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Abstract

This study conpares the nunber and attributes of self-enployed
wor kers using the Characteristics of Business Omers and Current
Popul ation Survey data series. Both sources of data have been
wi dely used in enpirical studies of entrepreneurship/self-

enpl oynment. Substantial and inexplicable differences were found
in the two data series' estimates of the nunber of self-enployed
men and wonen for both reference years. |In terns of individua
attri butes, the CBO and CPS appear to report reasonably simlar
profiles of self-enployed individuals in terns of marital status
and geographic location, and simlar systematic gender
differences in the industrial distributions of these individuals.
However, in terns of other attributes captured by both data
series, including age, the two series exhibit notable
dissimlarities.

KEYWORDS: Snmal | Busi ness, Self-Enploynent, Current Popul ation
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OVERVI EW

The rise in the nunber of self-enployed individuals over the
past two decades has been acconpani ed by a nunber of enpirical
studi es of self-enploynent. One group of these studies has drawn
upon data fromthe Current Popul ation Survey (CPS). These
studi es include More (1983), who attenpts to shed light on
enpl oyer discrimnation by exam ning racial and gender
differences in self-enploynent earnings, and Evans and Lei ghton
(1989), who assess factors influencing self-enploynent entry and
exit. Oher CPS-based inquiries into self-enploynent issues
i ncl ude Devine (1994), who provides a conprehensive, inter-
tenporal profile of self-enployed wonen, and Boden (forthcom ng),
who expl ores gender differences in the propensity for workers to
swtch fromwage enpl oynent to self-enploynent. Another
paral l el body of research has been based upon the Characteristics
of Busi ness Omers (CBO data, including Bates (1989), who
exam nes factors influencing small business viability in central
cities, and Bates (1990b), who nodels the relationship between
human and financial capital and the |ongevity of entrepreneuri al
endeavors.! Also, Carrington and Troske (forthcomi ng) use the
CBO dat a--suppl enented with CPS data--to exam ne gender
segregation of workers in small businesses.

Both the CPS and the CBO represent inportant resources for
cross-sectional anal yses of self-enploynent phenonena (Aronson,
1991), and the aforenentioned studies exploit the respective
strengths of these two data sources. But do CBO and CPS-based
studies truly reflect different perspectives of a common
popul ati on of self-enployed workers? This paper presents the
first conparison of the self-enployed individuals represented in
the CBO and CPS data series. W first conpare estimates of the
nunmber of self-enployed individuals in a presumably conparabl e



subpopul ati on between the two data series for the reference years
1982 and 1987. We then conpare the distribution of these

i ndi vidual s by age, education, marital status, Census region,

i ndustry, and the percent of household or personal incone derived
fromself-enploynent. Al of our conparisons are also broken out
by gender in deference to Devine (1994), who report notable
gender differences in the attributes of self-enployed workers as
well as a higher growh rate in the nunber of self-enployed
worren.

Fromthe outset, it should be noted that there are glaring
differences in the nunber of self-enployed workers reported by
the CBO and CPS data series. For instance, even after screening
out what shoul d be conparabl e subpopul ati ons of sel f-enpl oyed
workers fromthe two data series, the 1987 CBO reports 22 percent
nore workers than the CPS data series for the sane reference
year. Moreover, the CBO reports a 1982-1987 growth rate of 30
percent for this major subpopul ati on of self-enployed
i ndividuals, while the corresponding growh rate reported by the
CPS is about 7.5 percent. And these discrepancies are even nore
prof ound when the data are di saggregated by gender. Also, while
the two data series report reasonably simlar educational and
geographic distributions of these individuals, there are nmarked
differences for the other attributes neasured by both data
series. These discrepancies are largely inexplicable, and in
keeping with the descriptive, expository nature of this paper, we
refrain fromoffering specul ati ve expl anations for them

TWO MEASURES OF SELF- EMPLOYMENT

The CBO survey col |l ects denographi c and econom ¢ i nformation
on busi ness owners and firm performance froma sanpl e of
approxi mately 130, 000 busi ness owners and their roughly 90, 000
busi nesses, respectively (Bates, 1990a; Boden and Nucci, 1990;
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Nucci, 1992).2 Wiat nmakes the survey a unique resource for the
study of self-enploynent--and entrepreneurship, nore generally--

is the ability to study owner and firmcharacteristics, together,
and to study mnorities and wonen, denographic groups that are
over-sanpl ed by the survey.

Questionnaires are mailed to business owners during the
Bureau of the Census qui nquenni al econom c censuses program
approximately three years after the reference year (a mail year
of 1995 for the reference year 1992, for exanple). Retrospective
questions solicit data on a variety of owner characteristics
(i ncluding age, marital status, and education) and firm
characteristics (e.g., the anobunt and source of financial capital
at the tine of business start up).?3

The Current Popul ation Survey is a nonthly survey of
approxi mately 60, 000 househol ds and roughly 100, 000 househol d
menbers that serves as the source of househol d-based | abor force
statistics, such as the unenploynent rate, in addition to period
information on fertility and mgration (U S. Bureau of the
Census, 1978).“% Every March, the CPS includes a suppl enentary
set of questions which elicit data on the characteristics of
i ndi vidual s' jobs of |ongest duration and sources of incone in
the previous year. The resultant data files are al so known as
t he Annual Denographic Files (ADF).°> For any given reference
year, approximtely 6,000 to 8,000 respondents identify self-
enpl oynent as a source of sone or all of their incone.

As a prinmer to the next section of the paper, it is useful
to note sone of the salient differences between these two sources
of data, owing to differences in which the data are collected and
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reported.

Data Collection Method
The CBO data are collected frommailed out survey instrunents

(which elicit data on age, marital status, and other personal and
busi ness attributes) for the respective reference years, as well
as fromvarious econom c census reports (which yield data on
gender, race, industry, receipts, payroll, etc.). ADF data are
col l ected through an interview of a household nmenber who provides
data on ot her househol d nenbers, as applicable.

Classification as Self-Enpl oyed

In the CBO surveys, individuals are self-enployed (business
owners) by virtue of having filed a business incone tax return.
I ndi viduals in the ADF surveys are classified as sel f-enpl oyed
fromtheir response to source of incone questions.

Treat nent of Case Nonresponse

Non-respondents to the CBO surveys are represented by an upward
adj ustmrent of sanple weights of respondents. Non-respondents to
the ADF surveys have their data estimated ("inputed”) fromthat
of respondents.

Treatnent of |tem Nonresponse

ADF data are inputed for variables with mssing data due to
nonresponse to a survey question. No data have been inputed for
i tem nonresponse for either CBO dataset.?®

RECONCI LI NG DI FFERENCES BETWEEN THE TWO DATA SERI ES

The CBO and CPS data are the respective products of two
sanpl e surveys, and neither survey was designed to be conparable
with the other.” However, it is possible to select subsanples of
data on sel f-enpl oyed individuals fromeach data source, which
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should, in principle, correspond to a conmon popul ati on of self-
enpl oyed workers. This section explains how the reference
sanpl es of data were drawn fromthe CBO and ADF, respectively,
for the purposes of this paper.

Raci al Cover age of Reference Sanpl es

The scope of the self-enployed individuals in our research
sanple data is restricted to white, non-H spanic nen and wonen.
Thi s decision was notivated by the sparsity of ADF data on self-
enpl oyed mnorities and the substantially higher itemand case
response rates for nonmnorities in the CBO The exclusion of
mnorities should al so reduce unobserved heterogeneity.

Reconciliation of Differences in Units of Analysis

There is a subtle difference in what each record of these
respective data sources represents. Each CBO record corresponds
to a particular self-enploynent activity or "job," while each
record of the ADF corresponds to a person. For this paper, a
person represented in the ADF was classified as self-enployed if
he or she had any reported sel f-enploynent earnings during the
reference year.® Such persons--if they filed a business incone
tax return--would, in principle, be represented in the CBO data
files, subject to other CBO coverage issues, such as those
descri bed bel ow.

| nsof ar as sone persons file nore than one business incone
tax return in a given year, such persons m ght be represented by
nore than one record in the CBOfiles, and, in fact, such
redundancy does exist. However, the 1982 CBO data reveal this to
be a rare phenonenon, with |l ess than 3 percent of CBO records
pertaining to nultiple returns filed by conmon owners. Also, it
is virtually inpossible to quantify the incidence of this
phenonenon in the 1987 CBO file. Hence, it was decided that each



CBO record woul d be treated as pertaining to a different person.
In short, the unit of analysis in this paper is a self-enployed
per son.

Reconciliation of Differences in Coverage

The CBO covers "snall" (S) corporations, but does not cover
regular (C) corporations, while the ADF data presumably cover
both regular and "smal|l" corporations. Since the ADF does not
di stingui sh between the two types of corporations, data on snal
corporations were excluded fromthe CBO files and data on
i ncor porat ed sel f-enpl oyed persons were excluded fromthe ADF
data for the purposes of these data analyses. |n other words,
our reference sanples are confined to unincorporated self-
enpl oyed i ndi vidual s--i.e., individuals whose busi nesses are
organi zed as sol e proprietorships or partnerships.

Al so, a nunber of two-digit Standard | ndustri al
Classification (SIC) industries are not covered by the CBO °
This matter was resol ved by sinply droppi ng ADF observati ons on
i ndi vidual s who were self-enployed in any of the industries not
covered by the CBO. It should be noted that the only ADF data on
i ndustry pertain to the job of |ongest duration: for the
pur poses of this study, individuals who were not self-enployed in
their job of |ongest duration but accrued self-enpl oynent
earnings from sone other job or jobs were assigned to the
i ndustry of their (wage-sector) job of |ongest duration.?°

After making the foregoing adjustnents to the ADF and CBO
data, conceptually conparabl e subsanpl es of self-enpl oyed
i ndi vi dual s were obtained for each data source, and for each
reference year Table 1 summarizes the excl usions described
above, and the nunber of workers represented in our reference
sanples is sunmarized in the last three rows of this table.

6



Table 1. Derivation of ADF and CBO Reference Sanpl es

1982 1987

ADF CBO ADF CBO
Al l Sel f-Enpl oyed
Men 10,483,093 7,714,695 10,774,593 10,473, 646
VWonen 3,809,503 2,782,582 4,697,068 4,282,994
Tot al 14,292,596 10,497,301 15,471,661 14,756, 640
After Dropping Incorporated Self-Enployed ..
Men 8,223,330 7,184,762 8,370,256 9,198,015
VWonen 3,365,601 2,615,283 4,048,828 3,799,916
Tot al 11,588,931 9,800,045 12,419,084 12,997,931
After Dropping Mnorities ...
Men 7,555,234 6,651,762 7,499,401 8,394,009
Wonen 3,090, 144 2,405,853 3,615,507 3,425,505
Tot al 10, 645,378 9,057,616 11,114,908 11,819,514
After Dropping Industries Not Covered by Both Industries ..
Men 6,105,943 6,673,585 6,274,637 8,350,885
VWonen 2,848,756 2,401,782 3,352,716 3,414,057
Tot al 8,954,699 9,039,369 9,627,353 11,764,942

Source: Special tabulations of the 1982 and 1987
Characteristics of Business Owmers data and 1983 and 1988
Annual Denographic File data.




COVPARI NG POPULATI ON ESTI MATES BETWEEN THE CBO AND ADF DATA
SERI ES

The top portion of Table 1 shows the popul ati on esti nates of
all self-enployed persons as reported by the CBO and ADF data

2 There is a dramatic difference in these estinmates for

seri es.
1982, with the ADF showi ng al nost 40 percent nore sel f-enpl oyed
wor kers than the CBO. O course, for reasons previously noted, a
conpari son of the two data series at this level is not
particularly meaningful. Instead, we focus upon the estimates of
sel f-enpl oyed workers in our presunably conparable reference

sanples as sunmarized in the last three rows of Table 1

For 1982, the two data series each report about 9 mllion
sel f-enpl oyed workers in our reference sanples. Wen we break
t hese nunbers out by gender, though, sone dissimlarity energes,
with the ADF reflecting a higher proportion of wonmen (32 percent)
conpared to the CBO (27 percent). For 1987, the nunber of self-
enpl oyed individuals in the CBO reference sanple is about 22
percent greater than the corresponding ADF figure. Here, too, a
di saggregation by gender reveals disparities that are, in fact,
even nore pronounced: while the two data series each show about
3.4 mllion self-enployed wonen, the CBO shows 8.4 mllion nmen to
the ADF's 6.3 million, a striking difference from any
per specti ve.

Looki ng at these estimates froma different perspective, the
CBO reference sanple indicates an overall increase in the nunber
of self-enployed workers of 30 percent between 1982 and 1987,
with growth rates of approximately 25 and 42 percent for nen and
wonen, respectively. By contrast, the ADF reference sanple shows
an overall growth rate in the nunber of self-enployed workers of
7.5 percent for this sanme tinme period, with growth rates of 2.8
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and 17.7 percent for nen and wonen, respectively. 1In short, the
CBO reference sanple indicates a substantially greater growth in
t he nunber of self-enployed workers than conparabl e ADF data
suggest, and this disparity is particularly acute for nen.

COVPARI SON OF SELECTED ATTRI BUTES OF | NDI VI DUALS I N THE CBO AND
ADF RESEARCH REFERENCE SAMPLES

The CBO and ADF contain data on six common individual
attributes: sex, age, education, marital status, percent incone
fromself-enploynent, industry, and region. The manner in which
these data are collected and are reported differs between the two
data series, however, and sone of these differences are worth
noti ng.

Dat a on age and education are collected and reported as
ordered categorical data for the CBO while age data are
coll ected and reported as integer-valued data for the ADF.
For the purposes of conparison, the ADF data were recoded
into ordered categories that agree with the CBO dat a.

Data on the percent of personal (household) incone that was
attributable to a person's sel f-enploynent activity are al so
explicitly collected by and reported as ordered categori cal
data for the 1982 (1987) CBO For the ADF, the percent of
personal (househol d) incone was cal cul ated by dividing
personal self-enpl oynent earnings by total persona
(househol d) incone for the 1982 (1987) reference years. The
resul tant, correspondi ng percents are then recoded to agree
with those of the CBO

Gender classification in the CBOis obtained fromthe Survey
of Mnority-Owmed Business Enterprises (SMOBE) and Wnen-
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Omed Busi nesses, two special prograns of the Census
Bureau's econom c censuses. The SMOBE and WOB data on
gender are obtained from Social Security Adm nistration
records.

Marital status data are collected from questions on the
respective questionnaires of both the CBO and ADF surveys.
There are nore marital status categories collected and
reported by the ADF, but for conparison purposes, these
categories were collapsed so as to agree with the marital
status categories of the CBO

I ndustry classification (SIC) data for the CBO are obtained
from econom ¢ census and SMOBE/ WOB data for both reference
years.'® ADF data on industry (in which individuals are
self-enployed in their respective jobs of |ongest duration)
are collected through a guestion on the ADF survey
instrument. The ADF (CPS) uses its own industrial

cl assification codes, but these codes are cross-referenced
to the SIC classifications used by the CBO survey. For the
pur poses of this study, industry is aggregated into the

ni ne, private-sector industry divisions.

Dat a on geographic location for the CBO are obtained from
econom ¢ census, SMOBE, and WOB data. ADF data on
geographic location are based upon the decennial censuses of
t he popul ation. For the purposes of this study, geographic
| ocation is aggregated into the four census regions.

Table 2 shows the percent distributions of individuals in
the ADF and CBO reference sanples for these common attributes for
1982 and 1987. Tables 3 and 4 show t he sane percent
di stributions separately for nen and wonen, respectively.
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Tabl e 2.

Distribution of Self-Enployed Wrkers for

Sel ected Attributes -- Wiite, Nonhispanic Men and Wnen
1982 1987
ADF CBO ADF CBO
Age
< 25 9.08 3.59 7.19 3.79
25 - 34 27.17 21.55 27. 00 19.61
35 - 44 25. 33 25. 63 26. 97 27. 83
45 - 54 17. 86 21.94 18. 79 21. 46
55 - 64 14. 13 18. 46 13. 95 18. 06
65 + 6.43 8.83 6.11 9.25
Tot al 100.00 100.00 100.00 100.00
Marital Status
Never Marri ed 13. 31 8.12 12. 96 9.52
Marri ed 75. 14 81. 56 73. 60 78. 90
Di vor ced/ Separ at ed 8.99 7.52 10. 15 8.91
W dow W dower 2.56 2. 80 3.29 2. 67
Tot al 100.00 100.00 100.00 100.00
Educati on
Grade School 5.22 6. 07 4.01 3.21
Sone Hi gh School 10. 69 8. 50 9.15 9.18
H gh School Gaduate 35. 39 32. 57 35.42 30.41
Sone Col | ege 19. 86 20. 06 21.72 21. 37
Col | ege Graduate 13.62 14. 26 14. 59 18. 13
Graduat e School 15. 21 18. 55 15.11 17. 69
Tot al 100.00 100.00 100.00 100.00

Cant.i hlled ——>
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Table 2. (Continued) D stribution of Self-Enployed
Workers for Selected Attributes --Wiite, Nonhispanic Men
and Wnen

1982 1987

ADF CBO ADF CBO

Percent of Incone Derived from Sel f-Enpl oynent
None 14. 98 13. 38 15. 80 13. 94
1-9 9.41 18. 06 17. 23 22.81
10 - 24 8. 33 9.74 15. 43 11. 93
25 - 49 8. 63 7.26 17.71 9.49
50 - 74 8. 56 7.39 13. 69 9. 84
75 - 99 21.16 12. 99 12.78 12. 16
100 28. 94 31. 17 7.35 19. 84
Total 100.00 100.00 100.00 100.00

| ndustry Division

Agricul ture, Forestry, 3.30 3.98 3.79 3.70
Fishing & M ning

Construction 14. 76 12. 19 14. 50 13. 53

Manuf act uri ng 8.31 2.35 7.14 3.11
Transportation,

Communi cati ons, Public 4.42 3.83 4.18 4.29
Utilities

VWhol esal e Tr ade 4.27 1.76 3.74 3.14

Retail Trade 20. 23 22. 07 17. 08 16. 61

Fi nance, | nsurance, Real 5.40 9.54 6. 50 9.90
Est at e

Servi ces 39. 32 44, 27 43. 08 45.72
Total 100.00 100.00 100.00 100.00
Census Regi on

Nor t heast 18. 05 19. 43 18. 14 20. 20

North Centr al 27. 33 25.10 26. 20 25. 97

Sout h 31. 28 32.18 31.90 31.79

West 23. 34 23. 29 23.76 22.04

Total 100.00 100.00 100.00 100.00

N 6,437 32,642 6,220 19, 607
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, Y=

Note: These tabul ations do not include incorporated self-
enpl oyed workers. See text for description of other
excl usions fromthese tabul ations.

Source: Special tabulations of the 1982 and 1987
Characteristics of Business Owmers data and 1983 and 1988
Annual Denographic File data.

Table 3. Distribution of Self-Enployed Wrkers for
Sel ected Attributes -- Wiite, Nonhispanic Men

1982 1987
ADF CBO ADF CBO
Age
< 25 9.42 3.42 7.21 4.21

25 - 34 26. 18 20. 89 26. 53 19. 26
35 - 44 24. 44 25. 07 25. 62 27.50
45 - 54 18. 23 22. 66 18. 90 21. 26
55 - 64 14. 91 18. 91 14. 94 18. 37
65 + 6. 82 9. 05 6. 81 9.41
Tot al 100.00 100.00 100.00 100.00
Marital Status

Never Marri ed 15. 25 7.83 14. 98 9.70
Marri ed 75. 24 84.72 73.98 81.77

Di vor ced/ Separ at ed 8.41 6. 16 9.42 7.23
W dow W dower 1.10 1.30 1.62 1.30

Tot al 100.00 100.00 100.00 100.00

Educati on
G ade School 6. 29 6. 95 4.64 3. 66
Sone Hi gh School 11.16 8. 89 9.32 10. 36
H gh School Gaduate 33.11 31. 21 33. 64 29. 14
Sone Col | ege 19.12 18. 69 21. 07 20. 94
Col | ege Graduate 13.56 14. 41 14. 91 18. 02
Graduat e School 16. 76 19. 85 16. 43 17. 88
Tot al 100.00 100.00 100.00 100.00

Cant.i nned ——>
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Table 3. (Continued) Distribution of Self-Enployed Wrkers

for Selected Attributes -- Wiite, Nonhi spanic Men
1982 1987
ADF CBO ADF CBO
Percent of Incone Derived from Sel f-Enpl oynent
None 13. 54 12. 13 13. 24 13. 24
1-9 9.05 16. 53 11. 62 19. 08
10 - 24 8.11 9.21 12. 67 10. 17
25 - 49 8. 03 7.00 18. 03 9. 54
50 - 74 8. 34 7.76 17. 20 10. 95
75 - 99 21. 49 14.73 17. 42 13.81
100 31.44 32. 66 9.82 23. 21
Total 100.00 100.00 100.00 100.00
| ndustry Division
Agricul ture, Forestry, 3.31 4. 66 4. 60 4. 44
Fishing & M ning
Construction 20. 84 15.72 21. 31 18. 24
Manuf act uri ng 9.77 2.51 8. 64 3.51
Transportation,
Communi cat i ons, Public 5.94 4. 68 5. 56 5.30
Uilities
Wol esal e Trade 5. 33 2.03 4.92 3.69
Retail Trade 15. 69 20. 60 13. 74 14. 91
Fi nance, |nsurance, Real 5. 06 8. 83 6. 39 9.21
Estate
Servi ces 33. 06 40. 96 34. 83 40. 69
Total 100.00 100.00 100.00 100.00
Census Regi on
Nor t heast 19. 19 19.78 19. 22 20. 09
North Centr al 26.72 25. 26 24. 97 26. 15
Sout h 31. 27 32.18 32.42 32.10
West 22.82 22. 77 23. 39 21. 65
Total 100.00 100.00 100.00 100.00
N 4,338 17,881 4,019 11,394
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, Y=

Note: These tabul ations do not include incorporated self-
enpl oyed workers. See text for description of other
excl usions fromthese tabul ations.

Source: Special tabulations of the 1982 and 1987
Characteristics of Business Owmers data and 1983 and 1988
Annual Denographic File data.

Table 4. Distribution of Self-Enployed Wrkers for
Sel ected Attributes -- Wiite, Nonhispanic Wnen

1982 1987
ADF CBO ADF CBO
Age
< 25 8. 36 4.08 7.15 2.75

25 - 34 29. 30 23. 37 27. 88 20. 47
35 - 44 27.25 27. 17 29.51 28. 65
45 - 54 17. 05 19. 95 18. 59 21. 95
55 - 64 12. 45 17.21 12. 09 17. 32
65 + 5.59 8.22 4.78 8. 86
Tot al 100.00 100.00 100.00 100.00

Marital Status
Never Married 9.13 8.93 9.19 9. 09
Marri ed 74.94 72.83 72.89 71. 88
Di vor ced/ Separ at ed 10. 24 11. 28 11.51 13.03
W dow W dower 5.70 6. 95 6.41 6. 00
Tot al 100.00 100.00 100.00 100.00

Educati on

G ade School 2.94 3.61 2.85 2.13
Sone Hi gh School 9. 69 7.42 8.83 6. 30
H gh School Gaduate 40. 28 36. 30 38. 74 33. 52
Sone Col | ege 21. 46 23. 84 22. 94 22. 41
Col | ege Graduate 13.74 13.85 14. 01 18. 41
Graduat e School 11. 88 14. 97 12. 63 17. 23
Tot al 100.00 100.00 100.00 100.00

Cant.i nned ——>
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Table 4. (Continued) Distribution of Self-Enployed Wrkers

for Selected Attributes -- Wiite, Nonhi spanic Wnen
1982 1987
ADF CBO ADF CBO
Percent of Incone Derived from Sel f-Enpl oynent
None 18. 06 16. 93 20. 61 15. 67
1-9 10. 20 22. 39 27.72 31.94
10 - 24 8. 80 11. 25 20. 61 16. 22
25 - 49 9.90 7.99 17.10 9.34
50 - 74 9.02 6. 36 7.12 7.14
75 - 99 20. 45 8.10 4.10 8.10
100 23. 57 26. 97 2.74 11.59
Total 100.00 100.00 100.00 100.00
| ndustry Division
Agricul ture, Forestry, 1.14 2.10 2.26 1.89
Fishing & M ning
Construction 1.74 2.42 1.75 2.02
Manuf act uri ng 5.16 1.92 4.34 2.12
Transportation,
Communi cati ons, Public 1.15 1.46 1. 60 1.83
Uilities
Wol esal e Trade 2.00 1.02 1.51 1.79
Retail Trade 29. 98 26. 13 23. 31 20. 76
Fi nance, |nsurance, Real 6. 12 11. 53 6. 69 11. 58
Estate
Servi ces 52.72 53.42 58. 53 58. 01
Total 100.00 100.00 100.00 100.00
Census Regi on
Nor t heast 15.61 18. 47 16. 12 20. 47
North Centr al 28. 65 24. 64 28. 49 25. 52
Sout h 31.31 32.17 30. 94 31.01
West 24. 44 24.72 24. 45 23. 00
Total 100.00 0.00 100.00 100.00
N 2,099 14,761 2,201 8,213
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Note: These tabul ations do not include incorporated self-
enpl oyed workers. See text for description of other
excl usions fromthese tabul ations.

Source: Special tabulations of the 1982 and 1987
Characteristics of Business Owmers data and 1983 and 1988
Annual Denographic File data.

The degree of dissimlarity between the two data series for
these individual attributes can be descriptively summarized wth
Duncan indices. A Duncan index of dissimlarity between two
groups of observations--in terns of a given attribute--is
cal cul ated by sunm ng the absol ute val ues of differences in cel
percents, and dividing that sumby two (2). Limting values for
this index are zero (0) and one hundred (100), w th higher val ues

reflecting greater degrees of dissimlarity.

Tabl e 5 di spl ays Duncan indices, by gender and reference
year, for the six individual attributes captured by both data
series. The two series reveal a high degree of simlarity in the
marital status of wonmen in our reference sanples, and a fairly
hi gh degree of simlarity between the two data series in terns of
t he educati onal and geographic distribution of both nmen and

wonen.

The Duncan i ndi ces show consi derably nore agreenent between
the CBO and ADF reference sanples for the industrial distribution
of wonen than for the industrial distribution of nen. However,
Tables 3 and 4 inply that the two series do capture systematic

gender differences in the industrial distribution of the self-
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enpl oyed workers in our reference sanples--viz., the higher
representation of nen in the construction industry, and the
hi gher representation of wonen in the retail trade and services

i ndustri es.

The Duncan indi ces suggest nore dissimlarity between the
two data series in terns of age distribution than m ght be
initially expected, since data on age should be | ess contam nated
by response error than data on industry or percent of inconme
derived fromself-enploynent. As Tables 3 and 4 show, relative
to the ADF reference sanples, the age distribution of the
individuals in the CBO reference sanples for both years are
clearly skewed toward ol der age groups. It is quite possible
t hat CBO respondents provided their contenporaneous age instead
of their age as of the reference year (approxinately three years
prior). Also, very young self-enployed workers nay be |ess
likely to file business incone tax returns and may therefore be
under-represented in the CBO sanpling frane and sanpl e dat a.
Either or both of these two scenarios may account for sonme of the
systematic difference in the age distribution of the individuals

in the two data seri es.
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Table 5. Duncan Indices of Dissimlarity between the
ADF and CBO Data Series for Selected Attri butes of
Sel f - Enpl oyed Wor kers
Tot al Men Wnmen
1982 1987 1982 1987 1982 198
7
Age 11.1 10.7 11.2 10.2 10.2 12.
1 9 9 7 9 67
Marital Status 6.66 5.30 9.68 7.79 2.30 1.5
2
Educati on 5.02 6.16 4.60 5.61 6.25 9.0
0
Percent of |ncone
Derived from Sel f - 12.3 18.0 9.79 20.8 18.0 17.
Enpl oynent 0 6 5 5 09
| ndustry 11.6 6.16 16.9 9.85 8.07 5.6
2 4 7
Census Regi on 2.28 2.06 1.81 2.06 4.01 4.4
2
Source: Special tabulations of the 1982 and 1987
Characteristics of Busi ness Owmers Data and 1983 and
1987 Annual Denographic File data.

Finally, the Duncan indi ces show consi derabl e di scordance
between the two data series in terns of the percent of personal
or househol d i ncone that individuals purportedly obtained from
sel f-enpl oynent during the 1982 or 1987 reference years,
respectively. This is not at all surprising given the different

manner in which the CBO and ADF surveys collect this information.

CONCLUSI ONS

Gowmh rates in the nunber of self-enployed workers are
of ten based upon Current Popul ation Survey data. But the 1982
and 1987 Characteristics of Business Owmers data indicate
dramatically greater growh rates in the nunber of self-enployed
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wor ker s--especially for nen--than conparable CPS (ADF) data
indicate for the sane tine period. There are also qualitative
di fferences between the sel f-enployed workers in the CBO and ADF
data series--at least in terns of sonme of the half-dozen

attributes captured by both series.

In any event, this paper should alert users of both the
Characteristics of Business Owmers data and the data on self-
enpl oyed workers in the Annual Denographic File to the salient
di fferences between these two data series. |In addition, this
paper shoul d serve as a touchstone for researchers interested in
using data fromthese two series in a conplenentary manner, as

Carrington and Troske (forthcom ng) do.
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NOTES

1.Compared to the CPS, fewer studies have been based upon the CBO data because the CBO data are less accessible
to researchers. The CBO data are confidential, and no public-use files for these data exist: these data must be
accessed by authorized personnel on-site at the Census Bureau in Suitland, Maryland. Public-use CPS data files,
on the other hand, are readily available from the Census Bureau and university data consortia.

2.These are firms registered with the IRS as sole proprietorships, partnerships, or small (sub-chapter S) corporations.
Individual owners--for up to ten owners for businesses with more than one owner--of a sampled business are
included in the CBO sample. Individuals filing more than one business tax form are counted as separate businesses
when their industrial classification is different and are treated as the same businesses when it is the same. Thus,
self-employed individuals who are multiple jobholders are included in the CBO estimates.

3.Approximately five percent of respondents do not complete one or more items on the questionnaire in addition
to the 25 to 30 percent who do not complete any part of the questionnaire. Responses to some questions may be
contaminated by recall error--e.g., providing their age at the time of responding to the survey rather than their age
during the reference year.

4.There are other contemporaneous sources of data on self-employed workers--most notably, the Census Bureau's
Survey of Income and Program Participation (SIPP), the National Longitudinal Surveys, and the Panel Survey of
Income Dynamics. These panel data series do not contain nearly as many observations, in cross-section, on self-
employed workers as the ADF. For an overview of the SIPP literature, see Haber et al. (1987).

5.The original 1988 ADF was used in this research, as opposed to the 1988 "re-write" file.

6.As with any survey, both the ADF and CBO do not have response data for every survey item. The CBO does
not have imputed values for item non-response, although the ADF does. Unfortunately, the ADF files used in this
study did not contain flags for imputed variables, other than income-related variables. Such flags became available
beginning with the release of the March 1988 CPS "re-write" file. For tabulation purposes, CBO item-nonresponse
observations were distributed according to the distribution of observations for which response data are available,
thereby insuring consistent totals for the CBO data across tabulations for different response-based variables.

7.The ADF could, in principle, be modified to yield estimates on the number of self-employed workers that would
reconcile with IRS based estimates. One possibility would be to add a set of weights--one for each job held during
the reference year--to the ADF data. The weight for each self-employed position held during the reference year
would be determined by the number of returns filed (according to |RS data), respectively, for that industry and legal
form of organization.

8.In CPS/ADF parlance, this means that the ADF records used in these data analyses pertain to workers who were:
(a) self-employed in their reference-year job of longest duration, and accrued no other reference-year self-employment
earnings, (b) self-employed in their reference-year job of longest duration, and accrued self-employment
earnings from some other reference-year job or jobs, or (c) were not self-employed in their reference-year job of
longest duration, but accrued self-employment earnings from some other reference-year job or jobs.

9.These industries are: agricultural production (SICs 01 and 02), railroad transportation (SIC 40), U.S. Postal
Service (SIC 43), membership organizations (SIC 88), private household services (SIC 88), public administration
(SICs 91 through 97). Also, the CBO files do not cover the trusts (SIC 673) and miscellaneous investing (SIC 679)
industries. However, since the ADF data cannot expressly identify these three-digit industries, observations
pertaining to SICs 62 and 67 were excluded from both the CBO and ADF files for these data analyses.

10.Approximately 20 percent of the ADF observations in this ADF reference sample pertain to individuals who were
not self-employed in their jobs of longest duration in the respective reference years. Also, avery small number of
ADF records on individuals who were not in the labor force or otherwise not in the survey universe in the reference
year were excluded from these data analyses.
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11.Unfortunately, there are some differences between the coverage of the ADF and CBO files that could not be
reconciled. First, the 1987 CBO data do not cover owners of businesses with annual receipts of less than $500,
while the 1982 data do. To attain comparability between the 1982 and 1987 CBO files, 1982 CBO data on owners
of businesses with annual receipts of less than $500 were excluded from these data analyses. The ADF contains
no data on annual receipts, so self-employed individuals whose businesses generated less than $500 in annual
receipts could not be excluded from these data analyses. In principle, then, the ADF data cover more people than
the CBO data used in these data analyses. Second, the 1982 CBO data only cover businesses with fewer than 10
common owners, while the 1987 CBO data has no such limitation. However, the impact of this latter asymmetry
in coverage upon these data analyses is somewhat moderated by our exclusion of data on incorporated self-employed
workers/business owners.

12.1t is worth restating that, within the context of this paper, an individual in the ADF was considered to be self-
employed if they had any self-employment earnings during the respective reference years. The Bureau of Labor
Statistics usually reports the number of self-employed individuals based upon their "class of worker," either in the
reference week or for the job of longest duration during the reference year.

13.Specifically, the CBO survey uses industry codes based upon the Standard Industrial Classification (SIC) obtained
from U.S. Internal Revenue Service business income tax returns and/or economic censuses. A small percentage of
CBO observations for 1982 and 1987 were not classified by industry and these observations were distributed
according to the industrial distribution of observations with valid industry data.
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