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Key Points

e Women-owned and managed businesses have grown
substantially in economic importance during the last 20
years yet still represent a relatively small share of
establishments, sales, and employment.

e Communities may not be taking full advantage of their
women-owned businesses as a source of economic growth
and development.

e Access to capital, education, networks, and work-life
balance appear to be key issues for women business owners.

o Policies and strategies that support start-up and growth
opportunities for women-owned businesses include:

o Organizing networks both inclusive of and specifically for women
business owners. Connecting women with bankers, venture
capitalists, and others in small business finance may be especially
productive.

o Continuing to encourage women in STEM in order to increase their
business prospects across all sectors of the economy, including
high-performing industries where women are especially
underrepresented.

o Facilitating work-life balance for men and women by ensuring
available and quality childcare as well as promoting workplace
policies such as paid family leave and flexible work schedules.



Where are Wisconsin’s Women Business Leaders?

Introduction

The surge of women entrepreneurs in
recent decades, alongside the increasing
number of women in management
positions, has changed the gender
composition of business leaders in the
U.S. Women-led businesses have grown
in number, market presence, and
economic importance. Nationally, the
number of women-owned firms
increased by 50% between 2002 and 2007
based on data from the U.S. Census
Survey of Business Owners (U.S.
Department of Commerce 2010). In
Wisconsin, the number of women-owned
or managed businesses more than tripled
between 1990 and 2011. As of 2011, women
owned or managed over 80,000 businesses,
employed over 550,000 workers, and
earned $45 B in sales.

Despite recent growth, women remain
underrepresented among business owners.
Women comprise roughly half of the labor
force and earn the majority of college
degrees, but own less than one-third of
businesses in the U.S. Women appear to be
even further behind in Wisconsin, owning
or managing just 19% of establishments
based on estimates from the National
Establishment Times Series (NETS) as
shown in Figure 1 (see Conroy and Deller
(2015) for more details). Women-owned
businesses in Wisconsin are also smaller
than peer businesses as measured by sales
and employment. On average, women-
owned businesses earn sales or revenue
half to two-thirds of their counterparts and
have roughly one less employee per
establishment.

While it may be that women-owned
businesses are smaller and fewer at least

Figure : Woman-owned or Managed
Establishments in Wisconsin, as a Share of
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partly by choice, there is evidence that
women face barriers to entry and growth.
If women do face undue obstacles that
prevent their businesses from reaching
optimal performance, the cost is born not
just by women but by the whole economy.
Underutilizing women entrepreneurs
ultimately results in fewer jobs, lost
income, and fewer products and services
on the market. As stated in a report from
the Ewing Marion Kauffman Foundation,
“Women capable of starting growth
companies may well be our greatest
underutilized economic resource”
(Mitchell 2011, p. 2).

Supporting women business-leaders could
prove to be part of a successful economic
development strategy given how valuable
women are to their organizations and
communities. As reported by their peers,
women are more effective than men in
leadership positions (Paustian-Underhaul
et al. 2014). Having a woman chief financial
officer (CFO) and a gender-diverse board
of executive coincides with more honest
financial decision-making (Gilbloom 2015).



Businesses with women on their

Figure 2: Share of Women-Owned or Managed Establishments, 2011

Source: Authors’ calculations using the National Establishment Time Series.

boards tend to outperform peer
companies with all male boards as
measured by share price
performance (Credit Suisse
Research Institute 2012) and return
on sales (Catalyst 2011). Further,
companies with more gender
diversity have more customers,
increased sales revenue, and greater
profits (Herring 2009).

In addition to having a valuable
role within organizations, women
business owners can also play a
valuable role within their communities.
Between 1997 and 2007, privately held
women-owned businesses added 500,000
jobs whereas other privately held
businesses lost over 2 million jobs
combined (U.S. Dept. of Commerce 2010).
Even during an economic downturn
women-owned firms are important, as they
are less likely than firms owned by men to
lay off workers (Matsa and Miller 2014).
The growth of women-owned businesses
and their employment performance during
a period when other private businesses
were losing jobs demonstrates the value of
women-owned business for their
communities in terms of job retention.

Wisconsin can potentially encourage its
would-be women entrepreneurs through
thoughtful policies. At a minimum, policies
aimed at equitably enhancing
entrepreneurship should be informed of
gender differences. In this policy brief, we
outline some of those differences and
consider potential policy options. A recent
publication by Conroy and Deller (2015)
describes women-owned business in
Wisconsin. Here we consider the
motivation behind a woman’s decision to
start a new business and the factors that
may lead to different outcomes for women-
owned businesses. The analysis draws on
extant research that identifies the owner,
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firm, and regional characteristics that
explain differences in business outcomes,
as well as the constraints that women may
face as entrepreneurs and business owners.
In the final section we consider several
relevant policy options.



Business Ownership and
Performance

By some measures women have made
great strides in the labor force, but
there is still space for more progress. To
demonstrate this point, women made
up more than a third of U.S. managers
as of 2007 (Dezs6 and Ross 2012) but
just 4.8% of CEOs in Fortune 500
companies as of 2015 (Catalyst 2015).
Women comprise roughly half of the
labor force, but remain a minority in
science and engineering fields
(National Girls Collaborative Project,
based on 2014 data). Women now earn
the majority of advanced degrees
(Perry 2013), yet men secure patents at
more than twice the rate of women in
the life sciences (Ding et al. 2006).
Women are recognized as capable
leaders in peer evaluations, but less so
in self-evaluations (Paustian-Underhaul et
al. 2014).

Women own more businesses than ever
before, but women-owned businesses are
still outnumbered and outperformed by
businesses with other forms of leadership
(i.e. male-owned or co-ed partnership) as
measured by sales and employment.
Women made great strides to close the
gender gap in business ownership and
performance in the 1990s, outpacing the
growth of other establishments across
many metrics. Since 2000, however, it
appears that the growth of women-owned
businesses has stalled. In this section, we
consider how women-owned businesses
differ from other businesses in number,
growth, performance, and industry.

Number

In Wisconsin, there were approximately
80,000 women-owned or managed (WOM)
businesses in 2011, but they were out-
numbered by other forms of leadership
nearly 4:1. In the 1990s in Wisconsin, it

Figure 3: Average Sales In Wisconsin Establishments
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appeared that women-owned businesses
would eventually reach balanced numbers
growing by 110% between 1990 and 2000,
while the number of all other businesses
grew by just 21%. In the following decade,
however, the growth of WOM businesses
slowed and the gender gap persisted.
Between 2000 and 2010, the number of
WOM businesses grew 59% and the
number of all other businesses grew by
66%, resulting in little change in the gender
gap during the most recent decade.

Performance

In Wisconsin, average sales earned by
women-owned businesses have
consistently been a fraction of sales earned
in non-WOM establishments. On average,
WOM establishments in Wisconsin earned
just over $500,000 in sales and non-WOM
establishments earned $900,000. The
gender difference in average sales in
Wisconsin mimics the national trend.
Across the country, average sales/receipts
in women-owned businesses are only one-
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fourth of that for men-owned businesses
(U.S. Department of Commerce 2010).

Sales growth in women-owned businesses
outpaced that of non-WOM businesses in
the 1990s, narrowing the gender gap. For
women-owned businesses within
Wisconsin, sales increased nearly 160% of
between 1990 and 2000 when sales earned
by non-WOM establishments increased
just 48%. Women-owned sales growth in
Wisconsin, however, is still relatively low.
The American Express OPEN State of
Women-Owned Businesses Report ranks
states by women-owned firm and sales
growth from 1997 to 2011. Wisconsin ranked
39™ in sales growth, relatively low
along31de nelghborlng states. Minnesota
ranked 35 in sales growth and Iowa
ranked 51°.

Just as women-owned businesses earn less,
they also employ fewer workers. In 2011,
women-owned or managed establishments
in Wisconsin employed seven people on
average, including the owner or managers
whereas non women-owned businesses

Figure 4: Average Employment Per Establishment
in Wisconsin

®Woman-Owned or Managed Establishments

B Non Woman-Owned or Managed Establishments

00\ i o"7 ob‘ ey o o'\ 5*’

o
R
m w°

o

employed just over eight people. In
general, average business size has been
decreasing, particularly for non-WOM
establishments, causing the gender gap
within the state to narrow during the last
decade. The employment growth trend for
women-owned or managed establishments
in Wisconsin is similar to that of
establishments and sales, growing rapidly
in the 1990s and slowing in the 2000s.
Employment in women-owned businesses
increased 82% from 1990 to 2000 but just
4% between 2000 and 2010. Non-woman
owned or managed establishments grew
much slower, just 19% between 1990 and
2000. From 2000 to 2010, employment in
non-woman owned establishments
actually decreased by 3%.

Industry The differences in sales and
employment performance are largely
explained by the industrial concentration
of men and women—men tend to be in
capital-intensive industries that feature
large firms whereas women tend to be in
industries where businesses have few
employees and lower revenue (Coleman
and Robb 2012). Nationally, women tend to
own businesses in service sectors such as
health care, education, and retail whereas
men tend to own businesses in
manufacturing and construction (U.S.
Department of Commerce 2010). Conroy
and Deller (2015) show that the same is true
for Wisconsin: women are concentrated in
Healthcare, Education, and other services.
Simply by implication of their chosen
industry, women business owners may
earn lower sales and employ fewer
workers. Yet even within these sectors that
already feature lower average sales and
employment, women-owned businesses
are still smaller than their counterparts
U.S. Department of Commerce 2010).

—~~



The Role of Gender

The socio-economic characteristics of
men and women business owners are
quite similar (U.S. Department of
Commerce 2010). Compared to non-
self-employed, self-employed men
and women are older, more likely to
be married, and less likely to have
children at home (Ibid.). Rather than
characteristic differences between
men and women, differences in their
behavior may be key to
understanding the different outcomes

Figure 5: Share of Woman-Owned Establishments in
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policy alternatives for those
communities intending to equitably
enhance entrepreneurship.

First, though women business owners are
not clearly more or less educated than self-
employed men, they make different
choices when selecting college majors and
other post-secondary education. As the
industrial concentrations of women-owned
business implies (Figure 2), women are
more likely to have education and
professional experience that prepares them
for work in the education health care,
retail, and several other service industries
(U.S. Department of Commerce 2010).
Businesses in these industries tend to be
smaller in terms of sales and employment;
hence education choices are likely linked
to performance.

Women, in some cases, have different
motivations and expectations for their
businesses. Men are more likely than
women to report that they started a
business to have a primary source of
income, whereas women more likely say

they started their business as a secondary
source of income. (Fairlie 2009). Women
are twice as likely as men to report that
they started a business to meet family
responsibilities (Ibid.). When asked about
their reasons for starting businesses,
women are more likely to cite reasons
related to work-life balance (Boden 1999).
Given that women are not always
motivated by pecuniary goals and instead
have strong family-related motivations for
their business, it is not surprising that some
women have lower expectation for sales
and employment growth in their
businesses.

More successful firms tend to have owners
who work more hours (Coleman and Robb
2009). Due to the demands of unpaid work
in their households, it is also likely that
women have fewer hours available to work
in their businesses. Indeed, on average self-
employed women do work fewer hours
than self-employed men in addition to
earning less per hour, perhaps reflecting
the fact that women still spend more time



providing childcare, eldercare, spousal
care, and household care than their male
counterparts (Curley-Galvez et al. 2009,
U.S. Department of Commerce 2010).
Further, Conroy and Weiler (forthcoming)
find that places with more children per
adult have a lower propensity for both
women-owned business and men-owned
business.

Data, however, contradict the notion that
women are “lifestyle business owners”
(American Express 2011). The State of
Women-Owned Business Report by
American Express shows that women-
owned businesses keep pace with average
employment and revenue growth in male-
owned firms up to the 100-employee or $1
M sales threshold, but then women-owned
firms often stop growing whereas male-
owned business continue on their growth
path. This suggests a critical point where
women-owned businesses might be
meeting a constraint that impedes
performance (American Express, 2011).
This result combined with the family
obligations women identify in other
studies suggest that broad generalizations
about women owned businesses can lead
to incorrect perceptions and distort policy
options. Some women business owners
seem to be driven by profit and growth
while others prioritize childcare and
household income stability.

Networks

Networks are fundamental to the
entrepreneurial process to the extent that
they provide valuable information and
facilitate startup and growth.

Entrepreneurs with more information
about the success (and failure) of past
ventures have an advantage over other less
informed entrepreneurs (Bunten et al.
2015). Potentially, they have knowledge
about suppliers, market niches, access to
capital, and prime locations, for example,
all of which benefit their venture.
Entrepreneurs thus benefit from the
experience of their role models such as
self-employed parents or peers in their
professional network. Such social
networks, both personal and professional,
can be critical at each stage of business
development, but particularly in
identifying opportunities and procuring
necessary resources (Stuart and Sorenson,
2005).

Restricted access to important information
networks may represent a significant
barrier for women in both the competitive
and entrepreneurial labor market (Weiler
and Bernasek 2001) as women are likely
less networked than their counterparts.
Simply by the numbers, there are fewer
women business leaders and hence a
limited number of role models for the next
generation of woman entrepreneurs. The
legacy of male dominated professional
associations may also limit women’s access
to such networks. Fewer role models,
fewer women-owned businesses, as well as
smaller and fewer professional networks,
result in less market information available
to incoming women entrepreneurs. The
market is thus especially uncertain for
women, which exacerbates the
disadvantage of their less-networked
position (Minniti 2005).



The relatively weak networks for women
may have broader consequences. If women
are less networked, they derive a smaller
benefit from what economists call
agglomeration. As a result, women may
choose to locate further from agglomerated
areas leading to the spatial segregation of
men- and women-owned businesses
(Rosenthal and Strange 2012). Indeed
women-owned businesses are segregated,
often to the degree of black-white
residential segregation (Ibid.).

Capital

There is evidence that women-owned firms
suffer from undercapitalization at all stages
leading to underperformance in
comparison to their male counterparts
(Carter 2001). The systematic disadvantage
facing women with respect to financing
may be preventing them from realizing
their full entrepreneurial potential. Firms
that start with more capital tend to have
higher asset levels, revenues, and
employment (Fairlie 2009). Women are far
less likely to use external financing (e.g.,
banks) and those that do tend to use less.
The chronically weak capital position of
women-owned firms at start-up and
throughout later growth stages helps
explain why their outcomes are
systematically lower than male firms (U.S.
Department of Commerce 2010).

Financing strategies depend on the size,
industry, and growth pattern of firms. As
previously described, women-owned firms
are smaller on average. Typically, small
firms are less likely to use bank loans for
start-up capital and are too small to attract
external equity capital (Coleman 2012).
These firms are commonly capitalized
through internal sources. Indeed, women
are more likely than men to use personal
or family savings, wealth, and credit for
start-up capital or simply start up without
financing (SBA). Entrepreneurs that
bootstrap with high-risk or costly financing

Agglomeration economies are said to
exist when a critical mass of business or
economic activities co-locate and by co-
locating each activity benefits. This
could be stronger access to specialized
labor or input suppliers. One could
think of these as positive externalities of
co-location. In the simplest sense, firms
located in urban areas have better access
to specialized services than firms located
in more isolated areas.

such as personal credit cards tend to be
more vulnerable to unpredictable cash
flows and less likely to invest in an
expansion or research and development
ultimately resulting in a less competitive
venture.

In addition to size, the industry in which
entrepreneurs start their businesses is tied
to their financing strategy. The industries
with more women-owned businesses tend
to consist of small firms with few assets
that could be used as collateral for loans
(Coleman and Robb 2012). They also have
limited growth potential making them less
attractive candidates for equity financing
(Ibid.). However, men-owned firms, which
are concentrated in manufacturing,
construction, and transportation, tend to
be larger and more growth-oriented. They
are more likely have assets such as
vehicles, equipment, and buildings that
can be used as collateral for loans and the
growth potential that attracts external
equity financing.

Women’s accrual of financial capital may
be especially limited, at least in part, by
implication of their gender (Carter 2001).
Women generally earn less and
accumulate less savings putting them at a
disadvantage to finance their businesses
through personal wealth (Marlow 2005).
Compounded with the fact that women



business owners are concentrated in low
capital industries, they may not have
collateral required to secure a loan (Carter
2001, Cavalluzzo 2005). Their financial
situations may also be made worse by
information disadvantages and potentially
discriminatory lending practices.

Women-owned firms may be more
informationally opaque than men-owned
firms making them less attractive loan
candidates. Women may be less likely to
establish credibility through a personal
bank account or credit history (Marlow
2005). Women-owned businesses also tend
to be concentrated in the industries that
generally require less financing.
Consequently, lenders have far less
information about the market and
performance of comparable businesses. If
it is the case that women-owned firms are
at an information disadvantage, then
lenders may see their business prospects as
more uncertain, making them appear as
risky candidates for financing.

Relationship lending, wherein lenders rely
on “soft information” that comes from near
and personal access to the business owner
and their venture can be an important
mechanism to overcome information
asymmetry. Yet due to their weaker social
and professional networks women may
have limited access to relationship lending.
Rosenthal and Strange (2012) point out that
if women are less networked, the effect is
exaggerated if it impairs relationships with
lenders and limits access to credit. As
evidence of these network disadvantages,
they find that women locate in areas with
less overall business activity, less activity in
their own industry, and less banking
activity. It is then probable that credit
constraints are an obstacle for women
entrepreneurs.

Policy Implications

Already there are a range of
entrepreneurship and small business
development and support programs
offered across Wisconsin. These include
programs offered by the Small Business
Administration, Small Business
Development Centers through the
University of Wisconsin-Extension, a range
of programs offered by the Wisconsin
Technical College System and several
programs offered by the State of Wisconsin
including but not limited to the Wisconsin
Economic Development Corporation. The
challenge is addressing issues specific to
women entrepreneurs, business owners,
and managers within existing educational
and counseling programs. If programs are
designed with the philosophy that one size
fits all, then important economic
development opportunities are missed.
Women business owner support networks,
such as the Wisconsin Women’s Business
Initiative Corporation
(https://www.wwbic.com/) and the
Women’s Council Wisconsin
(http://womenscouncil.wi.gov/), can help
provide services specifically aimed at the
needs of women owned businesses.

Cultural shifts will also continue to shape
women’s situation in the labor market. As
women gain traction in leadership
positions and caretaking roles become
more balanced, there may be ripple effects
in women-owned business. For example,
we might see more women who start a
business as a primary (instead of
secondary) source of income and more
men who cite reasons related to work-life
balance as their motivation for starting
their own business. Such a shift in
preferences would likely narrow the
gender gap in business performance.

Despite currently changing norms there
are still steps communities can take to

10



While the policy options discussed in
this brief are supported by the extant
literature, the research foundation is still
expanding. Quantitative analysis of
entrepreneurship-enhancing policies by
gender is a growing field of study.
Ongoing research efforts will continue
to inform our understanding of men and
women entrepreneurs both nationally
and in Wisconsin as well as identify the
most appropriate policy measures.

support their women business leaders.
Economic development strategies could
play a role in networking, mentoring, and
educating women business owners.
Women business owners can increase their
visibility and enhance their reputation by
connecting with bankers, venture
capitalists, input suppliers, customers, and
other business owners (Hadary 2010). One
way to address the network disadvantages
that women face could be to facilitate
mentorship programs, start-up incubators,
and professional organizations or events
specifically aimed towards women
entrepreneurs. The idea is not to separate
or isolate women entrepreneurs and
business owners from their male
counterparts, but to allow opportunities for
shared learning. This strategy may
actually leverage a comparative strength
for women in building and maintaining
relationships. As women become more
integrated into the local business
community and their access to knowledge
improves, so too might the performance of
their businesses.

Relationships and networks could be
especially important in relation to finance.
As noted, access to capital is one of the
factors that does seem to play a role in the
business performance differentials by
gender. Supporting a network between
women business owners and bankers and
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venture capitalists could prove particularly
effective. Hadary (2010) argues that women
business owners are more likely to receive
funding when they work with other
women and that placing more women in
positions to allocate capital could help with
financing women-owned business. There
is some evidence that women are more risk
averse than men when making financial
decisions, and that women self-ration
credit (Jianakopolis and Bernasek 1998,
Mijid and Bernasek 2013). To the extent
that financial education and stronger
networks increase and improve the
information available to women, and
thereby reduce risk, we might expect
women to pursue external finance more
often.

Educational training overlaps strongly
with industry, and ultimately, with
occupational choice. The trends in
women’s education attainment coupled the
industrial concentrations of women-owned
businesses suggest that policies intended to
foster entrepreneurship should consider
education. Expanding the opportunities
and support for women in diverse fields of
study could, by extension, facilitate the
diversification of women-owned business.
As an example, men and women business
owners are similar in their overall level of
educational attainment, but women may
then be choosing fields of study that are
less conducive to high-growth business
ownership. If these choices are a legacy of
historical gender norms and gendered
socialization beginning early in life, it
would be reasonable to further encourage
women in STEM and other traditionally
male-dominated fields. Women will then
have better access to educational training
that can lead career opportunities, as
employees and entrepreneurs, in high
earning industries.



Work-life policies such as family leave and
access to childcare generally support the
advancement of women in the workplace
(Curley-Galvez et al. 2009). Such policies
also facilitate women’s success in business
ownership. Without access to childcare
families may decide that one
parent/caretaker must wholly or partly give
up their career in order to meet the
demands of raising children. Often it is the
female member of the household who
makes the choice between a career and
having children. Having reliable and
affordable childcare services available,
allows adults with children to choose to
continue to pursue their career
ambitions—either within an organization
or as entrepreneurs.

In summary, some actions for communities
to consider include:

1) Assuring the availability of
affordable and reliable childcare in
the community.

2) Implementing early childhood
development programs.

3) Inviting and encouraging women to
join existing professional networks,
such as those coordinated through
the local Chamber of Commerce,
that connect women with other
business leaders.

4) Forming alocal women’s business
leaders association specifically to
increase the visibility of women
entrepreneurs and foster
professional relationships among
them.

5) Facilitating mentorship between
existing business owners and
women entrepreneurs in the early
stages of business development.

6) Hosting networking events where
women business leaders can
connect with those in the finance
sector.

7) Training bankers and financiers to
screen specifically for promising
women-owned businesses and
identify their finance needs.

8) Providing educational programing
on the availability of start-up
financing such as loans provided or
guaranteed by the government.

9) Supporting women in STEM at all
education levels through
programming for girls and
additional training for educators in
methods that encourage girls in
math and science.

Conclusion

Development policies aimed at enhancing
business ownership, will consider how the
characteristics, choices, and constraints on
women business owners relate to the
disparity in ownership and performance.
There is some evidence that the small
share and modest performance of women-
owned businesses is a reflection of women
having different personal and professional
goals. Yet if the rarity of women-
entrepreneurs and smaller size of their
businesses is not entirely a result of
gendered preferences, women may
represent a source of unrealized economic
gains. Differences in education and access
to capital do seem to partly explain the
differences in performance between male
and women-owned businesses, suggesting
that the gender disparities are partly a
result of obstacles for women
entrepreneurs. Potentially, these
constraints on women entrepreneurs can
be alleviated through policy, and lead to
more businesses with greater growth
potential.

Even if women owned businesses are
inherently smaller, women-owned
businesses may provide benefits to their
communities that can’t be measured by

12



employment and income. By broadening
our definition of success, we might see
unconventional ways in which women-
owned (and other) businesses make an
impact. Women may in fact be uniquely
innovative in ways that appeal to those
people that drive a large part of consumer
spending, namely, other women. Women-
owned businesses may be concentrated in
non-profit and charitable organizations,
which almost necessarily implies their
businesses have primary goals entirely
apart from profit maximization. The
socially minded services and activities of
such businesses undoubtedly contribute to
community development. Further, if
growing strong families is one aspect of
community development, then supporting
entrepreneurs, men and women alike, who

13

balance their business with unpaid work at
home, may be an attractive policy goal.

While women’s business ownership does
prompt a discussion of gender-equity, it
can be framed more broadly as an
economic issue (Mitchell 2011). When new
companies start and thrive, their
communities reap the benefits particularly
in the form of job creation (Haltiwanger et
al. 2013). If it is the case that women
entrepreneurs are an underutilized
economic resource, policies that encourage
women owned business could also be part
of an effective strategy for community and
economic development.
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