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1 Introduction

Economists have long examined the links between family background and labour market outcomes, such

as earnings, intergenerational mobility and various occupation-related characteristics, including eventual

self-employment status. Models have demonstrated that parental resources are a crucial factor that affect

individuals’ economic opportunities by influencing parents’ decisions regarding investments in the human

capital of their offspring (e.g., Becker and Tomes, 1986; Haveman and Wolfe, 1995). Indeed, an individual’s

ability to identify and exploit opportunities within business environments is substantially influenced by

knowledge developed through both educational and professional experiences (Lazear, 2004).

In addition to human capital investments, factors such as family structure, father’s self-employment status

and ethnicity appear to substantially affect the probability that an individual will be self-employed (see,

e.g., Hout and Rosen, 2000). Several empirical studies have suggested that after controlling for a number

of parental characteristics, such as age, education, occupation, earnings, family ties, siblings and culture,

children raised by parents who are self-employed are more likely to start a new business than children raised

by parents who are not self-employed (see Dunn and Holtz-Eakin, 2000).

However, existing studies have not explored whether individuals’ self-employment decisions are linked

to their parents’ cultural diversity. Our objective is to fill this gap in the literature. Family experiences

are frequently the source of an individual’s first authentic exposure to a culturally heterogeneous (learning)

environment. An important question to address is whether this type of exposure promotes characteristics

relevant to entrepreneurs, such as the balanced accumulation of knowledge and skills across different fields

of expertise (Lazear, 2004) and the development of creativity and a broad spectrum of perspectives (Hong

and Page Scott, 2001). Furthermore, by distinguishing among a number of characteristics of parents and

their offspring, we clarify how individuals’ self-employment experiences are affected by the cultural diversity

of their parents.

The remainder of this paper is structured as follows: data; estimation strategy; results; and conclusions.

2 Data

We retrieve valuable information regarding individuals and their families between 1980 and 2006 from the

Danish “Integrated Database for Labour Market Research.” Our final sample consists of one observation

for each second-generation immigrant observed during the sample period. The focus on second-generation

immigrants is grounded on the fact that these immigrants represent a relatively homogeneous group of

individuals who markedly differ from Danish natives (individuals with at least one Danish parent). This
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sampling choice allows us to disentangle the influence of parental cultural diversity from effects that arise

because a parent’s Danish roots have led to the greater integration of an individual into Danish society.

In our data, we identify the following characteristics for each examined individual: (i) mother’s and father’s

country of origin; (ii) gender and year of birth; (iii) place of residence (municipality); (iv) educational status,

which was classified into three educational levels (basic, secondary and tertiary) and five fields of university

degrees (engineering, humanities, medicine, social sciences and natural sciences, accounting for degrees at

the bachelor’s level or beyond); (v) parents’ self-employment experience; and (vi) labour market status

(unemployed or employed) prior to an eventual transition to self-employment. Furthermore, we define 34

language groups1 and 16 area groups2 used to determine parents’ cultural diversity (a dummy variable) by

categorizing the countries of origin of the parents of examined individuals based on information from the

“Ethnologue: Languages of the World” language encyclopedia and the United Nations “Standard Country or

Area Codes for Statistical Use” country classification system, respectively. Thus, we use the geographical area

and main language3 of parents’ countries of origin as proxies for parents’ cultural backgrounds. Information

regarding the characteristics of the examined individuals and their parents refers to the year before an

individual is randomly selected or becomes self-employed.

Descriptive statistics are reported in Table 1. The final sample consists of 83,915 subjects. Statisti-

cal analysis indicated that 8.8 % of the examined individuals have experienced at least one transition to

self-employment; 5.4 % (3 %) of the examined individuals have parents belonging to different language (geo-

graphical) categories; 47.7 % of the examined individuals are female; 28.6 % of the examined individuals are

firstborn children; and only 6.9 % (4.7 %) of the examined individuals had obtained a university (secondary)

degree. The correlation between the two variables of interest that indicate the cultural diversity of a subject’s

parents is approximately 75.7 % and is highly significant. Differences in mean values between individuals

with and without self-employment experiences are statistically significant, too. However, these differences

do not indicate the expected signs of the estimates because in our regression models we control for further

variables like father’s and mather’s language or geographical group dummies.

3 Estimation strategy

We utilize a linear probability model (henceforth LPM) to investigate whether the cultural diversity of an in-

dividual’s parents affects this individual’s propensity to become self-employed. In this model, the dependent
1Please see the Appendix for additional information regarding the language categories.
2 The geographical groups are Oceania, Northern America, Southern America, Central America, Northern Europe,

Southern Europe, Eastern Europe, Western Europe, Northern Africa, Southern Africa, Eastern Africa, Western Africa,
Central Asia, South Asia, Western Asia, and Eastern Asia. For more details, please consult the following website:
http://unstats.un.org/unsd/methods/m49/m49.htm.

3See Parrotta et al. (2013) and Marino et al. (2012).
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variable indicating whether a worker experiences self-employment is regressed on the aforementioned vari-

ables of interest, with a set of standard controls (dummies for birth year, firstborn child status, femaleness,

education level, the field of an eventual university degree, municipality of residence, and each parent’s lan-

guage or area of provenience groups). The standard errors of this model are corrected for heteroskedasticity

and clustered by family identifier.

4 Results

Table 2 reports results obtained for the entire sample and for sub-samples separated by parental characteristics

when the aforementioned language categories are used to describe the diversity in the cultural backgrounds

of subjects’ parents. The first two columns, which provide estimates for the full sample, indicate the positive

and significant effect of our key variable. In particular, it appears that culturally diverse parents increase the

likelihood that an individual will become self-employed by approximately 1 %. This effect enlarges for “only

children” (1.5 %) and for subjects “with at least one parent with a university degree” (3 %) but diminishes to

insignificance in both complementary cases. This finding is unsurprising because both the absence of siblings

and the presence of a highly educated parent can mitigate the impact of financial constraints. Estimates for

the parameter of interest in the full sample appear to mainly reflect contributions from “males” and individuals

who are “lower than tertiary” in educational level (see Table 3). In Tables 4 and 5, the variable of interest is

determined based on the aforementioned geographical categories, and all regressions utilize the specifications

and sub-sampling criteria of Tables 3 and 4, respectively. Examinations of Tables 4 and 5 produce findings

that are qualitatively similar to the results discussed above, indicating that the results of this study are not

sensitive to the measure of cultural diversity that is utilized. Finally, crucial checks are performed in Table

6. In particular, in columns (1) and (5), we exclude transitions from unemployment to self-employment to

ensure that we are evaluating the effect of interest in the context of true entrepreneurial behavior rather than

choices that reflect desire to escape unemployment (i.e., perceptions of poor employability). In columns (2)

and (6), we verify that individuals’ self-employment decisions are not simply driven by the self-employment

experiences of their parents by excluding individuals with at least one parent with self-employment experience

from the analyses. Columns (3) and (7), and (4) and (8) report estimates of Probit and Logit regressions,

respectively. Probit and Logit estimates of the parameter of interest are significant and greater than those

discussed in the main analysis, indicating thus that LPM estimates represent lower-bound results. These

robustness checks produce results consistent with our main findings and therefore support the conclusion

that parental cultural diversity positively affects individuals’ self-employment choices.
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5 Conclusions

Analyses of a sample of second-generation immigrants in Denmark from the 1980-2006 time period reveal evi-

dence that parental cultural diversity influences individuals’ self-employment experiences. Exposure to greater

cultural diversity positively affects entrepreneurship and appears to promote the creativity and knowledge

accumulation required to start a business. Specifically, we find that culturally diverse parents increase the

likelihood that an individual will become self-employed by approximately 1 %. The effect of interest appears

to be stronger among individuals who have no siblings or at least one parent with a university degree.

4



Acknowledgments

We thank Tomaso Duso, Dominique Foray, Dario Pozzoli for their valuable comments and suggestions.

5



References

[1] Becker, G. S., Tomes, N., 1986. Human capital and the rise and fall of families. Journal of labour Eco-

nomics, 4, 1-39.

[2] Dunn, T., Holtz-Eakin, D., 2000. Financial Capital, Human Capital, and the Transition to Self-

Employment: Evidence from Intergenerational Links. Journal of labour Economics, 18(2), 282-305.

[3] Haveman, R., Wolfe, B., 1995. The determinants of children attainments: A review of methods and

findings. Journal of Economic Literature, 33, 1829-1878.

[4] Hong, L., Page Scott, E., 2001. Problem Solving by Heterogeneous Agents. Journal of Economic Theory

97(1), 123-163.

[5] Hout, M., Rosen, H., 2000. Self-Employment, Family Background, and Race. Journal of Human Resources,

35(4), 670-692.

[6] Lazear, E.P., 2004. Balanced Skills and Entrepreneurship. American Economic Review, Papers and Pro-

ceedings 94, 208-11.

[7] Marino, M., Parrotta, P., Pozzoli, 2012. Does labour Diversity Promote Entrepreneurship? Economics

Letters, 116 (2012), 15-19.

[8] Parrotta, P., Pozzoli, D., Pytlikova, M., 2013. The Nexus between labour Diversity and Firm’s Innovation?

Forthcoming in the Journal of Population Economics.

6



Appendix: Language categories

Linguistic groups: Germanic West (Antigua Barbuda, Aruba, Australia, Austria, Bahamas, Barbados, Bel-

gium, Belize, Bermuda, Botswana, Brunei, Cameroon, Canada, Cook Islands, Dominican Republic, Eritrea,

Gambia, Germany, Ghana, Grenada, Guyana, Haiti, Ireland, Jamaica, Liberia, Liechtenstein, Luxemburg,

Mauritius, Namibia, Netherlands, Netherlands Antilles, New Zealand, Saint Kitts and Nevis, Saint Lucia,

Saint Vincent and Grenadines, Seychelles, Sierra Leone, Solomon Islands, South Africa, St. Helena, Suri-

name, Switzerland, Trinidad and Tobago, Uganda, United Kingdom, United States, Zambia, Zimbabwe);

Slavic West (Czech Republic, Poland, Slovakia); Germanic Nord (Denmark, Iceland, Norway, Sweden);

Finno-Permic (Finland, Estonia); Romance (Andorra, Angola, Argentina, Benin, Bolivia, Brazil, Burk-

ina Faso, Cape Verde, Chile, Colombia, Costa Rica, Cote D’Ivoire, Cuba, Djibouti, Dominican Republic,

Ecuador, El Salvador, Equatorial Guinea, France, French Guyana, Gabon, Guadeloupe, Guatemala, Guinea,

Guinea Bissau, Holy See, Honduras, Italy, Macau, Martinique, Mexico, Moldova, Mozambique, Nicaragua,

Panama, Peru, Portugal, Puerto Rico, Reunion, Romania, San Marino, Sao Tome, Senegal, Spain, Uruguay,

Venezuela); Attic (Cyprus, Greece); Ugric (Hungary); Turkic South (Azerbaijan, Turkey, Turkmenistan);

Gheg (Albania, Kosovo, Republic of Macedonia, Montenegro); Semitic Central (Algeria, Bahrain, Co-

moros, Chad, Egypt, Irak, Israel, Jordan, Kuwait, Lebanon, Lybian Arab Jamahiria, Malta, Mauritiania,

Morocco, Oman, Qatar, Saudi Arabia, Sudan, Syrian Arab Republic, Tunisia, Yemen, United Arabs Emi-

rates); Indo-Aryan (Bangladesh, Fiji, India, Maldives, Nepal, Pakistan, Sri Lanka); Slavic South (Bosnia

and Herzegovina, Croatia, Serbia, Slovenia); Mon-Khmer East (Cambodia); Semitic South (Ethiopia);

Slavic East (Belarus, Bulgaria, Georgia, Mongolia, Russian Federation, Ukraine); Malayo-Polynesian

West (Indonesia, Philippines); Malayo-Polynesian Central East (Kiribati, Marshall Islands, Nauru,

Samoa, Tonga); Iranian (Afghanistan, Iran, Tajikistan); Betai (Laos, Thailand); Malayic (Malasya);

Cushitic East (Somalia); Turkic East (Uzbekistan); Viet-Muong (Vietnam); Volta-Congo (Burundi,

Congo, Kenya, Lesotho, Malawi, Nigeria, Rwanda, Swaziland, Tanzania, Togo); Turkic West (Kazakhstan,

Kyrgystan); Baltic East (Latvia, Lithuania); Barito (Madagascar); Mande West (Mali); Lolo-Burmese

(Burma); Chadic West (Niger); Guarani (Paraguay); Himalayish (Buthan); Armenian (Armenia); Sino

Tibetan (China, Hong Kong, Singapore, Taiwan); Japonic (Japan, Republic of Korea, Korea D.P.R.O.).
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