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Entrepreneurship and innovation have been crucial drivers of economic growth and development in the
United States. Inventions like the electric furnace, the gas powered automobile, the airplane, wireless teleg-
raphy, the induction motor etc. have greatly improved the efficiencies of our manufacturing process and our
access to transportation and communication - to say the least. The direct consequence of efficiently commer-
cializing inventions is a reduction in the cost of production and an increase in our overall living standards.
Yet, we know very little about how invention and entrepreneurship (i.e. the commercialization of inventions
- both at the product and process margins) interact. While there has been some research on breakthrough
inventions (Sokoloff, 1988; Sokoloff and Khan, 1990; Khan and Sokoloff, 1993; Lamoreaux and Sokoloff, 2005)
and on transformative entrepreneurship (Ahuja and Morris Lampert, 2001; Garud and Karnge, 2003), in-
clusive work on the universe of enterprises and inventions, and their combined role in the economy has been
severely lacking. This omission presents a gaping chasm to our understanding of the development of the
American economy and the concentration of this economic proliferation in certain geographies and amongst
certain populations. A key reason for the absence of such research of paramount import is the lack of data.

In order to understand the relationship between innovation, entrepreneurship and economic development,
one would need a long panel of data covering inventive activity, business activity, local demographics, local
economics, local institutions and migration patterns across the US. It is precisely this dataset that we propose
assembling with the help of this NBER grant. In particular, we plan to merge together records of patents
granted, the decennial census, and business credit ratings from Dun & Bradsteet (D&B). We have already
begun the process of matching individuals who were awarded a patent to the 100% sample of the decennial
Census of Population provided by the Minnesota Population Center which provides a rich set of demographic
information on these individuals.

Second, we have already embarked upon collecting data from the historical D&B credit reports for
businesses, located at the Library of Congress (LOC). The D&B credit rating agency was one of the earliest
such institutions in the US and intended to provide “hard” information on the financial strength of local
businesses to potential lenders. The D&B credit rating data has information on the location of businesses,
names of the business owners, the main commerce the firm was engaged in and the creditworthiness of that
business. It covered both manufacturing businesses and also a variety of other concerns, from general stores
to bars and inns. This data source is potentially unparalleled in its length and breadth. Using the names
of the business owners and the county they are located in, we will be able to link them to the decennial
Population Census to add information on age, race, gender, educational attainment, birthplace, migration
status, household characteristics and whatever other information was included in the Census questionnaire in
that year (this varies across years). Our sample is currently slated to include data for each Census year from
1860 to 1940 for Alabama, Mississippi, Louisiana, Georgia, South Carolina, Wisconsin, lowa, New Jersey,
Washington DC, Maryland, Missouri and Massachusetts. We currently possess transcribed data for 5 states
for 5 years (1860, 1970 , 1880, 1889, 1900) and have additionally collected data for a further 6 states over
8 additional years (from the LOC). This latter data has yet to be transcribed and the NBER grant would
help defray those costs.

With this dataset in place we intend to address a number of questions. While we will briefly describe two



specific questions we can address, it should be noted that the scope for inquiry is great. Some of the further
inquiry (not described below) will be associated with combining additional historical data - on transportation
routes, mail routes, international immigrant settlements, local election outcomes, land grants for academic
institutions etc. The research questions described below are illustrative of the big picture contributions of
this dataset and are by no means reflective of the exhaustive set of possibilities.

We plan to begin by focusing on two aspects of the evolution of entrepreneurship: the number and
“quality” of these small business owners. Our main measure of entrepreneur “quality” or skill is literacy in
earlier periods and education later on. This is particularly interesting not only from a historical perspective,
but also from a comparative perspective. Countries do not become developed over night, and, in fact, the
US was a developing country for most of the 19th century and early 20th century by modern definitions of
developing. As such, this comparison provides powerful insights to what the “normal” process of development
looks like. The first question of interest regarding rates of self-employment is the main focus of some modern
cross-country studies comparing developed to developing countries. These studies consistently find an inverse
relationship between levels of development and self-employment rates (Gollin, 2008). Our first goal then is
to document how self-employment (or business ownership) rates in the US have varied over time and to what
extent this temporal pattern matches the pattern across countries today.

Next, we aim to document the changing skill level of entrepreneurs over American economic history.
Again the historical patten in the US would offer an interesting reference point for understanding developing
countries today. A number of modern studies have argued that due to economic, and in particular financial,
institutions, lower skilled people tend to crowd into self-employment or entrepreneurship driving down the
productivity of these sectors (Buera, 2009). To a first approximation, the US throughout its history has
had a relatively laissez faire financial system. To what extent the temporal pattern in the US matches the
pattern across countries today is simply unknown. We believe that these comparisons would shine light on
the importance of institutions, financial or otherwise, on entrepreneurship.

In our second project, we ask a very simple question - who invents? This is a central question to
understanding possible barriers to entry in the innovation process. Preliminary findings show that patentees
over this seventy year period are more likely to be older, white, male and to be living in a state other
than the one in which they were born. Surprisingly, these patterns are very persistent over space and time
though the fraction of women appears to rise slightly. This persistence in the demographic patterns of
inventors suggests the systematic proliferation of certain biases and barriers to the inventive process. Given
the number of historical changes over this time period - from the reconstruction and the Jim Crow eras, to
the second industrial revolution, the great migration and women’s suffrage (among other events such as the
great depression and WWI) - we are surprised to find little if any effect on the change in the demographics of
inventors. We hope to understand what factors generate these limitations to participation by more carefully
studying institutional changes at the local level. One area we are presently focused on is that of educational
institutions. We are trying to unpack the effect of Historically Black Colleges and Universities, Women’s
Colleges, and land grant universities on inventive activity amongst blacks, women and the population more
generally, to test if academic institutions have a differential impact on different populations.

A historical assessment of the US will not only allow us to track the trajectory of US states and counties,
but it will also shed light on developing economies like India and China, given the many similarities (and
differences) between developing economies today and the US in the late 19th and early 20th centuries.
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