
National ':oundation for Women Business Owners

MAJOR FINANCIAL BARRIERS

As previously indicated. the most serious self-described barrier to growth among

women-owned businesses, next to overall economic conditions, is the availability of

capital - and fully two-thirds of women business owners report difficulties in working

with their financial institutions. In fact, wom.n-own.d bu.in..... are 22% more

lik.ly to report probl.m. d.aling with th.ir bank than are bu.in••••• at larg•. 3

The most common complaint women business owners have in working with their banks

in order to obtain financing is the need for more assets (28%) and greater collateral

(23°-'), followed by a limited track record (22%) and the limited experience of banks in

dealing with service businesses (21%).

The attitudes and practices of loan oft1cers are another significant financial barrier to

women-owned businesses. A surprising 20% of women business owners reported that

their loan officer insisted upon their spouse's signature in order to obtain a loan, and

another 14% believe that the mere fad that their business was woman-owned was an

impediment to obtaining financing. Th...., fully on.thlrcl of women bu.in... own....

perceive some deg.... of gender-bued dlacrlminatlon.

3 Two-thirdl (87%) of NAWBO IUMy~tIcD barriers~ when working with thefr
bank., while. IeIMr S5% of .. .".. tID medium-med ftrmI~ difllcultiel in obtIining hndng. The
latter figure (8M aft other compardve ftgures dt8d in ttl. report) is o&*ined flam • 1882 survey of "'"
with leU than 500 employ.. conducad for National SmaI~ Unield Ind Arthur Andersen'.
Enterprile Group by The CWup Organiation. See $urvtY B."na pf SawlIOd MJddIe ....
BusjDM'M" AIIjtudM 1M"" and 0y!Iggk, Arthur Andersen & Co., SC and NSBU, July, 1882, p. 10.
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Barriers Between WOlnen Business
Owners and Their Banks
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National Foundation for Women Business Owners

SHORT-TERM CAPITAL NEEDS: TYPES AND SOURCES OF FINANCING

Three-Quarters of all women-owned businesses have sought short-term financing within

the past year. By far, the largest single type of short-term financing used by women

business owners is credit cards. This varies significantly from the findings of the Arthur

Andersen/NSBU stUdy, in which more small businesses use bank loans and vendor

credit than credit cards for short-term financing.

• One half (52%) of women-owned firms have used credit cards for short

term financing within the past year, compared with 18% of all small to

medium-siZed firms.

• Other types of short-term financing used by women-owned firms are:

vendor credit (38%), commercial bank loans (26%), leasing equipment

(21%) and personal bank loans (18%).

• Credit cards are used most frequentty by smaller firms (both women- and

men-owned), while the use of bank loans and leasing equipment is higher

among larger firma.
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Types of Short Term Capital
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Comparison of Types of Short Term
Financing Used
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Despite the problems encountered when seeking fInancing for their business, banks are

the most popular source of short-term financing for women and men business owners

alike. However. a larger proportion of women business owners rely on private sources

for financing than do their male counterparts.

• Just over half (52%) of women-owned businesses have used a

commercial bank for short-term financing within the past year, and usage

increases with the size of the business - from 42% among those with

fewer than 5 employees to 71% among those businesses with 25 or more

employees. Similarly, 51% of all small to medium-sized businesses have

used a bank for short-term capital needs.

• Other sources of short-term capital for women business owners include

business earnings (38%), private sources such as personal savings,

family and friends (33%), and vendors (25°.4).

• 'Nhile 33% of women business owners utilize private sources for short

term capital needs, only 10% of all businesses seek short-term capital

from private sources.

Financing the Business 10
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Sources of Short Term Capital
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Comparison of Sources of Short Term
Financing Used

•

52
51

38

'"

----~ -- ------
------

~- ---------------
I---

2
~-------
o

I_ ~*eu.n ..... SI AI."..bL*1..... !
--:~..,~

~ ............-

Financing the Business 12



National Foundation for Women Business Owners

LONG-TERM CAPITAL NEEDS: TYPES AND SOURCES OF FINANCING

Just over six in 10 women business owners (61 %) state that they have long-term capital

needs. somewhat less than the 75% cited by all small- to medium-sized firms. The

types of long-term capital sought within the past year or that women business owners

plan to seek in the next 12 months include term loans from a financial institution and

equipment leasing.

• Larger businesses are much more likely to be in the market for long-term

financing than small firms. Only 45% of women-owned firms with less than

five employees say they have or plan to seek long-term financing, while

fully 75% of those with 25 or more employees are in the market.

• Forty-five percent (45%) of women-owned firms in the market for long

term financing (28% overall) have used or plan to use a term loan from a

financial institution.

• Forty-two percent (42%) of those in the market (28% overall) have leased

or plan to lease equipment on a long-term basis.

• Women-owned firms are less likely to use equity capital for long-term

financing needs. Only 12% of those in the market (7% overall) have

sought or plan to seek equity capital, compared to 19% and 14%,

respectively, of aU small- to medium-sized firma.
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Types of Long Term Capital
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Although the long-term capital needs of women-owned businesses are similar to most

businesses, 3 greater proportion of women-owned firms are turning, or are forced to

turn. to private sources of funding - and multiple sources of funding - rather than to

banks for their long-term capital needs.

• The largest single source of long-term capital. for both women- and men

owned businesses, are financial institutions. Banks are the source of 60%

of the long-term capital needs of women-owned firms, while they supply

52% of the long-term capital needs for small- and medium-sized

businesses as a whole.

• Other important sources for long-term capital needs are private sources

(34% for women-owned firms, 15% in general), business earnings (33%

women-owned firms, 23% in general), and leasing companies (29% for

women-owned firms, 19% for all firms).

• Larger women-owned businesses are more likely to use banks for tong

term capital requirements, while smaller firms tum to private sources to

nearly the same extent as they do to banks. However, regardless of

business size, women business owners are tapping private sources, and

a wider variety of sources, at a greater rate than are other business

owners.
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Sources of Long Term Capital
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SUMMARY AND CONCLUSIONS

Women-owned businesses are a growing and increasingly significant sector of the

nation's economy. They provide employment for more people in the United States than

the Fortune 500, increased sales and employment last year despite slow economic

growth. and are poised for continued expansion and growth in the coming years.

Unfortunately, there are barriers to this continued growth. Financing their business'

growth remains a key concern to women business owners. and access to capital is

identified by them as one of the most significant barriers to their business' growth.

Among the key findings of this analysis of the types and sources of financing among

women business owners:

• Women business owners rate themselves as somewhat conservative in

their financial policies, placing themselves an average 2.45 on a 1 to 5

scale. Fully 51% place themselves on the conservative end of the scale,

28% in the middle, and 17% classify themselves as aggressive financially.

Women-owned businesses neither expand nor contract as rapidly as

other businesses, making them a safer risk for investors and lenders.

• Fully two-thirds of women business owners report difficulties in working

with their financial institutions: women-ownecl businesses are 22% more

likely to report problems dealing with their bank than are businesses at

large.

Financing tM Business
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• Three-quarters of all women-owned businesses have sought short-term

financing within the past year; the largest single type of short-term

financing used by women business owners is credit cards. Women-owned

firms are much heavier credit card users than other small firms, most of

whom use bank loans and vendor credit for short-term financing.

• Despite the problems encountered when seeking financing for their

business, banks are the most popular source of short-term financing for

women and men business owners alike. However. a larger proportion of

women business owners rely on private sources for financing than do their

male counterparts.

• Just over six in 10 women business owners state that they have long-term

capital needs, a lower percentage than all small- to medium-sized firms.

The types of long-term capital sought within the past year or that women

business owners plan to seek in the next 12 months include term loans

from a financial institution and equipment leasing.

• Although the long-term capital needs of women-owned businesses are

similar to most businesses, a greater proportion of women-owned firms

are turning, or are forced to tum, to private sources. and to a wider variety

of sources, to fulfill their long-term capital needs.

Financing the Businesa 20
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Business financing is one of the most important issues facing small businesses today. It

is a key concern among women business owners, who are encountering significant

barriers to assess to capital. These barriers are hindering the growth of these

businesses - businesses that are growing at a faster rate than the national average

despite these hindrances. Removal of these financial barriers would encourage even

stronger growth in this important sector. and would result in much greater economic

growth throughout the economy.
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METHODOLOGY

In November 1992, the National Foundation for Women Business Owners (NFWBO)

mailed 3,855 questionnaires to members of the National Association of Women

Business Owners (NAWBO). Of the 3.855 questionnaires sent out, 1,071 completed

questionnaires were returned - for an impressive 28% response rate.

A respondent base of 1,071 yields statistical reliability of plus or minus 3.2% at the 95%

confidence level. This means that, 95 times out of 100, survey responses will be within

3.2% of true population values.

The completed questionnaires were tabulated and analyzed by C.J. Olson Mal1<et

Research in Minneapolis, MN, a woman-owned research firm. Carolyn Olson,

President of C.J. Olson Market Research, also assisted NFWBO in the design of the

survey.
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hI II ,," .tnd ,2()"" \\()men-owned

• Women business owners have tenacity.

Thev are more UkeIy to have remained in

bUSiness over the past three years than the

3verage L.S. firm. Nearly three quaners

i -2.2%) of the commercially active women

owned firms In existence In 1991 are still in

WOIIMtftoOwnecI FInnII "-...
Sta~1ng Pow...

Fin.nci•• Strength Of Women-Ownecl
Firm....tc.... NatlOfWI Av.,...

• Women-owned businesses are just as

finanClallv strong and creditworthy as all

L'S firms. with similar performance on bill

pavment and similar levels of credit risk.

Fullv 92% of women-owned firms pay their

bIlls within 30 days of their due date; not

Significantly different from the 93.6% for aU

L'S firms. In addition. based on Dun &

Bradstreet's Credit Score, 40.;% of women

owned firms are at risk of becoming delin

quent in paVIng their bills. compared to a

somewhat higher 44% of all U.S. firms.

Finallv. according to Dun & Bradstreet's

Financial Stress Score. 14.7% of women

owned firms have a relatively high risk of

fatlure. not significantly different than the

13 -% among all firms in the U.S.

hU"'lne",,,,e'" In transr0rtatlon. com·

munlcltlon, wholesale trade. and

ftnJnce 1l1'ur:.lnce re:.ll estate grew

'1\ neJril 2()"" t\\ICe the r:ue of tncrea.se 10

[ho",e 1l1dustnes as J whole

• Th( )u~h \\'omen-owned bUSinesses contln·

ued. between 1991 Jnd 199... to expand Into

non-traditional" industnes. they still mam

:Jtned their solid base in retail trade and ser

.Ices Full\' -2.;0& of women-owned firms in

r he l.' S are In these cv.'O Industries.

Women-Owneci Finns Conti....
To Diversity

• Women-owned firms are continuing to

diversify. expanding beyond the boundanes

of \vhat has popularly been considered "tra

ditlonal" industries. In the 1980's. women

moved into wholesale trade. agriculture.

manufacturing and transportatioOJcommu

OIca.tlons at a higher rate than into any other

tndustnes. That trend continues today. The

number of women-owned construction and

manufacturing firms increased bv 19.2% and

13~%. respectlvelv. between 1991 and 199..

Over that same period. the overall number

of firms in those tndustnes acruallv declined

• With these 1:;'; million workers. women

owned bUSinesses now emplov 3:;0& more

people in the L.S. than the Fortune ';00

companies do worldwide.

• Emplovment growth in women-owned

firms exceeds the national average bv a sub

stantial margm. From 1991 to 199"1. emplov

mem grew by 11.6% among commerClallv

active women-owned firms In the C.S. com

pared With :;.3% among all firms. Emplov

ment growth in women-owned firms

exceeds the national average in nearly ever\,

region in the countrY and in nearlv everv

major industry.

• \\i llllen-( )';\'ned hrnb Jre grow

In~ In number and 111 economic

p()\"\er The \atlonal Foundation

for \'('omen BUSiness Owners now eSllmateS

that there are - - million women-owned

bUSinesses In the LS.. emplonng 1; '; mil

lion people and generating nearl,· S11 tnl

lion In sales.

Women-Owned Firm. Are
Growing

..... , .


