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Rural Migrants’ Self-employment Decisions
and Their Earnings

YE Jing-yi, WANG Qiong

(School of Economics, Peking University, Beijing 100871, China)

Abstract: Using the data of rural migrants in Beijing in 2010, this paper
employs the Roy model to investigate the determinants of rural migrants’
self-employment decisions and their earnings. It reaches three main findings:
firstly, rural migrants with better ability and more social capital have a high-
er probability of self-employment; secondly, physical capital is a key factor
influencing self-employment decisions; thirdly,self-employed migrants have
a comparative advantage in self-employment sectors, and self-employed
workers also have higher earnings than wage-earners; earnings differences
are mainly caused by unobserved heterogeneity such as ability. To some ex-
tent, this study offers an explanation that the employment environment of
rural migrants has improved, and self-employment might be no longer a
forced choice of rural migrants.

Key words: rural migrant; self-employment; self-selection; social

capital; earnings difference (FiE%E # )
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