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Table B.2
Business Characteristics by Age of Firm
Black-Owned White Male
Businesses Only Businesses Only
Firms Firms Firms Firms
formed formed formed formed
All before 1976- All before 1976-
firms 1976 1982 firms 1976 1982
Business Traits
(mean value)
Total sales,
1982 $55,402 $66,788 $47,184 | $164,003 $223,280 $118,790
No. employ-
ees, 1982 0.8 1.0 0.6 2.0 2.7 1.5
Owner Traits
Total financial
capital
(mean)” $15,908 $11,634 $19,066 | $32,178 $27,510 $44,552
Equity capital
(mean)* $7,945 $6,411 $9,054 $17.815 $14.423 $20,402
Debt capital
(mean)* $7.963 $5,123 $10,012 | $19,363 $13,088  $24,150
Percent with
under
4 years of

high school 25.5% 35.0% 18.5% 15.4% 20.8% 11.3%
Percent with
4 or more

years of
college 24.5% 18.9% 28.5% 32.9% 29.6% 35.3%
Percent of
Firms Still
in Business,
1986 75.1% 83.2% 71.0% 78.0% 83.2% 74.0%

(N=) 4,883 2,047 2,836 7.807 3,378 4,429

*At the date of entry into self-employment (dollar figures are not inflation-adjusted),
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Table B.3

Appenpoix B

Linear Regression Models: Explaining 1982 Total Sales
for Firms Entered in the 1976-1981 Time Period

Black Firms Only

White Firms Only

Regression  Standard Regression  Standard

coefficient error coefficient error
Constant 6.512* 0.183 7.150* 0.304
Labar input 0.011* 0.001 0.013* 0.001
Ed2 0.144 0.064 0.062 0.066
Ed3 0.064 0.068 0.034 0.071
Ed4 0.149* 0.075 0.209* 0.076
Management 0.000 0.004 0.010" 0.003
Log capital 0.313" 0.018 0.337 0.014
Age2 0.139* 0.063 - 0.008 0.047
Age3 0.106" 0.056 - 0.049 0.058
Age4l 0.037 0.076 - 0.223* 0.071
Qngomg 0.075 0.074 0.290" 0.046
Time80 - 0.167" 0.042 - 0.258" 0.038
Manufacture -0.014 0.168 0.426* 0.086
Construction 0.396" 0.111 0.293* 0.078
Transportation 0.065 0.099 0.042 0.084
Trade 0.421* 0.083 0.576* 0.069
FIRE -0.196 0.134 - 0.041 0.091
Services -0.024 0.080 0.203 0.066
(N=) 3,657
(R2=) 0.281
(F=) 74.89
*Statistically significant at the alpha = .05 level.

Note: The dependent variable in the above regression equations is the logarithm of 1982

total saies.
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Table B.4
Financial Capital Structure of Borrowers:
Firms Entered In the Period 1976-1982

Black Firms White Male Firms

A. All CBO Sample Firms With Debt Capital Input Greater Than Zero

Total financial capital
at time of entry

Mean $32,813 $70,756
Median $7,500 $17,500
Percent under $10,000 52.3% 30.9%
Percent under $50,000 87.9% 73.2%
Equity
Mean $10,734 $22,071
Median $2,625 $4,250
Percent under $5,000 66.3% 51.9%
Debt
Mean $22,079 $48,684
Median $5,625 $14,875
Percent under $5,000 49.2% 28.3%
Leverage* (mean) 6.39 7.25
{N=) (1,286) (2,197)
B. Bank Loan Recipients Only
Total financial capital

at time of entry
Mean $36,530 $76,318
Median $15,000 $22,500
Percent under $10,000 47.2% 27.7%
Percent under $50,000 86.6% 71.7%
Equity
Mean $10,826 $20,514
Median $2,625 $4,375
Percent under $5,000 66.1% 52.8%
Debt
Mean $25,704 $55,803
Median $7,125 $16,625
Percent under $5,000 43.1% 24.6%
Leverage* (mean) 6.33 7.89
Percent of sample™

with bank loans 55.5% 64.6%
(N=) (714) (1,419)

*Leverage is defined as the ratio of debt to equity; it is constrained so that the value of
the ratio cannot exceed 19. This constraint is internal in the data base and, therefore, it
cannot be altered or relaxed.

**Includes borrowers only.
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Table B.5

Linear Regression Models: Explaining Debt Capital Inputs
for Commercial Bank Loan Recipients (Only) Entering
Business in the Period 1976-1982

White Firms Only

Black Firms Only

Regression Standard Regression Standard

coefficient error coefficient error
Constant -8,261.060  12,118.279 14,386.918 10,834.467
Ed2 16,378.546 12,085.385 -2,151.482 10,355.462
Ed3 14,783.465 13,308.299 -13,375.310 11,107.711
Ed4 28,652.929* 12,363.037 27,110.584* 10,601.726
Maqagement -182.427 589.858 326.059 648.300
Equity capital 1.835" 0.042 1.164* 0.085
Age2 10,433.854 9,179.578 -8,963.618 9,101.468
Age3d 4,869.243 11,003.469 -13,736.249  10,360.929
Age4' 12,095.686 14,865.736 -14,487.144 13,633.935
Ongoing 14,127.628" 8,193.540 7,863.444 8,260.903
(N=) 1,419 714
(R2=) 0.585 0.238
(F=) 220.390 24.410

*Statistically significant at the alpha = .05 level.

Note: The dependent variable in the above regression equations is the dollar amount of

debt capital invested at the point of business startup.
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Tahle B.6

Discriminant Analysis: Blacks Entering Business in the
Period 1976-1982

Discriminant Group Mean Vectors
Function
Standardized Active Discontinued
Coefficients firms firms
Ed2 -0.034 0.284 0.293
Ed3 -0.030 0.236 0.255
Ed4 0.114 0.289 0.277
Labor input 0.169 41,924 38.812
Management -0.116 3.725 3.763
Age2 0.094 0.358 0.359
Age3 0.275 0.273 0.225
Aged 0.021 0.123 0.125
Sex 0.104 0.763 0.723
Leverage 0.181 3.142 2.3583
Log Capital 0.404 8.827 8.577
Ongoing -0.291 0.219 0.270
Time80 -0.614 0.353 0.417
Time82 -0.705 0.215 0.297
(N=) 1,063 873

Wilk's lamba statistic = 0.961.
F = 7.56: the group differences are statistically significant (aipha = .01 level).
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ApPPENDIX C: SumMARY TABLES
AND EcoNomeTRIC MODELS FOR
CHAPTER FIVE

his appendix, which presents two tables of summary
T statistics described in chapter five, summarizes the
results of two econometric modeling exercises:

First, linear regression models are used to explain debt
capital input levels for groups of black and white firms in
28 SMSAs that received commercial bank loans. As in the
analyses for chapter three, the black and white firm groups
are analyzed separately (table C.2).

Second, discriminant analysis models are used to differ-
entiate between active firms and those that have discontin-
ued operations. Three groups of firms are analyzed
separately: (1) black firms located in minority neighbor-
hoods of 28 SMSAs (table C.3); (2) black firms located in
nonminority areas of 28 SMSAs (table C.3); and (3) white
firms located in the 28 SMSAs (table C.4).

All of the variables used in these econometric exercises
are defined in Appendix B. As in the chapter three
econometric exercises, the education variable group ex-
cludes owners having less than 12 years of formal school-
ing, while the age group excludes owners under age 35.
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Table C.1 Tahle C.2
Business Characteristics of Firms Operating In Large Linear Regression Models Explaining Debt Capital Inputs for
Metropolitan Areas Firms Entering Business In the 1976-1982 Time Period:
Firms Operating in Large Metropolitan Areas
All Businesses Employers Only
Black Firms White Firms
Black White Black White X :
firms male firms firms male firms Regression Standard Regression Standard
coefficient error coefficient error

Business Traits
Total sales, 1982 $56,342 $166,762 $153,116 $393,806 Constant 47,286.875 38,527.746 -25,963.528 28,177.383
No. of employees, Ed2 -5,403.068 28,085.396 30,827.339 29,727.324

1982 0.7 2.0 3.0 5.8 Ed3 -26,044.350 29,714.531 221.71 30,615.072

Ed4 38,628.402* 28,606.126 34,109.655 28,118.250

Owner Traits ‘ Age? -29,285.456 23,153.396 -4,829.869 18,612.486
Total financial Age3 -32,657.423 26,390.336 -5,279.664 23,041.707

capital* (mean) $16,059 $37,314 $28,204 $63,937 Age_4 ' -24,641.492 36,914.442 -24,204.688 28,442,568
Equity capital* Equity capital 0.893" 0.165 1.791" 0.224

(mean) $8,448 $20,867 $13,090 $34,532 Management 784.306 1,664.750 2,133.739* 1,207.081
Debt capital* Opgo!ng 24,769.583 20,177.228 49,995,605 17,514,899

(mean) $7,611 $16,447 $15'114 $29'405 Mlnorlty area ‘39|563531' 18,117158 -4,179516 29,235917
Percent with :

under 4 years of ; (N;) 271 248

high school 29.9% 13.0% 18.6% 12.5% | (R?=) 0.164 0.301
Percent with 4 | (F=) 4.31 10.21

or more years i

of coliege 27.3% 41.0% 30.8% 42.5% *Statistically significant, alpha = .05
Percent of Firms Still “*Statistically significant, aipha = .10

in Business, 1986 73.9% 78.1% 82.4% 85.4% Note: Debt and equity are measured in dollars.
(N=) 2,318 1,815 533 630

Source: CBO survey data (unpublished); sample selection is described in chapter one.

‘At the date of entry into seif-employment (dollar figures are not inflation-adjusted).
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Table C.3 Table C.4
Discriminant Analysls: Black Firms In Large SMSAs Discriminant Analysis: Whites Entering Business
Entering Business In the Perlod 1976-1982 In the 1976-1982 Time Period
1st Model: Firms in 2nd Model: Firms in Discriminant
Minority Communities Only Nonminority Communities Only Function Group Mean Vectors
Coefficients
Discriminant Discriminant i
Function Group Function Group Standardized Active Discontinued
Coefficients  Mean Vectors  Coefficients Mean Vectors coefficients firms firms
Standardized Active  Discont. Standardized  Active  Discont. Ed2 -0.142 0.239 0.325
coefficients  firms firms coefficients firms firms Ed3 0.211 0.219 0.214
Ed4 0.383 0.456 0.269
Ed2 -0.322 0.280 0.317 0.399 0.277 0.260 Management -0.135 5.995 5.650
Ed3 -0.274 0.246 0.276 0.521 0.203  0.204 Input 0.249 44.881 42537
Ed4 -0.101 0.283 0.256 0.654 0.420 0.401 Age2 0.025 0.338 0.329
Management -0.077 3.527 3.644 -0.099 4.022 3.923 Age3 0.095 0.196 0.182
input 0.062 42.023 39.389 0.195 41,792 37.250 Age4d 0.185 0.134 0.111
Age2 -0.228 0.335 0.369 0.074 0.415  0.408 Log Capital 0.405 9.375 9.018
Aged 0.055 0.309 0.240 0.263 0.233  0.225 Leverage -0.210 2.375 3.011
Ages -0.354 0.114 0.154 0.217 0.111 0.056 Ongoing 0.251 0.230 0.159
Log Capital 0.324 8.759 8.539 0.341 8.893 8.643 Minority market -0.211 0.087 0.119
Leverage 0.213 2.499 1.695 0.156 3.105 2.418 Time80 -0.539 0.397 0.472
Ongoing -0.436 0.206 0.292 -0.142 0.199  0.232 Times2 -0.651 0.154 0.238
Minority Minority area -0.075 0.157 0.170
market 0.224 0.657 0.596 —_ — —_
Open market — — — 0.075 0.559 0.515 (N=) 766 252
Time80 -0.661 0.329 0.423 -0.620 0.416 0.472
glg:(eBZ 'gggg 831? 8‘?}2% _8?28 8.},2(9) 8?32 Multivariate test for differences between the two groups:
Wilk's lamba statistic = .948.
(N=) 621 321 206 142 F = 4.63: the group differences are statistically significant at the alpha = .01 level.

Multivariate test for differences between the two groups:

1st Mode!: Wilk's lamba statistic = .937.
F= 4.07: the group differences are statistically significant at the alpha = .01 level.

2nd Model: Wilk's lamba statistic = .927.
F= 2.91: the group differences are statistically significant at the alpha = .01 level.
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Table C.5

The Incidence of Minority Employees on the Payrolls of
White and Black-Owned Firms (Includes flrms'located in

28 large metropolitan areas only)

A. All Employers:

Percent minority employees Black Firms
75 percent or more 89.0%
50 percent or more 93.5
Fewer than 50 percent

(but greater than zero) 4.3
No minority employees 2.2

B. Employers by Area:

Firms Located in
Minority Neighborhoods

Percent
minority
employees Black Firms White Firms
75 percent or more 93.1% 29.4%
50 percent or more 96.2 37.6
Fewer than 50 percent

(but greater than zero) 1.9 29.4
No minority employees 1.9 32.9
Percent of employers

located in each

type of geographic

area 71.3 16.4

White Firms

17.8%
23.2

19.0
57.8

Firms Located in
Nonminority Areas

Black Firms  White Firms

78.9% 15.5%
86.7 20.4
10.2 16.9
3.1 62.7
28.7 83.6
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