

[image: image1]
Gain or loss? The well-being of women in self-employment












	
	TYPE Brief Research Report
PUBLISHED 16 September 2022
DOI 10.3389/fpsyg.2022.986288






Gain or loss? The well-being of women in self-employment

Lin Xiu1*† and Yufei Ren2†


1Department of Management Studies, University of Minnesota Duluth, Duluth, MN, United States

2Department of Economics and Health Care Management, University of Minnesota Duluth, Duluth, MN, United States

[image: image2]

OPEN ACCESS

EDITED BY
Zheng Jin, Zhengzhou Normal University, China

REVIEWED BY
Brian Beach, University College London, United Kingdom
 Cristian R. Céspedes, Andres Bello University, Chile

*CORRESPONDENCE
 Lin Xiu, lxiu@d.umn.edu

†These authors have contributed equally to this work

SPECIALTY SECTION
 This article was submitted to Gender, Sex and Sexualities, a section of the journal Frontiers in Psychology

RECEIVED 04 July 2022
 ACCEPTED 29 August 2022
 PUBLISHED 16 September 2022

CITATION
 Xiu L and Ren Y (2022) Gain or loss? The well-being of women in self-employment. Front. Psychol. 13:986288. doi: 10.3389/fpsyg.2022.986288

COPYRIGHT
 © 2022 Xiu and Ren. This is an open-access article distributed under the terms of the Creative Commons Attribution License (CC BY). The use, distribution or reproduction in other forums is permitted, provided the original author(s) and the copyright owner(s) are credited and that the original publication in this journal is cited, in accordance with accepted academic practice. No use, distribution or reproduction is permitted which does not comply with these terms.



Using data from the Chinese Household Income Project survey, we find that self-employed women have lower levels of well-being compared with their male counterparts. When comparing individuals' well-being in self-employment and wage-employment, we discover that self-employed men have higher levels of health, the standard of living, satisfaction, and life satisfaction compared with wage-employed men, whereas self-employed women have lower levels of health and life satisfaction than their counterparts in wage-employment. Furthermore, if a given self-employed man or woman had been selected for wage employment, their well-being would not improve (controlling for individual characteristics that affect the likelihood to enter self-employment). Hence, self-employed women face a double challenge: lower well-being than both self-employed men and wage-employed women. The article discusses recommendations for future research and policy implications.
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Introduction

Recent studies have examined gender differences in entrepreneurship, such as the income return to an entrepreneurial career (Xiu and Gunderson, 2021), financial challenges women encounter when pursuing entrepreneurship (Gupta and Mirchandani, 2018), and institutional and network barriers that women entrepreneurs might face (Zhao and Yang, 2021). However, despite recent research on the link between entrepreneurship and well-being (Wiklund et al., 2019), little is known about gender differences in entrepreneurs' well-being compared with those in wage employment. This study addresses the following questions: is there a gender difference between the well-being of male and female entrepreneurs? Do self-employed women and men have higher or lower levels of well-being than the wage-employed? Is there a gender difference in the expected well-being gain or loss if a given self-employed woman or man had been in a different type of employment?

The current literature on entrepreneurship and well-being shows mixed results. Some studies reveal that entrepreneurship leads to better well-being outcomes because it is associated with greater autonomy, self-actualization, and flexibility (Nikolova, 2019), whereas others find that self-employment could lead to lower well-being due to long working hours and stress (Baron et al., 2016). Establishing the relationship between self-employment and well-being is challenging because two mechanisms occur simultaneously: a selection effect (i.e., healthier or less healthy individuals may choose to join self-employment) and a contextual effect (i.e., the effect of self-employment on well-being). Several recent studies have attempted to account for this issue. For instance, using longitudinal data in the United Studies, Rietveld et al. (2015) show that cross-sectional differences in health between the self-employed and wage-employed are mainly due to the selection of comparatively healthier individuals into self-employment. Using the Korean Longitudinal Study of Aging, Ahn (2020) shows that self-employment has a negative effect on general and mental health and a positive effect on cognitive functioning. Using data collected in Germany, Nikolova (2019) finds that entrepreneurship leads to better health outcomes for those who transit from regular employment to self-employment. This recent evidence sheds important light on the relationship between self-employment and well-being.

An area that remains less studied is the heterogeneity of well-being outcomes for self-employed men and women. Well-being is dependent on social status, family, and employment circumstances (Abreu et al., 2019), which tend to be drastically different for men and women. Women may select self-employment for reasons that are different from those of men, such as seeking autonomy and flexibility, reducing childcare costs, or reconciling work and family demands (Georgellis and Wall, 2005; Thébaud, 2015). In addition, women may experience well-being outcomes associated with their unique challenges, such as institutional, financial, and networking challenges and barriers. The relationship between women's self-employment and their well-being varies across countries (Crum and Chen, 2015). Entrepreneurial activities are generally associated with degrees of national economic freedom (Lepeley et al., 2019) as well as the labor and employment frameworks in different countries, particularly for women. For example, women's self-employment rate is higher in countries where social welfare systems are less generous, such as in Spain compared with other European countries (Hatfield, 2015), whereas family ties play a key role in how self-employed women pursue their entrepreneurial activities in Asia (Franzke et al., 2022). Despite the different challenges that women entrepreneurs encounter across countries, a general consensus is that the well-being of self-employed women worldwide has a multiplier effect, that is, their well-being is highly correlated with economic empowerment and prosperity, social progress, and sustainability in societies (Lepeley et al., 2019). Well-being research dates back to the 1960s (e.g., Cantril, 1965). However, there is no general consensus as to how empirical studies should measure well-being (Linton et al., 2016). The proposed instruments range from subjective measures of affect and life satisfaction to the measures of objective physical health and social well-being (Wiklund et al., 2019). Among many, the most commonly used measurement of well-being in the self-employment literature is individuals' self-assessment of their life or parts of their life (Abreu et al., 2019). Empirical studies have measured well-being as individuals' satisfaction with their overall life (e.g., Kibler et al., 2019) and/or constituent parts of their life, such as low work-family conflict (Hmieleski and Sheppard, 2019), work satisfaction (Abreu et al., 2019), or satisfaction with health, financial situation, and achievement (Bhuiyan and Ivlevs, 2019). Self-employed individuals' overall well-being tends to be measured as a life evaluation, which is “a reflective rather than a descriptive concept, as it captures individuals' self-assessment of their life based on a standard they choose to be the desirable baseline for themselves” (Abreu et al., 2019, p. 591). Consistent with the above literature and given the available information in our dataset, we adopt a global measure of well-being using individuals' satisfaction with overall life, and further explore well-being in two important constituent parts of life: health and standard of living.1

The rest of this paper is organized as follows. Section 2 describes the data and variables and explains the empirical approach. Section 3 presents the main results. Discussion, policy recommendations, and limitations are presented in the last section.



Data and methods


Data and variables

Data used in this study come from the Chinese Household Income Project (CHIP) survey conducted in 2014, which collected household and work information from households in 15 provinces in China. The CHIP survey was implemented as part of a collaborative research project on incomes and inequality in China by Chinese and international scholars. We accessed the data through the China Institute for Income Distribution. We restrict our sample to urban households and individuals who work at least 30 hours per week on average, including both wage-employed and self-employed individuals. The sample includes 7,416 (88%) wage-employed and 999 (12%) self-employed individuals.

Well-being is measured using three variables, including self-rated health, satisfaction with standard of living (SOL), and overall life satisfaction, based on three questions in the CHIP survey regarding respondents' satisfaction with their health, SOL, and overall life satisfaction.2 The three variables are used as separate outcome variables in our analysis to examine how they are impacted by the type of employment for women and men. As a robustness check, we conducted a confirmatory factor analysis for the three observed variables as indicators of well-being. The results show a good model fit (RMSEA < 0.01, CFI > 0.99, TLI > 0.99, and SRMR < 0.01).

Control variables include age, gender, education level, marital status, the presence of children and elderly in the household, Chinese Communist Party (CCP) membership, Han ethnicity, job tenure, weekly working hours, industry, and geographical regions.



Methodology

We first conducted a regression analysis within each employment type. Then, we executed an endogenous switching model that applies full-information maximum likelihood (FIML) to simultaneously fit both the selection (self-employment vs. wage-employment) model and the well-being equation model. The regression analysis was conducted using STATA. For the endogenous switching model estimation, we adopted the “movestay” package. This approach helps address the potential endogeneity problem that may exist when variables that affect employment type selection (self-employment vs. wage-employment) also affect employment outcomes (e.g., health or life satisfaction). Following previous literature on entrepreneurship (e.g., Xiu and Gunderson, 2021), we use two instruments to identify selection into types of employment: the father's self-employment in the past and the mother's self-employment in the past. This endogenous switching approach allowed us to calculate a selection-corrected endowment effect and a return effect based on counterfactual measures. The endowment effect shows the well-being difference between wage-employed women and the counterfactual well-being that self-employed women would have if they were wage-employed. In contrast, the return effect captures the change in well-being if self-employed women had chosen wage-employment and shows whether switching from self-employment to wage-employment would have an impact on their well-being.

[image: image]

[image: image]

[image: image]




Results


Descriptive statistics

Descriptive statistics and the comparison of well-being by gender and employment type are shown in Table 1. Self-employed individuals reported no higher or lower health than wage-employed individuals when the male and female subsamples were pooled together. However, a further examination by gender showed that self-employed men have better health than wage-employed men, whereas self-employed women have worse health than wage-employed women. Self-employed individuals in general have a higher level of SOL satisfaction, and this difference is larger among men than women. For overall life satisfaction, self-employed men reported higher life satisfaction than wage-employed men, whereas life satisfaction is lower among women in self-employment than in wage-employment.3


TABLE 1 Summary statistics and well-being by gender and employment sector.
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Gender differences in well-being within each employment type

Table 2 shows the regression results on well-being without accounting for selection into self-employment. In self-employment, women have lower self-reported health and lower SOL satisfaction than men after controlling for individual and work characteristics. Having higher levels of education, being married, and working fewer hours per week are generally associated with better well-being. In contrast, in wage-employment, women have greater SOL and life satisfaction than men. Being younger, more educated, married, a CCP member, having longer job tenure, and working fewer hours per week are all associated with better well-being.


TABLE 2 Well-being regressions for self-employed and wage-employed.
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We conducted further analyses of the separate male and female subsamples. As shown in Table 3, the results reveal gender differences in the effects of individual and work characteristics on the well-being outcomes. In wage-employment, education has a strong effect on the well-being of both men and women, whereas in self-employment, the effects are generally only statistically significant for men and not women. In self-employment, age is not associated with either men's or women's well-being, but in wage-employment, age has a negative effect on both men's and women's well-being. In self-employment, being married is strongly associated with life satisfaction for men but not for women, whereas in wage-employment, being married is associated with life satisfaction for both men and women, and the coefficient is greater for men than for women. This result echoes research on marriage penalties and premiums and indicates that in addition to wage premiums that men receive from marriage, they also enjoy well-being premiums. As a robustness check, we ran regressions on an identical sample (i.e., observations that responded to all of the three well-being questions). The results are similar to the main findings with different sample sizes for the three outcome variables. We provide the results in the Appendix.


TABLE 3 Well-being regressions for self-employed and wage-employed by gender.
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Endogenous switching model results

We use the endogenous switching model to account for the selection effect (Lokshin and Sajaia, 2004) and estimate selection-corrected expected well-being. Table 4 shows the switching model results. In Panel A, the estimated total health difference is 0.080, showing that on average, self-employed women have worse health than those who are wage-employed, after controlling for human capital and family characteristics as well as selection into the type of employment. The endowment effect is positive and statistically significant, suggesting that if self-employed women were selected into wage-employment, their self-rated health would not be as good as that of other wage-employed women. The return effect is negative, indicating that self-employed women's own health would be worse if they decided to join wage-employment with the wage-employment health return mechanism applied to them. In essence, there are statistically significant differences in the endowments of health-determining characteristics between self-employed and wage-employed women, and this explains a large portion of the health gap between women in these two employment types. Self-employed women, however, would not achieve health gains if they switched to wage-employment. In contrast, self-employed men have better self-rated health than wage-employed men, after controlling for the effects of other variables and selection into employment type. Different from female entrepreneurs, male entrepreneurs receive large health gains by being self-employed (return effect), which offsets the endowment effect.


TABLE 4 Well-being difference between self-employed and wage-employed: endowments and returns effects.
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The endogenous switching model results for SOL and overall life satisfaction are presented in Panels B and C, respectively. Controlling for human capital and work characteristics as well as selection into the type of employment, SOL satisfaction is higher among self-employed women than wage-employed women, and this pattern is similar for men. In contrast, life satisfaction is greater among wage-employed women than self-employed women, whereas it is lower among wage-employed men than self-employed men.

In summary, the endowment and return effects for women across the three well-being measures are generally consistent; that is, after controlling for selection into wage-employment and self-employment, self-employed women have lower levels of well-being compared with self-employed men, and they also have lower levels of health and life satisfaction than wage-employed women.




Discussion

Our study finds that self-employed women have lower well-being (health, SOL, and life satisfaction) compared with self-employed men, and they also have lower levels of health and life satisfaction than wage-employed women, after controlling for selection into employment types. In contrast, self-employed men have a better well-being than wage-employed men. Switching to wage-employment would not help enhance self-employed women's well-being.

These findings contribute to the existing literature in two ways. First, our study shows the heterogeneity of well-being outcomes of self-employment for women and men, which provides validation of previous studies that generally show a positive correlation between self-employment and well-being without examining differences between genders (e.g., Abreu et al., 2019). Second, this study expands the scope of the gender pay literature by considering well-being outcomes. Studies show that women in China receive less pay than men in different employment types and occupations across the pay distribution (e.g., Xiu and Gunderson, 2021). Our findings extend this literature by showing that women not only suffer worse economic outcomes than men but also fare poorly on well-being outcomes in employment.

Our research has several policy implications. First, policies should be developed to promote gender equality in both self-employment and wage-employment. The finding that women experience lower levels of well-being than men in both types of employment indicates that policies, such as childcare support and maternity leave, efforts to reduce or eliminate gender discrimination, and promotion of equity-based gender attitudes in both wage-employment and self-employment (e.g., networking, fund-raising, hiring, promotion, and compensation) are imperative (Cebi and Wang, 2013; Jin et al., 2016; Cooke, 2022). These policies will stimulate positive outcomes beyond the economy and help foster a level playing field for all. Second, policies promoting self-employment as a pathway in achieving better well-being outcomes should be coupled with more support for self-employed women to capture the multiplier effect of well-being of self-employed women (Lepeley et al., 2019). Women would benefit from programs designed to inform them about opportunities and challenges associated with self-employment so they can make more informed career decisions. In addition, policies designed to help self-employed women find the balance between family and work could increase their well-being.

Several limitations of our study should be noted. First, the study restricts the sample to individuals who work more than 30 h/week. Thus, our findings may not generalize to workers and self-employed individuals who work part-time. Future studies applying our methods to part-time employment would be useful. Second, the data used in this study were collected in 2014. We chose this dataset because this national survey contains variables that are rarely included in other national surveys, such as each parent's self-employment status, which serves as an instrumental variable to identify selection into employment type. Therefore, our findings do not reflect the impact of recent labor market changes (e.g., COVID-19). One promising direction for future research would be to address how the pandemic affects women's and men's well-being outcomes in self-employment and wage-employment. Third, our robustness check on non-responses for the three outcome variables shows that although gender and employment type did not impact whether participants responded to overall life satisfaction and health questions, wage-employed individuals were slightly less likely to respond to the SOL satisfaction question. Our results for SOL satisfaction, therefore, could be biased due to the missing data pattern for this variable. Future studies on well-being may explore whether certain groups of individuals are more or less likely to respond to questions on different aspects of well-being. Furthermore, although the current study shows negative well-being outcomes associated with self-employment for women, this effect may vary across contingent factors, such as time, location, and age. Accordingly, future research is encouraged to develop a comprehensive model that addresses the influence of self-employment on the well-being of women and men with consideration of these contingent factors.
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Footnotes

1In a recent review article, Linton et al. (2016) identified 99 measurement instruments for well-being. We acknowledge that similar to most studies in the literature, our measures of well-being do not encompass all aspects of well-being; instead, we use an overall well-being measure (i.e., life satisfaction) and additionally address health and financial aspects of well-being.

2Single-item satisfaction measures, such as life satisfaction, are consistent with the general approach used in the well-being literature, that is, the concept of satisfaction with the components of well-being relevant to one's own global life evaluation, rather than a criterion that researchers may deem important (Kibler et al., 2019). Additionally, previous studies show that single-item satisfaction measures (e.g., life satisfaction) tend to have similar validity to multiple-item measures (e.g., Cheung and Lucas, 2014). Specifically, the self-rated health variable is based on a question that asks respondents about their health compared with an average person in their age group, using a five-point scale ranging from “very poor” to “very good.” The SOL satisfaction variable is based on the question “how do you rate your standard of living compared with others?” using a five-point scale ranging from “much lower” to “much higher.” Overall life satisfaction is based on the question “considering all aspects of life, are you happy?” using a five-point scale ranging from “not happy at all” to “very happy”.

3We check for non-response bias by creating dummy variables for non-responses for the three outcome variables and run logistic regressions to check whether the pattern of non-responses is related to gender and self-employment. Gender has no statistically significant relationship with non-response for all three outcome variables. Self-employment has no significant relationship with non-response to the questions on overall life satisfaction and health. The only statistically significant finding is that wage-employed individuals are slightly less likely to respond to the question on SOL satisfaction (correlation = 0.022, p = 0.041).
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