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Abstract

Entrepreneurship is often considered as a route towards greater economic equality for
population groups that are disadvantaged in the formal labor market, such as minorities
and immigrants. However, these same population groups often face obstacles as
entrepreneurs that prevent them from taking full advantage of their entrepreneurial
activities. Israel is a perfect case study in this regard because it has a large Arab minority
and a large group of recent immigrants. This paper examines the choice of becoming self-
employed and the income gaps between Arab, immigrant and native entrepreneurs, using a
version of the Oaxaca-Blinder decomposition technique corrected for selectivity into self-
employment. We found that both Arab and immigrant entrepreneurs earn less than the
native entrepreneurs, despite the fact that selectivity into self-employment is more severe
among Arabs and immigrants. Several observable differences explain these income gaps,
in particular age and gender differentials as well as the regional population distributions.
However, most of the income advantage of the native self-employed is due to the superior
returns on their attributes. Customer discrimination against Arab and immigrant
entrepreneurs could explain these results, but at least part of the different returns could

reflect our inability to capture all observable differences among the populations.
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Introduction and background

Entrepreneurship is often considered as a route towards greater economic equality
for population groups that find it harder to succeed in the formal labor market, such as
minorities and immigrants (Carter et al., 2015). However, these same population groups
often face obstacles as entrepreneurs that prevent them from taking full advantage of their
entrepreneurial activities (Barr, 2015). Hence, one can expect to find higher rates of
entrepreneurship but lower entrepreneurial success among minorities and immigrants than
among others with similar qualifications. The purpose of this research is to test these two
hypotheses using data from Israel. Israel has a large ethnic minority group, the Israeli
Arabs, who are lagging behind in the formal labor market in terms of employment and
income, and who rarely mix with the majority Jewish population. It also has a large group
of immigrants, mostly from the Former Soviet Union, who immigrated during the 1990s.
These immigrants have demonstrated a remarkable convergence with the majority but
have not entirely closed the socioeconomic gap. It would be interesting to compare the
performance of these two population groups, each consisting roughly a fifth of the

population.

Previous literature

Bates et al. (2007) claim that minority business enterprises face various barriers
that make them less economically viable. They also claim that the most important barrier
is access to managerial capabilities and business-specific human capital. Other barriers
include access to financial capital and access to markets. These barriers are often related to
family background and resources, but also to discrimination. However, Bates et al. (2007)
indicate that the relevance of these barriers seem to be declining in recent years. Fairlie
and Robb (2007) found that African American-owned businesses lag behind white-owned
businesses in a number of success outcomes, and attributed the performance gaps to
differences in prior work experience in a family business. Chatterji and Seamans (2012)
found that racial discrimination, in particular in access to financial resources, has limited
the transition of blacks into entrepreneurship. The role of human capital was emphasized
by Bates (1985), who found that better-educated minority entrepreneurs are concentrated
in high-value business activities, are utilizing their financial and human capital more
effectively, and as a result are making higher profits. Basu (2008) also concluded that

education is one of the most important barriers to success among minority entrepreneurs.
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Robb (2002) found that business survival rates differ by minority group membership. In
particular, Asian-owned businesses fared better than white-owned businesses, while
black/Hispanic-owned businesses fared worse, after controlling for a large set of other
business attributes. This may be related to differences in networking opportunities, as a
form of social capital, and is supported by other studies. For example, Bates and Robb
(2014) found that the concentration of minority- and immigrant-owned firms in minority
neighborhoods and their targeting of clientele in those neighborhoods are strongly related
to firm closure and low profitability. In addition, Fairlie (2012) found that in the US,
immigrants are more likely to own a business than non-immigrants. However, the
immigrant-owned businesses tend to be smaller. He also found that home ownership is an
important determinant of business formation, probably because it provides access to
financial capital. Since home ownership is much lower among immigrants than among
non-immigrants, he concludes that business ownership among immigrants could be even

higher if they had better access to capital.

Hence, both immigrants and other minorities may suffer from discrimination and lack of
access to resources, but immigrants may compensate these deficiencies through
networking. This hypothesis is supported by Tata and Prasad (2015), who found that social
capital influenced access to resources and information and hence business performance
among immigrant family businesses. Also, Wang and Liu (2015) found that immigrant-
owned businesses that develop transnational activities fare significantly better that
businesses without such activities, being immigrant-owned or not. In addition, they found
that immigrant-owned businesses are more likely to develop transnational activities than
other businesses. The bottom line is that the case of immigrants may be different than the
case of ethnic minorities, and hence this research compares each of these groups in turn to

the non-immigrant non-minority business owners.

Empirical methodology

Oaxaca (1973) and Blinder (1973) developed quite similar decomposition
techniques in order to assess the role of discrimination in male-female or white-black
wage gaps in the US. The following technique follows the modification of Daymont and
Risani (1984) and is adapted to the case of business income. Suppose there are two

population segments. Without loss of generality denote the high-income segment by the



letter H and the low-income segment by the letter L. Also, assume that wages (or log-
wages) can be estimated as a segment-specific linear regression of explanatory variables.
Hence, for each individual i, in segments H and L, respectively, the income can be

specified as

(1) Yin = Xinfn + Uin
(2) YiL = XitfL + UiL

where Xin and Xj_ are matrices of explanatory variables, and fn and . are their associated

vectors of coefficients.

Denote by and by as the least-squares estimates of 1 and fL, respectively. Also denote the
segment-specific population means of Yiu, YiL, Xin and Xi. by Y, Y, Xn and X,
respectively. It is well-known from least-squares theory that Yn = Xybr and Yo = Xcbe. Itis

easy to verify that the mean income gap can be written as:
(3) YH-YL=(Xn-X)bL + Xi(bH - by) + (X1 - XU)(bH - by).

Equation (3) essentially decomposes the majority-minority mean income gap into three
components. The first component on the right-hand-side of (3) is denoted "endowments".
It measures the increase in mean income of the minority if the mean characteristics of the
minority are equated to those of the majority. The second component is denoted "prices”
or "coefficients". It measures the increase in mean income of the minority if the income
equation coefficients of the minority are equated to those of the majority. The third
component is a residual denoted "interaction™. Note that each of these components is itself
a sum of components, each related to a specific characteristic or coefficient. Jann (2008)
has shown how the standard deviations of the different components can be estimated and

used for statistical inference.

Decomposing income gaps among business owners using regression is complicated by the
fact that incomes are only observed for people who actually own a business and report
their income, and hence the estimated coefficients could be biased. Neuman and Oaxaca
(2004) suggested, for the case of decomposing wage gaps, estimating the wage equations
using the Heckman (1979) two-stage selectivity correction method. Specifically, assuming
a linear selection equation and a joint normality of the regression equation and selection

equation error terms, the selectivity-corrected estimated wage equations become:



(4) Yn = Xnbn + ann
(5) YL=XcbL +a L

where A and A_ are the segment means of the individual selectivity-correction terms Ain
and Ai., and anand a. are their estimated coefficients. The former are computed using the

selection equation coefficients as:
(6) Aij = AWim;)/ D(Wim), j=H,L,

where W are matrices of explanatory variables of the selection equation, m are vectors of
their estimated coefficients, and ¢and @ are the density function and cumulative

probability function, respectively, of a standard normal random variable.
Using (4) and (5), (3) becomes:
(7) Yu-YL=(Xn - Xo)bL + Xe(br - br) + (Xn - XL)(bH - bL) + (aHAn - aLiy).

The last component on the right-hand-side of (7) represents the contribution to the mean
wage gap of the differential selectivity mechanisms in the two population segments, and

can be interpreted as the contribution of differential selectivity to the observed wage gap.

However, things are more complicated when self-employment income in concerned. This
is because the occupational choice problem involves three choices: working for a wage,
self-employment or not working. Hence, the Heckman (1979) selectivity correction
method, which is suitable for a binary choice, is insufficient. One particular extension that
is useful in this context is the two-stage multinomial-choice selectivity correction method
suggested by Bourguignon, Fournier and Gurgand (2007). The first stage is a multinomial
logit model, and it is used to produce selectivity-correction terms. The second stage
equations estimated by this method are similar to (4)-(5) with the selectivity-correction
terms taking different functional forms. Hence, only the last term on the right changes in

the decomposition equation (7).

The two-stage procedure is important not only for correcting for selectivity bias. The first-
stage occupational choice model is important in itself in order to understand the

differences in occupational choices among the population sub-groups.



Data

We use data from the 2008 population census in Israel. The census file includes
roughly 14% of the population, which amounts to 392,589 individuals between the ages of
25 and 69 who reported their employment status. About 8.6% of them are self-employed
with reported income. This includes individuals who combine self-employment and hired
work, but the income we consider is the income from self-employment alone. The Arab
ethnic minority includes 80,600 people, with 7.1% of them self-employed. The immigrants
include 65,585 people, with 4.8% of them self-employed. Among the non-minority non-
immigrant population, roughly 10% are self-employed. It is evident that occupational
choices vary across these population sub-groups. Hence, correcting the estimation and
decomposition results for selectivity into self-employment is essential. We hypothesize
that business performance varies as well among the self-employed from the different
population groups. The raw data support this hypothesis (table 1), with business income

highest among the native majority and lowest among immigrants.

We use the following explanatory variables in the self-employment income equation. Age
is reported in three categories: 25-34, 35-49 and 50-69. Education is reported in four
categories: less than high-school diploma, high-school diploma, nonacademic higher
education, and academic degree. Occupation is reported in the following broad categories:
academic, professional, managerial, clerical, sales, skilled and unskilled. Economic branch
is grouped into four categories: traditional manufacturing, modern manufacturing, private
services and public services. For both occupation and industry, the excluded category
includes those who have not provided enough information to define their occupation or
industry. We also include three regional dummies: Jerusalem, North and South, where the
base category is Center. Size of locality is grouped into three categories: small (up to
20,000), medium (20,000-50,000) and large (more than 50,000). Finally, we include a

gender dummy.

In the selection equations, we use the same explanatory variables with the exception of
occupation and industry, because they are reported only for those who work. In addition,
we include as identifying variables household size, home ownership, number of rooms (for
those who own their home), vehicle ownership, non-labor income, and the number of

children of the individuals. The number of children is split into those under age 15 and



those between the ages of 15 and 24, with the latter group also split into single and

married children.

Results

The descriptive statistics of the selection equation variables are presented in table
1. These are essentially the entire relevant population, split into the three population
groups. The Arab minority population is considerably younger and less educated.
Immigrants are not different by age from the majority, but are more educated. In terms of
geographic location, both Arabs and immigrants are more concentrated in the periphery,
but while the Arab minority is mostly concentrated in Jerusalem and in the North, the
immigrants are mostly concentrated in the South. In terms of locality size, the Arab
minority tends to concentrate in small localities, while immigrants tend to concentrate in
large localities. The gender composition is not very different in the different population
groups, although the fraction of females among the immigrants is somewhat higher.
Household sizes are different, though, with the Arab minority having the largest
households, while the immigrants having the smallest. Arabs have the highest home
ownership rates, while immigrants have the lowest. The number of rooms is lowest in the
immigrant population, while it is somewhat lower in the Arab population than in the
majority population. Vehicle ownership is surprisingly highest in the immigrant
population, and non-labor income is lowest among the Arabs and highest among the native
majority. Number of young children is highest among the Arabs and lowest among the
immigrants, and the same is true for the number of older single children. In the case of

older married children, Arabs are still leasing, but immigrants are in second place.

Table 2 presents the regression-equation variable means for the self-employed. Compared
to the population at large, the self-employed tend to be older among the native majority,
and middle-age among the Arab minority and among the immigrants. Among the self-
employed, the (minority) Arabs are still considerably younger, and the immigrants are also
younger than the native majority. The self-employed are in general more educated than the
population at large, but the education ordering of the three population groups is similar to
the population at large. In general, the self-employed are less represented in the South and
in small localities, but the orderings of regional location and locality size of the three

population groups are similar to the population at large. The gender composition of the



self-employed is very different than in the population at large. There are fewer women
among the self-employed, and this is particularly true in the Arab minority. The fraction of

females among the self-employed is highest in the immigrant population.

The occupational composition of the Arab self-employed is much different than in the
other population groups, they are much less represented in the academic and professional
occupations and much more represented in the skilled occupation. The industrial
composition of the Arab self-employed is also different. They are represented less in the
service industries are more in the manufacturing industries. Compared to the native
majority, the self-employed immigrants are more represented in public services and less in

private services.

Table 3 shows the estimation results of the multinomial logit model. The excluded
category includes those who are not working. The coefficients have more or less the same
signs in the three population groups, but their sizes are far from being similar. For
example, education seems to have a stronger impact on work choices among the Arab
minority, while living in the South is associated with a much lower likelihood of being
either self-employed or a wage worker among the Arabs. Females are less likely than
males to work, either as self-employed or as wage workers, and this gender gap is highest

among the Arabs.

The coefficients of the regression equation, in which the dependent variable is the log of
self-employment income, are presented in table 4. Somewhat surprisingly, higher
education is associated with lower self-employment income among the native majority,
and is not significantly associated with self-employment income among the minority and
immigrants. Significant income differences are observed across occupations and
industries, and perhaps this also reflects the role of education, because education is key to
working in more rewarding occupations and industries. Here as well there are some
notable differences among the three population group. For example, Arabs enjoy a much
smaller income advantage in academic and professional occupations than the other
population groups, while immigrants enjoy a much higher income advantage in
managerial occupations. Regional income gaps also differ across the three population
groups. For immigrants, income is lower in the North and South than in the Center or in
Jerusalem, while for the native majority income is lower in the North compared to the

other regions, and for the Arab minority income is lower in Jerusalem but higher in the



South compared to the Center and North. In all population groups, females earn less than
males, but the gender gap is highest in the Arab population and second highest among the

immigrants.

The decomposition results are in table 5. First, note that before correcting for selectivity,
there are statistically significant predicted income gaps in favor of the native majority over
the Arabs (20%) and the immigrants (24%). These same income gaps become much larger
after correcting for selectivity (63% and 52%, respectively). Supposedly, the fact that the
corrected income gaps are larger than the uncorrected income gaps reflects the fact that
selectivity is more severe for the minority and for the immigrants than for the native
majority. In other words, the income distribution is censored higher for these population
groups. However, the income gaps are estimated much less accurately after correcting for
selectivity, and hence they are not statistically different from zero. Second, decomposing
the income gaps (after selectivity correction) into attributes, coefficients and interaction
does not produce interesting results. In the case of the Arab minority, attribute differences
generate a modest income gap in favor of the Arabs which is marginally significant, while
coefficient differences generate a large but insignificant income gap in favor of the native
majority. The interaction effect is positive and significant in the case of the Arab minority,
which is not easy to interpret. In the case of the immigrants, none of the three components

is statistically significant.

Despite the fact that differences in attributes or in coefficients as a whole do not explain
income gaps in a statistically significant manner, several specific differences do have
significant contributions. For example, the fact that the self-employed in the native
majority are much more likely to work in academic occupations than the Arab minority
(table 2) contributes 2.1% to the income gap between these population groups. In addition,
the fact that working in such occupations is more rewarding for the native majority than
for the Arab minority (table 4) contributes another 6.8% to the income gap. Moreover, the
interaction effect in the case of academic occupations is also positive and statistically
significant, implying that the combined contribution of the difference in the tendency to
work in academic occupations and the difference in the reward to these occupations is 5.3

percentage points higher than the sum of the individual contributions.

Also, self-employed Arabs earn more when they reside in the South (table 4), while fewer
self-employed Arabs reside in the South (table 2). This implies that part of the income gap



in favor of the native majority stems from the relatively low fraction of minority self-
employed living in the South, and this is reflected in the positive endowment coefficient of
the South dummy (table 5). A positive South coefficient is also obtained for the
immigrants, but here the situation is different. Immigrant self-employed earn less when
they reside in the South, and more of them live in the South, which leads to a higher
income gap in favor of the native majority. Finally, females earn less in all population
groups, but fewer of the self-employed are females among the Arabs. Hence, the income
gap would have been higher if more of the Arab self-employed were females. The

opposite is true for the immigrants.

The contributions of the coefficient differences to the income gaps are easier to interpret.
In the case of the income gap between the native majority and the Arab minority, we
observe positive contributions of the coefficients of the oldest age group, some of the
occupation and industry dummies, and the female dummy. These are all cases in which the
relevant coefficients in the native majority equation are larger (in the case of the female
coefficient, less negative) than in the minority equation. The coefficients of North and
South are larger in the minority equation, hence they contributed negatively to the income
gap. Fewer coefficient differences have significant contributions to the income gap in the
case of immigrants, although, as mentioned before, their combined contribution is

significant and is responsible for most of the income gap.

Conclusion

We have examined the income gaps among self-employed individuals in three
population groups in Israel, and found that both Arabs and immigrants earn less than the
native majority, despite the fact that selectivity into self-employment is more severe in
these two population groups. Several observable differences explain these income gaps, in
particular age and gender differentials as well as the regional distributions. This has a
number of implications. Empowering self-employed Arab women in a way that enhances
their income could reduce the income advantage of the native majority over the Arabs, not
only because these females will earn more but also because more Arab females will
choose self-employment. The potential success of such entrepreneurship-promoting
program has been established in previous research (e.g., Lyons and Zhang, 2017). The

regional distributions require more careful treatment, though, because if, for example,
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more Arabs in the South will choose self-employment, or if self-employed Arabs from
other regions will migrate to the South, it could be that the income advantage of the self-
employed Arabs in the South will decline and the income gap will not be affected as
much. This would be true if Arab self-employed in the South are not competing with self-

employed from other population groups.

Much of the income advantage of the native majority self-employed is due to the more
favorable returns they enjoy on their attributes. This may lead to the conclusion that there
is customer discrimination against minority and immigrant self-employed. However, one
must be careful when making this conclusion because it could be that our explanatory
variables do not capture all observable differences among the populations. For example,
the fact that the coefficients of academic, professional and managerial occupations are
larger for the native majority than for the Arab minority may reflect the fact that within
these relatively broad occupational categories, Arabs are more concentrated in the lowest-

income occupations.

Finally, note that our selectivity correction method is somewhat artificial because we
compare self-employment to a merged alternative of wage-work and non-employment. As
mentioned in the methodological section above, we still need to verify that our results are

robust to this simplification.
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Table 1. Descriptive statistics of selection equation variables by population group

Variable native majority ~ minority immigrant
self-employed 0.10 0.07 0.05
age 35-49 0.35 0.41 0.36
age 50-69 0.38 0.25 0.38
high-school diploma 0.19 0.15 0.19
nonacademic higher education 0.15 0.07 0.22
academic degree 0.31 0.09 0.41
Jerusalem 0.14 0.20 0.11
North 0.22 0.63 0.27
South 0.14 0.10 0.22
medium-size locality 0.18 0.26 0.23
large-size locality 0.56 0.29 0.67
female 0.48 0.51 0.53
household size 3.65 4.80 3.33
number of rooms in house 3.14 2.91 2.23
vehicle ownership 0.43 0.43 0.55
In(exogenous income) 3.46 1.92 2.56
home ownership 0.78 0.82 0.63
number of children 0-14 1.03 1.72 0.78
number of single children 15-24 0.51 0.77 0.37
number of married children 15-24 0.01 0.07 0.02
observations 245,534 80,411 65,373
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Table 2. Descriptive statistics of regression equation variables by population group

Variable native majority minority immigrant
In(self-employment income) 8.33 8.13 8.09
age 35-49 0.40 0.52 0.48
age 50-69 0.42 0.20 0.29
high-school diploma 0.18 0.18 0.18
nonacademic higher education 0.16 0.09 0.17
academic degree 0.34 0.19 0.53
academic occupation 0.20 0.11 0.22
professional occupation 0.13 0.05 0.15
managerial occupation 0.07 0.04 0.04
clerical occupation 0.05 0.02 0.04
sales occupation 0.21 0.21 0.26
skilled occupation 0.21 0.33 0.19
unskilled occupation 0.02 0.02 0.03
traditional manufacturing 0.19 0.22 0.16
modern manufacturing 0.24 0.33 0.23
private service industry 0.22 0.10 0.16
public service industry 0.25 0.13 0.36
Jerusalem 0.12 0.15 0.14
North 0.24 0.72 0.22
South 0.12 0.05 0.18
medium-size locality 0.15 0.28 0.17
large-size locality 0.49 0.26 0.69
female 0.32 0.16 0.44
observations 24,846 5,731 3,161

15



Table 3. Multinomial logit estimation results by population group

A. Wage-work equation

Variable native majority minority  immigrant
age 35-49 0.115%** -0.115***  0.069**
(8.24) (-4.80) (2.43)
age 50-69 -1.189*** -1.542%** .1 733***
(-85.15) (-49.43) (-62.32)
high-school diploma 0.589*** 0.466***  0.569***
(43.48) (16.91) (18.35)
nonacademic higher education 1.279*** 1.683***  1.013***
(98.39) (48.29) (36.71)
academic degree 0.758*** 1.280***  (0.839***
(52.34) (33.30) (27.60)
Jerusalem -0.391*** -0.453***  -0.783***
(-26.48) (-9.40) (-23.15)
North -0.151*** -0.155***  -0.396***
(-11.36) (-3.84) (-14.14)
South -0.191*** -0.946***  -0.470***
(-12.96) (-17.98) (-17.62)
medium-size locality -0.260*** 0.102***  -0.317***
(-17.21) (4.16) (-8.18)
large-size locality -0.319*** 0.523***  -0.238***
(-25.37) (15.10) (-6.62)
female -0.553*** S2.771%**  -0.756***
(-56.57) (-121.22)  (-37.63)
household size -0.057*** -0.104***  0.085***
(-7.88) (-8.83) (6.34)
number of rooms in house 0.039*** 0.071*** -0.007
(10.30) (6.84) (-0.69)
vehicle ownership -0.204*** -0.684***  -0.751***
(-20.55) (-32.16) (-35.53)
In(exogenous income) -0.046*** -0.050***  -0.012***
(-32.30) (-13.44) (-3.76)
home ownership -0.115*** -0.262***  0.679***
(-6.07) (-5.96) (16.46)
number of children 0-14 -0.111%** 0.043***  -0.417***
(-13.63) (3.34) (-25.10)
number of single children 15-24 0.207*** 0.066*** -0.009
(21.06) (4.13) (-0.45)
number of married children 15-24 -0.382*** 0.381***  -0.230***
(-10.65) (10.65) (-3.32)
intercept 1.571%** 1.242%** 1 975%**
(60.88) (20.88) (33.20)

continued on next page
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Table 3. (continued)
A. Self-employment equation

Variable native majority minority  immigrant
age 35-49 0.575*** 0.389***  (0.358***
(24.68) (9.77) (6.44)
age 50-69 -0.286*** -0.466***  -1.340***
(-12.19) (-9.62) (-22.19)
high-school diploma 0.411%** 0.630***  0.623***
(18.35) (14.86) (8.60)
nonacademic higher education 1.096*** 1.791%**  1.248***
(55.22) (37.46) (19.60)
academic degree 0.544*** 1.254*** (0, 703***
(23.44) (21.88) (9.64)
Jerusalem -0.565*** -0.759***  -0.743***
(-23.22) (-10.03) (-11.12)
North -0.284*** -0.228***  -0.630***
(-13.85) (-3.83) (-10.77)
South -0.490*** -1.125***  -0.663***
(-20.01) (-13.16) (-11.76)
medium-size locality -0.720*** 0.065*  -0.610***
(-30.27) (1.74) (-8.01)
large-size locality -0.742%** 0.387***  -0.347***
(-39.71) (7.37) (-5.27)
female -1.138*** -2.877* %% -0.947***
(-70.73) (-71.70) (-23.20)
household size -0.170*** -0.180***  -0.177***
(-13.70) (-8.67) (-5.82)
number of rooms in house 0.057*** 0.168***  0.091***
(9.62) (10.46) (4.60)
vehicle ownership -1.010*** -1.231***  -1.697***
(-59.66) (-33.01) (-37.65)
In(exogenous income) -0.072*** -0.066***  -0.016**
(-31.64) (-11.30) (-2.40)
home ownership -0.100*** -0.448***  0.291***
(-3.26) (-6.17) (3.47)
number of children 0-14 0.089*** 0.184*** 0.040
(6.34) (8.09) (1.14)
number of single children 15-24 0.306*** 0.129***  0.324***
(19.17) (4.87) (7.53)
number of married children 15-24 -0.305*** 0.359*** 0.065
(-4.53) (6.19) (0.44)
intercept 0.504*** -0.357*** 0.093
(12.26) (-3.77) (0.77)

t-statistics in parentheses; * 10% significance; ** 5% significance; *** 1% significance
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Table 4. Estimation results of log-self-employment income by population group

Variable native majority minority immigrant
age 35-49 0.281*** 0.103**  0.180***
(10.81) (1.96) (2.94)
age 50-69 0.448*** -0.115 0.253***
(10.67) (-1.01) (3.04)
high-school diploma -0.059* -0.007 -0.015
(-1.91) (-0.16) (-0.18)
nonacademic higher education -0.304*** 0.007 -0.069
(-6.91) (0.09) (-0.80)
academic degree -0.148*** 0.042 -0.032
(4.32) (0.60) (-0.35)
academic occupation 0.850*** 0.241**  0.918***
(13.71) (2.18) (5.13)
professional occupation 0.597*** -0.012 0.530***
(9.69) (-0.11) (2.97)
managerial occupation 0.719*** 0.605***  1.156***
(11.55) (5.81) (5.92)
clerical occupation 0.027 0.047 -0.113
(0.41) (0.37) (-0.57)
sales occupation 0.616*** 0.192**  0.566***
(10.29) (2.14) (3.22)
skilled occupation 0.534*** 0.178**  0.545***
(8.73) (2.06) (2.99)
unskilled occupation 0.273*** -0.133 0.286
(3.51) (-1.04) (1.39)
traditional manufacturing 0.260*** 0.313*** 0.127
(4.38) (3.57) (0.74)
modern manufacturing 0.117** 0.161* 0.224
(2.02) (1.88) (1.35)
private service industry 0.525*** 0.249** 0.252
(9.01) (2.42) (1.52)
public service industry -0.016 0.094 0.241
(-0.27) (0.98) (1.48)
Jerusalem -0.031 -0.128* -0.021
(-1.07) (-1.74) (-0.27)
North -0.123*** -0.020 -0.189***
(-5.50) (-0.37) (-2.90)
South -0.007 0.150* -0.146**
(0.80) (1.66) (-2.29)

continued on next page
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Table 4 (continued)

Variable native majority minority immigrant
medium-size locality 0.182*** 0.108*** 0.047
(6.49) (3.07) (0.56)
large-size locality 0.208*** 0.212*** 0.076
(9.02) (3.9) (1.09)
female -0.158*** -0.839***  -(0,283***
(-6.03) (-6.5) (-4.74)
intercept 9.227*** 9.276***  B8.885***
(38.58) (23.33) (16.43)
selection correction 1 1.661*** 0.253* 0.346
(5.76) (1.72) (0.74)
selection correction 2 -0.325*** -0.352***  -(0,389***
(-5.08) (-3.88) (-3.65)
selection correction 3 1.358*** 1.571%** 1.190*
(3.95) (3.43) (1.81)

t-statistics in parentheses; * 10% significance; ** 5% significance; *** 1% significance
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Table 5. Decomposition results of self-employment income gap, native majority versus other population group

minority immigrant
Variable Attributes Coefficients Interaction Total Attributes Coefficients Interaction Total
total, before selectivity correction -0.003 0.016 0.184***  (0.197*** 0.038 0.137***  0.069***  0.244***
(-0.10) (0.78) (5.44) (11.22) (1.51) (5.43) (2.72) (9.78)
total, after selectivity correction -0.075* 0.431 0.270*** 0.625 0.027 0.446 0.045 0.518
(-1.92) (1.00) (6.60) (1.45) (1.00) (0.76) (1.57) (0.89)
age 35-49 -0.012* 0.092***  -0.021*** -0.014%*** 0.048 -0.008
(-1.94) (3.03) (-2.98) (-2.76) (1.53) (-1.50)
age 50-69 -0.025 0.114***  0.120*** 0.031*** 0.057** 0.024**
(-1.01) (4.60) (4.59) 2.97 (2.08) (2.06)
high-school diploma 0.000 -0.010 0.000 -0.000 -0.008 -0.000
(0.16) (-0.99) (0.77) (-0.09) (-0.48) (-0.11)
nonacademic higher education 0.003 -0.018** -0.012** 0.000 -0.020 0.002
(0.60) (-2.43) (-2.41) (0.34) (-1.20) (1.02)
academic degree 0.001 -0.059***  -0.047*** 0.013 -0.124** 0.044**
(0.09) (-3.50) (-3.48) (0.79) (-2.40) (2.38)
academic occupation 0.021** 0.068***  0.053*** -0.022*** -0.015 0.002
(2.16) (4.73) (4.64) (-2.6) (-0.36) (0.35)
professional occupation -0.001 0.028***  0.050*** -0.010** 0.010 -0.001
(-0.11) (4.60) (4.69) (-2.09) (0.36) (-0.35)
managerial occupation 0.016*** 0.005 0.003 0.031*** -0.019** -0.012**
(4.79) (0.94) (0.94) (4.43) (-2.10) (-2.03)
clerical occupation 0.001 -0.000 -0.001 -0.002 0.005 0.002
(0.37) (-0.14) (-0.14) (-0.57) (0.67) (0.66)
sales occupation 0.001 0.088*** 0.002 -0.026*** 0.013 -0.002
(0.74) (3.90) (0.77) (-2.79) (0.27) (-0.27)
skilled occupation -0.021** 0.117*%**  -0.042*** 0.011** -0.002 -0.000
(-2.04) (3.35) (-3.30) (2.04) (-0.06) (-0.06)

Continued on next page
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Table 5 (Continued)

minority immigrant
Variable Endowments Coefficients Interaction Total Endowments Coefficients Interaction Total
unskilled occupation -0.000 0.009*** 0.001 -0.002 -0.000 0.000
(-0.69) (2.64) (0.87) (-1.22) (-0.06) (0.06)
traditional manufacturing -0.011*** -0.012 0.002 0.003 0.022 0.003
(-3.07) (-0.50) (0.50) (0.72) (0.73) (0.72)
modern manufacturing -0.015** -0.015 0.004 0.001 -0.025 -0.001
(-1.86) (-0.43) (0.43) (0.62) (-0.61) (-0.46)
private service industry 0.031** 0.027** 0.034** 0.015 0.044 0.016
(2.41) (2.33) (2.33) (1.49) (1.55) (1.53)
public service industry 0.011 -0.014 -0.013 -0.028 -0.093 0.030
(0.98) (-0.98) (-0.98) (-1.47) (-1.48) (1.48)
Jerusalem 0.003* 0.015 -0.003 0.000 -0.001 0.000
(1.65) (1.24) (-1.20) (0.26) (-0.11) (0.11)
North 0.010 -0.073* 0.049* -0.003 0.015 0.001
(0.37) (-1.73) (1.73) (-1.60) (0.96) (0.86)
South 0.010* -0.008 -0.009 0.009** 0.028** -0.010**
(1.65) (1.50) (-1.50) (2.22) (2.19) (-2.14)
medium-size locality -0.014%*** 0.020 -0.010 -0.001 0.023 -0.003
(-3.04) (1.64) (-1.63) (-0.55) (1.51) (-1.37)
large-size locality 0.050*** -0.001 -0.001 -0.015 0.091* -0.026*
(3.88) (-0.08) (-0.08) (-1.08) (1.78) (-1.77)
female -0.135%** 0.106*** 0.109*** 0.035*** 0.054* -0.015*
(-6.34) (5.10) (5.08) (4.46) (1.90) (-1.88)
intercept -0.048 0.343
(-0.10) (0.58)

t-statistics in parentheses; * 10% significance; ** 5% significance; *** 1% significance
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