Characteristics of U.S. Households Engaging in Entrepreneurship
Significance of Proposed Research

Entrepreneurship is a significant part of new jobs created in the United States and thus is
important for the economic well-being of many individuals and households (Birch, 1979; Birley,
1986; Reynolds, 1987). According to the Global Entrepreneurship Monitor (2002), 25% of
economic growth is explained by the rate of new firm creation. Many researchers have
investigated the origin and function of entrepreneurs and the nature of entrepreneurship (Parker,
2009), considering entrepreneurship to be any activity in which individuals work for themselves,
trading off risk and returns rather than participating in paid employment. Schumpeter (1934) was
one of the first researchers to indicate that entrepreneurs are, as a group, distinct from business
owners and managers and thus worthy of study.

Entrepreneurship is an increasingly important topic for researchers and policy makers to
understand (Shane, 1996), particularly in regards to the relationship between entrepreneurship
and economic well-being at the household level. Quadrini (2000) found that families that are not
business owners tend to stay in or move to lower positions of wealth, while families that own
businesses tend to stay in or move to higher positions. Thus, it is possible that encouraging
entrepreneurship among low-income households is one way to improve their economic well-
being.

Haynes and Avery (1996) pointed out that the use of household resources to fund
business ventures and the resultant impacts on the household have received little attention in the
literature. In addition, few recent studies have investigated the characteristics of entrepreneurs
using a nationally representative sample. The purpose of the proposed research is thus to explore
the impact of human capital, household, and business characteristics on the likelihood of
entrepreneurship among households in the United States. In order to investigate ways to improve
economic well-being through entrepreneurship, we first aim to advance our understanding of
characteristics associated with entrepreneurship among households.

The results of this study can be used to inform educators, financial planners, and
policymakers in the struggle to improve the economic well-being of individuals and families
through business ownership. In addition, information on which types of households are less
likely to engage in entrepreneurship can be used to develop programs that aim to increase
business ownership among these groups.

Methodology

The 2010 Survey of Consumer Finances (SCF) will be used to examine entrepreneurship
among American households. The SCF is sponsored by the Federal Reserve Board in
cooperation with the Department of Treasury and provides detailed information on household
assets, liabilities, and businesses ownership. The SCF includes five data sets to deal with the
problem of missing responses (Kennickell, 1997), with multiple imputation techniques used to
produce the five complete data sets referred to as “implicates” (Board of Governors of the
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Federal Reserve System, 2009). A repeated imputation inference procedure (RI1) will be used to
combine the results from all implicates and adjust for between-implicate error (Montalto & Sung,
1996). The SCF sample does not follow an equal-probability design, so weights will also be used
to interpret the survey data (Board of Governors of the Federal Reserve System, 2009).

In addition to basic descriptive statistics, logistic regression will be used to investigate the
likelihood of a household engaging in entrepreneurship. The dependent variable will be whether
the household owns a business that the respondent and/or spouse started. The independent
variables will include human capital variables, household characteristics, and business
characteristics. The results of the study will be submitted to a refereed journal such as the
Journal of Business Venturing or Small Business Economics.
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