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HOW TO USE THIS RESEARCH

This exploratory research study could
be used to:

Generate discussions about how
current policies and practices impact
women and women of color

Generate ideas about how to
Increase and align support to address

the emerging factors unique to
women and women of color

Make presentations that engage new
stakeholders

IOINanaq Entrepreneurial Center

Ea'r ‘-3 PennState
ay Y College of Health and
—A

Human Development
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Research Overview

- Data Source & Methods: Online
survey Vvia Qualtrics

- Dates: Oct. 29, 2021 - Nov. 13,
2021

« Survey distribution: Email
Invitation to women
entrepreneurs in the Center’s
community and social media
advertisements

« Total number of respondents; 152
women entrepreneurs

« Selected data items informed by 4
focus groups with women
business owners and Fair Pay
Business Leaders




WHY THIS WORK MATTERS

Dear Entrepreneurship Community:

Women and women of color entrepreneurs hold the key to economic equity and a
thriving entrepreneurial ecosystem. Empowering women entrepreneurs through
strategic investments of support and capital could have positive ripple effects not
only for their companies but also for their families and the communities where
they live and work.

Thanks to the generous support of the Wells Fargo Foundation, we were able to
advance critical research anchored in women’s direct experiences as
entrepreneurs and individuals. We intend to continue to generate data-driven
Insights that advance opportunities that empower current women entrepreneurs
and inspire the next generation.

Best wishes,

Meg Small, PhD Gillian Sommerville

Director of Social Innovation Project Manager

Assistant Research Professor Editor College of Health and

Human Development

Nasdaq Entrepreneurial Center © 2022 4



KEY FINDINGS
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KEY FINDINGS

1. Women, particularly women entrepreneurs of color, are /eading
the way in fair pay best practices.

Increasing the number and sustainability of women-led businesses could be
an effective mechanism to:

« (Close the pay gap
« (Create more equitable compensation practices

« (enerate wealth, particularly for households with entrepreneurs of
color
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KEY FINDINGS

2. Access to capital and years in business matter more than revenue
as drivers of women entrepreneurs’ pay and business success.
Access to the right capital at the right time could have
exponential benefit as it is linked to several key drivers of fair
pay.

Persevering in one’s business endeavor until year 8 matters

« Access to capital was the number one barrier to company profitability,
growth, and entrepreneur compensation.

- Women entrepreneurs were more likely to pay themselves if their
companies were eight years or older

- Women entrepreneurs were more likely to pay themselves if their
companies had seed, and/or series A, B, or C funding
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KEY FINDINGS

3. Basic economic stability factors substantially limit women
business owner growth and flourishing

« The majority of women entrepreneurs report monthly income
Instability, and more than one-third of women entrepreneurs do not

have a three-month emergency fund to cover living expenses.

« More women entrepreneurs report being food insecure compared to the
national average.

« Childcare remains a significant expense for women entrepreneurs, but
an absolute necessity.

« Healthcare also remains a significant expense, limiting growth and
calculated risk-taking by women entrepreneurs.
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FROM DATA TO ACTION

Exciting Opportunity for Social- and Public-Sector Partners

We are looking for collaborators to help address these questions:

« How might we increase access to knowledge about women and women of
color entrepreneurs’ lived experiences and generate evidence about how

these experiences are associated with entrepreneurial empowerment and
economic equity?

« How might we do this in ways that empower the community rather than
reinforce existing power imbalances?

« How could this empowered evidence help our social-sector and public-sector
partners as they develop and evaluate programmatic and funding strategies?

If interested in learning more or collaborating, please contact us at
hello@thecenter.nasdaqg.org.
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POV SURVEY RESPONDENTS

WOMEN ENTREPRENEURS ROLE IN THE COMPANY
BY RACE & ETHNICITY
Prefer not to say C-suite executive

White/Caucasian
24%

8% ) 4%
Founding
member
19%
African
American/Black
46%
H5panc/|_atn(
10%

American Indian

Sole founder

or Alaskan Asian or Pacific 27%
2% Islander
10%

Mean Age: 44.7 (Range: 20-68)
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EDUCATION

WOMEN ENTREPRENEURS BY
EDUCATION LEVEL

High school or less Some college
7%

Doctorate or

Professional .
degree Associated

14% degree
9%

Bachelor
degree
32%

Master degree
37%
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Master’'s degree or higher: 51%
High school or less: 1%

Mother's education: 49%
(had at least attended college)

Father's education: 57%
(had at least attended college)
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POV study respondents were recruited through the Nasdag
Entrepreneurial Center's community of women entrepreneurs
(N=2,201).

There were no differences between the POV sample and the
Center’s total community on:

« Race/ethnicity
. Age

« |ndustry

« Revenue stage

POV respondents and the Center’'s community differ significantly
from the Annual Business Survey conducted by the Census
Bureau on race/ethnicity, with the Center's community including
significantly more entrepreneurs of color.

Nasdaq Entrepreneurial Center © 2022
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« Average household income: $106,415 USD (Range: $0 - $200,000 USD)
« Income volatility: 59% said their income varies from month to month

3-MONTH EMERGENCY FUND
FOR YOUR EXPENSES?

Nasdaq Entrepreneurial Center © 2022

SPENDING MORE THAN
YOUR INCOME?

More than
your income
30%

Less than your
income

47%
.he same as
your income

23%
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TELL US ABOUT YOUR COMPANY . . .

Industry Percent (%)

Other services (except Public

Administration) 31.6
Professional and management 24.5
g Average # of a -
, Information 13.6
employees: 5.9 ducat .
(range 1-51) Jeation |
Retail trade 9.1
* Average age of Administrative and support 5.5
%I%?DS%VBQ)EQ yrs. Manufacturing 4.5
N\ 5 J Transportation and warehousing 3.6
Finance and insurance 3.6
Real estate 3.6
Wholesale trade 2.7
Accommodation and food 1.8
Agriculture, Forestry, Fishing and 09
Hunting '
Public Administration 0.9
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CAPITAL PATHWAYS
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FUNDING AND REVENUE STAGES

FUNDING STAGE REVENUE STAGE
SERIES C NONPROFIT
SERIES B NEGATIVE
SERIES A BREAKEVEN
SEED PROFITABILITY | ‘
PRE-SEED REVENUE |
SEEKING FOR FUNDING PRE-REVENUE l l

| | | | | | |
k 0 10 20 30 40 50 6(1 k 0 10 20 30 4(1

Percent (%) Percent (%)

Average profit: USD $46,454 in the last 12 months
(range: USD $50-$200,000)

17
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FINANCIAL SOURCES: COMPANY

Q. During the last 12 months,
did your business submit
an application for new
credit? (e.g., a credit card,
l0oan, line of credit, trade o
financing, etc.)

40%




FINANCIAL SOURCES: WHITE COMPARED TO

NON-WHITE RESPONDENTS

Q. If yes, to which lenders did your business apply for

new credit?

NON-WHITE WOMEN

Other

21%
Bank

Community 34%
development

financial '

institution

8%
Credit Union
Finance 4%
Company 17% Fintech/Online Lenders

13%

*Non-White respondents are:
7% Asian, 7% LatinX, 85% Black
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WHITE WOMEN

Other
29%

Finance '
company

14%

Bank
57%
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REASONS FOR NOT SEEKING FINANCING

Q. If no, Why did your company choose not to apply for
additional financing? Please check all that apply.

% of 180 total companies surveyed

Decided to wait until company hit milestones to be in stronger position _ o
to raise funds 20%
Decided to wait until funding conditions improved [ 0oy

Decided the additional financing was no longer needed [ 49

Felt the loan search/application process would be too time consuming _ 6%

Preferred to reinvest the business profits instead _ 10%

Decided the financing costs would be too high [ 59

Nasdaq Entrepreneurial Center © 2022 20



FAIR PAY PRACTIGES
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FAIR PAY PRACTICES:
- SALARY RANGES '

Q1. Does your company Q2. Does your company
have clearly defined determine what criteria
and accessible salary would put a candidate in
ranges? specific portions of the

range when you are
hiring new employees?

56%




FAIR PAY PRACTICES:

\ EQUITY

Q3. How often does your Q4. How often does your company
company ask about engage in equity-based
salary history or salary reviews in the hiring process?
expectations when you (e.g., point-in-time analyses of
are hiring new base pay, or a review of
employees? recommended merit increases

before they are finalized)

Nevoer Often
44% 11%
Never o

‘ Often 51%

8%

Sometimes

Sometimes 17%

Rarely 12% Rarely
11% 4%
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FAIR PAY PRACTICES:

. COMMUNICATION & CONFIDENCE

Q3. How often do your Q4. How confident do you
managers have intentional feel talking to your
conversations about pay employees about pay?

with their direct reports?

Somet‘

often
28%

Slightly

Confident
5%
Somewhat
Confident
' 7%

¢

Very
Confident

58%

Moderately
Confident

Seldom 239%

25%



FAIR PAY PRACTICES:
“INFORMATION %

Q7. How much access do you Q8. How much access do you

have to high-quality have to high-quality
Information about the pay Information about pay
ranges in your market? equity in general?

Not much at Not much at all

all 10%
15%
An adequate A little

amount 28%

4 11%
Some

25%

An adequate
amount
13%

A little
30%
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PAYING YOURSELF

Q5. Do you currently pay Percent of entrepreneurs

yourself for work you paving themselves, by race
do for your company?

WHITE/CAUCASIAN
HISPANIC/LATIN

Yes
45%

AMERICAN INDIAN OR ALASKAN

ASIAN OR PACIFIC ISLANDER

AFRICAN AMERICAN/BLACK

0.00 50.00 100.00
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PULL AND PUSH FACTORS:

FUNDING AND REVENUE

Percent (%) PAY YOURSELF BY FUNDING STAGE

o Women entrepreneurs of

80 color pay themselves as

- they generate more

50 revenue and gain access to

:g more funding and capital.

20

10 Access to capital by series

’ Seeking for Pre-seed Seed Series A Series B Series C A fUnding and beyond
funding funding ensured women
entrepreneurs of color
always paid themselves.
Percent (%) PAY YOURSELF BY REVENUE However the rate at

100 !

90 which women paid

jg themselves varied greatly

60 by revenue stage. Women

jg were paying themselves

30 more when they broke

- even than when they were

0 In net profitability.

Nonprofit Negative Pre-revenue Breakeven Revenue Profitability
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~ PUSH & PULL FACTOR:

\ COMPANY AGE

PAY YOURSELF BY COMPANY AGE
Percent (%)

100 o o o o ®

90
80
70
60
50
40
30
20
10

0
1 2 3 4 5 6 7 8 S 10 11 12 # of vears
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CHALLENGES &
SUPPORT NEEDED
FOR FAIR PAY
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BUSINESS CHALLENGES

Q. To what degree did the following barriers negatively
impact the profitability of your company?

coviD 19

Competition with large firms

Limited access to affordable healthcare and/or childcare
Change or updates in technologies

The unpredictability of business conditions

Customers or clients not making payment

Slow business or lost sales

Taxes
Finding qualified labor I
Cost of financial capital

Access to financial capital

o

0.5 1 15 2 25 3 35 4 45

Not at all

Nasdaq Entrepreneurial Center © 2022
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Extremely
negative
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ECONOMIC STABILITY:
FOOD INSECURITY

Women entrepreneurs experience more food insecurity
compared to all U.S. households

U.S. households by food security status, 2020

Food-insecure households - 10.5%

Households with low food security - 6.6%

Households with very low food
security - 3.9%

» Food-secure households
No food security # Households with low food security

problem ) )
29% = Households with very low food security
o

Source: USDA, Economic Research Service, using data from the December 2020 Current Population Survey
Food Security Supplement, U.S. Census Bureau.




Childcare

« 60% of respondents have a child/children

« Average number of children: 1.8 (range: 1-5)

« 40% of respondents pay for childcare - on average,
$489 USD per week

Health Insurance

« 56% have health insurance through an employer
Or union

« 26% receive Medicare or Medicaid
« Health expenses over last 12 months: $1259 USD

ONn aVverage
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INFERENTIAL ANALYSES:
PREDIGTORS OF
FAIR PAY PRACTIGES
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INFERENTIAL ANALYSES:

PREDICTORS OF FAIR PAY PRACTICES

Independent Variables Methods
K Company drivers \ /FUH Information Maximum )
« Age of company Likelihood (FIML) estimation
« Funding status / employed to deal with
Revenue status missing data in @ multiple
« Individual drivers regression
« Demographic
characteristics Controlled for
- Social, emotional skills, - Age of company
and confidence « Revenue
- Economic stability drivers _ # of employees Y
« |Income volatility
« Food insecurity
« Childcare

\ - Healthcare /




We estimated a simple latent fair pay composite variable using the fair pay items:

Category Question Items Response Items

Does your company have clearly defined and accessible salary ranges? Yes/no

Does your company determine what criteria would put a candidate in specific
. . Yes/no
portions of the range when you are hiring new employee?

Does your company ask salqry history or salary expectations when you are Always/Often/Sometimes/Rarely/Never
hiring new employee?

Does your company build equity-based review in hiring process? (e.g., point-
in-time analyses of base pay, or a review of recommended merit increases Always/Often/Sometimes/Rarely/Never
before they are finalized)

Fair Pay Practice

How often do your managers h.:-)ve.lntentlonal conversations about pay with Never/Seldom/Sometimes often/Often
their direct reports?
Very Confident/Moderately

How confident do you feel talking to your employees about pay? Confident/Somewhat Confident/Slightly
Confident/ Not at all Confident

Do you currently pay yourself for work you do for your company? Yes/no
How much access do you have to high-quality information about pay ranges A great deal of access/ An adequate
Knowledge about and the current market conditions in general? amount/Some/ A little/ Not much at all
Fair Pay Practice How much access do you have to high-quality information about pay equity A great deal of access/ An adequate
in general? amount/Some/ A little/ Not much at all

Education is the strongest outside factor for predicting fair pay practices. The women entrepreneurs of color
who were more highly educated were more likely to implement fair-pay practices. A stronger predictor for
fair-pay practices, however, was the entrepreneurs’ social and emotional competencies. Those who held
high decision-making skills were the most likely to implement fair-pay practices.

35
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FAIR PAY COMPOSITE VARIABLE*

EAIR Access to
Salary g Salay
Range PAY ng".'::?

Paying
Yourself?

*Explanations of variables
are in the prior slide.

Confident
about Pay
Talk?
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PREDICTORS OF FAIR PAY PRACTIGES:

COMPANY DRIVERS

FAIR PAY
Revenue status (reference: pre-revenue)
Breakeven 0.874*
(0.360)
Profitability 0.167
(0.197)
Funding stage (reference: seeking funding)
Pre-seed 0.417*
(0.229)
Seed 0.519*
(0.312)
Series A 1.091"
(0.594)
Series B 0.584
(0.620)

N=128. Company age and size included (results not shown). Standard errors in parentheses.
** p<0.01, ™ p<0.05, * p<0.1
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PREDICTORS OF FAIR PAY PRACTIGES:

INDIVIDUAL DRIVERS

(1) (2) (3)

Demographic Education is the strongest
Race: BIPOC 0.275 0.292 0.377 outside factor for predicting
(0.205) (0.205) 0.213) fair pay practices. Women
Education: MA+ 0.724* 0.751* 0.968 entrepreneurs of color with
0364 (0362  (0.654) greater education attainments
HH Income 1656 -39.99 were more likely to implement
4240 (4352 fair-pay practices.

Social-Emotional Learnings . .
A stronger predictor for fair-

Self awareness -0.457 .
0.324) pay practices, however, was
entrepreneurs’ social and
Self management 0.186 . .
0270 emotional competencies. Those
: ‘ with greater decision-making
Social awareness "0.0553 skills were most likely to
(0.297) implement fair-pay practices.
Relationship skill -0.123
(0.312)
Decision making 0.421*
(0.233)

N=128, Company covariates (age, size, revenue) included (results not
shown) . Standard errors in parentheses. ** p<0.01, ** p<0.05, * p<0.1
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PREDICTORS OF FAIR PAY PRACTIGES:

ECONOMIC STABILITY DRIVERS

Economic factors influence the choices made by women
entrepreneurs of color. For example, founders who paid more for
childcare were less likely to implement fair pay practices.

Variable FAIR PAY
Income volatility -0.0368
(0.183)
Food security -0.253
(0.379)

Childcare expenses -0.000376™

(0.000346)
Health insurance (paid private) -0.364
(0.300)

N=127, Company covariates (age, size, revenue) included (results not
shown). Standard errors in parentheses. > p<0.01, ™ p<0.05, * p<0.1
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TAKEAWAYS
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KEY TAKEAWAYS

w Early indicators suggest that empowering women
business owners through access to capital and basic
economic stability increases fair pay practices and
overall economic dynamism.

w Research is needed to confirm these findings in a larger
sample.

w By petter understanding the unique experiences of
women entrepreneurs we can inform policy and target
much needed resources to those efforts likely to have
the most impact.
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THANK YOU

This toolkit was made possible thanks to
the generous support of the Wells Fargo
Foundation. Our deep appreciation to
Jenny Flores and her mighty team for
their leadership and vision.

Special thanks to our project team for
their help planning and conducting this
study:

Yoon Hur

Meg Small

Gillian Sommerville
Lee Carpenter
Heidi Durham

Zev Eigen

Isis Torres
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