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SOURCES OF ECONOMIC HOPE:WOMENG6 S ENTREPRENEURSHI P

In 1948, the gap in labor force participation between American men and women was

54 percentage pointsd only one-third of American women were officially counted as in
the labor force. Nearly seven decades later, the gap has narrowed considerably as
women have entered the labor force en masse, and as men have experienced steady
declines. As of August 2014, about 57 percent of women were counted as labor force
participants, and the gap between men and women had narrowed to only 13 percentage
points.

Meanwhile, women have made remarkable educational gains over the last few

decades. Women now consistently outpace men in terms of college enrollment and
receive 50 percent mor e dma&Amdngtheyamingdsewprkerse s t
those eighteen to thirty-two, wo men are now far more | i kel
than men are.
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These concurrent trendsd the large-scale entry of women into the official labor force
and rising educational attainment, especially among womend served as huge economic
tailwinds for the U.S. economy during the twentieth century. In fact, they were so
important that a slowdown in such trends is now counted as a major reason for
pessimism about the future of American economic growth.

Economist RobertGor don, for example, sees the growth
participation as a one-time development unlikely to be repeated or replicated.* Even

though women are only at 57 percent labor force participation currently, the room for

growth is smaller now than it was before, and the trend has slowed. Likewise, the rise in

schooling for both women and men can continue for some time, but short of sending
everyonetopost-gr aduate school, some t hslawkg, fwvetd ve r e ac
diminishing, returns.

These are two reasons why rampant pestermmi sm i
growth prospects. In a cover story this past summer, The Economistc al | ed it @A Amer
l ost o0o0mph. Germiiowth seems to bave recovered to pre-recession rates,

the permanent damage wrought by the Great Recession may have knocked the United

States to lower potential GDP for a long time to come.? Continuous revisions have been

made to long-term forecasts, with most observers now putting the United States at

around 2 percent annual economic growth for the coming decades. That compares to

3 percent annual growth during the last 100 years.

Everyone, then, i s in search of those future
a boost to twenty-first:c ent ury growth in the same way that

! Gordon, Robert J., fis U.S. Economic Growth Over? Faltering Innovation Confronts the Six Headwinds,0

NBER Working Paper, August 2012 at http://www.nber.org/papers/w18315.

06Bri enThiMatits wih y the economy ,hthesWashngtdnéost Weonktblogi t canot
October 31, 2014 at http://www.washingtonpost.com/blogs/wonkblog/wp/2014/10/31/this-is-why-the-
economy-has-fallen-and-it-cant-get-up/.



and rising educational attainment did during the twentieth century. One potential boost
is a crucial economic area where women continue to be underrepresented:
entrepreneurship, especially high-growth entrepreneurship.

Overall, women-owned businesses account for about one-third of all types of
businesses in the United States. Among employer firms, however, women-owned
businesses are only about 16 percent of the total, and their share of revenues and
employees are in the single digits. Among high-growth firms, moreover, women usually
account for less than 10 percent of founders in any given sample.

These types of statistics, howeverfor arendét ne
approaching the issue. The matter of women and entrepreneurship is not one of trying

to reach some sort of quota; italsoi s not a matter of #Afi Xingo wc
entrepreneur shi p orThgisanectonogqic gravthyssue, and tpthe | s e .
extent that half of the American population and more than half of our educated

population are not fully participating in the engine of growth and innovation, it is an
opportunity to avoindd tthhea ti siesc un caw esxtpaegcntaetd of or
economy.

Despite fervent levels of interest in entrepreneurship around the country, official rates of
business creation have been falling for a number of years and have yet to recover from

their recessionary nadir.1 t 6 s possi ble that a rebound is al
explosion of entrepreneurship education and training programs soon will pay off in the
form of more new businesses. Il tdés also possib

entrepreneurial activity and high-growth entrepreneurship is in reversal. Many programs
specifically targeting women have been formed the past few years, and their impact
may be taking shape around us.

Either way, given the slowing rates of business creation, the long-term pessimism about
growth in the United States, and the rising share of women among educated workers, it
seems clear that the future of American entrepreneurship and growth is in the hands of
women. We need to figure out what will help the country take advantage of this
opportunity.

One way to do this is to identify what might be contributing to the low percentage of
women represented among high-growth companies and the investors who back them.
What, if anything, is different among women entrepreneurs, and what does this tell us
about public policy and private programs?

Some researchers attribute womenosrientedlwer | eve
entrepreneurship to gender differences in key resource inputs in human, social, and

financial capital (Carter et al., 1997; Coleman, 2007; Fairlie & Robb, 2009; Menzies, et

al., 2004; Orser, et al., 2006; Robb & Wolken, 2002). An increasing number of studies

have examined access to capital as a possible impediment to the growth of women-

owned firms (Brush et al., 2001; Brush, et al., 2004; Coleman & Robb, 2009). Recent

studies indicate that women-owned entrepreneurs raise smaller amounts of capital to



finance their firms and are more reliant on personal rather than external sources of
financing (Coleman & Robb, 2009; Coleman & Robb, 2010). Within the context of
growth-oriented entrepreneurship, this distinction is important, because growth-oriented
firms typically require substantial amounts of external capital in both debt and equity. If
women entrepreneurs do not seek, or if they are not able to obtain, external capital,
their prospects for growing their firms are diminished considerably.

We investigated these issues in more detail through a survey, conducted by Vivek
Wadhwa and with the support of the Arthur and Toni Rembe Rock Center for Corporate
Governance, Stanford University; the Pratt School of Engineering, Duke University; and
Women 2.0, of women who were founding CEOs, presidents, chief technology officers,
or leading technologists of tech startups founded between 2002 and 2012. Here, we
present some results from nearly 350 responses, comparing them to the sample of
high-tech firms tracked in the Kauffman Firm Survey (KFS), a longitudinal survey of
firms that began operations in 2004.

More than one-third of the firms surveyed began operations in 2012, while about

40 percent began in 2010 or 2011 (Table 1). Less than 10 percent began in the
pre-crisis years of 20027 2007, while about 14 percent were started during the height
of the financial crisis in 2008 and 2009.

While the survey focused on tech firms, these firms came from a wide distribution of
industries. About 17 percent of the firms were in retail and e-commerce, while another
15 percent were in health care, wellness, and medicine. About 14 percent of firms were
in community, social networking, and collaboration industries, while about 11 percent
were in industries related to education, recruitment, and jobs. Just fewer than 9 percent
of firms were in advertising or marketing. The remaining industries had 5 percent or less
of the firms in the survey: audio, visual, and media (5.2 percent), energy, environment,
and sustainability (3.4 percent), gaming and virtual worlds (3 percent), and finance and
payments (2.3 percent).

Survey findings highlight three primary challenges for women-owned high-tech firms:

1 Lack of mentors. Surprisingly few women in the survey cited a role model as their
motivation for starting a businessd and lack of available advisors is cited as one
of their top challenges. More access to mentors is an important strategy for
encouraging women to start and run successful high-growth companies.

1 Their view of success and failure. Women entrepreneurs rank lessons from
failures higher on their list of factors contributing to success than lessons from
successes.

1 Afinancing gap. A high fraction of these survey respondents cited financial
capital as a critical challenge to launching their firms (72.1 percent), and the
majority (nearly 80 percent) used personal savings as their top funding source.
This was surprising, given that about 31 percent of these respondents used



angel investors and 14 percent had venture capital financing, much higher levels
than businesses more generally and even high-tech firms, specifically. Building
the financial capabilities of women and ensuring access to outside financing is
among the recommendations we list in the following report.

Recent studies suggest that women entrepreneurs are making gains in fields previously
dominatedbymen(Nat i on al BWwmness @obngil 2012 Annual Report), but there
is still a significant gap in fields such as information technology, manufacturing,
construction, and transportation (Hackler et al., 2008; Developments in Women-owned
Business, 19971 2007, 2011). These gaps are important to understand because these
industries provide fertile ground for both revenue generation and employment
opportunities.

SURVEY FINDINGS: SMALL FIRM SIZE

The vast majority of firms surveyed were small. Nearly a third had no employees other
than the business owner herself. More than 56 percent had one to five employees, while
8 percent had six to ten. Only about 6 percent had more than ten employees, with just

1 percent having more than fifty employees.

Table 1: Distribution of Firms by Firm Characteristics

Year Founded

2002-2006 4.65
2007 4.07
2008 4.36
2009 9.3
2010 12.79
2011 27.62
2012 37.21
Industry
Advertising and Marketing 8.67
Audio, Visual, and Media 5.2
Communities, Social Networking & Collab. 13.87
Education, Recruitment, and Jobs 10.98
Energy, Environment, Sustainability, 3.47
Enterprise: Security, Storage, and Collab. 10.4
Finance and Payments 2.31
Gaming, Virtual Worlds 2.89
Health Care, Medicine, and Wellness 15.03
Retail, Shopping, and Ecommerce 16.76
Travel and Transport 3.47
Other 6.94
Number of Full Time Employes
Yourself Only 29.15
1to5 56.56
6 to 10 8.16
11 to 50 4.96
51+ 1.16

Source: Survey of founding CEOs, Presidents, CTOs, or lead
technologists of tech startups founded between 2002 and 2012



CHARACTERISTICS OF FEMALE ENTREPRENEURS

The women surveyed for this report were extremely well educated. Table 2 illustrates
this in detail. More than 56 percent had graduate degrees, while nearly 40 percent had
bachel or 6 ©nlydleogt5 peecent of respondents had associates degrees or
less. As shown in Appendix 2, women founders of high-tech firms from the Kauffman
Firm Survey also were well educated, but not to the same extent as the group
highlighted in this study. The KFS shows 23 percent of women having graduate degrees
and 45 percenthavingb a c h e |l or § whileneagly omesthird (32 percent) had
some college or less. Business was the field of study most cited by the women

surveyed (27 percent), followed by Liberal Arts (20 percent), and Computer Science,
Engineering, and IT (18 percent).

In terms of entrepreneurial pursuits, nearly 20 percent of the survey respondents
indicated that they were under the age of twenty-five when they started their first
company, while another quarter was between the ages of twenty-five and twenty-nine.
A full one-third of respondents were in their thirties and the remaining 20+ percent were
aged forty and above.

Table 2: Distribution of Firms by Founder Characteristics

Education Level

Associate Degree or Less 5.23
Bacheloris Degree 38.95
Master's Degree 47.68
Doctoral Degree 8.14

In What Field was Your Highest Degree?

Business 27.46
Liberal Arts 19.94
Computer Science/IT/Engineering 18.21
Social Sciences 9.83
Design 4,91
Natural Sciences 4.62
Law 3.47
Education 2.89
Behavioral Sciences 2.6
Other 2.31
Medicine 1.73
Mathematics 0.87

Age When You Founded Your First Company

=20 4.64
20-24 15.11
25-29 25.29
30-39 33.42
40-49 16.85
50+ 4.64

Source: Survey of founding CEQs, Presidents, CTOs, or lead
technologists of tech startups founded between 2002 and 2012



FOUNDER DRIVERS

Respondents were asked about their motivations for starting a company or getting
involved in an early-stage firm. In other research literature, important motivations for
growth-oriented entrepreneurs, whether male or female, have been things like the
potential for financial gain, the desire to work for oneself, and the drive to pursue an
idea. The tech entrepreneurs in this survey were no different from most other surveys of
entrepreneurs. (See Table 3.)

If we aggregate responses in terms of extremely important, very important, and

important, respondents cited the following three factors: wanting to capitalize on a

business idea (85.6 percent), the startup company culture appealed to them

(75.8 percent), and they have always wanted to start their own business (72.6 percent).

Two-thirds of respondents ranked the following two factors as important, very important,

or extremely important: wor ki ng f or someone el se didndét app
wealth.

These findings generally accord with other survey findings about what motivates
entrepreneurs and to what degree. One interesting thing to note about these responses
is that a surprisingly low percentage of women cited a role model as their motivation for
entering entrepreneurship. Women entrepreneurs who have successfully grown their
firms also can have an impact by serving as role models and mentors for other women
contemplating entrepreneurship or attempting to launch their businesses. Mentorship is
very important for successful entrepreneurs and, while this sample was very limited, this
finding potentially could indicate one reason behind the low share of women in growth
entrepreneurship.

A much smaller fraction of respondents indicated that their development of a technology
that they wanted to make into a business venture was what motivated them

(<10 percent) or that a co-founder encouraged them to become a business partner in
starting a company (6 percent). Less than 3 percent said that not being able to find
traditional employment was a motivating factor.



SUCCESS FACTORS

Survey respondents also were asked about their perceptions of what had contributed to

their success in starting and building companies. As shown in Table 4, the highest-

ranking factor was prior industry experience, followed by two sources of learning:

lessons from previous successes and lessons from previous failures. Interestingly, a

hi gher proportion of women cited |l essons | ear
i mportanto (44.1 percent) than sds€33.4pement).| ear ne
Also near the top in terms of self-identified drives of success were professional business

net works and the companydéds management team.

Very few respondents ranked advice/assistance from investors (8.7 percent) or from
state/regional agencies (4.1 percent) as extremely important for their success.



