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Financial Constraints and Entrepreneurship

 Are entrepreneurs financially constrained?

 How to isolate the wealth effect from others?

 Windfall gains as instruments for wealth
 Inheritance and gifts (Blanchflower and Oswald 1991)

 Lottery winnings (Lindh and Ohlsson 1996)

 Gains from housing price changes (Hurst and Lusardi 2004)

Entryit =a0 +a1Wealthit-1+bXit +ei

Ability, social capital…



This Paper

 Highlights

 Difference in Difference – a novel approach 

 Wealth effects on firm growth and survival – an important addition to 

the literature

 Clear research questions 

 A thoughtful exercise



Difference in Difference

 The first difference

 The untreated comparison group: renters
 Not affected by changes in housing price

 Experience the same other economic shocks

 The difference in difference
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Are renters the same as owners? 

 Differences in ability, experience, social capital, risk 
preference…

 Are owners more responsive to business opportunities?

 Are owners even more responsive to business opportunities in 
regions with a higher increase in housing price?

 Are owners and renters responsive to different types of 
business opportunities?



Some Statistical Evidence
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Some Statistical Evidence
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Owners are significantly different from renters with respect to entry.



• Owners are significantly different from renters with respect to scaling businesses.

• Do entrepreneurs own the house before or after business creation?



Some Suggestions

 Comparability of owners and renters on observables
 Entrepreneurial experience/family
 Educational background
 Industries of their businesses conditional on entry

 Institutional context
 Policies/programs for assisting entrepreneurship in France
 Government policies on the market for collaterals

 Consistency in empirical specifications
 The main effect of P


