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Who cares about socioemotional wealth? 

SEW and rentier perspectives on the 1% wealthiest business households
ABSTRACT
The 1% have become a much debated segment of society. While recognized as economically powerful, there is little theoretical underpinning in management studies to explain how their strategic behaviors may differ from the other 99%. To increase our understanding of this elite and understudied strata of business owners, we draw on capitalist class literature to introduce the concept of the rentier which we contrast with the socioemotional wealth (SEW) perspective that we suggest is more likely to apply to the 99% business-owning households. Whereas SEW emphasizes the accumulation and preservation of non-economic utilities, the rentier perspective accentuates the accumulation and preservation of financial wealth. We unpack critical theoretical mechanisms that differentiate 1% private business owning households by theorizing that they are more likely than the other 99% business owning households to diversify wealth, derive income from capital, have high risk-taking propensity, use professional search for investments, and receive and pass on inheritances. We test our theory using the 1,335 American households which own and actively manage a private business in the Federal Reserve Board’s 2013 Survey of Consumer Finance. We find mixed support for our predictions, exposing important limitations to both SEW and rentier perspectives. In doing so, our findings reveal an economically central entrepreneurial class of business owners who select and blend aspects of the contrasting SEW and rentier modes. 
“Let me tell you about the very rich: they are different from you and me”
From F. Scott Fitzgerald’s The Rich Boy (1926)
INTRODUCTION
Over the past decade, an ‘emotional’ perspective of business ownership has come to dominate the theoretical landscape. The preservation of socio-emotional wealth (SEW) has become a widely accepted explanation for the economic behaviour and dynastic intentions of business owning family households (Gómez-Mejía, Haynes, Núñez-Nickel, Jacobson, & Moyano-Fuentes, 2007; Gomez-Meji, Cruz, Berrone, & De Castro, 2011). SEW refers to ‘non-financial aspects of the firm that meet the family’s affective needs’ (Gómez-Mejía et al., 2007: 106). Proponents of SEW allow for industrious behavior among members of founding generation family businesses, but confirm their inheritance priorities, suggest nepotism and conservatism, and report business behavior that is stodgy, risk-averse, and embedded in a supportive local community (Berrone, Cruz, Gómez-Mejía, & Kintata, 2010; Cennamo, Berrone, Cruz, & Gómez-Mejía, 2012; Gómez-Mejía et al., 2011). Family businesses are often identified as small and medium-sized enterprises, yet some of the world’s largest and most iconic firms are owned and managed by families (La Porta, Lopez-De-Silanes, & Shleifer, 1999), thus SEW theory seeks to explain a wide range of firms of different sizes and varying complexity (Schulze & Kellermanns, 2015).
In this paper we draw upon differences in economic wealth to highlight behavioural and attribute distinctions among two populations of business owning households, and we introduce a rentier perspective as a counter narrative to the emotional view of business ownership that may pertain to the wealthiest business owning households. Specifically, we draw from the social class literature concerning the existence and resurgence of rentier capitalists in advanced capitalist economies (Epstein & Jayadev, 2005; Piketty, 2011). The rentier perspective stands in marked contrast to SEW as it emphasizes a wealth management orientation in rich households and also appears consistent with prevailing trends in wealth distribution (Piketty, 2014). Rentiers are said to pursue dynastic strategies aimed at coordinating financial assets, rather than socio-emotional utilities, across generations (Mazumder, 2005; Hansen, 2014). Wealthy rentiers are viewed as making money from their financial capital and inheritances rather than labor, being deeply embedded in social structures steeped in privilege, and building diversified wealth portfolios (Piketty, 2014). For instance, wealthy classes tend to attend prestigious schools and universities and maintain membership in exclusive clubs (Palmer & Barber, 2001). Lester & Cannella (2006) propose that the most prestigious and successful family firms are more likely to be located at the centre of networks of other family controlled companies. In these respects households in the 1% are likely to be characterised by homophily, the tendency of individuals to associate with others who are economically and demographically similar to themselves (DiMaggio & Garip, 2012). This stream of literature has witnessed a revival recently in the wake of growing economic inequality, with small segments of society enjoying great prosperity while others experience income and wealth compression (Björklund, Roine, & Waldenström, 2012).
We contend that both SEW and rentier characterizations of business ownership are relevant, but for different types of households. Specifically, we theorize that there is an important distinction between the wealthiest 1% business owning households and the other 99%, with the former adhering more to a rentier profile, and the latter being more accurately described by the currently dominant SEW perspective. We contrast SEW and rentier perspectives by developing hypotheses that theorize differences between 1% and 99% business owning households across strategic dimensions of wealth composition, income composition, risk taking, search behaviour, and inheritance practices. Our analysis suggests that significant wealth may indeed loosen the binding ties of socioemotional wealth (Gómez-Mejía et al., 2011), but that there are also limits to the accuracy of the calculative wealth preservation strategies proposed by the rentier perspective.
The rentier and SEW perspectives collide in the 1% wealthiest households. In the United States, the threshold wealth level for inclusion in the 1% is $8.5 million and the 1.6 million households meeting this distinction constitute a unique economic class (Saez & Zucman, 2014). While the 1% certainly occupy the upper echelons of the socoio-economic strata (in line with the rentier view), they also tend to operate privately owned businesses (in line with the SEW view). We seek to make sense of contradictory predictions by SEW and rentier perspectives regarding wealthy business owning household behaviour by comparing business owning households in the 1% and the 99%. We utilize the the Survey of Consumer Finance which provides the most detailed and accurate pictures of household finances, especially amongst the wealthy (Wolff, 2012; Keister, 2014; Keister & Lee, 2014). These data reveal that the typical (i.e. median) 1%er holds some $30 million in total assets. Compared with the business owning households in the lower 99%, 1% business owning households have larger businesses ($37 million in value vs  $500,0000 in value) that employ more people (335 vs 35 employees). 1% business owning households are also more likely to be married (88% vs 73%) and have a white household head (94% vs 85%) compared to 99% business owning housholds. 1% business owning households also report being healthier and expect to live longer according to SCF data..
Our analysis reveals a hybrid characterization of the 1% -- an elite but industrious class of households with earned wealth that is actually highly concentrated in owner managed business interests and with clear intentions to pass on wealth to future generations. Our findings about the 1% business owning households suggests an entrepreneurial class and we discuss the implications for future research on this underexamined but important social strata. 
Our refined perspective on the class of 1% business owning households contributes to the literature in several ways. First, we extend research scholarship examining the particularistic interests and behaviours of elites. By focusing on the financial and business strategies of wealthy business owning households, we provide insight into such households as an economic class with financial motviations and cosmopolitan characteristics. Second, we delineate the socioemotional wealth perspective, suggesting its relevance for households owning the majority of small and medium enterprises, but drawing attention to significant wealth as an important factor to bound the application of SEW. This endeavour explores sources of heterogeneity among family businesses (Chua, Chrisman, Steier, & Rau, 2012) and builds theory on the underexamined upper echelons of business families (Steier, Chrisman, & Chua, 2015). Third, we respond to open questions about the composition of the capitalist class in advanced postindustrial societies (Aldrich & Weiss, 1981; Palmer, & Barber, 2001; Zeitlin, 1974). Our findings suggest that these industrious elites embody an entrepreneurial ethic with both an economically rational approach to business and a strong commitment to preserving wealth and status for future family generations. 

THEORETICAL FOUNDATIONS
Private business ownership is concentrated in the upper reaches of the wealth hierarchy.  A full 76% of US households in the wealthiest 1% own and actively manage a business (Carney & Nason, 2016).  Business ownership is of course not restricted to the 1% wealthiest families; Figure 1 graphs the lower 10% (0) - 80% (8) and then 90-99% (9) and top 1% (10) showing a dramatic decline in average business ownership through the lower wealth centiles. Can a single theory explain business ownership and its correlates across the entire wealth hierarchy? Our theory is motivated by F. Scott Fitzgerald's dictum that the rich differ from everyone else and in the following theoretical section we juxtapose two prominent accounts of business and capital assets ownership to explore the idea. 
---------------------------------------------

Insert Figure I about here 

---------------------------------------------
The Socioemotional Wealth Perspective
Rooted in prospect theory, scholars of SEW maintain that business owning families develop binding emotional ties to their firms and are motivated by a strong desire to conserve socioemotional wealth in the firm (Gómez-Mejía et al., 2007; Gómez-Mejía et al., 2011). SEW is the label applied to the collective utilities that family owners derive from the non-economic aspects of the business. Idiosyncratic family utilities such as identity, emotional attachment, and family altruism (Gómez-Mejía et al., 2007; 2011) lead families to govern firms in a manner that maintains their control and preserves their non-financial endowments. SEW scholars maintain that family businesses will be loss-averse regarding accumulated socioemotional wealth endowments, and that family businesses will take economic risks with potentially negative performance consequences in order to retain their control over their firm. The original study developing the concept of socio-emotional wealth showed that small family run Spanish olive mills were less willing than non-family mills to join a cooperative despite clear economic advantages. As a result, family businesses that retained family control by rejecting cooperative membership suffered an increased probability of failure and worse financial performance  (Gómez-Mejía et al., 2007). 
The firm-specific attachments arising from SEW also can result in sub-optimal governance and strategy decisions. For instance, family businesses may show preferential treatment to family employees (Cruz, Justo, & De Castro, 2012; Gomez-Meijia et al., 2001; Lubatkin, Schulze, Ling, & Dino, 2005; Schulze, Lubatkin, Dino, & Buchholz, 2001) and eschew economically promising strategies as evidenced by a reluctance to engage in international expansion (Gómez-Mejía et al., 2010) and underinvesting in R&D and new technology (Chrisman & Patel, 2012). According to SEW theory, family businesses are unlikely to exit their business (DeTienne & Chirico, 2013) and tend to take risky decisions only when the firm underperforms significantly or confronts the prospect of failure (Gómez-Mejía et al., 2010). Thus, with the passage of time business families’ socioemotional attachments may sap their capacity to adapt to changing economic realities and undermine their economic performance, resulting in declining wealth, especially in those firms managed by second and later generation family members (Pérez-González, 2006).

The Rentier Perspective
A rentier is an individual who is able to live off the proceeds of his/her capital rather than relying primarily on employment wages. The status and economic value of the rentier has long been the subject of analysis in the field of political economy. Historically, the rentier was very much a key figure in the pre-industrial era when land for agricultural production represented the primary source of wealth. However, Marx noted the continuing expansion of the rentier class with the onset of industrialization… “a class of men springs up, increases more and more, who by the labors of their ancestors find themselves in position of funds sufficiently ample to afford a handsome maintenance from the interest alone (Marx, 1992 [1894]: p359).” In the General Theory, Keynes expressed a benign view of the rentier "I see... the rentier aspects of capitalism as a transitional phase which will disappear when it has done its work (1936: 345). Keynes described rentiers as 'functionless investors' (p345) and predicted the gradual ‘euthanasia of the rentier’ with the progressive accumulation of capital. For the greater part of the 20th century Keynes’s expectation of the demise of rentiers appeared to be realized. Between 1914 and 1945 war destroyed much of Europe's industrial capital stock and the Great Depression in the US severely restricted returns to capital. After 1945, social democratic policies with respect progressive taxation and rent controls diminished returns to capital.
However, the rise of neoliberal policies in much of the West since 1980 is said to have created an economic environment favourable to extreme capital accumulation (Centeno & Cohen, 2012). Economic inequality scholars argue that “Capital is back” (Piketty & Zucman, 2014) thereby enabling the re-emergence of a rentier class. Recalling Marx’s notion of living off ancestors’ wealth, recent analysis identifies the growing importance of inheritance in the composition of the capital stock (Piketty, 2011; 2014). According to this perspective, long-run average returns on capital greater than the rate of economic growth (the now well-known equation, r > g) produces widening economic inequality. The growing social concern with inequality has led to a resurgence of interest in wealth holders in the capitalist class. Growing inequality is evident in a wider range of mature industrial societies, including Scandanavian societies that are not typically associated with inequality. Hansen (2014), warns of the re-appearance in Norway of a closed self-perpetuating class of old money business families in the 1% wealthiest centile. To preserve their position, “members of the privileged groups use wealth reproduction strategies that vary according to the amount and nature of their assets” (Hansen, 2014: 459). A focus on rentiers in the economic class structure of contemporary capitalism enables us to enrich and reframe research into traditional domains such as family business studies (Vidal, Adler, & Delbridge, 2015).

The rentier perspective points to a very different picture of wealthly private business owning households than SEW. Wealthy business owning households are seen as an elite and privileged class that is more concerned with economic wealth than socio-emotional utility. The capitalist class spans global boundaries, their tastes are cosmopolitan, and their strategies are calculative (Harrington, 2016a). However, the rentier perspective has been neither adequately tested nor incorporated into family business research. The majority of family business studies have tended to focus on the many small and medium enterprises grounded in local communities (Gómez-Mejía, Makri, & Kintana, 2010) or families’ continued influence on large public corporations (Anderson, Duru, & Reeb, 2009). We concentrate on 1% business owning households as a unique demographic in the family business population. In the following hypotheses, we seek to unearth theoretical dimensions along which 1% and 99% business owning households can be expected to differ. Specifically, we contrast the rentier perspective with SEW across strategic dimensions that are discussed in both rentier and SEW perspectives including wealth composition, income composition, risk-taking, search, and inheritance activity. Although some of the hypotheses may appear to have a rather obvious aspect to them, the results of testing them will contain some important surprises that call into significant question the logics and application of both the SEW and rentier perspectives.
HYPOTHESES
Wealth Composition
The SEW and rentier perspectives suggest opposing views of family wealth concentration: that is the diversification of family wealth into different asset categories. The SEW literature suggests that both emotional and financial wealth will be heavily concentrated within the family business. As Gómez-Mejía and his colleagues put it, “there are many reasons to conclude that greater concentration of firm ownership in family hands will increase socioemotional wealth (2011: 693).” In SEW, the desire to protect valued emotional endowments limits family businesses’ willingness to diversify economic capital. Specifically, SEW theory predicts that family businesses will avoid diversifying into other lines of business since diversification will likely lead to much greater use of independent outsiders such as professional managers, who may compromise the family’s dominance over the business -- a constraint families would rather avoid (Gómez-Mejía et al., 2010: 210). Accordingly, “family firms are said to prefer the risk of financial wealth concentration over the complexity of diversification (Gómez-Mejía et al., 2010: 224).” Wealth concentration is likely to be accentuated in smaller firms where “there is a high overlap between family wealth and firm equity” (Sciascia, Nordqvist, Mazzola, & De Massis, 2015). Hence, SEW theory is strongly suggestive of family wealth concentration in a single firm – that is, less wealth diversification.
The rentier view presents an alternative view for wealth composition among the wealthy that emphasizes a distancing of emotional attachment and depersonalization of assets. It suggests that although much of the wealth owned by scions of large fortunes is initially tied to the founding firm (Piketty, 2014), over time these fortunes spill over and extend well beyond the firm. Wealthy business owners, with the help of professional advisors, seek to preserve capital, optimise investment returns, and minimise income and estate taxes (Harrington, 2016a; Marcus & Hall, 1992). Household wealth drives the creation of new businesses and is associated with the portfolio entrepreneurship strategies of business families (Rodriguez, Tuggle, & Hackett, 2009). 
Research in finance supports a wealth diversification hypothesis, indicating that in economies with large and liquid capital markets, such as the US, family owners will dilute their ownership stakes and reallocate their investments as businesses age and evolve into widely held ownership (Franks, Mayer, Volpin, & Wagner, 2011). These strategies serve to diversify risk, but also allow wealthier households to exploit the scale advantages of contemporary portfolio capital management techniques, thereby earning superior returns (Piketty, 2014). The scale of their wealth allows the wealthiest families to more readily utilise financial instruments with beneficial tax arrangements. As Harrington (2016b) puts it, ‘the financialization of the global economy allows ‘rentier-investors’ to access trusts, which carry low tax and low regulatory oversight.” 
Wealth in the upper echelons is said to be focused on capital held in passive financial investments such as stocks, bonds, trusts, mutual funds and annuitized instruments such as pension plans (Keister, 2014; Wolff, 2012). The financialization of the economy over the last 30 years (Epstein & Jayadev, 2005) has reinforced the perception that rentier income derives from financial assets. Hence, the rentier perspective on wealth dynamics is focused on aggregate capital holdings held in diversified financial investments (Keister, 2014; Wolff, 2012). This suggests that wealthy business owning households utilize economic considerations as a driving force to create a diversified household asset portfolio. Thus, whereas the SEW perspective may be apt for less affluent 99% business owining households, the rentier perspective is likely to apply to wealthier business owning households. Since the 1% wealthiest business owning households are likely to enjoy a substantial cushion against a poor diversification decision and are likely to be assisted in making capital allocation decisions by professionals, we expect that their wealth will be more widely diversified into different asset categories.
Hypothesis 1: 1% Business owning households will have wealth less concentrated in a firm and are more likely to diversify their assets than 99% business owning households
Income Composition
According to the SEW perspective, family businesses have strong incentives to employ family members as this practice serves as both a parcularistic benefit of control and a mechanism to maintain control. As a benefit, controlling owners are able indulge their altruism by being “unusually generous” to family members by providing them with comfortable jobs (Schulze et al., 2001:103). Employing family members produces socioemotional rewards for the family as it provides secure and stable careers and a livelihood for current and later generations who might not otherwise find as satisfying employment (Gómez-Mejía et al., 2011; Miller & Le Breton-Miller, 2005). In addition, hiring family members reinforces families’ control of their organizations. Since family members serve as a loyal and stable base of human resources, family members are placed in leadership positions across all aspects of the business in a way that concentrates family power and ensures that the organization will act in accordance with family wishes. While this practice may be considered socio-emotionally rewarding and economically efficient (Verbeke & Kano, 2012), the result is a focus on deriving benefits from the firm in terms of employment wages and a concentration of family income from on a single source. 
The rentier perspective provides a contrasting picture of income composition for the wealthy class, once again driven by economic considerations rather than non-economic utilities. Rentiers are not believed to be wed to or sentimentally attached to a single business or its rewards, but rather are rational managers of capital, and recipients of multiple non firm- related sources of earnings. Piketty suggests that in the contemporary era there are fewer great estate inheritances found than in 18th century ancien regime, but that the volume of inherited wealth as a share of total wealth is producing a large number of inheritances between €1 million or €2 million. He reasons that such inheritances are typically too small to allow beneficiaries to give up their careers and to simply live on the capital interest, but such inheritances are nevertheless substantial producing a society of ‘petits rentiers’ (2014). This creates a society with a small number of very wealthy rentiers as well as a large number of individuals deriving income from both employment and capital. Rentiers, deriving income from their capital as well as earnings from employment have been described as the 'working rich' (Saez, 2015). In Norway, Hansen (2014: 457) finds that ‘the very top’ wealth category appears to be a rentier class with higher incomes from capital than from earnings.

These findings suggest that income composition is structured very differently between 1% and 99% business owning households. Due to the substantial capital base that provides a stream of annual income, 1% business owning households can avoid the rigours of competitive labour markets as they are less reliant on income from employment. Due to their wealth, family members of business owning households can engage in less remunerative occupations in the community and in philanthropy. Instead, in an era of sustained growth in asset prices, the potential benefit of capital gains may outweigh the incremental annual accumulation of employment wages. In this way, 1% business owning households have less conern with socio-emotional endowments and less need to employ spouses and adult children in management positions in comparison to 99% business owning households. Thus, they will derive more of their income from capital assets than from employment.
Hypothesis 2: 1% Business owning households are likely to receive more income from capital than from wages and have a higher percentage of total income derived from capital compared to 99% business owning households. 

Risk Taking

Whereas much of the family business literature emphasizes family businesses’ risk aversion, a central theoretical component of SEW is the concept of loss-aversion which suggests that family members are more concerned with minimizing current socioemotional losses over maximizing future economic gains. Thus, for example, while investing in R&D may produce long-term benefits, in the short term it may compromise socioemotional attachments because family members may become overly dependent upon experts, such as scientific personnel who may threaten family control and thus the capacity to retain SEW. Hence, family businesses may limit R&D expenses, which can cause financial underperformance but preserve socioemotional wealth. Accordingly, SEW scholars argue that family decision-makers may be simultaneously prone to risk taking and risk aversion in their strategic choices (Wiseman & Gómez-Mejía, 1998). A consequence of loss aversion is that family businesses make sub-optimal risks with potentially damaging economic consequences in an effort to retain their control over the firm (Gómez-Mejía et al., 2007).
The growing body of knowledge on contemporary rentiers may provide a more accurate depiction of risk management in wealthy business owning households. In this view, wealthy families’ emply highly professionalized wealth management agents such as family offices (Zellweger & Kammelander, 2015) and most trusted advisors (Strike & Rerup, 2016). These agents rationalize and optimize risk according to client risk preferences. Piketty (2014) argues that the very wealthy enjoy superior expertise in portfolio management that provides higher returns on capital than is available to less wealthy investors. As Piketty (2014: 431) says “it is much easier for these wealthy investors to take risks if she has substantial reserves than if she earns next to nothing.” Entrepreneurs such as Bill Gates have tripled their wealth through these techniques and now, since he is retired, Gates has become a rentier living off his accumulated fortune. As Piketty (2014: 443) explains, “entrepreneurs thus tend to turn into rentiers, not only with the passing of generations but even within a single lifetime.” 


We contend that, compared to 99% business owning households, 1% business owning households are more likely to reflect the risk taking behaviour and attitudes of the rentier perspective rather than the SEW perspective. This is driven by wealthy business owning households’ resources to endure risk and their use of professional agents promoting risk-seeking investments. We suggest that this tendency applies to their attitudes towards risk as well as their actual risk taking practices in managing their firms and household finances. 
Hypothesis 3: 1% Business owning households are likely toexhibit greater objective and subjective risk tolerances with respect to their wealth  compared with 99% business owning households. 

Search
Search refers to business family households’ tendencies to scan for superior financial returns and employ professional agents, such as lawyers, brokers and financial planners in this process. SEW theory suggests that emotional endowments are threatened by reliance upon such specialized professionals due to the information asymmetries and uncertainties arising from their expertise. Referring to banks and venture capitalists, Gomez et al. (2011: 669) state: “These outsiders… are likely to claim a say in the firm's affairs such as selecting top management… something the family would rather avoid.” Nevertheless, family businesses cannot function without some reliance upon external stakeholders. When they do so, SEW theory predicts that because they are deeply embedded in their local communities (Berrone et al., 2010), they will prefer to deal with local stakeholders with whom they have close personal relationships (Cennamo et al., 2012; Miller & Le Breton-Miller, 2005), which can include local banks and financial institutions. 
In contrast to this SEW view, the rentier perspective suggests that wealthy families will have few reservations about utilizing external financial expertise. Their socialization is not limited or primarily focused on local communities and embedded relationships, but rather global markets and other successful families. As a result, they will avail themselves of the most modern and sophisticated portfolio management techniques (Piketty, 2014). Indeed, scholars have documented that wealthy families make use of a diverse range of professionals to manage their financial affairs, for example calling upon “expertise to preserve intergenerational family wealth through estate planning and prenuptial agreements” (Beaverstock, Hall, & Wainwright, 2013). More, recently, the relaxation of inheritance tax regimes permits dynastic wealth to be held in new asset categories managed by new types of agents (Harrington, 2012). Recent financial innovations include multifamily offices, which are professional organizations that provide customized wealth management, taxation, and estate planning to several business families and thus require less net worth than dedicated family offices (Wessel, Decker, Lange, & Hack, 2014). The specialized nature of such intermediaries induces them to locate within major metropolitan and financial centers, far from the local communities in which business families are situated. We refer to such practices as cosmopolitan search, reflecting its non-local and specialised character. Thus, the rentier perspective suggests that, compared to the 99% business owning households, the 1% are more likely to be avid in their pursuit of advantageous financial terms and investments. To do so, they are more willing to search broadly for investment opportunities and to utilize professional agents located beyond their local communities. 
Hypothesis 4: 1% Business owning households are more likely to exhibit cosmopolitan search practices with respect to the management of household wealth compared with 99% business owning households. 

Inheritance/Succession
The SEW literature has focused extensively on identifying family businesses’ motives and preferences for intrafamily succession. Given that succession by family members often leads to a decline in family business performance (Pérez-González, 2006; Villalonga & Amit, 2006), it is reasoned that a preference for family succession is driven by noneconomic factors and that socioemotional wealth preservation is an important explanation for family businesses’ preference for a next generation family member to succeed to the leadership of the family-owned enterprise (Gómez-Mejía et al., 2011). Accordingly, SEW theory sees intergenerational dynastic family strategies as aimed at securing the inheritance of a particular business. 
In contrast, the rentier perspective suggests that both inheriting and passing on financial wealth, not a business itself, is a core element of dynastic family strategies. The conventional wisdom on “old money” business families suggests that they were focused upon wealth preservation for the next generation and concerned with establishing trusts and foundations as a means of transmitting wealth (Marcus, 1980). The literature on intergenerational transfers and wealth accumulation show that indeed wealth transfers are highly concentrated (60%) in the top net worth decile (Gale & Scholz 1994) and find strong correlations between parents and childrens’ wealth (Mazumber, 2005). Recent work on inequality suggests that this strong correlation may be in large part driven by inheritance preferences and activity. Keister (2005: 124) has established that that inheritance has a very strong impact on adult wealth. Based on 2010 SCF data, Keister and Lee (2014:19) find that over 42% of the wealthiest 1% households have inherited wealth, with the average amount being $2 million. Inheritance from trust funds is particularly important in this regard. Data based on a national longitudinal survey of youth show that only 5% of individuals have ever had a trust fund, but 20% of millionaires have one, and “there is a distinct and positive relationship between receiving a trust and accumulating large amounts of wealth” (Keister, 2005: 228). Keister (2005:128) concludes: “the results provide support for the argument that parents’ wealth has a positive effect on children's wealth through direct transfers during life (inter vivos transfers) and after the parent’s death (inheritance).” 

Whereas SEW and rentier perspectives converge regarding the importance of receiving and leaving inheritances, the rentier perspective emphasizes wealthy families’ superior capacity to provide inheritances. With higher levels of accumulated wealth, business owning hosueholds are apt to have received inheritances that place them in the upper wealth echelons and they are likely to pass on their wealth as it cannot be reasonably consumed within their lifetime. For these reasons, we propose that receiving and leaving inheritances will be more prevelant in 1% business owning households compared to 99% business owning households. 
Hypothesis 5: 1% Business owning households are more likely to receive an inheritance and are more likely to expect to leave an inheritance than 99% business owning households.

METHODS

Data
The Federal Reserve's Survey of Consumer Finance (SCF) is a triennial survey of some 6,000 US households conducted since 1983. The SCF includes fine-grained data on American household financial structures and behaviors. Specifically, the SCF household level micro-data allows for a detailed analysis of American household income and asset portfolios, providing a comprehensive view of members’ income as well as household financial and non-financial asset holdings. The data also contain information regarding private enterprise ownership, household demographics and financial behavior. 
 The SCF has become the standard in research on household finances and their inequality (Wolff, 2012; Keister, 2014; Keister & Lee, 2014). Although excluding rich list households that cannot be kept anonymous (i.e. those households above 1.3 billion in networth), special efforts are taken establish an accurate representation of wealthy household holdings. Specifically, SCF uses a dual-frame sample design that consists of a multistage national area probability sample and a sample of high-income households identified using Internal Revenue Service data (Johnson & Moore 2005; Kennickell 2008). Further, the Federal Reserve takes great care to accurately impute missing data and ensure data reliability (for details see Kennickell, 2008; Kennickell, 2011).
Since business ownership is prevalent among wealthier segments of the population SCF is well suited to accurately assess business owning households and test our hypotheses. The data are collected in 85-minute interviews by field representatives (Bricker et al., 2014) and costs an estimated $6,000 per household. For these reasons, these are the highest quality and most reliable data available on the financial structure and behaviors of American households (Keister, 2014). We focus on the 2013 SCF, which presents the most recent data available. As the full dataset includes multiple imputations per household, we average the imputations to form a single observation for each household. In doing so, we obtain a total sample of 6,281 households and 1,602 firms. Given the scope of our research we focus only on the 1,335 households that own and actively manage a private business enterprise. 
Variables
Independent variable: 1% households. Each hypothesis is tested with the variable one percent which takes the value of 1 if the focal household is in the top 1% of the United States population by total assets, and 0 otherwise. Following prior research (Keister, 2014), we rely on sample-weighted values in the full dataset to create this variable, making it representative of the entire US population. The cutoff for inclusion in the top 1% of total assets in 2013 is $8.5 million. Notably, the SCF oversamples from wealthy households to get a more accurate picture of their financial structure. As a result, in this sample there are 496 households owning and managing a private business in the top 1%, and 839 households owning actively managing a private business in the 99%. 
Dependent variables. As our theory predicts differences in a variety of strategic activities by the wealthiest business owning 1% households compared with the rest of the business owning population, we utilize multiple measures to capture behaviors pertaining to wealth composition, income composition, risk-taking, search, and inheritance. Each of these measures is created and tested at the household (HH) level of analysis (i.e. each household is a separate observation) with the exception of four measures: family wealth concentrated in a firm, external financing, application for a business loan, and patronage of a local bank, which are each calculated at the firm level of anlaysis (i.e. each firm is a separate observation). We provide a brief description of each variable below, and Table I provides details on each variable, including the exact items used from the SCF. Appendix I provides further information regarding the precise phrasing of each SCF item. 

---------------------------------------------

Insert Table I about here 

---------------------------------------------
Wealth composition. We use two variables to capture household wealth composition. Firm wealth concentration refers to the net worth of a household’s share of their business divided by the household’s total assets. Household diversification is based on the Herfindahl measure of firm diversification. While Herfindahl diversification is usually measured as the sum of squares of the percentage of total sales across a firm’s industry segments (Miller, Lester, & LeBreton-Miller, 2010), our measure consists of the sum of the squares of the percentage of assets across a household’s 13 asset classes provided by SCF. This provides a measure of concentration and so we reverse coded it by subtracting this figure from 1. The resulting diversity measure varies between 0 and 1 with higher values indicating greater household diversification. 
Income composition. We use two variables to examine household income composition structure. Both are based on a household level of capital income. Capital Income Ratio is the ratio of a household’s capital income to total income. Capital to wage is a dummy variables that takes a value of 1 if the the household earns more in capital income than it makes in wage income (Piketty, 2014). 
Risk taking We use four different measures to capture risk taking. External financing refers to the use of other equity investors in either the start up / acquisition or expansion of a household’s business. 
Credit apply refers to whether the business as applied for any type of credit or loan within the past 5 years. Subjective HH risk taking is a rating of the household’s stated willingness to take risk when saving or making investments. Respondents select from a scale that ranges from substantial risks (1) to not willing to take any risks (4). This measure is reverse coded to indicate greater risk taking tolerance. It has often been used to assess household risk taking tolerance (Chang, DeVaney, & Chiremba, 2004; Puri & Robinson, 2007). Objective HH risk taking is based on Schooley & Worden’s (1996) objective measure of HH risk utilizing SCF data. The measure examines HHs risky assets as a ratio of total wealth and is in line with other objective measures based on SCF data (Chang et al., 2004; Jianakoplos, Ammon, Bemasek, 1998; Xiao, Alhabeeb, Hong, & Haynes, 2001), but has the advantage of accounting for variability in the riskiness of financial assets. It was was winsorized at the 99% level to correct for outliers. 
Search. We use three variables to examine financial management search activities. Local bank is a dummy that takes the value of 1 if the bank is considered in close geographic proximity to the HH’s business. Investment search is a subjective rating of the household’s willingness to search for the very best terms when making investment decisions. It ranges from almost no searching (1) to a great deal of searching (5). Professional search is a dummy that takes the value of 1 if the household uses professional sources of information to make decisions about savings and investments. Professional sources include lawyers, accountants, bankers, brokers and financial planners.
Inheritance. We utilize four variables to capture inheritance behaviour and preferences. Inheritance is coded as 1 if the household has ever received an inheritance, excluding those from a deceased spouse and 0 otherwise. Inheritance expected is coded as 1 if the household expects to receive an inheritance in the future and 0 otherwise. Inheritance importance captures the degree to which the household thinks that it is important to leave an inheritance to surviving heirs. The scale ranges from 1 (very important) to 5 (not important). This measure is reverse- coded to facilitate interpretation such that higher scores indicate greater inheritance importance. Leave inheritance captures whether or not the household expects to leave a sizeable estate. We code “yes” as 1 and “possibly” and “no” as 0. 
Control variables. We also control for factors that are likely to influence household financial structures and behaviors. Portfolio is a dummy variable that takes a value of 1 if the household owns and actively manages more than 1 business. Education level is measured as the highest level of education reached by any individual in the household. We also control for the characteristics of the focal household’s firm (or of the household’s largest firm by sales volume for household level analysis). Inherited firm takes a value of 1 if the firm was inherited, Lone owner firm takes a value of 1 if the household business is 100% owned by a single individual, Firm size is measured as the total value of the business in millions of dollars, Firm age is operationalized as the number of years since anyone in the household first acquired any part of the business, and Firm performance is measured as firm profit divided by firm sales. This measure is winsorized at the 99% level to remove outliers. In addition, we control for factors that may influence these strategic dimensions including industry (SCF provides a range of industries coded from 1 to 7 which is derived from the original SIC codes) and legal form (including partnership, sole-proprietorship, S-corp, C-corp, and LLP/LLC). Table II shows descriptive statistics and correlations for all variables used in the analysis. 

---------------------------------------------
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Empirical Strategy
Since not all households in the SCF own a private business, we used a Heckman correction to account for this fact. Our first stage selection model predicting the likelihood of a household having a business was based on demographic variables known to influence business ownership including the number of people in the household, average age in household, gender of household head (1=female) and race of household head (1=white, 0= all others). Household head follows the SCF definition (see SCF, 2013).2 The resulting inverse mills ratio is included in all subsequent analysis.

We used logit for all dichotomous dependent variables and OLS for all continuous dependent variables. However, OLS regression assumes that error terms have zero mean and constant variance (homoscedasicity) and the Bruesch-Pagan test (estat hettest) reveals heteroscedasticity in the data (p<.001). We correct for this by using using Huber robust standard error corrections in the analysis. 
RESULTS

Table III shows the results of the first stage regression results, while results for the hypothesis testing are presented in tables IV and V. Table IV shows the results for H1-H3 and Table V for H4 and H5. In Table III, Model 1, we find that all predictors are highly significant in explaining the likelihood of a household owning and actively managing a business. Households with more members (Household number β = 0.15, p < 0.01) and a higher average age (Average household age  β = 0.01, p < 0.01) are more likely to own and actively manage a business. Households with household heads who are white are more likely to have an actively managed business (Household head race β = 0.50, p < 0.01) while households with household heads that are female (Household head sex β = -0.84, p < 0.01) are less likely to have an actively managed business. 
---------------------------------------------

Insert Tables III, IV, & V about here 

---------------------------------------------

Hypothesis 1 examines the wealth composition of 1% business owning households compared to 99% business owning households. Model 2 shows the results for the impact of one percent on firm wealth concentration and we find a positive and significant relationship one percent β = 0.04, p < 0.05). Model 3 shows that one percent has a significant and negative relationship to household diversification (one percent β = -0.03, p < 0.05). These results cause us to reject H1 regarding wealth composition and, in fact, provide evidence of the opposite effects that are more in line with SEW. We find that 1% business owning households have wealth more heavily concentrated in their firms and less diversified across asset classes than the 99%. Hypothesis 2 examines how 1% business owning households compare to the 99% in income composition. Model 4 shows the results for the impact of one percent on capital income ratio and we find a positive and significant relationship (one percent β = 0.27, p < 0.01). Model 5 reveals that 1%  are more likely to have higher capital to wage (one percent β = 1.24, p < 0.01). These results provide strong support for H2 and the rentier perspective, which suggests that 1% business owning households are likely to derive a larger share of their income from capital, especially in relation to wage income. 

Hypothesis 3 examines risk taking. Models 6 show that 1% business owning households are more likely to have firms that utilize external financing (one percent β = 1.27, p < 0.05); and model 7 provides marginal support that 1% business household are more likely to apply for credit or a loan (one percent β = 0.26, p < 0.10). Models 8 and 9 show that the 1% are more likely to view themselves as risk taking (one percent β = 0.26, p < 0.01) and in fact do have an objectively riskier household financial asset structure (one percent β = 0.33, p < 0.01). Taken as a whole, this evidence provides support for H3 and the rentier perspective which suggests that the 1% are likely to be more risk-seeking than the 99%.  
Hypothesis 4 suggests that there are important differences between 1% and 99% business owning households in their search activities. Model 10 shows that the 1% are less likely than the 99%  to have a local bank for their business (one percent β = -1.33, p < 0.01). However, Models 11 and 12 do not provide evidence of a difference between the 1% and 99%  in their willingness to search for the best investment terms (one percent β = 0.10, p > 0.10) or their likelihood to use professionals in their search activities (one percent β = 0.20, p > 0.10). As a whole this provides modest support for H4 and the rentier perspective, but is limited to evidence that the 1% are more cosmopolitan in their banking. 

Hypothesis 5 examines how 1% business owning households differ from the 99% in their inheritance behaviour and preferences. Models 13 and 14 show that there is no differences in having received (one percent β = 0.17, p > 0.10) or expecting to receive an inheritance (one percent β = -0.01, p > 0.10). However, models 15 and 16 provide strong evidence that 1% business owning households deem it more important to leave an inheritance (one percent β = 0.70, p < 0.01) and are more likely to expect to leave an inheritance (one percent β = 1.89, p < 0.01) compared to the 99%. Taken together these results provide modest support for H5 and fall more in line with an SEW perspective. Overall, we find evidence of the dynastic intentions of 1% business owning households in their increased likelihood to leave an inheritance, but no evidence of the dynastic origins of the 1%  as they are no more or less likely to receive an inheritance than the 99%.  

Robustness Tests
We conduct several robustness tests to ensure the validity of the results.3 First, we take precautions to ensure that households with multiple firms are not systemtically biasing the results. Since 1% business owning households are more likely to have multiple businesses (portfolio is correlated at .3 with one percent), we run our analyses removing this potentially confounding control variable. The results remain consistent across all models, except that we lose support for the the impact of one percent on wealth concentration in a focal firm (one percent β = 0.01, p > 0.1). This suggests that while 1% business household wealth is concentrated within private business ownership, it may become more dispersed across several firms. As an additional test, we run the firm level analysis analysis on only the largest firm by sales volume in the household (thereby excluding multiple firms from the same household). All results remain consistent under this alternative specifiication. 
Second, while we suggest that the wealthiest 1% are a meaningful theoretical category due to its economic class implications (Saez & Zucman, 2014), it remains an empirical cutoff. We thus test our hypotheses using total assets a continuous variable. We find the same results in income and inheritance predictions. In risk-taking we find support across all indicators except the use of external financing and applying for credit. In search, we still find that wealthier households are less likely to use a local bank, but also find support that wealthier households are likely to search more for investements.  However, we find no difference in asset class diversification perhaps because business owning household wealth may also be highly concentrated in firms at lower levels of the wealth spectrum (due to a paucity of other assets), and less diversified in mid-range wealth.

We also test our predictions using the top 5% in terms of total assets as a cutoff rather than the 1%. Our significant results remain so with the of finding no difference in terms of HH diversification and we find no difference in the use of external equity. We also gain support for increased use of search and the use of professionals in the search process amongst the wealthiest 5%. This suggests that rentier behavior and some financialization behavior is not limited to the top 1% and in fact may prevail at lower levels of the upper wealth stratum. 
Moreover, as true rentiers may not own businesses, we examine differences within the entire 1% group across our predictions. We isolate the sample to 1% only, use our first stage predictors as controls (education, household number, household age, household head sex, and household head race), and examine the effect of a dummy variable to indicate those households that own and actively manage a business (1=yes) and those households that do not (0=no). While we are not able to test firm level dependant variables in this model, in the household level analysis we find that business owning 1%ers are less likely to diversifiy their wealth than non-business owning 1%ers. Interestingly, business owning 1%ers tend to view themselves as more risk taking, but have lower objective risk measure scores. Business owning 1%ers are more likely to have higher earnings from capital, but again much of this is business capital. We find no differences in search or inheritance behaviors. 
DISCUSSION

Although we find that there is some truth to SEW and rentier characterizations of the 1% (and indeed the other 99%), they both are largely off base for both groups. In fact, we find in the wealthiest 1% business owning households an entrepreneurial class whose wealth is highly concentrated in one or more businesses, and who tend to take on more risks and debt than the rest of the population. They create but do not inherit their wealth.  Whereas we expected that 1% business owning households would be more diversified than the rest of the business owning population, that was not the case. They more closely resemble an enterprising class of households that concentrate more of their wealth in their firms than less wealthy households. This suggests an attachment and focus upon enterprises which they actively own and manage -- in what is in essence an entrepreneurial family. As the fortunes of their business go, so does their personal wealth. In short this is not a rentier class.

It is true that the 1% were indeed more likely to receive a higher percentage of income from capital than from wages. Although that finding is consistent with the situation of rentiers, it is also evidence of a household benefiting from entrepreneurial endeavours. Specifically, business owning households of significant wealth are more apt to extract income in the form of dividends and capital gains rather than salaries. Indeed, further examination reveals that more than 50% of total income for 1% business owning households is business income. Thus much of their capital income represents the fruits of their entrepreneurial efforts. Moreover, consistent with our entrepreneurial characterization, and in contrast with the SEW perspective, we found that the wealthier business owning households were more likely to be risk tolerant. Indeed, 1% business owning households view themselves as more risk taking, which is confirmed by our objective measure. In further analyses, we found that 1% business owning households are also more likely to put up their own money as collateral for the business. In addition, their firms are more likely to apply for a loan and use external financing. It appears then that the SEW profile of conservatism and mistrust of external finance may apply to less wealthy households. It is also likely, however, that wealthy households have ferwer credit constraints because external finance may be more readily available to them. 
It is a common characterization that entrepreneurs are devoted to pursuing business and financial opportunities, and therefore employ specialized talent to enhance their financial gains. In general, such expert advice, and the more complex financial instruments provided by that talent, are available from professional agents. Although we found that 1% households were indeed less likely to use local banks, we did not find evidence that they are more likely to search for investment alternatives or to utilize professional agents in that search. This result may reflect the abundance of financial information in the affluent 1% cohort or the professional services now readily accessible to a broader population. Our robustness test reveals that professional search services also are more used by the wealthiest 5% vis-à-vis the other 95% of business owning households. 
Finally, we come to inheritance. Importantly, the 1% were no more likely to receive an inheritance than the 99%, making them a self-made class of individuals. In fact, further examination reveals that only 7% of the 1% firms were inherited. However, not surprisingly, the 1% were more likely to expect to leave an inheritance than the 99%, very likely because they had the funds to do so.

To summarize, the rentier perspective of the 1% is severely cast into doubt, as is the SEW characterization. What we appear to have is a group of largely self-made individuals within entrepreneurial households – people who build businesses and manage their capital opportunistically, and reap the associated rewards via returns from the business. Nor were SEW characterizations on the mark for the 99% of the business owning households that are more apt to diversify their assets and have little intention to pass on the business to the next generations. 
In taking the household as a unit of analysis we contribute to the literature on family business heterogeneity (Chua, Chrisman, Steier, & Rau, 2012), identifying specific mechanisms that differentiate among business owning households. Previous research has called for research at the family household level of analysis (Steier, 2009) and pointed to a relative dearth of theory undergirding our understanding of elite business families within the wider family business population (Steier, Chrisman, & Chua, 2015). In addressing this call, we temper the tendency in much of the family business literature to ascribe SEW logic to all family firms. Whereas SEW is often an unobserved variable in family business studies, we show that a business owning household’s wealth differentiates its wealth and income concentration, risk tolerance, search, and inheritance preferences. In so doing, we do not disavow the importance of emotional preferences, but suggest wider theoretical horizon for examining family firms preferences and influences. 
Our focus on business owning households also contributes to the resurgent capitalist class literature (Vidal, Adler & Delbridge, 2015). Whereas Marxist perspectives are frequently identified by a clash between the capital owning and working classes, contemporary Marxist analysis recognizes that class structures are also differentiated between high skill middle-class professional occupations and the capital ownership of smaller scale family enterprises. In particular, recent research has cohered around the distinction between the working rich and rentiers, the former being a well compensated class of professionals and senior executives in public corporations (Saez, 2015) whose class positions derive from from employment income. Nevertheless, ‘existing schema of the capitalist class structure remain underspecified’  (Wolff & Zacharaias, 2013). In particular they fail to adequately distinguish between rentier capitalists, the petite-entrepreneur or self-employed, whose businesses engage few employees, and business owning households that employ greater numbers. 
Marxist theory predicted the decline of petite-entrepreneur class due to their ‘diminutive capital’ and competition from large corporations. But rather than descending into the proletarian class we find a remarkably vital population of self-made and self-employed households that occupy the upper echelons of the wealth hierarchy. Consistent with the idea of a heterogenous class of family businesses, the entrepreneurs we identify in the 1% are ‘owner-managers’ who cannot be adequately characterised as neither rentiers, petite- entrepreneurs, nor working rich, since their earnings are derived from business capital rather than employment income. Indeed, United States owner-managers in the 1% represent a group of entrepreneurs analogous to Germany’s mittelstand, who are considered to be a class of middle rank family businesses operating with ‘solid and legitimate wealth’ (Berghoff, 2006:264). 
Finally, while public perception of the 1% is often driven by the famous few billionaires constituting the Forbes Rich List, it is important to recognize that the 1% is a rather heterogeneous collection of 1.6 million households in the United States (Saez & Zuchman, 2014). While our focus on the relatively wealthy draws attention to the entrepreneurial class of business owner managers in the 1%, there is also a portion of the 1% that is not active in business ownership. Our post-hoc analysis points to critical differences between 1% business owning households and 1% non-business owning households, demonstrating that business owning 1%ers are less likely to diversifiy their wealth than non-business owning. Whereas we also find that business owning 1%ers are more likely to have higher earnings from capital compared to non-business owning 1%ers, further investigation reveals that much of this is due to business capital. In sum, these findings point to another important consideration in the capitalist class literature. As the entrepreneurial class we identify in the 1% work in their firms, have little inherited wealth, and generate substantial business (not financial) income, it suggests rentier logic should be refined by considering the source of capital earnings. Our findings suggest that there are important differences between business capital and more liquid financial capital.
Limitations

Our research is not without limitations. First, the data are cross-sectional. SCF is conducted every 3 years, but with different populations of households. Thus, although we are able to estimate population tendencies, we cannot conduct panel analysis. Although this limits our interpretation of results, we did take efforts to mitigate endogeneity by utilizing the Heckman selection correction (Heckman, 1979; Gómez-Mejía et al., 2007). More importantly, our theory and hypotheses do not presume causation. We examine associations between membership in the 1% and strategic behaviors, which has value given the scope of theoretical attributions ascribed to all owner-managed firms or all wealthy households. We do not claim that membership in the 1% causes these strategic behaviors; indeed some strategic behaviors may be partly responsible for being in the 1%. Second, we have focused on the financial and economic implications of the rentier perspective, but this approach is not without its critics. Specifically, there is criticism about the role of self-made versus inherited wealth among among the super-rich, those in the very highest wealth echelons. Research based on the origins of wealth accumulated by US individuals on the Forbes 400 list of the wealthiest business owning households suggest that the majority are first-generation ‘self-made’ billionaires (Kaplan & Rauh, 2013a). Longitudinal data indicate that the number of members on the Forbes 400 who have inherited their wealth has declined over the past three decades (Kaplan & Rauh, 2013b). Kaplan & Rauh (2013b) do concede, however, that the majority of self-made billionaires are descendants of families with substantial wealth. Nevertheless, these authors argue there is significant mobility among the very wealthiest entrepreneurs and that their wealth reflects market returns arising from the scalability of modern technology and investments in human capital. They conclude that “Having extensive wealth and inheriting family businesses have become much less important. Having access to education has become more important” (Kaplan & Ruah, 2013b:161). This points to both limits of the rentier perspective in the 1%, which is in line with our results, but also suggests a variety of non-financial mechanisms such as education and socialization that may drive 1% strategic behavior and represent important arenas of exploration for future research. 
CONCLUSION

So, who cares about socio-emotional wealth? Our results suggest that rather than being sentimentally attached to a firm and the socioemotional wealth it may provide wealthy business families in the US constitutes a group of entrepreneurs who strive to maximize economic returns, may be somewhat more cosmopolitan in decision making, and are willing to take significant financial risks in the process. In this regard our results point to important limitations to both the SEW and rentier perspectives on the 1% wealthiest households. Rather than being a class of rentiers who have inherited and live on the proceeds of their ancestors’ capital, we find business owners who derive most of their income from their businesses and who are self-made, rather than inheritors of wealth. In short, in the 1% we unearth an economically vibrant class of entrepreneurial business owning households. Thus family business scholars might be well advised to re-examine the SEW perspective to account for differences in socioemotional motivations over the wealth hierarchy. At the same time, those sounding warnings about the resurgence of a rentier class should take seriously the entrepreneurial and upwardly mobile nature of their potential subjects. 

FOOTNOTES

1. For simplicity, throughout the paper, we use the term “business owning households”, but this term more precisely refers to households in which one or more household members both own and actively participate in the management of a private business enterprise.
2. SCF explains that the term “head” is euphemistic and merely reflects the systematic way in which the data have been organized. “The head is taken to be the single core individual in a PEU (Primary Economic Unit, i.e  household) without a core couple; in a PEU with a central couple, the head is taken to be either the male in a mixed-sex couple or the older individual in the case of a same-sex couple.”  
3. Due to space limitations, we have omitted Tables for these analyses, but they are available on request from the authors. 

REFERENCES
Aldrich, H., & Weiss, J. 1981. Differentiation within the United States capitalist class: Workforce size and income differences. American Sociological Review, 46: 279-290.
Anderson, R. , Duru, A., & Reeb, D. 2009. Founders, heirs, and corporate opacity in the United States. Journal of Financial Economics, 92: 205-222.

Beaverstock, J. V., Hall, S., & Wainwright, T. 2013. Servicing the super-rich: new financial elites and the rise of the private wealth management retail ecology. Regional Studies, 47: 834-849.
Berghoff, H. 2006. The end of family business? The Mittelstand and German capitalism in transition, 1949–2000. Business History Review, 80: 263-295.
Berrone, P., Cruz, C., Gómez-Mejía, L. R., & Kintana, M. 2010. Ownership structure and corporate response to institutional pressures: do family-controlled firms pollute less? Administrative Science Quarterly, 55: 82-113.
Björklund, A., Roine, J., & Waldenström, D. 2012. Intergenerational top income mobility in Sweden: Capitalist dynasties in the land of equal opportunity? Journal of Public Economics, 96: 474-484.
Bricker, J., Dettling, L. J., Henriques, A., Hsu, J. W., Moore, K. B., Sabelhaus, J., Thompson, J., & Windle, R. A. 2014. Changes in the U.S. family finances from 2010 to 2013: Evidence from the Survey of Consumer Finances. Federal Reserve Bulletin, 100: 1-41.
Carney, M., & Nason, R. 2016. Family business and the 1%. Business and Society.

Cennamo, C., Berrone, P., Cruz, C., & Gomez‐Mejia, L. R. 2012. Socioemotional wealth and proactive stakeholder engagement: Why family‐controlled firms care more about their stakeholders. Entrepreneurship Theory and Practice, 36: 1153-1173. 
Centeno, M. A., & Cohen, J. N. 2012. The arc of neoliberalism. Annual Review of Sociology, 38: 317-340.
Chang, C. C., DeVaney, S. A., & Chiremba, S. T. 2004. Determinants of subjective and objective risk tolerance. Journal of Personal Finance, 3: 53-67.
Chua, J. H., Chrisman, J. J., Steier, L. P., & Rau, S. B. 2012. Sources of heterogeneity in family firms: An introduction. Entrepreneurship Theory and Practice, 36: 1103-1113.

Cruz, C., Justo, R., & De Castro, J. O. 2012. Does family employment enhance MSEs performance?: Integrating socioemotional wealth and family embeddedness perspectives. Journal of Business Venturing, 27: 62-76.

DeTienne, D. R. & Chirico, F. 2013. Exit strategies in family firms: How socioemotional wealth drives the threshold of performance. Entrepreneurship Theory and Practice, 37: 1297-1318.

Epstein, G. A., & Jayadev, A. 2005. The rise of rentier incomes in OECD countries: financialization, central bank policy and labor solidarity. Financialization and the World Economy, 39: 46-74.

Franks, J., Mayer, C., Volpin, P., & Wagner, H. F. 2011. The life cycle of family ownership: International evidence. Review of Financial Studies, 25: 1675-1712.
Gale, W. G., & Scholz, J. K. 1994. Intergenerational transfers and the accumulation of wealth. The Journal of Economic Perspectives, 8: 145-160. 
Gómez-Mejía, L. R., Cruz, C., Berrone, P., & De Castro, J. 2011. The bind that ties: Socioemotional wealth preservation in family firms. The Academy of Management Annals, 5: 653-707.

Gómez-Mejía, L. R., Haynes, K. T., Núñez-Nickel, M., Jacobson, K. J., & Moyano-Fuentes, J. 2007. Socioemotional wealth and business risks in family-controlled firms: Evidence from Spanish olive oil mills. Administrative Science Quarterly, 52(1), 106-137.

Gomez‐Mejia, L. R., Makri, M., & Kintana, M. L. 2010. Diversification decisions in family‐controlled firms. Journal of Management Studies, 47: 223-252.
Gomez-Mejia, L. R., Nunez-Nickel, M., & Gutierrez, I. (2001). The role of family ties in agency contracts. Academy of management Journal, 44(1), 81-95.
Hansen, M. N. 2014. Self-made wealth or family wealth? Changes in intergenerational wealth mobility. Social Forces, 93: 457-481.

Harrington, E. B. 2016a. Capital without borders: Wealth managers and the one percent. Cambridge: Harvard University Press.

Harrington, E. B. 2016b. Trusts and financialization. Socio-Economic Review: 1-34.

Harrington, E. B. 2012. Trust and estate planning: The emergence of a profession and its contribution to socioeconomic inequality. Sociological Forum, 27: 825-846. 

Jianakoplos, A., & Bemasek, A. 1998. Are women more risk averse. Economic Inquiry, 36: 4620-4663.

Johnson, B., & Moore, K. 2005. Consider the source: Differences in estimates of income and wealth from survey and tax data, working paper: Board of Governors of the Federal Reserve System, Occasional Staff Studies.

Kaplan, S. N., & Rauh, J. D. 2013a. It's the market: The broad-based rise in the return to top talent. The Journal of Economic Perspectives, 27: 35-55.

Kaplan, S. N., & Rauh, J. D. 2013b. Family, education, and sources of wealth among the richest Americans, 1982–2012. The American Economic Review, 103: 158-162.
Keister, L. A. 2005. Getting rich: America's new rich and how they got that way. New York: Cambridge University Press.

Keister, L. A. 2014. The one percent. Annual Review of Sociology, 40: 347-367.
Keister, L. A., & Lee, H. Y. 2014. The one percent top incomes and wealth in sociological research. Social Currents, 1: 13-24.
Kennickell, A. B. (2008). The role of over-sampling of the wealthy in the Survey of Consumer Finances. Irving Fisher Committee Bulletin, 28, 403-408. 

Kennickell, A. B. (2011). Look again: Editing and imputation of SCF panel data Federal Reserve Board Working Paper. Retrieved from https://www.federalreserve.gov/econresdata/scf/scf_workingpapers.htm 

Keynes, J. M. (1936). The general theory of interest, employment and money. New Delhi: Atlantic
La Porta, R., Lopez-De-Silanes, F., & Shleifer, A. 1999. Corporate ownership around the world. The Journal of Finance, 54: 471-517.

Lester, R. H., & Cannella Jr., A. A. 2006. Interorganizational familiness: How family firms use interlocking directorates to build community-level social capital. Entrepreneurship Theory and Practice, 30: 755-775.
Lubatkin, M. H., Schulze, W. S., Ling, Y., & Dino, R. N. 2005. The effects of parental altruism on the governance of family-managed firms. Journal of Organizational Behavior, 26: 313-330.
Marcus, G. E. 1980. Law in the development of dynastic families among American business elites: the domestication of capital and the capitalization of family. Law and Society Review, 14: 859-903.

Marcus, G. E., & Hall, P. D. 1992. Lives in trust: The fortunes of dynastic families in late twentieth-century American. Boulder, CO: Westview.
Marx, K. (1984/1992). Capital: Volume 1: A Critique of Political Economy Volume III. In F. Engels: (Ed.), Marx, The Collected Works volume 37. New York: Penguin.
Mazumder, B. 2005. Fortunate sons: New estimates of intergenerational mobility in the United States using social security earnings data. Review of Economics and Statistics, 87: 235-255.

Miller, D., & Breton‐Miller, L. 2014. Deconstructing socioemotional wealth. Entrepreneurship Theory and Practice, 38: 713-720.

Palmer, D., & Barber, B. M. 2001. Challengers, elites, and owning families: A social class theory of corporate acquisitions in the 1980s. Administrative Science Quarterly, 46: 87-120.

Pérez-González, F. 2006. Inherited control and firm performance. American Economic Review, 96: 1559-1588.

Piketty, T. 2011. On the long run evolution of inheritance: France 1820-2050. The Quarterly Journal of Economics, 126: 1071-1131.

Piketty, T. 2014. Capital in the 21st Century. Harvard University Press: Cambridge.
Piketty, T., & Zucman, G. 2014. Capital is back: Wealth-income ratios in rich countries 1700–2010. The Quarterly Journal of Economics, 129: 1255-1310.
Puri, M., & Robinson, D. T. 2007. Optimism and economic choice. Journal of Financial Economics, 86: 71-99.
Rodriguez, P., Tuggle, C. S., & Hackett, S. M. 2009. An exploratory study of how potential "family and household capital" impacts new venture start-up rates. Family Business Review, 22: 259-272.

Saez, E. 2015. Striking it richer: The evolution of top incomes in the United States (Updated with 2012 preliminary estimates). Economics Department, UC Berkeley. 

Saez, E., & Zucman, G. 2014. Wealth inequality in the United States since 1913: Evidence from capitalized income tax data, Vol. working paper no: 20265: National Bureau of Economic Research.

Schooley, D. K., & Worden, D. D. (1996). Risk aversion measures: Comparing attitudes and asset allocation. Financial Services Review, 5: 87-99.

Schulze, W. S., & Kellermanns, F. W. 2015. Reifying socioemotional Wealth. Entrepreneurship Theory and Practice, 39: 447-459.

Schulze, W. S., Lubatkin, M. H., Dino, R. N., & Buchholtz, A. K. 2001. Agency relationships in family firms: Theory and evidence. Organization Science, 12: 99-116.
Sciascia, S., Nordqvist, M., Mazzola, P., & De Massis, A.. 2003. Family ownership and R&D Iitensity in small‐and medium‐sized firms. Journal of Product Innovation Management, 32: 349-360.

Steier, L. 2009. Where do new firms come from? Households, family capital, ethnicity, and the welfare mix. Family Business Review, 22: 273-278.

Steier, L. P., Chrisman, J. J., & Chua, J. H. 2015. Governance challenges in family businesses and business families. Entrepreneurship Theory and Practice, 39: 1265-1280.

Strike, V., & Rerup, C. 2016. Mediated sensemaking. Academy of Management Journal, 59: 880-905.
Survey of Consumer Finances. 2013. Survey of Consumer Finance 2013 Codebook. Retrieved from https://www.federalreserve.gov/econresdata/scf/files/codebk2013.txt
Verbeke, A., & Kano, L. 2012. The transaction cost economics theory of the family firm: Family‐based human asset specificity and the bifurcation bias. Entrepreneurship Theory and Practice, 36: 1183-1205. 

Vidal, M., Adler, P., & Delbridge, R. 2015. When organization studies turns to societal problems: The contribution of Marxist Grand Theory. Organization Studies, 36: 405-422.
Villalonga, B., & Amit, R. 2006. How do family ownership, control and management affect firm value? Journal of Financial Economics, 80: 385-417.

Wessel, S., Decker, C., Lange, K. S., & Hack, A. 2014. One size does not fit all: Entrepreneurial families’ reliance on family offices. European Management Journal, 32: 37-45.

Wiseman, R. M., & Gómez-Mejia, L. R. 1998. A behavioural agency model of managerial risk taking. Academy of Management Review, 23: 133-153.
Wolff, E. N. 2012. The asset price meltdown and the wealth of the middle class, Vol. working paper no: 18559: National Bureau of Economic Research.
Wolff, E. N., & Zacharias, A. 2013. Class structure and economic inequality. Cambridge Journal of Economics, 37: 1381-1406.
Xiao, J. J., Alhabeeb, M. J., Hong, G. S., & Haynes, G. W. 2001. Attitude toward risk and risk-taking behavior of business‐owning families. Journal of Consumer Affairs, 35: 307-325.
Zeitlin, M. 1974. Corporate ownership and control: The large corporation and the capitalist class. American Journal of Sociology, 79: 1073-1119.
Zellweger, T., & Kammerlander, N. 2015. Family, wealth, and governance: An agency account. Entrepreneurship Theory and Practice, 39: 1281-1303.
TABLES AND FIGURES
Figure I

Business Ownership and Management by Wealth Centile and Top 1%
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TABLE I

Description of Variables
	Construct
	Central SCF Codes*
	Description

	1% Business Household

	Actively Managed Business
	X3104
	Dummy that takes a value of 1 if the household owns and actively manages a privately owned business. Used as a selection criterion. 

	1% Business owning households
	totalassets
	Dummy which takes the value of 1 if the household is in the top 1% of United States population by total assets (>8.5M) and a 0 otherwise. Used as an independent variable. 

	Wealth Composition

	Firm wealth concentration
	X3129/totalassets

X3229/totalassets
	The networth of the household’s share of the business divided by the households total assets. 


	Household diversification
	houses

otherestate

actbus

nonactbus

vehic

othnfin

liq

cds

bond

stocks

nmmf

retirement

otherfinassets
	The sum of the squares of the percentage of assets across the 13 summary asset classes that SCF defines for a household. Non financial asset classes are primary household, other real estate, actively managed business, non actively managed business, vehicles, and other non-financial assets. Financial assets classes are liquid assets, CDs, bonds, stocks, pooled financial investments, retirement accounts and other financial assets. This item is reverse coded to indicate greater diversification.

	Income Composition

	Capital Income Ratio 
	income

noncapinc = (X5716+ X5718+ X5722 + X5720 + X5724)

capinc = (income - wageinc – noncapinc)


	The ratio of a household’s capital income to total income. Capital income is calculated as total income minus wage income and non-capital income. Non capital income includes unemployment, childsupport/alimony, retirement, welfare, and other.

	Capital to Wage 
	capinc

wageinc
	A dummy variable that takes a value of 1 if the household earns more in terms of capital income than it makes in terms of wage income. 

	Risk Taking**

	External financing 
	X3141 X3142 X3143 X3144 X3145 X3146 X3147 X3148 X3149 (#1)

X3241 X3242 X3243 X3244 X3245 X3246 X3247 X3248 X3249 (#2)

X3151 X3152 X3153 X3154 X3155 X3156 X3157 X3158 X3159 (#1)

X3251 X3252 X3253 X3254 X3255 X3256 X3257 X3258 X3259 (#2)
	Dummy variable that takes the value of 1 if the firm uses “other equity investors” in either the start up/acquisition or expansion of the household’s business. Other sources of financing including personal savings, personal loan, business loan, inherited or no money needed are coded as 0.

	Credit apply
	X3175
	Dummy variable that takes a value of 1 if the business has applied any type of credit or loan in the last five years. We code credit apply as 1 if the answer is yes and 0 if no.

	Subjective HH risk taking
	X3014
	SCF asks, “Which of the statements on this page comes closest to the amount of financial risk that you (and your {husband/wife/partner}) are willing to take when you save or make investments?”  The answers range from 1) Take substantial financial risks expecting to earn substantial returns, 2) Take above average financial risks expectingto earn above average returns 3) Take average financial risks expecting to earn average returns and 4) Not willing to take any financial risks.


	Objective HH risktaking
	Risky_assets = stocks + nmmf + bond + futpen - X7636

Wealth = Risky_assets + Riskfree_assets - (mrthel+install+othloc+ccbal+odebt+resdbt)

HHrisk_obj = Risky_assets/Wealth 
	The measure follows Schooley & Worden’s (1996) procedure to capture HHs risky assets as a ratio to total wealth. Risky assets include the market value of all real estate held for investment purposes, the market value of mutual funds, corporate stock, and precious metals, the face value of all corporate and government bonds, amounts accumulated in all other pension accounts, and loans to individuals. Risk-free assets include checking and savings balances, money market accounts, U.S. Savings Bonds, cash value of life insurance, call account balances, certificates of deposit, other cash balances, and IRA/Keogh balances in CDs or money market accounts. Wealth is calculuated as risky plus risk-free assets minus the value of mortgage and consumer debt outstanding. The market values of those assets that could be held for consumption as well as investment purposes (vehicles, recreational craft, and residential and personal property) are excluded, as is the value of outstanding debt incurred to accumulate these assets. Only personal assets and liabilities are included in these measures; those owned or owed by businesses are excluded. It is winsorized at the 99% level. 

	Search

	Local Bank
	X3163 (#1)

X3263 (#2)
	Dummy variable that takes a value of 1 if the business bank is considered in close geographic proximity (<50 miles) to the HH’s business. SCF asks “Roughly, how many miles from the headquarters office of the business is the office of the primary institution that the business uses most frequently?” If respondents cannot give an estimate in miles, they are provided options for “over 50 miles.” For this reason, we choose less than 50 miles to designate a local bank and more than 50 miles as not. In addition, the options “less than a mile”, “located at work” and “local post box” are considered local, while “foreign location”, “toll free phone” and “internet/online services” are not. 

	Investment search
	X7111
	 SCF asks “When making saving and investment decisions, some people search for the very best terms while others don't. What number would (you/your family) be on the scale?” Respondents are provided a scale from one to five, where one is almost no searching, three is moderate searching, and five is a great deal of searching.



	Professional search
	X7112 X7113 X7114 X7115 X7116 X7117 X7118 X7119 X7120 X7121 X6865 X6866 X6867 X6868 X6869
	 SCF asks “What sources of information do you (and your family) use to make decisions about saving and investments?” Respondents are provided a list of 26 potential sources and asked to indicate each that applies. We evaluated each source to define professional sources. We consider lawyer, accountant, banker, broker, and financial planner to be professional sources are. Sources that are not considered professional include friend/relative, advertisement, magazines/newspapers and television/radio. A full list can be seen in the appendix. Based on this classification, we create a dummy variable that takes the value of 1 if the household uses any professional sources of information to make decisions about savings and investments and 0 otherwise.       

	Inheritance

	Inheritance 

	X5801
	Dummy variable that takes a value of 1 if the household has ever received an inheritance, excluding those from a deceased spouse and 0 otherwise.

	Inheritance expected 
	X5819
	Dummy variable that takes a value of 1 if the household expects to receive an inheritance in the future and 0 otherwise. 

	Inheritance importance 

	X5824
	This variable captures the degree to which the household thinks that it is important to leave an inheritance to surviving heirs. The scale is 1-5 and ranges from very important to not important. This measure is reverse coded. 

	Leave inheritance
	X5825
	Dummy variable that takes a value of 1 if the household expects to leave a sizeable estate.

	Controls

	Portfolio 
	X3105
	Dummy variable that takes a value of 1 if the household owns and actively manages more than 1 business.

	Education level 
	X5905
	Measured as the highest level of education reached by any individual in the household.

	Inherited firm 


	X3108 (#1)

X3208 (#2)
	Dummy variable that takes a value of 1 if the focal firm was inherited.

	Lone owner firm 
	X3172 (#1)

X3272 (#2)
	Variable that takes a value of 1 if the household business is 100% owned by a single individual.

	Firm Value


	X3129 (#1)

X3229 (#2)
	The total value of the business in millions of dollars.

	Firm Employees
	X3111 (#1)

X3211 (#2)
	The total number of employees who work in the business.

	Firm performance 
	X3132 (#1) profit

X3232 (#2) profit

X3131 (#1) sales

X3231 (#2) sales
	Firm profit divided by firm sales. This measure is winsorized at the 99% level to account for outliers.

	Firm age 
	X3110 (#1)

X3210 (#2)
	The number of years since anyone in the household first acquired any part of the business.

	industry 
	X3107 (#1)

X3207 (#2)
	SCF provides a limited selection of industries derived from full SIC codes. The available codes from SIC range from 1 to 7. We create dummy variables for each. 

	legal form 
	X3119 (#1)

X3219 (#2)
	We create dummies for each businesses legal form identified by SCF. These include partnership, sole-proprietorship, S-corp, C-corp, and LLP/LLC.

	Household number
	X101
	The total number of members in the household.

	Average household age, 
	X8022 X102 X108 X114 X120 X126 X132 X202 X208 X214 X220 X226
	The average age of the members of the household

	Household head sex 
	X8021
	Dummy that takes the value of 1 if the household head is female. 

	Household head race
	X6809

X6810
	Dummy that takes the value of 1 if the household head identifies as white.


*Variables names that are words are from the SCF summary data and variables starting with X and including numbers are from the micro-data.

**Variables with (#1) and (#2) next to them refer to the first largest and second largest firm the household owns and actively manages respectively. 

TABLE II

Descriptive Statistics and Correlations

	 
	 
	Mean
	S.D.
	Min
	Max
	-1
	-2
	-3
	-4
	-5
	-6
	-7
	-8
	-9

	-1
	Household number
	2.9
	1.41
	1
	8
	1
	
	
	
	
	
	
	
	

	-2
	Average household age
	47.03
	17.39
	14
	91
	-0.73
	1
	
	
	
	
	
	
	

	-3
	Household head sex
	0.06
	0.24
	0
	1
	-0.23
	0.05
	1
	
	
	
	
	
	

	-4
	Household head race
	0.89
	0.32
	0
	1
	-0.08
	0.16
	-0.09
	1
	
	
	
	
	

	-5
	One percent
	0.41
	0.49
	0
	1
	0.01
	0.19
	-0.12
	0.11
	1
	
	
	
	

	-6
	Portfolio
	0.4
	0.49
	0
	1
	0.06
	0.01
	-0.13
	0
	0.3
	1
	
	
	

	-7
	Education level
	2.03
	1.57
	0
	11
	0.02
	0.04
	-0.05
	0.05
	0.16
	0.1
	1
	
	

	-8
	Inherited firm
	0.06
	0.23
	0
	1
	-0.05
	0.05
	0
	0.01
	0.04
	0.02
	0
	1
	

	-9
	Lone owner firm
	0.49
	0.5
	0
	1
	0.21
	-0.1
	-0.24
	0.07
	0.1
	0.04
	0.1
	-0.04
	1

	-10
	Firm value
	12.45
	58.53
	0
	1043.08
	0.03
	0.03
	-0.04
	0.05
	0.24
	0.01
	0.04
	0.05
	0.08

	-11
	Firm employees
	133.9
	560.75
	0
	5000
	0.03
	0.01
	-0.05
	0.06
	0.22
	0
	0.08
	0.02
	0.12

	-12
	Firm performance
	0.34
	0.39
	-1.11
	1
	0.01
	-0.1
	0.08
	-0.06
	-0.16
	-0.05
	0.01
	-0.03
	-0.05

	-13
	Form age
	15.84
	12.27
	0
	50
	-0.25
	0.5
	-0.03
	0.12
	0.2
	0.01
	0.03
	0.09
	0.05

	-14
	Firm wealth concentration
	0.24
	0.25
	0
	0.99
	0.05
	-0.08
	-0.05
	-0.03
	0.15
	-0.12
	-0.08
	0.08
	0.03

	-15
	Household diversification
	0.56
	0.19
	0
	1
	-0.04
	0.09
	-0.04
	0.09
	-0.07
	-0.04
	0.2
	-0.01
	0.06

	-16
	Capital to wage
	0.68
	0.47
	0
	1
	-0.07
	0.22
	-0.03
	0.08
	0.34
	0.18
	0.07
	0.03
	0.03

	-17
	Capital income ratio
	0.61
	0.39
	-2
	4.06
	-0.05
	0.18
	-0.07
	0.08
	0.41
	0.21
	0.08
	-0.01
	0.04

	-18
	External financing
	0.02
	0.12
	0
	1
	0.05
	-0.03
	-0.03
	0.05
	0.08
	0.01
	0.05
	-0.01
	0.03

	-19
	Credit apply
	0.41
	0.7
	0
	4.2
	0.04
	-0.03
	-0.08
	0.03
	0.11
	0.08
	0.01
	0.06
	0.02

	-20
	Subjective HH risk taking
	2.33
	0.8
	1
	4
	0.04
	-0.04
	-0.09
	0.08
	0.21
	0.14
	0.15
	-0.02
	0.04

	-21
	Objective HH risk taking
	0.32
	0.56
	-1.5
	2.12
	-0.01
	0.07
	-0.04
	0.07
	0.34
	0.08
	0.14
	0.03
	0.05

	-22
	Local bank
	0.92
	0.27
	0
	1
	-0.02
	-0.02
	0.05
	-0.07
	-0.23
	-0.09
	-0.06
	0
	-0.01

	-23
	Investment search
	3.58
	1.3
	1
	5
	0.01
	-0.01
	0.03
	-0.01
	0.08
	0.08
	0.15
	-0.05
	0.04

	-24
	Professional search
	0.77
	0.42
	0
	1
	-0.01
	0.08
	0
	0.03
	0.09
	0.09
	0.1
	0.02
	0

	-25
	Inheritance
	0.35
	0.48
	0
	1
	-0.11
	0.18
	-0.01
	0.14
	0.06
	0.05
	0.06
	0.33
	-0.03

	-26
	Inheritance expected
	0.2
	0.4
	0
	1
	0.09
	-0.18
	-0.01
	0.07
	-0.03
	0.05
	0.02
	0.06
	0.01

	-27
	Inheritance importance
	3.57
	1.46
	1
	5
	0.01
	0.04
	-0.02
	-0.01
	0.25
	0.13
	0.06
	0.05
	0.06

	-28
	Leave inheritance
	0.65
	0.48
	0
	1
	-0.02
	0.1
	-0.04
	0.06
	0.41
	0.15
	0.12
	0.06
	0.04


TABLE II (continued)
	
	-10
	-11
	-12
	-13
	-14
	-15
	-16
	-17
	-18
	-19
	-20
	-21
	-22
	-23
	-24
	-25
	-26
	-27
	-28

	-10
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	-11
	0.27
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	-12
	-0.04
	-0.09
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	-13
	0.11
	0.09
	-0.14
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	-14
	0.32
	0.1
	-0.12
	0.09
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	-15
	-0.2
	0.01
	0
	-0.02
	-0.36
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	-16
	0.12
	0.12
	0.01
	0.23
	0.11
	-0.04
	1
	
	
	
	
	
	
	
	
	
	
	
	

	-17
	0.15
	0.14
	-0.03
	0.2
	0.11
	-0.02
	0.82
	1
	
	
	
	
	
	
	
	
	
	
	

	-18
	0.02
	-0.02
	0
	-0.03
	0.02
	0.02
	0.03
	0.04
	1
	
	
	
	
	
	
	
	
	
	

	-19
	0.07
	0.06
	-0.12
	0.04
	0.12
	-0.05
	0.1
	0.13
	-0.02
	1
	
	
	
	
	
	
	
	
	

	-20
	0.06
	0.04
	-0.09
	-0.03
	0.06
	0.01
	0.06
	0.1
	0.04
	0.1
	1
	
	
	
	
	
	
	
	

	-21
	0.13
	0.16
	-0.08
	0.06
	-0.06
	0.21
	0.17
	0.24
	0.02
	0
	0.11
	1
	
	
	
	
	
	
	

	-22
	-0.07
	-0.11
	0.05
	-0.01
	-0.02
	0.03
	-0.09
	-0.1
	-0.04
	-0.04
	-0.12
	-0.13
	1
	
	
	
	
	
	

	-23
	0.02
	0
	-0.03
	-0.04
	-0.03
	0.1
	0.01
	0.04
	0.03
	-0.01
	0.13
	0.09
	-0.07
	1
	
	
	
	
	

	-24
	0.01
	0.03
	-0.06
	0.01
	-0.03
	0.1
	0.05
	0.04
	-0.02
	0.03
	0.02
	0.05
	0
	0.09
	1
	
	
	
	

	-25
	0.01
	-0.02
	-0.04
	0.14
	-0.07
	0.03
	0.09
	0.03
	-0.02
	0.02
	0.03
	0.05
	-0.06
	-0.03
	0.05
	1
	
	
	

	-26
	-0.06
	0
	0.06
	-0.08
	-0.06
	0.06
	-0.04
	-0.04
	0
	-0.02
	0.02
	0.04
	0
	0.04
	0.05
	0.13
	1
	
	

	-27
	0.05
	0.1
	-0.03
	0.06
	0
	0.01
	0.1
	0.12
	0.01
	0.01
	0.01
	0.09
	-0.07
	0.05
	0.05
	0.09
	0.09
	1
	

	-28
	0.12
	0.11
	-0.12
	0.09
	0.01
	0.08
	0.18
	0.21
	0.01
	0.04
	0.11
	0.15
	-0.1
	0.1
	0.12
	0.13
	0.16
	0.45
	1


Table III

First Stage Selection Results

	 
	1

	VARIABLES
	HH Owns an Actively Managed Business

	
	

	Household number
	0.15***

	
	(0.02)

	Average household age
	0.01***

	
	(0.00)

	Housesold head sex
	-0.84***

	
	(0.06)

	Household head race
	0.50***

	
	(0.10)

	
	

	
	

	Industry FE
	NO

	Legal Form FE
	NO

	
	

	Constant
	-1.84***

	
	(0.101)

	
	

	Observations
	6,283

	Log Likelihood
	-3244.82


TABLE IV
Regression Results for H1-H3
	
	H1: Wealth
	H2: Income
	H3: Risk Taking

	 
	2
	3
	4
	5
	6
	7
	8
	9

	VARIABLES
	Firm wealth concentration
	Household diversification
	Capital Income ratio
	Capital to wage
	External financing
	Credit

apply
	Subjective HH risk taking
	Objective HH risk taking

	One percent
	0.04**
	-0.03**
	0.27***
	1.24***
	1.27**
	0.26*
	0.26***
	0.33***

	
	(0.02)
	(0.01)
	(0.03)
	(0.20)
	(0.55)
	(0.14)
	(0.05)
	(0.04)

	Portfolio
	-0.08***
	-0.01
	0.07***
	0.35**
	-0.40
	0.46***
	0.09*
	-0.03

	
	(0.01)
	(0.01)
	(0.02)
	(0.16)
	(0.45)
	(0.12)
	(0.05)
	(0.04)

	Education level
	-0.02***
	0.02***
	0.00
	0.02
	0.22
	0.02
	0.05***
	0.03**

	
	(0.01)
	(0.00)
	(0.01)
	(0.04)
	(0.15)
	(0.04)
	(0.01)
	(0.01)

	Inherited firm
	0.06**
	0.01
	-0.07*
	0.12
	-0.38
	0.65***
	-0.12
	0.06

	
	(0.03)
	(0.02)
	(0.04)
	(0.31)
	(0.96)
	(0.25)
	(0.08)
	(0.07)

	Lone owner firm
	0.01
	0.01
	-0.01
	-0.07
	0.21
	0.00
	-0.05
	-0.01

	
	(0.01)
	(0.01)
	(0.02)
	(0.14)
	(0.44)
	(0.12)
	(0.04)
	(0.03)

	Firm value
	0.00***
	-0.00***
	0.00*
	0.01
	0.00
	0.00
	-0.00
	0.00*

	
	(0.00)
	(0.00)
	(0.00)
	(0.01)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Firm employees
	-0.00
	0.00**
	0.00***
	0.00
	-0.00*
	0.00
	-0.00
	0.00**

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.01)
	(0.00)
	(0.00)
	(0.00)

	Firm performance
	-0.04**
	-0.02
	0.04
	0.49***
	0.18
	-0.81***
	-0.11*
	-0.03

	
	(0.02)
	(0.01)
	(0.04)
	(0.16)
	(0.52)
	(0.15)
	(0.06)
	(0.04)

	Firm age
	0.00
	0.00
	0.01***
	0.05***
	-0.04**
	0.01
	-0.01***
	0.00

	
	(0.00)
	(0.00)
	(0.00)
	(0.01)
	(0.02)
	(0.01)
	(0.00)
	(0.00)

	Inverse Mills ratio
	0.06**
	-0.07***
	-0.01
	-0.11
	-3.19***
	-0.49**
	-0.08
	-0.03

	
	(0.02)
	(0.02)
	(0.04)
	(0.24)
	(1.12)
	(0.25)
	(0.09)
	(0.05)

	
	
	
	
	
	
	
	
	

	Industry FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Legal Form FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	
	
	
	
	
	
	
	
	

	Constant
	0.19***
	0.60***
	0.43***
	-0.56
	-2.75
	-0.04
	2.47***
	0.03

	
	(0.04)
	(0.04)
	(0.08)
	(0.45)
	(1.95)
	(0.43)
	(0.16)
	(0.10)

	Observations
	1,602
	1,333
	1,310
	1,320
	1,557
	1,530
	1,333
	1,331

	R-squared
	0.20
	0.14
	0.22
	
	
	
	0.12
	0.16

	Log Likelihood
	
	
	
	-714.9
	-110.9
	-897.0
	
	

	*** p<0.01, ** p<0.05, * p<0.1; Robust standard errors in parentheses
	
	
	
	


TABLE V
Regression Results for H4-H5
	
	H4: Search
	H5: Inheritance

	 
	10
	11
	12
	13
	14
	15
	16

	VARIABLES
	Local

Bank
	Investment Search
	Professional

Search
	Inheritance
	Inheritance expected
	Inheritance importance
	Leave

inheritance

	One percent
	-1.33***
	0.10
	0.20
	0.17
	-0.01
	0.70***
	1.89***

	
	(0.27)
	(0.09)
	(0.17)
	(0.16)
	(0.18)
	(0.10)
	(0.18)

	Portfolio
	-0.11
	0.10
	0.19
	0.08
	0.35**
	0.1**
	0.13

	
	(0.22)
	(0.08)
	(0.16)
	(0.15)
	(0.17)
	(0.09)
	(0.16)

	Education level
	-0.08
	0.10***
	0.09
	0.07*
	0.06
	0.02
	0.09**

	
	(0.09)
	(0.03)
	(0.06)
	(0.04)
	(0.04)
	(0.03)
	(0.04)

	Inherited firm
	0.39
	-0.42***
	0.19
	
	0.83***
	0.21
	0.62**

	
	(0.47)
	(0.16)
	(0.30)
	
	(0.28)
	(0.15)
	(0.31)

	Lone owner firm
	0.05
	0.04
	-0.13
	-0.07
	0.00
	0.13
	-0.17

	
	(0.22)
	(0.07)
	(0.14)
	(0.13)
	(0.15)
	(0.08)
	(0.13)

	Firm value
	-0.00
	0.00
	-0.00
	-0.00
	-0.01**
	-0.00
	0.00

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.01)
	(0.00)
	(0.00)

	Firm employees
	-0.00
	-0.00
	-0.00
	-0.00
	0.00*
	0.00**
	0.00

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Firm performance
	0.11
	-0.14
	-0.23
	-0.13
	0.24
	0.03
	-0.37**

	
	(0.28)
	(0.09)
	(0.18)
	(0.17)
	(0.18)
	(0.11)
	(0.16)

	Firm age
	0.01
	-0.00
	0.00
	0.02***
	-0.02***
	0.00
	-0.00

	
	(0.01)
	(0.00)
	(0.01)
	(0.01)
	(0.01)
	(0.00)
	(0.01)

	Inverse Mills ratio
	1.02*
	0.27*
	-0.12
	-0.94***
	-0.08
	0.34**
	0.06

	
	(0.60)
	(0.14)
	(0.25)
	(0.30)
	(0.27)
	(0.17)
	(0.24)

	
	
	
	
	
	
	
	

	Industry FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Legal Form FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	
	
	
	
	
	
	
	

	Constant
	0.97
	3.29***
	1.06**
	-0.08
	-1.21**
	2.93***
	0.19

	
	(0.87)
	(0.26)
	(0.46)
	(0.49)
	(0.51)
	(0.29)
	(0.45)

	Observations
	1,405
	1,333
	1,322
	1,235
	1,316
	1,333
	1,318

	R-squared
	
	0.07
	.
	
	
	0.09
	

	Log Likelihood
	-328.1
	
	-697.8
	-731.4
	-628.6
	
	-738.5

	*** p<0.01, ** p<0.05, * p<0.1; Robust standard errors in parentheses   



