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Preface

In preparation for the 1995 White House Conference on Small Business,
the Office of Advocacy convened a series of focus groups and commissioned
a set of research papers looking ahead at the trends and issues expected to
affect small business at the turn of the new century. The results were pub-
lished in the 1995 edition of The Third Millennium: Small Business and
Entrepreneurship in the 21st Century.

With five more years of history to add to our data, we thought it was
time to take another look and see whether our expectations were right. So
the Office of Advocacy convened several more focus groups, of former 1995
White House Conference delegates, small business leaders, and futurists, and
gathered the available new data.

I’m pleased to report that many of our predictions have been right on tar-
get. Some events — for example, technological developments and related
phenomena, such as the connectivity fostered by the Internet — are occur-
ring even faster than expected. Other trends continue at a slightly slower
pace than earlier predictions suggested.

So as the Third Millennium begins, this report presents a picture of where
small business stands and where it is likely to be over the next several years.
If you'd like to know more, you can visit the Office of Advocacy's Web site
at www.sba.gov/advo/stats — or call us at (202) 205-6533. 

It is my hope that this information will help you and other small business
owners, advocates, and policy makers prepare for the many challenges just
ahead. I welcome your comments and questions-and, as always, your efforts
on behalf of small business.

Jere W. Glover
Chief Counsel for Advocacy
U.S. Small Business Administration
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7KH�7KLUG�0LOOHQQLXP���

,QWURGXFWLRQ

7KH�$PHULFDQ�VPDOO�EXVLQHVV�FRPPXQLW\�KDV�QHYHU�EHHQ�PRUH
GLYHUVH�RU�PRUH�YLJRURXV��SURSHOOHG�E\�D�GHFDGH�RI�HFRQRPLF
JURZWK��RSSRUWXQLW\��DQG�IDVW�SDFHG�FKDQJH�LQ�DOPRVW�HYHU\
DVSHFW�RI�$PHULFDQ�OLIH��%XW�WKH�QDWLRQ·V�WKULYLQJ�VPDOO�EXVLQHVV
HFRQRP\�ZRXOG�EH�HYHQ�PRUH�UREXVW�LI�VPDOO�ILUPV�ZHUH�DOORZHG
WR�RSHUDWH�LQ�D�IXOO\�FRPSHWLWLYH�HQYLURQPHQW��XQFRQVWUDLQHG�E\
FDSLWDO�DQG�ODERU�VKRUWDJHV�

7KH�RXWSXW�RI�WKH�HFRQRP\��PHDVXUHG�LQ�JURVV�GRPHVWLF
SURGXFW��ZLOO�DOPRVW�GRXEOH�IURP�WKH������OHYHO�E\�������ZLWK
VHUYLFHV�DQG�UHWDLO�WUDGH�OHDGLQJ�WKH�ZD\��7KH�PDQXIDFWXULQJ
VHFWRU�LV�H[SHFWHG�WR�ORVH�MREV��EXW�LQFUHDVH�RXWSXW��LQGLFDWLQJ
LQFUHDVHG�SURGXFWLYLW\��RYHU�WKH�VDPH�SHULRG��,Q�WKH�VHUYLFH
LQGXVWULHV��HPSOR\PHQW�LV�H[SHFWHG�WR�LQFUHDVH�VLJQLILFDQWO\�
RXWSXW�VOLJKWO\�OHVV��:KLOH�IHGHUDO�JRYHUQPHQW�HPSOR\PHQW�KDV
GHFOLQHG�E\���������VLQFH�������HPSOR\PHQW�LQ�VWDWH�DQG�ORFDO
JRYHUQPHQWV�ZLOO�JURZ��GULYLQJ�XS�RYHUDOO�JRYHUQPHQW
HPSOR\PHQW�

:KDW�LV�WKH�RXWORRN�IRU�VPDOO�EXVLQHVVHV�DV�WKH���VW�FHQWXU\�RSHQV
RQ�DQ�HUD�RI�SURVSHULW\�DQG�HFRQRPLF�H[SDQVLRQ"�7KH�ODERU
VKRUWDJH�DQG�GLIILFXOW\�LQ�ILOOLQJ�YDFDQW�SRVLWLRQV�WRS�WKH�OLVW�RI
FRQFHUQV�IRU�PRVW�VPDOO�ILUPV��)XOO\�RQH�WKLUG�RI�ILUPV�VXUYH\HG
LQ������OLVWHG�´ILQGLQJ�TXDOLILHG�HPSOR\HHVµ�DV�WKHLU�QXPEHU�RQH
SUREOHP��$QRWKHU�PDMRU�FRQFHUQ��OLVWHG�E\����SHUFHQW�ZDV�WKH
LQFUHDVH�LQ�LQVXUDQFH�DQG�KHDOWK�FDUH�FRVWV�

7KHVH�NLQGV�RI�SUREOHPV�FDQ�EH�FRQVLGHUHG�´H[WHUQDOµ�WR�WKH�ILUP
LQ�WKDW�WKH\�DUH�EH\RQG�WKH�FRQWURO�RI�DQ\�VLQJOH�VPDOO�EXVLQHVV
RZQHU��%XW�WKH\�DUH�QRW�OLNHO\�WR�EH�VKRUW�WHUP��%HFDXVH�RI
GHFOLQLQJ�ELUWK�UDWHV�DQG�DQ�DJLQJ�ODERU�IRUFH��VXFK�FRQGLWLRQV�ZLOO
EH�SDUW�RI�WKH�VPDOO�EXVLQHVV�HQYLURQPHQW�ZHOO�LQWR�WKH���VW

FHQWXU\�

1HZ�DQG�UDSLGO\�FKDQJLQJ�WHFKQRORJLHV�DQG�WKH�SRZHU�RI
HOHFWURQLF�FRPPHUFH��RU�´H�FRPPHUFH�µ�DUH�HPHUJLQJ�ORQJ�WHUP
IRUFHV�OLNHO\�WR�DIIHFW�WKH�HQWLUH�VSHFWUXP�RI�VPDOO�EXVLQHVVHV�
6PDOOHU�ILUPV�KDYH�FRQWURO�RYHU�VRPH�DVSHFWV�RI�WKLV�QHZ
HQYLURQPHQW��PDQ\�DUH�HVWDEOLVKLQJ�:HE�VLWHV�DQG�EHFRPLQJ
HOHFWURQLF�PHUFKDQWV��%XW�LQ�RWKHU�VLWXDWLRQV��WKH\�ZLOO�EH�UHDFWLQJ
WR�WKH�GHPDQGV�RI�WKHLU�FXVWRPHUV�RU�WR�WKH�FRPSHWLWLYH
SUHVVXUHV�RI�RWKHU�VLPLODU�ILUPV�DQG�WKH�FRVWV�LPSRVHG�XSRQ�WKHP
E\�,QWHUQHW�VHUYLFH�SURYLGHUV��,W�LV�UHDVRQDEOH�WR�H[SHFW�WKDW�WKH
WHFKQRORJ\�UHYROXWLRQ�ZLOO�FRQWLQXH�WR�SRVH�ERWK�LQWHUQDO�DQG
H[WHUQDO�FKDOOHQJHV�IRU�VPDOO�ILUPV�LQWR�WKH�QHZ�FHQWXU\�
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7DEOH�$��8�6��3URMHFWLRQV�����������

���� ���� ���� ����
�

&KDQJH
�����
����

3RSXODWLRQ��7KRXVDQGV�
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�����DQG�RYHU ������ ������ ������ ������ ����
(PSOR\PHQW��7KRXVDQGV�RI�-REV�
��$OO�,QGXVWU\�7RWDO ������� ������� ������� ������� ����
��0DQXIDFWXULQJ ������ ������ ������ ������ �����
��5HWDLO�7UDGH ������ ������ ������ ������ ����
��6HUYLFHV ������ ������ ������ ������ �����
��*RYHUQPHQW ������ ������ ������ ������ ����
��2WKHU ������ ������ ������ ������ ����
*URVV�6WDWH�3URGXFW��0LOOLRQV�RI�����
'ROODUV�
��$OO�,QGXVWU\�7RWDO ��������� ��������� ��������� ��������� ����
��0DQXIDFWXULQJ ������� ������� ��������� ��������� ����
��5HWDLO�7UDGH ������� ������� ������� ������� �����
��6HUYLFHV ������� ������� ��������� ��������� �����
��*RYHUQPHQW ������� ������� ������� ������� ����
��2WKHU ��������� ��������� ��������� ��������� �����

6RXUFH���8�6��6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ��2IILFH�RI�$GYRFDF\��IURP�GDWD�SURYLGHG�E\�WKH�%XUHDX�RI
(FRQRPLF�$QDO\VLV�

7KH�)LQGLQJV��)RXU�7KHPHV

7KLV�UHSRUW�XSGDWHV�WKH�2IILFH�RI�$GYRFDF\·V������SXEOLFDWLRQ
WLWOHG�7KH�7KLUG�0LOOHQQLXP��6PDOO�%XVLQHVV�DQG�(QWUHSUHQHXUVKLS�LQ�WKH
��VW�&HQWXU\��ILUVW�SXEOLVKHG�EHIRUH�WKH������:KLWH�+RXVH
&RQIHUHQFH�RQ�6PDOO�%XVLQHVV��6RPH�WUHQGV�DUH�QHZ�RU�KDYH
DFFHOHUDWHG³ZLWQHVV�WKH�UDSLG�HYROXWLRQ�RI�H�FRPPHUFH�DQG
FKDQJHV�LQ�FRPPXQLFDWLRQV�WHFKQRORJLHV��IRU�H[DPSOH��%XW�PDQ\
WUHQG�OLQHV³ORQJ�WHUP�GHPRJUDSKLF�FKDQJHV�DQG�JDSV�LQ
ZRUNLQJ�FDSLWDO³ORRN�PXFK�WKH�VDPH�DV�WKH\�GLG�LQ�������7KH
IRXU�WKHPHV�RULJLQDOO\�H[SORUHG�LQ�WKH������GRFXPHQW�DUH
WKHUHIRUH�UHYLVLWHG�LQ�WKH�SUHVHQW�HGLWLRQ�

• 7KHPH����5DSLG�FKDQJH�ZLOO�FRQWLQXH�DQG�D�VHQVH�RI
LPSHUPDQHQFH�ZLOO�JURZ�

• 7KHPH����+HWHURJHQHLW\��GLYHUVLW\��DQG�FRPSOH[LW\�ZLOO
FRQWLQXH�WR�EH�KDOOPDUNV�RI�WKH�VPDOO�EXVLQHVV�VHFWRU



7KH�7KLUG�0LOOHQQLXP���

• 7KHPH����6PDOO�EXVLQHVVHV�ZLOO�FRQWLQXH�WR�IDFH�EDUULHUV�WR
HQWU\�DQG�LQKLELWRUV�RI�JURZWK

• 7KHPH����7KH�VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXULDO�VHFWRU�ZLOO
FRQWLQXH�WR�EH�VWURQJ�

7KH�2IILFH�RI�$GYRFDF\�UHFHQWO\�FRQGXFWHG�WZR�IRFXV�JURXSV�WR
H[DPLQH�WKHVH�YHU\�WKHPHV��2QH�LQYROYHG�GHOHJDWHV�IURP�WKH
�����:KLWH�+RXVH�&RQIHUHQFH�ORRNLQJ�DW�WRGD\
V�VPDOO�EXVLQHVV
HQYLURQPHQW�DQG�ZKDW�WKH�GHOHJDWHV�H[SHFW�ZLOO�EH�WKH�VPDOO
EXVLQHVV�HQYLURQPHQW�LQ�WKH�\HDU�������$�VHFRQG�IRFXV�JURXS�RI
IXWXULVWV�H[DPLQHG�WUHQGV�PRVW�OLNHO\�WR�DIIHFW�VPDOO�EXVLQHVV�DW
WKH�EHJLQQLQJ�RI�WKH�QHZ�PLOOHQQLXP�

7KHVH�JURXSV�IRXQG�WKH�SUHGLFWLRQV�RI�WKH������7KLUG�0LOOHQQLXP
UHSRUW�WR�KDYH�EHHQ�ODUJHO\�YDOLG��EXW�QRWHG�WKDW�PDQ\
WHFKQRORJLFDO�DGYDQFHPHQWV�KDG�RFFXUUHG�HYHQ�PRUH�UDSLGO\�WKDQ
DQWLFLSDWHG��5DSLG�WHFKQRORJLFDO�FKDQJH�ZDV�VHHQ�DV�KDYLQJ�ERWK
SRVLWLYH�HIIHFWV�DQG�SRWHQWLDOO\�QHJDWLYH�UHSHUFXVVLRQV��6PDOO
EXVLQHVVHV�FDQ�QRZ�FRPSHWH�PRUH�HIIHFWLYHO\��DV�WHFKQRORJ\
DOORZV�WKHP�DFFHVV�WR�D�ODUJHU�DXGLHQFH�DQG�JLYHV�WKHP�VRPH
DGYDQWDJHV�HYHQ�RYHU�ODUJHU�FRUSRUDWLRQV�WKDW�PD\�QRW�EH�DEOH�WR
PRYH�TXLFNO\�HQRXJK�LQ�WKH�QHZ�IDVW�SDFHG�PDUNHWSODFH��7KH
PRVW�ZRUULVRPH�LVVXH��LQ�WKH�H\HV�RI�WKHVH�IRFXV�JURXS
SDUWLFLSDQWV��LV�WKDW�PDQ\�LQ�WKH�ZRUN�IRUFH�PD\�QRW�EH�SUHSDUHG
WR�PDNH�HIIHFWLYH�XVH�RI�WKH�QHZ�WHFKQRORJLHV�DW�WKHLU�GLVSRVDO�

7KHPH����5DSLG�FKDQJH�ZLOO�FRQWLQXH�DQG�D�VHQVH�RI
LPSHUPDQHQFH�ZLOO�JURZ

7KH�$PHULFDQ�HFRQRP\�DQG�VRFLHW\³WKH�VHWWLQJ�IRU�ERWK�ODUJH
DQG�VPDOO�EXVLQHVVHV³DUH�XQGHUJRLQJ�UDSLG�DQG�IXQGDPHQWDO
FKDQJHV��H[SHFWHG�WR�FRQWLQXH�LQWR�WKH���VW�FHQWXU\��7KH�UDSLGLW\
RI�FKDQJH�DQG�LWV�IXQGDPHQWDO�QDWXUH�KDYH�HQJHQGHUHG�DQ
HVVHQWLDO�VHQVH�RI�LPSHUPDQHQFH�DQG�WLPH�SUHVVXUH��6XFK
SUHVVXUHV�KDYH�EURXJKW�LQWR�TXHVWLRQ�EDVLF�HOHPHQWV�RI�KRZ
EXVLQHVVHV��VRFLHW\��DQG�WKH�HFRQRP\�RSHUDWH�

,QVLJKW��� 7KH�GRZQVL]LQJ�SKHQRPHQRQ�LQ�PDQXIDFWXULQJ�KDV�VSUHDG�WR
'RZQVL]LQJ� RWKHU�ODUJH�RUJDQL]DWLRQV�LQ�VRFLHW\��VSHFLILFDOO\��SDUWV�RI
VLJQDOV JRYHUQPHQW�DQG�WKH�FRPPXQLFDWLRQV�VHFWRU��'RZQVL]LQJ�LQ
UHVW UXFWX ULQJ ODUJHU�FRUSRUDWLRQV�DQG�WKH�RXWVRXUFLQJ�RI�PDQ\�IXQFWLRQV

SUHYLRXVO\�SHUIRUPHG�LQWHUQDOO\�RIIHU�QHZ�RSSRUWXQLWLHV�IRU�VPDOO
EXVLQHVVHV��7KH�´VRFLDO�FRQWUDFWµ�WKDW�PDQ\�ODUJH�ILUPV�DQG
JRYHUQPHQWDO�XQLWV�KDG�ZLWK�WKHLU�HPSOR\HHV³ZKLWH�FROODU��EOXH
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FROODU��DQG�SLQN�FROODU³KHOG�WKDW�WKHLU�OR\DOW\��FRPPLWPHQW��DQG
GLOLJHQFH�ZRXOG�EH�UHZDUGHG��7KH\�ZRXOG�UHFHLYH�RSSRUWXQLWLHV
IRU�DGYDQFHPHQW��LQFUHDVHG�ZDJHV��DQG�WKH�VHFXULW\�RI�FDUHHU�ORQJ
HPSOR\PHQW��EXWWUHVVHG�E\�D�IXOO�SDQRSO\�RI�IULQJH�EHQHILWV�
LQFOXGLQJ�D�SHQVLRQ��$V�VRPH�HPSOR\HHV�RI�VXFK�QDWLRQDO
FRPSDQLHV�DV�1DWLRQV%DQN��8�6��6WHHO��,%0��$7	7��DQG�HYHQ
ODUJH�ORFDO�EDQNV�DQG�SXEOLF�XWLOLWLHV�KDYH�IRXQG��PDQ\�RI�WKH
SURPLVHV�LQ�WKH�LPSOLHG�VRFLDO�FRQWUDFW�KDYH�EHHQ�HURGHG�LQ�WKH
FRUSRUDWH�UHRUJDQL]DWLRQV�DQG�GRZQVL]LQJV�RI�WKH�PLG�����V�
6XGGHQO\��WKH�DWWUDFWLYHQHVV�RI�FDUHHUV�LQ�ODUJH�EXVLQHVVHV�KDV
FKDQJHG�GUDVWLFDOO\�LQ�FRPSDULVRQ�ZLWK�WKH�UHZDUGV�DVVRFLDWHG
ZLWK�HQWUHSUHQHXUVKLS�DQG�ZRUNLQJ�LQ�WKH�VPDOO�EXVLQHVV�VHFWRU�

6HOI�HPSOR\PHQW��WKH�VWDUWLQJ�SODFH�IRU�PDQ\�HQWUHSUHQHXUV��KDV
LQFUHDVHG�UDSLGO\�RYHU�WKH�ODVW�WKUHH�GHFDGHV��SDUWLFXODUO\�LQ
QRQDJULFXOWXUDO�LQGXVWULHV��2YHU�WKH�����������VSDQ��WKH�LQFUHDVH
LQ�VHOI�HPSOR\PHQW�DV�D�SULPDU\�RFFXSDWLRQ�LV�H[SHFWHG�WR�EH
DOPRVW����SHUFHQW��SULPDULO\�EHFDXVH�RI�JURZWK�LQ�WKH�ODERU�IRUFH�
6RPH������PLOOLRQ�SHRSOH�ZHUH�VHOI�HPSOR\HG�LQ�������XS�E\
PRUH�WKDQ���PLOOLRQ�IURP�������7KH�VHOI�HPSOR\PHQW�UDWH³VHOI�
HPSOR\PHQW�DV�D�SHUFHQWDJH�RI�WKH�FLYLOLDQ�ODERU�IRUFH³LV
H[SHFWHG�WR�OHYHO�RII�DW�DURXQG���SHUFHQW�E\�������)HZ�VHOI�
HPSOR\HG�LQGLYLGXDOV�KDYH�HPSOR\HHV��DQG�WKRVH�ZKR�GR�KDYH
YHU\�IHZ�HPSOR\HHV��VR�WKH�VHOI�HPSOR\HG�DUH��E\�GHILQLWLRQ��YHU\
VPDOO�EXVLQHVVHV�

/LNH�VHOI�HPSOR\PHQW��KRPH�EDVHG�EXVLQHVV�RZQHUVKLS�KDV
H[SORGHG�LQ�UHFHQW�\HDUV��+RPH�EDVHG�EXVLQHVVHV�UHSUHVHQW�PRUH
WKDQ�KDOI�����SHUFHQW��RI�DOO�VPDOO�ILUPV�DQG�SURYLGHG����SHUFHQW
RI�WKH�WRWDO�UHFHLSWV�LQ�WKH�HFRQRP\³DERXW������ELOOLRQ�LQ������

7KH�SHULRG�RI�FRUSRUDWH�GRZQVL]LQJ�LQ�WKH�HDUO\�����V�ZDV
IROORZHG�E\�D�SHULRG�RI�JLDQW�FRUSRUDWH�PHUJHUV��ZLWK�DGGLWLRQDO
GRZQVL]LQJ��LQ�WKH�ODWWHU�KDOI�RI�WKH�GHFDGH��7KLV�FRPSUHVVLRQ��LQ
VRPH�VHFWRUV��RI�PDQ\�ODUJH�ILUPV�LQWR�D�IHZ�YHU\�ODUJH�ILUPV�KDV
FKDQJHG�WKH�HQYLURQPHQW�IRU�JURZLQJ�D�QHZ�ILUP��6PDOO�ILUPV
PD\�KDYH�WR�EHFRPH�ODUJHU�VPDOO�ILUPV�LQ�RUGHU�WR�FRPSHWH�LI
HFRQRPLHV�RI�VFDOH�FRQWLQXH�WR�JURZ�WKURXJK�WKH�QH[W�GHFDGH�

$QG�RUJDQL]DWLRQDO�FKDQJH�PD\�EH�D�KDOOPDUN�RI�WKH�QH[W�IHZ
\HDUV��DW�OHDVW�DFFRUGLQJ�WR�WKH������IRFXV�JURXSV��7KH\�UHSHDWHG
QXPHURXV�WLPHV�WKDW�QHZ�LQGLYLGXDOV�HQWHULQJ�WKH�ZRUN�IRUFH�ZLOO
KDYH�OHVV�WURXEOH�DGMXVWLQJ�WR�D�SDWWHUQ�RI�FRQVWDQW�FKDQJH
EHFDXVH�WKH\�ZLOO�KDYH�NQRZQ�QR�RWKHU�HQYLURQPHQW��7KH�ROG
VRFLDO�FRQWH[W�PD\�KDYH�EHFRPH�DQ�DQDFKURQLVP��WKH�UDSLG�SDFH
RI�WKH�HFRQRP\�ZLOO�VHHP�QRUPDO�
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,QVLJKW��� *OREDOL]DWLRQ³WKH�JURZLQJ�LPSHWXV�WR�WKLQN�DQG�DFW�RQ�D
*OREDOL]DWLRQ ZRUOGZLGH�VFDOH³ZLOO�FRQWLQXH�WR�PRGLI\�DQG�PROG�WKH
ZLOO�LQFUHDVLQJO\� HQYLURQPHQW�IRU�VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXUVKLS�RYHU�WKH
LQIOXHQFH�KRZ QH[W�GHFDGH�DQG�EH\RQG��,QFUHDVLQJO\��VPDOO�ILUPV��LQFOXGLQJ
VPDOO�EXVLQHVVHV PDQ\�VWDUW�XSV��DUH�LGHQWLI\LQJ�IRUHLJQ�PDUNHWV�DQG�IRUHLJQ
RSHUDWH VRXUFHV�RI�VXSSO\�WKURXJK�WKH�,QWHUQHW�DV�LPSRUWDQW�SDUWV�RI�WKHLU

VWUDWHJLHV�IRU�JURZWK�DQG�VXFFHVV�

%HFDXVH�RI�WKH�,QWHUQHW��VPDOO�EXVLQHVVHV�DUH�DOVR�IDFLQJ�PRUH
IRUHLJQ�FRPSHWLWLRQ�LQ�WKH�SURGXFWV�DQG�VHUYLFHV�WKH\�ERWK
SURYLGH�DQG�SXUFKDVH��7KH�FRPSHWLWLRQ�IURP�DEURDG�SODFHV
VWURQJ�SUHVVXUH�RQ�VPDOO�EXVLQHVVHV�LQ�WHUPV�RI�HIILFLHQF\��SULFH�
TXDOLW\��FRVW�FRQWURO��PDUNHWLQJ��H[SHUWLVH��FXVWRPHU�VDWLVIDFWLRQ�
DQG�LQQRYDWLYHQHVV�

7KH�JOREDOL]DWLRQ�RI�WKH�HFRQRP\�SUREDEO\�PHDQV�WKDW�PRUH�DQG
PRUH�QHZ�ILUPV�PXVW�H[SRUW�IURP�WKHLU�LQFHSWLRQ�LQ�RUGHU�WR�EH
FRPSHWLWLYH��%XW�WKH\�ZLOO�SURILW�IURP�JOREDOL]DWLRQ�RQO\�LI�LW�JLYHV
WKHP�DFFHVV�WR�QHZ�PDUNHWV��7R�EH�FRPSHWLWLYH��WKH\�PD\�KDYH�WR
LGHQWLI\�´QLFKHµ�PDUNHWV�

$FFRUGLQJ�WR�WKH�PRVW�UHFHQW��������GDWD�IURP�WKH�8�6�
'HSDUWPHQW�RI�&RPPHUFH��DOWKRXJK�RQO\�D�VPDOO�SHUFHQWDJH�RI
DOO�ILUPV�H[SRUW��WKH�QXPEHU�RI�VPDOO�ILUPV�WKDW�H[SRUW�KDV�WULSOHG
RYHU�WKH�ODVW�GHFDGH��IURP��������LQ������WR���������LQ������
0RVW�RI�WKH�JURZWK�LQ�H[SRUWLQJ�ILUPV�RYHU�WKH�����������SHULRG
ZDV�LQ�FRPSDQLHV�ZLWK�IHZHU�WKDQ����HPSOR\HHV��ZKLFK�PDGH�XS
���SHUFHQW�RI�DOO�H[SRUWLQJ�ILUPV�LQ�������%DUULHUV�WR�WUDGH��VXFK
DV�WDULIIV�DQG�TXRWDV��FDQ�RQO\�KLQGHU�VPDOO�ILUPV·�FRQWLQXHG
HQWUDQFH�LQWR�WKH�JOREDO�HFRQRP\�

6RPH�SDUWLFLSDQWV�LQ�WKH�IRFXV�JURXSV�H[SUHVVHG�FRQFHUQ�WKDW�WKH
VPDOO�EXVLQHVV�FRPPXQLW\�LV�QRW�\HW�SUHSDUHG�WR�GHDO�ZLWK�WKH
LPSDFW�RI�JOREDOL]DWLRQ��+RZHYHU��PDQ\�DUH�FOHDUO\�EHJLQQLQJ�WR
HQWHU�H[SRUW�PDUNHWV�

,QVLJKW��� 9DULRXV�H[SHUWV�KDYH�DWWULEXWHG�XS�WR�RQH�KDOI�RI�8�6�
$GYDQFHV�LQ HFRQRPLF�JURZWK�VLQFH������WR�UDSLG�LQFUHDVHV�LQ
WHFKQRORJ\�ZLOO SURGXFWLYLW\�UHVXOWLQJ�IURP�WKH�H[SDQVLRQ�RI�WKH�GLJLWDO
DIIHFW�WKH�FRPSHWL� HFRQRP\��:LWK�DERXW�KDOI�RI�WKH�VPDOO�EXVLQHVV�VHFWRU
WLYHQHVV�RI�VPDOO KDYLQJ�D�:HE�VLWH��DQG�DERXW�RQH�TXDUWHU�SURFHVVLQJ
EXVLQHVVHV HOHFWURQLF�WUDQVDFWLRQV��H�FRPPHUFH���PDUNHW�SHQHWUDWLRQ³DQG

WKH�PDUNHWV�WKHPVHOYHV³DUH�FKDQJLQJ�RYHUQLJKW�

7KH�UHYROXWLRQ�LQ�HOHFWURQLF�WHFKQRORJ\�LV�OLNHO\�WR�DFFHOHUDWH�
:KHWKHU�VPDOO�ILUPV�ZLOO�SURVSHU�RQ�WKH�,QWHUQHW�RU�FRPH�WR�YLHZ
LW�DV�DQRWKHU�IL[HG�FRVW�QHFHVVDU\�WR�PDLQWDLQ�WKHLU�SUHVHQW�FOLHQW
EDVH�LV�DQ�RSHQ�TXHVWLRQ��7KLV�DVSHFW�RI�WKH�VPDOO�EXVLQHVV
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HQYLURQPHQW�ZLOO�FRQWLQXH�WR�HYROYH�DV�VPDOO�ILUPV�GHYHORS�PRUH
FUHDWLYH�DQG�SURILWDEOH�XVHV�IRU�WKH�,QWHUQHW�

2QH�RI�WKH�IRFXV�JURXSV�QRWHG�DQ�LQWHUHVWLQJ�VLGH�HIIHFW�RI�WKHVH
WHFKQRORJLFDO�DGYDQFHV��,Q�RUGHU�WR�FRPSHWH�HIIHFWLYHO\�LQ�WKH
UDSLGO\�FKDQJLQJ�HFRQRPLF�HQYLURQPHQW��ELJ�EXVLQHVVHV��DQG�ELJ
JRYHUQPHQW��DUH�KDYLQJ�WR�VXEGLYLGH�WKHLU�LQWHUQDO�IXQFWLRQV�LQWR
HVVHQWLDOO\�VHOI�FRQWDLQHG�XQLWV�WKDW�IXQFWLRQ�OLNH�VPDOO�EXVLQHVVHV�

,QVLJKW��� 7KH�QH[W�GHFDGH�ZLOO�VHH�DQ�LQFUHDVH�LQ�WKH�FRQQHFWLYLW\
1HZ�SDWWHUQV�RI EHWZHHQ�DQG�DPRQJ�RUJDQL]DWLRQV�DQG�PDUNHWV��$OUHDG\�
´FRQQHFWLYLW\µ ILUPV�DUH�HOHFWURQLFDOO\�FRQQHFWHG�ZLWK�WKHLU�FXVWRPHUV
ZLOO�GHYHORS DQG�YHQGRUV��&XVWRPHUV�XVH�GHVNWRS�SXEOLVKLQJ�WR�VHQG
DPRQJ�IL UPV FRS\�DQG�JUDSKLFV�WR�WKHLU�SULQWHUV��2Q�OLQH�VHDUFKHV�RI

LQWHUQDWLRQDO�GDWD�EDVHV�DUH�URXWLQH��7KH�W\SHV�DQG�XVHV�RI
FRQQHFWLYLW\�ZLOO�FRQWLQXH�WR�H[SDQG�

&RQQHFWLYLW\�LV�IRVWHULQJ�WKH�GHYHORSPHQW�RI�QHZ�RUJDQL]DWLRQDO
UHODWLRQVKLSV�DPRQJ�HQWLWLHV��$OOLDQFHV�RI�VPDOO�ILUPV��VHOI�
HPSOR\HG�LQGLYLGXDOV��DQG�ODUJHU�RUJDQL]DWLRQV�FRQQHFWHG�E\
DGYDQFHG�FRPSXWHU�DQG�FRPPXQLFDWLRQV�WHFKQRORJLHV�DUH
DOORZLQJ�JHRJUDSKLFDOO\�GLYHUVH�RUJDQL]DWLRQV�WR�LQWHUDFW�DQG�ZRUN
FUHDWLYHO\�WR�SURGXFH�JRRGV�DQG�VHUYLFHV�DOO�RYHU�WKH�ZRUOG��0DQ\
RI�WKHVH�VWUDWHJLF�DOOLDQFHV�DUH�WHPSRUDU\��DW�WKH�HQG�RI�D
SDUWLFXODU�SURMHFW�RU�VHULHV�RI�SURMHFWV��WKH\�GLVVROYH�DQG�PD\�RU
PD\�QRW�FRPH�WRJHWKHU�DJDLQ��6RPH�SHUVRQV�DQG�ILUPV�WKDW�UHO\
RQ�WUDGLWLRQDO�VWDELOLW\�DUH�WKUHDWHQHG�LQ�WKH�SURFHVV��ZKLOH
DGDSWDEOH�ILUPV�DQG�LQGLYLGXDOV�SURVSHU�

,QFUHDVHG�IOH[LELOLW\�DQG�FRQQHFWLYLW\�ZLOO�ERWK�DOORZ�DQG�UHTXLUH
VPDOO�EXVLQHVVHV�WR�EH�PRUH�UHVSRQVLYH�WR�WKHLU�FXVWRPHUV·
SDUWLFXODU�QHHGV��7KH�GHYHORSPHQW�DQG�GHVLJQ�RI�QHZ�FXVWRPL]HG
SURGXFWV�ZLOO�ERWK�JLYH�VPDOO�ILUPV�DQ�DGYDQWDJH�DQG�SXW�SUHVVXUH
RQ�WKHP�WR�SURGXFH�FXVWRPL]HG�SURGXFWV�ZLWK�JUHDWHU�VSHHG�WKDQ
HYHU�EHIRUH��6PDOO�ILUPV�PXVW�GLYHUVLI\�WR�D�JUHDWHU�H[WHQW�WR
PD[LPL]H�WKHLU�DELOLW\�WR�UHVSRQG�UDSLGO\�WR�QHZ�GHPDQGV�IRU
SURGXFWV�DQG�VHUYLFHV�

(FRQRPLF�JURZWK�ZLOO�UHO\�RQ�PRUH�DQG�EHWWHU�FRQQHFWLYLW\
ZLWKLQ�DQG�DPRQJ�DOO�WKH�HFRQRP\·V�FRQVWLWXHQW�SDUWV³LQGXVWU\
JURXSV��VXSSOLHUV��EXVLQHVV�DQG�ILQDQFLDO��DQG�D�YDULHW\�RI�RWKHU
VHUYLFH�SURYLGHUV��JRYHUQPHQWV��WKH�PHGLD��HQWUHSUHQHXUV�DQG
WKHLU�FXVWRPHUV�
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7KHPH����+HWHURJHQHLW\��GLYHUVLW\��DQG�FRPSOH[LW\�ZLOO
FRQWLQXH�WR�EH�KDOOPDUNV�RI�WKH�VPDOO�EXVLQHVV�VHFWRU

%\�KLVWRU\�DQG�E\�QDWXUH��WKH�VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXULDO
SRUWLRQ�RI�WKH�8�6��HFRQRP\�DQG�VRFLHW\�LV�DQ�LQFUHDVLQJO\�ULFK
VWHZ�RI�GLYHUVLW\�DQG�FRPSOH[LW\��7KH��KHWHURJHQHLW\��GLYHUVLW\�
DQG�FRPSOH[LW\�WKDW�PDNH�JHQHUDOL]DWLRQV�VR�GLIILFXOW�DUH�WKH�YHU\
FKDUDFWHULVWLFV�WKDW�UHSUHVHQW�WKH�VWUHQJWK�DQG�YLWDOLW\�RI�WKH�VPDOO
EXVLQHVV�VHFWRU�

+RZ�VPDOO�ILUPV�ZLOO�RSHUDWH�DQG�WKH�NLQGV�RI�ZRUNHUV�WKH\�ZLOO
HPSOR\�DUH�H[SHFWHG�WR�FKDQJH�LQ�WKH�IXWXUH��:LWK�WKH�DJLQJ�RI
WKH�ZRUN�IRUFH�DQG�IDU�UHDFKLQJ�FRPSXWHU�HUD�FKDQJHV��VPDOO
EXVLQHVVHV�PXVW�HYROYH�WR�VXUYLYH��$V�LQ�WKH�LQGXVWULDO�UHYROXWLRQ
DQG�SUHYLRXV�HUDV�RI�JUHDW�FKDQJH��VPDOO�EXVLQHVVHV�WKDW�WDNH
DGYDQWDJH�RI�QHZ�RSSRUWXQLWLHV�ZLOO�WKULYH��ZKLOH�WKRVH�WKDW�GR
QRW�ZLOO�FORVH�

,QVLJKW��� ,Q�WKH�ILQDO�DQDO\VLV��WKHUH�LV�QR�´W\SLFDOµ�VPDOO�EXVLQHVV
+HWHURJHQHRXV RU�HQWUHSUHQHXU��7R�SDUWLFLSDWH�LQ�SURJUDPV�VSRQVRUHG�E\
VPDOO�EXVLQHVVHV WKH�8�6��6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ��DOO�WKDW�LV�UHTXLUHG�LV
ZLOO�FRQWLQXH�WR WKDW�WKH�ILUP�IDOO�EHORZ�VRPH�VDOHV�RU�HPSOR\PHQW�VL]H
EH�FKDOOHQJHG�E\ WKUHVKROG���,Q�HPSOR\PHQW��IRU�H[DPSOH��WKH�WKUHVKROG�LV�RIWHQ
WKH�YD ULHW\�RI ����ZRUNHUV��
WKHLU�GL IIH UHQFHV

%HORZ�WKHVH�VL]H�WKUHVKROGV�DUH�DQ�DPD]LQJ�YDULHW\�RI�ILUPV��0RVW
ILUPV�EHJLQ�VPDOO�DQG�UHPDLQ�VPDOO�WKURXJKRXW�WKHLU�OLIH�F\FOH��$
YHU\�VPDOO�SHUFHQWDJH�JURZ�WR�PRGHUDWH�VL]H��$�VPDOOHU�PLQRULW\
JURZ�WR�EH�ODUJH�DQG�HYHQ�IHZHU�EHFRPH�JLDQW�ILUPV��7KHVH�DUH
WKH�VR�FDOOHG�´JD]HOOHVµ�ZKRVH�FRQWULEXWLRQV�WR�HPSOR\PHQW�DQG
JURZWK�FRQVWLWXWH�PRGHUQ�OHJHQGV�

$V�PHQWLRQHG�SUHYLRXVO\��WKH�GLYHUVH�DUUD\�RI�VPDOO�ILUPV�ZLOO
LQFOXGH�PRUH�KRPH�EDVHG�EXVLQHVVHV��/DUJHU�ILUPV�DQG�ODUJHU
VPDOO�ILUPV�ZLOO�FRQWLQXH�WR�HVWDEOLVK�WHOH�ZRUN�FHQWHUV�WR
PD[LPL]H�SURGXFWLYLW\��0RUH�VPDOO�ILUPV�DUH�OLNHO\�WR�GR�WKH
VDPH��7KH�,QWHUQHW�PD\�LQIOXHQFH�WKH�GHFLVLRQ�WR�EHFRPH�VHOI�
HPSOR\HG�YV��ZRUNLQJ�IRU�VRPHRQH�HOVH��$QG�PRUH�ZRPHQ�DQG
PLQRULWLHV�DUH�VWDUWLQJ�EXVLQHVVHV��VHH�LQVLJKWV���DQG����

,QVLJKW��� &KDQJHV�LQ�WHFKQRORJ\��PDUNHWV��DQG�YDOXHV�ZLOO�HQFRXUDJH
7KH�QDWXUH�DQG�IRUP WKH�HYROXWLRQ�RI�QHZ�W\SHV�RI�ILUPV��$GYDQFHV�LQ�FRPSXWHUV�
RI�VPDOO�IL UPV ZLOO VRIWZDUH��FRPPXQLFDWLRQV��DQG�UHODWHG�WHFKQRORJLHV�DUH
FRQWLQXH�WR�HYROYH DOUHDG\�DIIHFWLQJ�WKH�IRUP�DQG�RSHUDWLRQDO�VWUXFWXUH�RI

ERWK�H[LVWLQJ�DQG�HPHUJLQJ�HQWHUSULVHV��´&OXVWHUV�RI
FRPSHWHQFLHVµ�DQG�VWUDWHJLF�DOOLDQFHV³ZLWK�VHOI�HPSOR\HG
LQGLYLGXDOV��VPDOO�ILUPV��DQG�UHSUHVHQWDWLYHV�RI�ODUJHU
RUJDQL]DWLRQV�RIWHQ�FRQQHFWHG�SULPDULO\�E\�FRPSXWHU�DQG
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FRPPXQLFDWLRQV�QHWZRUNV�DQG�RIWHQ�ZRUNLQJ�DW�JUHDW�GLVWDQFHV
IURP�HDFK�RWKHU³DUH�H[SHFWHG�WR�LQFUHDVH�UDSLGO\�LQ�QXPEHU�DQG
LPSRUWDQFH�RYHU�WKH�QH[W�GHFDGH��7KHVH�FOXVWHUV�FDQ�EH�FUHDWHG
TXLFNO\��FDQ�ZRUN�LQWHQVHO\�RQ�SURMHFWV�RU�D�VHULHV�RI�SURMHFWV��DQG
FDQ�MXVW�DV�TXLFNO\�EH�GLVEDQGHG��7KH�VHOI�HPSOR\HG�LQGLYLGXDOV
DQG�VPDOO�RUJDQL]DWLRQV�LQFOXGHG�LQ�WKHVH�VWUDWHJLF�DOOLDQFHV�RU
FOXVWHUV�RI�FRPSHWHQFLHV�FDQ��IRU�D�WLPH��SHUIRUP�DOPRVW�OLNH
WUDGLWLRQDO�EXVLQHVVHV��,Q�WKH�IXWXUH��HYHQ�PRUH�WKDQ�LQ�WKH�SDVW��LW
PD\�EH�GLIILFXOW�WR�LGHQWLI\�ZKDW�H[DFWO\�LV�D�EXVLQHVV�

7KH�,QWHUQHW�KDV�FOHDUO\�LQFUHDVHG�WKH�FRPELQDWLRQV�RI�ILUPV
REVHUYHG�OHVV�WKDQ�ILYH�\HDUV�DJR��,W�LV�QR�ORQJHU�XQFRPPRQ�IRU
VPDOO�8�6��ILUPV�WR�SDUWQHU�ZLWK�ILUPV�LQ�(XURSH��$VLD��RU�/DWLQ
$PHULFD��7KLV�SKHQRPHQRQ�ZLOO�OLNHO\�LQFUHDVH�GUDPDWLFDOO\�LQ�WKH
IXWXUH��,W�LV�DOVR�OLNHO\�WKDW�GRPHVWLF�KRPH�EDVHG�ILUPV�ZLOO
LQFUHDVH�WKHLU�SDUWQHUVKLSV�ZLWK�QRQ�KRPH�EDVHG�ILUPV�WR
FROODERUDWH�RQ�LQGLYLGXDO�SURMHFWV��0RUH�VPDOO�ILUPV�ZLOO�FRQWLQXH
WR�EHFRPH�YLUWXDO�FRUSRUDWLRQV��VWRSSLQJ�DQG�VWDUWLQJ�RQ�D
SURMHFW�E\�SURMHFW�EDVLV�

7KH�IRFXV�JURXSV�VKRZHG�VWURQJ�LQWHUHVW�LQ�WKH�LGHD�RI�YLUWXDO
FRUSRUDWLRQV��2QH�SDUWLFLSDQW�QRWHG�WKDW�D�JRRG�H[DPSOH�RI�KRZ
D�YLUWXDO�FRUSRUDWLRQ�ZRUNV�ZRXOG�EH�WKH�PDNLQJ�RI�D
FRPPHUFLDOO\�UHOHDVHG�ILOP��$�SURGXFHU�FRQWUDFWV�ZLWK�D�VWXGLR�WR
GHOLYHU�D�PRYLH�WKDW�WKH�VWXGLR�SD\V�IRU��7KH�SURGXFHU�WKHQ�KLUHV
LQGHSHQGHQW�ZRUNHUV�IRU�GLIIHUHQW�MREV��IRUPLQJ�RQH�FRKHVLYH
ILOP�FUHZ�RU�FRPSDQ\��2QFH�WKH�PRYLH�LV�FRPSOHWHG��WKLV
FRPSDQ\�GLVEDQGV��)RFXV�JURXS�SDUWLFLSDQWV�VXJJHVWHG�WKDW�PDQ\
EXVLQHVVHV��ERWK�ODUJH�DQG�VPDOO��ZLOO�RSHUDWH�DV�VXFK�YLUWXDO
FRUSRUDWLRQV�LQ�WKH�IXWXUH�

'HVSLWH�WKH�HYROYLQJ�QDWXUH�RI�VPDOO�ILUPV�DQG�WKHLU�UHODWLRQVKLSV�
WKHLU�DJJUHJDWH�VKDUH�RI�WKH�HFRQRP\�KDV�EHHQ�UHPDUNDEO\�VWDEOH
RYHU�WKH�SDVW����\HDUV��7DEOH�%��

,QVLJKW��� 2QH�DUHD�DERXW�ZKLFK�SUHGLFWLRQV�FDQ�EH�PDGH�ZLWK�D�JUHDW
6PDOO�EXVLQHVVHV GHDO�RI�FRQILGHQFH�LV�WKH�GHPRJUDSKLFV�RI�WKH�SRSXODWLRQ�DQG
ZLOO�IDFH�DQ�DJLQJ WKH�ODERU�IRUFH��VHH�JUDSKLFDO�DSSHQGL[���2YHU�WKH�QH[W�GHFDGH�
DQG�LQFUHDVLQJO\� WKH�ODUJH�EDE\�ERRP�JHQHUDWLRQ�ZLOO�EH�PRYLQJ�LQWR�WKHLU���V
GLYHUVH�ZR UN�IR UFH DQG���V��7KH�DYHUDJH�DJH�RI�WKH�ZRUN�IRUFH�ZLOO�ULVH��7KH�ODERU

IRUFH�ZLOO�EH�PRUH�H[SHULHQFHG�DQG�SURGXFWLYH��$Q�DJLQJ�ZRUN
IRUFH�PD\�DOVR�PHDQ�PRUH�SDUW�WLPH�ZRUNHUV��PRUH�MRE�VKDULQJ�
DQG�JUHDWHU�ZRUNHU�WXUQRYHU��5HSODFHPHQWV�IRU�WKH�UHWLULQJ�EDE\
ERRP�JHQHUDWLRQ�ZLOO�EH�KDUG�WR�ILQG�DV�ODERU�IRUFH�JURZWK
GHFOLQHV�WR�EHORZ���SHUFHQW�DQQXDOO\�
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7DEOH�%��6PDOO�%XVLQHVV�6KDUH�RI�WKH�3ULYDWH�6HFWRU� 1RQIDUP�(FRQRP\

6PDOO�%XVLQHVV�6KDUH�RI�WKH�3ULYDWH�6HFWRU
1RQIDUP�(FRQRP\��3HUFHQW �

6PDOO�)LUPV·
6KDUH�RI�2XWSXW (VWDEOLVKPHQWV (PSOR\PHQW 3D\UROO

���� 1$ ���� ���� ����
���� ���� ���� ���� ����
���� ���� ���� ���� ����
���� ���� ���� ���� ����
���� ���� ����
���� ���� ����
���� ���� ����
���� ���� ����

6PDOO�LV�GHILQHG�DV�KDYLQJ�IHZHU�WKDQ�����HPSOR\HHV��$�ILUP�LV�DQ�DJJUHJDWLRQ�RI�DOO
HVWDEOLVKPHQWV�RZQHG�E\�D�SDUHQW�FRPSDQ\��DQG�DQ�HVWDEOLVKPHQW�LV�D�EXVLQHVV
ORFDWLRQ�WKDW�KDV�HPSOR\HHV�

6RXUFHV��2XWSXW�IURP�D�FRQWUDFW�IXQGHG�E\�WKH�2IILFH�RI�$GYRFDF\�DQG�SURGXFHG�E\
-RHO�3RSNLQ�DQG�&RPSDQ\���������6PDOO�HVWDEOLVKPHQW�GDWD�IURP�%XUHDX�RI�WKH
&HQVXV��&RXQW\�%XVLQHVV�3DWWHUQV��UHSRUWLQJ�FULWHULD�FKDQJHG�LQ������DQG�������EXW�WKH\
VKRXOG�QRW�KDYH�PXFK�LPSDFW�RQ�WKH�VPDOO�VKDUH��

$�QXPEHU�RI�WKH�IRFXV�JURXS�SDUWLFLSDQWV�EHOLHYHG�WKDW��DV�WKH
ZRUN�IRUFH�DJHV�DQG�WHFKQRORJ\�GHYHORSV��WKHUH�ZLOO�EH�D�GLIILFXOW
WUDQVLWLRQ�SHULRG�LQ�ZKLFK�PDQ\�LQ�WKH�ZRUN�IRUFH�GR�QRW
XQGHUVWDQG�RU�IHHO�FRPIRUWDEOH�ZLWK�WKH�WHFKQRORJLFDO�WRROV�DW
WKHLU�GLVSRVDO�

1HZ�HQWUDQWV�LQWR�WKH�ODERU�IRUFH�LQFUHDVLQJO\�ZLOO�EH�ZRPHQ�
PLQRULWLHV��DQG�LPPLJUDQWV��:KLWH�PDOHV�ZLOO�FRQVWLWXWH�RQO\
DERXW�RQH�VHYHQWK�RI�WKH�QHW�JURZWK�LQ�WKH�8�6��ODERU�IRUFH�
$OPRVW�RQH�IRXUWK�ZLOO�EH�LPPLJUDQWV�

,QGLYLGXDOV�RI�+LVSDQLF�RULJLQ�ZLOO�UHSUHVHQW�DOPRVW�RQH�WKLUG�RI
WKH�LQFUHDVH�LQ�WKH�ODERU�IRUFH�IURP������WR�������DQG�ZLOO�ULVH�WR
DERXW����SHUFHQW�RI�WKH�ODERU�IRUFH�E\�������7DEOH�&���+LVSDQLF
$PHULFDQV�ZLOO�VXUSDVV�$IULFDQ�$PHULFDQV�DV�WKH�ODUJHVW�PLQRULW\
LQ�WKH�ODERU�IRUFH�E\�������2QH�TXDUWHU�RI�WKH�ZRUN�IRUFH�ZLOO�EH
+LVSDQLF�E\�������$VLDQV�ZLOO�PRUH�WKDQ�TXDGUXSOH�WKHLU�QXPEHUV
LQ�WKH�ODERU�IRUFH�IURP������WR������

:KLOH�WKH�VKDUH�RI�ZKLWH�QRQ�+LVSDQLF�LQGLYLGXDOV�ZLOO�GHFOLQH�WR
DERXW����SHUFHQW�RI�WKH�ODERU�IRUFH�E\�������WKLV�JURXS�ZLOO�VWLOO
UHSUHVHQW�DERXW�KDOI�RI�WKH�ODERU�IRUFH�LQFUHDVH�IURP������WR
������IURP����PLOOLRQ�LQ������WR�������PLOOLRQ�LQ�������

7KH�GLYHUVLW\�RI�WKH�ZRUN�IRUFH�KDV�FKDQJHG�IDVWHU�WKDQ�ZDV
DQWLFLSDWHG�ILYH�\HDUV�DJR��,PPLJUDWLRQ�RI�+LVSDQLF�DQG�$VLDQ
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7DEOH�&��&LYLOLDQ�/DERU�)RUFH�E\�5DFH�DQG�2ULJLQ�����������

BBBBBBBBBB5DFHB�0LOOLRQV �BBBBBBBB BBBBBBBB3HUFHQWBBBBBBBBB
7RWDO :KLWH %ODFN $VLDQ +LVSDQLF $VLDQ +LVSDQLF %ODFN

���� ���� ���� ��� ��� �� ��� �� ���
���� ����� ����� ���� ��� ��� ��� ��� ����
���� ����� ����� ���� ��� ���� ��� ��� ����
���� ����� ����� ���� ��� ���� ��� ���� ����

6RXUFH��%XUHDX�RI�/DERU�6WDWLVWLFV�

ZRUNHUV�DQG�HQWUHSUHQHXUV�KDV�HVFDODWHG��DQG�ZKLWH�PHQ�DUH
UHWLULQJ�HDUOLHU��1RW�\HW�XQGHUVWRRG�DUH�WKH�HIIHFWV�WKH�FKDQJLQJ
GHPRJUDSKLFV�RI�WKH�ZRUN�IRUFH�ZLOO�KDYH�RQ�WKH�SURGXFWLYLW\�DQG
SURILWDELOLW\�RI�WKH�W\SLFDO�VPDOO�EXVLQHVV��7KHUH�ZLOO�EH
LPSOLFDWLRQV�IRU�VPDOO�EXVLQHVV�LQ�WKH�DJLQJ�DQG�LQFUHDVLQJO\
GLYHUVH�ZRUN�IRUFH��HVSHFLDOO\�ZLWK�UHVSHFW�WR�KHDOWK�FDUH�DQG
LQFUHDVHG�WUDLQLQJ�QHHGV�

,W�VHHPV�FOHDU�WKDW�WRGD\·V�ODERU�VKRUWDJHV��SDUWLFXODUO\�RI�HQWU\�
OHYHO�ZRUNHUV��DUH�KHUH�WR�VWD\�IRU�VRPH�WLPH��)RFXV�JURXS
SDUWLFLSDQWV�H[SUHVVHG�FRQFHUQ�DERXW�WKH�ODQJXDJH��PDWK��DQG
ZULWLQJ�VNLOOV�RI�QHZ�ODERU�IRUFH�HQWUDQWV��DV�ZHOO�DV�WKH�KLJK�FRVW
WR�VPDOO�ILUPV�RI�UHPHGLDO�WUDLQLQJ�

,QVLJKW��� 2YHU�WKH�ODVW�GHFDGH�DQG�D�KDOI��WKH�QXPEHU�RI�ZRPHQ�RZQHG
7KH�QXPEHU�RI EXVLQHVVHV�KDV�EHHQ�JURZLQJ�DW�D�UDWH�WZLFH�WKDW�RI�PDOH�RZQHG
ZRPHQ�EXVLQHVV EXVLQHVVHV��DQG�WKHUH�LV�HYHU\�LQGLFDWLRQ�WKDW�ZRPHQ�RZQHG
RZQHUV�ZLOO ILUPV�ZLOO�FRQWLQXH�WR�LQFUHDVH�RYHU�WKH�QH[W�GHFDGH��+RZHYHU�
LQFUHDVH�� VRPH�VORZGRZQ�ZLOO�RFFXU�DV�D�UHVXOW�RI�WKH�VORZLQJ�UDWH�RI�HQWU\

RI�ZRPHQ�LQWR�WKH�ODERU�IRUFH��1HYHUWKHOHVV��WKH�SHUFHQWDJH�RI
ZRUNLQJ�ZRPHQ�LQ�WKH�ODERU�IRUFH�FRQWLQXHV�WR�FORVH�WKH�JDS�ZLWK
PHQ��7DEOH�'��

:RPHQ�EXVLQHVV�RZQHUV�IDFH�DOO�WKH�SUREOHPV�IDFHG�E\�RWKHU
VPDOO�EXVLQHVV�RZQHUV��WKRXJK�WKHLU�FRQFHUQV�PD\�GLIIHU�LQ
GHJUHH��QDWXUH��DQG�H[WHQW��&HUWDLQ�SUREOHPV�FRQWLQXH�WR�DIIHFW
ZRPHQ�EXVLQHVV�RZQHUV�PRUH��VXFK�DV�VHFXULQJ�DGHTXDWH�FKLOG
FDUH�DQG�DFFHVV�WR�FDSLWDO�

´&KDQQHOLQJµ�LV�D�SUREOHP�WKDW�FRQWLQXHV�WR�OLPLW�WKH�QXPEHU�RI
ZRPHQ�EXVLQHVV�RZQHUV�DQG�HQWUHSUHQHXUV��6RPH�JLUOV�DUH
GLVFRXUDJHG�DW�DQ�HDUO\�DJH�IURP�SXUVXLQJ�HGXFDWLRQDO�DQG�ZRUN
RSSRUWXQLWLHV�OLNHO\�WR�OHDG�WR�GHJUHHV�LQ�EXVLQHVV�DQG�HQJLQHHULQJ
DQG�IURP�ORRNLQJ�DW�EXVLQHVV�RZQHUVKLS�DQG�HQWUHSUHQHXUVKLS�DV
D�GHVLUHG�FDUHHU�SDWK��8QWLO�UHFHQWO\��WKH�SDXFLW\�RI�ZRPHQ�UROH
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7DEOH�'��&LYLOLDQ�/DERU�)RUFH�E\�*HQGHU�������������0LOOLRQV�RI�:RUNHUV�

7RWDO 0HQ :RPHQ
3HUFHQW
:RPHQ

3HUFHQW
7RWDO

,QFUHDVH

���� ���� ���� ���� ���� ��
���� ���� ���� ���� ���� ����
���� ����� ���� ���� ���� ����
���� ����� ���� ���� ���� ����
���� ����� ���� ���� ���� ����

6RXUFH��%XUHDX�RI�/DERU�6WDWLVWLFV�

PRGHOV�DQG�WKH�ODFN�RI�QHWZRUNV�RI�VXFFHVVIXO�ZRPHQ
HQWUHSUHQHXUV��EXVLQHVV�RZQHUV��DQG�SURIHVVLRQDOV�UHLQIRUFHG�WKH
LQIOXHQFH�RI�FKDQQHOLQJ��,QFUHDVLQJO\��SURJUDPV�DUH�EHLQJ�VWDUWHG
WR�HQFRXUDJH�JLUOV�WR�FRQVLGHU�WKH�IXOO�SDQRSO\�RI�HGXFDWLRQDO�DQG
FDUHHU�SRVVLELOLWLHV��$FWLYH�QHWZRUNV�RI�VXFFHVVIXO�EXVLQHVV
RZQHUV�DQG�SURIHVVLRQDOV�KDYH�EHHQ�FUHDWHG��DQG�VXFFHVVIXO
ZRPHQ�LQFUHDVLQJO\�VHHN�DQG�KROG�OHDGHUVKLS�SRVLWLRQV�LQ
WUDGLWLRQDO�VPDOO�EXVLQHVV�JURXSV�

:RPHQ�RZQHG�ILUPV�ZLWK�HPSOR\HHV�KDYH�JURZQ�UHODWLYHO\
UDSLGO\�RYHU�WKH�SDVW�ILYH�\HDUV��/DUJHU�ZRPHQ�RZQHG�ILUPV�DUH
OLNHO\�WR�JURZ�WKURXJK�DQJHO�DQG�YHQWXUH�FDSLWDO�ILQDQFLQJ�LQ�WKH
IXWXUH�DV�PRUH�VXFFHVVIXO�ZRPHQ�HQWUHSUHQHXUV�UHLQYHVW�LQ�RWKHU
ZRPHQ�RZQHG�EXVLQHVVHV�DQG�PRUH�DQJHO�QHWZRUNV�DUH�IRUPHG�

,QVLJKW��� :KLOH�PLQRULW\�VPDOO�EXVLQHVV�RZQHUVKLS�DQG�HQWUHSUH�
0LQRULW\�EXVLQHVV QHXUVKLS�KDYH�LQFUHDVHG�RYHU�WKH�ODVW�VHYHUDO�GHFDGHV�
RZQHUV�ZLOO VLJQLILFDQW�SDWWHUQV�UHPDLQ�XQFKDQJHG��2QO\����SHUFHQW�RI
FRQWLQXH�WR�IDFH� PLQRULW\�RZQHG�ILUPV�KDYH�HPSOR\HHV��DQG�WKLV�SHUFHQWDJH
GLIILFXOW�FKDOOHQJHV PXVW�LQFUHDVH�LQ�WKH�IXWXUH�LI�D�ODUJHU�VKDUH�RI�WKH�PLQRULW\

EXVLQHVV�FRPPXQLW\�LV�WR�VKDUH�LQ�FRQWLQXHG�HFRQRPLF�JURZWK�
5HFHQW�VWXGLHV�KDYH�IRXQG�ZRUULVRPH�GLIIHUHQFHV�LQ�PLQRULW\
EXVLQHVV�RZQHUV·�DELOLW\�WR�REWDLQ�FUHGLW��:LWK�WKH�1HZ�0DUNHWV
,QLWLDWLYH��PDQ\�SDUWV�RI�WKH�6%$��DV�ZHOO�DV�RWKHU�IHGHUDO�DQG
VWDWH�DQG�ORFDO�JRYHUQPHQW�DJHQFLHV��DUH�ZRUNLQJ�WR�LQFUHDVH�WKH
DYDLODELOLW\�RI�FDSLWDO�DQG�PHQWRUV�IRU�PLQRULW\�HQWUHSUHQHXUV�

7KHPH����6PDOO� EXVLQHVVHV�ZLOO�FRQWLQXH�WR�IDFH�EDUULHUV�WR
HQWU\�DQG�LQKLELWRUV�RI�JURZWK

,QVLJKW���� $GHTXDWH�ILQDQFLQJ�IRU�UDSLGO\�JURZLQJ�ILUPV�ZLOO�EH�$PHULFD·V
$FFHVV�WR�FUHGLW JUHDWHVW�HFRQRPLF�SROLF\�FKDOOHQJH�RI�WKH�QHZ�FHQWXU\��)RU�PDQ\
ZLOO�EH�GLIILFXOW VPDOO�EXVLQHVVHV��HVSHFLDOO\�LQ�WKH�HDUO\�\HDUV��EXVLQHVV�FUHGLW�LV

VLPSO\�QRW�DYDLODEOH��0XOWLSOH�FUHGLW�FDUG�EDODQFHV�DQG�KRPH
HTXLW\�ORDQV�DUH�PDMRU�VRXUFHV�RI�FUHGLW�IRU�VWDUWXS�ILUPV�
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/HQGLQJ�WR�PDQXIDFWXULQJ�FRQFHUQV�ZLWK�KDUG�DVVHWV�VXFK�DV�UHDO
SURSHUW\��HTXLSPHQW��DQG�LQYHQWRU\�KDV�DOZD\V�EHHQ�HDVLHU�WKDQ
OHQGLQJ�WR�VHUYLFH�VHFWRU�ILUPV��ZKHUH�KXPDQ�UHVRXUFHV�DUH�PRUH
LPSRUWDQW��/RDQV�WR�QRQ�PDQXIDFWXULQJ�ILUPV�UHTXLUH�PRUH
MXGJPHQWV�LQ�WHUPV�RI�FKDUDFWHU��PDUNHWV��DQG�FDVK�IORZ��EXW�KDYH
EHHQ�PRUH�RIWHQ�EDVHG�RQ�FUHGLW�VFRULQJ�PRGHOV��(QFRXUDJLQJ
EDQNV�DQG�LQYHVWPHQW�UHJXODWRUV�WR�ORRN�DW�WKH�FUHGLWZRUWKLQHVV
RI�DOO�VPDOO�EXVLQHVV�ORDQV�LQ�WKHLU�SRUWIROLR�DV�D�JURXS��UDWKHU
WKDQ�DW�HDFK�LQGLYLGXDO�ORDQ��ZRXOG�EH�DQ�LPSURYHPHQW�

7KH�EDQNLQJ�LQGXVWU\�DQG�WKH�HQWLUH�ILQDQFLDO�VHFWRU�KDYH
XQGHUJRQH�PDQ\�ODUJH�PHUJHUV��%\�������WKH�GLVWLQFWLRQV�DPRQJ
EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�ZLOO�EH�JUHDWO\�UHGXFHG��DQG
WKH�VWUXFWXUH�RI�WKH�EDQNLQJ�LQGXVWU\�LWVHOI�ZLOO�FRQWLQXH�WR
FKDQJH�

,W�LV�H[SHFWHG�WKDW�WKH�EDQNLQJ�LQGXVWU\�ZLOO�EH�GLYLGHG�LQWR
JOREDO��QDWLRQDO��DQG�VXSHU�UHJLRQDO�EDQNV��ZLWK�D�PXFK�VPDOOHU
QXPEHU�RI�FRPPXQLW\�EDQNV��/DUJHU�EDQNV��SULPDULO\�WKH�VXSHU�
UHJLRQDO�EDQNV���WR�WKH�H[WHQW�WKDW�WKH\�VHUYH�VPDOO�EXVLQHVV
QHHGV��ZLOO�GR�VR�WKURXJK�ODUJH�ORDQ�SURFHVVLQJ�FHQWHUV�XWLOL]LQJ
FUHGLW�VFRULQJ�WHFKQLTXHV�ZLWK�´LQWHOOLJHQW�PRGHOVµ��DUWLILFLDO
LQWHOOLJHQFH³GHULYHG�FRPSXWHU�EDVHG�PRGHOV���7KH�UHVXOWLQJ
ORDQV�ZLOO�EH�KLJKO\�VWDQGDUGL]HG��´FRRNLH�FXWWHUµ�ORDQV��7KH
PXFK�GLPLQLVKHG�QXPEHU�RI�FRPPXQLW\�EDQNV�ZLOO�EH�OHIW�WR
VHUYH��DV�ZHOO�DV�WKH\�FDQ��WKH�QHHGV�RI�VPDOO�EXVLQHVVHV�WKDW�GR
QRW�PHHW�WKH�VFUHHQV�RI�VFRULQJ�WHFKQLTXHV�DQG�LQWHOOLJHQW
PRGHOV�

6RPH�QHZ�EDQNV�DUH�EHLQJ�IRUPHG�E\�EDQN�H[HFXWLYHV�RI�PHUJHG
EDQNV��DQG�WKHVH�EDQNV�DUH�SDUWLDOO\�UHSODFLQJ�WKH�FKDUDFWHU�ORDQV
RQFH�PDGH�E\�WKH�PHUJHG�EDQNV��7KHUH�LV�VRPH�KRSH�WKDW�WKH
HYROYLQJ�QRQ�EDQN�ILQDQFLDO�LQVWLWXWLRQV³LQVXUDQFH�FRPSDQLHV�
ILQDQFH�FRPSDQLHV��SHQVLRQ�IXQGV��SULYDWH�SXEOLF�VHFWRU
FRRSHUDWLYH�RUJDQL]DWLRQV��DQG�VWDWH�DQG�ORFDO�JRYHUQPHQW�
VSRQVRUHG�RUJDQL]DWLRQV³FDQ�DGGUHVV�WKH�FUHGLW�QHHGV�RI�VPDOO
EXVLQHVVHV�DQG�HQWUHSUHQHXULDO�ILUPV�

$W�OHDVW�IRU�QRZ��DFFHVV�WR�FUHGLW�LV�OHVV�GLIILFXOW�WKDQ�ZDV
H[SHFWHG�ILYH�\HDUV�DJR��%DQNV�DQG�EXVLQHVVHV�DUH�IOXVK�ZLWK�FDVK
EHFDXVH�RI�WKH�HFRQRPLF�H[SDQVLRQ��%HFDXVH�RI�FUHGLW�VFRULQJ
PRGHOV�DQG�EXVLQHVV�FUHGLW�FDUGV�RIIHUHG�E\�WKH�PHUJLQJ�QDWLRQDO
EDQNV��WKH�QXPEHU�RI�VPDOO�ORDQV�LV�EDOORRQLQJ³EXW�WKH�DYHUDJH
VL]H�RI�VPDOO�EXVLQHVV�ORDQV�LV�GURSSLQJ�GUDPDWLFDOO\��6RPH�FUHGLW
LV�UHDGLO\�DYDLODEOH�EXW�RIWHQ�DW�D�KLJKHU�FRVW�DQG�IRU�D�VKRUWHU
WLPH�SHULRG��,Q�DGGLWLRQ��ODUJHU�ORDQV�DUH�EHFRPLQJ�KDUGHU�WR
VHFXUH�
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6RPH�UHFHQW�VWXGLHV�KDYH�IRXQG�WKDW�PLQRULW\�EXVLQHVV�RZQHUV�
SDUWLFXODUO\�$IULFDQ�$PHULFDQ�DQG�+LVSDQLF�EXVLQHVV�RZQHUV�
KDYH�KDG�SDUWLFXODU�GLIILFXOW\�REWDLQLQJ�FUHGLW�

1XPHURXV�SDUWLFLSDQWV�LQ�WKH�IRFXV�JURXSV�QRWHG�WKDW�WKH\�H[SHFW
WR�VHH�D�EXVLQHVV�GRZQWXUQ�LQ�WKH�QH[W�VHYHUDO�\HDUV��ZLWK�D
FRQFRPLWDQW�WLJKWHQLQJ�RI�WKH�ORDQ�PDUNHW��:KDW�LV�XQNQRZQ�LV
KRZ�DQ\�GRZQWXUQ�ZLOO�DIIHFW�H[LVWLQJ�EXVLQHVVHV�RU�ZKLFK�VHFWRUV
ZLOO�EH�DIIHFWHG�PRUH�WKDQ�RWKHUV��5HVHDUFK�KDV�VKRZQ��KRZHYHU�
WKDW�WKH�LPSDFWV�RI�VXFK�GRZQWXUQV�JHQHUDOO\�IDOO�PRUH�KHDYLO\�RQ
VPDOO�ILUPV��HVSHFLDOO\�UXUDO�DQG�PLQRULW\�RZQHG�EXVLQHVVHV�

,QVLJKW���� $FFHVV�WR�FDSLWDO�DW�YDULRXV�VWDJHV�LQ�WKH�OLIH�F\FOH�RI�VPDOO
$FFHVV�WR�FDSLWDO EXVLQHVVHV�DQG�HQWUHSUHQHXUV�ZLOO�FRQWLQXH�WR�EH�D�PDMRU
ZLOO�FRQWLQXH�WR SUREOHP��)RU�PDQ\�VPDOOHU�ILUPV�DQG�PRVW�VWDUWXSV�
EH�D�S UREOHP�������� WKH�SHUVRQDO�IXQGV�RI�WKH�EXVLQHVV�RZQHU�DQG�HQWUHSUHQHXU�DQG

WKRVH�RI�UHODWLYHV�DQG�DFTXDLQWDQFHV�FRQVWLWXWH�WKH�PDMRU�VRXUFHV
RI�VWDUWXS�FDSLWDO��5HFHQWO\��PDQ\�UHIXJHHV�IURP�GRZQVL]LQJ�ODUJH
EXVLQHVVHV�KDYH�HQWHUHG�WKH�ZRUOG�RI�VPDOO�EXVLQHVV�DQG
HQWUHSUHQHXUVKLS��XVLQJ�SHUVRQDO�UHVRXUFHV�DQG�WKH�SURFHHGV�RI
WKHLU�VHYHUDQFH�SDFNDJHV�

)LQGLQJ�HDUO\�VWDJH�PRQH\�WR�JURZ�D�EXVLQHVV�KDV�DOZD\V�EHHQ
GLIILFXOW��7KH�RUJDQL]HG�YHQWXUH�FDSLWDO�LQGXVWU\��ZKLOH�H[WUHPHO\
LPSRUWDQW��IXQGV�RQO\�D�WLQ\�SRUWLRQ�RI�WKH�KLJK�SRWHQWLDO�VWDUWXS
EXVLQHVVHV��2YHU�WKH�ODVW����\HDUV��WKH�YHQWXUH�FDSLWDO�LQGXVWU\�KDV
PDWXUHG��0RUH�WKDQ�RQH�KDOI�RI�WKH�UHVRXUFHV�RI�QHZO\�UDLVHG
IXQGV�FRPH�IURP�QRQ�SURILWV�DQG�SHQVLRQ�IXQGV��7KH�VL]H�RI�WKH
YHQWXUH�SRROV�EHLQJ�UDLVHG�LV�LQFUHDVLQJ��DV�LV�WKH�VL]H�RI�WKH�GHDOV
WKDW�YHQWXUH�SDUWQHUVKLSV�DUH�IXQGLQJ��WKH\�DYHUDJHG����PLOOLRQ�LQ
�����

9HQWXUH�IXQGV³HYHU�LQ�VHDUFK�RI�ODUJHU�GHDOV³DUH�VWUHVVLQJ
ODWHU�VWDJH�GHDOV��)LQGLQJ�YHQWXUH�ILQDQFLQJ�IRU�PRGHUDWH�QHHGV³
VD\��EHWZHHQ����������DQG������PLOOLRQ³LV�YHU\�GLIILFXOW��6%$·V
6%,&�SURJUDP�LV�DQ�LPSRUWDQW�RIIVHW�

6RSKLVWLFDWHG�LQGLYLGXDO�LQYHVWRUV��RIWHQ�FDOOHG�´DQJHOV�µ�DUH
DQRWKHU�VRXUFH�RI�FDSLWDO��$QJHO�FDSLWDO�QHWZRUNV�DUH�DOVR�JURZLQJ
DURXQG�WKH�FRXQWU\�DV�WKH�QHZ�KLJK�WHFK�PLOOLRQDLUHV�ZKR�KDYH
EHHQ�VXFFHVVIXO�LQ�VHOOLQJ�WKHLU�FRPSDQLHV�DUH�UH�LQYHVWLQJ�WKHLU
ZHDOWK�LQ�QHZ�KLJK�WHFK�VWDUWXSV�DQG�ORRNLQJ�IRU�QHZ
LQYHVWPHQWV��$Q�HVWLPDWHG���������ELOOLRQ�LV�LQ�WKH�DQJHO�FDSLWDO
PDUNHW�DV�RI������

6RPH�DGYDQFHV�KDYH�EHHQ�PDGH�WRZDUG�UDWLRQDOL]LQJ�DQG
RUJDQL]LQJ�DQJHO�ILQDQFLQJ�WKURXJK�D�QDWLRQDO�PDUNHWSODFH�IRU
DQJHO�FDSLWDO²YLD�WKH�,QWHUQHW³IRU�H[DPSOH��WKH�$&(�1HW��RU
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$QJHO�&DSLWDO�(OHFWURQLF�1HWZRUN�SURMHFW��%XW�PXFK�PRUH�QHHGV
WR�EH�GRQH��7DUJHWHG�WD[�LQLWLDWLYHV�PD\�EH�QHHGHG�WR�HQFRXUDJH
WKLV�VRXUFH�RI�ILQDQFLQJ�WR�PHHW�WKH�FRQWLQXLQJ�QHHGV�RI�VPDOO
EXVLQHVVHV�LQ�WKH�QH[W�GHFDGH�

,Q�VRPH�LQGXVWULHV��ZKHUH�WKH�SURGXFW�RU�VHUYLFH�GHYHORSPHQW
OLIH�F\FOH�LV�HVSHFLDOO\�ORQJ��WKHUH�LV�D�QHHG�IRU�PRUH�SDWLHQW
FDSLWDO��1HZ�LQLWLDWLYHV�PD\�UHTXLUH�LQFUHDVHG�SDUWLFLSDWLRQ�E\
VWDWH�DQG�ORFDO�JRYHUQPHQWV��SDUWLFXODUO\�XVLQJ�VHHG�FDSLWDO�RU
SHQVLRQ�IXQGV�

,QVLJKW���� )RU�VPDOO�EXVLQHVVHV�DQG�HQWUHSUHQHXUV�WR�EH�VXFFHVVIXO
7KHUH�LV�DQ RYHU�WKH�QH[W�GHFDGH�DQG�EH\RQG��DQ�HGXFDWHG�DQG�WUDLQHG
LQFUHDVLQJ�QHHG ZRUN�IRUFH�PXVW�EH�DYDLODEOH��7KHUH�LV�DOPRVW�XQLYHUVDO
IR U�HIIHFWLYH DJUHHPHQW�WKDW�SXEOLF�VFKRRO�V\VWHPV�DUH�QRW�PHHWLQJ�WKH
HGXFDWLRQ�DQG QHHGV�RI�WKH�VPDOO�EXVLQHVV�FRPPXQLW\�LQ�SUHSDULQJ�QHZ�ODERU
W UDLQLQJ IRUFH�HQWUDQWV�ZLWK�VXFK�EDVLF�VNLOOV�DV�OLWHUDF\��PDWK��DQG

SUREOHP�VROYLQJ�

7KH�IRFXV�JURXS�SDUWLFLSDQWV�DOVR�H[SUHVVHG�FRQFHUQ�WKDW�WKH
HGXFDWLRQDO�V\VWHP�LV�SURGXFLQJ�D�JHQHUDWLRQ�RI�ZRUNHUV�ZKR
KDYH�JRRG�FRPSXWHU�DQG�,QWHUQHW�VNLOOV�EXW�ZKR�DUH�QRW
DGHTXDWHO\�SUHSDUHG�IRU�PDQ\�RI�WKH�WDVNV�DQG�MREV�WKH\�ZLOO�IDFH�

)RU�VWXGHQWV�ZKR�H[WHQG�WKHLU�HGXFDWLRQ�EH\RQG�WKH�KLJK�VFKRRO
OHYHO��WKHUH�LV�D�QHHG�IRU�HGXFDWLRQ�LQ�KRZ�WKH�HFRQRPLF�V\VWHP
ZRUNV�DQG�VNLOOV�WUDLQLQJ�IRU�FDUHHUV�LQ�VPDOO�EXVLQHVV��7KH
SRSXODULW\�RI�FRXUVHV�LQ�HQWUHSUHQHXUVKLS�DQG�VPDOO�EXVLQHVV�LQ
WKH�QDWLRQ·V�EXVLQHVV�VFKRROV�RYHU�WKH�ODVW�GHFDGH�LQGLFDWHV�WKDW
WKLV�QHHG�LV�EHJLQQLQJ�WR�EH�DGGUHVVHG��DW�OHDVW�DW�WKH�FROOHJH�OHYHO�

0RVW�VPDOO�ILUPV�QRZ�LGHQWLI\�ODERU�VKRUWDJHV�DQG�WKH�DELOLW\�WR
REWDLQ�VNLOOHG�ODERU�DW�UHDVRQDEOH�UDWHV�DV�WKHLU�QXPEHU�RQH
SUREOHP��7KLV�ZDV�JHQHUDOO\�QRW�DQ�LVVXH�ILYH�\HDUV�DJR��%XW�WKH
SUREOHP�LV�H[SHFWHG�WR�FRQWLQXH�LQWR�WKH�QH[W�FHQWXU\�EHFDXVH�RI
FKDQJLQJ�ZRUN�IRUFH�GHPRJUDSKLFV��7KH�2IILFH�RI�$GYRFDF\�KDV
FRQGXFWHG�VWXGLHV�RI�KRZ�VWDWH�DQG�IHGHUDO�WUDLQLQJ�SURJUDPV�DUH
XVHG�E\�VPDOO�ILUPV�DQG�KRZ�VPDOO�ILUPV�DUH�DGMXVWLQJ�WR�WKH�ODERU
VKRUWDJH�HQYLURQPHQW��6PDOO�ILUPV�UHSRUW�WKH\�DUH�IHHOLQJ�WKH
HIIHFWV�RI�WKH�ODERU�VKRUWDJH�LQ�ORZHU�SURILWV�DQG�UHGXFHG
HPSOR\HH�PRUDOH�

,QVLJKW���� 7KH�H[WHQW��FRPSOH[LW\��DQG�XQFHUWDLQW\�DVVRFLDWHG�ZLWK
5HJXODWLRQ�LV�D UHJXODWLRQ�LV�D�PDMRU�EDUULHU�WR�JURZWK��)URP�\RXWK
PDMRU�LPSHGLPHQW HQWUHSUHQHXUV�WHOOLQJ�KRUURU�VWRULHV�DERXW�WU\LQJ�WR�VHFXUH
WR�VPDOO�EXVLQHVV YHQGRU�OLFHQVHV��WR�EDQNHUV�ZKR�VHH�WKH�ULVN�DVVRFLDWHG
DQG�HQWUHS UHQHXUVKLS��ZLWK�HQYLURQPHQWDO�ODZV�DV�OLPLWLQJ�WKHLU�DELOLW\�WR�PDNH



7KH�7KLUG�0LOOHQQLXP����

ORDQV��WR�KLJK�WHFK�HQWUHSUHQHXUV�IUXVWUDWHG�E\�WKH�OHQJWK�
H[SHQVH��FRPSOH[LW\��DQG�XQFHUWDLQW\�RI�WKH�)RRG�DQG�'UXJ
$GPLQLVWUDWLRQ·V�DSSURYDO�SURFHVV��UHJXODWLRQ�LV�VHHQ�DV�WKH�PDMRU
SUREOHP�IRU�VWDUWXSV�LQ�PDQ\�VHFWRUV�

7KH�EXUGHQ�RI�UHJXODWLRQ�WHQGV�WR�IDOO�GLVSURSRUWLRQDWHO\�RQ�VPDOO
HQWHUSULVHV��/DUJHU�HQWHUSULVHV�FDQ�RIWHQ�KLUH�LQWHUQDO�DQG�H[WHUQDO
KHOS�DW�D�UHDVRQDEOH�SULFH�DQG�FDQ�VSUHDG�FRVW�RYHU�PDQ\�PRUH
XQLWV�RI�RXWSXW�

/LPLWLQJ�WKH�UHJXODWRU\�EXUGHQ�RQ�VPDOO�ILUPV�FDQ�ERWK�FUHDWH�D
UHJXODWRU\�DWPRVSKHUH�WKDW�LV�IDLU�WR�VPDOO�EXVLQHVVHV�DQG
JHQHUDWH�EHQHILWV�RXWZHLJKLQJ�WKH�UHJXODWRU\�FRVWV��7R�PLQLPL]H
UHJXODWRU\�LPSHGLPHQWV�WR�EXVLQHVV�HQWU\�DQG�JURZWK��WKH�2IILFH
RI�$GYRFDF\�GHYRWHV�VLJQLILFDQW�UHVRXUFHV�WR�UHSUHVHQWLQJ�VPDOO
EXVLQHVV�FRQFHUQV�LQ�WKH�GHYHORSPHQW�RI�SURSRVHG�UHJXODWLRQV�E\
IHGHUDO�DJHQFLHV�

$FFXUDWH�GDWD�DUH�QHHGHG�LI�UHJXODWRUV�DUH�WR�VWXG\�WKH�UHDO�FRVWV
DQG�EHQHILWV�RI�UHJXODWLRQ��)HZ�GDWD�VRXUFHV�H[LVW�WKDW�EUHDN�WKH
HFRQRP\�GRZQ�E\�WKH�VL]H�RI�ILUPV��KRZHYHU��WKH�2IILFH�RI
$GYRFDF\�KDV�IXQGHG�D�&HQVXV�%XUHDX�GDWD�EDVH�WKDW�FDQ�EH�XVHG
IRU�UHJXODWRU\�DQDO\VHV��7DEXODWLRQV�IURP�WKLV�GDWD�EDVH��WLWOHG
6WDWLVWLFV�RI�8�6��%XVLQHVV��DUH�PDGH�DYDLODEOH�WR�WKH�SXEOLF�IRU
VWXGLHV�E\�ILUP�VL]H��,Q�DGGLWLRQ��DQ�RIIVKRRW�RI�WKLV�SURMHFW��WKH
%XVLQHVV�,QIRUPDWLRQ�7UDFNLQJ�6\VWHP��%,76��DOORZV�DSSURYHG
UHVHDUFKHUV�DW�WKH�&HQVXV�%XUHDX�WR�FUHDWH�WKHLU�RZQ�WDEXODWLRQV
IURP�&HQVXV�GDWD�DQG�WR�DQVZHU�DQ�LQILQLWH�QXPEHU�RI�SRWHQWLDO
UHVHDUFK�TXHVWLRQV�DERXW�KRZ�SURSRVHG�IHGHUDO�UHJXODWLRQV�ZLOO
DIIHFW�VPDOO�ILUPV�

5HJXODWLRQ�LV�QRW�H[FOXVLYHO\�D�IHGHUDO�SUREOHP��2QH�KLJK�WHFK
HQWUHSUHQHXU�IURP�&DOLIRUQLD�UHODWHG�KRZ�KLV�FRPSDQ\�ZDV
VXEMHFWHG�WR�UHJXODWLRQ�RI�D�VLQJOH�SURFHVV�E\�VL[�VHSDUDWH�VWDWH
DQG�ORFDO�MXULVGLFWLRQV�ZLWK�RYHUODSSLQJ�DQG�RIWHQ�FRQWUDGLFWRU\
VWDQGDUGV�

6PDOO�EXVLQHVVHV�JHQHUDOO\�DJUHH�WKDW�VRPH�UHJXODWLRQ�VKRXOG�EH
DEDQGRQHG�DQG�WKDW�PRVW�UHJXODWLRQ�VKRXOG�EH�VLPSOLILHG�DQG
PDGH�PRUH�IOH[LEOH��)RU�WKH�VPDOOHVW�ILUPV��VRPH�H[HPSWLRQV�DUH
LQ�RUGHU��$GGLWLRQDO�VL]H�VHQVLWLYH�VWDQGDUGV�DQG�UHJXODWRU\
SURFHVVHV�VKRXOG�DOVR�EH�SXW�LQ�SODFH��6PDOO�EXVLQHVV�RZQHUV
EHOLHYH�WKDW�FRVW�EHQHILW�DQG�ULVN�DVVHVVPHQW�DQDO\VHV�VKRXOG�EH
UHTXLUHG�IRU�DOO�UHJXODWLRQV�DQG�WKDW�ORFDO��VWDWH��DQG�IHGHUDO
UHJXODWLRQV�VKRXOG�EH�FRRUGLQDWHG�DQG�VLPSOLILHG�

7KH�2IILFH�RI�$GYRFDF\�SXEOLVKHV�DQ�DQQXDO�UHSRUW�RQ�WKH
LPSOHPHQWDWLRQ�RI�WKH�5HJXODWRU\�)OH[LELOLW\�$FW��5)$���WKH
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VWDWXWH�WKDW��DORQJ�ZLWK�WKH�6PDOO�%XVLQHVV�5HJXODWRU\
(QIRUFHPHQW�)DLUQHVV�$FW��6%5()$���JHQHUDOO\�JRYHUQV�VPDOO
EXVLQHVV�UHJXODWRU\�DQDO\VLV�DW�WKH�IHGHUDO�OHYHO��$�QXPEHU�RI
$GYRFDF\�FRQWUDFW�VWXGLHV�VLQFH�WKH������:KLWH�+RXVH
&RQIHUHQFH�RQ�6PDOO�%XVLQHVV�KDYH�DOVR�PHDVXUHG�WKH
GLVSURSRUWLRQDWH�EXUGHQ�WKDW�YLUWXDOO\�DOO�UHJXODWLRQV�SODFH�RQ
VPDOO�ILUPV��7KH�SDVVDJH�RI�6%5()$�LQ������SXW�WHHWK�LQWR�WKH
5)$�E\��DPRQJ�RWKHU�WKLQJV��DGGLQJ�D�MXGLFLDO�UHYLHZ�SURYLVLRQ�
%HFDXVH�RI�WKH�VWUHQJWKHQHG�5)$��VRPH�EHOLHYH�WKDW�IHGHUDO
UHJXODWLRQV�DUH�EHFRPLQJ�IDLUHU�WR�VPDOO�ILUPV��7KHUH�DUH�
KRZHYHU��VXUYH\V�LQGLFDWLQJ�WKDW�VWDWH�DQG�ORFDO�UHJXODWLRQV�DUH
EHFRPLQJ�D�PRUH�VLJQLILFDQW�EXUGHQ�

7KH�PHPEHUV�RI�WKH�2IILFH�RI�$GYRFDF\·V�UHFHQW�IRFXV�JURXSV
UHSHDWHGO\�FLWHG�JRYHUQPHQW�UHJXODWLRQV�DV�D�EXUGHQ�WKDW�PXVW�EH
OLJKWHQHG��2QH�SDUWLFLSDQW�VDLG�LW�LV�XS�WR�JRYHUQPHQW�WR�FDWFK�XS
WR�WKH�SDFH�RI�WKH�UDSLGO\�FKDQJLQJ�SULYDWH�VHFWRU��,I�JRYHUQPHQW
IDLOV��LW�ZLOO�EHFRPH�D�EUDNH�WKDW�VORZV�WKH�JURZWK�UDWH�RI�WKH�QHZ
HFRQRP\�

,QVLJKW���� 7RGD\·V�IHGHUDO�V\VWHP�RI�HFRQRPLF�GDWD�FROOHFWLRQ�DQG
6PDOO�EXVLQHVV GLVWULEXWLRQ��ZKLOH�LPSURYLQJ�ZLWK�GDWD�VRXUFHV�OLNH�%,76�DQG
VXIIH UV�I URP� RWKHUV³LV�VWLOO�LQDGHTXDWH��,W�GRHV�QRW�DOORZ�WKH�G\QDPLF�UROH
LQDGHTXDWH�GDWD� RI�VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXUVKLS�WR�EH�IXOO\�XQGHUVWRRG
LQIR UPDWLRQ� DQG�PHDVXUHG��QRU�GRHV�LW�DOORZ�SUREOHPV�WR�EH�DQDO\]HG�RU
DQG�DQDO\VLV� SXEOLF�SROLF\�UHVSRQVHV�WR�EH�GHYHORSHG�DQG�PRQLWRUHG�RQ�D

FXUUHQW�EDVLV���7KH�ODWHVW�GDWD�DYDLODEOH�DUH�IRU�������

%\�LWV�YHU\�QDWXUH��WKH�VPDOO�EXVLQHVV�SRUWLRQ�RI�WKH�HFRQRP\�LV
WXUEXOHQW�DQG�FKDRWLF��$WWHPSWV�WR�FROOHFW�GDWD�RQ�WKLV�VHFWRU�DUH
DQ�LPPHQVH�FKDOOHQJH��DQG�DUH�H[WUHPHO\�H[SHQVLYH��%XGJHW�FXWV
LPSO\�OHVV�GDWD�RQ�VPDOO�ILUPV��,QQRYDWLYH�DSSURDFKHV�WR�GDWD
FROOHFWLRQ�DQG�VKDULQJ�DUH�QHHGHG�

6LQFH�������VRPH�SURJUHVV�KDV�EHHQ�PDGH�WRZDUG�EXLOGLQJ�D�GDWD
EDVH�E\�ILUP�VL]H�XVLQJ�&HQVXV�GDWD�DQG�GLVVHPLQDWLQJ�LW�YLD�WKH
,QWHUQHW��1HYHUWKHOHVV��WKH�ODFN�RI�WLPHO\��FXUUHQW�GDWD�RQ�VPDOO
EXVLQHVV�SURILWV�DQG�SHUIRUPDQFH�FRQWLQXHV�WR�KDPSHU�WKH
GHYHORSPHQW�RI�JRRG��FXUUHQW�VWDWLVWLFDO�LQGLFDWRUV�PHDVXULQJ�WKH
VL]H�DQG�FRQWULEXWLRQ�RI�WKH�VPDOO�EXVLQHVV�VHFWRU��7KH�,QWHUQHW
DQG�SULYDWH�VHFWRU�GDWD�PD\�EH�IXUWKHU�XWLOL]HG�WR�UHPHG\�WKHVH
SUREOHPV��EXW�DQHFGRWDO�LQIRUPDWLRQ�LV�QRW�XVXDOO\�DFFHSWDEOH�
,QQRYDWLYH�SXEOLF�SULYDWH�VHFWRU�SDUWQHUVKLSV�DUH�QHHGHG�WR
DGGUHVV�WKH�GHPDQG�IRU�WLPHO\��QDWLRQDOO\�UHSUHVHQWDWLYH
LQIRUPDWLRQ�IRU�SROLF\�SXUSRVHV�

)RU�PDQ\�\HDUV�WKH�VWXG\�RI�VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXUVKLS
LQ�WKH�DFDGHPLF�FRPPXQLW\�ZDV�UHOHJDWHG�WR�D�IHZ�SURIHVVRUV
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ZLWK�VFDQW�UHJDUG�IRU�WKHLU�DFDGHPLF�FDUHHUV��2YHU�WKH�ODVW�GHFDGH�
VRPH�SURJUHVV�KDV�EHHQ�PDGH��%XVLQHVV�VFKRROV�DUH�LGHQWLI\LQJ
HQWUHSUHQHXUVKLS�DV�DQ�DUHD�ZRUWK\�RI�UHVHDUFK��%XW�WKH
LQDGHTXDF\�RI�GDWD�KDV�LQKLELWHG�PHDQLQJIXO�UHVHDUFK�RQ�PDQ\
VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXULDO�LVVXHV�

7KHPH����7KH�VPDOO�EXVLQHVV�DQG�HQWUHSUHQHXULDO�VHFWRU�ZLOO
FRQWLQXH�WR�EH�VWURQJ�

,QVLJKW���� 6PDOO�EXVLQHVVHV�ZLOO�FRQWLQXH�WR�EH�WKH�HQJLQH�RI�MRE�JHQHUDWLRQ�
6PDOO�IL UPV�ZLOO 6PDOOHU�ILUPV³WKRVH�ZLWK�IHZHU�WKDQ����HPSOR\HHV³JHQHUDWH
FRQWLQXH�WR�SOD\ PRVW�RI�WKH�QHZ�MREV��1HW�QHZ�MRE�FUHDWLRQ�ZLOO�FRQWLQXH�WR�EH
D�GRPLQDQW�UROH WKH�UHVXOW�RI�´FKXUQLQJµ³WKDW�LV��VPDOO�ILUP�ELUWK�DQG�GHDWK�UDWHV
LQ�MRE�FUHDWLRQ�� ZLOO�FRQWLQXH�WR�EH�KLJK��ZLWK�JDLQV�H[SUHVVHG�LQ�QHW�QHZ�ELUWKV�

1HZ�IHGHUDO�GDWD�VRXUFHV�KDYH�SURYLGHG�PXFK�PRUH�UHOLDEOH
LQIRUPDWLRQ�WKDQ�KDV�HYHU�EHIRUH�EHHQ�DYDLODEOH�DERXW�VPDOO�ILUP
MRE�FUHDWLRQ��%HWZHHQ������DQG�������VPDOO�ILUPV�FUHDWHG�DERXW
���SHUFHQW�RI�WKH�QHW�QHZ�MREV��,I�DQ\WKLQJ��WKH�PHJD�PHUJHUV³
DQG�WKH�DVVRFLDWHG�GRZQVL]LQJ�GXULQJ�WKH�SDVW�IHZ�\HDUV³KDYH
UDLVHG�WKLV�VPDOO�EXVLQHVV�MRE�FUHDWLRQ�VKDUH�

1HZ�UDSLGO\�JURZLQJ�ILUPV³WKH�VR�FDOOHG�´JD]HOOHVµ³DSSHDU�WR
KDYH�LQFUHDVHG�WKHLU�VKDUH�RI�QHZ�MRE�FUHDWLRQ�RYHU�WKH�SDVW�IHZ
\HDUV��:KHWKHU�WKLV�ZLOO�FKDQJH�GXULQJ�WKH�QH[W�IHZ�\HDUV�GHSHQGV
XSRQ�WKH�DYDLODELOLW\�RI�FDSLWDO�DQG�WKH�JHQHUDO�VWDWH�RI�WKH
HFRQRP\��,W�LV�OLNHO\�WKDW�VPDOO�ILUPV�ZLOO�QHHG�WR�JURZ�IDVWHU�DQG
JHQHUDWH�PRUH�MREV�LQ�WKH�IXWXUH�LQ�RUGHU�WR�VXUYLYH��0DQ\�RI
WKHVH�FKDQJHV�DUH�EHLQJ�GULYHQ�E\�WHFKQRORJ\�DQG�WHFKQLFDO
FKDQJHV�WKDW�KDYH�WKH�SRWHQWLDO�WR�HQODUJH�PDUNHWV�

,QVLJKW���� 7UDGLWLRQDOO\��VPDOO�EXVLQHVVHV�KDYH�FRQWULEXWHG�PRUH�WKDQ
6PDOO�IL UPV WKHLU�VKDUH�WR�LQQRYDWLRQ�DQG�WHFKQRORJLFDO�DGYDQFHV��0RUH
ZLOO�FRQWLQXH LPSRUWDQW��WKH\�KDYH�RIWHQ�SOD\HG�D�XQLTXH�UROH�QRW�RQO\�LQ
WR�FRQWULEXWH GHYHORSLQJ�WHFKQRORJLHV��EXW�DOVR�LQ�GHYHORSLQJ�DQG�H[SORLWLQJ
WR�LQQRYDWLRQ XQUHDOL]HG�PDUNHW�RSSRUWXQLWLHV�IRU�WKRVH�WHFKQRORJLHV��$QG�
DQG�WHFKQRORJ\�� E\�FRPELQLQJ�QHZ�WHFKQRORJ\�DQG�QHZ�PDUNHW�GHYHORSPHQW�
EXW�ZLWK�GLIILFXOW\� LQLWLDWLYHV��WKH\�OD\�WKH�JURXQGZRUN�IRU�QHZ�LQGXVWULHV�

$SSOH��0LFURVRIW��,QWHO³VPDOO�ILUPV�LQ�WKH�����V�DQG�����V³
DQG�D�VPDOO�QXPEHU�RI�RWKHU�ILUPV�GHYHORSHG�PLFUR�FRPSXWHU
WHFKQRORJ\�DQG�LGHQWLILHG�DQ�XQPHW�PDUNHW�QHHG�IRU�WKH�SHUVRQDO
FRPSXWHU��7KH�UHVXOW�ZDV�D�ZKROH�QHZ�LQGXVWU\��WKH�PLFUR�
FRPSXWHU�LQGXVWU\��ZKLFK�LQ�WXUQ�VSDZQHG�QXPHURXV�RWKHU�QHZ
VRIWZDUH�DQG�LQIRUPDWLRQ�WHFKQRORJ\�VHFWRUV��7KH�PRGHVW�OHYHO³
LQ�UHODWLYH�WHUPV³RI�VPDOO�EXVLQHVV�VDOHV�DQG�SURILWV�EHOLHV�WKH
LPSRUWDQFH�RI�WKHLU�IXQFWLRQ�LQ�GHYHORSLQJ�HQWLUH�QHZ�LQGXVWULHV�
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DORQJ�ZLWK�WKH�MREV�WKH�QHZ�LQGXVWULHV�FUHDWH��%HWZHHQ������DQG
������VPDOO�ILUPV�ZLWK�IHZHU�WKDQ�����HPSOR\HHV�FUHDWHG���
SHUFHQW�RI�WKH�QHW�QHZ�MREV�LQ�LQIRUPDWLRQ�WHFKQRORJ\�VHFWRUV�

:KLOH�VPDOO�ILUPV�DQG�HQWUHSUHQHXUV�ZLOO�FRQWLQXH�WR�FRQWULEXWH
WR�LQQRYDWLRQ�DQG�WHFKQRORJLFDO�DGYDQFHV��WKH�GLIILFXOWLHV�WKDW
H[LVW�WRGD\�ZLOO�FRQWLQXH��6HYHUDO�RI�WKH�GLIILFXOWLHV�UHODWH�WR
JRYHUQPHQW�WD[DWLRQ�DQG�UHJXODWLRQ��ZKLFK�FDQ�EH�HVSHFLDOO\
EXUGHQVRPH�IRU�VPDOO�WHFKQRORJ\�EDVHG�ILUPV�DW�WKH�VWDUWXS
VWDJH��,VVXHV�VXFK�DV�ULJKWV�WR�LQWHOOHFWXDO�SURSHUW\�DQG�SURWHFWLRQ
RI�SURSULHWDU\�WHFKQRORJ\�RIWHQ�WURXEOH�VPDOO�EXVLQHVVHV�QHHGLQJ
WR�VDIHJXDUG�QHZ�WHFKQRORJLHV�RQ�WKH�,QWHUQHW��$QG�JDSV�UHPDLQ
LQ�ORQJ�WHUP�HTXLW\�ILQDQFLQJ�

:KLOH�VPDOO�ILUPV�FRQWLQXH�WR�FRQWULEXWH�WR�LQQRYDWLRQ�WKURXJK�D
IHZ�IHGHUDO�SURJUDPV��VXFK�DV�WKH�6%,5�SURJUDP��WKHUH�LV
FRQWLQXDO�QHHG�WR�NHHS�MXVWLI\LQJ�VXFK�SURJUDPV��GHVSLWH������
SHUFHQW�FRPPHUFLDOL]DWLRQ�UDWHV�DQG�PDQ\�VXSSRUWLYH�VWXGLHV��,Q
DGGLWLRQ��IHGHUDO�ODEV�DQG�XQLYHUVLWLHV�FRQWLQXH�WR�FKDOOHQJH�VPDOO
ILUPV�IRU�VFDUFH�UHVHDUFK�GROODUV�

,QVLJKW���� 7KH�PLFUR�HQWHUSULVH�PRYHPHQW�LV�EDVHG�RQ�WKH�SUHPLVH�WKDW�DOO
7KH�PLFUR� FLWL]HQV�VKRXOG�KDYH�RSSRUWXQLWLHV�IRU�VPDOO�EXVLQHVV
EXVLQHVV�PRYH� RZQHUVKLS��0LFUR�EXVLQHVV�SURJUDPV�SURYLGH�YHU\�VPDOO�ORDQV�
PHQW�S URYLGHV EXQGOHG�ZLWK�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH��WR�PDNH�WKH
HFRQRPLF GUHDP�RI�VHOI�HPSOR\PHQW�DQG�VPDOO�EXVLQHVV�RZQHUVKLS
HPSRZHUPHQW SRVVLEOH�IRU�SHRSOH�ZLWK�VRFLDO�DQG�HFRQRPLF�GLVDGYDQWDJHV�

,Q�������PLFUR�EXVLQHVV�SURJUDPV�ZHUH�EURXJKW�WR�WKH�8QLWHG
6WDWHV��7KH�SURJUDPV�W\SLFDOO\�WDUJHW�KLVWRULFDOO\�XQGHUXWLOL]HG�DQG
GHSUHVVHG�DUHDV��6LQFH�������PRUH�WKDQ�����VXFK�SURJUDPV�KDYH
EHHQ�HVWDEOLVKHG��SULPDULO\�DW�WKH�VWDWH�DQG�ORFDO�OHYHO��7KH
VXFFHVV�RI�WKHVH�SURJUDPV�LV�PHDVXUHG�QRW�RQO\�LQ�WHUPV�RI�WKH
LQFRPH�JHQHUDWHG�DQG�MREV�FUHDWHG��EXW�LQ�WKH�IDFW�WKDW�WKHLU
SDUWLFLSDQWV�MRLQ�WKH�UDQNV�RI�WKH�VHOI�HPSOR\HG�DQG�MRE
SURYLGHUV��0DQ\�IRUPHU�ZHOIDUH�UHFLSLHQWV�DUH�WKH�EHQHILFLDULHV�RI
PLFUR�HQWHUSULVH�SURJUDPV�

6%$·V�PLFUR�OHQGLQJ�SURJUDPV��ZKLFK�FRPELQH�IHGHUDO�UHVRXUFHV
ZLWK�WKRVH�RI�QRQSURILW�PLFUR�OHQGHUV�DQG�ORFDO�XQLYHUVLWLHV��KDYH
DOVR�EHHQ�D�VXFFHVV�RYHU�WKH�ODVW�VHYHUDO�\HDUV��7KRXVDQGV�RI�QHZ
ILUPV�KDYH�EHHQ�FUHDWHG��DQG�WKH�UHSD\PHQW�UHFRUG�IRU�ERWK
PLFUR�ORDQV��ORDQV�XQGHU�����������DQG�PLQL�ORDQV��ORDQV�XQGHU
���������KDV�EHHQ�VDWLVIDFWRU\�

6LQFH�WKH������:KLWH�+RXVH�&RQIHUHQFH�RQ�6PDOO�%XVLQHVV��PRUH
WKDQ���PLOOLRQ�FLWL]HQV�KDYH�EHHQ�UHPRYHG�IURP�WKH�ZHOIDUH�UROOV
DQG�UHWXUQHG�WR�WKH�SURGXFWLYH�ODERU�IRUFH��6PDOO�ILUPV�DQG
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PLFUR�OHQGLQJ�SURJUDPV��E\�RIIHULQJ�ZHOIDUH�UHFLSLHQWV
DOWHUQDWLYHV��KDYH�SOD\HG�D�PDMRU�UROH�LQ�WKLV�SURFHVV��2QH
DGGLWLRQDO�WRRO�WKDW�VPDOO�ILUPV�QHHG�LQ�WKLV�SURFHVV�LV�DFFHVV�WR
PRUH�DIIRUGDEOH��ORZ�FRVW�WUDLQLQJ�SURJUDPV�

6HYHUDO�SDUWLFLSDQWV�LQ�WKH�:KLWH�+RXVH�&RQIHUHQFH�RQ�6PDOO
%XVLQHVV�IRFXV�JURXS�VDLG�WKDW�WKH�JRYHUQPHQW�ZLOO�VRRQ�KDYH�WR
GHDO�ZLWK�D�QHZ�PLFUR�EXVLQHVV�PRYHPHQW�LQ�WKH�IRUP�RI�WKH
IDVW�GHYHORSLQJ�KRPH�EDVHG�EXVLQHVV�VHFWRU��7HFKQRORJ\�DQG�WKH
,QWHUQHW�DUH�DFFHOHUDWLQJ�WKH�JURZWK�RI�WKLV�VHFWRU��ZKLOH
JRYHUQPHQW�DW�DOO�OHYHOV�LV�WUDLOLQJ�EHKLQG�WKH�WUHQG��/RFDO
JRYHUQPHQWV�RIWHQ�WU\�WR�OLPLW�WKH�LQHYLWDEOH�JURZWK�RI�KRPH�
EDVHG�EXVLQHVVHV�WKURXJK�]RQLQJ�UHJXODWLRQV��WKH�IHGHUDO
JRYHUQPHQW�GRHV�WKH�VDPH�E\�OLPLWLQJ�WKH�GHGXFWLELOLW\�RI�YDOLG
EXVLQHVV�H[SHQVHV��$W�WKH�IHGHUDO�OHYHO��DW�OHDVW��KHDOWK�FDUH
GHGXFWLELOLW\�IRU�WKH�VHOI�HPSOR\HG�LV�LQFUHDVLQJ�

,QVLJKW���� (QWUHSUHQHXUVKLS�DQG�VPDOO�EXVLQHVV�RZQHUVKLS�ZLOO�FRQWLQXH
<RXWK�HQWUHSUHQHXU� WR�KDYH�WKH�SRZHU�WR�H[FLWH�DQG�PRWLYDWH�\RXQJ�SHRSOH�
VKLS�UHS UHVHQWV�RX U LQFOXGLQJ�PRUH�DQG�PRUH�QHZ�FROOHJH�JUDGXDWHV��7KH
KRSH�IR U�WKH�IXWX UH IXQGDPHQWDO�FKDQJHV�WKDW�KDYH�EHHQ�RFFXUULQJ�LQ�WKH

HFRQRP\³IRU�H[DPSOH��LQFUHDVLQJ�LQGHSHQGHQFH�DV�ZHOO�DV
FRQQHFWLYLW\�EHFDXVH�RI�WKH�,QWHUQHW��RWKHU�WHFKQRORJLFDO�FKDQJHV�
EHWWHU�PDUNHWLQJ�RI�JRYHUQPHQW�SURJUDPV��WKH�ODFN�RI�VHFXULW\�LQ
ODUJHU�ILUPV��DQG�QHZ�ZHDOWK�LQ�WKH�HTXLW\�PDUNHWV³DUH
HQFRXUDJLQJ�PRUH�\RXQJ�SHRSOH��VR�FDOOHG�JHQHUDWLRQ�;·HUV��WR
SXUVXH�HQWUHSUHQHXUVKLS�

&RQFOXVLRQ

7KH�G\QDPLF�8�6��HFRQRP\�LV�UHIOHFWHG�LQ�LWV�VPDOO�EXVLQHVV
VHFWRU��6PDOO�ILUPV�FRQWLQXDOO\�VWDUW�XS��H[SDQG��DQG�FORVH�DW�UDSLG
UDWHV�LQ�WKH�8QLWHG�6WDWHV��7KLV�SKHQRPHQRQ�DOORZV�QHZ�LGHDV
DQG�SURFHVVHV�LQWR�WKH�HFRQRP\��HYHQ�DV�XQSURGXFWLYH�LGHDV�DQG
SURFHVVHV�GLVDSSHDU��5HYROXWLRQV�RFFXU�DW�WKH�ILUP�OHYHO��6WDELOLW\
RU�F\FOLFDO�JURZWK�FKDUDFWHUL]HV�WKH�PDFURHFRQRPLF�OHYHO�

6WDUWLQJ�VPDOO�KDV�VHYHUDO�DGYDQWDJHV��D�PLQLPXP�DPRXQW�RI
FDSLWDO�LV�UHTXLUHG��DQG�HQWUHSUHQHXUV�KDYH�WKH�RSSRUWXQLW\�WR
OHDUQ³DQG�LQQRYDWH³ZKLOH�WKH�VWDNHV�DUH�UHODWLYHO\�VPDOO��2QH
RI�WKH�JUHDW�VWUHQJWKV�RI�WKH�$PHULFDQ�V\VWHP³UDUH�WRGD\�LQ�WKH
JOREDO�HFRQRP\³LV�WKH�EDQNUXSWF\�SURWHFWLRQ�WKDW�DOORZV
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On the following pages is a version of a pre-
sentation that has proven to be very popular
with small business organizations around the
country since its first publication in 1995
during the White House Conference on Small
Business.

Entitled Small Business in the Year 2005
and Beyond: The Economic and Demographic

Trends, it represents a distillation by the Small
Business Administration’s Office of Advocacy
of statistical findings and research from a wide
variety of sources. The presentation gives a
wide-ranging look at the most important
trends that will affect small business over the
coming decade.
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• The Internal Revenue Service estimates that there were
24.8 million non-farm business tax returns filed in 1998.

• About 5.5 million of these business returns represented
employer businesses. More than 99 percent of them were
small companies with fewer than 500 employees.

• The number of tax returns has increased steadily over the
last decade, with a decline in only one year. This trend is
expected to continue.

Business Tax Returns, 1982–1998 
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Source:  Office of Advocacy, U.S. Small Business Administration, from data provided by the 
Internal Revenue Service and Bureau of Census, Statistics of U.S. Business.
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• The number of employer businesses has increased by about
50 percent over the last two decades.

• The number of employer firms is expected to be nearly 6.6
million by 2000.

Employer Firms, 1980–2005
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Self-Employment, 1966–2006
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• Employment declines in farming and manufacturing
industries are expected to continue to free more individuals
to pursue entrepreneurial activity.

• Entrepreneurship is also expected to grow because of con-
tinued corporate “right sizing” and mergers among large
organizations.
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• The climate for new employer business formation has con-
tinued to improve. 

• Almost 800,000 new employer firms are expected to be
added by 2005. (This excludes secondary locations of pre-
existing businesses.)
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• The number of “primary self-employed” individuals — that
is, those whose main source of income was through self-
employment — is expected to be 11.6 million in 2005.
About 4.7 million of these individuals will be women.

• Women’s share of self-employment is expected to be about
equal to that of men by 2005.

• Men are still more likely to be self-employed than women.

Share of Self-Employment by Gender, 1963–2005

Source: Office of Advocacy, U.S. Small Business Administration, from data provided by the Bureau of Labor Statistics.
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• Business bankruptcies dropped from around 80,000 in
1986 to about 44,000 in 1998.

• The figures for 1998 marked a low in the number of busi-
ness bankruptcies over the last dozen years.

• Bankruptcies increased only slightly during the last reces-
sion (1990–1992)

Business Bankruptcies, 1986–1998
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• Almost one-third of firms belonging to small business
associations had job openings in 1998 that they were
unable to fill.

• One result of the continuing low unemployment rate is
the highest percentage of businesses unable to fill current
openings over the last decade.

• Only 15 percent of businesses had openings that they
could not fill in 1991; this figure had nearly doubled by
1997.

Labor Shortage, 1988–1998
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• The unemployment rate continues to fall. The 1998 rate
of 4.5 percent is a full percentage point lower than the 5.5
percent posted a decade earlier.

• The 1998 unemployment rate is the lowest rate posted
since 1969, when it was 3.5 percent.

• Economic conditions continue to portend a healthy
economy, as the unemployment rate stays historically low.

Unemployment Rate, 1988–2005
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• Similar to farming, as manufacturing productivity
increased, employment in the manufacturing sector
declined. Services picked up the employment slack with
such thriving industries as health care and computers.

• The gap between employment in the manufacturing and
service sectors is growing, and is expected to continue to
increase over the next decade.

• By 2010, the relative shares of employment in the man-
ufacturing and service sectors are expected to be just
about the opposite of their 1950 levels.

Source: Office of Advocacy, U.S. Small Business Administration, from data provided by the Bureau of Labor 
Statistics and projections from Bureau of Economic Analysis. 
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• The share of U.S. employment represented by the Fortune
500 Industrials continues to decline.

• In 1996, the Fortune 500 Industrials share of U.S. employ-
ment was nearly half of what it was 30 years ago.
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Share of Net New Jobs by Employment
Size of Firm, 1990–1995

Source: Office of Advocacy, U.S. Small Business Administration, from data provided by the 
U.S. Department of Commerce, Bureau of the Census.
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• Small businesses have historically been the generators of the
bulk of net new jobs in the U.S. economy. This is expected to
continue into the future as new firms start small and grow.
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• While the population of the United States will continue to
increase in the future, it will increase at a much lower rate.

• The rate of population growth declined, decade by decade,
from 1950 onward, except during the 1990–1995 period.

U.S. Population Growth, 1950–2010

Source: Office of Advocacy, U.S. Small Business Administration, from data provided by the Bureau of Economic
Analysis. 
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• Rather than decline steadily (as population growth rates
did) the labor force growth rate increased from 1950 to
1980, before beginning to decline in the 1980s.

• The driving forces of the continued increase were the
“baby boom” children entering the labor force and increased
participation in the labor force by women.

• The growth rate of the U.S. labor force is expected to
remain steady through 2005 — at about 1.3 percent — dri-
ven by the growth of the minority work force and the
declining birth rate experienced during the 1970s.

U.S. Labor Force Growth, 1950–2005

Source: Office of Advocacy, U.S. Small Business Administration from data provided by the
Bureau of Labor Statistics.
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• The average age of a worker will increase from 35.9 years
in 1988 to 40.7 years in 2008.

• The number of workers aged 45–64 is expected to
increase by over 30 million, or about two-thirds, from
1988 to 2008.

Labor Force by Age Group, 1988 and 2008

Source: Office of Advocacy, U.S. Small Business Administration, from data provided by the Bureau of Labor
Statistics.
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• The 65-and-over age group has continued to increase its
share of the U.S population. This increase is expected in
continue well into the next century.

• The 45–64 age group (not specifically shown in this
chart) increased its share dramatically between 1980 and
1990.

• The share of the youngest group — those under 18 years
of age — has fallen over the last several decades and is
expected to remain relatively constant over the next two
decades.

Population by Age, 1970–2010

Source: Office of Advocacy, U.S. Small Business Administration, from data provided by
the Bureau of Economic Analysis.
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• Women and minorities will be driving the net growth in
the labor force over this time period.

• Women will represent about half of the entrants into the
labor force during 1998–2008, and only 44 percent of
those exiting.

• Hispanics will represent 16 percent of labor force entrants
and just 6 percent of those exiting. 

• White men will represent about a third of the entrants
while representing nearly 40 percent of those exiting.

Labor Force Change, 1998–2008
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Bureau of Labor Statistics.
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• Given current budget forecasts, the U.S. federal govern-
ment surplus is expected to continue to grow into the begin-
ning of the next century. (The calculations include the Social
Security surplus.)

• While the federal government’s budget surplus is expected
to continue to grow into the 21st century, it will take awhile
to recover from the deficit levels of the early 1990s.

Government Deficit/Surplus, 1990–2004
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• Employment in the information technology sector is expected to
increase by about a third from 1996 to 2006.

• Most of these increases are expected to be in occupations for which a
high degree of skill or training is necessary.

• Based upon historical data collected by the Bureau of the Census,
approximately two-thirds of new jobs in this sector are expected to
come from companies with fewer than 500 employees
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