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ABSTRACT: [In recent years, the field of regional economic analysis has focused on the social and
cultural environment of a place to explain variations in innovation activity, entrepreneurial dynamics,
and economic growth. Prominent among these studies is Richard Florida’s creative class theory.
He argues that urban economies grow because they are tolerant, diverse, and open to creativity,
which in turn attracts certain groups of people, the so-called creative class. Lee, Florida, and Acs
expand the theory into the realm of entrepreneurship. They argue that new firm formation is positively
associated with a creative and diverse social environment. In other words, those regions that are
alluring to creative talent, open to newcomers, and tolerant of those who are different, will also
have more people taking the risk of founding a firm, leading to increased economic growth. The
creative class theories, however, contrast with explanations that consider structural factors such as
access to financial resources and markets, among others, as important markers of entrepreneurial
success. In this article, we are interested in examining the ways in which a region’s creative milieu
and its opportunity structures may help or hinder different kinds of entrepreneurs, in particular
nontraditional entrepreneurs. We examine the effect of regional opportunity structures and creative
milieu on women, Black, and Hispanic business ownership for the 50 largest metropolitan statistical
areas (MSAs) in the United States in 2002. We find that opportunity structures, whether opportunity or
barrier, better explain the dynamics for these entrepreneurs. They benefit from a regional environment
that builds human capital and skill base, enables access to a variety of financial resources, and
facilitates market access. Given the growth of women and minority businesses and their potential
effect on regions, policymakers are well advised to tailor their policies to these groups.

Entrepreneurship plays an important role in stimulating a region’s economic development and
growth. When we think of business owners and entrepreneurs, we typically imagine the high-
technology entrepreneur in Silicon Valley, who started and bootstrapped his business in the base-
ment or in the garage. The notion that the entrepreneur is a white male, who is operating a
high-technology business in a region that is known for its entrepreneurial milieu, often domi-
nates the public discourse on entrepreneurship and is corroborated by evidence about those most
likely to enter entrepreneurship (Bates, 1993) as well as the regions that are known for being
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entrepreneurial (Saxenian, 1994). Such a perspective, however, is very limited and does not take
into account that business owners come from diverse backgrounds and that entrepreneurship is a
multifaceted and changing phenomenon. In fact, some observers claim that “entrepreneurs in the
next decade will be far more diverse than their predecessors in age, origin, and gender” and that
retirees, members of Generation Y, women, and immigrants will constitute this new and diverse
group of entrepreneurs (Intuit & Institute for the Future, 2007, p. 2).

We are already seeing evidence of these developments. For example, women and Hispanic
entrepreneurs are among the fastest growing groups of business owners. The number of women-
owned businesses has grown 19.8% between 1997 and 2002, almost twice the national rate for
all businesses, which was 10.3% (Lowrey, 2006). The Center for Women’s Business Research
estimates that there are 10.4 million privately held firms, where women own 50% or more in the
United States in 2006. Hispanic-owned businesses grew at an even higher rate. Between 1997 and
2002, they increased by 31%, three times the national average of all businesses in the United States
(U.S. Census, 2006a). Other minority groups also play an important role as business owners; there
are more than 1.2 million Black-owned businesses in the United States whose revenues increased
by 25% between 1997 and 2002 (U.S. Census, 2006b). More recent figures about the number
of women and minority-owned businesses are hard to come by because the Census conducts the
Survey of Business Ownership (SBO) as part of the Economic Census only every five years, and
the data are released about four years after their collection (Census, 2007). The most recent data
are for 2002 and were only released in 2006. SBO is one of a few data sources that provide insights
into the demographic characteristics of business owners in the United States.'

While the group of entrepreneurs is growing more diverse, women and minority business
owners are also changing in terms of their business orientation and entrepreneurial preparation.
Brush et al. (2004) have shown how women entrepreneurs are moving into fast-growing industry
sectors describing some of them as the “new generation of women entrepreneurs” (p. 151).
Bates demonstrates how Black-owned business ownership and success has changed, and that
these changes are illustrated by the emergence of these firms into new sectors, gains in higher
education, and decreases in discriminatory barriers (Bates, 2006).

In addition to the differences between entrepreneurial groups, there is regional variation in the
level and type of entrepreneurship (Lee et al., 2004; Mayer, Hackler, & McFarland, 2007). Some
regions may host more women business owners than others. Some may be less attractive to Black
entrepreneurs, and others see high levels of Hispanic business ownership. Tables 1-3 rank the 50
largest metropolitan areas by business ownership relative to metropolitan population (intensity) for
the three groups we examine. Miami, Denver, San Francisco, Atlanta, and Washington, D.C. rank at
the top of the 50 metropolitan areas that we examine for the intensity of women-owned businesses.
For Black-owned businesses, Atlanta, Washington D.C., Memphis, and New Orleans are the top
four metro areas.> Miami, San Antonio, Los Angeles, and Houston are the metropolitan areas
with the highest intensity of Hispanic-owned firms. However, in our data set, regional variation is
statistically significant only for Black-owned businesses relative to metropolitan population with
Southern metropolitan statistical areas (MSAs) having a mean 0.0076 Black-owned businesses
per 1,000 people versus the means for the regions of the Midwest (0.0046), Northeast (0.0033),
and West (0.0024). For women-owned businesses, industry intensity is fairly consistent across
regions; however, although the means are not significantly different, average Hispanic-owned
business industry intensity is less in the Midwest (0.0013) and Northeast (0.0032) than in the
South (0.0072) and West (0.0075). In this article, we are interested in explaining the factors that
contribute to such regional variation.

A region’s support infrastructure and milieu may play an important role in the success of
business owners. Entrepreneurs who are part of an ethnic or minority group may be especially
sensitive to the ways in which they are supported regionally. Florida’s creative class theory
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suggests that intangible factors such as tolerance and openness toward minority, ethnic, and
women entrepreneurs may influence their success. On the other hand, proponents of opportunity
structures theories consider tangible factors such as the entrepreneur’s ability to gain access to
markets, skills, and institutional support.

In this article, we engage in a debate about the type of regional entrepreneurial support and
its effect on different kinds of entrepreneurs. Specifically, we explore whether the creative class
theories’ (Florida, 2002, 2004; Lee et al., 2004) proposition that a crucial link exists between new
firm formation and a region’s creative milieu also explains the level and intensity of women, His-
panic, and Black business ownership. We contrast the creative class approach with theories about
a region’s opportunity structures that may help or hinder business ownership by the aforemen-
tioned demographic groups (Aldrich & Waldinger, 1990; Bates, 1997, 2006; Fischer & Massey,
2000). We use the same measures of regional creativity and tolerance as creative class theorists
and contrast those to measures of regional opportunity structures. We hypothesize that a region’s
opportunity structures are more important than its creative milieu to women, Hispanic, and Black
entrepreneurs.

We focus on women, Hispanic, and Black-owned businesses because they represent minority
entrepreneurship from a racial, gender, and ethnic perspective. These demographic groups may
experience higher barriers of entry and greater structural obstacles when entering the world of
self-employment and may be especially sensitive to what the region’s support infrastructure has
or does not have to offer.’ Black-owned businesses, for example, are only one-tenth the size of
the average U.S. business. The small size of these firms is due to the lack of financial capital,
which is often hard to access due to “racial inequalities in earnings and in wealth as well as
the discriminatory practices of lenders” (Conrad, 2005, p. 242). While Blacks have one of the
highest rates of loan application denial, Hispanics have a higher rate than Whites (Blanchflower,
Levine, & Zimmerman, 2003). Women have experienced similar barriers to access to capital
(Blake, 2006). Thus, our analysis examines the regional environment and support factors of the
most vulnerable entrepreneurs.

THEORIES OF ENTREPRENEURSHIP: CREATIVITY VERSUS OPPORTUNITY

There are a variety of theories that explain women, ethnic, and minority entrepreneurship. Most
theories focus primarily on the individual entrepreneur and his or her motivations, constraints,
and predispositions to start a firm (Bates, 1993; Brush, 1992). A few others can be applied
when we link observations about the regional environment to the level and intensity of business
ownership. Our focus on the environment accounts for the ways in which an entrepreneur is
embedded in a social, political, and cultural structure. Such a view is especially important for
urban and regional policymakers and economic development practitioners. Scott (2006b) notes
that entrepreneurs do not exist in a vacuum, and Malecki describes how “the ‘environment for
entrepreneurship’ in a region or locale is a critical part of the entrepreneurial process itself, as well
as of the chances for local economic development” (Malecki, 1997, p. 164). Theories focusing on
the environment of entrepreneurship highlight interesting debates about the factors influencing
the creation of new firms in a metropolitan region. On one hand, research showed how a region’s
creative milieu supports entrepreneurial development (Lee et al., 2004). Somewhat contrasting
is the research on opportunity structures, which highlights the crucial role of tangible factors
such as the entrepreneur’s access to markets, financial resources, critical capabilities and skills,
and institutional support. In the following, we compare the two lines of thinking and highlight
each theory’s conceptualization of the factors that support a region’s ability to foster minority
entrepreneurship.
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Creative Class and Entrepreneurship

The propensity of new firm formation and entrepreneurship at the regional level is influenced
by region’s intangible social characteristics or its “social habitat” (Lee et al., 2004). In recent
years, the theory of the creative class has received a lot of attention for its explanations of why
regions differ in economic growth and success. Florida, the theory’s main proponent, postulates
that those cities and regions that provide a welcoming and open environment to creative people
will benefit economically. The underlying assumption is that creative individuals (ranging from
supercreative occupations such as computer programmers, engineers, life scientists, and artists to
creative professionals like managers, lawyers, and high-end sales professionals) choose certain
places to live because they are tolerant, diverse, and open to creativity, which in turn translates into
innovation, job, and new firm creation (Florida, 2002, 2004). Thus, it is argued that the location
choice of this creative class in turn leads to regional economic competitiveness.

Florida and others (Lee et al., 2004) expanded creative class theory into the realm of en-
trepreneurship and found a relationship between new firm formation and a region’s cultural
creativity (as measured by the concentration of artistic occupations) and diversity (as measured
by the concentration of same-sex male unmarried partners). They argue that a region’s creativ-
ity and diversity “generate entrepreneurial activity” (p. 882) because of lower barriers to entry
for human capital and the resulting ideal environment for individuals who might be nascent en-
trepreneurs. Furthermore, they note that human capital, income change, and population growth
rates influence a region’s firm formation. Their findings suggest that the regions that are open,
tolerant, and creative attract human capital and as a result produce high levels of entrepreneurship
(Lee et al., 2004).

A major point of critique is that creative class explanations of entrepreneurship do not address
structural opportunities and barriers for minority entrepreneurs. The aforementioned study does
not take the varying needs and perspectives of different kinds of entrepreneurs into account. Lee
et al. (2004) also demonstrate that firm formation is insignificantly related with the percentage
of population that is foreign born (melting pot index), also a measure of diversity in Florida’s
work (2002). They hypothesized that the presence of immigrants has a positive effect on firm
formation. Explaining this finding, they argue that their measure does not differentiate between
the well-educated and wealthy immigrants and their less-educated and poor counterparts and
thus the effect of the index may become negated. Another explanation, however, may be that by
overemphasizing the creative milieu as a social habitat of entrepreneurs, the creative class theories
fail to take into account the importance of the region’s opportunity structures. This may especially
be important for those types of entrepreneurs that might be more sensitive to entry barriers. For
example, the ability to access financial capital, markets, and gain critical entrepreneurial skills may
be more important success factors for minority business owners than merely how hip or cool the
region is. Thus, the creative class theories of entrepreneurship do not consider the specific needs
of certain types of entrepreneurial groups that may depend on a very different social environment.
Women, Black, and Hispanic entrepreneurs might experience a region’s social characteristics in
very different ways than White business owners.

Creative class theories have been widely criticized and refined (Fainstein, 2005; Markusen,
2006; Peck, 2005; Scott, 2006a; Thomas & Darnton, 2006). Peck notes that a focus on attracting
the creative class allows policymakers to follow a neoliberal agenda by diverting their attention
away from more difficult policies that address redistribution issues and urban problems (Peck,
2005). Findings about the link between a creative class milieu and entrepreneurship might distract
policymakers from a focus on important structural factors that need to be in place to support
business owners (i.e., procurement programs, small business loans, etc.). Scott’s research indicates
that aregion’s economic system with its networks of producers, suppliers, and customers may play
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a more important role in developing creative cities than simply attracting and retaining creative
class people (Scott, 2006a). His observation may be especially relevant in studies of regional
entrepreneurship because a region’s economic structure and the ability of business owners to link
into markets can be an important determinant of entrepreneurial success. Rausch and Negrey
(2006) also examine the relationship between creative class theories and a region’s economic
strength or growth. They find that some parts of the creative class theories are indeed related
to a region’s economic development, primarily that human capital and high technology predict
current gross metropolitan product, while immigrants in the population and tolerance predict
growth. However, the portion of the population that belongs to the creative class is not related to
growth or output. Together these studies point to the role of factors outside of the social milieu
or habitat that are important in explaining regional economic growth and entrepreneurship.

Opportunity Structures and Entrepreneurship

Theories explaining the ways in which a region’s socioeconomic structure may help or hinder
the formation of businesses might be more useful in trying to assess spatial variation in women
and minority entrepreneurship. These theories (Aldrich, Carter, Jones, McEvoy, & Velleman,
1985; Aldrich & Waldinger, 1990; Light, 1972) examine the influence of structural constraints,
like market conditions, group size, and discrimination. It is generally assumed that push and pull
factors as well as contextual factors influence the likelihood and propensity of ethnic and minority
entrepreneurship (Basu, 2006). Within the opportunity structures of a region, there may be positive
and negative structural factors that influence entry of minority groups into entrepreneurship.
For example, the ability to cater to an ethnic enclave (a pull factor) may allow the business
owner to access a certain market while difficulties in accessing financial capital and accumulating
entrepreneurial skills due to discrimination or labor market segmentation may inhibit business
ownership in a region (a structural constraint) or might even encourage self-employment entry (a
push factor).

The subset of opportunity structure theories is the disadvantage theory. The theory suggests
that becoming an entrepreneur is a survival strategy, particularly when minorities encounter
barriers that deny advancement in the formal labor market (Fischer & Massey, 2000). Poor English
skills, nontransferable training from the entrepreneur’s homeland, limited educational attainment,
limited employment opportunities, and discrimination represent some disadvantages immigrant
entrepreneurs experience (Light, 1980). To counter them, small business ownership enables an
income stream that may be higher than in the formal market. Saxenian has found similar dynamics
for immigrant entrepreneurs in Silicon Valley (Saxenian, 2002). Disadvantage theory may also be
used to explain women’s entry into business ownership. Women often face difficulties in advancing
in their corporate careers due to the so-called “glass ceiling” that prevents them from entering
high-level executive positions (Fagenson & Jackson, 1993; Weiler & Bernasek, 2001). Factors like
the glass ceiling are often considered entrepreneurial push factors rather than pull factors (Orhan
& Scott, 2001). For Black entrepreneurs, the period between 1970 and 1980 represented a major
transition time with regard to their advantages and disadvantages in the labor and entrepreneurial
market. Boyd found that “black workers who became self-employed in 1980 were drawn into
independent business enterprise rather than pushed into it by lack of opportunity, as they were in
1970” (Boyd, 1991, p. 423). In 1970, Black entrepreneurs were dependent on niches as a result
of racial disadvantages. Starting in the 1980s, however, Black entrepreneurship began to change
(Conrad, 2005).

In contrast to disadvantage theories that describe push factors, theories that focus on pull factors
examine why certain groups of people are more likely to enter self-employment than others.
Cultural theories, for example, suggest that cultural elements such as shared beliefs, values, and
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norms will increase the likelihood of members engaging in entrepreneurial activities (Fischer
& Massey, 2000, p. 409). Basu reviews Sombart’s observations of Jewish entrepreneurialism
and Weber’s treatment of the Protestant work ethic and its implications for entrepreneurship
(Basu, 2006). These elements could be factors that are inherent in the member’s culture (so-called
orthodox cultural theory) or a response of the member’s immigrant status in society (reactive
theory). The reactive variant of the theory incorporates a community element and takes the
concepts beyond the individual entrepreneur. Light (1980), for example, distinguishes between
individual and collective actions and determines that entrepreneurial success also depends on the
engagement of the individual in the group. Thus, the group, or the broader regional economy in
which the entrepreneur acts, may influence the business owner, suggesting that a region’s support
infrastructure is critical for entrepreneurial success (Malecki, 1997).

One type of support infrastructure is the network. The ways in which minority entrepreneurs
engage in formal and informal networks to gain important information and knowledge are different
from other types of entrepreneurs. Women entrepreneurs, for example, are engaged in different
types of social networks than their male counterparts. Women’s networks differ from men’s
networks in terms of their activity level, density, and with whom they network (Aldrich, 1989;
Aldrich, Reese, & Dubini, 1989). Women, for example, have fewer men and more women in their
networks. These social network differences may translate into certain spatial business location
patterns. Women-owned high-technology firms, for example, exhibit different types of spatial
location patterns and those firms that are located in the high-technology core of regions like
Silicon Valley perform better than those in decentralized locations (Mayer, Forthcoming). This
may be the result of different opportunities to engage in the high-technology community due to
residential spatial location.

Speaking specifically to immigrant entrepreneurs and their networks, the middleman minority
theory suggests that immigrant groups “occupy the structural position of middlemen” (Fischer &
Massey, 2000, p. 409) in narrow economic niches with high solidarity within groups, but ignoring
connections to the host society. They are likely to be self-segregated, insulated, and save monies
for future investments (Bonacich, 1973). This theory suggests that the entrepreneur is isolated
from the broader regional environment and may not receive the necessary support that a region
may be able to offer them. The theory may also imply that the process of self-segregation further
distances the entrepreneur from the mainstream society to the point that the cultural/creative
milieu might not help the entrepreneur. In the case of women, segmentation patterns are observed
from both a social network and a geographic perspective. Hanson and Pratt (1988, 1991) argue
that the labor market for women is characterized by spatial segmentation, which may influence
women business ownership.

Market access can also play an important role as a structural factor. It is assumed that ethnic and
minority entrepreneurs cater to the demands of their enclave. The entrepreneur understands this
market’s tastes, preferences, and language. Typically, residential concentration (or also regional
concentration) of the same group helps, but the drawback is that this may be a limited growth
market, with high business turnover and greater risk of failure because such specialized goods
and services may have limited appeal outside of the enclave. In addition, an area’s concentrated
poverty can further limit demand and heighten effects of economic downturns (Massey & Denton,
1993). Entrepreneurial firms are more prosperous when supplanting sectors that majority firms
have abandoned and where economies of scale are low, demand fluctuates greatly, and/or the
goods and services are unusual or specialized (Aldrich & Waldinger, 1990).

Various other structural factors such as financial capacity, skills, and institutional support are
important structural determinants. It is suggested that the propensity toward entrepreneurship—
especially among disadvantaged groups—depends on personal, household, and structural factors,
as well as human and social capital factors (Bates, 1997, 2006). Bates notes that “viable small
businesses capable of expanding their operations and generating jobs commonly possess three
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traits: (1) involvement of skilled and capable entrepreneurs who have (2) access to financial capital
to invest in their business ventures, and (3) access to markets for the products of their enterprises”
(Bates, 2006, p. 231). In earlier work, Bates highlights the importance of a similar set of variables
to business success: human capital, financial resources, and institutional support. Institutional
support or assistance can take the form of government set asides, procurement programs, or
venture capital from the private sector. A region’s environment may offer the entrepreneurs better
or worse opportunities for gaining skills and capabilities, market access, financial resources, and
institutional support. A region may also develop policies and strategies that offer opportunities
and lower entry barriers to minority entrepreneurs.

WHAT MATTERS? CREATIVE CLASS VERSUS OPPORTUNITY STRUCTURES

The review of the literature illustrates an interesting debate between those theories that high-
light the importance of structural forces operating at the regional level that may help or hinder
entrepreneurs and theories that describe intangible characteristics such as a region’s creative and
cultural milieu. For the purpose of this research, creative class theories suggest that the level of
business ownership by women, Hispanics, and Blacks will be higher in those regions that have a
social habitat that is characterized by creativity, diversity, and the high levels of human capital and
innovation that these characteristics attract. In contrast, opportunity structure theories postulate
that entrepreneurship in these groups will be higher in regions that afford greater opportunity in
accessing financial resources, markets, entrepreneurial capabilities, and skills, where ethnic and
minority groups are integrated throughout the metropolitan population, and offer greater institu-
tional support. The debate between opportunity structure and creative class lies at the heart of the
critique of Florida’s argument. It is important to know whether it matters more if a region is cool
and hip or whether a region provides tangible support and low structural barriers for various types
of entrepreneurs and in particular for women and minority business owners. Developing a creative
milieu might be more difficult to achieve for urban planners and policymakers than developing
programs and policies that facilitate market access, provide capital resources, or contribute to
education and skill development.

WHAT DO WE KNOW ABOUT WOMEN, HISPANIC, AND
BLACK BUSINESS OWNERS?

As mentioned earlier, the groups discussed represent business owners that have traditionally not
been in the spotlight. Women business owners are often concentrated in female-typed industry
sectors such as retail, personal services, or education (Loscocco & Robinson, 1991). Increas-
ingly, however, women enter nontraditional sectors such as high technology, construction, and
manufacturing. This new generation of women entrepreneurs brings with them work experiences,
financial capital, and other capacities that they gained throughout their work histories, and they see
entrepreneurship as a viable career option (Brush, 1997; Brush et al., 2004). The trend in women
entrepreneurship is a reflection of broader developments of the extent and nature of women’s labor
force participation (Goldin, 2006; Goldin, Katz, & Kuziemko, 2006). Women are also mobilizing
institutional support in form of networking and social capital through groups such as Women
in Technology International (WITI) or Ladies Who Launch (Ladies Who Launch, 2007; WITI,
2007).

The trends in Black entrepreneurship are similar to those for women. Bates notes that “tradi-
tional Black businesses catered to a minority clientele, tended to be small, generated few jobs,
and were rarely owned by college graduates” (Bates, 2006, p. 230). He further notes that Blacks
typically owned businesses in personal services and retail, which is similar to the historical pat-
tern for women entrepreneurs. Black-owned businesses were located in Black residential areas
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and served neighborhood clientele, a pattern that fits the middleman minority theory (Bonacich,
1973). Historically, constraints on educational opportunities and social attitudes limited Black
entrepreneurship. This, as Bates argues, has changed and the Black business community looks
very different from the past. Boston and Ross (1997) find that this new generation of Black en-
trepreneurs (using the case of Atlanta, Georgia) are now represented in fields such as finance,
business, and professional services. Boston attributes this shift to the fact that Blacks “accumulated
a greater endowment of experiences, skills, and human capital attributes that are associated with
successful self-employment activity” (Boston, 2005, p. 374). Even though Black entrepreneurs
have seen these changes, they are still disadvantaged. Robb and Fairlie (2006) note their lower
sales, smaller payrolls, lower profits, and higher closure rates, and Blanchflower et al. (2003) find
that Blacks experience racial discrimination in credit availability.

There is less research about Hispanic entrepreneurship patterns. Hispanics, like Blacks, are less
likely to own firms than Whites (Lofstrom & Wang, 2006), even though Hispanics are the fastest
growing ethnic group in the United States, and business ownership grew three times faster than the
national average for all businesses between 1997 and 2002 (U.S. Census, 2006a). Hispanic busi-
ness owners are generally overrepresented in industries with lower educational attainment levels
and business equity (Lofstrom & Wang, 2006), such as construction and other services like per-
sonal services and repair and maintenance. The concentration in these types of industries may be
areflection of employment patterns and the opportunity Hispanics have to accumulate specialized
skills and knowledge of the sectors.* Among the entrepreneurial groups examined here, Hispanic
entrepreneurs are more likely to fit the reactive cultural, middleman minority, and/or disadvantage
theories because of their immigrant status and the associated disadvantages. Research, however,
has shown that immigrants integrate over time. For example, in Washington, DC, and Maryland,
Hispanic businesses are entering nontraditional sectors in response to government procurement
opportunities (Williams & Kang, 2006).

EXPLAINING VARIATION IN ENTREPRENEURSHIP

We examine the effects of the regional urban environment on entrepreneurship for women,
Black, and Hispanic businesses. In particular, we are interested in understanding how the cre-
ative class and opportunity structure theories can help explain how regional social, cultural, and
economic characteristics affect different types of owners’ entrepreneurial ventures. We exam-
ine the effects of these theories on the industry intensity of each type of ownership; that is, we
separately model the effects of regional creative class attributes and opportunity structures on
all women-owned firms, all Black-owned firms, and all Hispanic-owned firms in the 50 most
populous metropolitan areas (MSAs), according to the 2000 Census.> To compare the impact of
these different business owners from a metropolitan perspective, we do not use the count of firms.
Instead, for each type of business ownership, we adjust the total number of firms for its MSA
population; that is, we divide the total number of women-, Hispanic-, or Black-owned firms in
each MSA by the total MSA population (in thousands) to create three distinct dependent vari-
ables. The data for business ownership are derived from the 2002 Economic Census of SBO,° as
reported in August 2006.”

The SBO defines firm ownership based on 51% or more of its stock or equity in the hands
of a single owner. For example, a woman-owned firm in this data set is a business of which a
woman owns 51% or more of its stock or equity. We choose to include all firms whether they
have employees or not to fully account for entrepreneurship in the region. Summary statistics for
the three measures of industry intensity by type of ownership indicate not only the magnitude of
ownership overall but also hint at some regional variation (Table 4). For example, in the sample
of the 50 largest MSAs, the mean industry intensity of women-owned firms is about 24 firms per
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1,000 people. The Buffalo-Niagara Falls, New York MSA, with only 17 firms per 1,000 people,
has the lowest concentration, and the Miami-Ft. Lauderdale MSA, with 36 women-owned firms
per 1,000 people, has the highest. In comparison, the mean industry intensity of Black-owned
firms is considerably lower at approximately 5 firms per 1,000 people. The Salt Lake City-Ogden,
Utah MSA, with 0.4 firms per 1,000 people, has the lowest concentration, but a Southern MSA,
the Atlanta-Sandy Springs-Marietta, has the highest concentration with 15 firms for every 1,000
people. Finally, the mean industry intensity of Hispanic-owned firms is similar to that found with
Black ownership at about 5.5 firms per 1,000 people. Hispanic ownership is also higher in a
metropolitan area known for its Hispanic population with Miami-Ft. Lauderdale having 41 firms
per 1,000 people in comparison to the Memphis MSA with only 0.6 firms per 1,000 people. The
variation suggests that the regional urban environment should have consequence for different
types of entrepreneurship.

Our analysis of creative class theories examines whether these entrepreneurs benefit from the
regional social characteristics that define the creative class: human capital, social diversity, and
creativity—or commonly referred to as the “creative class” milieu—where tolerance of a region
encourages innovation from different types of business owners. More specifically, we model the
creative class regional effects by its stated dimensions of creativity, diversity, human capital,
high-tech innovation, while controlling for income and population growth rates on each type of
industry intensity (women, Black, and Hispanic). We measure these concepts in the same manner
and utilize the same data sources as past creative class studies have used, with all data from 2000,
as reported by Florida (2002). However, the creative class independent variables deserve further
explanation (see Table 5 for details on measurement and sources).

In particular, we measure three of the creative class concepts somewhat differently in each
of the industry intensity models due to high levels of multicollinearity. We employ a series of
statistical tests to determine robustness of each and make the following adjustments. To measure
the effect of creativity, we utilize the percentage of the workforce classified as supercreative in
the models for women and Hispanics industry intensities, but the percentage of the workforce
classified as creative class in the model for Black industry intensity. The creative class is defined as
“purveyors of creativity,” including occupations such as scientists, engineers, architects, designers,
writers, artists, and musicians. Florida also includes people who use creativity as a key factor
in their jobs and work in business, education, health care, law, and other professions. Florida
estimates that there are 38 million members of this creative class, making up over 30% of the
nation’s workforce (Florida, 2004, p. ix). In comparison, the supercreative core is a subset of the
creative class, composed of scientists, engineers, university professors, poets, novelists, artists,
entertainers, actors, designers, architects, editors, think tank researchers, and other “creative”
occupations. Florida collectively defines the supercreative core as those who are “producing new
forms or designs that are readily transferable and widely useful” (Florida, 2004). Consequently,
both measures capture Florida’s idea of creativity.

We make similar adjustments to the concept of diversity in a metropolitan population. We utilize
the melting pot index, which is the relative percentage of foreign-born population in a region, for
the women and Hispanic models, but the percentage of the population that is nonwhite for the
model of Black industry intensity. The rationale for this concept is that “diversity and creativity
work together to power innovation and economic growth” (Florida, 2004, p. 262). In Florida’s
original work (2000, 2002) both measures capture this concept. The measurement of human capital
also differs among the models of industry intensity. The measure of human capital is college
attainment, or the percentage of the population with a bachelor’s degree or higher. For the women
and Black models, we utilize college attainment for the entire metropolitan population; however,
for the Hispanic model of industry intensity, it utilizes Hispanic college attainment. Again, these
adjustments were to correct for high levels of multicollinearity, but the selection of the variable
for each concept is representative of other empirical research examining the creative class.
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One other concept of importance to creative class theories is the measure of innovation. Florida
predicts that creative and diverse regions should have greater rates of innovation. We employ the
same measure of innovation for each model as suggested by Florida (2002), which is the Milken
Institute’s Tech Pole Index (DeVol & Wong, 1999). The index attempts to quantify how “high
tech” a region’s economy is. It is calculated by multiplying the percentage of national high-tech
real output by the high-tech location quotient for each MSA.

In juxtaposition to creative class theories, we also examine the effect of regional opportunity
structures on women, Black, and Hispanic industry intensities to determine how each of the
ownership types varies with respect to a set of variables derived from the literature discussed above.
Those are: metropolitan financial resources, institutional support, market access, entrepreneurial
skills, and segregated metropolitan populations. Given that opportunity structures are individual
in nature, we adjust financial resources and entrepreneurial skills in each model for the type of
business owner—women’s, Hispanic, and Black relative earnings or percentage in management
positions. However, due to similar issues with multicollinearity, we model the effect of market
access differently across the three models. Three variables attempt to capture the effect of market
access: average size of all establishments in the metropolitan area (used in the women and Hispanic
models), industry intensity of all metropolitan establishments (also in the women model), and
average business sales and receipts (used only in Black model). Our comparison of creative
class and opportunity structures theories for 50 MSAs compels us to concentrate on the essential
factors proposed by each set of theories due to issues with the degrees of freedom; thus, we do
not include some concepts that are often in business location analysis, like transportation costs, in
our empirical analysis because they are not relevant to our theories of interest.

As indicated in the literature on opportunity structures, we also examine a metropolitan area’s
institutional support, or the creation of networks and social capital. Given the difficulty in mea-
suring these concepts, we only examine this variable for women entrepreneurs. Our institutional
support variable reflects the presence (or lack thereof) of organizations that assist women business
owners. For this research, we documented the metropolitan areas that had “Ladies Who Launch”
events and/or a “Women in Technology International” (WITI) chapter.® From these data, we de-
veloped an ordinal dummy variable ranging from values of zero to two in order to reflect whether
or not the metropolitan area hosts “Ladies Who Launch” events and/or has a WITI chapter. Al-
though the modal category for presence of networking and social capital is zero (40% of the
MSAs neither hosted a Ladies Who Launch Event or had a WITI chapter), 60% of the metros in
our sample hosted a Ladies Who Launch event and/or had a WITI chapter (34% had one and 26%
had both), noted as a value of one for the dummy variable.

We report the summary statistics for all dependent and independent variables that represent
regional creative class milieu and opportunity structures we test in Tables 4-5, which provides
greater detail on each of the variables, including the sources of these data and the model in which
the variables appear. We report the bivariate relationships among the independent and dependent
variables for creative class and opportunity structures in Table 6. However, our understanding
of the regional environment’s influence on entrepreneurship from a gender, race, and ethnic-
ity perspective cannot solely rely on these bivariate relationships because of the interdependent
and integrated nature of this environment. Thus, we test creative class theories and opportunity
structures separately for women-, Hispanic-, and Black-owned businesses for a total of six re-
gression models to predict industry intensity for each owner type. These methods enable us to
determine how metropolitan areas can affect the existence of firms relative to the region’s pop-
ulation. We estimate the regression models with OLS, using White’s standard errors correction
for heteroskedasticity where appropriate.” The final results show no evidence of serial correlation
based on the Durbin Watson test statistics, and condition indices and variance decomposition
proportions indicate that a minimal but acceptable level of multicollinearity exists due to the
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variable substitutions discussed above.! In the following sections, we discuss of the results of
women, Hispanic, and Black business ownership within the context of the regional creative class
and opportunity structures theories. We begin with a comparison of the results for women business
ownership (Table 7) and continue in a similar fashion for Hispanic (Table 8) and Black (Table 9)
business ownership.

WOMEN ENTREPRENEURSHIP

The Creative Regional Milieu for Women

In examining the effect of a region’s creative and cultural milieu on women business ownership,
we uncover how these intangible characteristics of a region may support women entrepreneurship.
The creative class model for the industry intensity of women-owned firms (Table 7) indicates that
metropolitan areas with more women-owned firms relative to their population are more likely
those where the percentage of foreign born (melting pot index) is greater, percentage of the
population with a bachelor’s degree or higher (educational attainment or “human capital”) is
greater, the economy is less “high-tech” (tech pole index), and there has been population growth.

Of the creative class theoretical predictions, only diversity and human capital have the expected
relationship to female entrepreneurship. The role of diversity in the region, as the melting pot index
depicts, plays a strong role in explaining the intensity of women-owned businesses. Unlike the
findings of Lee et al. (2004) with regard to overall MSA entrepreneurship, this diversity measure
indicates that the tolerance of these places is important for female entrepreneurs. Educational
attainment, or the human capital of aregion, also has a significantly positive effect on the dependent
variable. This is to be expected given the findings by Goldin (2006) that women have changed
their educational enrollment from majors focused on consumption to those focused on investment
today, and women have surpassed their male counterparts in terms of educational attainment.
However, the tech pole innovation measure has a significantly negative effect. This result, in
addition to the insignificant effect of the supercreative workforce presence, may reflect a structural
fact in the U.S. economy. That is, high-tech firms—often capital-intensive industries—and their
supercreative core occupations—scientists and engineers—are often male-dominated (Massey,
1995). Perhaps an occupational definition to portray creativity is too restrictive, particularly in
relation to gender and business ownership. Analysis of the Current Population Survey in 2000 data
on self-employed individuals indicates that men are more likely to be in technical occupations and
in industries more high-tech in nature.!' Some traditional occupations for women in education
and health services, like a home-care worker dealing with clients, are not captured in the definition
of creative class jobs, but require just as much creativity in addressing patient needs (Markusen,
2006).

Of the control variables in the model, income (aggregate earnings per person) is insignificant,
but metropolitan areas with greater population change are churning business growth. Growth in
population requires the building of roads, schools, and general services, with established business
growth following. Population growth’s effect also makes intuitive sense given the positive effect
of the melting pot index. Growing areas are often the home to the first wave of immigration. It may
indicate that regional growth provides potential for additional nontraditional entrepreneurship,
especially when it comes to opening businesses in the service and retail sectors where women
have traditionally been concentrated as business owners.

In regard to how a region’s creative and cultural milieu affects women business ownership,
only diversity and human capital are important. The insignificance of creativity and innovation
indicates that there are still structural economic impediments. Florida (2002) also recognizes this
when he qualifies the effect of diversity on regional growth.
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While the Creative Class favors openness and diversity, to some degree it is a diversity of
elites, limited to highly educated, creative people. Even though the rise of the Creative Class
has opened up new avenues of advancement for women and members of ethnic minorities, its
existence has certainly failed to put an end to the long-standing divisions of race and gender.
Within high-tech industries in particular these divisions still seem to hold. (pp. 79-80)

Consequently, the importance of economic structure and power relationships may be displaying
such an effect in this model of women-owned businesses.

Regional Opportunity Structures for Women

Moving from the intangible characteristics to the aggregate opportunity structures of a region,
we find the presence of several structural forces operating at the regional level that may help
or hinder female entrepreneurs. The opportunity structures model for the industry intensity all
women-owned firms (Table 7) indicates that metropolitan areas with more women-owned firms
relative to their population are more likely those where more women are employed as managers
and the area is less integrated. In regard to market access, on average, larger intensities of women-
owned firms occur in metropolitan areas where there are lower barriers to entry with the average
firm having fewer employees, yet there are a large number of all firms in the economy relative to
the metropolitan population (industry intensity). This model provides a better understanding of
the dynamics facing a woman business owner that may be low-tech or less creative, as the region
itself may be.

A region’s entrepreneurial capacity (as measured by the presence of women in managerial,
official, and professional positions) has a strong effect on women-owned industry intensity.
Metropolitan areas with higher percentages of women in professional and management posi-
tions have significantly greater representation of women-owned firms relative to their population.
This suggests that metropolitan areas have greater female entrepreneurship when women have
greater opportunities to gain entrepreneurial skills and capabilities through experience in manage-
ment positions. This is particularly interesting given the effect of women’s earnings. Surprisingly,
access to financial resources (female earnings relative to male) is not relevant to the intensity
of women-owned businesses; as we describe later, although insignificant, the negative sign that
represents the sample is repeated for Black and Hispanic models. Personal earnings may only be
part of the financial support that an entrepreneur needs to begin and sustain a business; as we work
further on these relationships, collection of data for other financial instruments (loans, grants, and
wealth as measured by homeownership) may engender results that support the theory. In fact,
for women, we were able to collect a measure to proxy other types of support, particularly so-
cial capital and entrepreneurial networking. However, metropolitan areas with organizations that
provide entrepreneurial assistance as well as networking opportunities did not have a significant
effect, but for the sample, areas with more support had greater firm intensity of women-owned
businesses. Female entrepreneurs, not unlike other entrepreneurs, may benefit from groups that
provide training but also offer critical networking opportunities.

The opportunity structures model for women business ownership suggest that beyond an envi-
ronment that is open to women advancing in the workplace into management, the size and scope
of the existing market structure can greatly affect the presence of such firms.

Overall, we see that both theories impart explanations of female entrepreneurship. Regions
that provide opportunity are vital, particularly on the demand side of market. The Fulton (2007)
recently suggested that a city’s responsibility should be to take a more “risky” role in funding
businesses that need the most help given governments’ desires to enter the venture capital market.
We discuss some cities’ attempts to increase the number and the performance of minority-owned
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firms in our conclusion as they are relevant to each group of entrepreneurs. However, the creative
class model suggests that the supply side is also critical in terms of human capital and diversity.

HISPANIC ENTREPRENEURSHIP

The Creative Regional Milieu for Hispanics

For Hispanic business owners, the effect of a region’s creative and cultural milieu is more
varied than for women (Table 8). Metropolitan areas with more Hispanic-owned firms relative
to their population are more likely those where the supercreative core has a greater presence in
the workforce, the percentage of foreign born (melting pot index) is greater, the percentage of
Hispanics with a bachelor’s degree or higher (“ethnic human capital”) is greater, the economy is
less “high-tech” (tech pole index), aggregate earnings per person are smaller, and there has been
population growth.

The same regional environment that supports the Hispanic population in attaining college and
graduate degrees creates the milieu that enables business start-ups. These regions are diverse
and open to foreign-born populations, possibly indicating market related enclave and preference
effects. Again, these are metropolitan areas that are experiencing population growth. However,
they are in regions where the income is not a positive factor, suggesting again that earnings
are only part of the business ownership financial requirements. Yet, it may also reflect that
it does not matter how rich or poor a region is, rather it is more about how the economy is
organized. Hispanic business ownership is heavily prevalent in the construction- and service-
oriented industries (Lofstrom & Wang, 2006). In fact, an interpretation of the positive effect of
the supercreative core workforce in conjunction with the other independent variables may be that
the Hispanic businesses are supporting the needs of the supercreative core’s service economy as
they are more likely to enter low barrier industries (Lofstrom & Wang, 2006, p. 17). Thus, the
business structure of the economy may be more important than creativity and innovation.

Regional Opportunity Structures for Hispanics

The effects of regional opportunity structures on Hispanic business owners are similar to that
found for women, with the exception of financial resources (Table 8). Metropolitan areas with more
Hispanic-owned firms relative to their population are more likely those where more Hispanics
are employed as managers, less access to financial resources (Hispanic household earnings as
a percentage of White’s) exists, and the area is less integrated. In regard to market access, on
average, larger intensities of Hispanic-owned firms occur in metropolitan areas where there are
lower barriers to entry with the average firm having fewer employees.

This model indicates that financial resources are a barrier, not an opportunity as the theory
would predict. And in comparison to women, the significantly negative effect of personal earn-
ings on industry intensity suggests that financial support for entrepreneurial ventures may need to
be more diversified for this ethic group. Also of importance is the significantly negative effect of
the integration index on Hispanic business ownership. Given the enclave nature of Hispanic settle-
ment, the theory of an ethnic “middleman” filling a structural position in an intermediate market
may continue to affect the entrepreneurial opportunity for Hispanics. As Bonacich (1973) sug-
gests, these middleman positions are likely to be self-segregated and insulated. A less-integrated
metropolitan area may in fact be an opportunity for the Hispanic entrepreneur.

Both models have strong predictive capacities with respect to industry intensity of Hispanic-
business owners. In fact the melting pot and integration indices provide a unique perspective of
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Hispanic entrepreneurship—immigration that is highly concentrated in specific areas within a
metropolitan area favors the Hispanic-business owner. Human capital and entrepreneurial skill
enhancement attained through management positions can reinforce greater growth in such niche
markets. The interaction of these factors and markets indicate consequential spatial aspects and
provide context to the creative class story.

BLACK ENTREPRENEURSHIP

The Creative Regional Milieu for Blacks

Creative class theories are not as robust in explaining Black entrepreneurship, particularly on
two important variables (Table 9). Metropolitan areas with more Black-owned firms relative to
their population are more likely those where the relative nonwhite population is greater and the
regional economy is less “high-tech” (tech pole index). The positive effect of the diversity measure
in this model, percentage of nonwhite population, may at first glance indicate that the immigrant,
foreign born population is not as beneficial as it was for women and Hispanic business ownership;
however, this measure of diversity relies more on the internal composition and less on external
influence of immigrants. Consequently, this result for Black businesses may to a greater degree
reflect tastes and preferences in relation to geographic space.

The most disquieting result is that human capital (whether the measure for the race or for
the metropolitan population) is not significant, and in fact, it has a negative sign if we only
focus on relationships in the sample. This is contradictory to the findings for the other types of
entrepreneurs. Consequently, the intangible factors of creative class theories help very little in
describing the existence and intensity of Black businesses.

Regional Opportunity Structures for Blacks

The regional opportunity structures for Black-owned businesses provide a better explanation
than the above creative milieu factors (Table 9) with similar results to the other two types of
entrepreneurs discussed above. Metropolitan areas with more Black-owned firms relative to their
population are more likely those where more Blacks are employed as managers, less access to
financial resources (Black household earnings as a percentage of Whites’) exists, and the area is
less integrated. The latter provides greater support for the fact that nontraditional entrepreneurs
experience amiddleman or enclave effect. Entrepreneurial skills and capabilities are also important
for Black business, and given the insignificantly negative finding for educational attainment in
the creative class model, perhaps management experience is necessary to compensate for human
capital. The combination of these two concepts suggests a decrease in the “push” of highly
educated Blacks into entrepreneurship given that other opportunities may be available, including
management positions.

Although Bates demonstrates that Black business ownership is changing and attributes this
to gains in higher education and decreases in discriminatory barriers (Bates, 2006), the results
here suggest regional opportunity structures may have a stronger effect on their ownership. The
insignificant effects of creativity and human capital on Black business ownership suggest a very
different regional environment than found for Hispanics above. The insignificant effect of average
Black-owned business sales conveys that even in the sample of the populous metros, doing well
in sales does not mean that entrepreneurship is more prevalent. All in all, strong structural imped-
iments seem to be present for Black business owners. As explained above, the only statistically
significant regional variation was for Black-owned businesses, where the greatest concentration
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of businesses is in the South. The history of race relations and segregation may in fact present the
biggest barrier in describing the evolution of Black business ownership in a regional setting.

REGIONS AND ENTREPRENEURSHIP

On the surface, it seems that creative class theories are able to provide perspective on the
intangible assets of a region and how they can affect Hispanic and women-owned business.
However, much of our conclusions seem to boil these results down to significant structural issues
from economic to spatial factors. The thought that gender, race, and ethnicity with respect to
business ownership would benefit from integrated populations is clearly not supported in the
structural models. In contrast, enclave mechanics seem to indicate spatial and economic market
justifications. Markets are of the utmost importance to women-owned businesses. Human capital
is defining for all but Blacks, but even more specific is the effect of management experience in
predicting business ownership.

We realize that this analysis uses some aggregated individual data to predict regional variation,
a step that some may call an ecological fallacy given the variation of ecological factors within
geographic space. However, we are trying to uncover how an internal or endogenous source
of urban growth, entrepreneurship, is related to regional factors. The embedded opportunity
structures in a region seem to trump the importance of the creative class attributes with respect to
entrepreneurship. Innovation has a consistently negative effect; the creative workforce only had
an effect on Hispanic businesses; and human capital was unable to account for Black business
dynamics. Only diversity, as measured by the melting pot index, had a stable and predicted
effect on ownership. However, for Hispanics and women, this effect accompanied population
growth, where churning of population and increased demand for services are natural partners
to regions receiving foreign-born population growth. As for human capital, it has no effect for
Black entrepreneurs, and the positive effect for Hispanics is somewhat expected given the second
generation of immigrant populations are reported to have significantly greater attainment. The
varied results seem to indicate that not all entrepreneurial classes can survive on creative milieu
alone.

Our findings point to a more tangible set of policy choices available to economic developers and
planners. Even though the creative class theories have become very prominent in the field, there
have not been many examples of effective implementation of its policy implications. Michigan’s
Cool Cities program might be an exception.'? However, if one takes a closer look at this program,
one realizes that it bundles existing place-based urban redevelopment programs and projects
such as main street revitalization, downtown redevelopment, and neighborhood development. In
fact, some have criticized that the application of policies derived from creative class theories
overshadows the more basic (and often redistribution oriented) policy goals a city or a region has
to pursue (Peck, 2005).

In contrast, our findings point to the prospect that policymakers should support their city’s and
region’s entrepreneurial opportunity structures. Some cities are already taking such an approach.
In the late eighties Littleton, Colorado, for example, has adopted the Economic Gardening ap-
proach. Instead of attracting businesses from outside, Littleton’s economic developers focused on
providing support for entrepreneurial and business development (Small Business Administration,
2006). This approach has been replicated and adopted not only by other cities, but also by states
like Georgia. Changing the focus from smokestack chasing to the development of small businesses
represents a paradigm change for economic developers.

Given the potential and growth of women and minority businesses, policymakers are well ad-
vised to take such a paradigm shift into account and tailor their policies to these groups. More
specifically, our results show that these groups benefit from a regional environment that builds
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the necessary human capital, enables access to variety of financial resources, and facilitates mar-
ket access. Among all three groups, human capital—and specifically managerial skills—were a
key factor in explaining entrepreneurial intensity. Policymakers should encourage the region’s
secondary educational institutions, and in particular business schools, to expand their women and
minority recruitment programs. Local chapters of mentoring programs such as SCORE “Coun-
selors to America’s Small Business,”!?> WITI, and “Ladies Who Launch” should be supported
and expanded.

The availability of diverse sources of funding and access to financial capital is another key policy
area. The Maryland Small Business Development Finance Authority provides working capital
assistance to minority business owners who hold a procurement contract with any government
or public utility client (Bates, 2006). This program aids these firms by providing them with the
necessary financial resources in situations when the business owners are unable to obtain capital
from other sources.

Lastly, market access is critical to women and minority firms and lowering the barriers is key
to the success of these firms. Bates describes Chicago’s efforts to increase the number and the
performance of minority-owned firms (Bates, 2006). City agencies target 25% of their procure-
ment on minority business enterprises (MBEs). In addition, policies such as quick payment and
subcontracting requirements on large construction projects allow MBEs to gain capital and enter
certain markets niches. Not only access, but also information about markets is important. Little-
ton’s Economic Gardening program provides firms with access to important market information.
Economic developers gather intelligence on markets and customers, enabling small firms to com-
pete with large firms. An even more tailored approach is the Rhode Island Economic Development
Corporation’s “Every Company Counts” program through which it provides technical assistance
to small business owners.'* The Corporation has recognized the potential of its Hispanic popula-
tion and is providing the assistance not only in English, but also in Spanish. In contrast to creative
class policies, policies that address the opportunity structures associated with human capital and
skills, financial resources, and market access seem to better address the economic and business
development potential of nontraditional groups in a community.

Our analysis of regional creative milieu and opportunity structures suggests a more complex
policy agenda for developing minority entrepreneurs. Our approach marries data from the SBO
from 2002 with data from the U.S. Census and Florida (2002) in order to measure concepts
from two specific points of view—entrepreneurs thrive because of the creative milieu of the
region or because of the structural opportunities that the region provides. We present a unique
comparison of what regional factors can help or hinder women, Hispanics, and Blacks in their
entrepreneurial ventures. However, the data are not without problems because they neither allow
for more graduated analysis of specific industries to determine how the effects differ nor do they
provide individual business owner characteristics. New data sets promise to have a greater potential
for such analysis. In late 2007, The Kauffman Foundation, with the assistance of Mathematica,
released firm-level survey data that could assist with these flaws, particularly in relation to the need
for more precise financial measures and other development issues for new businesses.'> These
data may provide a more refined understanding of how policymakers can support entrepreneurs
because they will detail a variety of business-level characteristics not currently available in the
public sphere. Entrepreneurs are a consequential component to our national economy, and the
policymakers desiring to strengthen this endogenous source of growth require greater knowledge
of the entrepreneur’s decision process and strategy formation in order for policies to be able to
encourage and nurture a diversity of entrepreneurs.

ACKNOWLEDGMENT: The authors wish to thank Kevin Stolarick and Richard Florida for allowing us to use
their data and Michael English for his assistance, particularly with data collection.
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ENDNOTES

The Current Population Survey is another data set that provides information on self-employed individuals.
In addition, The Kauffman Foundation and Mathematica recently released firm level survey data that allow
for a longitudinal view of the development of new businesses. In its complete form, the survey will include
information on approximately 5,000 new businesses formed in 2004, with follow-ups in 2006, 2007, and
2008.

We have to note that some metropolitan areas such as San Antonio have suppressed data because they do not
have a sufficient number of Black-owned firms.

We excluded Asian-owned businesses from the analysis because this group of entrepreneurs has been very
successful outperforming their Hispanic and Black counterparts (Basu, 2006). They have also received more
scholarly attention in the past than the other groups.

Our analysis does not focus on specific industries because the Survey of Business Owners provides the county
or metropolitan level data only at the two-digit NAICS level. Thus, a meaningful analysis of these industry
sectors that minorities specialize in is not feasible.

Census 2000 PHC-T-29. Ranking Tables for Population of Metropolitan Statistical Areas, Micropolitan Sta-
tistical Areas, Combined Statistical Areas, New England City and Town Areas, and Combined New England
City and Town Areas: 1990 and 2000.

The 2002 Survey of Business Owners (SBO) was conducted by mail. One of two census forms was mailed to a
random sample of businesses selected from a list of all firms operating during 2002 with receipts of $1,000 or
more, except those classified in the following NAICS industries: crop and animal production (NAICS 111, 112);
scheduled air transportation (NAICS 4811, part); rail transportation (NAICS 482); postal service (NAICS 491);
funds, trusts, and other financial vehicles (NAICS 525), except real estate investment trusts (NAICS 525930);
religious, grantmaking, civic, professional, and similar organizations (NAICS 813); private households (NAICS
814); and public administration (NAICS 92).

This is the final, updated version of the 2002 Guide to the Economic Census, Women-, Black-, and Hispanic-
owned Businesses, http://www.census.gov/prod/ec02/sb0200cswmn.pdf. One other data caveat is important to
address. Because the 2000 MSA definitions (and their corresponding counties) in most cases did not match the
county by MSA listing in the 2002 SBO, we collected individual county data from the Census and aggregated
these to obtain MSA level demographic data that corresponds with the 2002 SBO MSA definition.

Ladies Who Launch is designed to provide women with the tools and networking opportunities to help develop
their businesses and entrepreneurial goals. It has incubator programs designed to help women expand and clarify
their business visions and initiate participants to the concepts of incubating. WITI helps women advance by
providing access to and support from other professional women working in all sectors of technology.

White’s correction adjusts the standard errors for the coefficients of the independent variables enabling proper
interpretation of #-stats, but it does not change the coefficients themselves. We use the correction in all of
the models examining the creative class theory as well as the model assessing women opportunity structures.
However, there was no evidence of heteroskedasticity in the model of opportunity structures for Black business
ownership. For the model of Hispanic business ownership under the opportunity structures theory, we utilize
a weighted least squares correction for the heteroskedastic effect of percentage of Hispanic managers on the
standard errors and resulting z-stats for the coefficients of the independent variables. The error variance is
proportional to the percentage of Hispanic managers; therefore, the model is transformed by dividing the de-
pendent and independent variables and constant by the square root of this variable. This transformation corrects
the standard errors for the coefficients on the independent variables, making the error variance homoskedastic,
but it does not change the coefficients themselves. In fact, the transformation of the data to reflect this type of
heteroskedasticity improves the efficiency of the estimates (Gujarati, 1995, p. 383).

The rule of thumb is that if the condition index is between 10 and 30, there is moderate to strong multicollinearity.
However, none of the condition indices for the models are greater than this threshold (Gujarati, 1995, p. 338).
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11 Analysis is part of the authors’ research on human capital and entrepreneurship, funded by the Small Business
Administration (Hackler, Harpel, & Mayer, 2008).

12 For more information, see http://www.coolcities.com/.
13 For more information about score, see http://www.score.org/explore_score.html.
14 For more information about the Rhode Island program, see http://www.everycompanycounts.com/.

15 See endnote 1 above. For more information, see The Kauffman Firm Survey at http://www.kauffman.org/kfs/
and http://www.mathematica-mpr.com/surveys/kauffmanfirm.asp.
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