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Objectives: This paper attempts to identify the characteristics of those entrepreneurs that operate their business from home. The aim is to provide some indicators of the motivations for becoming a home-based entrepreneur and the barriers in relocating the business to premises outside the home.
Prior Work: Whilst the choice to operate their business out of the home may be the first steps into the unknown of business ownership from the comfort of a familiar environment (Green et al., 2000), it may also provide the flexibility to mix family responsibilities and employment (Jurik, 1998).
Approach: Using data from the 2005 and 2006 Global Entrepreneurship Monitor (GEM) UK surveys, home-based entrepreneurs are defined as those reporting the same post code for their home and business addresses. The influence of a variety of characteristics including gender, household income, education, and age on the proportion of entrepreneurs who are home-based is examined. In order to accommodate the influence of multiple characteristics on the probability of being home-based, multivariate analysis is conducted using binary logistic estimations.

Results: A greater proportion of those entrepreneurs with lower educational attainment, lower household income and who are driven into entrepreneurship out of necessity, are found to be home-based. The negative relationship between the propensity to be home-based and household income is found to be significant after controlling for size and age of firm. 

Implications: The large proportion of entrepreneurs that choose to operate from the home-base does suggest that the decision is voluntary either for business or lifestyle reasons. However, the connection to lower household income and educational attainment suggests that liquidity constraints could also be an important factor. Support agencies will need to identify those home-based businesses which need support to break out of the constraints of being operated from the home.
Value: This paper provides one of the first detailed examinations of the characteristics of entrepreneur who chooses to operate from the home, complementing the existing literature which mainly concentrates on homeworking employees, and providing guidance for those in a position to support these firms. 
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I. Introduction

Entrepreneurship has been cited as a potential cure for unemployment and lagging economic growth rates (Wennekers and Thurik, 1999), and has therefore been of great interest to governments at a regional and national level. In recent years, policymakers have also been attracted to different forms of flexible working such as homeworking and teleworking, given their potential to relieve traffic congestion (Siha and Monroe, 2006), increase labour market flexibility (Stanworth and Stanworth, 1995), reduce cost pressures on firms and increase productivity (Wilkes et al., 1994) and provide employment opportunities for disadvantaged groups such as those in rural communities and the disabled (POST, 1995), as well as older workers (Patrickson, 2002). With increased globalisation and the lower economies of scale afforded by laptop computers, mobile phones and the internet, the spatial mobility of employed and self-employed workers has increased considerably, releasing them from constraints of having to work at fixed locations. This seems to be particularly the case for workers operating within knowledge-based sectors such as media (Perrons, 2003)

While entrepreneurship, homeworking and teleworking have all been explored by researchers, the links between these areas are relatively neglected. Why this should be the case is inexplicable, as it seems obvious that when taking the first steps into the unknown world of self-employment and entrepreneurship, most individuals will be more confident in ‘testing the water’ from within the familiar surroundings of their own home (Green et al., 2000). This is further confirmed by the finding that whilst the self-employed make up only 13 per cent of all workers, they account for 64 per cent of homeworkers in the UK (Ruiz and Walling, 2005), and are particularly prominent in those classed as teleworkers (Haddon and Brynin, 2005).

Home-based entrepreneurship has the potential flexibility to provide answers to the problems of areas of high unemployment and deprivation, as well as the means to take advantage of opportunities in the global market place. This means that there are a variety of potential reasons for involvement in a home-based enterprise, which may vary greatly between male and female entrepreneurs. This paper therefore will determine the personal characteristics of home-based entrepreneurs in the UK and whether these characteristics differ by gender. In order to provide a more in-depth examination of the nature of home-based entrepreneurship, the paper also attempts to determine whether the hours committed to these enterprises differ significantly from those businesses run from locations outside the home.

Section II provides an overview of the literature relating to home-based entrepreneurship and, where appropriate, homeworking in general as there may be a crossover in the motivations behind the decisions to work at home as either an employee or entrepreneur. Section III introduces the data and methodology utilised in this study, with the results relating to the personal characteristics and propensity to operate out of the homebase covered in Section IV. Section V presents the results relating to the number of hours committed to running a business and its relationship to the decision of where to base the business. Section VI summarises and concludes the paper.

II. Homeworking and Home-based Entrepreneurs

Given the dominance of the self-employed in those that work from home (Edwards and Field-Hendrey, 1996; Ruiz and Walling, 2005), it remains an anachronism as to why many studies of homeworking actually exclude those who work for themselves. Possibly, part of the difficulty originates from problems in actually determining where the exact barrier lies between those who are employed but working from home, and those working on their own account from a home-base (Sullivan, 2003). For example, subcontractors working on a piece rate may really be employees, whilst micro-entrepreneurs can often be highly reliant on one supplier of work and therefore have little control over the hours they work and charges they make (Stanworth and Stanworth, 1995; Baines, 1999; Fraser and Gold, 2001).  

Difficulties in categorising individuals as homeworkers, or home-based entrepreneurs, stem from a number of factors mainly relating to the level of dependence and support these individuals have from their main customers. For example, proof readers and copy editors are often reliant on a small number of publishing firms for a vast majority of their work, and therefore have little power to determine payment and deadlines (Stanworth and Stanworth, 1995). Baines (1999) also finds that 45 per cent of her sample of freelance media workers is reliant on just one customer for a majority of their employment, whilst Fraser and Gold (2001) indicate that there is a link, for freelance translators, between control over pay and the hours worked with a number of clients. Given this, it appears that the limited flexibility provided by moving from paid employment to freelance status often comes at a high cost in terms of income security and additional benefits, such as sick pay, that are traditionally provided by employers.

Given the lack of control that the self-employed home-based worker has, why do people choose to become home-based entrepreneurs, and how do these motivations reflect on those that are drawn into home-based enterprise? Green et al. (2000) suggest that basing the new venture in the home may be the first tentative step into enterprise, which is promoted by the lower overheads enjoyed by a home-based business (Walker and Webster, 2004). The choice to use the home as a stepping stone may be further influenced by the low availability of start-up capital, as evidence is found that home-based businesses use less start-up capital and rely more heavily on informal sources of finance (Loscocco and Smith-Hunter, 2004). This may make home-based entrepreneurship more attractive to certain groups within society, as liquidity constraints are likely to constrain those from poorer backgrounds and younger entrepreneurs. With regard to educational attainment, this may have other influences as studies find little difference in educational qualifications of home-based versus onsite workers (Edwards and Field-Hendrey, 1996) or home-based versus non-home-based owner managers (Loscocco and Smith-Hunter, 2004).

The ‘stepping stone’ effect outlined above would imply that home-based businesses would simply be the same as businesses outside the home, but in their earlier stages of development. However, as Stanworth and Stanworth (1995) suggest, the move out of the home will not happen for many businesses and therefore the characteristics of those whose businesses remain in the home may differ from those who locate elsewhere. Home-based businesses are also likely to be relatively small in scale, a fact emphasised by Bryant (2000) who finds that even when excluding part-timers, self-employed home-based workers provided only 37.5 per cent of their household’s income. Such micro-businesses often exhibit an aversion to growth (Baines and Wheelock, 2000), possibly linked to the difficulties and uncertainties linked to becoming employers (Baines and Wheelock, 1998). There may also be a fear of technological change, which will be avoided unless forced to embrace it by customers (Mariussen et al., 1997).

One group of home-based entrepreneurs who may have no intention of leaving the home are women with childcare and family responsibilities (Bryant, 2000; Baines, 2002), who are either trying to make a little extra money or have been given no choice due to the prohibitive cost of childcare (Phizacklea and Wolkowitz, 1995). In a US study of home-based workers, 59 per cent of the sample was female compared to only 46 per cent of onsite workers (Edwards and Field-Hendrey, 1996). Of these female home-based workers, two thirds were self-employed. The work-family balance benefit of home-based entrepreneurship for women was confirmed by other studies (Edwards and Field-Hendrey, 2002; Loscocco and Smith-Hunter, 2004), who found that home-based female business owners experience less spill-over from work to family life compared to those female entrepreneurs operating from outside the home. In addition, research in Australia has found that there are gender differences in the motivation and rationale for operating a business from home, with many women choosing this route because of the convenience it affords them while having to balance work and family (Walker and Webster, 2004).

Female home-based workers appear to pay a heavier cost for this flexibility than men in terms of lower hourly earnings compared to their onsite equivalents (Edwards and Field-Hendrey, 1996). Female home-based earnings are also much lower than their male equivalents and although this disparity exists where children are not present, it is greatest in families with children (Rowe et al., 1992). Gender may also influence the sectors in which home-based entrepreneurs choose to operate, with female entrepreneurs taking on steadier occupations with fewer requirements to meet strict deadlines or respond quickly to customers’ needs (Sullivan and Lewis, 2001). The need to work to deadlines and respond quickly are the characteristics often associated with those occupations linked to freelance teleworking and, as such, studies have found teleworking to be predominantly a male phenomenon (Hotopp, 2002; Haddon and Brynin, 2005; Ruiz and Walling, 2005). Self-employment hours reflect these considerations with men more likely to run ‘time greedy’ businesses which require long working hours and women operating ‘flexibly scheduled’ businesses which can operate around the family (Baines and Gelder, 2003). However, it is worth noting that the study by Perrons (2003) of home-based media sector workers seemed to suggest that setting up their own companies had provided women with the necessary flexibility and control over their working time and, for those operating in this sector, there were few concerns about job security or their ability to acquire work.

Those older adults looking to semi-retire are another group who may select to operate a business from the home because of the flexibility this option provides. As Patrickson (2002) points out, older workers may make ideal homeworkers given their prior experience and their conditioning to working with less supervision. There is also the added benefit of avoiding the ageism which permeates the mainstream workplace (Taylor and Walker, 2003). Patrickson (2002) also suggests that this group of workers may also be more willing (or even desire) the possibility of working part-time hours.

A third and final group who may choose to operate out of the home-base may be those who in some regards do not choose enterprise at all. These are individuals driven into enterprise out of necessity, because of poor alternative prospects for employment, and are simply waiting for alternative employment opportunities to develop (Jurik, 1998).

Therefore, as Bailey and Kurland (2002) suggest, research on homeworking and telecommuting is only beginning to scratch the surface. With regard to those individuals who choose to run their own businesses from home, there is a need to understand this phenomenon in much greater detail, and to identify the specific organisational characteristics of home-based entrepreneurs and, more importantly, their motivations in running their enterprise from this location. The existing literature suggests that certain groups of entrepreneurs are strongly linked to home-based entrepreneurship, namely those running new businesses with the home forming a stepping stone to activity on a larger scale once established; groups seeking to use the flexibility provided by home-based enterprise to ease work-life pressures; and those using entrepreneurship as a refuge from unemployment. Across these groups, hours of involvement are likely to differ markedly to accommodate the overall reason for choosing a home-based enterprise, i.e. long hours to start a new business, or shorter hours to provide the flexibility for other commitments. The remainder of the paper attempts to ascertain the extent to which the characteristics of entrepreneurs who are home-based (as compared to those operating outside the home) confirm these propositions, and whether these characteristics differ by gender. 
III. Data and Methodology

The data used in this study is drawn from the UK Global Entrepreneurship Monitor (GEM) surveys for 2005 and 2006, when a combined total of 62,173 adults of working age (18–64 years) were surveyed by telephone interview. A comprehensive description of the GEM data collection and processing techniques can be found in Reynolds et al., (2005), whilst Levie (2007) provides a more detailed description of UK GEM data collection. 

This study concentrates on those individuals identified within the study as being involved in ownership and management of a business which had been paying profits or wages to the owner for more than three months. In terms of defining home-based businesses, there is, as Sullivan (2003) points out, no single, definitive, definition based on a range of criteria, various definitions and conceptualisation.  Indeed, whilst no question in this study is asked directly relating to whether the business is home-based or not, respondents are asked the postcodes of their home and also their business. 

Therefore, we identify entrepreneurs as being home-based if they report the same postcode for both their home and business. This does have the danger of including within this definition those living and operating their businesses out of the same street, but not the same premises, although the probability of this is likely to be extremely low. In addition to these individuals, those running businesses which involve daily travel to different sites, such as small construction firms, may also register their businesses at their home address. Therefore, whilst a business may be based in the home, it does not necessarily mean that all activities are undertaken in the home. A more rigorous definition could have been imposed by excluding certain types of workers but as earlier studies have shown, the variety of businesses run out of (and within) the home is so great that choosing which groups to exclude would have been an extremely complicated and ultimately largely arbitrary exercise (Edwards and Field-Hendrey, 1996). 

After cleaning the dataset for unusable data, a combination of the two years of GEM data generated a sample of 1066 non-home based entrepreneurs, and 1907 home-based business owners
. As the existing literature has suggested that male and female entrepreneurs operate out of the home for different reasons, calculations are undertaken on the genders separately. Sub-samples of 1012 female entrepreneurs (654 home-based and 358 non-home based) and 1961 male entrepreneurs (1253 home-based and 708 non-home based) are available, allowing the identification of relationships that are specific to individual genders. 

In order to identify which groups of entrepreneurs were most likely to be running their businesses from home, descriptive analysis was initially undertaken to see which groups divided by personal characteristic were most likely to operate their businesses out of the home. Characteristics used to sub-divide the sample of entrepreneurs are gender, age, educational attainment, household income, and reason for involvement in business ownership. The statistical significance of these differences in percentages is indicated using chi-square tests. 

The nature of the business may also influence the decision as to whether the business will operate out of the entrepreneur’s home or not. Alternatively, the causality could run in the other direction with the decision to be based (or not) in the home determining the firm’s characteristics. In order to determine whether home-based businesses have different features to those based outside the home, a number of firm characteristics are also examined in relation to the probability of being home-based. Home-based businesses are examined according to the age of the firm; growth of turnover (with high growth defined as doubling of turnover over last three years, otherwise defined as low growth); current employment, future employment (expected number of employees five years from time of interview), expected employment changes; and whether these businesses export or not
. 

Given that a number of the personal characteristics of entrepreneurs may be related or, more significantly, have influences on the probability that an entrepreneur chooses to operate their business from home, multivariate analysis is also conducted in the form of logit estimations. The dependent variable takes the value of 1 when the entrepreneur was home-based and zero otherwise. All personal characteristics included in the descriptive analysis are included within the equations, along with the age of the firm to model the potential for the ‘stepping stone’ motivation. As well as the personal characteristics, a number of additional controls were also utilised within the estimations, including: industry sector (at the 1-digit standard industry code level); migration status (defining those who were life-long residents of the region, in-migrants from another part of the UK, or immigrants born outside the UK); year of survey; and size of firm (employees). 

The final control for size of firm is potentially endogenously related to the decision to base the firm in the home, with causality possibly running in both directions. For example, if the choice to operate from the home-base is driven by life-style reasons, this is likely to constrain the growth and size of the firm. Alternatively, if home-based entrepreneurship is driven by the ‘stepping stone’ motivation, the decision to remain or leave the home-base will be driven by the size of the firm. Therefore, estimations are conducted with and without the inclusion of the firm size variables. 

Although the analysis is likely to provide information relating to the characteristics of home-based entrepreneurs, only tentative suppositions can be made about why certain groups of entrepreneurs are more likely to be home-based. Whilst the GEM data does not ask questions directly relating to home-based entrepreneurship, or questions relating to the home or family situation, data is available in relation to the number of hours a week worked in the business. This information is likely to give a clearer indication of the nature of the business ownership of home-based and non-home based entrepreneurs. Section V therefore examines the relationship between the hours worked by the entrepreneur and the decision to work out of the homebase. A multi-nominal logit specification is used to model which characteristics make an entrepreneur more and less likely to commit, on average, more or less hours than a ‘typical full-time’ 35-45 hour working week to the business. Included within the specification are the personal characteristics and control variables discussed above, but also a dummy variable representing whether the business is home-based or not. For the reasons described earlier, calculations are conducted with (and without) controlling for the size of the business.

The range of 35 to 45 hours spent on business activities a week is utilised as the base category representing the hours equating to a ‘typical full-time’ employee job. This choice results in three groups of entrepreneurs: those working under 35 hours (30.3 per cent of the sample), those working 35 to 45 hours (26.4 per cent), and those working over 45 hours (43.1 per cent). The first group is most likely to represent those that view business ownership as a hobby, as a way of supplementing employee income or providing an income alongside other commitments such as childcare. The third group is likely to contain those fully committed to entrepreneurship and aiming to succeed either purely out of survival or to maximise returns in more successful businesses. 

The multi-nominal logit specification is chosen in preference to other forms such as the ordered logit. This is because there may be factors which increase the probability that an individual chooses to work a lower number hours for the business as compared to the probability of working the ‘typical full-time’ week, although they may not necessarily reduce the probability of an individual working more hours compared to the standard full-time working week. For example, if age were found to make people consider early semi-retirement, it may increase the probability of working shorter hours compared to the standard working week. However, it may have little influence on the probability of working more hours compared to the standard working week, as older individuals may choose to semi-retire or work on as before.

IV. The probability of being based at home

Anecdotal evidence has suggested that home-based entrepreneurship is on the rise in the UK, and the data presented in this paper indicates that home-based entrepreneurs are the majority of business owners, representing approximately two thirds of the sample (64.2 per cent). The high proportion of entrepreneurs who are classed as home-based is likely to reflect the use of the wide definition utilised in this study, although studies in the US (52 per cent) and Australia (58 per cent) suggest similarly high proportions of businesses operating out of the home (Phillips, 2002; ABS, 2002). In the UK, a recent study of enterprise in Wales which used a different methodology to that used here found 40 per cent of the businesses were operated from the home (WAG, 2006). 

Table 1 shows that the proportion of female and male entrepreneurs that are home-based is similar. This can be explained by the findings in the literature which have linked home enterprise for men to teleworking practices (Haddon and Brynin, 2005), and to women as a requirement for work-life flexibility (Bryant, 2000; Baines, 2002). The chi-square statistics show that only with males does the proportion of entrepreneurs who are home-based significantly change with personal characteristics. 

For both males and females, it appears that younger and older entrepreneurs are more likely to be home-based than their middle-aged counterparts, although this pattern is much more pronounced for men. For younger entrepreneurs, this pattern may be suggestive of two different factors at work, namely liquidity constraints and a lack of experience which influences 18-24 yr olds to operate their business from the security of a low cost home-base. However, older entrepreneurs are also more likely to run their business from home, possibly as a first step into retirement.

Table 1 – Personal characteristics and percentage of entrepreneurs who are home- based.

	
	
	Male
	Female
	All

	Gender
	Male
	
	
	64.6%

	
	Female
	
	
	63.9%

	
	χ2
	
	
	0.154

	
	p-value
	
	
	(0.695)

	
	
	
	
	

	Age
	18-24 years
	71.0%
	66.7%
	69.6%

	
	25-34 years
	60.2%
	64.4%
	61.9%

	
	35-44 years
	60.6%
	62.9%
	61.5%

	
	45-54 years
	64.1%
	64.3%
	64.1%

	
	55-64 years
	69.0%
	68.7%
	69.0%

	
	χ2
	10.554
	1.824
	11.189

	
	p-value
	(0.032)
	(0.768)
	(0.025)

	
	
	
	
	

	Education
	No Formal Education
	73.8%
	63.5%
	71.3%

	
	Secondary Education
	65.6%
	62.9%
	64.5%

	
	Post Secondary Education
	64.8%
	69.7%
	66.3%

	
	University Education
	57.6%
	65.4%
	60.3%

	
	χ2
	24.090
	2.108
	15.548

	
	p-value
	(0.000)
	(0.550)
	(0.001)

	
	
	
	
	

	Household Income
	Lowest third
	72.6%
	74.1%
	73.1%

	
	Middle third
	69.4%
	67.6%
	68.8%

	
	Upper third
	55.8%
	57.3%
	56.3%

	
	χ2
	44.404
	17.664
	61.477

	
	p-value
	(0.000)
	(0.000)
	(0.000)

	
	
	
	
	

	Motivation for involvement
	Opportunity Driven
	59.7%
	63.2%
	60.9%

	
	Necessity Driven
	71.1%
	67.9%
	70.1%

	
	Combination of Opportunity and Necessity Driven
	68.4%
	66.0%
	67.5%

	
	Employed but seeking better opportunities
	75.6%
	64.0%
	71.4%

	
	χ2
	23.087
	1.445
	20.778

	
	p-value
	(0.000)
	(0.695)
	(0.000)

	
	
	
	
	

	All Respondents
	63.9%
	64.6%
	64.1%


For men, education also seems to be a factor which raises the probability that an entrepreneur will operate from outside the home, as does higher household income. Both of these factors could relate to liquidity issues, as university graduates may be better placed to persuade banks and other sources of finance that they are credible investment opportunities. Female entrepreneurs with higher household incomes are also more likely to operate non-home based businesses. Necessity-driven male entrepreneurs are also found to be more likely to operating home-based businesses as compared to those pursuing more opportunity-driven motives. This is understandable given that Jurik (1998) suggests that these entrepreneurs are often only self-employed for a short duration whilst they wait for alternative employment opportunities to become available. Entrepreneurs in this situation are likely to not only to lack the funds available for a business start external to the home, but also may be unwilling to make commitments in terms of searching for a business property when they view business ownership as a temporary situation.

Table 2 shows that the characteristics of firms differ markedly between those based in the home and those based elsewhere. The proportion of male businesses that are home-based is greater for those firms that are slower growing, do not export, have fewer employees both now and in the future; and those firms who expect to leave employee levels fixed over the next five years. This implies that home-based enterprises are generally less dynamic than those operating from outside the home, and look to provide employment for a small number of people (often only the entrepreneur) with no expectation of future expansion. However, as suggested by Green et al. (2000), the homebase could just be a ‘stepping stone’ which entrepreneurs use to become established before expanding and moving outside the home at a later stage. There is only weak evidence that more established male-owned firms are less likely to be home-based, with no significant differences recorded. For female-owned businesses, similar patterns in characteristics are found in terms of employment, growth and export orientation, although there is greater evidence that the home-base is being used as a stepping stone by younger firms, with significant differences in the proportion of businesses of different ages which are home-based.

Table 2 – Firm characteristics and percentage of entrepreneurs are home-based.

	
	
	Male
	Female
	All

	Age of Firm
	3 years or less
	65.5%
	68.7%
	66.8%

	
	4-12 years
	63.7%
	64.3%
	63.9%

	
	13 years or more
	62.6%
	58.0%
	61.4%

	
	N
	1961
	1012
	2973

	
	χ2
	1.174
	8.069
	6.425

	
	p-value
	(0.556)
	(0.018)
	(0.040)

	
	
	
	
	

	Turnover Growth
	Low Growth
	63.7%
	62.9%
	63.5%

	
	High Growth
	55.6%
	57.3%
	56.1%

	
	N
	1036
	368
	1404

	
	χ2
	4.657
	0.852
	5.394

	
	p-value
	(0.031)
	(0.356)
	(0.020)

	
	
	
	
	

	Exporters
	Non-exporter
	66.6%
	66.2%
	66.4%

	
	Exporter
	56.8%
	59.8%
	57.8%

	
	N
	1948
	1002
	2950

	
	χ2
	15.699
	3.325
	18.431

	
	p-value
	(0.000)
	(0.068)
	(0.000)

	
	
	
	
	

	Current Employment
	None
	78.3%
	80.5%
	79.1%

	
	1-5 Employees
	66.1%
	57.7%
	63.4%

	
	6-19 Employees
	33.1%
	36.1%
	34.1%

	
	20+ Employees
	20.5%
	26.5%
	22.1%

	
	N
	1961
	1012
	2973

	
	χ2
	284.842
	134.475
	410.584

	
	p-value
	(0.000)
	(0.000)
	(0.000)

	
	
	
	
	

	Employment in Five Years
	None
	79.0%
	83.0%
	80.5%

	
	1-5 Employees
	70.9%
	59.5%
	67.1%

	
	6-19 Employees
	42.1%
	45.5%
	43.2%

	
	20+ Employees
	29.2%
	33.8%
	30.4%

	
	N
	1785
	930
	2715

	
	χ2
	243.687
	114.522
	343.195

	
	p-value
	(0.000)
	(0.000)
	(0.000)

	
	
	
	
	

	Expected Employment Change
	Decrease
	64.3%
	58.5%
	62.1%

	
	Maintain
	71.0%
	72.6%
	71.6%

	
	Increase
	54.1%
	53.7%
	54.0%

	
	N
	1785
	930
	2715

	
	χ2
	50.072
	32.701
	82.004

	
	p-value
	(0.000)
	(0.000)
	(0.000)


Table 3 – Logit regressions of factors influencing the decision to base the business in the home.

	
	
	Model 1
	
	
	
	Model 2
	

	
	Male
	Female
	All
	
	Male
	Female
	All

	Male
	
	
	-0.2210
	
	
	
	-0.1742

	
	
	
	(0.016)
	
	
	
	(0.069)

	
	
	
	
	
	
	
	

	Age
	-0.0353
	-0.0665
	-0.0423
	
	-0.0154
	-0.0674
	-0.0263

	
	(0.384)
	(0.261)
	(0.198)
	
	(0.717)
	(0.277)
	(0.445)

	Age2/100
	0.0608
	0.0918
	0.0653
	
	0.0361
	0.0901
	0.0442

	
	(0.176)
	(0.170)
	(0.075)
	
	(0.444)
	(0.199)
	(0.251)

	Household Incomeii 
	
	
	
	

	Lowest third
	0.1499
	0.1625
	0.1577
	
	-0.0563
	0.0383
	-0.0036

	
	(0.369)
	(0.459)
	(0.228)
	
	(0.743)
	(0.868)
	(0.979)

	Upper third
	-0.4548
	-0.5901
	-0.4991
	
	-0.2036
	-0.4502
	-0.2716

	
	(0.000)
	(0.000)
	(0.000)
	
	(0.103)
	(0.008)
	(0.006)

	Educational Attainmentiii 
	
	
	
	

	No formal Education
	0.2802
	0.2129
	0.3056
	
	0.2314
	0.1863
	0.2345

	
	(0.110)
	(0.438)
	(0.036)
	
	(0.212)
	(0.512)
	(0.124)

	Vocational Qualifications
	-0.2378
	0.2684
	-0.0596
	
	-0.2704
	0.1453
	-0.1387

	
	(0.132)
	(0.256)
	(0.644)
	
	(0.103)
	(0.559)
	(0.306)

	University Education
	-0.1398
	0.0356
	-0.0616
	
	-0.0950
	0.0417
	-0.0340

	
	(0.279)
	(0.833)
	(0.541)
	
	(0.487)
	(0.815)
	(0.750)

	Age of Firmiv
	
	
	
	
	
	
	

	4-12 Years
	-0.1366
	-0.2447
	-0.1725
	
	0.0918
	-0.1234
	0.0113

	
	(0.288)
	(0.150)
	(0.087)
	
	(0.500)
	(0.492)
	(0.915)

	13 Years of More
	-0.4513
	-0.6062
	-0.4943
	
	-0.1820
	-0.3575
	-0.2278

	
	(0.001)
	(0.002)
	(0.000)
	
	(0.207)
	(0.089)
	(0.052)

	Motivation for Business Ownershipv
	
	
	
	
	
	

	Necessity
	0.2908
	0.0692
	0.2217
	
	0.1281
	-0.0425
	0.0788

	
	(0.046)
	(0.747)
	(0.060)
	
	(0.404)
	(0.851)
	(0.526)

	Combination of Opportunity and Necessity
	0.1712
	0.0786
	0.1419
	
	-0.0083
	0.0632
	0.0135

	
	(0.202)
	(0.659)
	(0.179)
	
	(0.953)
	(0.737)
	(0.903)

	Employed seeking better Opportunities
	0.6953
	0.1021
	0.3864
	
	0.4984
	0.1666
	0.2758

	
	(0.060)
	(0.826)
	(0.170)
	
	(0.203)
	(0.736)
	(0.354)

	Employeesvi
	
	
	
	
	
	
	

	1-5 Jobs
	
	
	
	
	-0.5587
	-1.0834
	-0.7430

	
	
	
	
	
	(0.000)
	(0.000)
	(0.000)

	6-19 Jobs
	
	
	
	
	-1.8347
	-1.8724
	-1.8699

	
	
	
	
	
	(0.000)
	(0.000)
	(0.000)

	20+ jobs
	
	
	
	
	-2.4529
	-2.1613
	-2.3893

	
	
	
	
	
	(0.000)
	(0.000)
	(0.000)

	
	
	
	
	
	
	
	

	N
	1961
	1012
	2973
	
	1961
	1012
	2973

	LR-test of Model
	256.125
	126.594
	328.744
	
	446.200
	222.443
	616.828

	
	(0.000)
	(0.000)
	(0.000)
	
	(0.000)
	(0.000)
	(0.000)

	Percentage Predicted Correctly
	68.9
	68.6
	68.1
	
	74.2
	72.8
	73.6

	R2
	0.168
	0.162
	0.144
	
	0.279
	0.271
	0.257

	Hosmer and Lemeshow Test
	9.0507
	15.3399
	4.8798
	
	12.9823
	12.6123
	9.1436

	
	(0.338)
	(0.053)
	(0.770)
	
	(0.112)
	(0.126)
	(0.330)


Notes: i. p-values in parenthesis with figures significant at the 5 per cent level emboldened; ii. Base category is middle third income tier; iii. Base category is secondary education; iv. Base category is 0 to 3 years; v. Base category is opportunity driven entrepreneurship; vi. Base category is no employees.

The likelihood of multiple relationships between characteristics of entrepreneurs and the probability of being home-based suggests multivariate analysis. The results of the binary logistic regressions in Table 3 show that whilst the models outperform the alternative of a constant probability of an entrepreneur being home-based, only a relatively lower proportion of the variation is explained by the equations (15 per cent variation without controlling for firm size and a little over 25 per cent of variation when controlling for firm size).

Model 1 finds that without controlling for the size of the firm, high household income levels significantly reduce the probability of being a home-based entrepreneur, as does ownership of a more established business. These results are found for both genders, and indicate that the operation of businesses from the home could, in many cases, take the form of a low cost ‘stepping stone’ for the business to become established. It is also found that those male entrepreneurs driven by necessity to become business owners are more likely to be home-based than their opportunity-driven counterparts. There is also some weak evidence that those with lower levels of qualifications are more likely to be home-based entrepreneurs, but this result is only significant in the larger combined sample. Whilst table 2 suggest that the percentage of female entrepreneurs who are home-based is actually lower than that found for men, it is found that men are significantly less likely to be home-based entrepreneurs after controlling for other characteristics (Table 3). This reflects the additional importance of balancing work and life commitments and flexibility in the decision of where to locate the business, in addition to the other factors which may be applicable to both male and female entrepreneurs (Walker and Webster, 2004). 

The inclusion of the size of the firm (by number of employees) reduces the influence of other variables (Model 2), with the coefficient on older firms no longer significant at the 5 per cent level, and the significance of the household income variable greatly reduced. However, as noted in the previous section, it is difficult to determine the direction of causality between the choice to base the firm in the home and the size of the firm. Although remaining negative, the coefficient in belonging to the top third of households by income level in the male equation is no longer significant. However, the coefficient remains significant in the female and combined equations. It is interesting that this liquidity constraint factor appears to be stronger for women than men, reflecting additional difficulties in accessing finance for female-owned businesses (Marlow and Patton, 2005) or a perception that this is the case (Brooksbank et al., 2007). An alternative measure of firm size - the natural log of assets was - also examined and this generated similar findings to those presented above using employee numbers. Results suggest that the negative influence of household income upon the probability of being a home-based entrepreneur was not purely a reflection of firm size. 

V. Home-based entrepreneurship and hours committed to the business

As noted in Section III the lack of data in GEM relating to the family situation of the entrepreneur, makes it hard to determine whether the nature of home-based entrepreneurship differs greatly between the genders. Evidence in the preceding section suggested that the characteristics of home-based businesses were relatively similar for both male and female owned businesses (Table 2). However, if men and women choose to work and operate businesses for quite different reasons, this may be reflected by the hours committed to running their businesses. Table 4 below shows the percentage of each type of business owner committing different hours to their business.

Table 4 – Home-based and non-home based entrepreneurs and weekly hours spent on business

	
	Male
	Female
	All

	
	Home Based
	Non-Home Based
	Home Based
	Non-Home Based
	Home Based
	Non-Home Based

	Less than 35 hours
	22.6%
	15.9%
	55.2%
	42.0%
	33.6%
	24.5%

	35 to 45 hours
	27.9%
	22.8%
	24.2%
	31.9%
	26.7%
	25.8%

	More than 45 hours
	49.5%
	61.3%
	20.6%
	26.1%
	39.7%
	49.7%

	χ2
	26.173
	15.843
	34.403

	p-value
	(0.000)
	(0.000)
	(0.000)


For both male and female entrepreneurs, it is found that home-based entrepreneurs are more likely to spend less than 35 hours, and less likely to spend more than 45 hours on running their businesses as compared to those operating businesses based outside the home. It is also clear that male business owners, on average, spend a much greater number of hours on running their businesses each week. Whilst the greatest disparity between home and non-home based male entrepreneurs appears to be in the percentage operating in the top bracket of weekly hours, the opposite is true for women, and there is a greater difference in the percentage of female home-based (as compared to female non-home based entrepreneurs) spending less than 35 hours on their business a week.

Table 5 presents the results of the multi-nominal logit estimations. It  suggest that male entrepreneurs working less than 35 hours on their businesses a week, as compared to those working a ‘typical full-time week’ are more likely to be older, come from lower income households, but are less likely to have very low educational qualifications or run more established businesses. Understandably, those working more hours outside the business are also more likely to spend fewer hours on running their business. After controlling for all these factors, the analysis shows that being home-based still significantly increases the probability that a male entrepreneur will work less than 35 hours a week.  
For male entrepreneurs working more than the ‘typical full-time week’, being from richer households and running established firms increase the probability of belonging to this group as compared to belonging to the ‘typical full-time week’ group. No significant education effect is found and age appears to play no role, although those entrepreneurs committing more hours are less likely to be home-based. 

Female entrepreneurs working fewer hours are similar to their male counterparts in being less likely to have low qualifications, and more likely to be from poorer households. Again, they are significantly more likely to be home-based but, unlike male entrepreneurs in this group, age plays no significant role. Therefore, whilst movement into this group of entrepreneurs could be a reflection of partial retirement for men, the results give little indication that this is likely to be a motivation for women running businesses where relatively fewer hours are committed. The significant negative term on household income, along with the positive term on hours spent in other forms of employment for both genders, could reflect the fact that many working fewer hours on their businesses are actually running these ventures to supplement low income levels. Whilst Perrons (2003) found this to be the case for male part-time new media workers, this was not primarily the case for female part-time new media workers, indicating that findings for one sector may not be applicable to all sectors.

For female entrepreneurs, being home-based only influencing the probability of working relatively low hours fits with the suggestion that female entrepreneurs choose to operate from home for the flexibility it provides in their work-life balance (Perrons, 2003; Walker and Webster, 2004). Any decision to work longer than the ‘typical’ hours is made irrespective of the location of the business base. For men, the importance of the location of the base in determining to work long hours could reflect the notion that working from home is often seen as not ‘proper work’, and is looked down upon by others (Jurik, 1998). Therefore, those men intending to maximise returns from long hours will seek to do so from outside the home.

The results from the combined sample therefore confirms the findings in Table 4, namely that female entrepreneurs are more likely to work fewer hours than the average working week as compared to their male counterparts. They are also less likely to work more hours than the average working week. The results are included for the total sample when an interaction term between gender and being home-based is allowed to enter. The insignificance of the interaction term upon the probability of working lower hours, compared to the probability of working the typical full-time week, confirm the findings that being home-based has a similar impact in raising the probability an entrepreneur works lower hours. The interaction terms is only significant at the 10 per cent level in the decision to work more than the typical full-time week, but this fits with the findings that little or no influence is found for female entrepreneurs in this respect, but for male entrepreneurs a significantly negative effect from being home-based is found upon the decision to work longer hours.

Table 5 – Multi-nominal logits of hours spent on business

	
	Male
	Female
	All
	All

	
	Under 35 Hours
	Over 45 Hours
	Under 35 Hours
	Over 45 Hours
	Under 35 Hours
	Over 45 Hours
	Under 35 Hours
	Over 45 Hours

	Home-Based
	0.5845
	-0.2571
	0.6280
	0.1149
	0.4995
	-0.1770
	0.5533
	0.1429

	
	(0.002)
	(0.041)
	(0.001)
	(0.583)
	(0.000)
	(0.092)
	(0.002)
	(0.462)

	Male
	
	
	
	
	-0.9179
	0.9972
	-0.9091
	1.2487

	
	
	
	
	
	(0.000)
	(0.000)
	(0.000)
	(0.000)

	Male*Home-Based
	
	
	
	
	
	
	-0.0413
	-0.4327

	
	
	
	
	
	
	
	(0.869)
	(0.056)

	Age
	0.0391
	0.0000
	0.0046
	0.0040
	0.0235
	-0.0003
	0.0235
	-0.0001

	
	(0.000)
	(0.997)
	(0.651)
	(0.729)
	(0.000)
	(0.951)
	(0.000)
	(0.980)

	Household Incomeii
	
	
	
	
	
	
	

	Lower Third
	0.7761
	-0.1602
	0.5253
	0.1655
	0.5985
	-0.0858
	0.5980
	-0.0870

	
	(0.001)
	(0.376)
	(0.034)
	(0.570)
	(0.000)
	(0.571)
	(0.000)
	(0.565)

	Upper Third
	-0.2452
	0.3744
	0.2003
	0.3442
	0.0332
	0.3865
	0.0317
	0.3868

	
	(0.202)
	(0.004)
	(0.313)
	(0.123)
	(0.802)
	(0.000)
	(0.811)
	(0.000)

	Educational Attainmentiii
	
	
	
	
	
	
	

	No Formal
	-0.6460
	-0.1515
	-0.8943
	-0.2517
	-0.7996
	-0.1617
	-0.8001
	-0.1598

	
	(0.028)
	(0.396)
	(0.007)
	(0.449)
	(0.000)
	(0.296)
	(0.000)
	(0.302)

	Vocational
	-0.2179
	-0.2700
	-0.5671
	0.1550
	-0.4794
	-0.1759
	-0.4798
	-0.1836

	
	(0.387)
	(0.108)
	(0.049)
	(0.611)
	(0.008)
	(0.227)
	(0.008)
	(0.208)

	University
	0.1388
	-0.2412
	-0.3811
	-0.4142
	-0.1391
	-0.3073
	-0.1393
	-0.3132

	
	(0.499)
	(0.115)
	(0.059)
	(0.082)
	(0.321)
	(0.015)
	(0.321)
	(0.013)

	Firm Ageiv
	
	
	
	
	
	
	
	

	4 to 12 Years
	-0.4504
	0.3357
	-0.1549
	-0.1676
	-0.2540
	0.2103
	-0.2534
	0.2095

	
	(0.022)
	(0.021)
	(0.444)
	(0.480)
	(0.064)
	(0.082)
	(0.064)
	(0.084)

	13+ Years
	-0.6239
	0.3248
	-0.1235
	0.1292
	-0.3816
	0.2911
	-0.3804
	0.2917

	
	(0.003)
	(0.032)
	(0.614)
	(0.629)
	(0.014)
	(0.025)
	(0.014)
	(0.025)

	Motivation for business involvementv
	
	
	
	
	
	

	Necessity
	-0.3434
	-0.1281
	0.0026
	-0.3850
	-0.0689
	-0.1447
	-0.0701
	-0.1442

	
	(0.144)
	(0.410)
	(0.992)
	(0.192)
	(0.673)
	(0.281)
	(0.667)
	(0.283)

	Opportunity & Necessity
	-0.3003
	-0.2135
	-0.1698
	-0.1904
	-0.1918
	-0.2246
	-0.1925
	-0.2231

	
	(0.147)
	(0.138)
	(0.426)
	(0.432)
	(0.180)
	(0.064)
	(0.178)
	(0.066)

	Employed Better Opps
	0.4683
	0.1523
	0.0618
	-0.3953
	0.2607
	0.0109
	0.2593
	0.0114

	
	(0.370)
	(0.718)
	(0.910)
	(0.560)
	(0.482)
	(0.975)
	(0.485)
	(0.974)

	
	
	
	
	
	
	
	
	

	Other Work Hours
	0.1135
	-0.0301
	0.1393
	-0.0524
	0.1204
	-0.0270
	0.1205
	-0.0276

	
	(0.000)
	(0.056)
	(0.000)
	(0.258)
	(0.000)
	(0.070)
	(0.000)
	(0.065)

	
	
	
	
	
	
	
	
	

	N
	1910
	944
	2854
	2854

	LR test
	677.07
	287.98
	1163.34
	1167.62

	p-value
	(0.000)
	(0.000)
	(0.000)
	(0.000)

	R2
	0.1768
	0.1463
	0.1898
	0.1905


Notes: i. p-values in parenthesis with figures significant at the 5 per cent level emboldened; ii. Base category is middle third income tier; iii. Base category is secondary education; iv. Base category is 0 to 3 years; v. Base category is opportunity driven entrepreneurship.

Although not reported here, the results of the multi-nominal logits when controlling for the size of the firm find that, as with the logit regressions representing the decision to operate from the home-base in the previous section, the size of the firm appears to be closely related with the choice of business base, with coefficients on being home-based reduced in significance. However, being home-based still has a positive influence on male entrepreneurs choosing to spend fewer hours running their businesses, although being home-based no longer has a negative influence on the decision to work longer hours. The positive influence on female entrepreneurs’ choice to work lower hours from being home-based is still present, but only significant at the ten per cent level. 

VI Conclusions

This paper has attempted to determine those characteristics most strongly associated with the decision to operate a business out of the home as compared to alternative locations. It has also examined the impact that the choice of location has upon the hours committed to running the business. 

It was found that characteristics associated with difficulty in accessing funds - such as being younger, less well qualified, coming from a poorer household, and running a business due to a lack of alternative employment opportunities - were also associated with a higher proportion of entrepreneurs operating from the home, along with the business being less well-established. Multivariate analysis shows that only the household income of the entrepreneur and age of the firm were found to have a significant influence on the probability that an entrepreneur was home-based for both genders. This suggests that the decision to operate a business from the home is likely to be driven partially by liquidity constraints. However,  for some individuals, this stage of operating from the home is a stepping stone into entrepreneurial activities that are based outside the home at a later stage, either after gaining enough experience or overcoming the costs of financing the move.

It was also found that home-based entrepreneurs were also more likely to commit fewer hours as compared to the typical full-time working week. In the case of male entrepreneurs, a positive relationship with age and working fewer hours suggests that home-based entrepreneurship could be a step into semi-retirement although others are using part-time entrepreneurial activity in the home to supplementing their main income.

From the high proportion of entrepreneurs that operate out of the home-base, it is clear that home-based entrepreneurship is a large and important share of business ownership in the UK. The findings suggest that the lower costs of operating from the home-base are an important influence and, with this in mind, it is important that support is available if and when entrepreneurs wish to move from their home to purpose built premises to maximise their potential. 

This study has only begun to understand some of the main factors affecting home-based entrepreneurship, and there is a need for further in-depth analysis of this type of business ownership in the UK to determine the extent to which this decision on location is made voluntarily, and the role that liquidity constraints play in any decision. Unexpectedly, being home-based appeared to have a similar influence on the probability that both male and female entrepreneurs commit fewer hours to their business, albeit for different reasons. For women, it may be a result of balancing child care and family responsibilities with earning a living, although for men, there is some evidence from this study that establishing home-based businesses are a step into semi-retirement. However, much more quantitative and qualitative work is needed to confirm whether this is the case. 
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� Although data used in this work are collected by the GEM consortium, their analysis and interpretation are the sole responsibility of the authors.





�Within the full sample of entrepreneurs, roughly 20 per cent have incomplete or missing home or business post code data, presumably either due to a lack of knowledge of their post code or, more likely, a desire to maintain anonymity. This could introduce a selection bias if home-based or non-home based entrepreneurs showed a greater reluctance to provide this information. The danger of selection bias would be more likely if much of this incomplete information related to the home post codes of those running businesses elsewhere, who did not want to risk intrusion of business into the home. However, there is little evidence of this with a majority of missing cases being from the business post code data. Another group making up this unusable portion of the sample took the form of those supplying incomplete home and business post codes where only the area portion of the codes was supplied (again most likely due to a lack of knowledge or desire for anonymity). Whilst it would have been possible to determine from these an additional group of non-home based entrepreneurs where areas differed, it was felt this would introduce a selection bias towards non-home based entrepreneurs, as there was no practical method of separating those reporting living in and operating a business in the same post code area into home and non-home based entrepreneurs. Therefore, all entrepreneurs only providing partial or missing postcode data were excluded.


�The data available on firm characteristics is not as complete as that relating to personal characteristics, and attempting to form a common sample would reduce the number of observations available greatly. Therefore, the samples used to examine firm characteristics are restricted with the sample sizes relating to each characteristic reported in the tables of results where relevant. This restriction in the samples should be noted when making inferences from the results generated.
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