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New businesses are the life blood of our evolving
economy. They bring new techniques and vigor to
the production process. A major barrier to starting a
business is amassing the funds to cover initial startup
costs and cash flow needs. Data has been available
to show how much financing occurs but little has
focused upon how much is needed. The authors of
this report used a two-year survey of nascent entre-
preneurs—individuals who are planning to start a
business or who are in the process of starting one—
which asked them what they expected the costs of
starting a venture would be.

Overall Findings

Nascent entrepreneurs felt that they needed little in
the way of startup funds to begin a venture, on aver-
age $6,000 for solo ventures. Their income expecta-
tions were in line with the equivalent of high wages,
on average $90,000 by the fifth year of existence for
solo ventures. Team ventures, by contrast, had higher
expectations in terms of initial funds needed, fifth-
year wages, and fifth-year income projections. This
makes team ventures more likely to develop into
employer firms. Policies that encourage team-owned
businesses or networking among entrepreneurs might
help foster “growth startups.”

Highlights

The authors compared the expectations of solo and
team-based nascent entrepreneurs.

• The median amount of funds that solo entrepre-
neurs thought they needed to launch a venture was
$6,000. The median amount that team ventures
expected to need was $20,000.

• About half of solo entrepreneurs felt that they
needed $5,000 or less to make the business self-sus-
taining. For team entrepreneurs this figure was $10,000.

• Nascent solo entrepreneurs’ median expected
fifth-year income was $90,000; this figure was
$125,000 for a team venture. There were a few nas-
cent businesses with much higher expectations, as
the mean was much higher: $935,000 for solo entre-
preneurs and $2.4 million for teams.

• Although the median amount that solo entrepre-
neurs had saved was relatively low ($2,000), the
mean was high ($8,026).

• About 5 percent of nascent entrepreneurs
believed they were finished saving money to invest in
their businesses.

• Eight percent of solo nascent entrepreneurs and
16.4 percent of team nascent entrepreneurs planned
on seeking bank loans.

• Most individuals were starting slowly; only a
third of nascent entrepreneurs were devoting 35
hours a week or more to their venture.

• For solo ventures, the activity’s primary goal
appeared to be providing income for the entrepreneur.

• Twenty-seven percent of team ventures expected
to generate receipts of $500,000 or more after five
years versus 13 percent of solo entrepreneurs.



Scope and Methodology

This study relied upon data from the Panel Study of
Entrepreneurial Dynamics (PSED). A consortium of
researchers developed the PSED and in 1998, 31,261
random individuals were surveyed to identify emerg-
ing entrepreneurs. The PSED identified 830 nascent
entrepreneurs who were studied over a two-year
period. The authors used this group to conduct fre-
quency and variance statistics for solo and team nas-
cent entrepreneurs. One limitation of the data was its
focus on entrepreneurs that planned to open a busi-
ness, when in fact some of these individuals may not
have actually opened businesses.

The Office of Advocacy was one of many original
funders of the precursor to the PSED, the
Entrepreneurial Research Consortium. Financial sup-
port for the PSED came from the National Science
Foundation and the E.M. Kauffman Foundation.
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