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Foreword

New Business in America: Tbe Firms & Their Owners
has three facets which combined make the study unique
and important to the literature on entrepreneurship and
new business formation. The first is that the sample used
to produce the study's data focuses more carefully on
young firms than does any national sample of businesses
of which we are aware. No entrepreneur had been in busi-
ness for more than 17 months at the time the srady began.
The average respondent owned the business just 11
months. A younvalnple such as this one is important for
conducting research on new businesses. The younger the
sample, the more accurate the estimated survival rates,
the less the qwner must rely on recall to report the firm's
early activity and the greater the number of changes that
can be recorded contemporaneously. Most new business
data (or samples to collect new business data) are drawn
directly or indirectly from the files of Dun & Bradstreet.
One research problem the D&B files create is that many
firms, particu'arly in certain industry groups, either never
enter the files ar do not enter the files until well after they
are established. Half of the owners in New Business in
America owned firms that were sot yet recorded in the
Dun's files.

A second important facet is that t' le study is longitu-
dinal, i.e., the same businesses and their owners were
followed over time. This procedure is preferable to a
cross-sectional analysis, i.e., a snapshot containing
owners of firms of different ages, because it allows re-
searchers to trace sequences of events within individual
firms. The longiz-dinal procedure means that researchers
are not forced to compare separate owners/businesses of
different ages to make generalizations about changes
over time.

Third, New Business in America brings together the
owner and the business. Since national data is generally
available only on the firm, most large new business
studies focus on the organization exclusively. This project
collected data on both the owner and the firm so that a
more complete view of the process could be developed.
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New Business in Am:rica was initially organized and
developed by Arnold C. Cooper, Louis A. Weil, Jr., Pro-
fessor of Management, Purdue University, and William C.
Dunkelberg, Dean, School of Business and Management,
Temple University, with the assistance of WilliamJ.
Dennis, Jr., Senior Reseatth Fellow, The NFIS Foundation.
One year after the project began, Carolyn Y. Woo, Associ-
ate Professor of Management, Purdue University, joined
the research team. However, many other people at Pur-
due, Temple and NFIB participated in important capaci-
ties. Jeffrey S. Van Hulle organized and maintained the
data set; Debbi Johnson provided most of the runs for
this publication; and, NFIB personnel in the San Mateo,
California, office, particularly Ken Bussell, Cathi Cullop,
and Joan O'Connor, played crucial roles in the data
collection process. In addition, appreciation is extended
to An erican Express Itavel Related Services, Inc. for its
support of this project.

The million plus pieces of data contained in New Business
in America will require a considerable period to be
throughly analyzed. In the interim, the authors are produc-
ing material that is being published in a variety of periodi-
cals and conference proceedings. They anticipate complet-
ing additional analyses as rapidly as prudently possible. A
list of completed papers is available from Professor Cooper.

The NFIB Foundation
August 1990
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Summary of Results

Seventy-seven (77) percent of new businesses formed in
America during the mid-1980s survived at least three years.
Another 19 percent closed. Four percent were sold to new
owners although it was not clear whether the transactions
were "fire sales" or transfers of viable businesses. This sur-
vival estimate, developed from a national sample of 2,994
new businesses, proved somewhat higher than the survival
estimates moduced by David Birch (Job Creation in Amer-
ica, 1987) and the Small Business Administration (State of
Small Business, 1989), both based on Dun & Bradstreet
data sets.'

Survival was not synonymous with growth. Just 37 per-
cent of surviving firms added to initial employment in their
first three years. About one-third of this group, 11 percent of
the entire sample, could be classified as growth firms, i.e.,
they increased employment by at least 50 percent with a
minimum increase of four employees. Forty-seven (47) per-
cent did not change employment levels and 15 percent ex-
perienced a decline of one or more.

New business owners came from all backgrounds and all People Who Form

parts of the country They had heterogeneous goals, prepara- Bushiness
tion and perceptions. When first becoming an owner, they
were, on average, the same age as the aduk population. Both
had a median age a bit under 35. Few people formed their
businesses before age 25 (Question 15, Year 1 survey). But
the next 15 yeas proved the most productive for new ven-
ture creation. Fifty-six (56) percent of all new businesses
were formed by people who were between 25 and40 years

'One important reason for the difference in estinutes is that the average re-
spondent in this study had been in business 11 months at the first interview
(none were older than 17 months) (Question 2, Year 1 survey). The num-
ber of months already in business when first interviewed was related to sur-
vival, though not to growth, all other fzctors equal. Those in business five
months or less when the study began had a 71 percent survival rate.

Nearly 50 percent of the sample was not yet in the Dun's files (Q 32,
Yr 1). Thosc in the Dun's files survived at a higher rate than did those that
were not. Other changes in the firm's status such as the same business with
a new name (not counted as a 4.4continuance in this study, problematic in
its treatment by the Dun's files), presumably also leads to differences in
estimated survival rates across studies.

1
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old with the 30 to 34 age group the single most productive
five year interval (21 percent). Owner age was related to
business survival, all factors equal. Those forming busi-
nesses later in life were more likely to see their businesses
survive three years than were those who started earlier,
though their businesses were not necessarily more likely
to grow.

New 'ousiness owners whose firms survived tended to bc
"stable" people. They were more frequently married Than
peers of the same age and sex. For example, about 82 per-
cent of new business owner males between 30 and 34 were
married compared to 70 percent of males in the same age
group among the general public (Q 7, Yr 1). Often a spouse
provided a second income, indirectly helping the owner fi-
nance the new firm. One in three new business owners had
a spouse with a full-time job and anothcr 11 percent had a
spouse working part-time. Female business owners were
more likely than males to have a working spouse (64 per-
cent for women vs. 40 percent for men). The labor force
participation rate of new business owner spouses fell sev-
eral percentage points below that of the comparable age
groups in the general population. However, almost 50 per-
cent of new formations received unpaid family labor (Q 4,
Yr 1), suggesting that many "idle" spouses were diligently
working in the business.

Nearly half of the new business owners held only 1-3 full-
time jobs (with different organizations) prior to forming
their own firms and another 27 percent held 4-5 (Q 25,
Yr 1). "..ft contrast, the number of .prior jobs held by those in
the general population ages 30 to 34 averaged 6.7 (Hall,
AER, Sept. 1982). The fewer prior Jobs the owner held be-
fore enn all other factors equal, the greater the likelihood
of survival.

C:ade school dropouts occasionally succeed in their own
businesses. However, new business owners were better edu-
cated than were those of similar age in the general popula-
tion. They were much less likely to leave school prior to
high school graduation and much more likely to have at-
tended college. Fifty-eight (58) percent of the sample re-
ported some exposure to college (Q 23, Yr 1) compared to
49 percent of 30-34 year olds in the general population, the
most formally educated group in the nation's history. In ad-
dition, three of five took coursework in business subjects
such as accounting, management, marketing or finance
(Q 23a, Yr 1). Ten (10) percent reported 13 or more such
COWS CS.

Formal academic education was not the only type of train-
ing new business owners brought to their ventares. Fifty-
seven (57) percent experienced some vocatio ial or profes-
sional training (Q 24, Yr 1). More specifically, 25 percent re-
ported training or courses leading to a certificate or license
(Q 24a 1, Yr 1); seven percent received occupational training

9



on acthre military duty (Q 24a3, Yr 1); nine percent re-
ported taking some type of high school vocational program
(Q 16a2, Yr 1); 24 percent received off-site employer-spon-
sored training in skills/products unique to the busWess
(Q 24a5, Yr 1); and 19 percent received off-site employer
sponsored training in general business skills (Q 24a4, Yr 1).
Education did not end once an individual formed the firm.
Despite extraordinary demands on time, 61 percent contin-
ued their education or training while operating their busi-
nesses (Q 16, Yr 3). The most common types were trade or
professional association meetings or conventions with
speakers and professional exchanges (43 percent) (Q 16a4,
Yr 3) and courses or seminars to learn new skills, products
or techniques used in the owner's line of business (41 per-
cent) (Q 16a 3, Yr 3). A theme recurring in the study was
that the small business owners' demand for knowledge fo-
cused on industry-specific information/skills rather than
general business information/skills. Moreover, neither edu-
cation nor training was related to survival or growth, all fac-
tors equal.

Most new business owners brought some supervisory tx-
perience to the job. Just 19 percent reported "none" (Q 19,
Yr 1). At the other extreme, 11 percent supervised managers
at some point prior to business entry and 26 percent previ-
ously owned another business. Fourteen (14) percent indi-
cated that they left their own business to enter the current
firm (Q 18, Yr 1). However, supervisory experience was not
related to survival. The reason appeared to be that most new
business owners were more deeply involved in "doing" than
in "supervising." As late as the second year of operation,
nearly one in two reported spending more than 25 percent
of their time selling or in direct customer contact (Q 21,
Yr 2; also see, Q 18, Yr 3). A non-mutually exclusive one in
four reported spending more than 25 percent of their time
directly producing a product or service. In contrast, less
than one in ten spent that much time managing people and
virtually none spent that much time planning firm growth
or arranging financing, functions typically associated with
managing a business.

Doing rather than supervising also fit the owners' predis-
position. Thirty-eight (38) percent felt more comfortable
selling or handling technical issues than managing (Q 31c,
Yr 1); 28 percent felt the opposite and the remainder ex-
pressed no preference. However, the preference for "doing"
did not prevent many owners from establishing formal busi-
ness controls. Forty-one (41) percent indicated that the op-
erating controls in their business were in writing (Q 31 b,
Yr 1) compared to 20 percent who indicated they were not.
But it was the latter group where controls were not in
writing that was more likely to survive, all factors equal.

Two popular media topics are executives who decide to
leave the corporation and form their own businesses and

3
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unemployed people who, out of desperation, create a busi-
ness (job). Neither was typical. Only 16 percent reported
that their job prior to forming the business was in a large
firm (1,000 employees or more) (Q 18, Yr 1), let alone em-
ployed there as an executive. The most common prior em-
ployer was another small business (100 employees or less).
Just six percent reported that they had previously not been
working (including new college graduates), though 24 per-
cent indicated that they left their previous jobbecause the
job was discontinued, they were fired or they quit with no
plans (Q 20, Yr 1).

New business owners are usually local people. Almoct 80
percent reported that they did not move their residence to
form the business (Q 16, Yr 1). Just 10 percent moved 150
miles or more. Slightly less than half had a parent or guard-
ian who at one time owned his or her own business (Q 22,
Yr 1). This experience appeased beneficial as those with a
business owner parent were wore likely to survive, all other
factors equal.

'ftventy-two (22) percent of the sample were women
(Q 33, Yr 1), about the expected proportion given the ex-
clusion of part-time ventures. Six percent were government
designated minorities (Q 34, Yr 1), also about the expected
proportion. Minority firms were less likely to survive and
womcn-owncd firms were less likely to grm, all factors
equal.

New business owaers are optimists. One of three reported
that their chances of success were 10 out of 10 (Q 39, Yr 1);
they couldn't miss! Another 37 petnent placed their chances
at 8 or 9 out of 1C. In contrast, just 27 percent felt that the
odds of success for someone else entering a business like
theirs were 8 out of 10 or better (Q 38, Yr 1). Their optim-
ism appeared well founded. The more optimistic the new
business owner, the greater his chances of survival and
growth (marginally), all other factors equal.

Many business experts emphasize the need for planning
a new business venture; others focus on the need for entre-
preneurial alertness. The new business population is a prod-
uct of both. Deliberate planning and decision-making is the
most typical process of business entry Forty-three (43) per-
cent reported that they seriously considered the step for a
loqf tulle and that things finally Came together (Q 13, Yr 1).
However, quick action to capture an opportunity was char-
acteristic of a large number of new entries.1Wenty-eight
(2.8) patent reported relatively brief planning and deci-
sion-making thne frames. This group described their entry
process as "a good opportunity came along and I jumptd."
Thirteen (13) percent reported a short planning rad deliber-
ate decision-making process while 14 percent reported 2 de-
liberate planning and a brief decision-making proct ss. No
one entry process seemed to produce a superior survival
rate.

1 1



Although the majority went through a relatively lengthy
planning period prior so business entry, 87 percent reported
that the time between their first business expenditure of
1500 or more and their first cash receipt (sale) was three
months et less (Q 2a, Yr 1). Just three percent reported the
time to be sewn months or more.

About 7 of 10 new businesses (69 percent) hew with-
out partners or full-time investors (Q 17, Yr 1). 1Wo in 10
had one partner or full-time investor and the remainder bad
more than one. lim (10) percent reported less than SO per-
cent ownership (Q 37, Yr 1) of their firms.

Partners changed frequendy during the formadve years of
the venture, with more losing partners than gaining them
(Q 5, Yr 2 and Q 5, 1tt 3). However, new businesses that inl-
daily had partners were more likely so survive and grow, all
factors equal. Study data provided no reason for the greater
durability of these firms, though greater initial resources
(separately related to survival) and complementary =per-
dse of the owner/partners probably played a role.

No matter what die ownership structure, most inew yen-
nuts were started from scratch. Individuals started two-
thirds (64 percent) of the businesses formed (Q 11, Yr 1).
The ether major route to business ownership, purchase of
an existing firm, constftuwd about 30 percent of fonnadons.
The remainder involved inheritances (or purchase from a
family member) and various methods of bringing an indi-
vidual into the ownership structure of an existing firm.
'Pake-over of existing firms was marginally related to sur-
vival, while start-ups were marginally related to growth, 211
factors equal.

Most new but4nesses were in the retail (46 percent) or
nonprofessional service (19 percent) sectors (Q I, Y. 1).
They were also the least likely to survive and grow, all fac-
tors equal. just 73 percent in retail and 73 percent in the
services survived compared to 85 percent in the proles-
siotrzi services, 83 percent in the financial services and
82 percent in manufacturing.

One-quarter (26 percent) began operations with some
type of franchise though just 12 percent reported that at
least three-quarters of their sales came from franchised
goods or services (Q 10, Yr 1). The latter corresponds to the
number who opetated under a franchise name (11 percent)
(Q 10a, Yr 1). No relationship existed between the posses-
sion of a franchise or operation under a franchise name and
survival. However, a negative relationship existed between
thc percent of franchised sales aud growth.

Most new businesses begin very small. Excluding part-
time operatiotb, uniy about one in ten began with ten em-
ployees or more and over half began wuh two or less (Q 3,
Yr 1). Despite the small size of most new business opera-
tions, their markets appeared geographkally large. Just one-
third reported that 80 percent of their customers were la

, 1 2
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cated witnin a 10 mile radius (Q 27, Yr 1). The fraction rose
to five-sixths when the radius extended to 50 miles.

One typc of very small business home-based business -
proved no more fragile than others. However, this type of
small firm was less likely to grow Just seven percent of the
sample began operations in the home (Q 26, Yr 1), a vastly
smaller proportion than if part-time operations had been
included in the study

A majority of new owners initiaLy workcd more than 60
hours per week in the firm (Q 5, Yr 1), reducing hours grad-
ually by small amounts as the firm matured (Q 1, Yr 2 and
Q 1, Yr 3). Those working less than 60 and more than 69
hours per week were more likely to experience a subse-
quent discontinuance than were those working 60 to 69
hours per week, all factors equal. They were also less likely
to experience growth. Working extreme hours apparently
was 2S unhealthy as working too few Outside employmeat
may be a distraction or result in non-optimal hours worked
in the business; it may also be associated with businesses
that were less promising from the start. The 78 percent
without an outside job were more likely to survive, all fac-
tors equal, than were others (Q6, Yr 1).

New business owners appear to enjoy work. Not only did
they put in long hours, but 83 percent reported that they
would continue to work even if they had enough money to
live as comfortably as they would like for the rest of their
lives (Q 22, Yr 2). New business owners were eight percent-
age points more likely to make that assertion than was the
general population (Public Opinion, Sept/Oct 1987).

The "free" labor provided by the owner and his/her
family often substitutes for capital, helping make it possible
to form a business with relatively little money Nearly 50
percent of all new businesses were initially capitalized at
$20,000 or less; just over 10 percent were capitalized at
$100,000 or more (Q 35, Yr 1). While the median capital
investment increased to the $60,000 range after the first
three years of operation (Q 17, Yr 3), comparatively few
firms began with or soon accumulated significant financial
resources. However, more initial capital was associated with
higher survival though not higher growth rates, all other fac-
tors equal. Over 82 percent of those initially capk.....lized at
more than $50,000 survived while only 74 percent of those
capitalized it less than $20,000 were still operating after
three years.

Most new business owners rely heavily on their own re-
sources to finance their ventures. Three-quarters used their
savings and one-quarter financed their firm exclusively from
personal resources (Q 36, Yr 1). However, banks and other
lending inst st Ions provided some capital (in the form of
loans) to about 45 percent. Family and f-4 nds helped cap-
italize more than onc-quarter. If a business were purchased,
the former owner helped finance the ncw venture at least

1 3



one-third of the time. Outside investors wrie involved in
only about one new firm in 10, though fums with outside
investors were more likely to grow, all factors equal. The
number of new business owners who used either inatitu-
tionalized venture capital or government programs was
negligible.

New business owners sought counscl from a variety of
sources when planning their venture with accountants and
bookkeepers most often considered very important sources
(46 percent) (Q 29, Yr 1). Bankers (32 percent), other busi-
ness owners (28 percent), and suppliers (28 percent) were
also frequently characterized as "very important." However,
the relative importance of information sources changed as
the business matured. While the perceived value of accoun-
tants/bookkeepers and suppliers retained their initial level
of importance, most other business information sources,
particularly bankers and lawyers, declined in use and impa-
tance (Q 19, Yr 2 and Q 20, Yr 3). Those who thought gov-
ernment sources wry important were less likely to survive,
all other factors equal.

Most new businesses were either very much like the orga-
nization in which the owner was just employed or very dif.

ferent from it. There was little between. The products/serv-
ices of 31 percent of the new firms wcre no different than
the ones sold in the organization where the new owner was
most recently employed (Q 21a, Yr 1). Twenty-nine (29)
percent reported the same customers (Q 21b, Yr 1) and 30
percent said the suppliers were the same (Q 21c, Yr 1).
Thus, about one-third of all new ventures appeared to be di-
rect attempts to utilize knowledge or contacts gained in ex-
isting organizations. Similarity to the owner's prior employ-
ment activity did not result in a higher survival rate, but
great dissimilarity resulted in a higher discontinuance rate.
Thirty-nine (39) percent reported their products or services
were very different than those sold by the organizatior that
previously employed them; somewhat fewer had a very dif-
ferent customer base and about the same number used very
different suppliers. Thus, more than a third were total depar-
tures from the owner's prior organization.

The similarity of new ventures to those of the owner's im-
mediate prior employer refiected the source of new business
ideas. Forty-three (43) percent indicated their business idea
came from a previot, job (Q 14, Yr 1); another six percent
indicated it came from a family business. Thus, about half of
the new business ideas were drawn from the workplace.
Others we,' drawn from the personal side of the individ-
ual's experience. For example, the second most frequent
source for a new business idea was a personal interest or
hobby (18 percent). The third most important source was a
chance happening of some type. The initial size of the busi-
ness reflected the source of the business idea. Ideas emanat-
ing from work experience usually resulted in the formation

7

1 .1



-^

of larger businesses; ideas emanating from hobbies or per-
sonal interests resulted in smaller ones. But if the idea came
from a previous job, the business was more likely to grow,
all other factors equal, than if it came from another source.

Few new business ownen planned an archetypal business
strategy to the exclusion of others. Most chose elements of
several strategies and molded them to fit their particular firm
(Q 30, Yr 1). However, new business owners were much
more likely to include large doses of "better service" and a
reputation for quality than other elements. Nearly 85 per-
cent claimed that "better service" was part of their strategy;
12 percent said it constituted more than 50 patent of it.
When the owner assigned more than 40 percent of the strat-
egy to better service, the chances of the business surviving
three years rose, all factors equal. Eighty (80) percent
claimed a "reputation for quality" as part of their strategy,
but this emphasis did not appear to result in above average
survival rates. The third most common element in new busi-
ness strategics was "lower prices." However, reliance on
lower prices as a new business stratcgy was associated with
higher discontinuance rates.

Two other elements of the initial strategy were related to
survival. If 40 percent or more of the strategy was focused
on providing previously unavailable products/services, sur-
vival chances rose. However, if 40 percent or more of the
strategy focused on targeting poorly served or missed cus-
tomer groups, survival chances fell.

Business Climate The study was conducted during a period of general eco-
nomic expansion. While tbe business climate, as measured
by the 1985 unemployment rate of each firm's state (Statisti-
cal Abstract of tbe United States), bore no relationship to
either survival or growth, the change in the business cli-
mate, Itt. measured by the 1985 unemployment rate divided
by the 1987 unemployment rate, was related to both. The
more rapid the business climate's improvement, the more
likely businesses were to survive and grow.

Ne, business owners believed their businesses and the
business environment were changing, the latter in a favor-
able manner. Sixty-one (61) percent reported their business
was changing rapidly (Q 31d, Yr 1); just 14 percent reported
it wasn't. Initially, respondents forecast that the number of
customers and the amount of sales in the markets they
planned to serve would grow substantially over the next five
years. For example, 39 percent projected average annual
market sales growth to be more than 10 percent (Q 28c,
Yr 1). However, after one year of experience, their forecasts
waned. Just 28 percent projected average annual sales in-
creases of 10 percent or more (Q 18c, Yr 2). Despite the re-
trenched market forecasts, new business owners believed
that their sales were generally meeting expectations.
Twenty-seven (27) percent reported sales were higher than

8
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expected (Q 12a, Yr 2); 43 percent reported them as ex-
pected, and 29 percent reported them lower than expected.
One year later, the proportions that suggested satisfaction
with sales levels was about the same 29 percent, higher
than expected, 37 percent, same as expected, and 32 per-
cent, lower than expected (Q 12a, Yr 3). No relationship ex-
isted between the magnitude of sales forecasts and survival
and growth, but those who could not ("don't know") or
would not (N/A) forecart their sales were more likely el
cease operations, all factors equal.

The primary compeetor for these new businesses was a
larger firm, but one not substzntially larger. Just 25 percent
believed that their primary competition came from a busi-
ness more than 5 times itc size, though 23 percent could not
identify the primary competitor (Q 14, Yr 2). Forecasts of
change in the number of competitors indicated that new
business owners projected modeseincreases (Q 23h, Yr 1
and Q 18, Yr 2). Diffeeng from the sales forecast, the fore-
cast of changes in the number of competitors did not
change between the first and second year.

A market decline is usually a major impediment to busi-
ness development. About 10 percent in each of the s.. cod
and third years reported a serious markt .. iecline the prior
12 months (Q Ha, Yr 2 and Q lla, Yr 3). Credit availability
was the second most frequently encountered impediment to
new business development (Q lit Yr 2 and Q 11f, Yr 3).
Eight percent cited this impediment in the second year and
six percent in the third. Other impediments considered se-
rious were noted less frequently However, once any impedi-
ment was determined to be serious, the likelihood of subse-
quent survival diminished markedly, all factors equal.
Family problems represented the extreme example. While
relatively few cited family problems (including health) as a
major impedimr.ir, a serious family problem was highly re-
lated to subsequent cdscontinuance.

Businesses change as they age; some change quite dramat- Changes in the
ically For example, by the end of the second year, 12 per- Busiresses
cent had moved business locations (Q 10c, Yr 2), 5 percent
had changed business names (Q 10e, Yr 2), and 6 percent
had new branches or added locations. Eight percent
changed day-to-day managers in the third year (Q 6, Yr 3).
Most changes were more mundane, however. Twenty-one
(21) percent reported greater floor space in the second year
than in the first (Q 10h, Yr 2) and 20 percent reported more
in the third year than in the second (Q 1011, Yr 3).

The most common change involved major shifts in the
mix of products and services. Half (50 percent) reported in-
troducing new poducts and services in their second year of
operation and 43 percent did so in the third year (Q 10a,
Yr 2 and Q 10a, Yr 3). Meanwhile, 19 percent and 20 per-
cent respectively dropped product lines or services (Q 10b,
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Yr 2 and Q 10b, Yr 3,
Possibly associated with the changing product/service

mix were substantial changes in advertising/promotion and
pricing. In the s-cond year of operation, 32 percent in-
creased their advertising and promotion while 17 percent
reduced them (Q 10g, Yr 2). But almost an identical number
raised relative prices (16 percent) as lowered them (14 per-
cent) (Q 10f, Yr 2). Thc pace of change slowed in the suc-
ceeding 12 months. Just 25 percent increased advertising
and prometion while 20 percent reduced them (Q 10g,
Yr 3). However, the propordons making relative price
changes were almost identical to the prior yr.,r (CI 101,
Yr 3).

Major changes in new businesses are ft-14unit and usually
healthy adjustments to existing circumstances. For the most
part, they are not a distress signal. Major changes in prod-
ucts or services (either adding or dropping) were not re-
lated to either survival or growth. The same wa true with
changes in relative prices and advertising/promotion. Ad-
ding locations or moving the primary location were not re-
lated either. Changing business names did appear to s*.gnify
trouble, however. It was related to discontinuance. De-
creased business assets and reduced floor space also were
negatively related to survival.

While most new businesses did not increase emr ' yment,
most did increase assets. A majority reported increasmg as-
sets over the prior 12 months; 62 percent increased them af-
ter the first year and 57 percent after the second (Q 8, Yr 2
and Q 8, Yr 3). Business ehmings usually financed the new
assets. Almost 70 percent reinvested business earnings in the
second year and nearly as many did the year follawing (Q 9,
Yr 2 and Q 9, Yr 3). Trade credit and bank loans were also
important sources of funds. By the third year, trade credit,
which was rarely used to help initiate the b. siness, became
the second most frequently used sourze of financing. New
investors were rare additions once a new business began
operations.

New business owners appeared to have few illusions
when they formed their businesses. At most only about 10
percent reported that any particular aspect of the business
was "much more" difficult than originally expected (Q 13a-
j, Yr 2). The number who claimed a particular aspect of the
operation easier than expected normally outpaced the num-
ber who thought it harder than expected. For example, 24
percent said that getting financing was more difficult than
expected, but 46 percent said it was easier (Q 13d, Yr 2).
"Government regulation and red tape" proved the major
exception. It blindsided new business owners. Thirty-three
(33) percent reported the problem much more difficult than
expected and another 21 percent said it was more difficult
(Q 13j, Yr 2). Just 19 percent said government regulation
and red tape was not as bad as they thought it would be.

1 7



"Controlling Costs" proved the only other element with at
least a plurality believing it was more difficult than expected
(Q13f, Yr 2).

As the new businesses became more stable and their long-
evity rose, employees appeared to be among the first to ben-
efit. Nearly three of five indicated that employee wages had
increased (Q 19, Yr 3), a majority of those by more than 10
percent. Just over 30 percent increased employee benefits
(Q 19a, Yr 3). The emphasis on wages was not surprising.
New business owners believed the best way to motivate em-
ployees was good wages (Q 20b, Yr 2), personal/friendly
relations (Q 20a, Yr 2), and shared decisions/greater re-
sponsibility (Q 20d, Yr 2). They believed the least impor-
tant s%ays were extensive fringe benefits (Q 20c, Yr 2), dose
supervision (Q 20e, Yr 2), and profit-sharing (Q 20f, Yr 2).

Owners of firms surviving three years expressed few re-
grets over their decision to form a business. Eighty-two (82)
percent said that they would still form their business even
knowing then what they know now (Q 23, Yr 3). About half
of that number would make major changes in the way it was
done, but only 14 percent said they would not start this par-
ticular business again. Just three percent were so disillu-
sioned that they would never form another business. Yet,
many did not obtain as much personal utisfaction from the
experience as they thought they would. One in five (21 per-
cent) reported more personal satisfaction than expected
and another 43 percent reported as much as expected
(Q12c, Yr 3). But one in three (32 percent) was
disappointed.

A sense of accomplishment and fulfillment of the objec-
thes that initially motivated the business formation was a
source of the generally positive views that surviving owners
had of their experiences. The most important motivations
behind these entrepreneurial activities were to: "use my
skills and abilities" (Q 40g, Yr 1), "have greater control over
my life" (Q 40e, Yr 1), "build something for my family"
(Q 40c, Yr 1), and "[liked] tbe challenge" (Q 40a, Yr 1).
Three years after formation, the percentage reporting satis-
faction with "using skills and abilities" (Q 22g, Yr 3), "over-
coming a challenge" (Q 22a, Yr 3), "gaining more respect
and recognition" (Q 22b, Yr 3), "fulfilling expectations
others had of me" (Q 22f, Yr 3), and "living where and how
I lilcd"-(Q 221,-Yr-3)--outstr1pped the-number originally cit-
ing them as important motivations or goals.

Disappointments accompanied the sense of accomplish-
ment. The greatest disappointment stemmed from the lack
of financial success. By a 31/2 to 1 margin business owners
in their third year of operation reported lower profits than
originally expected (52 percent) compared to those report-
ing higher profits than originally expected (15 percent)
(Q 12b, Yr 3). "Earning lots of money" was not one of the

"I 8
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most frequently cited important motivations for forming a
business. Less than one in five indicated it was a very impor-
tam motivation (Q 40d, Yr I). Yet, just 20 percent said they
were satisfied with the return on their effort and investment.
The same was true for one motivation that was originally
among the most important "building something for my
family" Seventy-four (74) percent reported "building some-
thing for my family" an important motivation when forming
the business (Q 40c, Yr 1). But just 58 percent indicated lat-
isfaction on that count (Q 22c, Yr 3).

The amount of money taken out of the business in the
form of salary, draw, dividends, etc. during the third year,
explained their views. While 20 percent did not answer the
question, just 7 percent reported taking out $50,000 or
more in the last 12 months (Q 24, Yr 3). 1Wenty-three (23)
percent reported taki, out less than $10,000.

New business owners were also disappointed in the
control they had over their lives. Seventy-eight (78) percent
saw "control over their lives" as an important motivation
(Q 40e, Yr 1). But after three years of long hours, many
questioned whether they control their lives or whether the
business controls it for them. Just 61 percent reported satis-
faction in fulfilling this objective (Q 22e, Yr 3).

Direct experience left business owners more circumspect
about their children going into business for themselves than
did the general public's glamorized version of the process.
One recent national poll of adult Americans showed that
over 90 percent would approve of a son or daughter going
into business for himself or herself (Jackson, Tbe American
Entrepreneurial and Small Business Culture, NFIB, 1986).
New business owners were less enthusiastic. Just 54 percent
would approve; 29 percent including 11 percent non-re-
spondents were neutral; 17 percent would disapprove
(Q 21, Yr 3).

After three years of business ownership, enthusiasm ap-
peared tempered by reality. Business owners were more
likely to be aware of the negative as well as the positive as-
pects of "entrepreneurship." But the vast majority of sur-
vivors were glad they went into business for themselves and
would do so again.

1 9
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Appendix I:
Summary of Data

Appendix I sequentially presents every survey question
posed during the entire project and thc new business
owners' responses to them. It also presents firm or environ-
ment data which did not require the owner to respond, but
for which there were data from another source, e.g., legal
status. These data are presented together in easily identif a-
ble unnumbered tables.

This project involved three separate surveys in three sep- Reading the Tables
arate years. The year in which the survey was conducted is
enumerated in the upper left hand corner of every page.
The top of each page also presents a row containing the
headings (DISCONTINUED, SOLD, etc.). The first five head-
ings, i.e., DISCONTINUED to the first N, relate to survival
and non-survival of the business at the end of three years.
The second five headings, i.e., DECLINE to the second N,
relate to employee growth of surviving firms.

The column under DISCONTINUED presents the percent
of firms which were not operating at the end of three years.
The column under SOLD presents the percent of firms
which were sold to a new owner before the end of the three
year perhxl. The column under SURVIVED presents the per-
cent which were still operating after three years. The figures
in these three rows horizontally add to 100 percent (not pre-
sented). The column under ROW % presents the perccnt of
respondents who provided the particular answer found in
the left-hand column. The figures in the column under TOW
% for each question vertically add to 100 percent (not pre-
sented). The column under 'N" presents the absolute num-
ber who provided the response found in the left-hand col-
umn. Thus, the N in a particular row divided by the total
N equals the ROW %.

The column under DECLINE presents the percent of
surviving firms that after three years employed at least one
fewer person in the third year than in the first. The column
under STABLE presents the percent of surviving firms that
did not change empluyment between the first and third Iva
by more than a single part-time employee. The column un-
der EXPAND presents the percent of surviving firms that ad-
ded at least one employee between the first and third years,

20
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but is not a GROW firm. The column under GROW presents
the percent of surviving firms that increased employment
between the first and third year by at least 50 percent with a
minimum of four additional employees. The four figures in
each tow add to 100 percent (not presented). The column
under N is the number that survived three years and for
which we have data in the year of the survey being
examined.

'lb illustrate, Question 1 of YEAR ONE asks the respon-
dent for the industry of his major business activity The first
possible response is construction. Appendix I tells us that
219 respondents (N) or 7 percent (ROW %) of the total in-
dicated that they were in the construction industry during
their first year of operation. Of that 219 contractors, 17 per-
cent (DISCONTINUED) did not survive the third year and
4 percent (SOLD) were sold before the end of the period.
Seventy-nine (79) percent (SURVIVED) were still operating
at the end of the third year. Of the 76 (N) contractors who
survived and for whom we have third year data, 11 percent
(DECLINE) experienced a decline in employment over the
three years. Thirty-eight (38) percent (STABLE) didn't
change employment for all practical purposes over the pe-
riod. Twentrnine (29) percent (EXPAND) expanded as the
term was earlier defined and 22 percent (GROW) grew also
as earlier defined.

The total for the entire population is presented at the top
of each page to facilitate comparisons.

2 1-



YEAR ONE

1btal

Summary Tables

Dixon- Sur-
tinned Sold vived Row % N1 Decline Stable Expand Grow bra

19% 4% 77% 100% 2994 15% 48% 26% 11% 877

1. Please classify your major business activity using one of the categories of examples below

Indintry
Construction 17 4 79 7 219 11 38 29 22 76

Manufacturing 15 3 82 8 234 20 33 30 19 78

Tkans/Comm 21 2 77 2 73 - - - - 20

Wholesale 17 3 80 4 127 21 42 19 19 43
Retail 22 5 73 46 1375 16 53 25 6 367
Agriculture 8 2 90 2 62 - - - - 23

Finance 12 5 83 5 146 17 35 31 17 48

Services 19 6 75 19 574 14 47 30 10 148

Professions 12 3 85 5 162 9 52 27 11 71

N/A - - - 1 22 - _ - - 3

2. When did your firm register its first sale (under your ownership or principal management)?

Dates
Jan 85-May 85 25 4 71 9 558 15 42 28 15 133

July 84-Dec 84 19 5 76 40 1204 13 49 27 11 363
Jan 84-June 84 16 5 79 36 1090 16 49 26 9 339
N/A 18 3 79 5 142 29 38 19 1 42

2a. How long was it between your first business expenditure of $500 or more and your first cash

receipt (sale)?

Time Between First Expenditure and Sale
1-3 Months 19 4 77 87 2616 15 47 27 11 761

4-6 Months 22 2 76 6 178 16 46 26 12 57

7-9 Months 13 3 84 1 30 - - - 11

10-12 Months 15 2 83 2 46 - - - - 12

More than 12 Months - - ' 12 - - - - 5

N/A 25 5 70 4 112 10 55 29 6 31

Itestrmg the Tables
Survival Status After Three Years.

Discontinued No Longer Operating
Sold Business Sold
Survived Business Operating
Row Z Percent of Respondents in the Nominal Classification to the Far Left
AP Number of Respondents to That Year's Questionnaire

Growth Status of Three Year Survivors (Employment Change Between Years I and 3):
DeclineLost One or More Employees
StableNo Change in Employment
Expand Added at Least One Employee. But Not a Growth Firm
Grow Increased Employment at Least 50% with a Minimum of 4 Additional Employees
N-' Number of Respondents to That Year and the Third Year Questionnaires

N/A No Mswer
Less than 0 5%

Too Few Cases

2 2
15
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YEAR ONE
Discon- Sur-
tlnued Sold vived Row % N' Decline Stable Expand Grow

'Ibtal 19% 4% 77% 100% 2994 15% 48% 26% 11%

N2

877

3. On average how many full and part-time employees do you have (including yourself)?

Employment Size (2 pan-time = 1 full-time)
Less than 2 24 5 71 26 777 62 32 5 188
2-3 20 4 76 23 694 11 53 29 8 191
3-6 17 5 78 32 945 16 48 26 10 294
6-10 18 2 80 10 296 24 36 18 22 98
10 or More 12 4 84 9 276 39 22 18 21 106
N/A - - 6 - _ _ 0

4. How many unpaid family members arc thcrc that work for the firm?

Number
Onc 17 4 79 25 739 8 57 26 9 212
Thro 20 5 75 15 454 18 48 23 11 142
Threeormore 25 5 70 9 276 18 57 21 4 67
Nonc/NA 19 4 77 51 1525 17 42 28 3 456

4a. How many hours per week in total do these unpaid family members work?

Unpaid Wilfully Hours
1-9 Hours 18 4 78 13 388 15 53 24 9 118
10-19 Hours 19 6 75 10 311 13 56 25 6 100
20-29 Hours 20 3 77 8 230 5 59 24 13 64
30-39 Hours 14 5 81 4 114 18 58 15 9 33
40 Hours or More 24 4 73 13 397 17 45 30 9 105
N/A 19 4 77 52 1554 17 42 28 13 457

5. About how many hours per week de you work R.Nr the firm?

Hours Worked in Firm Per Week
1-39 Hours 25 6 69 8 234 18 55 21 5 56
40-49 Hours 21 3 76 15 444 17 53 20 10 136
50-59 Hours 19 5 76 23 691 13 47 28 11 186
60-69 Hours 15 5 80 28 850 13 48 29 10 281
70-79 Hours 20 5 75 13 373 15 39 28 18 113
80 Hours or More 21 3 76 12 349 21 46 24 9 91
N/A 15 8 77 1 53 _ _ _ _ 14

6. In your first year of busincss, did/do you have:

Work Outxlde Business
Full-Time 27 5 68 8 238 19 48 24 9 54
Part-Time 21 6 73 7 198 16 56 18 10 50
Irregular 27 3 70 4 133 15 50 23 13 40
None 17 5 78 78 2337 15 46 27 12 709
N/A 24 3 73 3 88 - - - - 24

16
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YEAR ONE
Discon Sur-
tinned Sold vived Row % N' Decline Stable Expand Grow N2

Ibtal 19% 4% 77% 100% 2994 15% 48% 26% 11% 877

..- 7. ln your first year of business, did/does your spouse or other adult family member residing with
you, have an income-producing job other than working for your firm?

Other Family Income
No Spouse 24 5 71 13 385 15 49 23 12 92

Spouse NoJob 17 5 79 34 1029 17 46 25 13 319

SPouse Full-Time 1 9 5 76 35 1035 13 50 28 9 297

Spouse Part-Time 15 3 82 11 336 17 46 27 11 113

Relative Full-Time 34 5 61 3 85 - - - - 20

Relative Part-Time 20 7 73 1 30 - - 9

N/A 23 4 73 3 94 22 33 38 7 27

. 8. What do you estimate that your gross sales or revenues were/will be in your first year of business?

First Year Gross Sales (in 000s)
Less than $50 24 5 72 33 1002 14 54 26 6 250

550-99 1 8 5 77 24 720 10 52 28 10 204

5100-199 1 8 4 78 16 480 13 48 29 11 159

5200-349 16 4 81 9 270 21 39 21 20 97

5350-499 1 2 5 83 4 130 21 49 19 11 47

5500-749 16 8 76 3 76 - - - - 21

1750-999 4 4 92 2 51 - - - - 21

S1000-2999 1 2 3 85 3 81 29 37 11 23 35
$3000 and Over 15 I 1 74 1 34 - - - - 11

N/A 21 2 77 5 150 18 38 38 6 32

9. How large do you expect your gross sales to be in two years?

Gross Sales in Two Years (in 000s)
Less than $50 27 4 69 11 340 15 64 21 0 80

550-99 22 4 74 14 422 12 63 20 5 113

5100-199 17 5 78 22 652 13 48 33 6 208

5200-349 17 4 79 16 481 15 49 28 8 149

5350-499 11 3 86 G 169 14 42 23 21 66

5500-749 1 8 3 79 7 211 20 41 25 14 71

5750-999 19 1 80 3 89 22 22 30 26 27

51000-2999 15 5 81 8 241 1S 37 24 21 83

$3000 and Over 1 2 5 83 3 96 18 21 24 37 33

N/A 25 7 68 10 293 19 44 28 9 47

10. What percentage of these sales came/will come from sale of franchised goods or services?

Percent Sales from Franchised Goods/Services
None 19 4 77 70 2101 14 48 26 12 626

Lcss than 10% 17 4 79 5 135 3 49 30 18 33

10-24% 24 2 74 3 99 10 42 36 13 31

25-49% 22 7 71 2 86 - - - - 22

50-74% 17 5 78 4 115 9 71 14 6 35

75-99% 15 7 78 5 136 32 38 22 8 37

100% 19 4 77 7 205 30 32 29 9 69

N/A 23 4 73 4 117 - - - - 24

17
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Discon- Sur-
tinned Sold vived Row % N' Decline Stable Expcnd Grow

lbtal 19% 4% 77% 100% 2994 15% 48% 26% 1 I%

N2

877

10a. Does your firm operate under a franchise name, e.g., McDonald's, Ford, limaco?

Operate Under a Franchise Name
Yes 17 5 78 11 327 25 41 24 9 119
No 19 5 76 87 2613 14 48 27 11 738
N/A 21 79 2 54 - - - - 20

11. How did you bccomc owner or principal manager of your present business?

Form or Entry
Started It 21 4 76 64 1903 14 45 17 13 541
Purchased It (Not

from family) 17 6 77 30 890 16 52 8 7 275
Inherited It 11 4 85 2 65 - - - - 20
Promoted to

Ownership 22 3 75 1 32 - - - - 11
Brought into

Ownership 15 5 80 2 73 - - - 20
Other/N/A 19 81 31 - - - - 10

12. When you went inte -your business what were your most important goals?

Most Important Goals
a. Do tbe Kind of Work l Wanted to Do

First 19 5 76 26 777 16 53 23 7 232
Second 19 4 77 23 704 12 45 31 12 209
Third 18 3 79 20 590 14 43 29 14 197
Fourth 19 5 75 17 503 17 49 25 9 149
N/A 22 4 74 14 418 20 46

b. Amid Working for Others

19 16 90

First 16 5 79 18 545 13 50 28 8 181
Sccond 19 6 75 21 639 19 48 24 9 182
Third 23 4 73 22 658 13 47 30 10 184
Fourth 16 4 81 23 680 15 45 28 13 218
N/A 21 5 74 16 471 18 46

c. Make More Money Than Otherwise
18 18 111

First 18 5 77 18 534 16 42 29 13 160
Second 19 4 77 21 642 11 56 26 7 202
Third 18 5 77 24 713 16 46 27 11 207
Fourth 20 4 76 22 653 16 45 28 12 199
N/A 22 5 73 15 452 20 46

d. Build a Successful Organization
19 16 107

First 23 4 73 29 881 16 42 27 15 240
Second 18 4 78 24 706 16 44 27 14 225
Third 15 6 79 21 625 15 53 24 8 200
Fourth 19 4 77 14 410 12 54 28 5 129
N/A 20 3 77 12 372 18 48 24 10 83

18
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YEAR ONE
Dimon- Stir
Untied Sold vived low % 1,12 Deane Stable Expand Grow

Ibtal 19% 4% 77% 100% 2994 15% 48% 26% 1. 4

N2

877

13. Why did yr:o go into your business at the time you did?

Entry Process
Good Opportunity

Came Along; I

AnnPed 20 5 75 28 843 20 47 24 9 241
Considered For

Long Time; Came
lbgether 18 4 78 43 1278 12 46 28 14 378

Best Alternative
Available 20 6 7, 13 377 17 51 21 11 105

Thought I Might
Someds, ; Hand
Forced 19 4 77 14 404 13 48 32 7 123

Other/N/A 25 75 2 92 23 50 17 10 30

14. Where did you get the idea to go into this kind of business?

Source of Business Idea
Prioriob 19 4 78 43 1279 14 44 27 16 413
Family Business 15 4 81 6 174 24 36 34 6 50
Activities of

Frient;s/Rclatives 20 5 75 6 167 21 48 26 5 58
Hobby/Personal

Interest 20 4 76 18 526 11 54 30 4 140
Someone

Suggested It 24 7 69 8 227 20 48 20 13 56
Education/Courses 18 2 80 6 178 5 54 31 9 59
Chance Happening 19 6 75 10 298 26 51 10 7 69
Other 18 9 73 3 112 14 61 18 7 28
N/A 21 79 33 - - - - 4

15. How old were you when you became owner or principal manager of your present business?

Age of Owner
Lcss than 20 Years - - - ' 2. - - - - 4
20-29 Years 20 5 75 26 765 10 55 26 9 192
30-39 Years 20 4 76 39 1155 15 45 29 12 339
40-49 Years 19 4 77 24 712 18 42 29 11 231
50 or Mere 15 4 81 11 324 19 56 13 12 09
N/A - - - 18 - - - - 2

16. Did you move your residence tn order to go into your business?

Distance Moved Residence
Didn't Move 20 4 76 79 2364 15 47 26 12 695
Less than 50 Miles 16 6 78 6 171 20 46 24 10 50
50-150 Mlles 16 6 78 5 159 21 50 25 2 42
Mote than 150

Miles 17 4 79 i 0 289 14 47 28 9 85
N/A - - - 11 - - - - 5
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YEAR ONE
Discon- Sur-
tinned Sold vived Row % N' Decline Stable Expand Grow Nz

Total 19% 4% 77% 100% 2994 15% 48% 26% 11% 877

17. Were there other full-time partners or investors involved when you became the owner or
principal manager of your business?

FUR-Time Partners/Investors
None 20 4 76 69 2075 15 51 26 8 588
One 16 5 79 20 598 15 42 27 16 189
Tsso 17 5 78 7 195 16 40 26 18 62
Three 20 5 75 2 51 - - - - 17

Four or More 14 11 75 1 36 - - - - 13

N/A 20 80 1 39 - - - - 8

18. Where did you work just before you went into your present business?

Prior Organization
Large Busincss

(1000 employees
or more) 19 6 75 16 187 20 51 22 6 135

Mcdium Busincss
(100-999
employees) 21 3 76 12 344 19 35 28 19 101 -

Small Business (100
employees or
less) 18 3 79 47 1394 11 49 29 10 408

Had Own Business 21 5 74 14 415 19 43 18 20 121

NonProfit. e g..
Govt. 14 7 80 5 151 21 49 25 5 57

Not Working. e.g.,
Student 19 8 73 6 180 13 58 29 48

N/A - - 23 - - - - 7

19. Before going into your present business, what was your highest level of management experience?

Highest Previous Management Level
Supervised No One 20 6 75 19 574 12 59 22 7 151

Supervised Workers 18 4 78 39 1168 14 48 29 8 369
Supervised

Supervisors 18 5 77 11 331 19 41 24 17 108
Owned Business 19 4 77 26 786 17 41 25 16 209
Other 24 2 74 4 114 16 56 25 3 32

N/A - - - 1 21 - - - - 8

20. Which best describes the major reason for leaving your previous job:

Reason for Leaving Prior Job
Laid Off, Job

Discontinued 19 4 77 10 304 15 51 27 8 89
Fired 24 4 72 7 222 17 57 24 2 54

Quit; No Specific
Plans 23 7 70 7 218 14 41 32 13 56

Quit; Go Into
Current Business 18 4 78 53 1578 14 45 29 12 485

Lcft, Closed Down,
Sold Own Firm 18 6 '6 7 213 17 48 14 21 71

20
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'YEAR ONE
Discon Sur-
tinned Sold vived 1k,w % N' Decline Stable Expand Grow N2

Total 19% 4% 77% 100% 2994 15% 48% 26% 11% 877

No PreviousJob/
Already in Firm 18 6 78 7 229 18 55 24 3 66

N/A 22 4 74 8 230 23 49 19 9 56

21. How different is your present business from the organization you were just in?

Difference Between Now and in Previous Job
a Produas

No Difference (1) 17 3 80 31 919 12 49 24 15 291
(2) 14 6 80 11 321 11 45 30 13 97
(3) 20 4 76 9 282 17 39 33 12 101

- (4) 15 3 82 5 158 12 52 3" 4 50
Very Different (5) 23 5 72 39 1156 18 49 24 8 309
N/A 17 6 77 5 158 28 49 21 7 29

b. Customers
No Difference (1) 16 3 81 29 870 12 50 20 18 267
k2) 16 5 79 12 348 13 41 39 8 118
(3) 20 4 76 12 365 19 43 28 9 119
(4) 24 3 73 7 201 9 53 33 5 58
Very Different (5) 21 6 73 33 9 17 50 25 8 270
N/A 21 4 75 7 224 27 40 24 9 45

c. Suppliers
No Difference (1) 16 3 81 30 887 14 48 22 16 281
(2) 17 4 79 9 282 14 40 38 9 96
(3) 17 5 78 9 276 8 51 28 14 87
(4) 20 4 76 5 161 17 49 30 4 53
Very Different (5) 22 5 73 38 1132 18 49 25 7 310
N/A 20 5 75 9 256 22 40 28 10 50

22. Did your parents (or guardians) ever own their own business?

Parents Owned Business
Yes 17 5 78 45 1334 17 47 12 11 420
No 20 4 76 54 1624 13 49 14 II 449
N/A 21 79 1 36 8

23. What level of formal education did you have before you went into your current business?

Level of Formal Education
Less than High

School 14 6 80 3 84 - 16
Some High School 27 4 69 5 137 16 45 26 13 31
High School

Graduate 18 4 78 33 976 14 52 27 8 267
Some College 23 5 72 26 783 16 44 23 17 209
Associates Degree 24 5 71 8 225 20 41 26 14 66
BS/BA 14 4 82 16 476 20 44 26 10 175
Some Graduate

School 14 3 83 3 105 8 43 32 16 37
MBA 16 14 70 1 37 14
Other Advanced

Degree 9 3 88 4 122 8 57 31 4 52
N/A 18 4 78 1 49 10

2 1



YEAR ONE

lbtal

Discon- Sur-
tinued Sold vived low % N1 Decline Stable Expand Grow N2

19% 4% 77% 100% 2994 15% 48% 26% 11% 8774

23a. How many courses did you take in business subjects, e.g., management, marketing, personnel,
finance, accounting?

Number of Business Courses litken
None 19 5 76 38 1149 14 51 27 8 296
1-2 20 5 75 23 680 14 51 24 11 204
3-6 19 3 78 18 552 18 42 27 13 172
7-12 21 4 75 9 268 13 49 26 12 85
13 or More 16 6 78 10 290 20 40 26 14 102
N/A 15 3 82 2 55 18 F

24. Have you taken any technical, vocational, or professional development courses or training?

Vocational/Professional Courses
Yes 19 5 76 57 1719 18 43 27 12 513
No 19 4 77 41 1217 11 54 25 10 345
N/A 16 4 80 2 55 19

24a. If "yes," which describe(s) that course(s) or training?

Types of Vocational/Professional Courses
Program for Certif-

icate/License 19 4 77 25 751 18 44 24 13 230
High School

Vocational 17 4 79 9 263 15 43 31 12 75 -

On Military Duty 21 3 76 7 214 18 40 28 14 72
Gen Bus Skills

Off-Site 19 5 76 19 581 22 37 27 14 184
Spec Bus Skills

OffSite 17 3 80 24 719 16 39 33 12 228
Gen Bus Skills

On-Site 19 5 76 10 284 20 41 26 ' 3 87
Spec Bus Skills

OnSite 18 5 77 16 485 17 41 28 14 147

25. How many full-time jobs (with different organizations; count military service as one job) did you
hold from the time you left school until you entered your current business?

Full-Time Jobs Prior to Owne-ship
1-3 Jobs 16 4 80 46 1375 16 47 24 13 445
4-5Jobs 19 6 75 27 798 18 45 28 10 229
6 Jobs or More 24 4 72 23 682 11 51 29 9 175
N/A 25 5 70 4 139 14 46 29 11 28

26. Is your business currently located in your own home (including garage, basement, wing, etc.)?

Located In the Home
Yes 15 3 82 7 199 11 64 18 7 56
No 19 5 76 92 2766 16 46 27 11 810
N/A 25 8 67 1 29 - - 11
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-.. 27. Eighty percent (80%) of my business comes from customers located within a radius of:

Radius for 80% of Customers
Less than 1 Mile 29 12 59 2 51 _ - _ 12
Less than 5 Miles 16 4 80 10 291 15 49 30 5 79
Less than 10 Miles 19 4 77 21 626 13 51 28 8 195
Less than 25 Miles 19 5 76 31 922 13 51 26 10 281
Less than 50 Miles 19 5 76 19 573 15 48 28 10 158
Less than 100 Miles 17 4 79 9 259 18 40 21 21 76
100 Miles or More 20 4 76 7 221 30 30 16 24 69

-Don't Know 23 10 67 1 30 - - - - 3
N/A - - - ' 21 - - - 4

28. During the next five years, how much average change per year do you expect in the market you
arc trying to serve:

Average Change in

a. Customers
More than 20%

Expected

Increase 21 4 75 40 1205 13 45 29 12 330
11-20% Increase 17 4 79 23 691 17 47 27 10 234
3-10% Increase 17 4 79 20 599 14 51 22 13 189
Unchanged 17 4 79 5 157 16 47 27 9 55
Decrease 14 6 81 1 31 - - - - 16
Unknown 24 5 71 8 227 24 54 17 5 41
N/A

b. Competitors

22 9 70 3 79 - - - - 12

More than 20%
Increase 21 5 74 6 173 12 44 26 19 43

11-20% Increase 23 3 74 8 248 6 43 34 15 79
3-10% Increase 18 4 78 23 685 15 44 28 13 220
Unchanged 17 5 78 37 1116 17 52 22 9 347
Decrease 21 3 76 6 183 12 37 42 9 43
Unknown 19 4 77 16 468 18 52 25 6 126
N/A

c. Sales

26 7 67 4 121 - - - - 19

More than 20%
Increase 24 3 73 18 550 17 41 28 12 145

11-20% Increase 16 4 80 21 638 15 46 26 14 213
3-10% Increase 18 4 78 27 803 15 48 27 10 273
Unchanged 17 8 75 11 333 15 50 25 10 96
Decrease 21 2 77 3 84 - - - - 24
Unknown 20 5 75 15 451 11 60 23 6 100
N/A 22 76 72 5 135 19 35 27 19 26
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29. When you were planning your business, what sources of information or help were important to 4
you? Please rate each source below as follows:

Information From:
a. Accountant/Bookkeeper

Very Important 17 5 78 46 1374 17 45 28 10 406
Some Importance 19 5 76 22 661 14 49 25 10 201",
Little Importance 23 4 73 10 298 19 41 27 14 81 :,...

Not Used 21 4 75 17 513 11 56 22 12 161
N/A 22

b. Friends/Rdatives

6 72 5 148 18 39 29 14 28 ..,,.

Very Important 20 5 75 26 786 12 49 34 6 218
Some Importance 20 4 76 29 866 15 47 26 256 '..
Little ..portance 16 5 79 21 629 18 51 21 11 200
Not Used 19 4 77 18 541 16 41 26 17 162
N/A 18

c. Other Business Owners

6 76 6 172 22 46 17 15 41

Very Important 20 4 76 28 834 12 47 31 10 233
Some Importance 18 4 78 32 954 17 48 26 9 305
Little Importance 19 6 76 17 519 16 45 26 13 151
Not Used 19 5 76 17 513 16 51 19 14 151 :

N/A 18 6 76 6 174 19 38 30 13 37

d. Government Programs/Sources
Very Important 24 3 73 5 166 9 65 16 9 43
Some Importance 20 4 76 10 290 18 44 27 11 93 :

Little Importance 20 5 75 18 539 17 43 29 11 183
Not Used 18 5 77 58 1739 14 49 25 11 499
N/A 17

e. Bankers

4 79 9 260 17 37 36 10 59

Very Important 18 4 78 34 1025 16 48 25 12 305
Some Importance 18 4 78 23 684 11 51 28 11 204
Little Importance 18 6 76 15 459 22 42 28 8 149
Not Used 22 4 74 23 677 14 48 26 12 191
N/A 22

f . Trade Associations

6 72 5 149 14 44 21 21 28

Very Important 19 4 77 9 279 21 44 28 7 86
Some Importance 21 4 75 17 509 16 42 26 15 163
Litt le Importance 18 3 79 21 616 13 48 27 11 199
Not Used 19 5 76 46 1368 15 51 25 10 383
N/A 20

g. Lauryers

5 75 7 222 16 42 30 12 50

Very Important 16 5 79 20 595 16 48 24 13 173
Some Importance 18 5 77 23 693 17 43 27 14 228
Little Importance 18 4 78 20 607 16 47 27 10 187
Not Used 22 4 74 31 913 13 52 27 8 247
N/A 20 5 75 6 186 19 48 24 9 42

24
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h. Generally Available Books, Manuals
Very Important 23 4 73 18 544 17 46 28 10 156
Sonae Importance 1 8 4 78 24 710 15 52 25 9 211
Little Importance 1 8 4 78 20 587 17 47 25 10 190
Not Uscd 18 5 77 32 965 13 46 26 14 276
N/A 18 5 77 6 188 18 39 32 11 44

I. Fmncbisors/Suppliers
Very Important 21 5 74 28 851 16 49 26 9 238
Some Importance 18 4 78 20 585 10 49 28 13 195
Little Importance 19 3 78 12 359 19 38 32 10 111
Not Used 18 5 77 34 1003 16 49 23 12 288
N/A 17 6 77 6 196 16 4 2 31 11 45

I. Courses/Seminars/Worksbops
Very Important 19 3 78 11 337 17 41 32 10 97
Some Importance 22 4 74 14 418 18 41 29 12 126
Little Importance 19 3 78 16 472 10 56 26 8 149
Not Used 18 5 77 52 1547 16 48 24 12 455
N/A 20 5 75 7 220 16 44 30 10 50

30. From the list below, how would you describe your business strategy Using a total of 100 points,
please assign points to each item below that reflects its importance in your business strategy

Business Strategy
Lower Prices

Not Used 17 3 80 47 1416 15 48 26 11 457
1- 5% 17 3 80 4 113 16 53 22 9 45
6- 10% 16 7 77 13 382 15 45 30 11 110

11- 20% 21 7 72 12 369 15 50 27 10 1 OL

21- 30% 23 4 73 9 280 18 44 21 18 68
31- 40% 18 5 77 4 109 19 50 19 12 26
41- 50% 28 3 69 4 117 23 42 26 10 31
51% or More 26 4 70 4 109 - - - - 23
N/A 25 7 68 3 99 - - - 16

BetterService
Not Used 21 5 74 14 4 28 18 48 25 1087

1- 5% 33 9 58 1 40 - - -
_9

6- 10% 20 4 76 7 216 8 55 28 10 60
11- 20% 20 4 76 20 578 20 47 24 9 182
21- 30% 19 5 76 22 637 14 42 30 t 3 208
31- 40% 17 4 79 9 269 9 50 27 14 78
41-. 50% 18 3 79 12 367 16 50 23 11 112
51% or More 14 4 82 12 360 14 48 26 12 106
N/A 25 7 68 3 99 - - - - 16

25
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More Cbokes/Selection
Not Used 19 4 77 56 1664 14 48 25 12 496

1- 5% 22 5 73 4 130 12 60 19 10 42
6- 10% 18 3 79 13 393 16 46 29 10 121

11- 20% 18 7 75 13 375 20 45 26 10 116
21- 30% 18 6 77 7 201 14 44 30 12 50
31- 40% 27 5 68 1 34 - - - 6
41- 50% 16 2 83 2 58 - - - - 20
51% or More 30 2 68 1 40 - - - - 10
N/A 25 7 68 3 99 - - - - 16

Reputation for Qualify
Not Used 19 3 78 20 595 14 47 30 10 157

1- 5% 14 9 77 2 70 - - - - 20
6- 10% 19 6 76 13 378 16 44 21 19 111

11- 20% 19 6 75 21 638 17 53 22 8 197
21- 30% 19 4 77 19 554 15 43 30 12 169
31- 40% 20 6 74 7 214 18 43 30 9 67
41- 50% 17 4 79 8 227 16 49 27 9 71
51% or More 20 2 78 7 219 10 51 26 13 69
N/A 25 7 68 3 99 - - - - 16

Advertise More Effectively
Not Used 19 4 77 67 1981 16 47 27 11 594

1- 5% 14 5 81 8 236 16 47 23 14 74
6- 10% 20 5 75 14 414 15 50 23 11 125

11- 20% 21 5 74 7 207 10 50 33 8 52
21- 30% 14 2 84 1 43 - - - - 9
31- 40% - - - - 8 - - - - 6
41% or More - - - - 6 - - - 1

N/A 25 7 68 3 99 - - - - 16

Target Customers Missed/Poorly Served
Not Used 19 4 77 54 1581 13 48 26 12 461

1- 5% 15 5 80 7 205 18 51 19 12 67
6- 10% 16 5 79 15 458 18 52 22 8 t 44

11- 20% 20 3 77 13 400 16 40 35 9 118
21- 30% 23 5 72 5 145 16 45 32 8 38
31- 40% 28 5 67 1 39 - - - - 8
41- 50% 33 6 61 1 33 - - - - 14
51% or More 18 8 74 1 34 - - - - 11
N/A 25 7 68 3 99 - - - - 16

Superior Location
Not Used 19 4 77 73 2197 15 47 27 11 666

1- 5% 16 8 76 5 147 17 56 15 12 41
6- 10% 14 7 79 8 252 19 42 25 13 72

11- 20% 22 4 74 6 165 9 59 22 11 46
21- 30% 23 0 77 2 62 - - - - 19
31- 40% _ _ _ _ 25 - - - - 5
41- 50% - - - - 24 - - - - 8
51% or More - - - - 23 - - - - 4
N/A 25 7 68 3 99 - - - - 16
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Better Appearance
Not Used 21 4 75 61 1834 15 4. 26 11 520

1- 5% 11 6 83 7 202 20 48 20 12 65

6- 10% 16 4 80 13 404 18 45 23 14 124

11- 20% 17 4 79 10 290 13 47 31 8 99

21- 30% 18 5 77 4 114 9 47 29 15 34

31- 40% - - - - 22 - - - 10

41- 50% - - - - 22 - - - - 6

51% or More - - - _ 7 _ _ - - 3

N/A 25 7 68 3 99 - - - - 16

Unavailable Product or Service A_

Not Used 19 4 77 66 1956 15 47 27 11 602

1- 5% 13 7 80 4 120 17 44 25 14 36

6- 10% 18 4 78 9 272 17 48 24 11 81

11- 20% 21 4 75 7 223 12 48 22 17 58

21- 30% 26 7 67 4 116 15 37 41 7 27

31- 40% 32 4 64 2 47 - - - - 6

41- 50% 10 4 86 2 71 - - - - 22

51% or More 12 4 84 3 90 10 66 14 10 29

N/A 25 7 68 3 99 - - - - 16

31. For each statement, write the number which indicates the extent to which you agree or disagree

with cach statement:

Statement
a. Comfortable Living Is Enough Success

Strongly Agree 20 6 74 20 592 14 47 31 9 156

Agree 17 4 79 37 1095 15 53 25 8 321

Undecided 20 4 76 11 319 1.3 41 26 21 101

Disagree 19 4 77 20 583 13 49 26 13 191

Strongly
Disagree 20 5 75 10 324 22 38 27 14 93

N/A 27 5 68 2 81 - - - - 15

b. Business Operating Controls in Writing
Strongly Agree 20 5 75 16 471 19 38 29 14 125

Agree 19 6 75 25 742 18 43 23 15 228

Undecided 20 4 76 36 1077 13 50 29 8 313

Disagree 15 3 82 13 373 12 55 25 9 130

Strongly
Disagree 14 4 82 7 217 12 55 23 10 60

N/A 29 5 66 3 119 _ _ _ 21

c. Mom, Comfortable With Technical Problems Than Management Issues
Strongly Agree 19 4 77 13 379 13 49 24 14 106

Agree 20 5 75 25 737 17 50 25 8 211

Undecided 17 3 80 31 919 13 49 26 12 300

Disagree 21 4 75 18 537 11 42 34 13 158

Strongly
Disagree 19 5 76 10 302 26 43 22 10 79

N/A 28 4 68 3 120 - - - - 23
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d. Business Changing Rapidly
Strongly Agree 17 4 79 26 791 15 45 26 14 236
Agree 20 4 76 35 1058 13 45 31 11 321
Undecided 16 6 78 21 620 15 54 21 9 180.
Disagree 24 4 72 10 295 14 44 29 13 85
Strongly

Disagree 18 6 76 4 115 23 65 7 7 31
NjA 27 6 67 4 115 - - - - 24

32. Has your business been assigned a Dun & Bradstreet number?

Possess a D&B Number
Yes 16 4 80 20 598 14 37 34 15 204
No 20 5 75 55 1636 17 49 24 10 461
Don't Know 18 4 78 24 722 12 55 23 10 207
N/A 31 3 67 1 37 - - - - 5

Match to D&B Files
Yes 17 4 79 48 1447 16 43 28 13 441
No 21 4 75 52 1547 15 51 25 9 436
33. What is your sex?

Sex
MAC 18 4 78 7' 2297 15 46 26 13 708
Female 23 6 71 22 665 17 53 27 2 164
N/A 39 3 58 1 31 - - - - 5

34. Are you a racial or ethnic minority as defined by the federal government?

Minority Status
Y-6 30 4 66 6 183 15 57 20 9 46
No 18 4 78 92 2741 16 47 26 11 822
N/A 28 5 67 2 69 - - - - 9

35. What was the total amount of capital invested in your business by the time you madeyour first
sale?

Capital Invested (in 000s)
Under l 5 22 4 74 18 524 11 50 28 11 136
15- 10 22 3 15 14 424 16 48 27 9 113
110- 20 23 6 71 16 470 12 53 28 7 120
120- 50 20 4 76 25 750 14 47 27 12 216
$50- 1CO 13 5 82 15 437 19 46 23 12 167
1100- 250 9 4 87 8 241 18 43 28 11 79
1250- 500 15 5 80 2 69 - - - - 25
$500 or More 19 3 78 1 32 - - - - 10
N/A 26 4 70 1 46 - - - - 11
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36. Of the above amount, please indicate approximately what percentage of the original funds
invested in your firm came from:

Capital Sources
Personal Savings

None
I - 19%

20- 39%
40- 59%
60- 79%
80- 98%
99% or More
N/A

Friends/Relatives
None

1-19%
20-39%
40-59%
60-79%
80-98%
99% or More
N/A

19 6 75 25 733 19 44 26 11 210
17 3 80 13 408 12 59 20 8 129
15 4 81 15 439 16 47 31 6 135
19 3 78 11 330 19 39 29 12 109
24 5 71 5 149 22 42 18 18 45
23 0 77 4 124 16 50 22 13 32
20 5 75 24 707 10 48 28 14 192
24 8 68 3 104 - - - - 25

19 4 77 69 2062 15 47 26 12 613
18 1 8 i 6 166 17 50 21 13 48
19 4 77 7 204 20 59 15 5 59
17 6 77 6 181 14 42 34 10 52
21 4 75 2 73 - - - - 18
15 5 80 3 98 6 59 25 9 32
22 6 72 1 106 23 30 37 10 30
24 8 68 3 104 - - - - 25

Individual Investors (Not Friends/Relatives)
None 19 4 77

1-19% 9 2 89
20-39% 7 0 93
40-59% i 6 7 77
60-79% 6 13 81
80-98% 31 0 69
99% or More 25 8 67
N/A 24 8 68

Government Guaranteed Loans
None 19 4

1% or More 14 4

N/A 24 8

Banks, etc.
None

1-19%
20-39%
40-59%
60-79%
80-98%
99% or More
N/A

Venture Capital Firms
None
1% or More
N/A

90 2664 15 48 26 11 790
1 35 _ _ _ _ 7
1 29 - - - - 7
2 69 - - - - 23
1 31 - - - - 8
1 26 - - - - 9
1 36 - - - - 8
3 104 _ _ _ _ 25

77 94 2797 15 47 27 11 823
82 3 93 21 48 14 17 29
68 3 104 - - - - 25

20 5 75 52 1565 14 46 26 13 448
16 3 81 2 74 - - - - 20
17 4 79 7 196 13 52 26 9 69
19 4 77 9 260 21 46 27 7 83
12 3 85 7 201 20 40 27 13 60
18 3 79 10 311 13 55 25 6 87
21 5 74 10 283 19 48 24 9 85
24 3 68 3 104 - - - - 25

19 4 77 96 2853 16 47 26 11 841
11 3 86 1 37 - _ 11

24 8 68 3 104 - - - - 25
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Supplkrsilhade Credit
None 19 4 77 91 2709 16 47 26 11 796

1-19% 14 2 84 2 73 - 20
20-39% 18 0 82 2 56 - 20
40% or More 15 4 76 7 52 - - 16
N/A 24 8 68 3 104 - 25

Fortner Owners
None 19 4 77 89 2656 16 47 26 11 767

1-19% 25 0 75 1 28 - - - - 9
20-39% 8 6 86 2 50 _ _ 19
40-59% 18 5 77 2 68 3 53 37 7 30 _1
60-79% 21 5 74 1 39 11
80% or More 14 86 2 49 - - 16
ill/A 24 8 68 i 104 - - 25

37. What percent of this business do you (including your spouse and children) own?

Proportion of Ownership
100% 20 4 76 63 1897 14 51 27 8 555
75-99% 20 2 78 3 82 - - - - 23
50-74% 17 5 78 15 460 22 40 23 16 147
25-49% 16 4 80 6 183 25 32 20 22 59
Less than 25% 18 6 76 4 112 17 24 35 24 29
Prefer Not to

Answer 22 4 74 6 181 9 55 25 11 44
N/A 21 6 73 3 78 20

38. What are thc odds of any business like yours succeeding, c.g., 1 chance in 10,2 chances in 10,
etc.?

Odds of Success - Any Business Like Yours
No Chance (0 of 10) - - - ' 8 - - - 1

1 of 10 30 8 62 3 95 - - - 14
2 of 10 23 1 76 5 163 20 58 14 8 50
3 of 10 25 2 73 7 202 14 46 33 8 52
4 of 10 18 3 79 5 163 20 41 22 18 51
5 0(10 18 4 78 29 861 13 46 29 12 272
6 of 10 20 8 72 8 245 15 52 19 14 73
7 of 10 20 3 77 12 328 20 45 29 6 106
8 of 10 17 6 77 12 344 16 46 24 14 108
9 of 10 16 3 81 5 154 9 60 28 4 47
Certain (10 of 10) 16 4 80 10 302 13 47 30 10 78
N/A 20 6 74 4 129 - - - 25 «
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39. What are thc odds of your tiusiness succeeding, e.g., 1 chance in 10, 2 chano:s in 10. etc.?

Odds of Success Your Busiftelts
No Chance (0 of 10)
1 of10 42 5

2 of 10 31 3
3 of 10 39 3

4 of 10 27 9
of 10 27 6

6 of 10 30 4

7 of10 24 3

8 of 10 19 6
9 of10 13 4

Czrtain (10of 10) 15 4

N/A 21 4

13
1 38

66 1 32
58 1 33
64 1 33
67 9 279 9
66 4 111 24
73 9 265 18
75 18 549 16
83 19 568 18

81 33 958 11

75 4 115

53 26
42 24
46 26
48 29
44 25
48 29

12
9

11
8

14
12

40. How important were each of thc following factors in your decision to go into your business?

Reasons for Business Entry
a. Liked tbe Challenge

Very Important (1) 20
(2) 17

(3) 18

(4; 20
Not Important (5) 20
N/A 24

0
7
6
8
8

58
33
74

168
212
283

20

4 76 49 1458 16 48 23 13 411
4 79 24 730 15 47 29 10 242
5 77 14 413 15 49 30 5 132
4 76 4 104 13 59 13 16 32
3 77 4 133 11 29 43 18 28
3 74 5 155 16 38 31 16 32

b. Gain More Respect/Recognition
Very Important (1) 20 4

(2) 17 4

(3) 16 5

(4) 19 5

Not Important (5) 22 5

N/A 23 3

c. Build Sometbing for Family
Very Important (1)
(2)
(3)
(4)
Not Important (5)
N/A

d. Earn Lots of Money
Very Important (1)
(2)
(3)
(4)
Not Important (5)
N/A

76 19 554 17 47 21 15 150
79 22 643 16 A6 28 11 199
79 23 685 14 47 26 12 218
76 13 392 14 55 25 6 122
73 18 531 15 43 30 11 150
74 5 188 16 47 29 8 38

19 4 77 54 1605 15 48 25 12 466
16 4 81 20 590 17 i 7 29 8 186
20 7 73 12 349 17 43 26 13 107

19 2 79 4 140 11 46 39 4 46

26 6 68 5 149 14 62 12 12 42
26 4 70 5 160 20 37 33 10 30

19 4 77 19 557 17 43 25 15 155
18 4 78 27 795 15 54 22 9 247
19 4 77 31 349 15 42 31 12 278
18 5 77 11 331 12 49 26 12 106
20 6 74 6 187 13 57 20 9 54

25 2 73 6 182 22 35 35 8 37
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e. Greater Control Over My Life
Very Important (1) 19 3 78 54 1602 16 49 24 11 456
(2) 18 5 77 24 704 13 46 30 11 242
(3) 23 6 71 11 330 16 46 27 11 89
(4) 13 3 84 2 88 13 55 23 10 31
Not Important (5) 14 7 79 4 110 14 46 25 14 28
N/A 25 3 72 5 159 23 32 32 13 31

1. Fulfill Others Expectations
Very Important (1) 20 6 74 9 269 17 45 22 16 58
(2) 19 4 77 12 357 16 49 25 10 107
(3) 18 4 78 18 531 14 53 25 8 156
(4) 16 4 81 15 433 20 43 27 10 158
Not Important (5) 20 5 75 41 1217 13 48 27 13 360
N/A 23

g. Use Aly Skills and Abilities

3 74 5 186 18 34 34 13 38

Very Important (1) 19 4 77 57 1684 15 47 26 13 480
(2) 18 4 78 24 727 16 48 26 10 242
(3) 19 4 77 9 281 12 48 32 8 84
(4) 16 6 78 2 67 18
Not Important (5) 17 11 72 3 78 23
N/A 24

h. Best Alternative Aurillable

3 72 5 156 20 37 33 10 30

Vcry Important (1) 21 5 74 8 223 23 40 28 9 75
(2) 19 3 79 5 168 13 55 18 15 55
(3) 17 6 77 14 413 15 52 23 11 133
(4) 20 7 73 10 303 18 47 29 6 85
Not Important (5) 19 3 78 56 1679 14 47 27 12 490
N/A 24 3 73 7 207 18 39 36 8 39

I. Live ;Mere/How I Lae
Very important (1) 18 4 78 32 943 14 48 2t' 12 264
(2) 18 5 77 20 594 15 51 26 9 200
(3) 18 5 77 19 554 20 47 26 7 164
(4) 18 5 77 8 244 11 49 25 15 80
Not Important (5) 22 74 16 475 16 42 27 14 132'
N/A 25 72 5 183 19 41 30 11 37

What is your form of business? (From membership data)

Form of Business
Proprietorship 20 4 76 58 1723 13 63 27 6 483
Partnership 19 6 75 13 376 23 10 26 12 105
Corporation 17 5 78 29 879 17 26 25 19 284
N/A - - - 8 5
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The unemployment rate of the state if! nikh the business was located at the tioe the business was
formed (1984). (Attached to the t le from B1S data.)

Economic Climate (Unemployment Rate) at Formation
Less than 5% 17 3 80 8 249 10 46 32 12 68
5.1%so 6.0% 24 5 71 21 620 18 47 25 10 156
6.1% to 7.0% 17 S 78 16 491 18 51 22 9 145
7.1%so 8.0% 17 5 78 23 701 16 45 28 11 225
8.0% to 9.5% 17 4 79 23 674 15 43 29 13 207
9.6% or More 22 4 74 9 259 8 65 17 10 76

The change in the unemployment rate a the state in which the business was located between the
formation of the business (1984) and the following thre.. years (1987). (Calculated from BLS data
and attached to the file.)

Change in the Economic Climate (Unemployment Rate)
Decreased

33% or More 18 4 78 10 305 12 37 36 15 93
25% to 32% 16 5 79 29 872 14 45 29 12 260
10% to 24% 1- 5 78 25 747 15 51 23 12 247

No Change
(+10% to 10%) 21 3 76 15 444 17 55 22 6 109

Inavased
10% or More 24 5 71 21 626 20 47 25 8 166
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1. About how many hours per week do you work for the firm?

Hours Worked
Less than 40 Hours 12 3 85 6 74 21 52 19 7 42
40-49 Hours 8 2 90 14 167 18 55 18 9 82
50-59 Hours 7 2 91 28 330 12 49 25 13 178
60-69 Hours 7 2 91 31 373 13 44 31 12 211
70-79 Hours 4 1 95 12 142 13 40 32 15 72
80 Hours or More 10 0 90 8 90 22 39 29 8 41
N/A - - - 1 14 - - - _ 3

2. About how many hours per week in total do unpaid family members work?

Unpaid Family Hours
1-9 Hours 8 92 13 156 13 48 26 12 91
10-19 Hours 10 1 89 12 136 13 52 26 5 66
20-29 Hours 6 4 90 7 82 8 50 21 21 38
30-39 Hours 3 3 94 5 63 20 37 23 20 30
40 Hours or More 8 2 90 14 168 22 53 22 4 79
None/NA 7 1 92 49 585 13 45 29 13 324

3. On average how many full and part-time employees do you have (including yourself)?

Employment Size (2 part-time = 1 fulkime)
Less than 2 12 1 87 20 234 14 71 12 3 112
2-3 9 1 90 20 239 12 57 30 1 122
3-6 6 3 91 33 398 14 40 37 9 205
6-10 3 1 96 14 167 9 43 25 23 96
10 or More 5 1 94 13 151 26 23 21 30 96
N/A - - - 1 - - - 0

4. Were any of the employees added in the last twelve months hired as managers or supervisors of
other employees in your firm?

Hired Supervisors/Managers Last 12 Months
Yes 10 2 88 17 197 14 40 26 20 103
No 6 1 93 64 761 16 42 31 12 410
No Employees

Added 10 1 89 18 211 I I 72 14 3 110
N/A - - - 1 21 - - - - 6

5. Are other iull-time partners or investors (other than yourself) now Involved in your busincss?

Others Now Involved
None 8 I 91 72 861 14 49 26 10 453
Yes. One -, 2 91 24 287 1 5 44 28 14 158
Yes. 1Wo or More 6 94 3 34 - - - - 17
N/A - - - 1 8 - - - - 1
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6. About what were your firm's gross sales or revenues during the last twelve months or during the
last fiscal year?

Last Year's Gross Saks (in 000s)
Less than $50 15 1 84 13 156 16 67 16 1 80
$50-99 11 2 87 20 233 10 57 32 1 108
$100-199 4 2 94 23 273 17 41 33 19 144
$200-349 5 1 94 15 171 13 47 26 14 91
$350-499 9 91 7 87 16 40 21 23 57
$500-749 7 94 6 77 17 38 28 17 47
$750-999 3 3 94 3 30 - - - - 14
S1000-2999 3 3 94 6 73 16 28 16 30 43
$3000 and Over - - - 1 13 - - - - 10
N/A 4 3 93 6 77 11 72 11 6 35

7. How large do you expect pur gross sales to be in one year!

Expected Gross Sales Next Year (in 000s)
Less than $50 13 2 85 8 98 17 61 15 7 46
$50-99 13 87 14 167 16 60 23 1 80
$100-199 7 2 91 23 270 15 50 31 4 132
$200-349 4 1 95 17 201 13 39 37 11 117
$350-499 3 1 96 7 88 11 51 22 16 55
$500-749 11 1 88 7 82 20 39 19 22 46
$750-999 2 98 4 51 13 34 28 25 32
S1000-2999 3 2 95 9 106 14 32 32 22 57
$3000 or More 9 91 2 23 - - - - 15
N/A 11 2 87 9 104 21 30 8 31 48

8. Comparing the total assets of the firm today to total assets of the firm twelve months ago, about
how much have total firm assets changed during the last twelve months?
8a. If "increased' or "decreased" by approximately what percentage?

Change in Total Assets Last 12 Months
Increase 5 1 94 62 737 13 43 31 13 404

More than 50% 8 1 91 7 85 7 32 32 29 45
26-50% 7 93 14 164 12 39 36 14 87
0-25% 4 1 95 38 456 13 48 30 9 254
No Answer 100 3 32 - - - - 18

Same 8 3 89 29 351 18 54 20 9 188
Lower 24 4 72 8 90 30 47 13 10 30
N/A - - - 1 12 - - - - 7

9. Which of the following have been major sources of new funds during the past twelve months'

Most Important Source of New Funds

Business Emnings
First 6 1 93 52 609 13 45 3o 13 329
Second 8 2 90 13 157 7 48 24 11 90
Third or More 9 91 4 57 13 55 19 13 31
Not Used 9 2 89 24 282 16 50 24 10 136
N/A 12 88 7 84 17 46 24 13 46
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Last Years Owners/Investors
First 11 3 86 8 91 17 52 17 14 42
Second 7 1 92 10 113 15 46 27 3 68
Third or More 11 2 87 5 63 16 48 18 18 38

ot Used 6 2 92 70 836 14 47 29 10 437
N/A 12 88 7 84 17 46 24 13 46

New Owners/Investors
Used 10 1 89 7 81 19 34 26 21 43
Not Used 7 2 91 86 1023 14 48 27 11 542
N/A 12 88 7 84 17 46 24 13 46

Bank Loans
First 9 1 90 16 184 19 50 21 10 99
Second 10 1 89 18 204 18 36 32 14 106
Third or More 6 94 6 81 5 53 26 16 38
Not Used 6 2 92 53 635 13 49 27 11 342
N/A 12 88 7 84 17 46 24 13 46

Dude Credit/Payables
First 7 2 91 6 186 11 50 29 10 98
Second 4 1 95 19 229 13 51 28 8 119
Third or More 4 2 94 10 115 12 39 29 20 65
Not Used 9 7 89 49 574 17 46 25 12 303
N/A 12 92 6 84 17 46 24 13 46

10. During the last twelve months, have you made major changes in the nature of your busint. ss?

a Added New Products/Services
Yes 8
No 7

N/A 7

b Dropped Products/Services
Yes 11

No 7

N/A 4

c Moved Business Location
Yes 10
No 7
N/A 5

d. Added Branc..es/Locations
Yes 8
No 8
N/A 5

c Changed Business Name
Yes 17
No 7

N/A 7

36

1 91 50 591 14 45 28 13 304
1 92 45 540 15 49 26 10 302
1 92 5 59 - - 23

2 87 19 230 22 42 24 12 111
1 92 70 835 13 48 28 11 464
2 94 11 125 19 46 19 16 54

1 89 12 139 16 42 27 16 64
2 91 79 936 14 48 28 10 512
2 93 9 115 23 42 14 21 53

0 92 6 75 5 34 30 32 44
1 91 83 984 15 48 27 10 527
3 92 11 131 22 47 17 14 58

2 81 5 59 5 43 24 29 21
1 92 80 952 15 48 28 10 528
3 90 15 177 19 41 21 19 80
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f. Cbanged Relative Prices
Higher 7 1 92 16 194 26 38 25 11 100
No Change 7 1 92 62 734 12 49 27 12 417
Lower 14 3 83 14 162 14 55 24 7 71
N/A 4

g. Cbanged Advertising

3 93 8 100 14 39 31 16 41

More 7 1 92 32 379 12 46 32 10 220
No Change 7 1 92 45 527 15 46 24 14 295
Lcss 10 1 89 17 197 20 55 22 3 79
N/A 6

h. Cbanged Floor Space

4 90 6 87 20 40 20 20 35

Added 7 1 92 21 249 7 42 28 23 123
No Change 7 2 91 69 815 15 49 27 9 449
Reduced 15 0 85 2 34 33 53 13 0 15
N/A 8 2 90 8 , _ c3 47 19 16 42

11. During the past twelve months, clui any of the following hurt the development and performance
of your business?

Hurt Sales in Last 12 Months
a. Markt,' Decline

Serious (5) 19 1 80 9 108 23 57 16 5 44
(4) 9 0 91 9 101 20 44 24 12 50

(3) 3 1 96 14 165 22 47 25 6 10;
(2) 6 4 90 12 144 15 46 26 13 61
Not Serious (1) 6 1 93 52 623 10 46 30 14 349
N/A 10 2 88 4 49 - - - - 22

b. Compaitive Pressures
Serious (5) 13 1 86 5 64 19 54 19 8 37
(4) 8 3 89 9 112 19 50 19 12 58

(3) 7 2 91 22 262 14 42 30 14 132
(2) 6 2 92 22 28 15 47 25 12 137
Not Serious (1) 7 1 92 38 447 14 47 29 10 249
N/A 13 2 85 4 47 - - - - 16

c. Co3t/Quality ofLabor
Serious (5) 13 2 85 5 61 36 36 15 12 3i
(4) 9 0 91 8 99 15 40 32 13 53

(3) 7 2 91 15 183 11 43 37 9 102
(2) 6 1 93 21 246 15 41 27 18 138
Not Scriouh (1) 7 2 9 '. 46 55 14 53 24 9 283
N/A 9 3 88 5 56 - - - - 20

d. Cost/Quality of MaterPris
Serious (5) 6 4 90 4 47 17 63 17 3 30
(4) 11 1 88 9 112 25 46 ZO 9 59

(3) 9 2 89 21 253 14 43 29 14 126
(2) 7 2 91 23 271 15 47 31 9 148
Nut Serious (1) 6 1 93 38 447 13 i7 27 14 244
N/A 8 2 90 5 60 - - - 22

4 4
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e. Family Demands/Health Problems
Serious (5) 33 5 62 3 39 22 67 0 11 9
(4) 11 2 87 6 75 15 58 25 3 40 :

(3) 10 0 90 11 134 20 46 23 10 69 ,
(2) 7 1 92 13 151 17 44 29 10 87
Not Serious (1) 5 2 93 62 727 13 46 28 13 400 ;

.?N/A 8 3

f. Getting Credit/Finance

89 5 64 - - - - 24

Serious (5) 15 4 81 8 100 32 24 32 12 41
(4) 12 1 87 6 75 11 54 29 6 35 ---:-

(3) 12 2 86 12 146 13 60 17 11 72
(2) 7 2 91 12 149 15 48 26 11 80
Not Serious (1) 5 1 94 56 653 14 46 29 12 375 ..

N/A 4 3 93 6 67 15 58 12 15 26

12. How is yourbusiness doing today compared to the expectations you had for your business a year

ago?

How Are Compared to Expected

a. Sales
Higher 3 1 96 27 321 6 45 32 16 185
Same 5 2 93 43 509 17 44 28 11 281
Lower 15 1 84 29 351 20 54 17 9 161

N/A

b. Profits

- - - 1 9 - - - - 2

Higher 2 2 96 15 173 4 44 32 20 94
Same 5 1 94 44 523 15 47 27 11 290
Lower 12 1 87 40 473 19 48 24 9 239
N/A

c. Satafaction

- - - 1 21 - - - - 6

Higher 2 1 97 21 249 9 47 27 17 142
Same 5 2 93 44 526 15 44 30 :1 298
Lower 13 2 85 33 393 18 52 21 9 182
N/A - - - 2 22 - - - - 7

13. III what areas have you experienced more or less glicncuity than you had expected when you
became owner or principal manager of your business?

Experienced More (Less) Difficulty Than Expected
a. Developing Sales

More (5) 19 2 79 12 145 23 37 28 12 65
(4) 9 1 90 17 203 17 51 21 11 105

(3) 6 94 29 345 18 44 28 11 17"
(2) 4 1 95 19 227 10 47 29 15 136
Less (1) 5 2 93 21 245 9 52 28 11 136
N/A - - - 2 25 - - - - 10
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b. Wing/Managing People
More (5) 11 1 88 12 141 19 41 24 16 70
(4) 5 2 93 17 196 11 44, 29 15 105
(3) 7 1 92 26 311 11 47 29 14 182
(2) 7 I 92 17 207 21 43 28 8 120
Less (1) 9 2 89 23 271 15 50 26 10 121
N/A 2 98 5 64 15 75 10 31

C. Accounting/Reconi Keeping
More (5) 6 1 94 12 145 16 44 32 9 69
(4) 6 1 94 17 197 11 44; 30 16 1121
(3) 7 1 92 AO 359 15 49 25 II 2021
(2) 9 1 90 20 234 20 39 27 14 1321
Ixss (1) 9 3 88 19 224 13 55 22 10 1011
N/A 3 3 94 2 31 - - - - 13

d. Getting Loans/Financing
More (5) 14 2 84 13 159 25 28 34 12 67
(4) 7 2 91 11 128 16 52 22 12 69
(3) 6 1 24 288 13 50 22 15 159
(2) 7 93 19 232 19 42 29 11 137
1.ess (1) 6 2 92 27 311 8 54 29 10 157
N/A 6 1 93 6 71 15 54 23 8 40

e. Responding to Competitors
More (5) 21 3 76 2 33 - - - - 17
(4) 8 0 92 8 92 15 55 25 6 53
(3) 8 1 91 34 396 1.) 45 25 14 213
(2) 3 Z 95 25 294 20 4 t 28 12 170
Less (1) 10 1 89 27 327 8 51 29 13 158
N/A

f Controlling Costs

7 5 88 1 48 - - - - 18

More (5) 6 1 9i 11 136 15 44 27 15 68
(4) 9 ! 90 25 297 16 48 26 .I1 155
(3) 6 , 92 33 388 15 48 26 11 23-
(2) 8 2 90 20 234 19 41 26 15 124
Less (1) 8 1 91 9 110 2 56 33 9 45
N/A - - - 2 25 - - - - 7

g. Contndling Inventories
More (5) 3 4 93 6 74 21 45 29 5 38
(4) 7 1 92 18 216 17 46 27 10 117
(3) 8 1 91 31 372 17 47 25 11 206
(2) 7 1 92 22 265 11 44 30 15 143
Less (1) 10 1 89 19 221 12 51 24 14 109
N/A 5 5 90 4 42 - - - - 16
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h. Planning/Strategy
Moir (5) 3 2 95 7 80 18 42 26 13 38
(4) 8 1 91 19 227 11 53 29 7 122

(3) 8 1 91 31 403 17 42 27 14 223
(2) 8 1 91 22 267 18 47 23 12 141

Less (1) 7 3 90 14 164 9 49 28 13 85
N/A 7 93 4 49 - - - - 20

I. Dealing With Suppliers
Morc (5) 17 0 83 4 54 13 47 22 19 32

(4) 7 1 92 9 106 18 57 18 7 60

(3) 8 1 9! 30 357 11 45 29 15 192
(2) 10 1 89 24 280 19 44 30 8 156

Less (1) 5 2 93 29 344 14 48 26 13 168

N/A 1 1 98 4 48 _ _ _ _ 21

I. Cost of Government Regulation/Red Tape
More (5) 7 1 92 33 391 14 43 27 16 206
(4) 7 2 93 21 254 14 46 31 9 137

(3) 6 3 91 24 284 16 49 26 10 165

(2) 9 91 10 118 22 41 24 14 59
Less t. 1 ) 13 0 87 9 108 10 60 20 10 50
N/A C. 3 91 3 35 - - - - 12

14. Think about your r :imary competitor, that firm your curomers would go to if or when they do
not buy from you. Which of the following would best describe your major competition?

Major Competitor
Same Size 6 1 93 17 206 14 51 25 9 118
1-5 Tinles Larger 8 1 91 34 397 11 48 30 11 204
More than 5 Times

Larger 6 3 91 25 302 1t. 44 27 13 157

Unknown 9 I 90 23 270 18 46 22 14 147
N/A - - 1 14 - - - 3

15. From the list below, how would you describe your business strategy?

Business Strategy
Low,- Prices

Not Used 7 1 92 49 578 13 43 31 !.2 328
Less than 5% 3 5 92 7 79 19 40 24 17 42
6-10% 6 94 12 146 13 48 29 10 79
11-20% 8 2 90 13 149 14 54 21 12 78
21-30% 11 3 86 8 92 15 66 17 2 41

31-40% 15 85 3 34 - - - - 17

41-50% 5 3 92 3 39 - - - - 19

51% or More 13 87 3 39 - - - - 15

N/A 12 6 82 2 34 - - - - 13

40 P4
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Better Service
Not Used 10 1 89 10 114 22 41 213 11 46
Less than 5% 24 76 1 17 - - - - 7
6-10% 4 3 93 6 75 13 67 13 7 45
11-20% 9 1 90 18 213 12 50 25 13 112
21-30% 7 1 92 21 245 16 44 32 9 128
31-40% 6 1 93 13 149 13 48 23 11 79
41-50% 5 2 93 15 180 19 52 33 13 112
51% or More 7 2 91 14 163 19 32 33 16 90
N/A 12 6 82 3 34 - - - - 13

More Choices/Selection
Not Used 8 1 91 56 664 16 47 26 11 357
Less than 5% 6 3 91 5 63 3 53 31 13 32
6-10% 5 1 94 14 160 15 44 29 13 87
11-20% 9 91 12 147 15 51 18 16 76
21-30% 3 1 96 6 69 15 41 39 5 39
31-40% 11 4 85 2 27 - - - - 16
41% or More 12 3 85 2 26 - - - - 12
N/A 12 6 82 3 34 - - - - 13

Reputation for Quality
Not Used 9 2 89 16 91 13 53 27 7 97
Less than 5% - - - 7 25 - - - - 9
6-10% 4 96 10 123 10 52 22 16 68
11-20% 7 1 92 23 269 19 39 29 13 151
21-30% 10 2 88 20 233 15 47 28 10 127
31-40% 5 3 92 11 132 16 50 24 11 76
41-50% 7 1 92 9 10- 10 50 26 14 50
51% or More 4 96 6 76 10 42 37 12 41
N/A 12 6 82 3 34 - - - - 13

Admrtise More Effectibely
Not Used 7 1 92 63 751 15 46 26 13 405
less than 5% 8 1 91 9 109 11 45 31 13 54
6-10% 6 94 13 151 13 50 32 5 78
11-20% 9 1 90 9 100 11 56 22 11 54
21% or More 18 2 80 3 45 16 53 21 11 28
N/A 12 6 82 3 34 - - - - 13

Target Customers Missed/Poorly Served
Not Used 8 2 90 57 676 15 46 26 13 405
Ixss than 5% 8 1 91 8 92 17 40 30 13 47
6-10% 4 1 95 14 166 10 48 30 13 95
11-20% 5 1 93 13 149 16 45 29 10 82
21% or Mom 8 2 90 6 73 11 70 29 0 27
N/A 12 6 82 2 34 - - - - 13

4 1
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Superior Location
Not Used 7 2 91 80 954 14 48 27 11 517

brss than 5% 8 92 5 60 14 45 31 10 29

6-10% 5 2 93 5 61 13 55 18 13 38

11-20% 15 85 5 54 24 29 29 19 21

21% or More 100 2 27 - - - - 14

NA 12 6 82 3 34 - - - - 13

Better Appearance
Not Used 8 2 90 59 696 15 45 28 12 370

LessIthan 5% 5 1 96 8 93 11 64 19 6 47

6-10% 5 2 93 15 175 13 48 28 11 99

11-20% 8 92 11 131 15 47 26 12 74

21% or More 3 2 95 5 61 10 49 31 10 29

NA 12 6 82 2 34 - - - - 13

Unamilable Product or Service
Not Used 7 1 92 62 740 14 47 28 11 408

Lem than 5% i 1 1 88 6 72 15 50 26 9 34

6-10% 5 2 93 13 147 14 51 25 11 81

11-20% 6 94 9 104 19 54 14 14 52

21-30% 14 2 84 4 44 10 29 43 19 21

31% or More 14 4 82 4 49 - - - - 23

N/A 12 6 82 3 34 - - - 13

16. Wtat am the odds of any buMnemiat yours wareding, e g , 1 chance in 10, 2 chananAn 10,

etc.?

Odds of Success Any Business Like Yours

No Chance (0) - - - 5 - - - 1

(1) 9 92 5 58 18 43 32 7 28

(2) 3 3 94 9 106 19 41 29 10 58

(3) 8 92 12 137 8 45 28 19 75

(4 ) 8 3 89 8 90 10 47 31 12 51

(5) 8 1 91 30 358 15 44 26 15 196

(6 ) 7 2 91 9 107 20 53 20 8 51

(7) 5 1 94 9 110 12 53 27 8 Go

(8) 5 95 8 96 12 52 29 7 58

(9) 14 2 84 3 37 .... - - - 17

Ctrtain (10) 11 89 4 44 - - - - 18

N/A 1 2 5 83 3 42 - - - - 16

17. What arc the odds of your business succeeding, c g.. 1 chance in 10, 2 chances in 10. etc.?

Odds of Success Your Business
No Chance (0) - - - 1 - - - - 1

(1) 19 3 78 2 27 - - - - 7

(2) - - - 1 19 - - - - 5

(3) 28 72 2 29 - - - - 13

(4) 15 85 2 26 - - - - 11

(5) 8 2 90 12 136 22 44 27 8 64
(6) 8 1 91 5 63 19 60 8 14 37

4 2
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(7) 9 2 89 11 126 12 48 25 15 65
(8) 7 2 91 20 234 14 43 29 13 120

(9) 4 96 19 220 17 45 30 9 127
Certain (10) 4 1 95 22 257 9 44 32 14 153
N/A 9 4 87 4 52 15 54 11 15 26

18. During thc next five years, how
are trying to serve:

much average change per year do you expect in the markct you

Expected Change in
a. Customers

20% Increase 7 1 92 23 276 13 38 31 18 133
11-20% Increase 8 1 91 26 305 12 43 35 11 162
3-10% Increase 7 1 92 32 369 16 53 23 9 213
Unchanged 5 2 93 9 108 19 42 23 16 64
Decrease 10 90 5 57 7 67 17 10 30
Unknown 15 6 79 3 38 - - - - 20
N/A

b. Competitors
20% Increase

7

8

4

3

89

89

2

5

27

65

-

10

-

32

-

32

-

26

7

31

11-20% Increase 9 4 87 8 90 12 49 22 18 51

3-10% Increase 9 1 90 24 287 11 44 33 12 158
Unchanged 7 1 92 3- 443 19 46 27 9 241

Decrease 8 1 91 I 1 133 14 49 28 10 72
Unknown 5 2 93 12 141 13 58 16 12 67
N/A

c. Sales

-, 3 90 3 31 - - - - 9

20% Increase 6 1 93 11 133 8 40 31 21 62
11-20% Increase 11 1 88 17 207 11 49 30 10 110
3-10% Increase 6 2 92 34 404 17 46 27 10 227
Unchanged 8 2 90 18 209 15 45 28 12 120
Decrease 4 1 95 6 73 19 53 19 9 3

Unknown 8 2 90 1 1 125 17 54 15 14 65
N/A 5 3 92 3 39 - - - - 13

19. What sources of information or assistance have been most important to you in running your
busincss during the last twelve months?

Information from:
a. Accountant/Bookkeeper

Vcry Important 6 2 92 44 528 15 42 30 13 283
Some Importance 7 1 92 31 370 14 51 23 13 200
Little Importance 10 2 88 12 145 12 48 31 9 75
Not Used 10 I 89 10 113 16 55 23 5 56
N/A

b. Frtends/Relattves

9 3 88 3 34 - - - _ 15

Very Important 9 1 90 15 177 9 51 31 8 96
Some Importance 7 2 91. 27 322 17 44 30 9 162
Little Importance 7 2 91 29 349 16 51 22 11 195
Nct Used 8 1 91 25 294 12 41 29 18 157

N/A 6 2 92 4 48 - - - - 19
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c. Other Business Owners
Very Important 11 1 88 15 178 13 49 32 7 88
Some importance 7 1 92 42 495 17 48 :1,5 11 263
Little Importance 5 2 93 24 283 16 44 27 13 165
Not Used 10 2 88 16 187 7 48 29 16 94
N/A 4 4 92 3 47 - - - - 19

d. Government Programs/Sources
Vcry Important 8 3 89 3 37 18 46 23 14 22
Somc Importance 6 1 93 9 110 12 56 20 12 59
Little Importance 8 I 91 26 313 17 48 26 9 174
Not Used 7 2 91 54 634 14 44 30 13 328
N/A

c. Bankers

8 2 90 8 96 16 58 12 14 46

Very Important 8 1 91 18 212 13 42 30 15 119
Somc Importance 7 1 92 31 369 14 53 25 8 193
Little Imporunce 7 3 90 25 292 15 43 28 15 158
Not Used 8 1 91 22 267 17 46 27 9 139
N/A

f. Bade Associations

6 4 90 4 50 - - - - 20

Very Important 4 I 95 11 129 9 57 27 7 68
Some Importance 8 3 89 31 367 15 49 22 14 212
Little Imporunce 6 1 93 27 320 17 42 29 I I 170
Not Used 10 1 89 27 31' 12 42 33 12 153
N/A

g. lauryers

4 4 92 4 57 2 1 69 4 26

Very Important 8 t 91 8 93 9 42 38 I 1 53
Some Importance 8 1 91 22 259 18 47 19 17 142
Little Importance 5 I 94 3 I 372 I 2 47 29 12 217
Not Used 9 2 89 35 413 16 49 28 8 194
N/A 8 3 89 4 53 - - - - 23

h. Books, Generally Available Manuals
Very lmporunt 7 2 91 18 213 13 52 32 3 99
Some Importance 7 2 91 36 433 16 42 30 12 240
Little haportance / 1 92 25 299 13 51 21 15 177
Not Used 10 90 17 196 14 45 26 16 94
N/A 4 4 92 4 49 - - - - 19

1. Franchisors/Suppliers
Very Important 5 2 93 25 304 16 49 26 8 178
Some Importance 10 1 89 29 347 13 45 31 11 177
Little Importance 6 1 93 19 223 12 50 22 16 127
Not Used 8 2 90 22 263 17 42 28 14 126
N/A 9 2 89 4 53 _ _ _ _ 1

I. Courses/Seminars/Workshops
Very Important 7 1 92 16 189 9 44 37 I I 93
Some Importance 7 2 91 25 292 18 48 24 11 166
Little Importance 4 2 94 20 239 16 46 25 13 137
Not Used 10 1 89 34 406 13 46 28 12 203
N/A 5 i 92 4 64 23 62 10 6 30

44
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20. What factors do you feel motivate employees the most?

Employee Motivations:
a. Personal/hiend# Relations

Very Important
(1) 6 1 93 43 503 16 44 30 10 260
(2) 9 2 89 29 344 10 46 31 13 197

(3) 8 2 90 17 202 17 50 16 16 104
(4) 8 2 90 4 48 - - - - 24
Not Important (5) 7 4 89 2 28 - - - - 12

N/A 8 I 91 5 65

b. Good irbges

28 57 9 6 32

Very Important
(1) 6 1 93 38 448 15 48 25 12 242
(2) 9 1 90 36 424 16 43 27 14 230

(3) 8 2 90 18 219 9 53 31 7 108
(4) 11 0 89 2 27 - - - - 16

Not Important (5) - - - 1 13 - - - - 6
N/A 5 2 93 5 59

c. Extensive Fringe Benefits

a, 63 7 4 27

Vcry Important
(1) 8 2 90 10 124 10 58 20 60
(2) 8 1 91 21 254 17 46 22 15 141

(3) 7 1 92 35 410 13 46 29 12 206
(4) 8 1 91 18 211 13 44 33 11 128
Not Important (5) 9 2 89 10 1:1 19 43 32 6 63
N/A 7 3 90 6 70

d. Shared Decisions/More Responsibility

26 62 6 6 31

Very Important
(1) 8 1 91 29 347 13 48 26 13 176
(2) 5 2 93 35 405 14 49 28 9 214

(3) 10 2 88 21 250 13 43 32 12 140
(4) 11 I 88 6 74 18 39 25 18 44
Not Important (5) 2 2 96 4 47 - - - - 21

N/A 6 3 91 5 67

c. Close Supervision

29 56 3 12 34

Very Important
(1) 9 91 14 168 15 48 24 13 87
(2) 6 2 92 16 196 13 46 24 17 111

(3) 7 2 91 30 356 14 46 29 11 190
(4) 5 5 93 22 258 18 42 29 11 142
Not Important (5) 12 1 87 12 139 9 54 30 7 69
N/A 7 3 90 6 73 25 60 9 6 32
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f. Profit-Sharing
Vcry Important

(I) 6 1 93 7 83 8 ,1 31 10 39
(2) 9 91 14 169 14 43 24 20 96
(3) 7 2 91 22 257 13 46 30 11 143
(4) 7 2 91 17 206 14 46 29 11 112
Not Important (5) 8 1 91 32 383 16 47 27 10 195
N/A 8 3 88 8 92 25 59 9

g. Learning New Skills

7 44

Very Importam

( I) 8 I 91 28 333 12 44 32 I I 161
(2) 6 2 92 32 381 15 48 26 12 223
(3) 8 1 92 21 248 15 47 24 14 136
(4) 10 1 89 7 87 12 52 29 7 42
Not Important (5) 10 4 86 6 72 14 43 29 14 35
N/A 7 1 92 6 69 31 57 9 3 32

21. Approximately how much of your time is allocated to the following activities.

Percent of Time Spent on
Dealing With Employees

None 12 88 18 208 14 65 17 4 103
1-3% 2 91 6 75 9 66 21 5 44
4-6% '7 93 18 215 17 44 31 9 126
7-9% - - - 2 20 - - - - 13
10-12% I 92 2" 318 10 42 3! 16 177
13-15% 5 2 93 5 61 17 50 28 6 36
16-25% 8 3 89 13 154 28 31 24 18 80
26-50% 5 1 94 9 107 I I 4 1 23 25 44
51% or More - - I I - - - 3
N/A - - - 2 7 1 - - - - 6

Record Keeping
None 12 2 86 13 152 1 ' 43 2' 13 70
1-3% 5 3 92 5 63 61 23 10 31
4-o ., ' I 92 21 248 14 51 28 8 146
7-9% 1 14 - _ - 8
10-12% 6 I 93 2' 316 I I 46 27 16 166
13-15% 10 90 6 68 16 41 39 5 44
16-25% 2 91 16 186 22 42 24 12 109
26-50% 9 4 88 9 102 13 49 24 13 45
51% or More - - - 1 20 - - - - 7
N/A - - 1

71 - - - - 6

r
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YEAR MVO
Discon-
tinued Sold

Sur-
vived Row % 14' Decline Stable Expand Grow N2

1btal 7% 2% 91% 100% 1190 15% 48% 26% 11% 629

Selling/Customer Contact
None 6 3 91 7 78 21 46 25 8 48

- - - 1 19 - - - 13
4-6% 5 4 91 6 67 22 39 30 9 33
7-9% - - - 9 - - - - 6
10-12% 7 2 91 I 5 79 13 48 23 16 92
13-15% 6 4 90 4 48 19 42 27 12 25
16-25% 8 2 90 20 240 20 37 26 18 136
26-SO% 7 I 92 31 366 9 51 31 9 186
51% or More 7 I 92 14 163 12 58 27 4 86
N/A 2 21 - - - - 6

Actual Production/Service Provision
None 8 I 91 32 385 13 47 27 13 207
1-3% 14 86 3 35 - - - - 12
4-6% 4 96 10 I 14 17 47 23 I.' 53
7-9% - - 8 - - - - 7
10-12% 8 2 90 14 166 23 42 24 11 91
13-15% 9 9 I 3 33 - - - - I 7
16-25% 3 3 94 8 93 13 40 32 I 5 47
26-SO% ' 3 90 17 206 13 48 32 7 113
5 I% or More 9 / 89 I I 129 I I 56 27 6 79
N/A - - - 2 21 - - - - 6

Maintenance of Plant, etc
None 7 2 91 31 359 1 7 38 28 17 194
1-3% 9 2 89 I I 131 14 50 29 7 70
4-6% 7 I 92 29 349 14 51 26 9 190
7-9% - - 1 I I - - - 7
10-12% 9 1 90 17 202 12 SO 26 12 100
13-15% 4 96 2 27 - - - - 19
16-25% '7

1 92 5 61 16 50 34 0 32
26-50% - - - 2 25 - - - - I 2

5 I% or More - - - 4 - - - 2

N/A - - 2 / I - - - - 6

Purchasing/Dealing with Suppliers
None 7 91 15 173 17 45 24 15 89
1-3% 9 91 9 105 12 54 25 10 52
4-6% 6 2 92 26 303 10 55 27 7 168
7-9% - - - I 13 - - - - S

10-12% 8 2 90 27 313 18 43 26 14 171
13-15% 14 86 5 57 13 34 34 I ,) 32
16-25% 8 I 91 12 146 21 36 29 14 77
26-50% 4 2 94 4 47 - - - - 26

I% or More - - 12 - - - 6
N/A / 21 - - - 6
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YEAR TWO
Discon-
tinued Sold

Sur-
vived Row % N' Decline Stable Expand Grow Nz

Total 7% 2% 91% 100% 1190 15% 48% 26% 11% 629

Cash Management/Arranging Finance
None 6 1 93 2" 326 12 49 32 7 164
1-3% 9 3 88 11 128 12 52 26 10 73
4-6% 8 2 90 23 264 14 52 22 11 143
...9% - - - I 17 25 25 38 13 8
10-12% ' 1 92 1 249 17 41 27 15 144
13-15% 9 91 5 53 13 38 33 17 24
16-25% 8 3 89 8 91 19 45 23 13 47
26-50% 9 .., 91 3 35 25 25 25 25 20
51% or More - - - 6 0 67 0 33 3
N/A - - - 1 21 - - - - 6

Planning Grotetb/('bange
None 8 1 91 30 355 13 55 26 6 180
1-3% 10 5 85 e 103 I 1 4" 35 7 55
4-6% 5 1 94 26 312 13 51 '6 10 176
--9% - - - 1 12 - - - - 7
10-12% 1 92 20 233 14 38 28 20 131
13-15% -, 93 4 41 - - - - 24
16-25'1, I ' 4 84 6 "4 31 31 22 17 36
26-50% 1 ) 3 85 3 34 - - - - 16
51% or More - - - 5 - - - - 1

N/A - - - 1 21 - - - - 6

22. If Ion had enough monel to In e as comfortaiill as wu would like for the rest of your life, would
you continue to work or would you stop working?

Continue to Work If Comfortable
Yes

No
N/A

9
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YEAR THREE

Summary Tables

Discon- Sur-
tinued Sold vived Row % N' Decline Stable Expand Grow N2

Total - - 100% 100% 8'7 15% 48% 26% 11% 877

1 About how many hours per week do you work for the firm%

Hours Worked
1-39 - - 100 6 57 18 49 18 16 57

40-49 - - 100 15 128 17 54 27 2 128

50-59 - - 100 29 251 14 51 22 12 251

60-69 - - 100 32 280 14 45 29 12 280

70-79 - - 100 10 91 12 41 32 15 91

80 or More - - 100 7 62 21 40 27 11 62

N/A - - 100 1 8 - - - - 8

2. About how man, :lours per week in total do unpaid family members work%

Unpaid Family Hours
1-9 - - 100 13 109 11 43 33 13 109

10-19 - - 100 11 95 12 53 23 13 95

20-29 - - 100 9 '8 15 54 23 8 78

30-39 - - 100 4 38 26 45 24 5 38

40 or More - - 100 15 134 20 51 22 8 134

None/NA - - 106 48 419 14 46 28 12 419

3. On average how many full and part-time employees do you have (including yourself)/

Employment Size ( 2 part-tvle = 1 full-time)
Less than 2 - - 100 18 153 25 75 153

2-3 - - 100 19 169 15 68 17 169

3-6 - - 100 32 277 11 42 46 1 277

6-10 - - 100 15 133 15 3o 33 16 ( 33

10 or More - - 100 16 143 13 16 20 51 143

None/NA - - 100 2 - - - - 2

4. Were any of the employees added in the last twelve months hired as managers or supervis,-s of

other employees in your firm%

Hired Supervisors/Managers Last 12 Months
Yes - - 100 14 120 8 24 33 35 120

No - - 100 63 553 1 ' 47 29 7 553

No Employees Added - - 100 19 170 17 68 14 2 170

N/A - 100 4 34 15 32 15 29 34

5. Are other full-time partners or investors (other than yourself) now involved in your business/

New Partners/Investors
None - - 100 7 1 616 14 52 2' 8 616

One - - 100 20 1-74 16 43 30 12 174

iWo - - 100 5 46 22 24 1' 39 46

Three or More - - 100 3 30 23 1 7 1 7 40 30

N/A - - 100 1 11 - - - - 1 1

5a. Have any full-time partners or investors left the business%
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YEAR THREE
Discon-
tinued Sold

Sur-
vived Row % N' Decline Stable Expand Grow N2

Total - 100% 100% 877 15% 48% 26% 11% 877

Number of Partners Left Business
Never had - - 100 30 259 14 56 26 5 259No - - 100 55 480 16 45 28 11 480Yes. One - - 100 8 69 17 36 26 20 69Yes 1Vio or more - - 100 2 26 15 27 8 50 26N, - - 100 5 42 17 49 22 12 42
itS. Has the indiviemal responsible for the day to-day management of this business changed within thelast 12 months)

Day to Day Man -.4er Changed
Yes - - 100 8 74 12 41 22 26 74No - - 100 88 77 1 15 49 27 8 771N/A - - 100 4 32 23 20 13 32
7. About what were your firm's gross sales or revenues during thc last twelve months or during your

last fiscal year?

Last Year's Gross Sales On 000s)
Less than $50 - - 100 11 96 13 59 19 9 96550-99 - 100 16 140 16 60 23 1 1405100-199 - - 100 22 180 16 50 30 4 1805200-349 - - 100 16 143 17 41 34 8 1435350-499 - - 100 9 7" 10 49 29 12 775500-749 - - 100 6 56 18 43 18 21 56$750-999 - 100 2 21 - - - - 2151000-2999 - - 100 9 83 16 27 28 30 83$3000 and Over - 100 4 33 6 39 27 27 33N/A - 100 5 48 17 59 13 11 48

8. Comparing the total assets of the firm today to total assets of the firm twelve months ago. about
how much have total firm assets changed during the last twelve months?

8a. If "increased" or "decreased." by approximately what percentage)

Change in Assets Last 12 Months
Increase - - 100 51 494 10 43 32 15 49426% or More - - 100 8 68 9 31 35 25 6825% or Less - 100 23 204 9 44 35 12 204No Answer - 100 24 213 10 46 30 14 213Same - - 100 32 280 21 54 18 7 280Decrease - - 100 10 91 28 51 18 4 91N/A - - 100 1 12 - - - - 12
9. Which of the following have been major sources of new funds during the past twelve months?
New Funds
Firm Earnings

First - - 100 53 461 13 4 28 12 461Second - - 100 10 90 18 43 24 14 90Third or More - - 100 4 36 14 36 28 22 36Not Used - - 100 23 195 18 50 27 5 195N/A - - 100 10 95 17 51 19 13 95
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YEAR THREE
Discon- Sur-
tinned Sold vived Row % N' Decline Stable Expand Grow N2

Total - 1 00% 100% 877 15% 48% 26% 11% 877

Same Owners
First - - 100 8 69 20 51 19 10 69

Second - - 100 8 72 21 39 26 14 72

Third or More - - 100 6 55 22 33 29 16 55

Not Uscd - 100 67 584 13 49 28 10 584

N/A - - 100 11 95 17 51 19 13 95

New Oumers
First - - 100 2 16 - - - - 16

Second - - 100 9 - - - - 9

Third or More - - 100 4 32 25 25 38 12 32

Not Used - - 100 83 724 15 48 26 11 724

N/A - - 100 11 95 17 51 19 13 95

Loans
First - - 100 14 122 21 40 28 12 122

Second - 100 17 148 14 47 26 12 148

Third or More - - 100 8 70 12 43 29 16 70

Not Used - - 100 50 440 14 50 27 9 440

N/A 100 11 95 17 51 19 13 95

7inde Credit
First - - 100 13 110 9 54 27 10 110

Second - - 100 18 159 9 45
33::4 11 4

159

Th ird or More - - 100 9 79 16 37 3 79

Not Used - - 100 49 432 19 48 23 10 432

N/A - - 100 11 95 1" 51 19 13 95

10. During the last twelve months, have you made major changes in the nature of your business?
a Added New Products/Services

Yes - - 100 43 376 17 43 29 13 376

No - - 100 54 472 14 52 24 10 72

N/A - -
b. Dropped Products/Services

100 3 29 24 35 38 :, 29

Yes - - 100 20 176 21 47 22 10 176

No - - 100 71 622 13 49 27 11 622

N/A - -
c. Moved Locations

100 9 79 22 33 33 12 79

Yes - - 100 13 114 15 42 27 16 114

No - - 100 78 687 15 49 25 11 687

N/A - -
d. New Branches/Locations

100 9 76 19 43 31 7 76

Yes - - 100 6 56 14 23 30 32 56

No - - 100 85 740 15 50 25 10 740

N/A - -
e. Changed Business Name

100 9 81 23 37 31 9 81

Yes - - 100 5 46 20 41 20 20 46

No - - 100 83 723 14 46 25 11 723

N/A - - 100 12 108 21 41 27 11 108
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YEAR THREE
Discon-
tinued Sold

Total

Sur-
vived Row %

100% 100%

N'

877

Decline Stable Expand Grow
15% 48% 26% 11%

N2

877

f Changed Relative Prices
Higher - - 100 16 138 17 44 28 11 138
No Change - - 100 65 566 13 50 26 11 S.
Lowcr - - 100 13 113 19 48 24 10 113
N/A - -

g. Changed Advertising
100 6 60 25 34 28 13

More - - 100 25 223 10 44 31 15 225--
No Changes - - 100 48 421 15 49 25 11 421
Less - - 100 20 171 20 52 22 6 171
N/A - -

h. Changed floor Space
100 62 23 42 26 9 62

Added - - 10() 20 170 4 40 34 22 170
No Changes - - 100 70 613 16 49 26 9 613
Reduced - - 100 4 34 32 59 6 3 34
N/A - - 100 6 60 27 42 22 9 60

11. During the past twelve months, did any of the following hurt the development and performance
of your busine&

Hurt Sales
a Market Decline

Not Serious (1) - - 100 50 438 12 45 29 13 438
(2) - - 100 14 120 17 45 25 13 120
(3) - - 100 13 115 15 50 26 9 115
(4) - - 100 10 87 20 54 22 5 87
Serious (5) - - 100 10 88 22 53 17 8 88
N/A - -

b Competitive Pressure
100 3 29 24 34 28 1 -. 29

Not Serious (1) - - 100 39 345 13 51 26 10 345
(2) _ 100 19 168 14 45 29 14 168
(3) _ _ 100 20 173 16 47 2" 10 173
(4) - - 100 10 87 14 51 24 12 87
Serious (5) - - 100 8 '2 24 43 21 13 72
N/A - -

c Cost/Quality of Labor

100 4 32 25 38 28 9 32

Not Serious (1) - - 100 43 377 13 55 23 10 377
(2) - - 100 17 152 19 41 28 12 152
(3) - - 100 18 160 11 41 34 14 160
(4) - - 100 10 87 20 37 29 15 87
Serious (5) - - 100 6 51 28 51 18 4 51
N/A - -

d Costs/Quality of Materials
100 6 50 16 46 26 12 50

Not Serious (I) - - 100 34 297 13 49 25 14 297
(2) - - 100 23 204 13 45 31 1 1 204
(3) _ 100 24 209 15 49 26 9 209
(1) - - 100 12 104 23 44 25 8 104
Serious (5) - - 100 3 26 15 62 19 4 26
N/A - - 100 4 3' 24 43 22 11 37
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YEAR THREE
Discon-
tinued Sold

tal -

Sur-
vived Row %

100% 100%

W

877

Decline Stable Expand Grow

15% 48% 26% 11%

N2

877

e. &may Demands/1.ealtb Problems
Not Serious (1) - - 100 57 503 14 48 26 13 503

(2) - - 100 17 146 18 46 24 12 146

(3) - - 100 11 95 14 42 36 8 95

(4) - - 100 6 50 14 60 18 8 50

Serious (5) - - 100 4 40 23 50 28 0 40

N/A - -
f. Getting Credit/Finance

100 5 43 21 42 28 9 43

Not Serious - - 100 55 483 13 51 26 10 483

(2) - - 100 14 122 14 46 29 11 122

(3) - - 100 12 101 13 44 23 21 101

(4) - - 100 8 66 20 46 29 6 66

Serious (5) - - 100 6 57 33 35 25 7 57

N/A - - 100 5 48 17 44 29 . J 48

12. How is your business doing today compared to the expectations you had for }our business when

you started it or because the principal owner/manager:'

How are Compared to Expected?
a. Sales

Higher - - 100 29 253 10 40 32 18 253
Same - - 100 36 316 14 49 29 9 316

Lower - - 100 32 284 22 51 19 7 284

N/A

b Profits

- - 100 3 24 - - - - 24

Higher - - 100 15 134 8 46 25 21 134

Same - - 100 31 275 14 43 30 14 275

Lower - - 106 52 454 19 50 25 6 454

N/A

c. Satisfaction

- - 10C 2 14 - - - - 14

Higher - - 100 21 187 9 46 28 18 187

Same - - 100 43 378 14 46 30 10 378

Lower - - 100 32 277 21 52 20 8 277

N/A - 100 4 35 20 40 26 14 35

13. From the list below how would you describe your business strategy%

Business Strategy

Lower Prices
Not Used - - 100 54 471 14 47 28 11 471

1-5% - - 100 6 55 13 56 24 7 55

6-10% - - 100 11 100 18 52 20 10 100

11-20% - - 100 10 85 15 44 26 15 85

21-30% - - 100 6 55 18 53 24 5 55

31-40% - - 100 3 29 21 17 7 29

41-50% - - 100 3 29 21 ,.. i 38 17 29

51% or More - - 100 3 22 - - - 22

N/A - - 100 4 31 13 45 26 16 31
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YEAR THREE
Discon-
tinned Sold

Sur-
lived Row % N' Decline Stable Expand Grow N2

lbtal _ - 100% 100% 877 15% 48% 26% 11% 877

Better Service
Not Used _ - 100 8 67 16 47 25 12 67
1-5% - - 100 2 23 - - - - 23
6-10% - - 100 5 44 18 53 18 11 44
11-20% - - 100 17 146 12 48 29 11 146
21-30% - - 100 24 208 18 44 31 7 208
31-40% _ - 100 11 98 11 59 17 14 98
41-50% _ _ 100 15 135 16 47 29 9 135
51% or More _ _ 100 14 125 16 47 23 14 125
N/A - - 100 4 31 ' 3 45 26 16 31

More Choices/Selection
Not Us-xl _ _ 100 52 453 15 , 9 25 11 453
1-5% - - 100 5 40 25 43 17 15 40
6-10% - - 100 16 138 13 49 33 5 138
11-20% _ _ 100 13 115 15 48 25 12 175
21-30% - - 100 7 64 17 37 32 14 64
31-40% - - 100 2 19 - - - 19
41-50% - - 100 1 12 - - - - 12
51% or More - - 100 5 - - - 5
N/A - - 100 4 31 13 45 26 16 31

Reputation for Quality
Not Used - 100 16 142 16 50 28 6 142
1-5% - 100 1 29 21 38 28 13 19
6-10% - - 100 10 89 14 44 32 10 89
11-20% _ _ 100 20 176 18 46 24 12 176
21-30% - 100 23 194 18 44 26 12 194
31-40% - - 100 10 90 7 59 21 13 90
41-50% - - 100 7 65 11 52 25 12 65

1% or More - - 10,1 7 61 13 46 33 8 61
N/A - 100 4 31 73 45 26 16 31

Advertise Mare Effectively
Not Used - - 100 65 565 16 47 26 11 565
1-5% - - 100 7 65 13 56 20 11 65
6-10% - - 100 14 127 12 49 28 11 127
11-20% - - 100 7 59 14 46 29 11 59
21-30% - - 100 2 20 - - - - 20
31% or More - - 100 1 10 - - - - 10
N/A - - 100 4 31 13 45 26 16 31

Target Customers Mased/Poorty Served
Not Used - - 100 56 489 15 48 26 11 489
1-5% - - 100 7 60 18 52 20 10 60
6-10% - - 100 18 156 15 43 28 14 57
11-20% - - 100 9 82 18 50 26 6 82
21-30% - - 100 5 42 17 45 36 2 42
31% or More - - 100 2 17 - - - - 17
N/A - - 100 3 31 13 45 26 16 31
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YEAR THREE
Discon-
tinued Sold

Sur-
vived Row % N' Decline Stable Expand Grow N2

Ibtal - 100% 100% 877 15% 48% 26% 11% 877

Superior Location
Not Uscd - - 100 79 696 16 47 26 11 696
1-5% - - 100 5 40 13 54 20 13 40

6-10% - - 100 6 51 14 40 33 14 51

11-20% - - 100 5 40 11. 58 25 5 40

21% or More - - 100 2 19 - - - - 19

N/A - - 100 3 31 13 45 26 16 31

Better Appearance
Not Used - - 100 60 522 17 46 25 12 522

1-5% - - 100 6 57 16 41 29 14 57

6-10% - - 100 1 / 147 1 i 49 27 11 147

11-20% - 100 8 66 6 55 33 5 66

21-30% - - 100 5 43 14 49 30 7 43

31% or More - 100 1 1 1 - - - - 11

N/A - - 100 3 31 13 45 26 16 13

Unavailable Product or Service

Not Used - - 100 62 541 14 49 26 11 541

1-5% - i o0 5 46 1 46 26 17 46

6-10% - 100 14 124 19 47 27 7 124

11-20% - - 100 7 58 19 36 36 9 58

21-30% - 100 4 38 21 37 29 13 38
31% or More - 100 4 39 14 64 14 8 39

N/A - - 100 4 31 13 45 26 16 13

14. What are the odds of any business like yours succeeding, e g , 1 chagce in 10,2 chances in 10,
etc ?

Odds of Success Any Business Like Yours
No Chance (0) - - 100 3 - - - - 3

;1) - - 100 5 43 19 40 30 12 43
(2) - 100 9 83 15 48 25 12 83

(3) - 100 13 114 16 52 23 10 114
(4) - 100 8 71 23 42 25 9 71

(5) - 100 31 266 15 46 25 14 266
(6) - 100 8 67 10 52 22 15 67

C) - 100 9 81 15 44 35 6 81

(8) - 100 8 67 16 52 25 6 67

(9) - 100 3 27 7 44 44 4 27
Certain (10) - 100 3 28 14 43 36 7 28
N/A - 100 3 27 19 49 15 22 27
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YEAR THREE

ibtal

Dbcon- Sur-
tinued Sold vived Row % N' Decline Stable Expand Grow N2

- 100% 100% 877 15% 48% 26% 11% 877

15. What are the odds of your business succeeding, e.g., 1 chance in 10, 2 chances in 10, etc.?

Odds of Success Your Business
No Chance (0) - - 100 3 - - - - 3
(I) - - 100 2 1 4 - - - - 14
(2) - - 100 2 20 - - - - 20
(3) - - 100 3 26 12 65 8 15 26
(4) - - 100 1 9 - - - - 9-
(5) - - 100 11 99 21 44 28 ti 99
(6) - - 100 6 54 20 56 19 6 54
(-') - - 100 12 101 24 44 26 7 101
(8) - - 100 20 170 12 47 27 15 170
(9) _ _ 100 19 167 12 45 31 11 167
Certain (10) - - 100 19 169 12 43 29 15 1;69
N/A - - 100 5 45 18 56 18 8 45

16. Since forming this business, have you taken any technical, vocational or professional
development courses/training or attended any professional mcetings/conventions?

Continuing Education
Yes - - 100 61 538 17 45 27 11 538
No - - 100 36 316 12 53 25 10 316
N/A - - 100 3 23 - - - - 23

16a. If yes," what type(s) was it)

Type of Continuing Education
Program for Cera

icate/License - - 100 11 100 20 36 29 15 100
General Business

Skills - - 100 28 242 18 42 26 14 242
Skills Specific to my

Business - - 100 41 359 17 43 28 11 359
Professional Meet-

ings/conventions - - 100 43 376 18 43 28 12 376

i'. At this point in time. what is the total amount of capital Invested in your business (by you and all
other owners. Investors and partners. including retained earnings))

Capital Invested to Date ( in 000s)
lxss Than IS - - 1 I 3 27 15 56 19 11 27
$5-10 - - 100 4 32 13 c-a 28 9 32
$10-20 - - 100 10 84 11 56 26 7 84
$20-50 - - 1CO 24 212 16 52 25 8 212
$50-100 - - 100 28 245 18 11 27 12 245
S100-250 - - 100 18 157 12 47 28 13 157
$250-500 - - 100 6 51 26 29 26 20 51
$500-1,000 - 100 12 - - - 12
$1,000 or More - - 100 7 - - - 7
N/A - - 100 6 50 10 58 24 8 50
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lbtal

Sur-
dotted Sold vived Row % N' Decline Stable Expand Grow N2

- 100% 100% 877 15% 48% 26% 11% 877

18. Approximately how much of your time is allocated to the following activities:

Percent of Time on
Dealing Witb Employees

Nonc - - 100 23 202 16 68 12 4 202
1-3% - - 100 8 70 10 50 33 7 70

4-6% - - 100 18 154 16 46 29 9 154

7-9% - - 100 1 13 - - - - 13

10-12% - - 100 23 198 10 4 4 33 13 198

13-15% - 100 5 44 18 36 32 14 44
16-25% - - 100 12 109 21 34 25 20 109

26-50% - - 100 8 67 16 27 36 21 67
51% or More - - 100 1 8 - - - - 8
N/A - - 100 1 12 - - - - 12

Recotd Keeping
.4. 100 17 145 14 41 32 13 145

1-3% - - 100 5 48 19 52 25 4 48
4-6% - - 100 15 135 12 54 29 4 135

7-9% - - 100 2 15 - - - - 15

10-12% - - 100 26 225 17 46 23 14 225

13-15% - - 100 7 63 19 51 24 6 63
16-25% - - 100 16 137 12 49 27 12 137

26-50% - - 100 9 81 17 42 27 14 81

51% or More - - 100 2 16 - - - - 16

N/A - - 100 1 1 ) - - - - 12

Selling "ustomer Contact
None - - 100 11 95 17 43 26 14 95

1-3% - - 100 I 13 - - - - 13

4-6% - - 100 6 57 14 46 32 9 57

7-9% - - 100 I 1 - - - - 7

10-12% - - 100 12 107 1 " 46 28 9 ' 07

13-15% - - 100 4 39 15 46 23 15 39
16-25% - - 100 19 168 19 45 25 12 168

26-50% - - 100 27 240 13 45 29 13 240
51% or More - - 100 16 139 14 59 23 4 139

N/A - - 100 1 12 - - - - ! 2

Actual &oda, 4cn/Service Provision
None - - 100 34 294 13 47 29 11 294

1-3% - - 100 2 19 - - - - 19

4-6% - - 100 9 81 14 41 28 17 81

7-9% - - 100 1 10 - - - - 10

10-12% - - 100 11 93 1 " 40 25 18 93
13-15% - - 100 3 27 30 52 19 27

16-25% - - 100 10 89 21 40 29 9 89
26-50% - - 100 17 145 12 53 28 1 145

51% or More - - 100 12 107 16 61 19 4 107

N/A - 100 1 12 - - - - 12

4
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Discon
tinned Sold

Sur-
vived Row % N' Decline Stable Expand Grow N2

- -Total 100% 100% 877 15% 4P% 26% 11% 877

Maintenance of Plant. etc.
None - 100 38 327 13 43 27 17 327
1-3% - - 100 9 80 16 49 26 9 80
4-6% - - 100 25 214 16 47 31 6 214
7-9% - 100 1 13 - - - - :3
10-12% - - 100 18 159 17 50 23 9 159
13-15% - - 100 3 22 18 73 9 0 22
16-25% - - 100 3 30 23 40 27 10 30
26-50% - - 100 2 18 - - - - 18
51% or More - - 100 2 - - - - 2

N/A - - 100 1 12 - - - - 12

Purchasing/Dealing with Suppliets
None - - 100 18 157 16 48 26 10 157
1-3% - - 100 7 59 15 51 22 10 59
4-6% - - 100 25 220 15 51 23 11 220
7-9% - - 100 2 1 - - - - 15
10-12% - - 100 23 198 18 47 23 12 198
13-15% - - 100 5 43 23 38 35 4 48
16-25% - - 100 14 120 9 45 32 14 120
26-50% - - 100 5 43 12 44 40 5 43
51'. or More - - 100 5 - - - - 5
N/A - - 100 1 12 - - - - 12

Cash Management/Arranging Finance
None - - 106 32 278 12 52 29 17 278
1-3% - - 100 9 76 21 53 20 5 76
4-6% - - 100 24 213 17 4 8 22 12 213
7-9% - - 100 1 10 - - - - 10
10-12% - - 100 18 159 17 42 25 16 159
13-15% - - 100 4 32 22 44 25 9 32
16-25% - - 100 8 73 10 ;',3 40 18 73
26-50% - - 100 2 20 - - - - 20
51% or More - - 100 4 - - - - 4
N/A - - 100 1 12 - - - - 12

Planning 6mwth/Change
None - 100 A7 325 13 55 24 8 325
1-3% - - 100 75 20 44 32 4 75

- - 100 -2 196 12 50 28 10 196
7-9% - - 100 1 9 - - - - 9
10-1 2% - - 100 18 154 19 38 29 14 154
13-15% - 100 4 35 r 51 17 14 35
16-25% - - 100 6 50 16 30 28 26 50
26-50% - - 100 2 19 - - - - 20
51% or More - - 100 2 - - - - 4

N/A - - 100 1 12 - - - - 12
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Thud

Discon- Sur-
tinued Cold vived Row % N' Decline Stable Expand Grow Nz

- 100% 100% 877 15% 48% 26% 11% 877

19. Since your first year in this business, have the average wages/salanes paid to your employees (for
a person in a comparable job) increased, decreased or stayed about thc same?

Wages Changed
No Employees - - 100 10 i , 19 75 5 1 84
Increase - - 100 53 451 13 42 30 15 461

21% or More - - 100 10 8" 11 36 32 21 87
11-20% - 100 18 153 10 50 27 13 153
6-10% _ _ 100 19 161 14 37 31 17 161

1-5% - - 100 5 43 19 44 33 4 43
No Answer - - 100 2 1" - - - - 17

No Change - - 100 31 268 16 49 28 7 268
Decrease - - 100 1 17 - - - - 17

N/A - - 100 5 4-7 15 49 26 10 47

19a. Since )our hrst year in this business, dave the number and/or qualit) of thc benefits provided
your employees. e g paid vacations. insurance. cm . increased, decreased, or stayed about the
same)

Benefits Changed
Increase - - 100 28 244 12 .i2 3 ) 25 244
No Change - - 100 49 4 i0 I" 50 27 28 430
Decrease - - 100 2 19 - - - - 19

N/A - - 100 21 184 I 4 61 19 26 184

20. V hat sources of information or assistance haw been raost important to )ou in running your
business during the last twelve months?

Information from:
a Accountant/Bookkeeper.

Very Important - 100 i 5 389 1- 45 25 14 389
Somewhat - - 100 il 2-4 1 ) 49 29 10 274
Little - 100 12 109 16 49 26 10 109

Not Used - - 100 9 83 19 54 21 6 83
N/A - -

b Friends/Relatnes
100 3 22 - - - - 22

Very Important - - 100 1 I 96 21 54 22 3 96
Somewhat - - 100 2 i 209 16 50 25 9 209
Little - - 100 30 259 1.4 44 29 12 259
Not Used - - 100 31 271 1 3 46 26 15 271
N/A - -

c Business Ouwers

100 I 4 ) 19 50 24 7 42

Very Important - - 100 14 1 )2 16 55 2' 7 122

Somewhat - - 100 34 302 18 15 2 7 I I 302
Little - - 100 29 253 15 45 28 13 253
Not Used - - 100 19 164 10 50 :.-7 13 164

N/A - - 100 4 36 22 4 5 25 8 6i
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YEAR THREE
Discon-
tinued Sold

Total

Sur-
vived

100%

Row%

100%

N'

877

Decline Stable Expand Grow

15% '8% 26% 11%

N2

877

d Government Prognims/Soural
V- ,y Important - 100 3 24 - - - - 24
Sonwwhat - - 100 10 90 18 50 22 10 90
Lilac - - 100 )-) 240 14 44 28 14 240
Not 1,sed - - 100 55 479 15 48 27 10 479
N/A - -

c. Bankers

100 5 44 23 48 23 6 44

Very Important - - 100 15 131 18 4 I 26 16 131
Somewhat - - 100 26 224 12 50 26 I 2 224
Little - - 100 29 257 17 46 26 10 257
Not Used - - 100 26 230 14 49 27 10 230
N/A - -

f Made Organizatimrs

100 i 35 23 49 26 2 35

Very Important - - 100 10 91 I .) 40 43 15 91
Somewhat - - 100 30 263 14 49 26 I 2 263
Little - - 100 26 226 I- 42 28 12 226
Not Used - - 100 29 250 15 55 23 -, 250
N/A

g Lau yers

100 5 4" 21 43 23 13 47

Very Important - - 100 8 "2 1- 46 19 18 72
Somewhat - - 100 21 181 13 46 25 16 181

Little - - 100 40 263 15 44 2 14 263
Not Used - - 100 46 319 14 51 28 6 319
N/A - - 100 5 42 29 45 24 2 42

h Generally .4rvulable Books/Manuals
Very Important - - 100 16 Ii8 19 48 26 7 138
Somewhat - 100 48 435 14 50 25 I I 335
Little - - 100 26 221 15 12 29 14 224
Nm 1 'sal - 100 I- 115 15 50 2.1 II 145
N/A - - 100 45 14 r 29 I I 35 45

I Franchisors/Supphers
Ver) Important - - 100 25 215 1 i 18 2' 12 215
Somewhat - - 100 40 264 1 I 54 26 8 263
Little - - 100 I 1 46 20 40 25 15 136
Not Used - - 100 _ 5 218 1 i 46 2- 12 218
N/A - 100 5 15 24 48 2 - II 45

1
Coarses/Setninars/WOrkshops
Very Important - - 100 14 122 16 it, 25 9 122
Somewhat - - 100 )- 245 15 16 29 II 235
Little - - 100 25 218 18 15 23 15 218
Not 1!%ed - - 100 29 25- 1i 51 2" 10 257
N/A - - 100 5 45 18 12 31 9 45
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1- YEAR THREE
Discon Sur-
tinued Sold vived Row % N' Decline Stable Expand Grow Nz

Total - 100% 100% 87 I. 48% 26% 11% 877

21. If you had a son or a daughter who wanted to go imo business for himself/herself, to what cxtcnt
would you approve or disapprove)

Approval of Child Entering Own Business
Approve (0) - - 100 18 151 15 46 28 I I 151

(1) - - 100 12 103 18 48 2" i 103
(2) - - 100 12 103 20 4" 22 I I 103

(3) - 100 9 82 16 43 29 12 82
(4) - 100 i 24 - - - - 24
15) - 100 .8 151 15 42 29 13 151

(6) - - 100 2 19 - - - - 19

(") - - 100 4 36 I " 44 28 11 36

(8) - - 100 6 51 14 51 20 16 51

(9) - 100 1 11 - - - 1 I

Disapprove (10) - - 100 4 )9 I 3 io 23 5 39
N/A - - I (H) 1 1 100 13 So) 24 13 105

22. To %%hat extent has ownership of this business smisfu d the follow mg personal objectives

Personal Objectives
a Overcoming a Challenge

Very Satisfied (1) - - 100 i" ill 13 46 26 14 411
(2) - I (H) i I 2-0 16 49 2- 210
( 3 ) - 1 00 I ; t ) i 20 50 25 6 123

(4) - - 100 i 23 - - - 23
Not Satisfiee 15 ) - - 100 2 18 - - - 18

N/A - - I (H) i 32 22 i I 25 9 32
0 Greater ResMV/Recognition

%kr). Satisfied (1 ) _ 100 31 2-1 10 48 30 13 2"1
(2) - - 100 42 2-9 16 51 24 9 2'9
(3) _ _ 100 25 21" 18 i i 26 I: 2 r
( 4) - - 100 5 16 20 i i 24 13 46
Not Swished (5) - - 100 ) 18 - - - - 18

N/A - -
e Budd Sometbmg,,n- the lama).

100 5 16 2 i 48 2i 6 46

Wil Satisfied (1 ) - - 100 31 26 11 46 30 14 2-6
(2) - - IOU )- 2 i 1 18 I- 24 11 241

(3) - - 100 20 15 1 I 45 30 11 1-5
(4) - 1 00 10 86 20 50 26 5 fir,
Not Satisfied (5) - - 100 8 6" 19 5" 13 10 6"
N/A - -

d Earn tots of Mono'

1 00 i 3 ) 19 5 i 19 9 32

N'cry Satisfied (1 ) - - 100 o 52 10 12 )- 21 52
(2) - - IOU 1 i 1.:4 8 52 )- 13 1

( 3 ) _ - MI) 2- 241 12 4 ) 30 15 24 I

(4 ) - - 100 18 154 20 52 21 154
Not Smtslted (5) - - 100 30 26.4 20 49 25 6 264
N/A - - 100 5 4 ) 19 10 29 12 42
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YEAR THREE
Discon-
tinued Sold

Total -

Sur-
vived

i 00%

Row

100%

N'

8
Decline Stable Expand Grow

15% 48% 26% 11%

N2

877

e Control Over lift
Very Satisfied (I) - - 100 31 2-'4 13 49 24 14 274
(2) - - 100 30 25" 1- 46 28 8 257
( 3 ) - - 100 20 1-'' 13 43 31 13 172
(4 ) - - i 00 i 0 85 20 51 21 8 85
Not Satisfied ( 5) - 100 64 14 5 ) 25 9 64
N/A - -

f Fulfill Others Eapectattons

100 ) 25 - - - - 25

Veil Satisfied ( 1) - - MO 15 130 9 49 )- 16 130
( 2) - - 100 26 ) '1 18 51 23 8 221
( 3 ) - - 100 35 311 15 4- 2- 11 311
( 4 ) 100 10 90 1- 39 33 11 90
Not Satisfied ( 5 ) - - 100 6 55 11 51 26 13 55
N/A - -

g *se Skills/.4Inhues

100 8 -0 23 43 24 i 0 70

Ver Satisfied (1 ) _ _ 100 49 418 13 49 26 11 418
(2) _ _ 100 34 29- 18 43 28 10 297
( 3) - - 100 i ? 10- 11 i() 25 13 107
(4 ) - - 100 ) 21 - - - - 21
Not Satisfied ( 5) - - 100 1 1 i - - - - 13
N/A - -

h ¶tewher Employment

100 ) 21 - - 21

V4.7f- Satisfied ( 1 ) - - 100 28 239 11 51 )- 1 ) 239
(2) - - 100 24 213 18 44 29 9 213
( 3) - - 100 25 2,3 14 46 31 10 223
( 4 ) 100 9 8 i 18 45 24 13 83
Not satisfied ( 5) _ - 100 59 15 59 10 15 59
N/A - - 100 60 25 45 18 1' 60

I twe trbere/Ilow 1 Irani
Vets Satisfied ( 1 ) - 100 A 4 296 15 48 24 13 296
( 2) - - 100 24 211 19 43 29 10 211
( 3 ) - I IM) 21 185 10 49 3 ) 9 185
( '4 ) I 00 9 81 r 51 2' 10 81
Not satisfied ( 5) - - 100 8 6- 15 54 19 1 ) 67
N/A - - MO 4 i 19 46 ) ) 13 37

23. Imoking bads kam ing ss hat yiu knoss rIOSS ssollid 1.0ligo into this huslikss again.

Go in Business Again
Yes, Same W.)), - - I 00 i 3 3-4 9 49 13 1 ) 34
Yes, Maim Changes - - 1 00 39 3 i 5 21 44 10 11 345
Not This Business - 100 11 95 15 56 3 5 95
Not Am Business - - 1 00 i 28 5- 1 11 28
N/A - - 100 I 35 26 34 1- 23 35
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YEAR THREE
Discoi Sur-
tinned Sold vived Row % N' Decline Stable Expand Grow N2

Total 100% 100% Fr" I 5% 48% 26% I I% 877

24. Approximate!) how much mone) were you personal!) able to "take out" of }our business during
the last 12 months (including salar); draw dividends. etc )?

Money Taken Out/Last 12 Months (in 000's)
Prefer Not to

Answer - - 100 IS 133 1, 51 25 11 133
Less Than $10 - - 100 23 195 20 56 ) 1 3 195
510-515 - - 100 11 95 19 4 -. 40 4 95
515-25 - - 100 I- 146 I I 53 )- 10 146
$25-35 - - 100 13 114 15 3 36 I ) 114
$35-50 - - 100 10 85 I 3 39 29 19 85
S50--5 - - 100 5 46 I I 28 21 39 46
S-15 or More - - 100 ) 20 - - - - 20
N/A - - 100 5 4 3 19 49 21 9 43
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Appendix II:
A Note On Sampling And
Methodology

64

Data for this study were collected from a national sample of
new business owners that were members of the National
Federation of Independent Business in May, 1985. No "new
business" universe exists against which to compare the rep-
resentativeness of the NFIB sample. However, estimates of
the total population and special surveys, such as the Charac-
teristics of Business Ownership (CB0),' suggest that the
NFIB sample provides a reasonable base from which to con-
duct an analysis of new business in America.

The new business population in the NFIB sample and
therefore the study does not include all new business enti-
ties. It omits part-time operations. Defining a part-time oper-
ation is arbitrary. It also risks ttt, possibility of excluding
some firms that eventually L . :ome substantial businesses.
However, as a practical matter virtually all businesses in the
NFIB sample put in more than 30 hours per week and
grossed more than $25,000 in the first year.

7: would appear that the NFIB sample reasonauly reflects
the non-part-time new business population. While available
data do not permit unqualified assertions to that effect, a few
examples may be helpful. The table below compares the
NFIB sample to the population (IRS data, 1985)2 and the
CBO 1982 survey by annual gross receipts. As expected,
the population gLossed more than did its newest members
as represented by the NFIB sample. Also as expected, the
NFIB sample, which contains corporations, grossed some-
what more than did CBO firms which do not (except
Sub-Chapter S's).

' 1982 (hara frrlstl( s of-Business Owners, Bureau of thy (xnsus. U S
Department of Oimmercy. August 198- The CB() is thy Census's first yffort
to prescnt data on minont and wonwnowncd husmesscs and their
mcners as cccI1 as a comparable nonmmoritli. male business universe Thy
CB() sample for purposes of thy current study has two important
limitations It zndueos businey of all ages and exclades corporations
except for S wrporations

'1 lw Statist:es of Income published annuallt hy the Internal licvenuy
Scrc wc provides the numbyr of pf -sons (including kgal persons) who
ryport busmt ss mcomr by size of annual gross moots Tlw total numbyr
of business income tax filings is dominated 1) proprietorships grossing less
than 25000 pyr yyar Most of thys.: busmyssys arc part.time activities

hc calculations dcrived from thew data includc all corporations,
partnerships and proprtetoNhmsaimually grossmg more than S 25.000

71



Geographic location constitutes a second area of compari-
son. As with the size comparisons above, the data sets em-
ployed are not totally comparable. D&B's Business Starts se-
ries counts new establishments (not new firms or ownership
chanrs) no matter what sized firm opens them. D&B's New
Incorporations series counts legal incorporations whether
they represent new firms or not and whether they operate as
an actual business or not. However, they blend to present a
useful portrait. It shows that the NF1B sample may have a
slight western bias, though shifts in the population and real
estate development could easily explain differentials in the
South Atlantic (large firms opening many outlets ark. .on-
siderable real. estate development) and the Plains (few new
outlets and little real estate development).

The most telling comparisons, however, come from the
special CBO tabulations run for this study at the Bureau of
the Census. The special tabulations included only those
fisms that were formed in 1980 through 1982 and eliminated
those whose owners worked in the business 20 hours per
week or less and annually grossed less than $25,000. The
tabulations did not contain corporations. However, recogniz-
ing that new corporations are usually a little larger than new
proprietorships and partnerships and that their owners have
somewhat more exposure to business practice, comparisons
between the CBO runs and the NFIB sample are useful.
Taey suggest that the NFIB sample is reasonably representa-
tive. For example, the distribution of men/women and eth-
nic minorities/non-minorities were similar. The proportions
who were married, had owned a business previously, and
had taken business courses closely paralleled one another.
Firms in the NFIB sample were somewhat more likely to
have been purchased and had greater initial capitalization
than those in the CBO data. Their owners also worked
longer hours, but the differences could easily be explained
by the inclusion/exclusion of corporate businesses.

Forty-six (46) percent of the original sample were re-
tailers compared to 30 percent in the total population. But.

Comparison Ot NAB New Bus:ness Sample, Population
And CBO Survey By Annual Gross Raceipts

Annual Gross
Receipts (000s)

NFIB
Sample Population

CBO
Survey

$25-$49 33 25 40

$50-$99 24 24 27

$1J0-$499 29 35 29

$500-$1,000 5 1 3
$1,000 or More 4 9

N/A 5 - -

Total 100% 100% 100%
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retail businesses turn over much faster than do those in
other industries, implying that the new business population
contains a greater proportion of retailers than does the ma-
ture population.

Dun's Business Starts (1984) series, wh' :h measures es-
tiblishment opcnings, reported that 47 percent of business
starts in 1984 were in trade (retail [35 percent] and whole-
sale [12 percent]) compareo to NFIB's 50 percent. Given the
often artificial line between wholesale and retail operations,
the Dun's numbers suggest that the sample's industry distri-
bution is reasonable. The CBO, however, placed ti..: number
of retailers at 23 percent with 8 percent unclassified. One
explanation for these strikingly different numbers lies with
the proportion of establishments opened by large firms. So,
on balance, it is reasonable to assume that retailers are over-
represented in the NFIB sample by several percentage
points.

Association membership, specifically NFIB membership,
introduces an e.lement of uncertainty into the sample. How-
ever, there is no a priori reason to believe that self-selected
association membership is related to any aspect of new busi-
ness formation and development. The organization offers no
particular benefit to any type of new business vis-a-vis any
other or to any new business vis-avis an older one. Member-
ship is open to all independent business owners and recruit-
ment methods appear not to have major biases for or against
any segment of the small business population.

On the membership form, each NFIB member reports the
age of his or her current business. Those whose businesses
were aged one year old or less received a mail questionnaire
in May, 1985. After weeding out respondents who had be-
come owners prior to 1984, the sample consisted of 2994
new business owners spread across the United Stztes. (All

Comparison Of NFIB New Business Sample,
Ci&B Business Starts And B&B New Incorporations, 1984

Geographic
Region

NFIB
Sample

D&B
Starts

D&B
Incorps

New England 4 4 5
Mid-Atlantic 9 i 4 18
South Atlantic 13 19 25
Great Lakes 1 4 16 13
ESC 3 6 4
Plains 12 6 5
VG/SC 16 15 10
Mountain 1 I " 7
Pacific 18 i 5 1 3

Total 106% I 00% I 00%
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businesses in the study were formed in 1984 or the first four
months of 1985.) In May, 1986, and again in May, 1987, re-
spondents received another questionndire. The response
rate from an initial mailing and two reminders in each of the
three years was virtually identical 40 percent. If a re-
sponse was not received to the second or third reminder, a
postcard was mailed simply requesting the status of di : busi-
ness, i.e., in business, sold or discontinued operations.

Determining the status (surviving, sold, discontinued) of
a firm proved a complicated process that involved survey re-
ceipt, receipt of "status" postcards from non-respondents,
mail returned from the post office, and annual membership
visits of NF/B field representatives. In most instances, two in-
dependent pieces of information were used to determine
the status of a business. If two pieces of information contra-
dicted one another, the response of the owner took prece-
dence followed by a report on the field representative's an-
nual visit. The status of only one firm of the 2994 could not
be determined positively.

The first year questionnaire focused on the owner his
background and his goals the process of business forma-
tion, and basic information on the business. The secon-* and
third year questionnaires centered on business changes
which occurred the prior 12 months. The third ye
questionnaire also requested reflections on his or
her experiences.
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Appendix III:
Regression Results Of
Se leckid "Predictors"
Of New Business
Survival And Growth

Relating Variables to
Survival and Growth

68

Survival and growth are the two most important elements in
new business development. The data set allowed the au-
thors to relate data collected in the first year with eventual
survival/discontinuance and growth of the survivors. Data
collected in the second year could also be related to stu-
vival/discontinuance and growth of the survivors. Since
growth is contingent on survival, data collected in the third
year were only relevant for exploring the factors related to
growth. Thus, five fundamental sets of relationships were
available to analyze.

The following diagram illustrates the relationships
explored:

Survival at the Growth at tht:
End of 3 Years End of 3 Years

ist War Data Analysis Analysis
2nd Year Data Analysis Analysis
3rd Year Data Identity Analysis

The number of observations (n) was different in each of
the five basic exploratory regression sets (two on survival

three on growth). The first survival test included every-
. .e who responded to tht first year survey and whose busi-
ness either survived three years or didn't survive three years
(n = 2858). Respondents who owned firms that were sold
during the period were excluded from the analysis
(n = 136). Thc second survival test included everyone who
responded to the first and second year surveys and whose
business either survived three years or didn't survive three
years (n = 1171). Each of the three growth tests included just
tho.: whose business survived three years, and who re-
sponded at least to the first and third year surveys. (Re-
sponse to the first and third year surveys was necessary to
obtain two points to measure employment change/growth.)
Thus, the number of observations in the first growth test
(responded to the first and third year surveys or first, second
and third year surveys) is 877; the number for the second
test (responded to the first, second and third year surveys) is

P-1
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632; and, tIte number for the third test (responded to the
first and third year surveys or fi -st, second and third year
surveys) is 877.

Survival/discontinuance is a straightforward concept.
However, growth was arbitrarily defined and broken into
classes in order to compensate for problems created by
using small numerical bases to calculate change. The growth
lneasure was developed based on changes in employment
levels between the first year and the third year surveys. A
"decliring" firm was defined as one that employed at k ast
one fewer person in the third year than itl the first; a "sta-
ble" firm was defined as one that employed the same num-
ber of people in the third year as in the first, plus or minus
one part-time person. This class also incluozd non-respon-
dents. An "expaiding" firm was defined as one that added at
least one employee over the period, but was not a growing
fir k "growing" firm was defined as one that employed at
leat iO percent more people in the third year than in the
first with a minimum absolute increase of four fulltime
equivalent employees.

The data set contains well over 250 independent variables
("predictors") potentially related to new business survival
and/or growth. A lengthy series of regressions (not reported
here) isolated those independent variables statistically re-
lated (or nearly so) to survival and/or growth in one or
more of the initial runs. The procedure pared the number of
independent variables to 75. Each is defined later in this
appendix.

Three or four regressions are presented in the tables that
follow for each of the five dependent variables. Regression 1
in each series contains the independent variables found sig-
nificant or nearly significant in the initial runs. The remain-
ing regressions attempt to separate related independent vari-
ables, e.g., employee size and initial capitalization in Year 1,
and intersperse them with independent variables that either
(1.) were significant with another dependent variable, e.g.,
franchising, or (2.) held particular interest, e.g., level of for-
mal education. Thus, several independent variables proved
to be related only to survival or growth, or were related in
one year but not in another. Other independent variables
were not related to any iteration of survival or growth.

It is important :o emphasize that these regressions are
simply exploratory pernitting the determination of multi-
variate effects. They do not represent tests of specific
hypotheses.

Many independent variables examined in the study were
related to survival and/or growth, all factors equal. How-
ever, taken together these vanuales explained only about 9
percent of the variance in survival and only about 7 percent
of the variance ln growth. These results are disappointingly
meagre. More was expected given the size and divetsity of

76

Explaining New Business
Formation and Growth
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the sample, the number and type of variables examined, and
the breadth of literature from which these variables were
developed.

A number of reasons could explain th:t lack of more satis-
factory results. The swdy may have examined Factors which
do not have much bearing upon new business survival and
growth. The models also may be missing many critical fac-
tors (an underspecified model). Some of these may be in
the literature and difficult to operationalize, e.g., Kirzners
entrepreneurial alertness. Some relevant factors may be in-
dustry specific and difficult to capture in a questionnaire in-
tended to be relevant to entrepreneurs ilt a broad range of
industries

A second possibility is that the measures employed are too
crude the concep.; are sound and useful, but the measur-
ing tools are so blunt that they cloud many important dis-
tinctions. For example, one survey question attempting to
determine new owners' experience with the products/serv-
ices they now sell, asked for the similarity between those
products/services d the ones sold in the last job. But sup-
pm _!. knowledge of the produzyservic., didn't come from a
job at all. Or, suppose the last job didn't involve them, but
the one before did. Or, suppose the last job did involve the
same products/services, but the owner didn't learn much
about them. Some variables which may t-e important are dif-
ficult to capture in a self-admin.stzred questionnaire, e.g.,
the extent to which the founder is skilled in dealing with
customers or in assessing markets. Overly blunt measuring
tools imply the aeed for much greater definition of concepts
(probably at the expense of breadth and cost) such as Paul
Reynolds' and Brenda Miller's effort to define the business
starting date in terms of first personal commitment, first em-
ployee, first sale, and first loan (financing). Unfortunately,
greater definition runs into the realities of research cost and
response buiden including the ownees willingness to pro-
vide thoughtful responses. Under these circumstances, the
trade-off is usually scope for definition.

The element of chance may be more important than many
would like to think. This possibility suggests that several
factor ;mportant to survival and growth occur randomly.
The o;,,,ner has no control over them. His sole discretion is
to be alert to the opportunities chance provides. Often busi-
ness owners call this phenomenon ''luck" good luck and
bad luck. Most would concede that an element of chance ac-
companies any business venture. The issue is "how much?"
It may be as some of the "population ecology" literature
suggests, that backgrounds of entrepreneurs and the actions
they take have little systematic relationship to the prospects

Paul Reynolds and Brenda Miller. 198' Minnevna New Firms Study An
Exploration of New Firms and Their konornic CAintributions. Center for
I 'rhan and Regional Affairs. University of Minnesou. Minneapolis M.
1988
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of individual firms. Environmental conditions may play a
dominant role in whether individual firms survive, partic-
ularly for very small firms of the type studied here (Hrc-
biniak and Joyce, "Organizational Adaption: Strategic
Choice and Environmental Determinism," Administrative
Science Quarterly, September 1985). If chance plays a sub-
stantial role in success and. failure or growth and non-
growth, there may be subtantial limits to our ability to ex-
pl lin the survival/growth phenomenon. Moreover, it im-
plies that th, most useful Insiness skill is recognizing
opportunities.

A fourth possibity is the important role of personal
values and judgments in decisions about continuing or ex-
panding new firms. Take two owners with identical profiles.
One owner may decide to forego an expansion opportunity
due to hassle or perceived risk. A second may decide to
forge ahead in spite of them. A similar situation arises from
the response lass, "Best Alternative Avaaable." The best al-
terrative available iray mean very different things to the
people Involved. One owner may continue in business be-
cause absoiutely no other employment alternative is avail-

able; a second may reject alternative employment oppor-
tunities that the former would accept and also continue in
business. Such considerations are particularly relevant for
the large number of firms in the sample that survive, but are
experiencing disappointing profits.

There is lastly the possibility of surve), 'oblems
related to sampling and response which are addressed in
Appendix H.

Initial comparisons from these data focused on firms (and A More Productive
their owners) that survived and those that did not. Despite Comparison?
the potential explanations for our limited ability to explain
survival/discontinuance presented above, it is possible that
the differences between them are very small. More produc-
tive comparisons which may help us better explain and un-
derstand the process of new business formations may lie
elsewhere. One possibility is between the group of firms
(and their owners) v. hich appear to "Expand" and "Grow"
and the group of firms which "Disconiinue," "Decline," and
are "Stable." Preliminary analysis suggests that many surviv-

ing firms more closely resemhle discontinued firms than
growing firms. Posing the question in this manner clearly
takes the research in a direction not originally intended. But
it may eventually prove the direction that tells us more
about new business in America than any other
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Variable Definitions ADDTRN Professional development since entry (0,1)
Yes = I.

AGE Age of the owner in May, 1985.
ASSCH, Increased assets over last 12 months

(0,1) Lower = 1; x = ,urvey year.
BSI\ Lower prices 40 percent or more of

business strategy (0,1) Yes = 1;
x = survey year.

BS2, Better service 40 perccnt or more of
busini s strategy (0,1) Yes = 1;
x = survey year.

BS3 More choices/selection 40 percent or more
of business stratzgy (0,1) Yes = 1;
x = survey year.

BS5, Advertising more effectively 40 percent or
more of business strategy (0,1) i'es = 1;
x = survey year.

BSC), Target missed/poorly served customers 40
percent or more of business strategy (0,1)
Yes = 1; x = survey year.

BS9 Unavailable product/service 40 percent or
more of business strategy (0,1) Yes = 1;
x = survey year.

BUSCLAS Number of business courses taken (scale,
1-5)

BLISLOC Business located in the home (0,1)
Yes = 1.

CAPINVST Capital invested prior to first sale (scale,
1-8).

CHANG Busine%s changing rapidly (scale, 1-5).
CHADV, Changed advertising over last year (0,1)

Less = 1; x = survey year.
CHFLOOR, Changed floor space over the last year (0,1)

luced = 1; x = survey year.
CHPRICE, Changed relative selling prices in last year

(0,1) Lower = 1; x = survey year.
CURRCAP Capitalization after three years (scale, 1-9).
DATE Number of months operating prior to May,

1985 (scale, 1-17).
DROP, Major change in last year dropped

products/services (0,1) Yes = 1;
x = survey year

EDUC Level of formal education (scale, 1-6)
EXSLS1 Difference in first year sales and those

expected in two years.
EXSLS2 Different in second ycar sales and those

expected in one year
FRAN Percent of total sales in franchised goods/

services (scale, 1-7).
FRANNAME Operates un''.r a franchise name (0,1)

Yes = I.
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GOVT

HOURS,

IDEA)

IND

INFO 1,

INF04,

INFO 10,

INFUNDS1

INFITNDS3

INFUNDS5

LEFIJOt.

MGM
MKTCUST,

MOTIV1

MOTIV2

MOTIV9

MOVE

NEWEMP,

NEWFUND1,

NEWFIJND4,

NEWLOC,

NEWNAM,

Impact of government in business
formation compared to expected impact
(0,1) More = 1.
Hours worked in the business per week
(0,1) 60 to 69 hrs/wk = 1; x = survey
year.
Business idea comes from a prior job (0,1)
Yes = I.
Industry (0,1) Retail & Service = 0;
Else = 1.
Accountants used as an information source
(0,1) Not u6ed = 1; x = survey year.
Government used as an information source
(0,1) Not used 1--t 1: x = survey year.
Coueses, seminal's, workshops as an
information source (0 1) Not used = 1;
x = survey year.
Personal resources to :nitially finalice
business (0,1) Not used = 0.
Outside investors (not friends/relatives) to
initially finance business (0,1) No
used = I.
Lending institutions to initially finance
business (0,1) Not used = 1.
Fired or quit prior job without specific
plans (0,1) Fired/quit without plans = 1.
Supervisory experit:nce k 0,1) None = I.
Expected annual growth in the market the
business will serve (0,1) Don't know = I ;
x = survey year.
Liked the challenge a motive for business
formation (scale, 1-5).
Gain more respect/recognition A motive for
business formation (scale, 1-5).
Live where/how I like a motive for business
formation (scale, 1-5).
Moved residence to go into the business
(0,1) Moved = 1
Managerial or supervisory employee(s)
hired in the last year (0,1) Yes = 1,
x = survey year.
Used business earnings as a source of . :d
funds (0,1) Yes = 1; x = survey
Used institutional (bank) loans as a source
of added funds (0,1) Yes = 1; x = survey
year.
Major change in last year changed
location (0,1) Yes = 1; x = survey year.
Major change in last year changed
business name (0,1) Yes = 1; x = survey
year.
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NEWPROD, Major change in last year added new
products/services (0,1) Ycs = 1;
x = survey year.

ODDYRS, Owner's perceived odds of success (scale,
0-10); x = survey year.

OPCNTR Business operating controls in writing
(scale, 1-5).

OUTJOB Devotes full time to thc business (0,1) Has
outside job = 1.

PARENT Parent/guardian who owned a business
(0,1) Yes = I.

PARTN One or more full-time business partners
(0,1) Yes = 1.

PROBMKT Market decline hurt business prrformance
(0,1) Scrious = 1.

PROBFAM Family/health problems hurt business
performance (0,1) Scrious = I.

PROBCRED Getting credit hurt business performance
(scale, 1-5).

RACE Minority status (0,1) Racial minority = I.
SAMCUST Customers like thoce in last job (0,1) Very

different = 1.
SAMPROD Product/services like those in last job (0,1)

Very different = I.
SEX Owner's sex (0,1) Female = I.
SLSCOMP, Sales over the last compared to expectations

(scale, 1-3); x = survey year.
SPOUSE Married (0,1) No spouse = I.
SlART Method of business formation (0,1) Took

over existing firm = 1.
TAK01 ri. Amount taken out of business in third ycar

(scale, 1-7).
TECH 21 Took high school voc2tional ! -ou rses or

training program (0,1) Yes = 1.
TIME1. Time allocated to dealing with employees;

x = survey year.
TIME3, lime allocated to selling/customer contact;

x = survey year.
T1ME4 , Time allocated to productm/service

provision; x = survey year.
T1ME8, Time allocated to planning gro-lh/change;

x = survey year.
TOTEMP Iota( average employment during thc year

(1 part-time = 1 full-time).
TO1)011S Number of full-time jobs with different

organizations held prior to business
formation.

UNEMCH Change in the unemployment ratc it .ne
state in which thc business is located
between 1985 and 1987.

11NP, Unpaid family labor (0,1) Yes = 1;
x = survey year.
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Regression Results

YEAR 1 Data 4 = 2858
DEPENDENT VARIABLE = Seminal/Discontinuance after Three Years

Values are standardized coellIdents Betas
T-values are in (parenNses)

Indep.
Variables

IND

DAM

'ParEMPI

HOURS1

OUTJOB

SPOUSE

Survey
Quest

1

2

3

5

0

-

Regress
#1

0453
(5 50y-
0493
(2.72)-

0378
(2 06)*

- 0472
(-2 57y
- 0642

Regress
#2

0529
(291)-

0366
(1.99)

- 0488
(-2.62)-
- 0617

RPgress
*3

4485
(2.52)
0560
(3.27)-
01'74
(0.87)

- 0541
(-2.90)-

Regress
#4

.0559
(2.84)-
.0552
(2.9fir
.0428
(2.27Y
0481
(2.60)-

(-3 51) (-3 43)
F N 10 0228 0134

(1 24) (0 64)
ERANNAME 10a 0095 0110

(0 49) (0 58)
START I I 0413 0344

0 (.c, (1 78)
AGE 15 0626 05 0531

(3 32y- (2 ,1 (2.17)-
MOVE 16 0094 0228

(0 49) (I 21)
PARTN I- 0419 0424 0468

(2 40)' (2 27). (2. `9)*
IDEA; 18 - 0366 0000

(-I 79Y (0 01)
MGTLEV 19 0076 0149

(0 40) (0 79)
LEETJOB 20 - 025- - 02-'5 - 0382

(-I 40) (-I 49) (-2 05)*
SAMPROD 21a - 0540 - 0813 - 0771

(-2 88) (-3 30) (-4 08)
SAMC1'5I- ?It) 0148 -057

(0 63) (-1.29)
PARENT 22 0431 0351 .0310

(2 3-)' (19Iy (I 68y
EDUC 23 0094 0579

(0 41;) (2 821-
BUSCLAS 23a - 0078 - 0073

(-0 41) (-0.35)
TECH2I 24112 0288 0219 0270

(1.58) (1 19) (I 45)
TOMBS 75 - 0668 - 0619 -.0531

(-3 62) (-3 31y- (-2.84Y
BUSLOC 26 0293 0273 0330

(1.60) (I 47) (I 78)
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Regression Results

YEAR 1 Data -n = 2858
DEPENDENT VARIABLE = Survival/Discontinuance atter Three Years

Values are standardized ceellicients- betas
T-values are in (parentheses)

Indep.

Variables

Survey
Quest

Regress
#1

Regress
#2

";!egress

t3
Regress
#4

MKTCUSTI 28a 0318 .0373 .0227
(1 74)' t2.01)* (1.20)

INF011 29a - 0000 -.01d7
(-0 02) (-0.57)

INF041 29d .0322 .0463 .0327
(1 7-y (2.51)* (I.74)'

BSI I, 30,1 - 0326 - 0347
(-1 79)* (-1.88)'

BS2I , 30,2 0469 0471 .0496
(2 55)' (2 57) (2.64)"

BS3I, 30,3 - 0109 -.0101
(-0 60) (-0.55)

BS6I , 30.6 - 0324 - 0363 -.0339
(-1 79)* (-1.99)* (-1.84y

BS91 , 30.9 0351 .0332 .0342
(1.90)* (1 1.0)' (1.82)

OPCNTR 31b 0561 0630 0570
(3 07)- (3 39)- (3.04)"

CHANG 31d -.0094 - 0075
(-0.51) (-0 41)

SEX 33 - 0056 -.0146 -.0159
(-0.30) (-0 76) (-0.83)

RACE 34 - 0552 - 0602 -.0608
(-3 04)- (-3.30)- (-3.29)"'

CAPINvsr 35 0706 0631 0642
(3 7')* (3 22)" (3 07)-

INFUNDSI 36.1 - 0218 -.0255
(-1.17) (-1.33)

INFUNDS3 36.3 004.4 .0066
(0 23) (0.36)

I NU FUNDS5 3(.5 -.0162 .- 0239
(-0 86) (-1 26)

ODDYRS 39 1351 1354 1339
(7 37) (" -5)''' (7 16)-

MOTIV1 40a 02'7 0309 0130
(1 51) (1 60) (0.70)

MOTIV2 - 0244 - 0166
(-1 31) (-0.86)

MOTIV9 401 - 0419 - 0260 - 0474
(-2 29)* (-1.40) (-2.54)*

UNEMCH na - 0827 -.0799 -.0841
(-4 57) (-4 40) (-4 57)-

a-1s1 na .0077 - 0013
(0.42) (-0.07)

R2 .0878 .0800 .0679 .0538
SEE 3833 3851 3877 .3906
F 10 0924 8 4306 6 6404 5 1786

*significant at the 1 level
-stgnificant at the 01 level

-stgnificant at thc 001 level
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YEAR 1 Data n = 877
DEPENDENT VARIABLE = Employee Change Over Three Years (Scale, 1-4)

Values are standardized coefficients Betas
T-values are in (parentheses)

Indep.
Variables
IND

DATE

Survey
Quest

1

)

Regress
#1

0761
(2 11)*

- 0384
(-1 15)

Regress
#2

.1023
(2.82)*

-.0443
(-1 31)

Regress
#3

.0972
(2.65)"

-.0417
(-1.24)

Regress
#4

-.0463
(-L36)

TOTEMPI 3 -.0983 - 1109
(-2 "5)- (-2.96)"

HOURS1 5 0580 .0570
(1 '2)* (1 6')*

OUTJOB 6 - 0261 - 0143
(-0 '5) (-0.41)

SPOUSE - 0001 -.0028 .0061
(-0 02) (-0 08) (0.18)

FRAN 10 - 0853 - 1032 0857
(-2 51)* (-2.44)* (-2 49)*

FRANNAME 10a - 0169 025'
(-0 4') (0 59)

START 11 - 0661 0544
(-1 86)* (-1.52)

AGE 15 0365 -.0450
(-1 06) (-1 27)

MOVE 16 - e-:03 - 0485 - 0433
(-- r) (-1 41) (-1 24)

PARTN l' 0862 0942 1089
(2 50)* (2 72)" (3 12)"

I DEA) 18 0805 .09'75
(2 10)* (2 63)-

MGFLEV 19 - 0540 - 0468
(-I 5-) (-1-35)

LEF1JOB 20 - 0135 - 0050
(-0 40) (-0 15)

SAMPROD 21a - 03-5 - 0796 - 066'
(-0 99) (-1 -"). (-I 8-)*

SAMCUST 2Ib 0166 - 024,4
(0.37) (-0.68)

PARENT 22 - 0314 - 0313
(-0 93) (-0 95)

EDUC 23 0024 0129
(0 0') (0 36)

BUSCLAS 23a 0098 0048
(0 28) (0 14)

TECH21 24r.2 0460 0236
(1 35) (0 69)

TUIJOBS 45 0000 0058
(0.01) (0 17)

BUSLOC 26 0594 - 0651
(-1 73)* (-1 89)'

MKTCUST, 28a - 0354 - 0071 - 0193
(-1 04) (-0 20) (-0 55)

INFOI, 29a 0300 0195
(0 88) (0.57)
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YEAR 1 Data n = 877
DEPENDENT VARIABLE = Employee Chine Over Three Years (Scale, 1-4)

Values are standardind coelffeents Betas
T-values am in (parentheses)

Indep.
Variables

1NFO4,

BS1,

Survey
Quest

29d

30.1

Regress
#1

Regress
#2

0001
(0 03)
0040
(0 12)

Regress
#3

.0078
(0.23)

Regress
#4

0134
(0.39)

BS2, 30.2 - 0042 - 0050
(-0 12) (-0 15)

BS3, 30,3 - 0230 - 0169
(-0 68) (-0.49)

11S6, 30 6 0061 - 0012
(0.18) (-0.04)

BM), i0.9 - 0029 .0025
1,-0 WI) (0.07)

OPCNTR 3Ib 0000 - 0117
(0 01) (-0 34)

Olk.NG 31d - 0001 - 0069 -.0171
(-0 03) (-0.19) (-0.49)

SEX 33 - 0603 - 0-28 - 0"7
(-1 -1)* (-2 06) (-2.19y

RACE 34 - 0325 - 0483
(-0 9-) (-1 43)

C_A PINVST 35 001- 0128 0096
4,1 05; (0 34) (0 r;

INFUNDS1 36.1 - 0050 - 010-
(-0 14) (-0 31)

1NFUN1)S3 36 3 0600 0560
(1 -4) (1 60)

1NFUNDs5 36 5 0281 0323
(0 81) (0 93)

(=YRS 39 0502 0530 0606
(1 50) (1 56) (1 -78)

YJTIV1 tOa 0320 0426
(( 91) t . 25)

Mun v2 401) 0143 015-
(0 40) (0 45)

MO-11V9 WI 003 0083
(0 11) (0 24)

l'NEMC11 na - 0896 - 1114 - 098"
(-2 66)- (-3 28)- (-2 88)-

EXSI-S1 na - 040- - 03-0
(-1 20) (-1 10)

R' 0-0- 063 0819 0491.r,I, 84"2 8523 8481 8580
F 3 085 2 1-08 ) )346 1 9022

acant at the 1 Icw1
"signittcant at the 01 letel

sIgndicaot at the 001 I(
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YEAR 2 Dab - n = 1171
DEPENDENT VARIABLE = Survival/Discontinuance atter Three Years

Value: are standardized coelichnts - Betas
T-values alettiparentheses)

Indep. Survey Regress Regress Regress
Variables Quest #1 #2 #3

IND rla .0648 .0429
(1.66)* (1.22)

DATE na .0422 .0077 0207
(I 10) (0.08) (0.40)

HOURS2 1 .0500
(1.44)

UNP 0576 0704,
(1.481 (1.34)

1DTEMP2 3 .0652 .0711
(1 57) (1.28)

NEWEMP, 4 - 1140 -.0197
(-2.78)- (-0.60)

ASSCH2 8 - 0710 -.1257
(-I 65) (-3.29)-

NEWFUNDI 9.1 .00-18
(0 14)

NEWFUND4, 9_4 - 0-'05
(-I soy

NEWPROD, !Oa -.0152
(-0.4 i)

DROP: I Ob 0089
(0.17)

NEWLOC, I Oci -.0195
(-0 55)

NEWNAM, 10c - 088' -.0776
(-2 29y (-2 24)

CHPRICE, 101 - 0545
(-1.02)

CHADV, I Og 0633 .0665
(1 55) (1.24)

CHFLOOR, I Oh - 0839 - 0436
(-2 15)* (-0.83)

PROBMKT, I I a -.04'9
(-1.2')

PROBFAM, I I e -.1591 - 1/98
(-4 02)- (-3.66)-

PROBCRED I If -.1043
(-I 92)*

SLSCOMP, I2a - 090
(-I.72y

GOVT I 31 0475 - 0135
(1.22) (-0 2S)

BSI, 15.1 -.0803
(-I 54)

BS2, I.2 0103
(0 3(i)

BS3, 15.3 -.1577
(-3.03)-

1355, 15.5 -.1960 - 0604
(-4 99) (-1 73)
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YEAR 2 Data n = 1171
DEPENDENT VARIABLE = Survival/Discontinuance atter Three Years

Values are standardized confident: Betas
T-values are in (parertheses)

Indep.
Variables

BS6,

69,

Survey
Quest

15.6

15.9

Regress
#1

Regress
*2

-.0442
(-1.27)

Regress
#3

-.0443
(-0.85)

ODDYRS, 17 .0943 .0922
(2 30). (2.45)

MKTCST, 18a -.0785
(-1.49)

INFO 1 2 I 9a .0065
(0.19)

INFO4 , 19d -.0306 -.0016
(-0.05)

INF05, 19c -.0418
(-0.78)

INF010, 19j - 1179 -.1674
-2.94 y. (-3.14)-

TIME 1 2 21.1 -.0592
(-1.11)

T1ME32 21.3 - 0032
(-0.09)

TIME4, 21.4 -.0529
(-0.99)

TIME8 2 I .S - .0863
(-2.49y

FXSLS2 na -.0207
(-0.60)

UNEMCH na -.0438 - 0362
(-0.49) (-0.70)

R' .1645 102' .1410
SEE 2496 2506 .2441
F 6 7277 4 3966 2.8933

'significant at the 1 level
-signifiant at the 01 tevez
sIgnificant at thc 001 level
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YEAR 2 Data n = 632
DEPENDENT VARIABLE = Employee Change Over Three Years (Scale, 1-4)

Values no standardized coefficients Betas
T-values are in (parentheses)

Indep. Survey Regress Regress Regress
Vat iables Quest #1 #2 #3
IND na 1401 0855

(2 33)* (1 64)
DATE na - 0344 -.07% -.0848

(-0.58) (-1.59) (-1.32)
HOURS? .07i5 .0849

(1 22) (1.67)*
UNP2 2 - uo14 -.0901

(-0 22) (-1.20)
1OTEMP2 3 .0746 .1014

(1 09) (1.19)
NEWEMP, 4 1091 .0239

(1 60) (0.47)
ASSCH, 8 - 0214 -.0618

(-0 30) (-1.17)
NEWFUND12 9.1 0234

(0 i)
NEWFUND4, 9.4 0661

(0 85)
NEWPROD, 10a 0639

(1 24)
DR0112 lob -.0281

(-0.38)
NEWLOC, 10a 1188

(1.53)
NEWNAM, 10e 151 1379

(2 50): (2 74y.
CHPRICE, 10f 0291

(0 55)
CHADV, I Og - 0357 - 0845

(-0 57) (-1.09)
CHFLOOR, 10h - 0731 -.109(

(-1 18) (-1 44)
PROBMKT 11a -.0519

(-1 61)
PROBECAI 11 e 0029 0685

(0 05) (0 93)
PROBCRED Ilf -.0035

(-0 07)
SLSCOMP, 12a - 1285

(-1.57)
GOVT 1j 05-'9 0904

(0 92) (1.79)*
BSI2 15.1 - 0225

(-0.29)
BS22 15.2 0187

(0.37)
BS3, 15.3 0466

(0 91)
EIS4, 15.4 - 0796

(-1 01)
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YEAR 2 Data n = 632
DEPENDENT VARIABLE = Employee Change Over Three Years (Scale, 1-4)

Values are standardized coelicients Betas
T-values are in (parentheses)

Indep.
Variables

Survey
Quest

15,5

Regress
#1

- 1029
(-1 57)

Regress
#2

Regress
#3

t1,59, 15,9 .0097
(0.19)

ODDYRS, 17 1061 1537
(1 73)* (2.8 ,).

muctsr2 18a - i 068
(-1.42)

INF012 19a .0038
(0.06)

INF04, 19d 0537 .1340
(0.85) (2.61)**

INFOS, 19e - 0688
(-1.33)

INF010, 19, - 007? -.0299
(-0 12) (-0.40)

TIME1, 21.1 -.0620
(-0.75)

TIME3, 21.3 .0466
(0 91)

TIME4_ 21.4 .0246
(0 30)

TIME8, 21.I .0414
(0 83)

FXSLS, na 1189 - 0140
(1 90)' (-0.28)

UNEMCH na - 0422 - 1048
( -0 70) (-1.37)

R 1512 1344 .1381
SEE 8369 8521 8647
F 2 3443 2 6693 1.5746

'significant at the 1 lesel
significant at the 01 kvel

signiticatu at the 001 1nel
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YEAR 3 Data - n = 877
9EPENDENT VAMABLE = Employee Chugs OM Three Years (Scale, 1-4)

Values are standardized coellichmts - Betas
T-vaien areit(partatheses)

Indep.
Yariabks
IND

DATE

UNP,

Survey
Quest

na

na

Regress
#1

.0998
(2.loy

-.0705
(-1.54)

Regress
*2

.0958
(1.19)

-.0262
(-0.35)
-.0826
(-0.84)

Regress
#3

-.0273
(-0.48)

.0587
(1.04;

1U1tMP3 1948 2991
(4.22)- (2 89)"

NEWEMP, 4 .1450 .2132
(3.02)" (2.72)-

NEWPART. 5 .0399 1182
(1.50) (2.0C)

ASSCH, 8 -.1990 -.2207
(-4.15)- (-2.93)-

NEWFUND1 9.1 .0899 0994
(1 12) (1.72)

NEWFUND4, 9.4 -.0598 .0338
(-0 77) (0 58)

NEWPROD 10a - 0646
(-0 WI)

DROP 4 10b -.1165 -.0949
(-2.37) (-1.65)

MOVED4 10c 0596 .0282
(1,21) (0.49)

NEWLOC lod 0708 1099
(1.50) (1 88)

CHPRICE, 10f - 0491
(-0.66)

CHADV, lOg - 1251
(-1 66)

CHFLOOR 10h - 0986 -.1208
(-2 0S)* (-2 0 ;)*

BSI , 13.1 0604
(0 75)

BS23 13.2 0480
(0 84)

BS3, 13.3 0219
(1 26)

BS6 13,6 .0328
(0.57)

BS9 13,9 1723
(2 29)

ODDTRS, 15 0532 0860
(1.12) (1.46)

ADITFRN 16 0760 .0706
(1 01) (1.26)

CURRCAP 17 - 3079 0110
( -0 77) (0 19)

0
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YEAR 3 Data n = P77
DEPEOENT VARIABLE = Employee Change Over Three Years (Scale, 1-4)

Values are standardized coefficients Betas
T-values are in (parentteset)

Indep.
Variables

TIME! ,

Survey
Quest

18,1

Regress
#1

Regress
#2

- 0174
(- 0 21)

Regress
#3

.0392
(0 66)

T1ME3, 18,3 .0225 0423
(0.2o) (0.72)

TIME4, 18,4 - 0038 .0201
(-0 08) (0.22)

TIME8, 18,8 1301 1003
(2 68)" (1.22)

INFO1 , 20a - 0535
(-0.92)

INF04, 20d .1075
(1.43)

1AKEOUT 24 .0778 1Z22
(1 00) (2.07)*

UNEMCI1
.

na - 116- -.0451
(-2 54) (-0.79)

R 2408 2931 1349
SEE 8079 8353 .8518
F 8 358' 2 6579 2 3219

'sly liticant at the 1 level
significant at the 61 lewl
--significant at the 001 loci
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Appendix IV: Survey Questiomiaires
NEW BUSINESSES.

YEAR 1

Please millt the best mower

Mere classify your MP, businem sanity. using one of the categories of examples below (If mom than one applies. mark the
one which contributes the most Unmet rur $1025 salsa or total femme.)

111 Canstrnetion lgeneralcontlector. painting, ca pentry. plumbing, heating electrical. highway. etc.)
Mankiectunng and ellednal (including dairy processor. printer. publisher. etc.)

131 Transportation. trent Walt communication. public utilities (truckei s. movers inearkestem etc.)
(41 Wholeside lincn.aing grain elevator. livestock darer. distributor of equipment. manufacturer's rep.. etc.)
151 fitted (including service station. restaurant. bar. radio and TV store. dnig store. florist. apparel. etc.)

Agneidturaveterinanset. forestry. landscaping fisheries. etc.
- Financial. Momenta reel estate. bank. wings & ban. etc.

Beauty aim. beefier shop. Ors" motel. hotel. reps.* service. bookkeeping service. photographer. funeral ditector.
rental army. credit human. ka. ey. etc.

191 Physician. dentist. attorney engimer. architect cant skilled nursing care facility. etc.
1101 Other (plane describe)

Tann did soar firm register its first sale (under your ownership or principal management)? (Circle a year mad month)
WAR mown'

111 IOC 11) Jan 151 Mar 181 8e1)
121 1104 121 Feb 161 Jun 1101 Oet
131 1908 131 Mar 171 Jul 111) Nov
141 1982 or beam 141 Apr 181 Aug 1121 Dac

2e. How long was it between your first busmmo expenditure of 8500 or more and your first mob receipt iaaki?
111 leas than one month 121 montiat between

(number)

On average how msny full and part-time employees do you have (including yourself)?

part-time

Haw many trapsid family members are there that work for the firm', (Incluoc children that are paid some type of small payment.)

unpaid family helpers

41. How tr. lours per week le toter do these unpaid family membera work/ to* ) hours of work per week

About how many hours per week do you work for th, firm/ hours per week

In pur first year of business. did/do you have
Ill A full-time job outside of your firm
121 A part-time job outside of your finn
(3) Irregular work outuide of your firm (exclude ntlitary reserve. etc )
141 No yib outside your firm

In pur first year of business. did/dc es your spouse or other adult family member msiding with you. have an income-pmducing
Job other than working for your firm?
111 No spouse at time 141 Yes. spouse. part-time
121 No. no job (5) Yes, other member. full-tir
131 Yes, spouse. full-time (6) Yes, other member. part-time

2

34

54

12 14

17

113

What do you estimate that your gross sal ?s or revenues were) will be In your 11:st mar of businesa/

8 00 19 24

How large do you expect your gross sa.N313 tO be in IWO years/ S 00 (gross annual sales) 25 29

What percentage of these sales came/will come from the sale of traschieed goods or services/
111 None 131 10%-24$ (5) 50%-74% 171 AU 30

(2) Under 10% 141 25%49% (6) 75%-99%

10a. Does your finn operate under a franchise name. e g. McDonald's Ford. Texaco/
111 Yes (21 1:4°

How did you become ov ner or prir.cipal manager of your present business/
(1) Started it 141 Promoted by other owners
121 Purchased it (not from family) 151 Brought in by other owners 32

131 Inherited it or purchased from family (6) Other

When you went into your business, what were your most important goals/ (indicate with a 1 the most important goal. a -2-
the next moat important goal. a "3" the third most important goal and a "4" the fourth moat important.)

a. To let you do the kind of work you wanted to do vs

b To avoid having to work for others 14

c. To make .nore money than you would have otherwtse 15

d. To toilid a successful organization 16

e. Other Jr
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lbw many full. timeJobs Mak absent et gan taationk count military service as one Job) did you hold fnsm the time you left school
Ig you entersd your mania business?

Is your business currentYlocatsd in your own home (Including prase. basement. wing etc)?
rirya 121 No

4142

43

NOW percent len of my business comes from customers located within a roam of
If I mile 131 10 miles 151 50 mills I71 more then 100 miles am

121 5 miles 141 25 miles 161 100 mike tel don't know

1aulng the next the years how much average change pm yaw do you west in the motion yoo r e orog to sem

id The number of cuatomem

lamas'
Owe
30%

beelase
20% Ur 1111

lielmren Ullidllegid
141% la -2161

Ossaws
I-3% we haat

Nam10911bs 3% awe

_lei 1 2 3 4 5 e ea.,

WThe number of compentoro
me 1 2 3 4 5 6 426

14 Total asks for all firms
*- providing my kind a
, product/services wilt 1 2 3 4 5 6 47

Winn you were plant ng your business. what sauces of information or help were important to you? Please rate essb source below
as Mama

Vey IlleaswIra MIlla Not
Impsesse IleparIsst leyssesse thud

a. accountant bookkeeper 1 2 3 4 es
b. friends or relatives 1 2 3 4 se
c. other business owners 1 2 3 4 ro
d. government programs or information sources 1 2 3 4 71

e. bankers 1 2 3 4 ra
£ trade organizations I 2 3 4 m
g lawyers. attorneys 1 2 3 4 74

h. generally available books manuals. etc 1 2 3 4 rs
I. franchisors or suppliers 1 2 3 4 76

J. courses. seminars. workshops t 2 3 4 77

k. other 1 2 3 4 ?a

(please explain)

From the list below. how would you descnbe your business stratesy Using a TOTAL of 100 points. please assign points Watch Item
bdow that reflects Its importan sets' your &airless sustegy Ablank is0 points. f rexample if-low pnear were your nuaor stratev
with "better service" receiving secondary emphasis, you might assign 70 paint: to low prica" and 30 p-vints to 'better service"
leaving the rest blank to indicate they are not recetnng spend asselmeis in your strum/ (Please read the entire list before
'boring)

Try to keep prices lower than my competitor 7 '180

icy to provide better service than my competitor el 62
Provid: more product or service choices and selection than my comi..,itori 83 .54

Tiy to . lid a better reputation for quality 1 ss

icy to advertise more effecttvely 47 SS

Try to target customers missed or poorly se, my compet IRKS 49 90

_ Select a superior location 91 92

_ Have a better appearance or better (scam, 93 94

Provide a service or product otherwise una 95 96

100 points TOTAL

Ps: each statement, write the number which indicates Uie extert to which you agree or disagree with each statement.
)11 Agree strongly 131 Neither agree or disagree 141 Disagree somewhat
121 Agree somewhat 151 DIsagree stron4y

al Making a comfottable living is enough success 17

b) _ In my business. operating controls and methods are in venting 0(

c) _____ I am most comfortable in selling or handling technical problems rather than working on management issues 19

d) _ My business is changing rapidly .3o

Has your business been assigned a Dun & Bradstreet number'
I 1 Yes 121 No

What Is your sex',
111 Male 121 Female

Are - or ethnic minority as defined by the federal government.'
111 Yes 121 No

131 Don t know

What was the total amount of capital invested in your business by the dee you mods yoga Ina sale/
111 Under 55.000
121 85.000.s9.999
13) 810000419 999

141 $20 000449.999
51 $50 000-599.999

161 S100.000.8249.000

171 8250.000.6499.999
181 6500000 or more 4
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3e. 0(thsie amount passe Indicate approkinutely what percentage of the original funds invested in your Inn came
%Your penonal sonny
% Mends or relatitea
%Individual Niaielons (net alma or relativeel

_11 Oosernaleat Ontarament girrialled loans
-%lanliAlafir ~Wang itualudon

11) Ventura ospialibuiler Naar Woutment companies
fends Man

II Forum eantria Of thebilIMMOIS
% Other (paw duenbal

100%1117TAL

37. What paean of this business do you (Induding your spouse end children) atm?
(1) Pn s Not drawer 131 99% la 25549%
121 :00% 141 00%44% la Under Mt

3a What are **odds of oaf liarime Or yews succeeding eg. 1 chums us 10. 2 chances In 10. eer..?
No theme Certain dunce
of meows 9 1 9 4 t 4 0 7 0 9 10 amasses

39. What ant the midis of yew business succeeding e.g. 1 chance In 10. 2 dunces in 10. etc?
No chance

10 Certain chance
of moms 0 1 4 4 4 5 0 7 0 9

1
Ci MOONS

PLUME DO Mar =MOW TICS LAD=
(Used for compiling geographic information)

40 How Important west each of the 631lowtng factors in your decision to go into your businese9 (Indicate the degree of importance on a
scale of 1 for 'Very lenportanr to 5 for "'Not Important-1

a Liked the challenge
b Gained garter respect and recognitlon
c. Build sonwthIng for my family
el Earn lots of money

e Have greater conaol over my lik
1. rulfill expectanoos others had for me
g Use my skills and abIllues
h. No better alternatives
I. Live where and how I like

88

Very
Irapsetent

Nat
lopeetamt

i 2 ' 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

11



YOUNG BUSINESSES
YEAR 2

Nesse sisek the best siverrer or fill in the blank ss appropriate

About how many *airs per week dorm wock for the firm? hours per tveek

About how many hours per week Is Mad do unpaid family members work?
total hours of wort per week.

On awes& how many full and put-Wm employees do you have fincludingyourself)?
full-Ume part-ume

VAire any of the employees salmi in the last twelve rronths hired as managers or supervisors amber empknees
in your firm?
(11 Iles 121 No 101 Noemployees added

Me other full-time partners or investors mther than yourself) now involved in your business?
l 1 I Yes. partners 191 No

(number)

About what were you firros gross sales or revenues during the last twelve months or during :our ittdr
fiscal year?

9 00

How large do you mpect your gross sales to be in ONE year? 8 00 (gross annual asks) ism

Comparing the total assets of the firm today to total assets of the firm restive months ago. about how much have total
firm meets changed durtng the !am twelve months? (lbtal assets include the value of all equipment. buildings.
vehicles and land owned by the finn as well as cash. inventories and supplies and accounts receivable)

(1) Increased 121 Stayed about the same 131 Decreased 33

Sa If "Increased" or -decreased". by 3.pproximately what percentage? % 34.311

Which of the following have been marnLourres of atm fundsdurtng the post twelve months? PI, at put a r next to
the most important source of new a -2- non to the second most Important source. and so on. Leave blank
those sources not used.

funds from company earnings 33

additional funds from owners who were owners of record 12 months ago 3.
f mds from new (less than 12 months) owners or investors Is
loans from banks or other financial institutions 3o

increases in trade credit and accounts payable 3t

other 32

(please explain)

During the last twelve month& have you made malse chaAges in the nature of y; ,. business?

MMOlt CHAMP, WADS
a. Added new product lines or services (1) YES (2) NO 13

b. Dropped product lines or services 111 YES 121 NO 34

C. Moved business locaUon 111YES 121 NO 33

d. N ew b r a n c h e e or a d d ed locate- .., 1 l 1 YES 121 NO 33

e . C h a n g e d the name of the business 1 l 1 YES RI NO 37

E Changed your prices relative to
your compeGtors 111 HIGHER 121 LOWER 131 NO CHANGE 3.

f Changed your advertising and
promotion 111 MORE 12I LESS 131 NO CHANGE 19

h. floor space MADDED 121 REDUCED 131 NO CHANGE 10

1 6 89



11. During the past twelve months. did any of the following Imrt the development and performance of your business?

(Please rate each from 1 "no serious problems" to 5 "serious problems):

a. A decline in the MOM you tens
b. Competitive piessursa
C. Cast oe qualky of Mbar

d. Cost or quality of goods. materials. etc.
e Family demands. health problem. etc.
L Availability of credit or fins=
g Other

(please wiplainJ

Ns *Wm
Psalms

Radom
holism

1 2 4 5
1 2 . 4 5
1 2 - 4 5

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

12. How isyour business doing to:lay compared to the expectstions ru had kr your business a year ago?

Mess Tim Alma dr Sam Lawerlfra
llipsobsd as llosseell alissIal

a. Sales are III 121 (3)

b. Profits axe (11 PI PI
c. My Persona Satisfaction irt (11 (2) 131

13. In what arm have you merienced more or less difficulty dm yeshell lomat when you became owner or
principal manager of your business? (Please rate each):

a. Developing sales
b. Ming and umaging employees
c. Accounting and record-keeping
d. Getting loans and financing
e. Responding to competitors

L Keeping costs under control
g Managing inventories and receivables
h. Planning dearioping strategy
I. Dealing with suppliers
j. The cost of government regulation and red tape

Use °Medi
This Ispsesed

lime Olio&
lir limpsolst

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

14. Think about your rimy competitor. that firm your customers would go to if or when they do not buy from you,
Which of the following would best describe your major competition? (Mark ass only)

111A firm your size or smaller
(2) A firm larger than yours, but less than five times your size
131A firm more than ftve rur size
141 Difficult to say who rur major competitor is

15. From the list below. how would you describe your business strategy? Using a total of 100 palate. please assign
points to each itembelow that reflects its unportance inyour businessstrategy.Ablank means 0 points. Forexample

if low price:" wee your major strategy with "better service" receivingsecondaty emphasis, you might assign 70
points to low prices" and 30 points to "better service". Ming the rest blank to indicate that they are not receiving
special asirkub in your strategy. Please read the entire list before scoring.

Try to keep prices lower than my competitors
Try to provide better service than my competitors
Provide more product or service choices than my competitors
Try to build a better reputation for quality
Try to advertise more effectively
Try to target customers missed or poorly served by my competitors
Select a superior location
Have a better appears= or better facilities
Provide a service or product otherwise unavailable

100 points TOM.
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- What an the odds of eaylassians rani succeeding e& 1 chance in ten. 2 chances In ten ete.?

No chance 0 1 2 3 4 5 6 7 9 10 Certain chance 51581

O(IIW
I liii Li LII I

of success

. What ale the odds drys Wainer succeeding eg 1 chance in ten. two chances in ten. etc.?

No chance 0 1 2 3 4 5 6 7 8 9 10 Certain chance 0340

of success
1 1 1 11111_1_1i of success

During the nett ftve rata how much average change parrot do you expect in the market you are trying to serve
(Circle the scpropelate number breach)

lawn hasnin Amass* Uselingsd ftstients Own
2011 20% Is US 10% to WS +Mita 3416 Mar area Nam

a. The number of
minim MIL 1 2 3 4 5 6 a.

ti. The amber of
esagsilea wit 1 2 3 4 5 6 16

C The sin Sr itIl
Anus providing your
product or service wilE 1 2 3 4 5 6 at

What souscesof Information or assistance have been most impormen to you In running yourbusiness during the
lot twetve months? Please rate each source below:.

Iraq
hoparant

eawisinn
Inpvirent

Melo
Ingsetsset

Nat
Liasd

- a. accountant: bookkeeper 1 2 3 4

b. friends or relatives I 2 3 4
c. other business owners
d. government programs or

1 2 3 4

inkirmstion sources 1 2 3 4

e bankers 1 2 3 4

E trade organizations 1 2 3 4

& lawyers: attorneys

h. generally available books.
manumit etc.

1

1

2

2

3

3

4

4

_ L franchisor or suppliers 1 2 3 4

J. courses, seminars. workshops 1 2 3 4

k. other 1 2 3 4
(please evlatn)

What factors do you feel motivate employees the most? Please rate each factor on a scale of 1 = -very important"
to 5 = "little Importance:

91

92

53

90

93

96

97

Very UM
Important :aportsace

a. Develop personal. friendly relationships 1 2 3 4 5 I

b. Good wages and salaries: raises 1 2 3 4 5 2

C. Extensive fringe benefits I 2 3 4 5 3

d. Share in decn-making:
mote responsibility 1 2 3 4 5 4

_ e. Clow supeivision I 2 3 4 5 5

E Profit-sharing stock optons. etc. I 2 3 4 5 6

6 Provide a chance to learn new skills I 2 3 4 5 7

^
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. -..
....--.4.

"1--
21. hwirmudirijaarthoi bailor:Med to the hilowingactivinen (Please put theapproidenatepaana - --t-- =spent rago

In those moo over the course of the last Mein months) -...,.

Dimilogvnlh anployees
Ihoord-haspIng liner(Jnient forme. etc.)

It Mitt MIN or maser costal
It Actual paaduedan or provision at services
S Molinomes. whelp, &mom Gloried pine

"fuodroling or tholingelth suppliers
Oa* sonialhonnt aed arranging finoncing
Yleaminglina ennth/cliange
Other

(pierae explain)
KO% OF TOUR THIS TOTAL

22. !fru lisdanouglimoneyto ascornfortablyaoyou would like for the rest ofyour lik.wouklyou connnue tow*.
et would mot* working?
I would continue to Taut 111 Yes 121 No

23. How old me you when you become Camer or principal manager of your business? years old
24. What briar sex?

Ill Hole 121 amok
Theft pew, mei Dm holp la agpookaaL

MAW DO HOT =IOU MUD LABEL
(Used for compiling geographic and Industry
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ate so isegsr is badmen pisass cheek here, see question 27. and Mans 0

DEVELOPING BUSINESSES IN AMERICA
Please nark the best answer or fin In the blank as appropriate

YEAR 3

About how many hours per week do you work for the firm? hours per week

About how many hours per week in total do unpaid family members work?

total hours of work per week.

On average, how many full and part-time employees do you have (including yourself)?

full-time part-time

Were any of the employees added !ii the last twelve months hired as managers or supervisorsof other
employees in your firm?
HI Yes (21 No 131 No employees added

Are other full-time partners or investors (other than yourself) now involved in your business?

IV Yes. partners 191 No

(number)
5a. Have any full-time partners or investors left the business?

111 Yes. partners 181 No 191 Never had partners
(number)

Has the Individual responsible for the day-to-day management of this business changedwithin the last 12
months?
I11 Yes 121 No

, About what were your firm's gross sales or revenues during the last twelve months or during your last
fiscal year?

00

Comparing the total assets of the firm today to total assets of the finn twelve months ago. about how much have
total firm assets changed during the last twelve months? (Total assets include the value of all equipment.
buildings. vehicles and land owned by the firm as well as cash. Inventories and supplies and accounts
receivable.)

9.10

11

12

13

14

15.19

II lncreattld 121 Stayed about the same 131 Decreased 20

8a. If "Increased" or "decreased". by approAmately what percentage?

Which of the following have been major sources of new funds during tht past twelve months? Please put a 1"
next to the most important source of new fund s. a "2" next to the second most important source, and so on. Leave

blank those sources not used.
funds from company earnings 24

additional funds from owners who were owners of record 12 months ago 25

funds from new (less than 12 months) owners or Investors 2s

loans from banks or other financial institutions 27

increases in trade credit and accounts payable 29

other 29

(please explain)

21-23

1 nn
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10. During the last twelve months. have you made major changes in the nsture of your business?

MAJOR amass KAM
a. Added new product lines or services
b. Dropped product lines or services
c. Mowcl business location
d. New branches or added locations
e. Changed the name of the business
f. Changed your prices relative zo

your competitors Ill HIGHER
& Changed your advertising and

p r o m o t i o n I 1 1 MORE
h. Floor space 111 ADDED

111 YES
111 YES
111YES
III YES
Il 1 YES

121 LOWER

(2) LESS
(2) REDUCED

121 NO
121 NO
12) NO
121 NO
121 NO

131 NO CHANGE

DINO CHANGE
131 NO CHANGE

11. Duringthe past twelve months, did anyof the followingiawt the development and performance ofyourbusiness?(Please rate each from 1 is "no serious problems" to 5 "serious problems"):

a. A decline in the sasekst you serve
b. Competitive pressures
c. Coot cr quality of labor

d. Cost or quality of goods. materials. etc.
e. Family demand& health problems. etc.
1. Availability of credit or finance
& Other

(please explain)

No Sodas
Problems Woos

ProMsmo
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

12. !..!ow isyour ousiness doing today compared to the expectations you had for your business when you started itorbecame the principle owner/manage!?

MrpooteTbr About the tam Lane flea
es tweeted IMpeeteda. Sales aret III 121 131b. Profits are: Ill 121 131c. My Personal Satisfaction Is: III 121 (3)

13. From the list below, how would you describe your business strategy? Using a total 61100 plats, please
apoints to each Item below that reflects its importance in your business stratev i/r. A blank means 0 pot:1gexample. !flow prices" were your major strategy with "better service" receiving secondary em phasis. you might

assign 70 points to "low prices" and 30 points to "better service", teal sg the rest blank to indicate that theyare
not receiving special aspliesis In your strategy. Please read the entire list before scoring.

Ity to keep pnces lower than my competitors
Ity to provide better service than my competitors
Provide more product or service choices than my competitors
Ity to build a better reputation for quality
ity to advertise more effectively
ity to target customers missed or poorly served by my competitors
Select a superior location
Have a better appearance or better facilities
Provide a service or product otherwise unavailable

100 points TOTAL

14. What are the odds of any business lite yours succeeding. e.g. 1 chance in ten. 2 chances in ten. etc.?
No chance
of success

0 1 2 3 4 5 6 7 8 9 10
I I I I I I I I I I

15. What are the odds of your business succeeding. e.g. 1 chance in ten, two chances in ten. etc.?
No chance
of success

0 1 2 3 4 5 6 7 8 9 10

1_1_1

Certain chance
of success

Certain chance
of success

16. Since forming this business, have you taken any technical, vocational or professional development courses/training or attended any professional meetings/conventions?
IllYes [21No

94
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lea. If 'Yea" what type(s) was it? (Check all that apply.)
[11Structured pmgram lead ng to a certificate. degree. or license
121 Occasional courses or . ainars to learn business skills useful in Just about any kind of business
1310ccasional courses or seminars to learn new skills, new techniques, new products. etc.. found in my

kind of business
(4111sde/professional association meeting or conventions with speakers and/or professional exchanges

this point in time, what is the total amount of capital invested in your business (bv you and all other owners.
ors and partners. including retained earnings)?

II Under 55.000
$5.000-59999
a 10.000-s 19.999

141 $20.000449.999 171 5250.000-5499.999
[51 $50.000499999 181 5500.000-5999.999
[61 100.000-$249.999 191 1.000.00C or more

how much of your time ts allocated to the following activities: (Please put the approximate
of your time spent in these areas over the course of the last twelve months)

% Dealing with employees 76.77

% Record-keeping (financial, government forms. etc.) 7679
% Direct selling or customer contact 96111

% Actual production or provision of services 6243
% Maintenance, upkeep. cleaning of physical plant 64-65

% Purchasing or dealing with suppliers 6687

% Cash management and arranging financing 6669
% Planning firm growth/change 9091

% Other 9243
(please explain)

?a

rs
74

00% OF YOUR TIME TOTAL

nce your first year in this business, have the average wages/salaries paid to your employees (for a person in a
parable Job) increased, decreased or stayed about the same?

11Stayed the same (311ncreased by about ..%

Nc employees [41 Decreased by about %

9a. Since your first year in this business, have the number and/or quality of the benefits provided your
employees, e.g. paid vacations, insurance. etc.. increased, decreased, or stayed about the same?
IllIncreased 121 Decreased 131 Stayed the same

t sources of informa on orassistance have been most importar t toyou in runningyour business during the
t twelve months? Please rate each source below:

94 96

97

Very Somewhat Little Not
Important Important Importance Used

accountant: bookkeeper 1 2 3 4 I

friends or relatives 1 2 3 4 2

otner business owners 1 2 3 4 3

government programs or
information sources 1 2 3 4 4

bankers 1 2 3 4 s

trade organizations 1 2 3 4 6

lawyers: attorneys 1 2 3 4 7

generally available books.
manuals. etc. 1 2 3 4 6

franchisor or suppliers 1 2 3 4 9

courses, seminars. workshops 1 2 3 4 lo
other 1 2 3 4 1 I

(please explain)

Ityou had a son or a daughter that wanted to go into business for himself/herself. to what extent would you
approve or dissaprove? (Circle the number which best &scribes your degree of approval or dissapproval.)

Completely 0 1 2 3 4 5 6 7 8 9 10 Completely
Approve LI 111111111 Dissapprove

95
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22. l'b what extent has ownership of this business satisfied the following personal objectives: (Indicate the degree a
satisfaction from 1 for "Very Satisfied" to 5 for "Not Satisfled".)

._

a. Overcoming a challenge
b. Gaining greater respect and recognition
c. Building something for my family
d. Earning lots of money
e. Having greater control over my life
1. Adfilling expectations others have for me
g. Using my skills and abilities
h. Having steadier employment
1. Living where and how I like

Very
SatisEed

Not
Ilatleged

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
I 2 3 4 5
I 2 3 4 5

23. Looking backknowing what you know nowwould you go into this business again?
(I1Yes. I would do things pretty much the same way
121Yes. but I would make 30111e major changes in the way I did it
13) No. I would not go into this business again
141No. I would not go into any business again

P!..TASS DO NOT REMOVE 1111$ LABEL
(Used for compiling geographic and industry info

24. Approximately how much money were you personally able to "take out" of your business during the last 12
months (including salary. draw, dividends, etc.)?
111Prefer not to answer 13)*10.000414.999 151*25.000434.999 171$50.000474.999
(21Under *10,000 (4) *15.000424.999 161*35.000449.999 A *75.000 or more

25. How old were you when you became owner or principal manager of your business?

26. What is your sex?
111Male 121Female

years old

27. (Optional) If someone came to you for advice or suggestions about going into business, what go ild you tell

96

Thank you very much. Tour help le appreciated.
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