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We present and estmate a model in which the choice besween en-
trepreneirship and wag= work may be influenced by financial market
imperfections. The model allows for Imited liability, moral hazard,
and a combination of both constains. The paper nses soucwaral
techniques o estimare the model and identify the source of fiinancial
market imperfections wsing data from rurgl and seminrban house-
holds in Thailand. Stuctural, nonparametic, and reduced-form es-
timates provide independent evidence that the dominant source of
credit market imperfectons s moral hazard. We 1eject the hypothesis
that limiwed liability alone can explain the dara.
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