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Supplementary Evidence

In this appendix, we augment our preliminary data analysis, found in Section 3 of the paper.

Table S1 provides summary statistics for the “full sample” of all 1,113 men observed working

in the MIDUS II followup survey, but who may be missing variables used in our subsequent

analysis, in which case they are dropped from the analytic sample. This table complements

Table 2 in Section 3, where we provide summary statistics for the analytic sample of 898

men. Comparing the tables, it does not appear that main patterns are driven by individuals

who are dropped during construction of the analytic sample. Similar to Table 2, summary

statistics in Table S1 show that self-employed men have higher average earnings and assets

than men in paid employment, but that median earnings are statistically identical. Further,

openness and extraversion are higher for individuals in self versus paid employment.

In Tables S2 and S3, we estimate a series of reduced-form choice models (probits) to

explain self employment among individuals in our analytic sample and in the full sample,

respectively. A similar probit model is estimated in Section 3 in the final column of Table 4.

Here, we show that basic patterns are robust when we include different sets of explanatory

variables and for both the analytic and the full sample. In particular, age, marriage, spouse

employment and openness predict entry in our reduced form models. In Columns [6]-[8],

we include parent variables (father eduction, mother education, father self-employment and

mother self-employment). Father self-employment strongly predicts self-employment. How-

ever, we choose to omit it from further analysis due to the possibly heritability of personality.

Nonetheless, parameter estimates on personality traits are robust to the inclusion of parent

variables. Finally, we show that a variable asking individuals if they “live for today” (and

which might capture time preferences) does not affect entry. It is therefore omitted from

further analysis.1

In Table S4, we show estimates of a “structural probit” model that is similar to the

structural model describe in Section 4 in that it accounts for selection into sectors. This is

1In results available from the authors, we generate plots relating openness to entry and returns, but limit
attention to the 728 individuals who were not self-employed in 1995. These plots are analogous to those
in Figures 3 and 4 in the main text and patterns remain the same. This is confirmed with reduced-form
choice models (probits) to explain self employment, where we again limit our sample to those not engaged in
self-employment in 1995. These results suggest that our main findings are not driven by earlier exposure to
self-employment. In other words, earlier self employment does not appear to drive the relationship between
self-employment and personality.
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similar to the the reduced-form probit, but also includes expected earnings differentials as

an additional regressor. The structural probit is estimated in two steps. First, we estimate

expected log earnings differences. We do this using a Heckman selection model separately

for each sector, where exclusion restrictions include parent presence in the home, number

of children, spouse education and spouse employment in 1995. Next, for each individual,

estimated parameters are used to predict a self-minus-paid employment expected log earnings

differential. In the second step, this differential is included as an additional regressor in a

probit model of sector choice.2 For comparison, we include the choice model without this

additional regressor. Choice is a function of the same variables (minus parents’ education).

These exclusion restrictions match the structural model. Not surprisingly, the parameter on

the personality trait openness rises: from 0.25 to 0.35. The reason is that openness predicts

lower returns in self-employment and the reduced-form probit model confounds the utility

generated by self-employment for openness by failing to account for this earnings penalty.

Finally, we address concerns in how we interpret estimates from a static model. In Ta-

ble S5, we estimate the probability of 2004 self-employment on the sub-sample of 170 men

who were self-employed in 1995. In Table S6, we estimate earnings for the 104 individuals

who report self-employment in both 1995 and 2004. First, we show that, among individuals

who were entrepreneurs in 1995, being open to new experiences is not associated with higher

rates of entrepreneurship in 2004 or higher earnings if self-employed in 2004. This means that

we are not concerned that preference parameters on openness capture individuals’ rational

expectations of future success in entrepreneurship (e.g., steeper earnings profiles). Fur-

ther, according to parameter estimates, lower 1995 self-employment earnings do not predict

2004 self-employment or higher earnings conditional on 2004 self-employment. In contrast,

higher earnings in 1995 predict higher 2004 earnings and also predict 2004 self-employment,

though the latter effect is only marginally significant (with a p-value of between 0.11 and

0.13, depending on the specification). Findings on earnings mean that low returns in self-

employment do not appear to be capturing steeper investment profiles. Rather, low returns

in self-employment predict exit.

2To avoid collinearity, in computing sector specific earnings with the selection correction, we also include
parent education, but do not include these variables in the structural probits.
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Appendix Tables and Figures

Appendix Table S1: Summary Statistics - Full Sample

Full Paid Self ∆
Sample Employment Employment (Self−Paid) p-values

Earnings in 2004 $76,920.88 $73,202.89 $92,908.23 $19,705.34 0.002
Median Earnings (2004) $57,500 $57,500 $57,500 $00.00 0.868
Assets in 1995 $117,878.30 $96,644.95 $210,178.60 $113,533.60 0.000
High school degree 0.20 0.20 0.20 0.00 0.903
Some college 0.26 0.27 0.24 -0.03 0.438
College graduate 0.25 0.25 0.26 0.01 0.759
Age 49.93 49.25 53.82 3.57 0.000
Married 0.79 0.78 0.80 0.02 0.612
Number of children 2.16 2.15 2.21 0.06 0.544
Spouse’s education (years) 11.92 11.93 11.91 -0.01 0.976
Spouse employed in 1995 0.58 0.57 0.63 0.06 0.085
Fluid Cognitive Ability 0.34 0.34 0.31 -0.03 0.663
Openness (1995) 3.07 3.05 3.12 0.07 0.076
Openness (2004) 2.97 2.95 3.05 0.10 0.012
Conscientiousness (1995) 3.40 3.39 3.42 0.03 0.341
Conscientiousness (2004) 3.46 3.46 3.46 0.00 0.960
Extraversion (1995) 3.14 3.12 3.23 0.11 0.013
Extraversion (2004) 3.05 3.03 3.13 0.10 0.024
Agreeableness (1995) 3.29 3.29 3.32 0.03 0.453
Agreeableness (2004) 3.25 3.24 3.28 0.04 0.326
Neuroticism (1995) 2.17 2.19 2.10 -0.09 0.085
Neuroticism (2004) 2.04 2.05 2.00 -0.05 0.328

Summary statistics for all 1,113 working men (age 25-64, of whom 210 are self-employed) who are
observed in the second wave of MIDUS data collection (MIDUS II) The number of observations
varies for each variable since we include individuals who are missing some information.
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Appendix Table S2: Reduced Form Results: Sector Choice (Analytic Sample)

[1] [2] [3] [4] [5] [6] [7] [8]

Openness (2004) 0.18 0.2∗ 0.21∗ 0.22∗ 0.25∗∗ 0.23∗ 0.22∗ 0.22∗

(0.12) (0.12) (0.12) (0.12) (0.12) (0.13) (0.13) (0.13)

Conscientiousness (2004) -0.03 -0.03 -0.03 -0.04 -0.07 -0.06 -0.06 -0.08
(0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.13)

Extraversion (2004) 0.18 0.15 0.15 0.14 0.13 0.15 0.2∗ 0.21∗

(0.11) (0.11) (0.11) (0.11) (0.11) (0.11) (0.12) (0.12)

Agreeableness (2004) -0.005 -0.04 -0.04 -0.03 -0.03 -0.03 -0.05 -0.06
(0.11) (0.11) (0.11) (0.11) (0.11) (0.12) (0.12) (0.12)

Neuroticism (2004) -0.003 0.05 0.05 0.05 0.04 0.04 0.05 0.05
(0.08) (0.08) (0.08) (0.08) (0.08) (0.09) (0.09) (0.09)

Cognition -0.04 0.03 0.04 0.04 0.04 0.04 0.03 0.03
(0.05) (0.05) (0.06) (0.06) (0.06) (0.06) (0.06) (0.06)

Age . 0.04∗∗∗ 0.04∗∗∗ 0.04∗∗∗ 0.04∗∗∗ 0.04∗∗∗ 0.04∗∗∗ 0.04∗∗∗

(0.007) (0.007) (0.007) (0.007) (0.007) (0.007) (0.007)

Years of education . . -0.01 -0.02 -0.005 -0.01 -0.01 -0.01
(0.02) (0.02) (0.03) (0.03) (0.03) (0.03)

Married . . . 0.24∗ 0.58∗∗ 0.58∗∗ 0.58∗∗ 0.58∗∗

(0.14) (0.27) (0.27) (0.28) (0.28)

Number of kids . . . -0.06 -0.06 -0.06 -0.07∗ -0.07∗

(0.04) (0.04) (0.04) (0.04) (0.04)

Spouse employed (1995) . . . . 0.21∗ 0.21∗ 0.21∗ 0.21∗

(0.11) (0.11) (0.11) (0.11)

Spouse education . . . . -0.03∗ -0.03∗ -0.03∗ -0.03∗

(0.02) (0.02) (0.02) (0.02)

Father education . . . . . 0.02∗ 0.03∗ 0.02
(0.01) (0.01) (0.01)

Mother education . . . . . -0.007 -0.01 -0.01
(0.02) (0.02) (0.02)

Father self-employed . . . . . . 0.43∗∗∗ 0.44∗∗∗

(0.12) (0.12)

Mother self-employed . . . . . . 0.12 0.11
(0.19) (0.19)

Live for today . . . . . . . -0.02
(0.09)

Observations 898 898 898 898 898 898 898 897

Probit estimates for the analytic sample of 898 individuals where the outcome variable is an indi-
cator for self-employment (as opposed to paid employment) reported in 2004. Standard errors are
in parentheses and significance at the 10%, 5% and 1% levels are indicated with one, two and three
stars, respectively.
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Appendix Table S3: Reduced Form Results: Sector Choice (Full Sample)

[1] [2] [3] [4] [5] [6] [7] [8]

Openness (2004) 0.19∗ 0.25∗∗ 0.26∗∗ 0.27∗∗ 0.3∗∗ 0.28∗∗ 0.27∗∗ 0.27∗∗

(0.1) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12)

Conscientiousness (2004) -0.08 -0.04 -0.04 -0.06 -0.08 -0.08 -0.08 -0.1
(0.11) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12)

Extraversion (2004) 0.13 0.14 0.14 0.13 0.12 0.14 0.19∗ 0.2∗

(0.1) (0.11) (0.11) (0.11) (0.11) (0.11) (0.11) (0.11)

Agreeableness (2004) -0.06 -0.06 -0.06 -0.05 -0.05 -0.05 -0.07 -0.08
(0.1) (0.11) (0.11) (0.11) (0.11) (0.11) (0.11) (0.11)

Neuroticism (2004) -0.03 0.04 0.03 0.03 0.02 0.03 0.04 0.04
(0.07) (0.08) (0.08) (0.08) (0.08) (0.08) (0.08) (0.08)

Cognition . 0.03 0.03 0.04 0.04 0.03 0.03 0.02
(0.05) (0.06) (0.06) (0.06) (0.06) (0.06) (0.06)

Age . 0.03∗∗∗ 0.04∗∗∗ 0.04∗∗∗ 0.03∗∗∗ 0.04∗∗∗ 0.03∗∗∗ 0.03∗∗∗

(0.006) (0.007) (0.007) (0.007) (0.007) (0.007) (0.007)

Years of education . . -0.008 -0.01 -0.0002 -0.01 -0.009 -0.01
(0.02) (0.02) (0.02) (0.03) (0.03) (0.03)

Married . . . 0.25∗ 0.59∗∗ 0.6∗∗ 0.6∗∗ 0.6∗∗

(0.14) (0.27) (0.27) (0.27) (0.27)

Number of kids . . . -0.05 -0.05 -0.05 -0.06∗ -0.06∗

(0.04) (0.04) (0.04) (0.04) (0.04)

Spouse employed (1995) . . . . 0.2∗ 0.2∗ 0.19∗ 0.19∗

(0.11) (0.11) (0.11) (0.11)

Spouse education . . . . -0.03∗ -0.03∗ -0.04∗ -0.03∗

(0.02) (0.02) (0.02) (0.02)

Father education . . . . . 0.02∗ 0.03∗ 0.02∗

(0.01) (0.01) (0.01)

Mother education . . . . . -0.002 -0.007 -0.006
(0.02) (0.02) (0.02)

Father self-employed . . . . . . 0.41∗∗∗ 0.42∗∗∗

(0.11) (0.11)

Mother self-employed . . . . . . 0.09 0.08
(0.18) (0.18)

Live for today . . . . . . . -0.03
(0.08)

Observations 1104 956 956 956 956 956 956 955

Probit estimates for the “full sample” of 1,113 working men observed in the second wave of data
collection (MIDUS II), where the outcome variable is an indicator for self-employment (as opposed
to paid employment) reported in 2004. Standard errors are in parentheses and significance at the
10%, 5% and 1% levels are indicated with one, two and three stars, respectively.
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Appendix Table S4: Probit & Structural Probit

Earnings Choice

SE PE Probit Str. Probit
[1] [2] [3] [4]

Expected Diff: Self minus Paid . . . 0.24
(0.15)

Openness (2004) -0.12 0.14 0.25∗∗ 0.3∗∗

(0.4) (0.13) (0.12) (0.13)

Conscientiousness (2004) -0.06 0.11 -0.07 -0.02
(0.32) (0.11) (0.12) (0.13)

Extraversion (2004) 0.48 0.2∗ 0.13 0.07
(0.35) (0.11) (0.11) (0.12)

Agreeableness (2004) -0.43 -0.24∗∗ -0.03 0.02
(0.31) (0.1) (0.12) (0.12)

Neuroticism (2004) 0.15 0.11 0.04 0.03
(0.22) (0.08) (0.09) (0.09)

Cognition -0.16 0.13∗∗ 0.04 0.11
(0.16) (0.05) (0.06) (0.07)

Years of education 0.13∗∗ 0.05∗∗ -0.005 -0.03
(0.07) (0.02) (0.03) (0.03)

Age -0.07 0.06 0.007 0.04
(0.21) (0.07) (0.08) (0.08)

Age-squared 0.01 -0.004 0.003 -0.0001
(0.02) (0.007) (0.008) (0.008)

Married 0.24 0.24∗ 0.57∗∗ 0.58∗∗

(0.37) (0.12) (0.27) (0.27)

Father education 0.09∗∗ 0.01 . .
(0.04) (0.01)

Mother education 0.03 0.01 . .
(0.04) (0.02)

Number of kids . . -0.06 -0.06
(0.04) (0.04)

Spouse education . . -0.03∗ -0.04∗

(0.02) (0.02)

Spouse employed (1995) . . 0.22∗∗ 0.22∗∗

(0.11) (0.11)

Observations 898 898 898 898

Self and paid earnings, choice and choice accounting for earnings differential, using a Heckman
selection model. Similar to the structural model in the main text, exclusion restrictions are number
of kids, spouse education and spouse employment in 1995. Standard errors are in parentheses and
significance at the 10%, 5% and 1% levels are indicated with one, two and three stars, respectively.
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Appendix Table S5: Openness and 2004 Entry for 1995 Self-Employed

[1] [2] [3] [4]
Openness (2004) -0.13 -0.15 -0.04 -0.13

(0.28) (0.28) (0.29) (0.31)

Conscientiousness (2004) -0.17 -0.19 -0.25 -0.25
(0.26) (0.26) (0.27) (0.28)

Extraversion (2004) 0.09 0.11 0.04 0.08
(0.23) (0.23) (0.24) (0.25)

Agreeableness (2004) 0.23 0.2 0.23 0.22
(0.21) (0.21) (0.22) (0.23)

Neuroticism (2004) 0.12 0.12 0.17 0.17
(0.18) (0.18) (0.18) (0.18)

Cognition -0.14 -0.17∗ -0.14 -0.12
(0.1) (0.1) (0.12) (0.13)

Log earnings (1995) . 0.12 0.09 0.12
(0.07) (0.08) (0.08)

Years of education . . 0.0002 -0.02
(0.05) (0.05)

Age . . 0.04∗∗∗ 0.05∗∗∗

(0.01) (0.02)

Married . . . 0.009
(0.63)

Number of kids . . . -0.09
(0.07)

Spouse education . . . -0.03
(0.04)

Spouse employed (1995) . . . 0.31
(0.23)

Observations 170 170 170 170

Probit estimates of 2004 self-employment conditional on 1995 self-employment (170 individuals).
Standard errors are in parentheses and significance at the 10%, 5% and 1% levels are indicated
with one, two and three stars, respectively.
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Appendix Table S6: Earnings for Individuals Self-Employed in 1995 and 2004

[1] [2] [3] [4]
Log earnings (1995) 0.24∗∗ 0.23∗∗ 0.21∗ 0.21∗

(0.11) (0.11) (0.12) (0.12)

Cognition . 0.16 0.06 0.05
(0.16) (0.17) (0.17)

Openness (2004) . 0.14 -0.007 0.06
(0.42) (0.43) (0.45)

Conscientiousness (2004) . 0.23 0.28 0.24
(0.34) (0.34) (0.35)

Extraversion (2004) . 0.03 0.08 0.04
(0.39) (0.39) (0.4)

Agreeableness (2004) . -0.68∗∗ -0.56 -0.54
(0.33) (0.35) (0.35)

Neuroticism (2004) . -0.12 -0.11 -0.11
(0.24) (0.24) (0.24)

Years of education . . 0.1 0.09
(0.08) (0.08)

Age . . -0.02 -0.02
(0.02) (0.02)

Log assets (1995) . . . 0.03
(0.05)

Observations 104 104 104 104

OLS regressions for individuals who are self-employed in 1995 and 2004 (105 individuals). Standard
errors are in parentheses and significance at the 10%, 5% and 1% levels are indicated with one, two
and three stars, respectively.
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