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Figure 1 Entrepreneurial decision making of In-migrant in benchmark model
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Figure 2 Entrepreneurial decision making of In-migrant in the extended model of social network
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Figure 3 Entrepreneurial decision making of In-migrant in the extended model of economic agglomeration
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1
Table 1 The definition of main variables
Entrepreneur & =L =0
=1 =2, =3
SN_Emotion CLDS2014 “ / (10 )
SN_Tool CLDS2014 “ / (5000 ) (10 )
Specialisation 2014 ( )]
Diversity 2014 ( »
Age 2014-CLDS2014
Age_square * /100
Gender CLDS2014 1
Marriage CLDS2014 “ o 7 1 0
CLDS2014 “ N / N N N N N
Education
N N ” 0.6.9.12.12.12.12.14.16.19.23
Qualification CLDS2014 “ 7
Party CLDS2014 “ 7 0
Religion CLDS2014 “ 7 7 0 1
InternetCapacity CLDS2014 “ 7 0-4
hukou CLDS2014 “ Voo Vo ” 1 0
SocialClass CLDS " ‘
10 5 7
MarketPotential 24 25 2014« »
/ )/ 2014 ¢ P
HousingCosts
2 “ ”
Table 2 Descriptive statistics
“ 7 “ 7 o
SN_Emotion 3.158 3.137 3.246 2.982 4.452
SN_Tool 3.488 3.316 4.199 3. 605 6. 983 °
Specialisation 2.385 2.337 2.577 2. 506 2.891
Diversity 2.692 2.632 2.937 2.951 2.877 3
Age 36. 082 35.185 39.693 40. 047 38.077
Gender 0. 506 0. 500 0.532 0.522 0.576
Marriage 0.824  0.804  0.904  0.903  0.909 ( cluster)
Education 10912 11242 9.584  9.067  11.924 0 VIF
Qualification 0.255  0.28  0.132  0.097  0.288 VIF 3
Party 0.114 0.131 0. 044 0.034 0.091 statals. 1 Probit
Religion 0. 084 0. 081 0. 095 0. 085 0. 145
InternetCapacity 2. 649 2.732 2.312 2. 064 3.439
hukou 0. 401 0. 421 0.323 0.274 0. 545 °
SocialClass 3.900 3. 847 4. 121 3.940 4.952
MarketPotential 13.047 13.254 12. 205 11.915 13. 480
HousingCosts 0.1733 0.1779 0. 1549 0.1512 0.1711
3 o
’ “© ”» “ ”»
“
» R « » o« 3
" (2) .(3) (6) ~(9)



3 .

Table 3 Regression results of social network economic agglomeration and entrepreneurial decision making of in-migrant

(1) (2) (3) (4) (%)
Probit
( & =1 =0)
Age 0.0164™ 0.0164™ 0.0136" 0.0135" 0.0129"
(0. 0080) (0.0078) (0.0078) (0.0076) (0.0076)
Age_square -0.0136 -0.0138 -0.0104 -0.0106 -0.0100
(0. 0099) (0. 0096) (0. 0096) (0. 0095) (0. 0095)
Gender 0. 0286 0. 0264 0.0186 0.0193 0.0186
(0.0156) (0.0165) (0.0163) (0.0155) (0.0155)
Marriage 0.0311 0.0332 0. 0349 0.0393 0. 0433
(0.0327) (0.0319) (0.0305) (0.0276) (0.0264)
Education -0. 0098 ™ -0.0102" -0.0109™ -0.0085™ -0. 0092
(0.0038) (0.0038) (0.0039) (0.0039) (0.0039)
Qualification -0.0822* -0. 0828 ~0. 0896 -0. 0842 ~0. 0847
(0.0281) (0.0283) (0.0297) (0.0291) (0.0291)
Party -0.1049™ -0.1052™ -0.0955™ -0.1053™ -0. 1024
(0. 0455) (0. 0454) (0. 0460) (0. 0459) (0. 0448)
Religion 0. 0252 0. 0269 0. 0268 0.0410 0. 0434
(0. 0290) (0.0292) (0.0301) (0.0301) (0. 0300)
InternetCapacity 0.0128 0.0131 0.0113 0.0128 0.0126
(0.0079) (0.0079) (0.0077) (0.0078) (0.0082)
hukou -0. 0265 -0. 0246 -0. 0228 -0. 0507 -0. 0501
(0.0305) (0. 0306) (0.0308) (0.0322) (0.0324)
SocialClass 0.0125™ 0.0118™ 0. 0099 0. 0069 0. 0064
(0.0057) (0.0057) (0. 0056) (0.0051) (0.0048)
SN_Emotion 0.0018
(0. 0028)
SN_Tool 0. 0065 ™ 0. 0063 ™ 0. 0061 ™
(0.0018) (0.0021) (0. 0020)
MarketPotential -0. 0006 0. 0006
(0.0038) (0.0044)
HousingCosts -0. 8226 -0. 7903
(0.1692) (0. 1748)
Specialisation 0.0026"
(0.0014)
Diversity 0.0180™
(0. 0087)
Chi® 139. 28 154,27 154. 70 205. 47 229. 82
Observations 1755 1749 1736 1707 1707
NN 10% 5% 1% ( cluster)
26
. “ ” “@ ”
“ ”» “ 6
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Table 4 Regression results of social network economic agglomeration and entrepreneurial decision making of heterogeneous in-migrant
(6) (7 (8) (9) (10) (11) (12) (13)
Probit Probit Probit Probit
| 0. 0064 0.0113* 0. 0049 0.0100™* 0. 0040 0.0104™* 0. 0039 0. 0097
& (0.0072) (0.0039) (0.0073) (0.0037) (0. 0068) (0.0036) (0. 0067) (0.0033)
| -0. 0029 -0.0130™ -0.0011 ~0.0115™ -0. 0006 ~0.0118™ -0. 0004 ~0.0110™
e_square
e (0.0088) (0.0047) (0.0089) (0.0044) (0.0084) (0.0042) (0.0083) (0. 0040)
o 0. 0190 0. 0093 0.0148 0. 0049 0.0156 0. 0044 0.0159 0. 0031
wenaer (0.0146) (0.0065) (0.0144) (0. 0060) (0.0133) (0.0059) (0.0136) (0.0057)
Yo 0. 0208 0. 0070 0.0219 0. 0079 0. 0284 0. 0050 0. 0298 0. 0078
amage (0. 0308) (0.0174) (0.0299) (0.0169) (0.0267) (0.0176) (0. 0268) (0.0172)
deati -0.0093™  —0.0012 ~0. 0098 ** 0.0014 -0.0073%  -0.0015 ~0. 0076 -0.0017
cation
Heatto (0. 0036) (0.0017) (0.0037) (0.0017) (0.0037) (0.0018) (0. 0037) (0.0019)
o 0. 0859 ™ 0. 0022 ~0.0878™  —0.0054 -0.0816™  —0.0057 -0.0819™  —0.0058
Qualification
(0. 0290) (0. 0096) (0.0293) (0. 0098) (0.0270) (0. 0095) (0.0269) (0. 0094)
b -0.0831%  —0.0220' ~0.0794™  -0.0169 -0.0929%  -0.0159 ~0. 0928 -0.0134
arty
! (0. 0408) (0.0168) (0.0414) (0.0158) (0.0410) (0.0167) (0.0410) (0.0162)
Relii -0.0014 0.0289™ -0. 0006 0.0270™ -0.0104 0.0297™ -0.0108 0.0314™
cugton (0.0241) (0.0125) (0. 0248) (0.0122) (0.0262) (0.0130) (0. 0260) (0.0133)
, -0.0078 0.0210™ ~0. 0086 0. 0204 -0.0074 0. 0203 -0.0074 0. 0201 ™
InternetCapacity
(0. 0069) (0. 0045) (0. 0068) (0.0041) (0. 0069) (0.0035) (0. 0069) (0. 0040)
. -0.0348 0. 0071 -0.0341 0. 0084 ~0. 0643 0. 0095 ~0. 0635 0. 0100
0,
ot (0.0254) (0.0123) (0.0255) (0.0120) (0.0275) (0.0126) (0.0276) (0.0123)
SouialC 0. 0031 0. 0082 0. 0028 0. 0067 0. 0005 0. 0070 0. 0003 0. 0061 ™
ot (0.0047) (0.0029) (0. 0046) (0.0027) (0.0039) (0.0028) (0. 0039) (0.0024)
, 0. 0006 0.0011
SN_Emotion
(0.0029) (0. 0007)
S Tool 0.0037* 0. 0022 0.0034° 0. 0025 0. 0033’ 0.0024 ™
h 00
- (0.0019) (0. 0006) (0.0022) (0. 0006) (0.0022) (0. 0006)
_ ~0.0027 0. 0020 -0.0023 0. 0028 ™
MarketPotential
(0.0039) (0.0011) (0.0043) (0.0013)
‘ ~0.7560™  -0.0578 ~0. 7549 0. 0150
HousingCosts
(0.1823) (0.1021) (0.1863) (0. 1004)
o 0.0017 0. 0008
Specialisation
(0.0013) (0. 0006)
o 0. 0066 0.0110™
Diversity
(0.0100) (0.0025)
Chi? 279. 60 279. 60 257.15™ 257.15™ 539,30 539,30 500. 41 500. 41
Observations 1749 1749 1736 1736 1707 1707 1707 1707
Probit o
“ ”» “ ”
23
“ ”
U « ”
“ ”» “ ” “ ”»
“ ”
logit
Probit
22
“ ”
“ ”
5.
. . (14) ~(19)
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Table 5 The result of robustness check

(14) (15) (16) (17) (18) (19)
logit logit logit
B 0. 0060 0.0121 0. 0055 0.0124™ 0. 0052 0.0116™
8 (0.0074) (0.0041) (0.0072) (0.0039) (0.0072) (0.0038)
-0. 0025 -0.0141* ~0. 0024 -0.0143™ -0. 0020 -0.0133™
Age_square
(0. 0089) (0. 0050) (0. 0089) (0.0047) (0.0089) (0. 0046)
Cond 0.0153 0. 0064 0.0161 0. 0059 0.0161 0. 0050
Gender (0.0148) (0. 0063) (0.0136) (0. 0064) (0.0139) (0. 0060)
0.0215 0.0074 0. 0289 0. 0051 0.0313 0. 0050
Marriage
(0.0334) (0.0177) (0.0291) (0.0185) (0.0293) (0.0185)
-0. 0090 -0.0014 -0. 0063 -0.0016 -0. 0066 ™ -0.0019
Education
(0.0037) (0.0018) (0. 0036) (0.0018) (0.0036) (0.0019)
o ~0. 0954 -0. 0075 -0. 0897 -0. 0075 ~0. 0900 -0. 0068
Qualification
(0.0326) (0.0107) (0.0302) (0.0104) (0.0303) (0.0109)
» -0.0877" -0.0172 -0. 1007 -0.0148 -0.0999* -0.0134
3
oy (0. 0468) (0.0149) (0. 0448) (0.0159) (0.0449) (0.0158)
Relind -0. 0020 0. 0297 -0. 0065 0. 0336 -0. 0072 0. 0344
chon (0.0261) (0.0123) (0.0271) (0.0136) (0. 0269) (0.0142)
) -0. 0099 0.0217 -0. 0086 0.0218™ -0. 0086 0.0211**
InternetCapacity
(0.0070) (0.0047) (0.0073) (0.0038) (0.0073) (0. 0046)
Lk -0.0342 0. 0085 -0.0655™ 0.0105 -0. 0640 0.0102
0,
ot (0.0262) (0.0134) (0. 0285) (0.0144) (0.0285) (0.0127)
) 0. 0023 0.0073 0. 0009 0. 0075 0. 0007 0. 0069
SocialClass
(0.0045) (0.0027) (0. 0040) (0.0027) (0.0040) (0.0025)
SV Tool 0. 0040™ 0.0018™ 0.0036" 0.0021* 0.0034" 0. 0020
00
- (0.0019) (0. 0005) (0.0021) (0. 0006) (0.0021) (0. 0006)
i -0. 0031 0.0021™ -0.0023 0.0028™
MarketPotential
(0. 0040) (0.0012) (0.0043) (0.0013)
) -0.7614™ -0. 0559 -0. 7608 0. 0203
HousingCosts
(0. 1940) (0.1099) (0.1963) (0.1111)
o 0. 0017 0.0010"
Specialisation
(0.0012) (0. 0006)
o 0. 0066 0.0103™
Diversity
(0.0102) (0.0030)
Chi? 259.53* 259.53** 544. 86 544. 86 582. 84" 582. 84
Observations 1736 1736 1707 1707 1707 1707
Probit (8) ~(13) o
. (17) .
“@ ”
(11) p (11) o
p 0.172 (17)
p 0. 084 .
1% . (1)
(43 ”»
” “ ”
. . (2)
“ ”
4 “© ”
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24 Harris C D. The Market as a Factor in the Localization of Industry

The determinants of in—migration entrepreneurship: From the perspective of
social network and economic agglomeration

YANG Yong' > LV Jie'

(1.School of Economics and Management Southeast University Nanjing 211189  China;

2.Institute for Innovation Entrepreneurship and Private Equity Southeast University Nanjing 211189 China)

Abstract: The process of industrialization and urbanization has generated a massive wave of in-migration in China with an enormous
number of in-migrants moving from rural districts to urban areas and from the developing cities to the developed ones. For some in—
migrants what motivates them to move is the prospect of seeking job opportunities and high salaries but for others it could be the
chance of exploiting more and better entrepreneurial opportunities in host cities. As migrant entrepreneurs can create new businesses
and jobs for the host place the factors that influence their decisions need to be analyzed. And this has attracted attention from both
policy-makers and academics. However in light of the present literature it is far underexplored. We thus address the following
research question: what factors influence in-migrants’ decision to be entrepreneurs at host city in developing countries.

Based on Evans and Jovanovic’ s model we build an occupational choice model of in-migrants to choose between entrepreneurship
and wage-earning. We assume that the income of a wage-earning job is exogenously given by the labor market in host cities and the
earnings of an in-migrant entrepreneur depend on the migrant’ s entrepreneurial abilities and entrepreneurial capital. The basic
theoretical model predicts that a migrant with more initial endowment and higher entrepreneurial ability is more likely to be an
entrepreneur. Two extended models are provided further to examine how migrants’ social network and economic agglomeration at city
level determine the entrepreneurial decision making of in-migrants. These two models lead to two propositions. The first one is that
social networks have significant effects on entrepreneurial decision making of migrants with financial constraints but no impact on those
who are financially unconstrained. The second one is that agglomeration economies have a strong impact on entrepreneurial decision
making of all migrants through enhancing their entrepreneurial abilities.

We use individualevel data from the China Labor Force Dynamics Survey 2014 ( CLDS2014) and citydevel data form the China
Urban Statistical Yearbook to examine the effect that social networks at individualdevel and economic agglomeration at city-level may
exert on entrepreneurial decision making of in-migrants. We define people whose present living places are inconsistent with the places
where they lived at the age of 14 as the in-migrants. We define employers as opportunity entrepreneurs and self-employed people as
necessity entrepreneurs. We divide the social networks of immigrants into instrumental social networks and emotional social networks
and use immigrants’ loan networks and discussion networks to measure them respectively. We classify economic agglomeration into
specialized agglomeration and diversified agglomeration. And we measure the former with the share of the sector with the largest share of
employment in the city; we measure the latter by using the reciprocal of the Herfindahl Index ( HHI) of employment share in all sectors
of a city. We also employ a multivariate Probit model to observe the effect of social network and agglomeration on the entrepreneurial
decision making of in-migrants.

The results of empirical analysis are consistent with the predictions of theoretical models. First the instrumental type of social
network relationship exerts more profound influences on the entrepreneurial decision making of migrants by providing them with financial
capital while the emotional type of social network relationship are uncorrelated with the entrepreneurial decision making of migrants. In—
migrants have credit disadvantages in the formal financial markets of the host place. The instrumental type of social network can offer

them borrowing channels for informal finance which reduces the constraints on entrepreneurial financing and thus facilitating their
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choice of entrepreneurship. Second the diversified economic agglomeration of cities can promote opportunity entrepreneurial decision
making of in-migrants. However it has no significant effect on necessity entrepreneurial decision making of in-migrants. The urban
specialized economic agglomeration has no obvious relationship with both types of entrepreneurship. The characteristics of urban
economic agglomeration have different effects on opportunity and necessity entrepreneurial choices because the motivations of the two
entrepreneurial choices differ. The opportunity entrepreneurship of in-migrants is more proactive as it entails seeking and utilizing
opportunities. On the other hand the necessity entrepreneurship is a survival type of entrepreneurship as the in-migrants are passively
self-employed because of their disadvantages in the job market. The above predictions are further verified by the results of the logit
model.

As China’s urbanization process enters a new stage of development encouraging immigrants to create a startup has become an
important strategic measure for the development of cities. In view of this our findings have considerable implications for policy makers.
On the one hand the government should actively promote the construction of social relationship networks for in-migrants and reduce the
financial constraints of in-migrants; on the other hand the government should actively build an open diversified economic cluster with
coexistence and development of multiple industries which will help cross-industry talents and ideas flow promote the emergence of
new ideas and new enterprises and thus encourage in-migrants to start new businesses.
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