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FOREWORD

Women-owned businesses are a vital part of our natiootessful economy. They

outpace other small business sectors in growth and participate in esesyry. The U.S.
Small Business Administration’s Office of Advacy estimates that there were 8.5

million women-owned businesses in 198¢counting for more than one-third of all
businesses and generating $3.1 trillion in revenue. Their numbers have been increasing
steadily, and more rapidly, than other small businesses in tme@mg 1 by 89 percent

over the last decade. And their revenue increases are astonishing—209 percent over the
same period, even after adjusting for inflation. As we approach a new century, evidence
suggests that women-owned businesses will be even more important to the economy.

The Office of Advocacygports small business research—including that focused
on women-owned businesses—nby identifying small business contributions, evaluating
small business vital signs, determining reguiaimpacts on small businesses, and
monitoring the financing of small businesses. In this report, the Office ofcadydas
analyzed the available data on worr@vned businesses to estita the number and
contributions of these firms. The datausces indicate that significant growth has
occurred in all areas.

We need to increase awareness of the economic implications of women’s business
ownership. Removing the existing barriers to the development and growth of women-
owned firms will benefit not just women-owned firms, but the entire economy. With
more timely, detailed data, we can bettederstand the characteristics of women-owned
businesses and identify policies that will assist them in their pursuits. The Office of
Advocacy is pleased to present thisog on women'’s considerable progress in business
ownership.

Jere W. Glover

Chief Counsel for Adveoacy
U.S. Small Business Administration
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EXECUTIVE SUMMARY

The Office of Advocacy has analyzed the available data on waweed businesses and

consolidated the findings Women in Busines$he dataaurces indicate that significant

growth has occurred in all areas of women-owned businesses. Using thecrasidata

available, Advocacy has estimated the number and contributions ofnammmed

businesses in 1997 and made someeptmns ta2000 and beyond:

The number of women-owned businesses increased 89 percent over the last
decade to an estimat&db million.

Women-owned businesses gaated$3.1 tillion in revenue, an increase of

209 percent between 1987 and 1997, after adjusting for inflation.

Some 23.8nillion employees wrked for women-owned firms, an increase of
262 percent over the 1987-1997 period.

More than 1.4million women-owned businesses with employees gete$2.8
trilion in revenue. The number of wom@wned businesses with employees
grew by 46 percent from 1987 to 1997.

Revenue of women-owned businesses with employees grew 221 percent from
1987 to 1997, after adjusting for inflation.

By the year 2000, it is estated that wome-owned sole proprietorships will
number 7.Imillion, or 35 percent of all sole proprietorships. The number is
expected to grow 33 percendm 1990 to 2000, compared with 23 percent for
all sole proprietorships.

There will be &out 4.7million self-employed women bg005. This is an

increase of 77 percent since 1983, compared with a 6 percent increase in the

number of self-employed men.

The data also document womept®gress in business ownership over #grent past:

According to @tafrom the Bureau of Census, 6rllion women-owned
businesses generat$dl.6 tillion in business revenues 1992. Women-
owned businesses constituted 34 percent of all businesses and 25 percent of

businesses with employees.



* The number of women-owned businesses, excluding regular “C” corporations,
increased 43 percent from 1987 to 1992, compared with a 26 percent increase
in all businesses. Receipts of these woraened businesses increased 92
percent over the same period, compared with 38.5 percent overall.

» Of the 5.8million women-owned businesses, excluding C corporations, in
1992, 53.7 percent were in services. Women were most represeraéallin r
trade (44 percent). Just 10 percent of construction firms were women-owned.

* Over the 1987-1992 period, the number of women-owned businesses grew
fastest in the more capital-intensive industries such as wholesale trade,
manufacturing, and construction.

* In 1992, about 14 percent of women-owned businesses had paid employees,
compared with 18 percent of all firms.

* Alsoin 1992, 3.5 percent of all women-owned firms, and 16 percent of those
with 20-100 employees, were franchises.

* More than 60 percent of women-owned businesses weratedan the home
when they were first established.

* Only 1.7 percent of federal prime ccentt dollars went to wonmeowned
firms in fiscal year 1996.

* Nearly three-quarters of all women-owned firacsessed some type of credit
in 1993. One-half of all women-owned firms used some type of traditional
loan and 60 percent used nontraditional sources such as finance companies
and personal credit cards.

» Although commercial banks were the traditional financing source used most
often by women, only 32 percent of women-owned firms used them in 1993.

* More than 35 percent of all women-owned firms used some type of credit card

for their business credit needs in 1993.
The U.S. Small Business Administration's Office of Advocagypsrts small

business research by identifying small business contributions, evaluating small business

vital signs, determining regutaty impacts on small businesses, and monitoring the
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financing of small businesses. One of its most important functions is usiniyaiata
public and privateaurces to assess the state of small businesses, includingivesvned
businesses.

Women in Businesgas prepared by the Office of Advocacy’s Office of
Economic Research under the general supervision of Dr. BrucdllipsPtirector of
economic research. The detailed text, tables, andgirons were prepared by Alicia
Robb, economist. Comments on the contents of this report mayelsgedirto the Office
of Economic Research at (202) 205-6530. Visit the Office of Adeg’'s home page at

http://www.sba.gov/ADVOfor additional information about small businesses.
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DATA SOURCES

Women'’s business ownership has been growing at a rapid pace in recent years.
Measurement of this phenomenon continues to be hampetimdtby data; this reort
focuses on the information that can be gleaned from availatdesnirces. Data used in
this report include: tax returmadisticsfrom the Internal Revenue Servicetd on
women-owned businesses and the abtaristics of business owndrsm the U.S.

Census Bureau, self-employment dfaten the Bureau of Labort&tistics (BLS), finance
statisticsfrom the Federal Reserve Board, procurement information from the General
Services Administration, and pate research. Official federal data series on women-
owned businesses have been limited in coverage, timeliness, and comparability.

The most comprehensive federal statistics on weowened businesses are
collected and disseminated every five yaarder the Census of Women-Owned
Business (WOB), a special program of the Census Bureau’s Economic Censuses. The
most recent WOB data availabler 1992, were released in 1997; they are the only data
that cover all women-owned businesses. Prior to 1992, women-owned regular C
corporations were excluded from surveys, so there was no single source that covered all
women-owned businesses. Currently, the only major exclusion irathescbusinesses
with less than $500 in annuaaeipts

Data, with somdimitations as noted, on the number of worasvned businesses
and their receipts are availalitem the Bureau of the Census for 1982, 1987, and 1992
(Tables 1-5). Internal Revenue Service tax returns prodtke @ah solg@roprietorships by
gender for 1980 and 1990-1995 (Table &gtdon self-employed women are available
from the Bureau of Labort&tisticsfor several years (Tables 7 and 8). See other tables for
data on wome-owned firms’ involvement in federal procurement and their use of
financing. Private@urces provided someth referenced in thepert, but were not used

as a primary source.

lIn 1982, businesses with less than $50iual eceipts were not excluded. In 1987 the U.S. Census
Bureau readjusted the 1982 numbers for comjiétyalith the 1987 numbers, which did exclude firms with
less than $500 imaual eceipts. Because the real value of $500 has been declining over time as a result of
inflation, the actual size cutoff for firms included in the survey has also declined, and the growth rate is
biased slightly upward for the smallest firm size class.
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THE GROWTH OF WOMEN-OWNED BUSINESSES

The Office of Advocacy estimates the number of woroened businesses in 1997 at 8.5
million, an 89 percent increase since 1987 (Table 1). Busewsipts are estimated at
$3.1 tillion, a 209 percent increase since 1987, after adjusting for inflation. Women-
owned firms employed more than 23a8lion workers in 1997, an increase of more than
262 percent since 1987. These eat@s were calculated using Census @atd 982,
1987, and 1992, and assuming a 1992-1997 graatehamilar to that of the previous
decadé.

Of the 8.5million women-owned businesses, Inllion have employeefl6.5
percent). These businesses generated receipgs®fillion in 1997. Firms organized as
C corporations constitute just 8 percent of all women-owned businesses, but produce
almost 60 percent of all women-owned businesmﬁipts.3

Women-owned businesses are organized in a variety of ways: for tax purposes, as
C corporations, S corporations, partnerships, or sole proprietorships; and as the self-
employed full-time or part-time, with or without employees. Tagadovering the
various types of businesses are from different sources and cover various years, so
comparisons can be difficult. The Office of Advocacy has used the best available data to

present an accurate picture of therent sate of woma-owned businesses.

NUMBER AND REVENUES
In 1992 there were approxately 6.4 million women-owned businesses generating $1.6
trilion in business revenues (Table 1 and Charirheyaccounted for about one-third of

all businesses and generafdd? percent of business revenue.

2Processing errors at the U.S. Bureau of the Census led to an overstatement of employer firms in 1987. As the
1997 estimates use this overstated number, these estimates should be viewed with caution. Projections based
on just three years of data (1982, 1987, and 1992) are not optimal, but are the best option because of the
limited data available. Other projections in this report, including those for sole proprietorships (which make
up the majority of women-owned businesses) and self-employment, are based on more years of data.

Data on women-owned C corporations are available only for 1992. Using the ratio of corporations to all
other businesses, estimates were made for the number of corporations in 1982 and 1987. These corporations
were included in the estimates of the total number of women-owned businesses and receipts.

Women in Business 5



Chart 1 Women-Owned Businesses as a Share of Al
Businesses, 1992
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Source: Office of Economic Research, SBA Office of Advocacy, with data from

U.S. Department of Commerce, Bureau of the Census, Women in Business 1992.

The number of women-owned businesses, excluding C corporations, increased
rapidly, by 43 percent from 1987 to 1992, compared with an increase of 26 percent in the
number of businesses overall (Chart 2cBipts increased 92 percent over the same
period, compared with an increase of 38.5 percent for all businesses.

Excluding regular corporations, women-owned firms totaled nearlifién in
1992 (Table 2). Of these, only 817,000—about 14 percent—had empfdyees.
comparison, 18 percent of all businesses have employees. Women-owned businesses
represent 34 percent of all businesses, 26 percent of businesses with employees, and 36

percent of those without employees (Chart 3).

INDUSTRIES
More than 70 percent of all women-owned businesses are in the servicetsadnchde
sectors (Chart 4 and Table 3). Within thesetsrs, women-owned firms are a significant
force, constituting more than 40 percent of the businesses ir{@aaft 3 and Table 4).
Just 10.2 percent of women-owned firms are in finance, insurance, andaé&s| es
and even fewer are in each of the constamgtwholesale trade, mamdturing,
transportatin, and agricultural services industries (Chart 4 and Table 3).
Over the 1987-1992 period, however, women-ownesinesses in construction,

wholesale trade, and transpomati commurgations, angbublic utilities had the highest

4Advocacy estimates the number had risen to 900,000 by 1997—more thatidmwith C corporations.
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Chart 2 Change in the Number of Women-Owned Businesses
and Their Receipts, 1987-1992
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Source: Office of Economic Research, Office of Advocacy, with data from Women in Business 1992,
U.S. Census Bureau.

Chart 3 Women-Owned Firms as a Share of All Firms by
Industry, 1992
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Source: Office of Economic Research, Office of Advocacy, with data from Women in Business 1992,
U.S. Bureau of the Census.

rates of growth (Table 3)Businesses in mining, manufacturing, wholesale trade and

finance had the highest rates of growth in receipts.

WOMEN-OWNED BUSINESSES IN THE STATES
Nevada, Georgia, New Mexico, Florida, and ldaho had the highest growth rates in the
number of women-owned firms (Table 5). All of thet®es also had relatively rapid

growth in the number of firms overall—although not as rapid as the growth in women-

>SeeThe State of Small Business: A Report of the President(8p®mmgfield, Va.: National Technical
Information Service, 1995).
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Chart 4 Distribution of Women-Owned Firms by
Industry, 1992
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Source: Office of Economic Research, Office of Advocacy, with data from Women-Owned Businesses 19
U.S. Census Bureau

owned firms. In New Mexico and Idaho, the growth of women-owned firms was

especially strong in comparison with that of other firms.

ESTIMATES BY TYPE OF BUSINESS

SOLE PROPRIETORSHIPS
The Office of Advocacy, using IRS tax returns, eaties that by the ye@000, women-
owned sole proprietorshipsiwumber7.1million or 35 percent of U.S. sole

proprietorships (Chart 5 and Table®6)hese women-owned businesses areetqul to

6Using IRS tax returns, tabulations of the number of sole proprietorships by gender are prepared for the
Office of Advocacy by the Statistics of Income (SOI) division of the IRS. Then, using data from 1989-1995,

future years were projected assuming similar growth patterns
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Chart5 Change in Women's Share of Sole
40% Proprietorships, 1990-2000
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Source: Office of Advocacy, U.S. SBA with data from the Internal Revenue Service

all sole proprietorships. Women'’s share of sole proprietorshibiseveasefrom 32.2
percent in 1990 to 34.8 percent in 2000, an 8 percent increase.

Receipts of wome-owned sole proprietorships are egfed to grovd.6 percent,
while those of all sole proprietorshipsiilwlecreasé.Women’s share of receipts will
therefore increase by 12.6 percent. And while the revenue gap between men- and
women-owned sole proprietorships persists, it has bie@nishing over time. Women’s
average receipts were 47 percent of menlo®@0, and are exgted to exceed 51

percent by the year 2000.

SELF-EMPLOYMENT
In 1997, 3.9illion women declared their primary occupation to be self-employment
(Chart 6 and Table 7). The number of self-employed women increased 48 percent

between 1983 and 1997, compared with an increase of just 1.5 percent for men.

"Average receipts per sole proprietor have beléindssteadily for both groups, although more for sole
proprietorships owned by mehhe lower average receipts most likely indicate an increase in startups of
smaller businesses.
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Chart 6 Projected Increases in Women's Self-
Employment, 1985-2005
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Of these self-employed women, 3rillion were innonagricultural sctors, up 46
percent from 1983. Men’s self-employment in nonagricultweet@'s totaled 5.5illion
in 1997, an increase of just 7 percent over 1983.

By state, women'’s share of self-employment rarfgea a low of 28 percent in
Rhode Island to more than 46 percent in Arizona (Table 8). Itai@ssand the District
of Columbia, more than 40 percent of the self-employed were women: the top five were
Arizona, Colorado, Hawaii, Wyoming, and the District of Columbia.

When 1983-1997ata are used toroject future women'’s self-employment, it is
estimated tha4.7 million women will be self-employed iR005, 4.2million in
nonagricultural actors’ About 6.9million men will be self-employedor a total of 11.6
million.

The previous data cover only those individuals whose primary employment was
self-employment. Looking at all Americans with any self-employment during the year
increases the number substantia?lm 1997, 11.5nillion people—37 percent of them

women—nhad some self-employment earnings (Table 9). The number of woingngla

8Estimates of the number of self-employed for 1998-2005 are based on 1983-1997 growth patterns.

9Data on self-employment are available from the Bureau of Labor Statistics (BLS). The Current Population
Survey, undertaken for the BLS in March of each year by the Bureau of the Census, asks a variety of questions
about employment and worker characteristics. While some self-employment data cover only those
unincorporated individuals who are self-employed as their primary occupation, statistics are also collected

on individuals who had any self-employment earnings during the year.
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any self-employment earnings declined from 1991 to 1997 by 3.5 percent—just over one-
third of the 9.4 percent decline in the number of self-employed men.

In 1997, 6.7 percent of the female work force had some self-employment
earnings, compared with 9.9 percent of the male work force. In both groups, these shares
declined over the 1991-1997 period: 12.0 percent for women and 14.4 percent for men.
This may indicate movement to full self-employment and/or sole reliance on other
employment.

While published Census data cover only uanporated self-employment, a
recent Alvocacy satdy condeted by Carolyn boff & Assocates examined various
types of self-employment using unpublished Blagad® The study found the number of
incorpoited self- employed to bdaut 4million in 1994. About 23 percent of these

were women, who also proved to be the fastest growing segment of self-emplb’yment.

HOME-BASED BUSINESSES

Women own about 36.9 percent of the more thamll®n home-based businesses,

according to dtafrom the U.S. Census Bureau’s 199Raracteristics of Business
Owners(CBO).12 The CBO survey revealed that more than 60 percent of women-owned
businesses were operated in a residence when they were first established, and 58 percent
were still opeated in the residence 992 (Table 10).

Smaller firms were much more likely to have been home-based in the beginning
than large firms, as one would expect. Firms that stayed very small were also much more
likely to continue to be home-based, while firms with more than five employees most
often moved out of the home. Only 29.9 percent of all women-owned firms with
employees were home-based when first established; 22.6 percent of women-owned firms

with employees still opatedfrom the home in 1992.

10Incorporated women-owned firms are considered employees of their own corporations and are not covered
by most standard tabulations.

“For more details, see Chapter 3 of$tate of Small Business: A Report of the President 1996

gSpringfieId, Va.: National Technical Information Service, 1996)

*The Characteristics of Business Ownexgrvey, co-sponsored in 1987 and 1992 by the Office of

Advocacy and the Minority Business Development Agency in the U.S. Department of Commerce, was
conducted in 1982, 1987, and 1992. It is currently unfunded for 1997.
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FRANCHISES
Franchising is an attractive optifor many women business owners. Tlgaracteristics
of Business Ownesesstimates thad.5 percent of all women-owned businesses are
franchises (Chart 7 and Table 10). The franchise share varies dramatically with firm size,
from a low of about 3 percent of firms with fewer than five employees to more than 16
percent of firms with 20 to 100 employees. Franchises owned by womemiaets
other franchises in this respect.

Private sirveys by Women in Franchising, Inc. (1987 and 1990) showed that just
under one-third of franchises are at least partially owned by women—about 11 percent
solely by women, and another 18 percent jointly by men and women. Women'’s share of

franchising appears similar to their repreda#ion in business ownership overall.

PROCUREMENT

Perhaps the largest disparity between men- and women-owned businglasésied in
federal procurementada. Measured by both the number and dollar value of federal
contracts, women'’s participation fmocurement comes up far short of their share of
overall economic activity. Wonmeowned businesses represent about one-third of alll
businesses in the United States and more than 11 percent of all business receipts, but they
received onlyl.7 percent of fiscal year 1996 federal prime cacttdollars—down
slightly from the FY 1995 level (Table 11).

While women'’s dollar share of procurement declined in FY 1996, their share of
the number of contracts increased, an indication that the relative size of their contracts
was smaller, on average. Women'’s share of both dollars and contracts remains relatively
low. Nevertheless, women-owned businesses have made gains over the last 15 years, with
only two years of declining awards.

Women fared better in subcontracting, receidrtgpercent of federal

procurement subcortcting dollars in FYL996. Women'’s dollar value and share of

13The latest available data on women'’s share of receipts are for 1992, when women received 11.2 percent of
receipts (Table 2). In the same year, they received just 1.3 percent of federal procurement dollars.
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Chart 7 Share of Women-Owned Firms that are Franchises,
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Source: Office of Economic Research, Office of Advocacy, with data from the Characteristics of

Business Ow ners 1992,

subcontracting have been increasing steadily over the years; their share was up almost 17
percent in FY 1996 over the previous year. The Federal Acquisitiomditriea Act of
1994 established a federal government-wide procurement goal of 5 percent from women-
owned firms, and clearly, some progress is being made.

A 1994 Survey of Women-Owned Employer Businesses by the Census Bureau
found that 15 percent of women-owned firms and 19 percent of firms owned by men had
receiptsfrom date and local governmenovk. About 9 percent of women-owned firms

and 11 percent of men-owned firms hadeaiptsfrom federal government work.

FINANCING WOMEN-OWNED BUSINESSES

The Office of Advocacy, along with the Board of Governors of the Federal Reserve
System, in 1993 and 1994 comtled the semnd national survey of small business
finances, which allows a detailed picture of women-owned firms’ financittgqms-*

Nearly three-quarters of all women-owned firatsessed some type of credit in
1993 (Chart 8 and Table 12). One-half of women-owned businesses used traditional loans
and 60 percent used nontraditional sources for their credit itEhs.types of

traditional

14The firstsurvey was conducted in 1987 and a thiitl e conducted i1999. This survey asked business
?Wners with employees about their financing patterns and business characteristics in 1993.
5Traditional sources include commercial banks, credit unions, finance companies, thrifts, brokerages,

leasing, family, friends, government, and other businesses. Nontraditional sources include owner loans,
personal credit cards, and business credit cards.
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Chart8 Women-Owned Firms' Use of Credit, by Type (Percent)
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Source: O ff ce of Econom ic Reseach, Ofice of Advocacy, with data fom
te 1993 National Survey of Sm al B usiness Finances.

loans used most frequently were vehicle loans (used by 22 percent of women-owned
firms), lines of credit (18 percent), and equipment loans (12 percent).

Although commercial banks were the traditional source used most often by
women business owners, fewer women used them (32 percent) than businesses overall
(37 percent) (Table 13). The 1994 Survey of Women-Owned Employer Businesses found
that of firms intending to expand, 45.4 percent of those owned by men planned to use
bank loans to partially or fully fund the expansion, compared with just 37 percent of
women-owned firms.

Next in importance after traditional commercial bank loans for women’s business
financing are finance companies and friends and family. Some 10 percent of women-
owned firms—a higher-than-average rate—rely on friends and family, and another 10

percent—a slightly lower-than-average rate—obtain financing from finance companies.
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More than 35 percent of all women-owned firms used some type of credit card for
their businesses. In recent years, this percentagerdiaably risen slightly® Of firms
with more than 100 employees, those owned by women were much more likely than firms
overall to use personal credit cards (38 percent and 21 percepttiesip). According
to the 1994 Census survey, about 18.5 percent of women-owned firms planned to use
credit cards to finance expansions, compared with 15.5 percent of men-owned firms.

Owner loans also seem to be relatively more important for partnerships and
corporations owned by women than for those owned by men.athéhft women-
owned businesses depend on credit cards, friends and family, and networksaiea gr
extent than others, could mean that they face some barriers in accessing traditional types
of credit. The 1994 Survey of Women-Owned Employer Businesses found that of firms
having difficulty obtaining credit, only 25 percent of those owned by women were
ultimately successful, compared with 33 percent afiqoened firms. However, various
empirical studies have reached different conclusibosiawomen’saccess to credit.

As a firm grows, so does its reliance on credit. This is as true for women-owned
firms as for other businesses. While 57 percent of women-owned firms with no employees
used credit in 1993, 99 percent of those with 100 to 499 employees relied on credit (Table
12). Traditional loans are used by one-third of women-owned businesses with no
employees and 95 percent of those with 100 to 499 employees. Seven percent of the
smallest women-owned firms and 67 percent of the largest used lines of credit. Only 18
percent of women-owned firms with no employees obtain credit from commercial banks,

compared with 80 percent of women-owned firms in the largest size class (Table 13).

18 The Office of Advocacy'$Small Business Lending in the United States,199foBd Springfield, Va.:

Naitonal Technical Information Service, 1998) indicates large gains in the number and percent of loans under
$100,000. Much of this increase seems to be driven by credit card banks. The banking studies may also be
found on the Internet atww.sa.gov/advo/lending/bk_hom97.html
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