Women business owners and their impacts on economic development
Hiroyuki Matsudo
                                State University of New York, Binghamton

Introduction  

Since 1970s, women business owners have increased and contributed to the growth of the U.S. economy.  Though their businesses tend to be operated in small scales, the impacts have been huge. The national Foundation for Women Business Owners reported that between 1987 and 1994, the number of women-owned businesses grew by 78% and women-owned firms accounted for 36% of all firms. In 2006, there are an estimated 10.4  million privately-held, 50% or more women-owned firms in the U.S., accounting for two in five (40.2%) of all businesses in the country.  These firms generate $1.9 trillion in annual sales and employ 12.8 million people nationwide (Center for Women’s Business Research). The graph below shows the growth of women-owned businesses between 1997 and 2006 (Center for Women’s Business Research).
[image: image1.png]50.0%

45.0%

40.0%

35.0%

30.0%

25.0%

20.0%

Percent Growth 1997-2006

15.0%

10.0%

5.0%

0.0%

Growth of Women-Owned Firms and All Firms, 1997-2006

m51% or More Women-
423% Owned Firms
OAIlFirms
233%
15.6%
123%
44%
04%
Firms Employees Sales

Note: "All Firms" includes publicly held firms






Women business owners have such influence nowadays because; there have been fewer barriers to women due to increasing diversity in work places than there had been before 1970s and lots of women have been interested in business. In fact, the number of women trying to get MBA has been increasing (Linda Keller Brown, 1979). Thus, women owned businesses have increased and are essential for the growth of the U.S. economy. 

It looks women owned will be growing more without any problems. However, they have struggled with gender barrier and there are still differences between women and men business owners. The gender differences make sales gap between them and make women-owned businesses less success in terms of financial achievements.  
In my study, I examine those factors which make the gender discrepancies and find solutions to reduce them. Then I would like to apply the result to Greater Binghamton. 
Main issue


What makes those differences? Many researchers have long argued lots of factors which might cause the gender discrepancies. In this paper, I mainly focus on three factors which are experience, occupations and discrimination and examine them separately. 
Experience; 
Women generally have less business experience than men (Kalleberg and Leicht 1991) and Cuba and colleagues (1983) found that women in their study group with more experience than other women had more successful businesses in terms of sales and profits. That means previous work experiences do relate to financial business success. In the other word, less business experiences could lead less business success. Besides, women are less able to gain experience from past work roles and only begin to obtain such experience from their own businesses (Stevenson 1986). That is why women entrepreneurs own their companies but cannot run well comparing to men business owners. 
Many studies show these negative aspects of women being owners. However, Bird and Sapp (2004) argued that women owners can get skills which are needed to run their own companies through business training programs. Women’s investments in professional business trainings helped offset the overall disadvantage women-owned businesses faced (Bird and Sapp 2004). Bird and Sapp also argued that the more professional development training received by the owner, the more successful is the business. Thus, women business owners can cover their lack of experience and skills through business programs. They might take it into considerations as a way to succeed their businesses.
Occupations; 
Women are more likely to own businesses in personal services and retail shops. Previous studies suggest that because these businesses are in more crowded, competitive economic sectors, they are less financially successful than other businesses (Bird, Sapp, and Lee 2001, Kalleberg and Leicht 1991; Loscocco and Robinson 1991; tigges and Green 1994). They are concentrated in these industries because these industries generally require less initial capital to enter but offer a relatively low return on investment (Humphreys and McClung 1981).   Another reason why women business owners choose these sectors relates to their motivations to have firms.
While men own their businesses to make money and to achieve their desires to do what they want, women do so to balance work and family. So, many women operate their businesses on a part-time basis as this affords them the flexibility often needed to meet their family responsibilities (Catley and Hamilton). These retail and service industries are suited to women owners’ conditions to keep the balance. Besides, those sectors are called “helping sectors” and women’s characteristics also explain why they choose those industries.  Businesses in these industries tend to operate in small scales, since those works are often done at home. Business size affects its sales, so businesses in these industries get lower profits comparing with other industries. Because they need to balance work and family, women placed, relative to wealth, a higher value on staying in their community (Reynolds and White). Therefore, most of women owners see locations as important factors to fulfill their needs of balancing work and family.

Discrimination; 
Lack of experience and choice of occupations are not forced by the society. Women business owners can improve their situations which generated from the factors. However, if there are discriminations to women business owners, they cannot handle the discriminations by themselves. About discriminations to women workers, there are many different views whether discriminations exist or not. Fay and Williams (1991) researched bank lending decisions in New Zealand. In the study, they found 90% of male applicants were approved, while only 68% of female applicants were approved. The study shows there are discriminations to female when bank lending decisions are made. 
If the discriminations exist, this fact also proves why women business owners are concentrated in a few industries. Since they have less access to financial resources, they have difficulty to set up their companies in those industries which need lots of money to start. As a result, they choose business which does not need money that much. However, these kinds of discrimination have decreased recently. Though some researchers in 1980’s argued that this was the main factor which makes men and women owners different, in most cases recent researches do not mention the discrimination. It should not exist since women business owners are essentially not different form men business owners.
Greater Binghamton
Here, I apply the result to Greater Binghamton. According to Census 1997, there are 16,161 firms and 26.8% of them are owned by women. Though this number is a little smaller than the U.S. average, 36%, we can see lots of women are in business and it is clear that their works are essential to support the growth of Binghamton. In fact, they generate $472,362,000 annually. This looks a huge sum of money, but this accounts for only 3% of all money produced in Binghamton. This is explained by the theory we discussed in part1, sales can be influenced by companies’ size and their occupations. So, in part2, I mainly examine firms’ sizes and occupations in Binghamton, since these are the greatest parts where we can see the gender differences most.
I would like to look at occupations first. In Binghamton, 77% of firms led by women owners are concentrated on retail and service industries but they make only 26% of all the money generated by women. This could explain why women owned businesses in Binghamton only make 3% of all sales.  That means, though most of women business owners choose those industries as their occupations, they generate much lower sales comparing to other occupations. In fact, this number, 26, is much lower than the average in the U.S. Retail and service industries account for 72% and generate 41% of all the money generated by women owned businesses in the nation. There are two possible reasons which make the condition; experience and network. As we discussed in part1, experience does relate to sales and profits directly and network could help to make business big. There is one useful solution which women business owners can get both experience and network. That is business trainings. In business trainings, participants would know-how to run for business and meet many people in the same trade and talk each other.  There are many business training programs which the city of Binghamton offers and which women business owners should make use of. For example, Southern Tier Opportunity Coalition (STOC), Center City Coordination (C3) program, and Small Business Training Center would be very useful for those who plan to launch businesses and who are doing business now.  Through these programs, they can get business skills which they need to run for their businesses and networks which they need when they expand their businesses. They might be able to cooperate. These programs offer what women business owners need for operating businesses successfully. As owners living in Binghamton, they better making use of those programs. 
Then, if we look at companies’ sizes, we can see the gender difference more. While 31.0% of firms owned by men have employees, only 12.5% of firms owned by women have employees. Because firm’s size is directly linked with its sales, those who do not have employees earn less. Why firms’ sizes differ that much is because men are willing to take risks to expand their businesses while women are not. This is also explained by the research by Hart’s (2004). In his study, he found women business owners who want to take risks have been increasing and “more than half of women business owners are expanders who are either currently seeking, or previously sought, capital to expand their businesses”. To expand business, financial aids are fundamental factors. So if women business owners get much more financial aids, they are more likely to expand their businesses, hire employees, have impacts to the society, and contribute to economic growth. Based on the result, we have one suggestion for women business owners; taking risks.
Taking risks is really important for women business owners. There are lots of financial resources for women business owners to use in Binghamton. For example, Binghamton Economic Development Office (BEDC) offers lots of assistances and programs. In fact, many studies show the importance of having lots of money when people establish companies. This is a suggestion for women business owners. We have another suggestion for those who offer aids like banks or the city of Binghamton. 
As we discussed, basically, there are still differences between men and women business owners in terms of ability to make money and possibility of success. However, those are easily solved by taking business programs and having financial aids. So, financial aids are important for those women owners who have finished the trainings and are ready to run their businesses but do not have money to open their businesses. Lenders need to give financial aids to those who need money to develop their businesses. It will help the economic growth in Binghamton in the future. In fact, Hart (2004) says in his research that “three-quarters (72%) of those who expanded their businesses achieved or exceeded their expansion goals”. So for investors, it is not highly risks to invest. It is worth investing because most of women owners are likely to succeed as the research show and they are the ones who will help sustaining Binghamton’s growth. An assignment left is find why nearly half of women are not seeking to expand their businesses. This might be related to balance of family and work or their less of ambitions to expand. However, there might be other reasons why they are not seeking to expand. By solving this problem, we would have more women business owners to invest. Though deeper researches are needed, it is important that we find some factors which prevent women owners from expanding business and remove them. 
As we discussed, sizes and occupations determine the gender discrepancies of sales. By knowing what they have to do to solve the problem, women business owners would have more positive impacts to the economy of Binghamton and could make the economy better, since “women are moving into the economic mainstream” (Hart 2004) and they are the mambers who support the economic growth in Binghamton.
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