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Executive Summary

Thies report describes and presents the findings of a survey research

>'«“ffﬁ;udy_of the entrepreneurial aspirations and experiences of Vietnam-era

. wveterans with a special focus on disabled veterans.
‘The study was conducted over a 14 month period from OctobeT 1983 to

- December 1984, Consistent with the original Request for Proposal, it has

.. five major objectives.
-i@ Determine extent toO which Vietnam-era veterans aspire to become

small business owners and Operators.

"2, Determine their perceptions of the legal and financial institutioens

which are pivetal to their succeéss.

3, Determine the factors present among the sguecessful Vietnam=era
entrepreneurs that differ from those of the group that have been

wnable to launch a businegs, but would like to do so.

ortance of such factors, including age,

“4. 1solate the relative imp
) hat were included above.

experience, Or education, ¢

¢ that may be required to overcome differences

5, Suggest any allowance
disabled Vietnam veteran In the pursuit

between the disabled and non-
of self-employment.

To. achieve these objectives we asked a sample of ‘472 yietnam=ers

‘yeterans from four states = Massachusetts, New York, Ohio and Texas — to

éompleﬁe a lengthy questionnaire. in addition, in=depth interviews were

" conducted with 60 veterans who participated im the survey to allow them to
" glaborate on their questionnaire responses.
A list of the major findings follews thils gummary. Our purpose here

is to highlight the most important of these and summarize what we feel to

" pe their implications for SBA policy and. programs.



"dbjectiva 1:

" have & relatively strong interest

j;business. This represents be

population of approximately 8.3 million.
" that aspiration
'\disadvantage in our soclety.

' or mor

"' three—quarrers of those with st

" gpecial effort by the SB

these veterans come from groups wit

-:nf education,

Entrepreneurial aspirations of Vietpam—era veterans

We estimate that between 700,000 and 1 million Vietnam—-era VeLreTans

in owning and operating a small
tween 87 and 13% of the Vietnam-era vetaran
Based on our data 1t appears

is especially associated with social and economic

‘We found that veterans who rank lower on two

e’social criteria are much more likely to have SLIONg aszpirations.

‘groups with high proportions of aspirants include:

4

. & blue collar workers

» the unemployed

especially those who are unemployed, oT

e members of mindrity BTOUPS,
education

have low incomes and no college
cation

e veterans in general with low incomes and low levels of edu

In addition to &n obviogus need for capital ot credit, about

rong aspirations reported they would need

accounting assistance if they were to attempt te start a business.

Based on these findings it seems likely that the respomge to any

A to appeal to veterans would come primarily from

‘this pool of potential entrepreneurs. Since a disproporticnate number of

h few financial assets and low levels

this could place an unusual strain on the regources of the

_ Ageney.

Objective 2! Perceptions of SBA and private sector institutions

‘We found a distinet rendency for veterans who use §BA's programs and

gervices to come from the less advantaged groups In OuT society. This



" . governmen

" gociety ar

‘_services in the private sector. They include Whites and those

' found that minority veterans, those who served i

~ '$ipdipg is understandable inm the comtext of the traditional role of

t in assisting and protecting those suffering from discrimination

. and blocked opportunity. GCroups mere likely to use the SBA relative to

"théir aumbers in the population are disabled veterans and minority

" .yaterans, especially those from lowef income groups.

We alsc found that veterans from the more advantaged EroOups in our

e the most likely users of the legal, financial and accounting

with higher

levels of education.and income. The factor most likely to digcourage use

3 fwof.thése gorvices is the condition of being unemployed.

\
~ Vietnam—era veterans who use the private sector report 2 relatively

_high degree of S5UCCESS and satisfaction with their services. By

comparison, those who use the programs and services of the $BA are much

iegs likely to report csuccess or satisfaction. Interestingly enough, ve

n the lower enlisted ranks

(El - E3), and those with lower family incomes are more satigfied with the

 gervices of SBA than are members of more advantaged STrOups. The least

“likely to be satisfied are veterans who served in the vietnam theatre and

‘thoze with a business-related degree.

Veterans who were critical of the SBA tended to fogus their criticism
on the quality of personnel and services whereas those wha were gcritical

of the private sector Wwere pore concernmed about PprORTam eriteria or

' fequirements, such as loan ceilings and collateral, that restricted their

,opportunity *o participate. Overall we found a great deal of anger and

frustration among Vietnam-era veteran entrepreneurs direeted at the SBA
that appears to be related to rtheir feelings about the way ouT government
~and our soclety has treated them gince the war. Many feel they are

. epntitled to special benafits from the Agency and many feel that 5BA is



© guilty of "false advertising” with their veterans business program. Their

.,'Vsappeél iz for a form of special consideration that goes beyond what the

‘"Agency currently offers.

Based on the above anq the findings summarized earlier for Objective

'#i. 1£ would seem that the SBA has a basle policy decision to make, It is
’_ thg'dgcisinn whether or mot to target Vietnam—era veterans with specilal
{fnégds as a priority group for servige. If a decision is made to do this
-'cwfﬁen‘it 15 problematic as to whether or mot the §BA has the resources to
-i Qéé;'the likely demand. If the decision is not to target this group then
Cwe strongly suggest the Agency re-evaluate its current policy and program
af;special consideration to veterans. We suggest thiz action because we
,ﬂdbeiiave-that the message veterans are receiving (whether intended or not)
:'Tisfthat there is much more available to them through the $BA than in fact

' there is. The result seems to be that Vietnam—era veterans are developing

. a gomewhat negative image of the Agemty.

- Objective 3: Factors associated with success

.Dbjécti#e 4: Relative importance of such factors

our data suggest that disability can have a strong influence om

. 'aptrepreneurial success. Those who we claseify as unsuccessful
ﬂT;”éntreprenEurs in our sample are much mere likely to be disabled than are
»;ﬁe guccessful entrepreneurs. In addition to disability status, access.to

‘ #redit.and possession of a college degreﬁ seem to be the-best predictors
. of whether or not a veteran will succeed in business. EntTepreneurs who
._;E:e able to secure their initial financing from apn imsgtitutional source,

" é.g, a baunk or the SBA, were more likely to succead than were those wWho



'depanded,on personal savings,

I.‘j‘chat succegsful entrepreneurs are more likel

. -usin
‘-exﬁerience o
" fact, for the 934 of the veteran po

predictors of success

‘ 1ikely ‘than the successful

. our belief is that it can be explai

. may seek out the

 fact, one of the very positive fune

friends or fanily resources. We also found

y to be incorporated and less

likely to form sole-proprietorships than unsuccessful entrepreneurs.

Based on these findings, the practice of evaluating loan applicants

g experience criteria could be seriously questioned, Our data show no

signifi;ant polationship between guccess and elther general business

r technical éxperience in the business being entered, In

pulation vho are not disabled, the best
are general education and ability to gecure a loan.

Finally, our data show that unsuccessful entrepreneurs Aare more

to belong toO Vietnam-era and other veterans'

g:oupsa ‘While our data do not provide an explanation for this phenomenon,

ned on theoretical grounds as a result

of one type ©of motive for group pembership. Since one of the rTeasons

-peopla in general join groups is to seek support and understanding from

others with simjlar experiences, We believe that some Vietnam—era veteIrans

ir buddies im these groups at a time when they are

gtruggling or have just failed in their effort to start of sustain their

own small business. They may be unemployed, have somé extra time on their

‘hands and may be feeling vulnerable and in need of Support. This is, in

tions these groOups perform. We hasten

to add that we do not believe this is the only reason a veteran joins one

of these groups. {n fact there are many others including a service ideal

and political action motives.

Oone implicatiom of this finding that unsuccessful entrepreneuis tend

to join veterans gTOUpS ig that if the SBA decldes to target as a priority

group Vietnam—era veterans with special needs, then these organizations

would provide an excellent opportunity for cooperative vemtules.



"ﬂilobjactiﬁe 5: Allowances for the disabled

Probably the strongest finding of this study is the degree to which

‘diegbility limits the entr?prenEurial opportunities of disabled veterans.
" r.1:)15‘3]::!.15.1:;!, especially psychological apnd mneurological, 1increases the
flikelihnod that a business will not get off the ground and probably
*"deareases jte chances of survival beyond three years. We also found that
ﬁ-disabled-veterans are much more likely than the non-digabled to have left
‘ ;:their business involuntarily. This is especially true of veterans

L suffering from Post-Traumatic Stress Syndrome (PTSD)

In addition to these findings, we learned that many veterans with a

';diﬁability of 50% or more are discoutaged from making a concerted effort
‘ .tn start their own business because they arte uncertain as to what the
:Ve;erans Administration would do in relation te their disability rating
"and banéfits. gince they cannot be certain that they will succeed in a
fairly risky venture they don't want to jeopardize their finanecial

‘security and possibly place themselves in a situation where they would

have‘ to repeat the bureaucratic process of being re~evaluated and

“:ecgiving a new rating. One wveteran suggested that the VA allew a

".rgasnnable period for a beginning entrepreneur to discover whether or not

they can make it in a small business and then phase benefits out rather

‘than cut them iomediately.

Our data also suggest that disabled veterans face stronger barriers

. when trying to enter into business in the retail and manufacturing sectors

while they find it Telatively eagy LO enter the service sector where the

i largest prnportion are found. Finally, we found that disabled

'entrepreneurs are much moTe likely than the non-disabled to form

:sole—proprietntships and less likely to incorperate OF form partnershiﬁs.



‘Tﬁuee-euffering from FISD appear especially potivated by the desire to
en in business for themselves, are

,‘ 'eyuidVHOIking for someone élsé and, wh

pore inclined to work alone.
Based. on these findingE'WE suggest the $BA take the following &teps

: ‘;ito help minimize the difference 1in entrepreneurial opportunity and

;"‘]’perfermence petween disabled and non-disabled veteranss

“_ s Share with the vA the {nformation we have developed in this report OO
the relationship between disability and entrepreneuriel aspiration
and performance, and explore vith VA repreeentativee ways o pinimize
the impact of the VA rating system on the entrepreneurial initiative

" of disabled yeterans.

formance of the HAL~2 program. Deteroine whether theTe

.. @ Review the per
f use by degree and type of disability-

are any disgtinct patterns ©

g for veterans the HAL-2 requirements that the busi~

.. Consider modifyin
jndividuals.

. ness be 100% owned by handicapped

sp and the

2 administratoTs with the nature of PI
to welcome

Make & special affort
ith PTSD and to avoid excluding veteTans

e¢ Familiarize HAL-
problems jt can generate.
_petticipetion of applicants ¥
with a VA rating of 30% of below.

s Increase efforts to advertise the HAL-2 program especially through

' veterans organizations.
. Explore with the yA the possibility of locating on 8 gix month
E repreeentetive one day &

trial/pilet basis, & loan officer and SCOR
week (or every other week) in selected VA Vet Centers around the

CcOUntry. gvaluate this effort 1 £ level of response 2and
quality of Tesults.

n terms 9

ans (rather than all
defined as @ group cuf fering from “gocial
e" in order that they might qualify for

(a) Minority Buslness pevelopment
Mapagement and Technical

1imited to persons OT

'« Propose to the Congress that disabled veter

vietnam-era yeterang) be
and economic digadvantag

pertieipetiou in the 8
Precurement Asgistance Program, the 7 (D
Assistance Frogtam and other proOgrams

businesses S50 dafined.

[



‘ﬁj"ffhesé and presented them

' ﬂﬂ'\rere
i = ‘this report. Some, of course,

féummaxy below W

"nﬁVfindings i{s arrange

.fﬁhabtér 4, The reader interested in the ful

. &4,  of other non-financial

Findings

f: pue to the length of the questionnairé and the breadth of material
d, we have developed literally hundreds of findings im Chapter & of
are more impurtant than others. TFot the

e have extracted what we feel are the most important of

in as brief a form as possible. The presentation
d in the order that the material was presented in

1 range of findinmgs and the

' analysis conducted chould review Chapter 4,

. A Tntrepreneurial Aspirations of Veterans

,1.'lW& estimate that between 700,000 and 1,000,000 Vietnam—era veterans
d as having a stIong {nterest in owning and operating

can be classifie
their own business. This does not jnclude those already in business
8% and 13%Z of the total

for themselves, These numbers represent
Vietnam—era veteran population.

2. Vietnam—era veterans with StTOnNg entrepreneurial aspirations are
motivated more by the ¢hallenge and the opportunity to be free from
working for someone else than they are by the prospect of higher
income. However, they are also very concerned about the risk of

financial insecurity that self-employment brings.

st likely to want te open & business in the
tor and about one-third each would expect toO
re a government loan or & pank loan for their

. 3, These veterans ate mO
retail or services Sec
use their savings, secu
initial capital or financing.

types of assistance they feel a need for,
accounting is by fat the most common need.

{s' the best predictor of epntrepremeurial

‘5, Overall, occupation
: pore likely than white collar to

aspiration. Blue collar workers are
“have strong aspirations.

6. Social and economic disadvantage {g associated with aspiration. . In
" general, veterans who rank low on two of more social eriteria arte
more likely to have stTODZ aspiratioms. In particular, the following

combinations appear 0 generate aspiration:

o being unepployed and & member of a minority EF¥OUP

e being a member of a minority Eroup apd having a low income



s working inm a blue collar job and belng a minority

¢ being a minority group member with a low educational level

" & having a low educational level and a low income

B.

,1.- L

by

7.

10,

Charac%eristlcs of Veteran—Owned Businesses

Vvietnam=era veterans are most likely to own and operate tusinesses in
the service and retail sector, however, wvhen compared with
entrepreneurs in general, veterans are more 1likely to be 1in
panufacturing and less likely to be in finance, insurance and real
estate ot agriculture.

In terms of the 1ife expectancy of woperatjions, veteran—owned
businesses seem to conform to the pattern for small businesses in
general. geventy-one percent of our previous owners left or closed
their business within the first two years of operation.

The vast majority of veteran—owned businesses are "emall=smalls”.
Ninety—two percent have fewer than 20 employees. The median numbeT
employed by all businesses in our sample is 1.5.

There is a tendency for Vietnam—era veterans to co—own with oT employ
‘gther veterans.

Vietnam-era veterans are most likely to form gole-proprietorships but
are more likely to form corperations or partnerships than are
enttepreneurs in general.

\Veteran—owned businesses formed as corporations survive longer than

" ¢those formed as sole-proprietorships or partnerships. The latter is

the least stable of the three structures.

Veteran entrepreneurs report at start-up 3 median of 3.6 Yyeals of
general business experience and 4.3 Yyeats of experience in their
field, trade or profession.

gaventeen percent of self-employed vererans have a degree in a
business-related field and another 287 report having taken some
COLLSES.

About three—quarters of veteran entrepreneurs start a new venture
rather than purchase oT {nherit an existing business., The ma jority
rely on personal or fapily savings for their initial capital or
financing and only 4% received a government loan for this purpoge.

Once their business Was underway, &1% received an additional loan,
almost always from a bank, Only 5% reported receiving a government
loan.

_—
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Full-time entrepreneurs are much more likely to have received a lean

~ than those operating a business on a part=time baeis.

Experiences with and Perceptions of $BA and Private Sector Services

- There is a tendency for veterans from less advantaged groups in our
 soecfaty to use the programs and services of the SBA and veterans from

groups with greater social and economic advantage to use the
tusiness-related servicdes in the private sectorT.

blsability gratus and minority status are the two best predicters of

‘whether ot not a veteran will use the programs and services of the
8BA. Disabled and minority veterans are more likely to use these

services than are the non-disabled and White veterans.

In general, the likelihood of using SBA is related to positions of
social and economic advantage in our society., Those who rank lower
on two or more social eriteria are more likely to be users. The
following combinations are the stromgest indiecatots ¢f use:

e lower rank in military (El - E3) with disability

# wminority veteran with low income

&« dizabled veteran with low Income

. The veteran sub—group with the highest rate of use of SBA's programs
and services are minority veterans with family incones between
415,000 and §30,000.

¥oployment status and full-time/part-time status are the best
predictors of whether or not a veteran entreprenedr will use the
business-reiated services in the private sector. Veterans who werTe
employed at the time of the survey or who are self-employed full-time
are more likely to show a pattern of private sector use.

The two veteran sub-groups with the lowest level of use of private
sector services are part—time entrepreneurs with no college education

and Black veterans with low incomes.

| Veterans who use the financial, legal and accounting services of the

private sgector are much more likely to describe their encounters as
successful and helpful than are those who use the programs and
services of the SBA.

0f those who use the SBA, successful entrepreneurs, minorities, those
with lower ipcomes and from the lower enlisted ranks are more likely
to ba satisfied with the service they received, The least likely to
be satisfied are veterans who served in Vietnam and those with a
degree in a2 business-related field. Overall, the best predictor of
gatisfaction with SBA is minority status,
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¢riticism of the SBA focused om quality of personnel and services
while criticism of the private sectol focused more oOn the program

eriteria, .8 collateral requirements, that 1limit the veteran's

opportunity to participate.

overall, we found a great deal of anger apnd frustration ameng
yietnam—era veterang directed at the government in general and at SEA
in particulat. We did not find this to be the case for private
gector institutions. These feelings Seew to be related to the

- wistory of treatment of Vietnam veterans in our soclety since the war

ae well as to feelings of entitlement and to expectations raiced by

§BA publicity.

The most frequent guggestion veterans pake for improving SEA's

gervices to veterans has to do with special consideration in the form
of giving mere trime to veterans, peing more sensitive to thelr
-"beginnet‘s“ status and showing them respect,

The second most frequent LYpe of suggestion veterans make foT
-improving gBA's services ijs to lower interast Tates, reduce
collateral requirements, and allow longer terms and lowerl cellings
for loans.

Factors Associated with Entreprenaurial Suceess

pisability has 2 powerful influence OO veteran entreprenéurs. Dis-
abled veterans are much moreé 1ikely than the non-disabled to have
‘been unsuccessful in their efforts to gtart and operate a small
business.

in addition te digability status, education and access to capital ot
eradll are major factols that contribute to success in small pusiness
among Vietnam—era veterans. Successful entrepreneurs are more likely
to have a college degree or at least some college and they are also
more likely than the unsuccessful to have received start—uwp capital
or credit from an {pnstitutional source cuch as a bank or SBA.

guccessful entrepreneurs are much more likely to have incorporated
‘than are the unsuccessful and much less 1ikely to be a
501e-proprietnrship.

successful enterpriges are mole 1ikely than those that did not
gucceed to be in the manufacturing ©T finance, insurance and real
estate sSectors; and less 1ikely to be in the retail, transportation
or-agricultural gectors.

Unsuccessful wveteran entrepreneurs are more likely tO be members of

both Vietnam-era‘and other veterans groups than are these who are
guccassful in business.

o
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pizability and Entreprencurship

- meveral findings related to disabled veterans have been presented in

the preceding sections, 1In addition to the above, the following findings

1.

J‘So '

7

.. were.developed in Sectiom 4E.

The VA system of evaluating and rating disabilities is a digincentive
for many veterans, especially the more severly disabled, that woTks

against starting their own business.

pisabled veterans are most likely to aspire to own and operate
businesses in the retail sector but wsually enter the service sectol
instead. They also seem to encounter SCTONgET barriers to entry into
the manufacturing and finance, ineurance and real estate sectors.

Disability increases the likelihood that a business will mot get off
the ground and probably decreases its chances of survival bayond
three years.

Disabled veterans are much more likely to have left of closed a
previous business jnvoluntarily than were the non~disabled.

Disabled veterans are more likely to form sole-proprietorships and
less likely to form partnerships or be {ncorporated than the
non~disabled. Thig is especially ttue for those suffering from
Ppst-T:aumatic ttress Syndrome (PTSD).

Veteran entrepreneurs who are disabled are more likely to De
gelf-employed on a part—time basis and to have fewer employees and
lowey Tavenues than the non-disabled.

Disabled veterans are more likely to be unemployed than the non—dis—
abled. Twenty-eight percemt of disabled veterans and 1l.4% of the

' non-disabled reported lack of employment at the time of the survey.



Additional Sugges;ions for Changes €T Innovations in

SBA Prograts for Veterans

'u.;n éection 4C of this report, we have summarized guggestions made on the
-iﬁue;tionnaire for improving SBA's programs and sarvices to veterans. (Gee
“  pﬁ. 118 = 120) However, during the course of this study we spoke both
 f@£ma;1y and informally with several hundred veterans and others
Fespunsible for pollcy and programs relatad to veterans. puring these
‘1ntétviEMs and conversations, A& large number of suggestions Wwere made
cohéerning changes oY innovations that might improve the veterans business
: nprbgram of the SBA. Many were Very general and some probably mot very

' practical but there were also some that we believe merit coneideration.

dIhése ake listed below.

' A.  Credit and Equity

@ The vast wmajority of Vietpnam=-era veteran owned businesses are
vemall-smalls”, i.e., they employ fewer tham 20 people and, in fact,
the majority employ fewer than 4. Most have very modest needs for

start-up or working capital, Many are seeking loans of £10,000 or
jess and find mneither the banks nor the SBA very interested in
financing that small an amount, Therefore, the SBA should make a
special effort to meet the needs of this gTOUp.

‘s SBA chould support the use by banks of 2 chort=term revolving credit
tool for businesses with seasonal capital needs. For a fixed pariod,
say six months, the borrower could draw on the account while paying

only the interest. At the end of that period full repayment would be
pade, The cycle would then begin again as needed.

¢ G5BA should encourage the creatlon of a version of the Minority
Enterprise Small Business Investmeng Corporation (MESEIC) for Vietnam
veterans, {.,e., VESBIC's.
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;Use-uf Organizations for OQutreach

The Veterans Business Resource Counclls are a verTy good and vety
{mportant idea but many arze floundering due to lack of financial
support and the organizational changes oceurting with the Vietnam
Veterans Leadership Program. A gpecial effort needs to be made to
egtablish the VERC's on a sound basiz. SBA should conduct @ review
of the more successiul Councils and transfer that knowledpge to
others. The Agency should also make a greater finanelal commitment
to the Councils.

The SBA should establich a system of etorefronts or use the VA Vet
Centers for some of the work of f£ield office staff and SCORE
counselors. This would increase participation and improveé
communication between vetérans and SBA.

Vietnam-era veterans groups and their newslettgrs should be used more .
to disseminate {information on SBA Programs and policies for veterans.

Personnel for Qutreach

"Full-time VAO's should be appointed in the district offices and, if

. this is not p;actical, try it in a few districts and evaluate the -

tesults,

S6BA should make moTe of an effort to appoint vietnam=ara veterans as
'VAQ's. '

sCORE chapters should try to recruit more volunteers with experience
‘4p small business. .

Materials for Outreach

Since partnerships are the least stable of any business structure
awong veterans, the gBA should consider the developument of special
infnrmational material and seminars of workshops on the subject of
forming a stable partnership.

gince accounting is the area that most aspiring entrepreneurs need

assistance im, the Apency's material and programs in this area should
be reviewed for adequacy.

wudd



Chapter 1: Introduction and Background

. This report presents the findings of a survey research study funded
‘\'by #he gmall Business Administration {SBA)., It ig designed to assist the
SﬁA i; understanding the entrepreneurial interests and experience of
-PVietﬁam—ara veterans and was carried out over a2 lé& month perioed between
‘ Dptéber 1983 and December 1984, support for this and several related
- studies reflects 4 growing concerﬁ within the federal government, and the
‘sﬁAfih particular, with the needs and desires of a nev constituency - the

' Yietnam . veteran.

"A. The §BA and_Veterans

The intent of the gpa in funding the present study can be better

., . understood 1f it is set in the econtext of policy and program initiatives

. taken by Congress and the Agency on bahalf of. veterans oOVerl the past

dacade.

In 1974, Congress directed the SBA to give "special congideration” to

véterans of the Armed Forces in all Agency programs.l This law was
jmplemented in the same yeaT by gubpart 116 of the BSBA regulation#
'hwithout, however, spelling out {n any detail the operational meaning of
"special consideration.” During the next few Yyears, this lack of
‘éﬁecificity contributed to a concern On the part of veterans Eroups and

Congress that veterans were not,. in fact, receiving special

1 Public Law 93-237 which was an amendment to the Small Business Act.



 ‘§Sns1defation. In response to this concern the $BA has implemented
:several magnr actions.

nginning in 1980 the Agency eponsored a study by the Center for
. Community.Economics based iP Santa Rosa, California. The purpose of this
sﬁu&y, commonly referred to as the "Pechin Study“z, was to design an
“inqtreach and service dellvery system that would "enable SEA to improve the
ﬁuahtity and quality of its services offered to veterans = especially

© 'Vietnam veterans.” The study team developed its findings and

\"‘, recompendations pased on in-depth interviews with SBA policy, program and

”.field‘staff; peetings and discussions with veterans' organizations; and

"1n—depth interviews with pelicy and program staff of federal agencies and

RN departments other than SBEA. The study team submitted its repoert in

‘”iactnber of 1980 with a set of 31 recommendations designed to assist SBA iIn

implementing a policy of special consideration for veterans.3 A list of
’these recommendations is included as Attachment A to this Teport.

‘Soon after the completion of the Pechin Study, and as a direct result
of its - recnmmendations, the SBA established the Tack Force om Special
Consideratinn For Veterans under the leadership of the ghief Council for
'['Advocacy. Members of the Task Force {included SBA program directors and

iwsenior officials from natinnal veterans service organizations. 1In their

final report they defined their objectives as follows:

The study director was Mr. James Pechin of the Center.

3 Center for Community Economics, "Design of an outreach and Delivery
fSystem of SBA Programs for Veterans . Prepared for the Small Business

. Administratiom, October 3, 1980. Available from the National Technical
Information Service.



e To examine and clarify “special consideration” for veterans as
mandated by the gmall Business Act, a8 amended by Publlc Law
g3=237, with a view toward eventually publishing mnev rules and
regulations which more elearly reflect gBA's capabilitles and
responsibilities toward Veterans of the Armed Forces of the United
grates and their survivors ot dependents;

‘e To define the scope and direction of the §BA's commitment tO
- veterans; and, '

''e To develop areas of mutual cooperation in this qffort between the
gBA and natlenal veterans service organizations.

The Pechin Report with its detailed recommendations sexved as a guide
EE ;qd an important source of ideas for the four subcommittees that carried
“outfthe‘wark of the Task Furce.5 The Task Force completed its work and
'isuﬁmittéd jts final report with 28 recommendations to the Administrator in
ijarch, 1982, A list of these recommendations is included as Attachment B
‘né this report. Two months later, on May 14, 1982, a formal policy
»étanemeﬁt was issued by the Administrator based on the work of the Task
Fﬁrcg and its predecessors. Im this statement the Administrator directed:

» JEstablishment of an Office of Veterans Affairs (OVA) as an
advocacy group for veterans.

s A review of all programs and activities to determine the need for
new regulations to ensure that gpecial consideration is given to:
veterans — especially Vietnam and handicapped veterans.

e Intensification of management assistance and business training for
vaeterans through special projects and conferences.

‘ 4 gBA, Office of the Chief Counsel for Advocacy, “Report to the
Administrator, U.5. Small Business Administration by the Task Force OR
special Consideration for Veterans, Public Law 93=237", March, 1982, p.o.

_ 5 gubcommittees were (1) Leoans and other Fimancial Assistance; (2)
Management Asgistance, Training and Public Information; () Procurement

and Technology Assistance; and (4) prganization, Poliey, and Interagency
. Copperation.



. Appaintment of Veterans Affairs Officers (VAO's) in each Regional and
o Distrlct Office where they are not already designated.

s FRegular collection and analysis of data measuring the participation
of veterans in SBA programs.

"f“A @npy of. this Policy Statement ig included as Attachment C to this
- report.
As part of their effort to implement the policy of specizl

- ‘compideration, the new OVA issued a set of guidelines to the fleld offices

" in March, 1983 including interim guidelines for the establishment of

L'Veterans Business Resource Councils (VERC's). Copies of both sets of
‘«‘guidelines‘are jncluded as Attachment D to this repoTt.
These councils are at the core of the new SBA veterans' outreach

‘_,pfogram. Their purpose is to ensure that direct technical assistance is

U available to. veterans interested inm starting and eperating their own

businesses without placing an unbearable strain on the already limited
&fiﬁancial and management assistance resources of the SBA fileld offices.

The VBRC's are currently being set up through SBA district offices
' :araund the countty in cooperation with local veterans groups and financial
-gnd buginess jpnetitutions. While they are being started with seed money
‘from the SBA and will operate under SBA eharter, they will be non-profit

‘corporations supported by funds from both government and the private

‘-]IEEctqr. They will be staffed primarily by veterans with business

‘éxperience. At the time of this writing the precise program focus of each

" of the VBRC's 1s being worked out in each of the local areas.

wﬁile the goal of the new program i to create a resource base and
v-delivery system to serve all {nteraested véterans, the real .impetus for the

‘intensification of 5BA activity summarized above comes from the increased

. aWareness of and concern for the status of Vietnam veterans in ouT.

soclety.
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  “’“3;‘Bach5£9und of the Problem

.Agcorﬂing to recent government statistics, there arte .3 million
“‘LIV1g:ngm—efa veterans In this country of whom approximately one-third
'l?,sérvedbin Vietnam.6 These men and Women represent 29.4% of all veterans
.: yAnd thej are of gpecial 'interest to the SBA not only because of their

I’étﬁtus as veterans put beecause they are members of an age BYOuP, roughly
16-55 years of age, that typically produces new entIepreneurs.
- For their part, Vietnam veterans have emerged ‘35 an iwmportant
 in;erest group on the American political scene. Their appeal for special
Ennsideratiﬂn is supported both by their history of service to their
.country as well as by & plethora oflstudies documenting the problems many

',Ief;;hem face in their read justment to civilian lifg.7

6 The government hag defined Vietnam—era veterans as those who served
in the Armed Forces at any rime between August 3, 1964 and May 7, 1975
whether or not they served in Vietnam. For this and othar data on
vietnam-era veterans seg the publication igsued by the Veterans
 Admpinistration: Data on Vietnam Era Veterams, September 1983.

J Three of the most widely used and influential of these studies are:

 "Hquse Conmittee on veterans' Affairs, Committee Print No. £0, Myths and
Realities: A Study of Attitudes ‘Toward Vietnam Era Veterans, July 1980.

House Committee o veterans' Affailrs, Committee Print No. 14, Legacies of
.. Vietnam: Comparative Adjustment of Veterans and Their Peers, March 1981.

‘wilson, John P. The Forgotten Warrior Prodject: FParts I and 11, Cleveland,
Cleveland University FPress, 1978.

other studies are jncluded in the pibliography of this report.



e-Ip their effort to exert influence many Are joining pxisting
tvenerans ergenizetinns while others are developing their own. AS they do
””ee they are identifying gpecial lssues of concern and targeting government
gencies snd other inetitutione as jmportant Sources of serviee delivery
‘”;end ether eppertunities. The SEA, with its gipnancial and technical
- as#istanee progreme, has become one such target of this activity. ASs is
jew.fi@:'lem from the gupmary of gBA activity presented in the preceding

v seepien, the Ageacy bhas clearly recognized the legitimate needs of

. y‘Vie:nem—ere‘end disabled yeterans.

While gfforts ate underway te improve gervices LO vererans, it seems
3eieef thet eeme sepgments of the yietnam-era veteran population present &

‘ epeeeel ehellenge to the B5BA. We emphasize "some segments“ pecause it

fe-weuld ve a wmistake to lump all pf the men and women who served in the

armed foreee patween August 5, 1964 and May 7, 1975 dinto 2 single
eca;egery.

This special challenge preeented by gome cepments of the population
'eeeultsdfrem the convergence of four factors- one is the strong feeling
Jef-elienatien experienced py many vietnam—era vetefens wvhich makes 1t
.:Jdiffieult for them tO function effectively in our basie sueiall
t tinetitutione. The reasons for thiz are, of course, complex but they are
iinked,te the nature of the Vietnanm conflict and the civil conflict it
‘generated at home. Thus, many would prefer to set out om their own OT
work closely with other yeterans Wwho might understand them and be moIe
.eeierent. _

Thie tendency is reinfereed by & second factoT, namély the physieai
‘idieabzlities and the epotional price many veterans are still paying for
their = experience {n Vietnam -~ 2 condition often diagnosed as

: pcatrttaumatic stress gyndrome (PTISD). But these same ehareeteristice



N that drive them away from oul baslc institutinns can also make It

1

17"“d1£ficu1t for them to initlate of guccessfully operate ventures of their

:bwn Thus the third factor is the high risk nature of starting a small
‘”business, , The failure rate {s high even undeT the best of circunstances,
’:vhu; wben the pormal risks of gtarting a business are combined with the
psychological, physical and emotional scars of war, the odds against
success can be averwhelming.
Tﬁe special challenge is even more clear when thege are combined with
; fpurtﬁ factor: Lhat segment of the Vietnam-era veteran population that
igéryéd in e¢cmbat gituations is made wp of 2 disproportionate number of

- persons with low levels of education and of veterane who Aare members of

. mpipority groups. They suffer from high Tates of unemployment and often

lack the skills and the contacts necessary to enter inteo gelf=-employment.
‘it is against this background and within the context of the histery
'¢£ $BA's relationship £O veterans that the objectives of this study can be

"understood.

" gbjectives of the Study

The present study is an integral part of 5BA's effort to jmplement
its pnlicy of special consideration for veterans. 1f veterans are ro

- recelve " gpecial consideration then SBA needs a clear understanding of

their interests and needs = particularly any special parriers that they

face in their entrepreneurial quest. The overall objective of ouf study
is to increase this understanding. SPEcifically our study 1is designed to

‘achieve'the following objectivess:

e



s Determine extent to which Vietnam-era veterans aspire to become
gmall business owners and operators.

s Determine their perceptions of the legal and financial
institutions which are pivotal to their success.

¢ Determine cthe factofs present among the guccessful Vietnam-era
entrepreneurs that 'differ from those of the group that have been
unable to launch a buginess, but would like to do s,

a Isolate the relative importamce of such factors, including age,
experience, or education, that were included above.

¢ Suggest any allowances that may be required to overcome dif-

ferences between the disabled and non-disabled Vietnam veteran in
. the pursuit of self-erployment.

. structure of Report

This report is divided into four chapters including this introductory'
:chapte;; Chapter 2 describes our analytical £framework and the study
'iméphodology. Chapter 3 presents a statistical description of our samplel
of respondents., It includes data on military background, personal and
lfamily"backgrOund and business interests and experience. Where
comparative data is available we will use it teo compare our sample with
tﬁe national population of Vietnaﬁ—era veterans. ‘

In Chapter 4 we present outr analysis and findings. They will cover:

« an analysis of the entrepreneurial aspirations of Vietnam-era:

veterans,

. ‘a description of the characteristics of veteran ovned businasgses;

e =an examination of the experience of Vietnam-era veterans with SBA

and private sector institutions, especially banks, and their

perceptions of these institutions;

e a comparison of successful with unsuccessful veteran entrepTeneurs
to identify key predictors of success and failure; and



e an analysis of the entrepreneurial experience of disabled veterans
in order to understand how their experience differs from that of
other veterans and what special assistance they might need.




Chapter 23 Analytical Framework and Methodology

-, Analytical Framework

For out analytical framework we have jdentified four groups of
L&eterqns Jfo focus on in our gtudy. ~We will refer to these as
. .entfeﬁreneurial types. The four types are:

. |. ﬁhe aspiring entrépreneur
. thé &isappointed entrepreneur
‘;_ the unsuccessful entreprensur
l| _the.succeSEful entrepreneur
ihésel four types represent various Stages of the entrepreneurial
wéxpérience from aspiration to successful operation

:In the aspiring entrepreneur category we will not include every

yeteran who simply indicates an interest in owning and operating their own

. ﬁusiness. . Our goclety  encourages the davelopment of strong

" individualistic values jneluding the desire to be one's own boss and

control one's own economic destiny, even among many wha will never act on
'“;heée feelings., This bhasic character trajit of American culture is bound
| to emerge {n a study of this type. Since our purpese is in part to assist

SEA-in defining the basic charactaeristics of Vietnam-era veterans who are

) ﬁ Eptential ugars of thelr programs and ‘services, our definition of

jjaépi:atinn needs to be & realistic and uyseful one. Thus, in the aspiring
_en;?epreneur group we have ineluded only those who have a high level of
' interest and have seriously considered ttarting thelr own business and
think 1t very likely that they will do so in the mneat future and have
_ ttaken”same steps in this direction. Such characteristics suggest they

' could become serious candidates for SBA assistamce.



The diappointed entrepreneur includes those who not only have stTORg
ﬂaspiratinﬁs but have tried without success to start their own businéas,
‘Thay May have put together a loan package or business plan and approached
VSBA‘or‘a bank for start=-up capital or taken other steps. Our task ls to
f héipfSBA determine the factors asgociated with lack of success.

The unsuccegsful entTepreneul includes those who were able to get a

‘business ~underway only to have it fall within the first three years.
' &g#in, our goal is to help SBA understand the factors associated with lack
:.ﬁf.shccess.

The successful entrepreneut includes those who currently own and

'gperate their own business and have been doing so for at least three years
',or who operated a previous business for at least three years and left that

business for reasons othar than economic fallure or personal stress. Qur

"f‘goallhere {5 to try to isolate the factors associated with success and to

undgrstand whether, and if so, how they differ from those assoclated with

L ‘dthe experiences of the disappointed and unsuccessful entrepreneurs.

: 'Samgle Developoent

Two primary considerations dictated the design of our research metho~

dology. The filrst was Qur i{nability to develop a representative gample nfl

. yietnam—era velerans at either a state or natiomal level, The resource

" peeded to do this, & 1ist of the universe (names and addresses) from which

. to draw a gample, does not exist. While both the Department of pefense

”"and the Veteran's Adminjistration have partial lists, the Privacy Act makes

‘access, prnblematic and, even if access were pained, the lack of complete-
'anSS and the lack of currency for addresses raises serious guestions as to

whether the resulting sample would be worth the effort Tequired.

e e



The second consideration was oul meed to ensure, for analytical
"purposes, that our study sample would include sufficient numbers of
'vete:ans with certaln entrepreneurial and demographic characteristics.,

fhis, was necessary, for example, in order to analyze the diffetences

' ".between the successful and unsuccéssful entreprensurs. It was also

f';gg;gssary, as our background discussion of Vietnam veterans in Chapter 1
' “éugéebts, in order to determine whether disability or minority status are
" 1m§ortant determinants of entrepreneurial success oOF of perceptions of
éérvice ipnstitutions.

" Thus in the absence of a total 1ist of potential respondents, OUF

methodology needed to guarantee a sample that would include sufficient

' numbers of each of the entrepreneurial types, as well as Black, Hispanic

* and disabled veterams, in order to achieve ouT study objectives.

\Ba;ed on these considerations we decided to work through the network
of majet pational yateran's groups (e.g. American Lagion, VFW) and the
"ngtioﬁal, gtate and local Vietnam=era veteran organizations springing up
- 1in eve?y state throughout the country. Some of the latter arTe government
spnnsored e.p. state commissions and the Vietnam Veteran Leadership
';Program, while others are voluntary assoclations.

We secured the cooperation af leaders im a repregentative number of
these prganizations in each of the states included in our study. Through
_theif knowledge and special relationship to thelr members we ware able to

gain access to a sample suitable for our puTposes.

| fhe study was carried out in two phases: a pilot phase in
Maésachusetts and an expanded phase in ﬁew York, Ohio amd Texas. This
' Enabled the study team to test and Tefine our sample development and data
fqolleation techniques ¢lose to home (Massachusetts) at pinioum cost befors

moving into the other states.



- 'We took a number of factotrs into econsideration in selecting the three

"“fexpaﬁsion'scates. These included:

geographic location = we wanted to include states from f£our different

. £edqral reglions.

’ecnﬁnﬁic characteristics = purt goal was toO ipelude states vith
gomewhat different industry mixes.

characteristics of wveteran population = we wanted to make sutre that
we reached srates with cizable Black and Hispanic yateran

~ populations.

yeterans' n:ganizational jpfrastructure — Wwe gelected states where
Yietnam veterans have succeeded 4n developing 2 nupber of active

. . organizations.

cost to study - once the preceding eriteria had applied, it made .
sense to avoid, 1f possible, states located a great distance from our
study headquarters in order to minimize travel related £oStE.

our total sample consisted of 472 respondents in four states:?

Massachusetts, New York, Onle and Texas, Once We gained the conperatinnf

" of the leaders of the various vateran organizations, W& generated our

' gample using a combination of techniques. They included:

IiUEin

attending pembership peetings where we described the study, acked for
volunteers and distributed questionnaires. !

publishing an announcement of the study and an {nvitation €O parti-
cipate in the nrganization's newsletter OT posting it in their
meating hall.

mailing 2 degcription of the gtudy to 2 total sample or
rqpresentative sample of their pembership with & return postcard for
those interested.

wailing a number of study descriptions and return postcards tO the
jeadership who in turn distributed them to members.

asking respondents to include on thelr questionnaire the names and
addresses of other Vietnam—era veéterans who they thought might be
interested in par:icipating and to .whom we then sent an invitation
and returh postcard. .

g these techniques we Wweleé able, with the help of the organization

1eaders, to locate and attract gufficient numbers of each entrEpreneurial



. type as well as minority and Jdisabled veterans to participate in the

studf.s‘

- Instrument Design and Data Collection

The data for this erudy were collected using two distinct but
:}ntegfapgd methodologies: 2 questinnnaire—based gurvey supplemented by
Ttwélsets of in=-depth interviews. One set af interviews was conducted with

' ve;erans_who were members of ouT guestionnaire sample, the second set was
- _Eénducted with persons Wwe refer to as jnstitutional decision-makers.
a Thgée. é;e people in key positions in Congress, the gBA and finmancial
.'finstitdtinns wvho play a critical role in shaping and liniting

“eﬁ;:épreneurial oppertunities for veterans.
The questionnaire was constructe@ of both fixed choice and open—ended
_”ﬁﬁestionﬂ and required from 15 to 35 minutes to complete, depending omn the
i‘extent of a person's business experience. It was designed to be

sélf;administered and consisted of four sections:

‘s Gection I: Military Background

" & Section II: Interests and Aspirations This section Was completed
‘ only by regpondents  who had no antrepreneurial experience and was
designed to measure their level of aspiration,

¢ Section IIIL: Business Experience This section was completed only
by those who had at least tried to start their own business and was
desgipned to help us understand the factors associated with success
and lack of suecess a8 well as the extent and nature of their
experiences with governmental and private seftor institutions and
their perceptions of these institutions.

9 There is one pxception to this which we will discusg in Chaptel by
put it did not pose an {nsurmountable problem.
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‘s ‘Section IV: Other Persenal, Pamily and Military Background This

. gection asked for the =tandard demographic and background
information, e.g. Bex, race, education, incoeme, It also asked a few
questions about their Vietnanm experience.

:7:“A-;ump12té copy of the questionnaire 1is ineluded as Attachment E to this

-fﬁrepnrt. ’ .

| WEISElECtEd 60 veterans, who had completed our questinnnaire,lfnr
iﬁjaapth interviews based on five criteria:

'; fentrgpreneurial type
" @ minority status

¢ whether or not they guffered from a disability

@ the extent and nature of their experience with governmental institu=
tions, especially the SBA

o the extent and nature of their experlemce with private sector
institutions

, Thu; nuf goal was to include in our interview zample veterams with the
"5fui1 range of entrepreneurial  experiences and experlences with
‘ gp§ernmehta1 and private sector institutions (particularly SBA and the

bapks) representing all races and including some disabled veterans,

| Each interview was taped and lasted from 45 - 90 miﬁutes.g While
-all {nterviews covered some CORDOD Aareas, the focus of these interviews
_‘varied depending on the reasons for selecting a particular veteran to be
ihtervigwed. For example, with a disabled veteran we would explore the

: o qblé, if any, his disability has played in his entrepreneurial experience.
ﬁith veté?ans who had particularly unsatisfying experiences with the SBA
 ‘ we probed to determine what the real source of dissatisfaction was and

. what, 4f anything, c¢ould have been done to improve the situation.

J A few of the interviews were conducted by telephone and were not
taped.



' We have not included a separate analysis of these intervievs in this

‘report, rather we have used them to help us to arrive at a fuller

"ehderetandihg of the questionnaire data and Lo help us avold

Ny mieinterpreretion of our survey findings.

The data from the questionnaire and the in-depth interviews with

lfvererens enable us to view the entrepreneurial world from the perspective

ref the Vietnam veteran, But {f the SBA is to develop a realistic overall

rngrem strategy that responds to the varied needs of veterans then it is

E  neceseery‘tu understand the point of view of some of the decision makers

who play a key role in shaping and 1imiting entrepreneurial opportunities
for veterans. -

Ve ueed ocur interviews with institutional decision makers to learn

-wﬁet‘rheir gxperience with veterans had been and what their preceptions

are of the interests and needs of Vietnam veterans. We were interested in

" how they viewed their respongibilities to this group and what they thought

. was feasible and desirable in terms of programs and services.

We selected 26 decision makers from four s8tates and from
Congressional offices for these interviews. They ineludee SBA offilcials
from headquarters, regional and district offices; members af the Senier

Corpe of Retired Executlves (SCORE); counselors In gmall Business

' Develupmenr Centers (SBDC s); officlals of state agencies involved in
. delivering cervices to veteransj bank loan officers; and Congressional
?eidee from key Congressional committees, Our analysis of these interviews

‘- {g included as Attachment F to this report.



‘ E;ta«frocessing and Analysis

.‘As'questiunnaires were received they were reviewed for completemess

‘ \‘éndfa;bura;j. In those instances in which there were inappropriate gapé

. er respunseé that could mot be coded for statistical analysis, an effort

“’Waé made to reach the respondent by telephone for clarification. '
- The next step was to code the open ended questions and recode severél
:1'of ;he fixed choice questions. In doing this coding we took into
‘zcansideratinn the overall objectives of the study. It was jmpertant to
ﬂmake the categories for our variables reflect what was in the data and at
“the game time make them relevant to the questions most central to the

© etudy.

As the first phase of our data analysils we looked at our results one

' variaple at a time. This univariate analysis was based on frequency

*“‘disﬁribuﬁions and the various statistics sgsociated with such data (e.g8.,

ansures of assoclation and dispersion). These frequencles weré used for
L al.varietj of purposes. One was to describe éur gample and make
‘aumparisnns with the national population of vietnan veierans. These
comparisons are important for assessing possible sources of bias in our

sapple. Much of this analysis is presented in Chapter 3., Another usé of

. this univariate analysis was to obtain descriptive information for each

- guestion 1in the study. In many cases the £frequendy data represent

,1mportant findings reported in Chapter 4.
A second phase of the data analysis called for examination of the
\gbivariéte (two variable) relationships between oul variables. Here we
" examined the relationship between our kéy dependent variables (e.g., level
L of -aspiration, entrepreneurial success, etc.) and our independent

. variables (e.8., 1evel of education, minority status, disabllity status;



 9;¢.3. in this analysis we made useé of Pearson correlation coefficlents
“45F§é11 as various measures of rank-order (monparametric) ecorrelation such
aéfspearman s rho coefficient., We made extensive use of the measures of
 assnciation available for bivariate contingency tables, in particular
Kgndall g Tau b and Tau ¢ ag well as the gammd coefficient, We also

onside:ed the chi-squaze statistic and various measures of assoclation

U hased on chi-square. This pivariate analysis had two major objectives.

'”'Qne.was to isclate the ipportant bivariate relationships, Many of these
‘1ﬁurﬁgd out to be important findings which are reported im Chapter 4. 4
‘iseeoﬁd‘ubjective was to determine which of these bivariate relationshipe
“required further study using various pultivatiate procedures.

.*?hg third phase of ouT data analysis called for the use of
‘ :mu;fiyariate procedures. Multivariate analysis refers to an analysis In
"[which threé or more variables are raken into consideration at the same

:Fime.‘ Typically the foeus is on agsegsing the impact of one variable on
“;nother while controlling for the affects of one or more additional
‘yarlablas. Where we were interested in considering only one control
;Ivérigble; we generally used a multivariate version of contingency table
‘iahélysis. When we were interested in controlling for several variables at
f:helsgme time, we found discriminant analysis mest uzeful.

Disc:iminant analysis is a procedure that is in many respects similar

. to mu;tiple regression, but it can be used in situatione in wvhich tha

- dependent variable of interest is categorical or mominal (e.g., variables
,sgch ag 'disabllity and entteprenEurial type) rather than continuous or
F;ptervai (e.g. age or years of experience). As many of the dependent
variables of interest in the present study are categnricai, discriminant

'éna;ysis hag proven to be more useful than multiple regression analysis.

" As in ‘the case of wmultiple regression the coefficients obtained in

18



discriminant function analysis provide an estimate of the relative

gpréﬁgth« of the effect of a particular predictor controlling for the
effects b the other predictors in the same equation.

3 ‘ There are many reasons for doing multivariate analysis, One reasom
”hﬂié to determine whether c;rtain key bivariate relationships hold up or
| jturn %ut to be spurious when appropriate cauzally prior variables are
pgntfolled. For example, we tould find a relatively stromg relationship
. 5bE;u§en'membership in Vietnam veterans groups aqd entrepreneurial suceess,
‘one that.shows that members are moTe 1ikely to be unsuceessful. Before
concluding, however, that membership in such groups somehow contributes to

1’£ailure in small business, we institute controls for several variables

“‘Bﬂch as education, experience and disability which are. ecausally prier to

menbership in a group. Az a result of this multivariate analysis we might '
«'discove; that disabled veterans are much more likely to join such groups

and that disebility is more strongly associated with lack of suceess than

"islmemﬂership.

Anﬁther reason for doing multivariate analysis is to specify the
'caﬂditions under which a particular bivariate relationship is stronger or
Qeaker. For example, we might find that service in Vietnam is strongly
;alated to level of entrepreneurial aspiration where those who served tend

D_:q have stronger aspirations. Yet when we control for education we night

£ind that the relatiomship between Vietnanm duty and aspiratiom is actually
. very strong for veterans with louer levels of education and nom-existent

for those with higher levels of education.




The ;hird major use of multivariate analysis 1s to 885e86E the

magnitude of the effects of predictors controlling for geveral other

variables\at +he same time. For example, we might discover that minoTity

 5ta:ué; education, employmﬂﬁt gtatus, occupation, and several ather
variables are all associated with level of aspiration. We could control

aeveral’oflnhese at once using digseriminant function analysis to deternine

the relative strength of each as 2 predictoT of aspiration.



Chapter 3: Deseription of Sample

Qur main study sample consists of 472 Vietpam=era veterans from four
aégtés:  Massachusetts (n=£19), New York (m=93), Ohio (n=77), and Texas
‘(nfSSD. Each respondent.compieted a copy of the questionnaire describad
in:Chap:ér 2. In this chapter we describe our sample in teTms of military
"bagkgrnuqd and experlence, petsonal and family background and buslness

‘éxperience. Whera comparative data are available we will use it to
‘comﬁare:our gample with the total Vietnam—era veteran population and, in a
.“‘fEW";as;s, with the U,s. populatiom,
| This use of comparative data will enable us to better judge the

extent to whiech our sample 31s representative of vietnam—era veterans iu

: gene:alland thus avoid making any unwarranted generalizations based on our

findings.

Military Background and Experience

‘wé,asked our respondents what branch of service they were in. Tablel
1 shows the distributlon of their responses and also presents comparative;
data for the total population of Vietnam-era veterans.lo As Table 1
Iindica?es, veterans who served in the Army and Marine Corps aré

 gverrepresented {n our sample while those whe gserved in the Air Force and

-+ Navy are underrepresented.

10 Because of the need for the frequent use of the term "Vietnam-era

' yeteran” and beeause this is the primary veteranm ZIoup dealt with in this

.. study, we will simplify and save space by using the term vyeteran” except
in these few cases where it could result 1in misunderstanding. :
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hese differencas probably reflect the differences In menbership in
\;vétérans organizations - particularly vietnam veteran organizations -
- thrnugh wvhich we developed our sample. gixty-seven percent of our

. respnndents indicated they are a member of onme or motre Vietnag-era vetera:n

g grnups and 47% are members of one or more of the other veteran ETOUPRS,

" 'such as the American Legion or AmVets. Membership in these organizations
may ~im turn reflect differences between the branches imn military

gxperience ‘during the Vietnam“era. Based on their experience, Army and

* ‘fQMarine Corps veterans may feel a stronget need for the camaraderie and

' support that veterans gTroups <an provide.

TABLE 1

PERCENT OF RESPONDENTS
AND OF TOTAL VIEINAM-LRA VETERAN POPULATION
IN EACH BRANCH OF SERVICE

Study Total VEV
Branch Sample (%) Population 3N
Alr Force 12 18
Army 58 50
Coast Guard 1 1
' Marine Corps 16 10
_ Navy 13 21
100 100
(n = 472)

3 gpurce: VA: Data on vietnam—Era Veterans, séptember 1981,
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T . We also.asked our respondents what their highest rank was., Based on
Lthgit fesponses there appears to be no difference between our sample and
'gﬁe‘pptal_pnpulation. Ninety-two percent of our sample were enlisted and
.ufﬁil ge;veg_ as offlcers. The compar#ble percentages for the total
"pbﬁulation are 93% and 7%.11
Membefs of our sample served a medlan of 36 months in the military
“fﬂiffefing 1ittle from the total population median of 36.9 months. On the
i'bther hand, there is a large difference between these two groups in terms
nf'the proportion who gorved in Vietnam. Saventy-nine percent of our
. gample, ‘but only 32% of the total Vietnam—era population, served in
“.;V;gtném. Here again this probably reflects a difference in who jolns
:Vietnam veteran organizations which in turn reflects differences In
‘:.ﬁiiifary experience.
~ 0f those in our sample who served in Vietnam, 85% reported they
éqrved in units assigned to combat. Their median tour of duty in Vietnam
. was 12.1 months. It seems clear that we have succeeded in including in |
.ﬁurlsamplé a large number of Vietnam veterans with combat gxperien:e.
As might be expected, this also means we have included a sizeable :
‘nuﬁpér of disabled veterans. As we mentioned in Chapter 1, one of the'
'opjecﬁi#es of this study is to determine whether any gpecial measures are%
-héeded to assist the disabled veteran in their entrepreneurial efforts.
I*«Thirtyfthree percent of our sample report some depree of disability. Thisf
g islcompared to only 7% of the total Vietnam-—era veteran population. Table:

2 shows the degree of disability for members of our sample and the

1; Unless otherwise indicated, all statistics on the total population
of Viétnam-era veterans are estimates developed by the VA, office of
Information Management and Statistics and published in their report: Data

”\] on Vietnam Era Veterans, September 1983.
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‘comparable percentages for all disabled Vietnam-era vererans as ¢classified

by the Veterans' Administratien.

TABLE 2

PERCENT OF DISABILITY OF RESPONDENTS
AND OF ALL DISABLED VIETNAM-ERA VETERANS

Percent $tudy Total VEV
Digability sample (%) Fopulation (%)
g - 10 42 40
20 = 40 36 38
50 = 70 12 13
.80 =100 10 9
100 100
(n = 148)

2 gopurce: VA: Data on vietnam=Era Veterans, September, 1983,

‘-:The figures 4in Table 2 show 2 remarkable sipilarity between the two
| gtnups.' gaventy-eight percent of both groups gsuffer from a disability of
| hﬂz,nr less.
| Because 1t could be related to entrepreneurial success, we also asked
: :members of our sample to briefly deseribe the nature of their disabiliry.
The Veterans Administration classifies disabilities {nto three types:
,‘tuberculosis, lungs and pleura; psychiatric and neurologicalj and general
‘mgdical and surgical. The psychiatric clagsification {includes cases
diagnosed as post=Traumatic Stress Syndrome (PTSD)} while the general
ﬁ;dicai and surgical includer amputees and paraplegics.

Table 3 compaTes the types of disabilities of members of our sample

‘with those of the total Vietnam-era veteran population. pasad on this



- data and-the data presented in Table 2 it appears that in terms of degree

1iandf type of disability, our gample elosely represgents the total

population.
] - TABLE 3
PERCENT OF DISABLED MEMBERS OF STUDY SAMPLE
WITH EACH TYPE OF DISABILITY COMPARED WITH
TOTAL VIETNAM-ERA VETERAN POPULATION
. Type of Study Total VEV
Disability Sample (%) Population (Z)
. Psyehiatric,
Neurelogical 17 18
Ganeral Medicgl
and Surgical 69 82
Both 14 —
100 100
(n = 156)

@ Jass than .5% of all disabled are classified as suffering from
. tuberculosis, lungs, and pleura and ate included in the general medical
and surgical category, '

b Gave description of disability that included both psychiatric ot
- neurological problems as well as general medical and surgical.

Fiﬁally, we asked our respondents to indicate the type of discharge .
‘théy received: honorable, general, medical or other., Table 4 shows that
a on this measyre there is effectively no difference between members of our

”qample and the total Viegtnam—era veteran papulatiun.i The slight
differepne in the percent with "bad"” discharges could t;flect the result:
\" of feqﬁests for upgrading these discharges after veterans have returned to

" eivilian life.




TABLE 4

PERCENT OF STUDY SAMPLE RECEIVING EACH TYPE OF DISCHARGE
' COMPARED WITH TOTAL VIETNAM-ERA POPULATION

Type of . Study Total VEV
Dlscharge Szmple (%) topulation (X
Honorable 93 92
General 3 1
Medical 5 ’ 4
gther b 1. : 4

100 ~100

(n = 472)

3 , general discharze is clagsified as an Honorable discharge

b.Includes, Bad Conduct, Undesirable, and Dishenorable discharges

In summary, we can say that in terms of wmilitary background and
experience, oOur study sample 1z very gimilar to the total populatien of
ﬁietnamnera veterans as peasured by highest rank achieved, length of time
:1n;5ervi:e, degree and type of disability and type of discharge rece;ved.
On the other hand, we have, by design, included a dispropertionate number
nf'disabled veterans, those who sarved in Vietnam and who are now members
' pf veterans' organizations. 1t will be dmportant %o keep these

‘gimilarities 2nd differences in mind when analyzing the data.

personal and Family Background

We asked our respondents & number of questions about their personal

and family packground including their age, Trace, aducation, income and



marital status, This information will be useful in our effort to

. determine the best predictors of entrepreneurial success and In

' understanding veterans' perceptions of and experiences with such
1ﬁ§titutions a= banks and the SBA. |
| _Btudies showgthat men more than women and persong between the ages of
" 36 and 55 are manIPrEdISQOEEd to choose entrepreneurship as a career.12
‘Rinéty—eight percent of our sample iz male, which 1is roughly the same as
?the prnpﬁrpion of all Vietnam—era veterans (97%), Their average age is
_37;2 years which is also about equal to that of the total Vietnam-era
'tvéteran population, Table 4A shows that almost half of our sample (48%)
r%fe betwéen the ages of 35 and 37. Sixty-five percent fall within the 36

- 55 age range that are the most likely candidates for entrepreneurial

‘eareers. .

TAELE 4A

DISTRIBUTION OF RESPONDENTS BY AGE

Age Range Number Percent
25 = 32 32 7
33 - 34 52 11
35 = 37 225 48
38 - 42 118 25
43 = 65 41 9
766 100
Average Age: 37,2

12 SPA, The State of Small PBusiness, 1984, p.372.
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The U.S. Department of Commerce rTeports that the 1ikelihood of

-ﬁemheré. of racial groups becomling entTeprensurs {g in the following

_:rank—order- (1} White (2) Asian (3) Hispanic and (4) Black. 13 That there

'-»-15 a strong relationship between minority status and economic opportunity

{n our soclety has been throughly documented, Fart of our interest in

Cﬁapter 4 will be to learn from oul data the extent to which membership in

;a‘minotity group is related to aspirations and entrep:eneurial success for

. yeterans.

; gixteen percent of our sample, a5 shown in Table 5, consisis of

‘:"minurity group members: 10% Blacks 4% Rispanic; and 2% American Indian and

ct.hars ‘The comparison in Table 5 with the total Vietnap-era veterad

populatiun shows that our sample is quite representative in this regard.

13 SRA, The State of Small Pusiness, 1984, p.372.




TABLE 3
COMPARISON OF STUDY SAMPLE WITH

TOTAL VIETNAM-ERA VETERAN POFULATION
BY RAGE AKD HISPANIC BACK.GROUND

' Study Total VEV
Group $ample {5 Population (2)
White ° B4 - 87
Black 10 9
Hispanic 4 ‘ 4
pther ' : 2 Unknewn
| BUCE 160

(n = 472)

2 poes not include Hispanics.



We aiso asked each respondent to describe their current or (if unem-
” pleyed} their normal occupation, Table 54 shows that 44% of our sample

M“dgécribe themselves as professional or managerial while 41% arte normally

‘' employed in blue collar pesitiens.

TABLE 54

DISTRIBUTION OF RESPONDENTS BY OCCUPATION

Occupation Number Percent
Professional/Managerial 199 F¥A
Sales/Clerical 67 15
Craft Workers 93 20
Laborers = 95 21

—ast oo

a‘Iﬁaludes opervatives, farm labarers, service workers,
household workers and other semi or unskilled laborers,

}UnEmployment can be both an obstacle to and an incentive for self=
eﬁployment. The average unemployment rtate for all Vietnam=era veterans
'f{éuring the third guarter of 1983 was 7.5k, The percent of our sample who
aré' unemployed a year later is 13.0%.1A Among other things we will

"explore the extent to which unemployed veterans aspire to be

" anttepreneurs.

o 14 The percent describing themselves as unenmployed in our sample was
_actually 17.6%, However, we adjusted this to make it comparable with the

1_'nationa1 rate., This adjustment congisted of excluding students and those

with a disability of 50% or more. Exact comparisons are mot possible
‘since we do not ask whether these veterans were actively seeking work.
However, based on our approximation, it iz probably safe to conclude that

"_ upemployed veterans are overrepresented in our sample.,



: Family income can be an ilmportant source of capital for small
\ﬁentetpfises. The median family income of our respondents in 1983 was

'$27,936i‘. This compares with a median of $28,670 for all Vietnam—era
h:'Qgte:ans in 1983.15 the official 1983 poverty level wvas §9,300. While 62
';;f the Vietnam-era veteran populatidn fell below this level, 12% of our
‘sample earned below §10,000.

Studies show that among the factors that influence choice "of an

entrepreneurial career are marital status and number of dependents. One

”““‘of the findings is that family heads with ome or two children and a

ﬁorking.spuuse are strong candidates to hecome entrepreneurs.16 In Table

-6, we prasent data cemparing the marital status of members of our sample

with that of all Vietnam—ela veterans. It shows that divorced vetetrans

are overrepresented and married veterans slightly underrepresented in our

.sample.

13 The natlonal data on pedian income come from the VA document :
Annual Report 1983, p.7. We caleulated the median family income only for
“Family heads 45 and younger for comparative purposes gince this was the
“basis on which the national figure was calculated. However, it should be
pointed out that this group represents 79% of our sample.

16 §BA, The State of $mall Business, p.372.




TABLE 6

COMPARISON OF STUDY SAMPLE WITH
TOTAL VIETNAM=-ERA VETERAN POPULATION
BY MARITAL STATUS

Marital ., Study Total VEV
gtatus sample (2) Population (%)
Married 69 74
: ’Never Married 12 13
. geparated 3 3
| pivnrced 16 9
 0therE % *
| 100 100
(o = 472)

2 Legs than 1% are widowed or living together.

Table 7 presents the data on number of dependents. It shows that 45%

“of our sample fall into the group having one or twe children.  AS

f"‘men;ioned earlier, this group wumay be more 1likely thanm others to choose

entrepreneurship as a career.



TABLE 7

PERCENT HAVING SPECIFIED NUMBER
OF DEPENDENTS IN STUDY SAMPLE

. Number of :
Dapendents Percent
None 17
One 13
2 =3 45
4 or More | 23
100

Formal education is one source of the knowledge and gkills that can
contribute to entreprenevrial suUCCEsS. “able 8 presents data on the
.feducat;onal achievements of members of our sample and for all vVietnam-era
. weterans. It Teveals some differences between the twa groups and shows
our sample tO be somewhat mere gducated than yietnam=era veterans in
gane?a}. The primary difference is between the percentage in each group
with only a high echool education and with legs than four years of

~college. Thiz is probably due in part to the greater tendency of the more

. thhly educated to participate in surveys of this type. 1t is important

" that this difference be kept in mind wvhen we discuss findings related to

- education.



TABLE §

EDUCATIONAL ACHIEVEMENT OF MEMBERS OF STUDY SAMPLE
AND OF TOTAL VIETNAM-ERA VETERAN POPULATION

. . Study Total VEV
Achievement ' Sample (%) Population (&)
‘Less than High School 2 8
High School 23 &3
Some College 45 27
College: 4 yrs. or MOI& k1 22

100 100
(n = 472)

Si?ee it is quite possible that formal education in busimess or &
business related field could be an important determinant of success in
lhesiness, we eeked our respondents whether they had acquired . sueh
mducation. gixteen percent of our sample said they have either an

'endergreduate nr'greduete degree in a busimess related field. Another 7%
~ said ehey had taken "some courses” in a3 business related field.
. Comparative data from the total population is mot avallable, however, itl
would ﬁ:obably show a much lower percentage.

In summary, Wwe ¢an say that our sample 1is similer to the total
population of Vietnam-era Veterans in terms of age, gander, pinority
ﬂetatue and family income, On the other hand, the unemployed veteran is
overrepresented, divorced veterans eveerepreeented, and* members of our
-semple'have conmpleted more education than Vietnam—era veterans in generel,
Here too it will be {mportant to take these differences into consideration

when analyzing our study results,



" Business Experience

tIn 'chtinn 3 of the questionnaire, we agked veterans to describe
f ftheir'current and ﬁext most're?ent experience in either trying to start or
ufyin’actively operating a small business. Their Tresponses show that 6274
:, havé had some entrepreneurial experience. A furthar breakdown raveals

dgthat 41% of our study sample are currently starting or operating thelr owm

business. An additional 21%, while no longer self-employed, had been 50

in the past. At least 9% of opur sample have been involved in two OT moTIe

. different entrepreneurial ventures.

As we discussed earlier, the objectives of this study require that we

”include in our study sample gufficient numbers of successful and

' '4‘unsuqceésfu1 entrepreneurs to enable us to statistically compare these two

: groups and analyze the differences between them. In addition, we are

" interested in the level of entrepreneurial aspiration among those without

' any business experience.

Tﬂe 624 of our sample with some entrepreneurial experience include a
nizéble number of suceessfiu}l entrepreneurs. Among the 21% who were omnce
"in business hut'a:e no longer we will select out the unsuecessful and

disappointed entrepreneurs for further analysis. Finally, we will focus

‘on the 38Z of our sample without any business experience in order to study

the extent and focus of their entrepreneurial aspirations; their reasons

. for wanting oT not wanting to be in business for themselves; and the types

~of agsistance they might need if and when they attempt to start their own
‘business.

rTable 9 shows the distribution of each of the entrepreneurial types

" in our sample. The data show that 17% are entrepreneurs Wwho have



”'successfully operated a busipess for three or more Yyears. Seven percent,
‘the unsucesssful, were able to get a business started but saw it fail

Hwithiﬁ‘tha first three years. Five percent tried to grart their own
',tﬁuginéss put were unable to (the disappointed), and 54 are in the
ﬁeginning stages of their first experience as an owvner—oparator.

'f”Tweh;y—niﬁe percent have a moderate to strong interest in opening a small

,husineas " (the aspiring). The remainder of the sample are either

- uninterested or have a very slight interest in self-employment; have

"nperated their own business successfully in the past but fer fewer than

three years and thus are excluded from the successful entrepreneul

‘_ﬂcategury' or did not otherwise meet the rather striet criteria we used to

'.3Uinc1ude a person in ome of the four major categoTies. The use of fairly

fnarrnw- definitions for each type is desirable for- analytical purposes
since it will help to sharpen the differences between groups of

respondents.
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TABLE 9

, DISTRIBUTION OF ENTREPRENEURIAL TYPES IN STUDY SAMPLE

Type Z Number Percent

With Entrepreneurial Exparience

Successful ' 81 17
Unsuccessful j 31 7
Hﬁisappointed | 24 ‘ 5
'fBegiﬁner : 2# 5
’Nun—glassifiahle 132 28

With No Entrepreneurial Experience

- Aspiring {Strong) 42 9
. Aspiring (Moderate) a7 20
Uninterested 40 9
472 100

a

: The distinction between strong and moderate aspirations will be
‘digscussed in Sectien A, Chapter 4.

b Includes all respondents who do mot £it into one of the other
categories.
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, Chapter 4! Analysis of Data and Presentation of Findings

In Chapter 2 we outlined ouT three phase approach to analysis of the
7 wéa£a: a ,univariate analysis of each variable followed by & bivariate
ffaﬁélysis of relationships betweel key variables and, when appropriate,
multivariate analysis using contingency tables with a single control
‘ vqriable :andlor discriminant funation analysis foT controlling several
' yariables at once. In this chapter, where we présent our analysis and
ﬁajér findings, we i1l follow this analytical scheme.

The chapteT iﬁ arranged in five sections. As described in Chapter 1,
“”:they are: |

,"'f gection A: entrepreneurial aspirations of Vietnam-era veterans

. gﬁggiggﬂgz characteristics of veteran—owned businesses

s Section C: Ekarlence with and perceptions of SBA and private
sector jpetitutions

. o Sectiom D jcnmparison of successful and unsuccessful entrepreneurs
e Section E! disabled veterans and entrepreneurship
. Tn each section we will conduct our analyses, present and discuss oul

" findings.

A EEFIEPreneurial Aspirations of vietnam—Era Veterans

Ae discussed im Chapter 1, ome of the specific objectivas‘uf this
study {g to determine the extent to which Vietnam—era veterans asplre to
become small business owvners and operaters. gince We wgre not able tao
develop a true random sample of veterans We have designed an alternative
procedure for estimating the extent of entrepreneurial aspirations in the
 *t0tai veteran-population. This involves jdentifying some of the primary

characteristics of weterans with strong aspirations and, based on ourt
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_knohle@ge of the incidence of these characteristics in the total

Vig;ﬁam-e?a veteran population, developing estimates of the proportion of

Vietﬁém—era veterans who could be considered as aspiring entreprenéurs. A

"detailed description of this procedure is contained in Attachment H.

In Chaptar 2 we noted that the desire to be in business for oneself

s 11nked closely with the basic cluster of American values that revolve

f arounq iﬁdividualism and capitalism. Any survey of this type is bound to
K tap‘ into those values. Since we want to identify veterans who can
:ealistically be considered as potential entrepreneuls and users of EBA
‘_services,‘we need to define the aspiring entrepreneur in suéh a way that
| we do mot include every veteran who at one time or another has felt it

7‘w9uld be mice to be his own boss.

To ensure that out definition be a useful one, we constructed an

additive scale based om five questions in the questionnaire.17 A scoré

 was then caleulated for each respondent based on their responses to these

ﬂ “questions. We then divided the distribution of scores into three

\categnries or levels of aspiration: weak,‘modérate, and strong. The

résulting variable, the level of aspiration,. can nov be used as the
dependent variable for analytical purposes.

We remind the reader that our total sample consists of 472 cases, Of

'~ these, 292 have had some entrepreneurial experience and were instructed to

skip Section 2 in the questionnaire where the questions on agpiration were

. located. The remaining 180, 38% of our sample, who reported na

' entrepreneurial experience were asked to complete gection 2., This is the

group whose responses the present analysis is based on.

17 A more getailed description of the construction of this gcale can

‘ba found in Attachment G.

17
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 Wa first aske& the "no experience” respondents to jndicate their

f:ideal‘ form of epployment ranging from fully galf-employed to fully
':famp}oyed by others' in a large enterprise. Table 10 summarizes thelz

grgsponsesg It shows that 60% of this group would ideally like tO be

full-time entrepreneurs while another 22% would choose gelf-employment OO0

' a part-time basis. only 18% repert Ro {nterest at all in self-employment.

TABLE 10

TDEAL FORM OF EMPLOYMENT FOR VIETNAH—ERA VETERANG
WITH NO ENTREPRENEURIAL EXPERIENCE
(n = 180)

Form of
Employment Percent

r_;ully salf-employed ‘
ip a small business &0

Hajor part—timg
self-employed 14

MineT part—tim%
self-employed 3

An employee in
spall business 13

jAn enployee in c
large organization 3

100

L |

, & 1ne exact wording Was "gal f-employed part—-time and employed by
others part-time put with the major portion of my dincome coming from

mself*employment."

® rhe exact wording was ngelf-gmployed part-time and employed bY

© pthers part—timé but earning the ma jor portion of my income from being
‘employed bY others.”

€ rhe exdct wordlng was “Fully employed by others in a large business
0T other type of organization, e.g government OT non-profit agency.
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"fhis chould not surprise us, Because of the purpese of our study we
7‘,§n déubt,attracte& veterans as participants who would have some interest
"f‘in'eﬂtrepreneurship. Thus these descriptive statistics reveal the extent
.af bias; in our Isample. The snalytical task {e to understand what
‘ﬁistiﬁguishes therstrong aaéirants from the other groups and to attempt to
‘ﬁévalop some Eéasonable estimates of their distribution in the general
7pnpui$tinn of Vietnam—era veterans.

what are the motives that make self-employment attractive to veterans
. apd what are the disincentives that could discourage them from making the
'effurt? We asked two questions designed to elicit information on motives
‘and disincentives (see Question 12 and 13 in Attachment E). One asked
them  to rank ;n order of importance five potential benefits of
sélf-employment ‘and the other agked them to do the sane with four

. potential drawbacks. Thelr responses are cupmarized in Tables 11 and 12.

These tables show that being one's own boss (independence and

freedom) is seeﬁ as the primary advantage while financial jnsecurity is
”‘felt to be theé major disadvantage. The least important motive Wwas

_leadership opportunity and the disincentive that wnrrieh them the least

s the prospect of being an authorify figure rather than a co-worker.
Interestingly enough, based om the responses to these questions, nelther
long hours nor:higher ineome are the primary concerns of a majoricy of

‘respondents.

——



TABLE 11

ADVANTAGES OF SELF-EMPLOYMENT
RANKED IN ORDER OF IMPORTANCE

(n = 180)
Rank (%)
o Average
‘Advantage : st 2nd 3rd 4th 5th Total Rank
| precton * B TR 1 13 14 9 100 2.36
challenge T | 25 | 2 31 17 6 100 2.57
fuigﬁér meome | 23 | 26 23 17 11 100 2.68
{Itﬁa:igtyland i _ )
Interest 13 15 19 32 21 100 3,33
Lﬂugﬁp’ 6 10 13 18 52 100 4,00

_ 2 The exact wording was “The independence and freedon of being my own
boss."

, b 1he exact wording was *the challenge of tryimg te succeed on my
CQWTL. -

" & The exact wording was “The opportunity to create jobs and exercise
'respops;bility for the working conditions and periormance of others.”
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TARLE 12

DISADVANTAGES OF SELF-EMPLOYMENT
RANKED IN ORDER OF IMPORTANCE

{n = 180)
’ . ~ Rank (%)
Yo ‘ Average

o Disadvantages 1st 2nd 3rd 4th Total Rank
Financial Insecurity | 64 21 11 4 100 1.55
lﬂc&:_ié:é:@t Pressure 20 48 28 4 100 2.16

. Long Hours 12 24 43 21 100 2,72
Authority Figure a 3 8 18 69 100 3,50

p—

- 3 The exact vording was “Having to be an authority figure rather than
e friend ot co-worker.”

The £focus in this section is on the level of entrepreneurial
aspiration and factors which might influence it, 1In Table 13 we show the
distribution of veterans on the aspiration scale we described garlier. It

‘shows that 22% have veak, 54% have moderate, and 24% have strong

'aspirations.
TABLE 13
LEVEL OF ASPIRATION OF VETERANS
WITH NO ENTREPRENEURIAL EXPERIENCE
Level Number _ Percent
Weak &0 ' 22
Moderate a7 ‘ : 54
' Strong 43 24
180 100
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Ws shought it would be interesting to know whether the motivations of
‘.ssrdng agpirants differed from those with weaker aspirations. We examined

- £hs'rslationship bstwssn these two variables by averaging the rank-ordered
lresﬁgnses to the two questions om advantages and dravbacks of

n:;ssif—smplsymsnt. The regults are presented {n Tables 14 and 13.

| .When we sxsmins Table 14 we gée that the motivations for

self-employment vary 1ittle by level of aspiration with one exception.

e ﬁChallsngs is lsss important to those with moderate aspirations than it is

- to the other Ewo groups. This is interesting because, based on their

" answers to ¢he questions that the ccale is based om, these veterans

do not ‘indicate ‘that they are doing of plan to do much to act on this'

interest. Cunvsrssly, veterans with StTOUE aspirations not only express

- stprsss a fairly strong interest in gelf-employment but at the same time

ipnterest but are preparing themselves to act on that interest. This

. jatter BIOUP of .stromg aspirants are motivated less by economic incentives

‘and more by the psychnlogical and achiavement based inssntivss of

:indspsndsnss, frssdsm and challenge. What this suggests is that the
sppsallof financial rewards alene is mot enough to propsl a wveteran ints
sﬁ entrsprensu:1sl career, For those who fssl that drive and gommitment
are swo of the most important keys to entrsptsnsurial success, this

finding might confirm that feeling.

When we look at the data on the disadvantages of gel f~employment in

. Table 15 we see that these disincentives do not vary at all by level of

*  agpiration. Einsncial jneecurity is the greatest concern for all three

groups. It {s interesting that fssr_of financial loss is stronger as’ ‘a

disincentive than {z the prospect of fimancial gain as an incentive,



TABLE 14

AVERAGE RANK AND RANK ORDER OF ADVARTAGES OF
SELF-EMPLOYMENT BY LEVEL OF ASPIRATION

) - Level of Aspiration
Wegk Moderate Strong
(n = 40) (n = 97) (n = 43)
[ Aver.a Rank Aver. Rank Aver, Rank
L Advantages Rank Order Rank order Rank order
Challenge © | 2.40 1 2.69 3 2.42 1
" Freedom ° 2.43 - 2 2,30 1 2.59 2
" RigHer Income | 2.80° 3 2.58 2 2,76 3
" Vatiety and .
| ‘Intefest 3.45° 4 3.24 4 3,41 A
Leadership © | 3-93 5 4.07 5 3,93 5

% Average rank based on 5 point scale with 1 being the most
.. important and 5 the least,

. _ b The exact wording was "The challenge of trying to succeed on my
oW
€ The exact wording was “fhe independence and freedom of being WY
. own boss.”

R d The exact wording was "The opportunity to ¢create jobs and
.. grarcise responsibility for the working conditions and performance of
others.”

——



TABLE 15

AVERAGE RANK AND RANK ORDER OF DISADVANTAGES OF
SELF-EMPLOYMENT BY LEVEL OF ASPIRATION

Level of Aspiration

L Average trank based
" important and 4 the least.

b

' Type. of Business

Weak Moderate 8trong
(n = 40Q) {n = 97) {n = 43)
o Aver. Rank Aver. | Rank - Aver, | Rank
: 'Wnigadvantages Rank Qrder Rank Order Rank Order
Financial In=
. saeurity . 1.55 1 1.54 1 1.56 1
' Constant
~ Pressure 2.20 2 2,09 Z 2,30 2
1 Long Hours 2.68 3 2.87 3 2.61 3
| Aughority,
" Figure ° 3.64 4 3.44 4 3.40 4
a2

on & point scale with 1 being the most

The exact wording was “Having to be an authority figure
. than a friend or co=worker." :

rather

. We also asked respondents who had no entrepreneurial experience to

‘describe the type of business the

vy would be interested in owning. We

then used the Department of Comperce's Standard Industrial

Classsification (SIC) system to

" digit) industry sectors.

“ ,disﬁribﬁted by level of aspiratiom,

code their responses into the nine (2

Table 16 summarizes their responses as

It shows little difference between

'_thpse with moderate and strong agpirations though the latter are more




likely to want to start a manufacturing f£irm or a business in fipance,
' jinsﬁ:ahce or real estate. Overall, Table 16 shows that 647 of veterans

aspire to own businesses in the retail or service sectors.

TABLE 16

TYPE OF BUSINESS ASPIRANTS ARE INTERESTED
IN OWNING BY LEVEL OF ASPIRATION

Level of Asbiration

'.ftype of Business 2 Moderate (%) Strong (4) Total

Agriculture, Forestry

,anleishing . 5 2 &

' Mining | 0 0 0

‘:lcgﬁstructipn ' 7 5 6

3 ﬁanhfacturing ' 10 16 13

- ‘Transportation ; 3 0 2

ﬂ#nlesale Trade | 3 2 2

. Retail Trade 37 33 35
Financé,‘lnsurance;

~ and Real Estate 5 14 10

E _l':sérvidgs | 30 28 29

| 100 “100 100

{(n = 60) (n = 43) (n =103}

« é Two digit SIC codes

. D gery few veterans with weak aspirations answered the question
" since they had little or no interest in owning a business.

[UEPUY
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. ﬁeed fér Assistance

- We next asked respondents who ware at least moderately sewious to

"'indicate the source from which they would expect to obtain their initial

finan;iugi&t capital if they were to try to start a business. Table 17

. ptesehts their rtesponses. It shows that about one~third of aspirants
) expe:t they would depend on either thelr savings or a government or bank
h loan for start—up ecaplital. The differences between veterans with strong

’-; &£§'mbderate aspirations are minimal.

TABLE 17

LIKELY SOURCE OF START-UP CAPITAL OR FINANCING
BY LEVEL OF ASPIRATION

Level of Aspiratlon

Source Moderate (%)a Strong (&)
Family or Friemds 7 13
Sawvings 32 32
Ga;ernment Agency ' 20 36
Venture Capital ' 6 '8
" Former Ownef 1 2
‘ B;nk Loan - 30 36
‘pther 3 0
pPon't Know . 23 30
(n = 69) {n = 42)

8 percentages add to more than 100 since respondents could
.ipdicate more than one Source.

While financlal TeSOUFCES are a fundamental ingredient of

» enﬁrepreneurial success, other non-financial types of knowledge and



. gkills Ere algo 1mportent. With this in mind we asked each veteran to

“ﬁindi:ete whether rhere were other types of assistance they would mneed

o eu& 4f so, what these would be. Sixty-eight percent of those'with

mederate 4] etreng aspireriene felt there were other forms of assistance
'r;;hey would need. Their responses are summarized in Table 18.
v 1is .clear thet accountlng is the area that most aspiring

entrepreneurs (67%) feel the need for help in. Thig is particularly

.Iv'truﬂ for the strong aepirents (742). The two other areas mentioned most

””frequently were manegement and marketing/sales. ‘However, those most
?’11ke1y to start their owvn business, the strongly aspiring, aIe less
:likely to feel 1nadequete {n these areas than are those with only

’moéerate espiretions;

TABLE 18

1YPES OF NON-FINANCIAL ASSISTANCE NEEDED BY
ASPIRIhG ENTREPRENEURS BY LEVEL OF ASPIRATION

lLevel of Aspiration

Iyee,ef Aeeistence Moderate (%)a strong (%) Total (%)
\3”Aeenunting ; 6L 74 67
| Marketing/sales 47 36 42
, ‘_ Management : 62 33 40
“»Lege} | 17 12 15
 ‘Texee : 9 2 6
: —m — ——
{n = 57) | n = 42) (n = 99)

8 fereentegee add to more than 100 since respondents could indicate

- pore than one LYp&-

&7
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. 'Finally, we asked veterans who completed this sectlion of the

‘quaétionnaire to list those agencles or jostitutions they were familiar

'u- with that _6ffer agsistance ‘in gtarting oT operating a business.

rhirty-eight percent responded that they knew of at least one agency OF

jpnegitution. Ninety percent of those answering ﬁentioned the 5BA while

19% mentioned -.s.ccnzc}:.18

. Characteristics of Veterans Who Aspire to Be Entreprensurs

;n a study prepared yecently by the U.S. Department of Commerce, it
HG§5‘faund'that a number of personal characteristics are associated with
'chniée of entrepreneurship as a career. Ihey included male gender; status
;s ‘heéﬁ . of household with one of two children and a working spouse;
é¥periepce {n non~blue collar, ponmanufacturing positions; being between
‘56 and 33 years of age; and having some pOst-secondary educatinn.l9 In
"ﬁur attémpt to discover the characteristics that até associated with
Lenifeprgneurial agpiration agong Vietnam—era veterans,' we used both
‘bivariate and multivariate techniques. During this process Ve looked at
' Ehe rel&tionship'between level of aspiration and a wide range of personal,

family -and pilitary background characteristice

1? This ma? be lowerl than the actual percentage who have heard of
SCORE since some respondents may have used SBA as a generic term to refer
to any of the agency's Programs.

18 U.5. Department of Commerce, Minority Business Development Agency,
An Econometric Analysis of Minority Entrepreneurship (Washington, D.C.:
‘Covernment FPrinting Otfice, September, 1983), Pp. 14 The summary of
-this gtudies' findings presented above {e taken from the gpA's annual
;;eynrt, The gtate of Small Business, March 1984, p. 372.
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"incthiﬁg those mentioned in the study by the Department of Commerce.zo

" In the remalnder of this section we present the results of this analysis.

‘Note on Method of Analysis

Before proceeding-with the core of our analysis a methodological note
K 15_ in order. Throughout .this chapter we will wuse two types of
multivariate gtatistical techniques: multivariate (3-way) contingency
ﬁéble#land discriminant funetiom analysis. As described in Chapter 2, the
'=usé of mgltivariate gontingency‘tables invelves examining the relationship
*bg;ween twe variables, €.8. javel of aspiratien and education while
'eontrolling for 2 third wvariable, e.8. minority status. Using this
' ‘example, the results of this analysis will enable us to draw ome of four
‘péssible conclusiong about a relationship:

(1) Minority sﬁa:us has no effect on the relationship and thus the
relationship is true as portrayed by the bivariate table and the
relationship is confirmed. '

(2} The relationship between agpiration and education becomes very
weak for all categories of the control variable and the control
variable 1s causally prior to both, Ve conclude that the
original ;elationship was spurious and ig due to the association
pbetween a . veteran's minority status and education.

f (3) The rela;ionship between aspiration and education becomes
stronger for one group of the control variable and weaker for the
other. We conclude that there 1is {nteraction between the twe
variables (education and minority status) and it becomes

important' toO specify why the relationship is grronger for one
ETOUp, .8 minorities than for the other, &.g. Whites.

o 20'In the initial stages we included all background variables from
the questionnaire except gender (see Attachment E)., We are not able to
examine the efiect of gender om aspiration due to the small number of
female veterans in our sub-sample (n=53).

49
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(4) The relationshlp berween aspiration and education becomes weaker
in all categories of the control variable when the comtrol
S variable is not cauzally prior, e.g. income. We conclude that
.y income is an intervening variable that mediates the effect of
L . aducation on aspiration level,
' ﬁ'%,In “additiom to ;hElping ne determine the mnature of a particulsr
L rélationshiﬁ,' we will use multivariate contingeney tables as a Wway of
-f gheeking to- see whether oversampling of particular groups might bias our
. findings. pisabled and unemployed veterans, more highly educated
"'weterans, those who served imn Vietnmam and those who are members of
;veteraﬁs’ofganizations ire overreptesented in our sample. For example,
'vétgrans who served in Vietnam represent 79% of the veterans in our
,éaﬁplé* bur they make up only 32% of all Vietnam veterans. Multivariate
“fébles allow us to:make geparate statements about the stremgth of the
_yelationship betweer 52¥ education and aspiration jevel for those who did
;fsérve‘in Vietnam as;nppased to those who did not. By go doing we avoid

«{’Aﬁy bias that might be i{ntroduced were we to only present data om the

., bivariate relationship between education and aspiration without

* 'copsideration of our oversampling of those who served in Vietnam.

. . pipally, we will use discriminant function apalysis to examine the
.felétinnship between a number of control variables and a single dependent
:vagiable. For example, as 2 result of our bivariate and/or multivariate

quﬁtihgency table analysis, we may find that minotity etatus, employment
o én;tﬂs and income are all related to high aspiration. We can then use
 -{&15=riminant function analysis te help us determine which of thesea

 yarjables is the best predictor of aspiration.21

2 ‘See PP 18 -~ 20 for a description of this technique. In this

report ouT diseriminant function analysis will always involve a dependent

'Vﬁ variable with only two categories. In thig special case the method is

analogous to multiple regression analysis and it ig appropriate to refer

. to the independent variables as predictors.
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We have sortgd through a massive amount of data in this study to
‘arrive at our findings. If we were to ask the reader to follow us through
:E?érygﬂtﬂp, most would find the process so tedious and boring that the
. meaning Hou}d be. lost. Therefore, we offer these cuﬁments on our
.Analyﬁicil method pow =0 that we ean simplify as much as possible the

‘ .preééntation of findings that is to follow.

 “;’Analysis and Presentation of Findinge

. To begin our analysls we looked at the bivsriate relationship between

‘.level of aspiration and all of the background and exparience variables In

o Ehe guestionnaire (see Attachment E}. Based on this analysis we found

that 2 number of these varlables show at least a moderate assoclation with
level of aspiratiom. The findings are summarized below,

‘.. ﬁnquloyed vetarans are more likely to have strong entrepreneurial
aspirations than thuse who were employed at the time of the survey.

Forty-seven percent of the unemployed and 20% of the employed have
.strong ‘aspirations.

' p,‘Veterans from the lower ranks (El to E3) are more likely to have
strong aspirations (39%) and this likelihood decreases in a linear
. fashion with officers the least likely (11%).

‘e Members of lower income groups, those with family incomes of $15,000
and below, are twice as likely to have strong aspirations as those
with incomes' above 515,000, Forty-three percent of the lower group
and 21% of the higher have strong aspirations.

s Veterans with one to three dependents are more likely to have stromnp

. aspirations than those with no dependents or with four or more,

‘Twenty-eight percent of the former group and 14% and 23% of the
latter two have strong aspirationms.

e Velterans with less formal education are more likely to have strong
aspirations. Thirty-two percent of those without any cqllege and 19%
with a college degtee are strong aspirants.

‘s Black veterans (35%) and ninoritles in gemeral (36%) are somewhat
more likely than Whites (24%) to be strong aspirants,
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’ Hi\ Blue collar workers are more l1ikely to have strong aspirations than

 are those in white collar jobs, This is true of 31% of the former
"and only 20% of the latter gTOup.

»J‘~“”;Disabled yeterans (33%) are somewhat more likely than the
pon=disabled (23%) to have strong aspirations but this is true only
for those with a disabilicy of 70% or lees, The more severely
disabled do mot express 3 strong interest in starting a pusiness.

. Véterans who sgrved in Vietnam are slightly less likely te¢ have
strong aspirations than era veterans who did not. However, among
. those whe did serve in Vietnam, if they served in units assigned to
combat they are much more likely to have strong aspirations (27%)

*  than those who did not {54).

‘Before continuing with the multivariate analyses, it is worth
" mentioning two of ﬁhe background yariables that do not appear toe be
.asaﬁciatEdZWith stréength of aspiration. A veteran's age and whether he
':‘b: che has a degree in 2 business-related field does not seem Lo be
assﬁciate& with ent;ePreneurial aspiration, This could mean that formal

' . business education 'credentials are viewed more as requirements for a
‘tafeér in. a larger institution. In the case of age, we found no

‘.associatiun put it may be of jnterest that the age BTOUp with the
;Higﬁéé: ﬁercentage' of strong aspirants is the 41-45 year old group

(42%) .

. While there are 2 rathet large number of factors that seem to be

associated with level of aspiration, we have reason te believe on

;T_ theoretical grounds that the really important influences are fewer in

' pumber. - For example, it is possible that occupatien, as a causally
Q'prinr variable, might account for the relationship between ilncome and
'.xaspiraﬁinn since out income is largely determined by the type of work we

‘do. . or the relétionship petween disadility and aspiration may be 2

. result more of unempleoyment than of disabiiity since a large proportion

- of the disabled are unemployed. We will use multivariate techniques in

- an attempt to clarify these relationships.
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M'A? we sunmarized earlier in this sectiop, 1t is the purpose of
f:.,mulfivariate :ontingeﬁcy table procedures to help us to distinguish the
fé;l_ufroﬁ 'the spurious relationship; determine whether there is
iﬁ;g;action between variables or whether there are intervening variables
t;_éffgc;ihg tﬁe observ%d relatfonship; ind allow us to make sure that our
' TTuvefsqﬁplingd of particular groups = in this case the disabled, the
qﬁemplqyed; and moré highly educated — doas mnot biag our results by

exagge:a;ing or unde?stating the strength of relationships, Qur use of

B :diécriminanﬁ function analysis will enable us €o look at the relationship

betwaen aspiration and several related variables simultaneously while
g cbntrnlling for all the others and thereby determine with greater
pfégisiun rhe relative strength of each predictor of aspiration.

In our hivariéte analysis we found level of aspiration to ba

) ’ 4‘#5sp¢iated"with nine different background characteristics, They were

'lémpldymenn status,: rank, 4ncome, number of dependents, education,
_race/minority status, cccupation, disability status and whether or net the
;“frgspondent had seen combat in Vietnam. In our multivariate contingency

‘table analysis we 'introduced ome oY more controls for each of these

"‘“::elationshiﬁs. We summarize the moTe interesting results of this analysis

belaw,

» The tendency for the unemployed to have higher aspirations remaing at
‘least moderately strong for almest all sub=groups when we control for
disability status, race, education and minority status.

@ The assoclation between rank in service and aspiration does not

© change significantly with controls for other variables, however, in
several cases, cell frequencies are too small to determine the degree
of effect.

" 'e The cumbinatéon of low income and low education imcreases the
‘ 1ikelihood that a veteran will have strong aspirations. Fifcy
. percent of this sub-group have sirong aspirations.
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"‘_'iﬂ'aging a member of a minority group and having an incoze below 515,006
significantly Increases the probability that 2 yeteran will have
‘SLYOnE agpirations. Fifty-four percent of thisg group are SETONE
aspirants. Minorities with incomes of 530,000 and above are highly
~unlikely to be interested in gtarting their own business.
© & Disabled veterans without dependents are just as 1ikely as all
geterans with 1 = 3 dependents to have SETOUE aspirations. However,
the aon-disabled without dependents are mnot likely at all to be
interested in zelf—employment.
e The likelihood that veterans in blue collar jobs will have stromg
+ -aspirations increases significantly if the veteran is a member of a
minerity ETOUP. Fifty-four percent of this sub-group are very
interested in cratting thelr own small business.

e  Minority veterans who have mot attended college are very likely to
have stromg aspirations (60%); and those who are unemployed have the
highest percentage of strong asplrants of any sub=group in our sample
(70%).

- As 8 result of our earlier analysis using bivariate contingency
tables we identified nine characteristies that appeared to be associated
with the’ strength of a vaeteran's entrepreneurial aspiration. They

+ 4neluded employment status, rank, family income, number of dependents,
education, race/minority gratus, oecupation, disability status and combat
© duty in - Vietnam. Rased on further analysis with pultivariate contingency
' gables using appropriate comtrol variables we Tnow jearn that the
*“‘relﬁtionship between strength of aspiratiom and the aforenentioned
. characteristics is stromger among groups Wwho rank lower on two of these
chafacteristics, e.g. education and income or the unemployed minezity.
- This method, however, 1imits us to a single control variable and does mot
. tell us what the relative gtrength of sach of thase factorg is as a -
predictor of strong {pterest in being an entrepreneur. Discriminant
« function analysis enables us EO do this.

"We used discriminant analysis o exarine the relationship between'

aspiratinn and each of these variables wh;}e simultanecusly controlling

for the effects of all the others. The results allow us to ranmk eacﬁ

characteristic according to the contribution it makes to the process of

. r



‘diserimineting petween veterans with strong and weak aspirations.zz The
‘regults of this analysis are presented in Table 19,
e 'the variables in Table 19 are arranged in descending order of
ihporteeee. | For each variable a standardized discriminant function
‘

eoeffieient 1s presented. The abselute value of this coefilcient

indicates the contribution it makes to the diserimination process. As

' mentipned earlier, it measures the stremgth of each variable, relative to

'“theietﬁets in the function, as a predictor of aspiration,

"'The data in Table 19 show thet of the thateeteristiee identified
eenlier, eeeupetien, with a coefficient of L6589, 1s the single best
Nﬂpreditter of interest ip starting a small business. The pnsitive sign of
‘tthe coefficient is consistent with our earlier finding that veterans in

: 1ue eellar jobs have stronger agpirations than those with white collar
13exper1enee. The next strongest predictors are race (. 538) employment
etetus '(.507), and number of dependents (. 351), Of the remaining five
'? ‘ehetaeterieties - income, education, rank, disability status and combat

‘ﬁuty ~ only income showed any strength at all (.260).

+

: 22 For a description and further digcussion of this technique seelpp.
18 - 20. .

43 Ve tendueted separate analyses using race and minority status &as

. predictors with race proving to be the stronger of the two. Minority
‘status produced & coefficient of only .385.

55

—

—



TABLE 19

RESULTS OF DISCRIMINANT FUNCTION ANALYS1S:
RELATIVE IMPORTANCE OF S5IX FACTORS IN
DISCRIMINATING BETWEEN VETERANS WITE STRONG
AND WEAX ENTREPRENEURIAL ASPIRATIONS

. (n = 172)
L}
Variable Coefficient 8
© Qeeupation .689
' Race .388
'Employmeht Status . 507
Number of Dependents .351
Income .260
Education -,035

Capnonical Correlation = .368 b

¥ilks' Lazbda = .864 ¢

2 prandardized discriminant funetion coefficient

b The interpretation of the canonical correlation is similar te that
pf the multiple R in regression analysis.

. - % The larger the Lambda {elozer to 1.00) the weakeT the
diseriminatory power of the overall functiom,

Bammary and Discussion

Using bivariate and multivariate statistical procedures Wwe have
" {dentified nine characteristies of Vietnam-era veterans that are
‘ assuc{ated with their level of entrepreneurial aspiration, i.e., the

stfength of their interest in starting their own business. These

characterigtics are occupation, employment Status, yace/minority status,

—



o 5numher of dependents, income, education, rank 1in service, disability
Tfstatus and whether or not the veteran saw combat in Vietnam.
e loarnod that in several cases, this association ig stronger among
“{voterans who .rank lower on two of thege characteristies, e,g. income and
iledu&ation. Finally, we jdentified oceupation, TaCE, employment gtatus,
Hand number ' of depondents in that order as the four characteristics that
!;:ore uthé, strongest prodiotoro of strength of aspiration. How c¢an we
 oxp1ain these findings and what implications do they have for the SBA?
| It seems clear from our data that cocial and economic disadvantage
\_produoos a strong intorost in self-employment. Veterans from blua collar
\baokgrounds. espooially those who are members of a minority gTOUR; un-
' employed veterans, again especlally minorities; and pinority veterans
ivith a copbination of low income and aducational level are all very likely
ltﬁ havo a. sLIORE 1ntorost in self-employment. The reasons are probably
 3very obVious. From the interviews Wwe conducted with 13 agplring
"_ontropronours it is oloar that many unenployed and minority veterans view
self-employment as a desirable alternative to competing in an occupational
‘ Esystom that they either vlew as discriminatory or have had disappointing
*oxporienoos with. hs one aspiring pinority vet put jt: "I can't trust

1tho world out thero to watch out for my 3sS5, 1 gotta do it myself.”

"ZfEspooially important for minority veterans was the perception that they

.did pot want to suffer as had their parents at the mercy of the labor

‘ f‘markot. ‘For examplo, recounting the experience of hie father peing laid

'ioff after 29 years: with a single employer, one veteran expressed a strong
':‘desiro to avoid this dependency through self- enployment.

The fact that minority wveterans with family incomes asbove $30,000

have litcle intoroot in self-employment tends to suppert the argument that

'?xdisoriminotion and social and economic disadvantage breeds aspiration. It

i aa®
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"is also possible that some winority and unemployed veterans view
self*employment as an avenue te higher incnme that deoes mnot require
‘further aducational credentials.

The finding that veterans with a blue collar background are ROIe
'”11kely to want to start their own business appears at first glance to be
.linconsistent with the finding mentioned earlier in this section that
‘persons with non—blue collar experience are more likely to choose

‘” self-amplnyment as '3 career. This is only an_apparent inconsistency,
\pqwever. What our data show is that blue collar workers have strong
’ ésfirétioﬁs, not that they actually become entrepreneurs. The difference
-between thege two sets of findings suggests that there may be sSLTORE
"barriets preventing their interest from being realized, Aspirants from
:ﬁﬁite‘ collar backgrdunds are evidently better equipped to overcome
. vhatever barriers gxist.
IDur findings éuggest that the poel of Vietnam-—era Veterans who have a
? strbng interaest im starting their own buciness is made up of a
‘ﬂdisprnportionate ﬁumber of veterans from blue collar and mninority
:'ba:kgrouﬁds who lack some of the basic skills and resnurées ~ including
education, incame=and on-the-job training - that are essential to the
l‘suqcessful start-up and operation of a gmall business. Any public
 relations effnrt on the part of the SRA to disseminate information about
t:the Agency's prngrams and services to the veteran cnmmunity is likely to
"~ gtimulate a strong response from members of this group. If they do not
‘fiﬁd programs and services that are geared to their needs, they will
probably not find. ‘the SBA to be a very useful resource, The potential for
’mhg development of bad feelings and an unfavorable image of the Agency

améng these veterans 1z obvious.



‘It would seenm thet'the Agency has a bagie policy decigjon to nake.

‘”u‘Thie ie a decision eeneerning whether of not veterans who need special

",aeeistenee in order to make use of the technical and financial assistance

| ;ha; the SEA, eurrently offers, are to be targeted as a priority group. 1f
L ; \
Tf.tﬁeyiere, then some .changes in the current mix of programs and services
. and weye of advertising +hege services are probably inm order. I1f they are
'not, then the Ageney should consider re—evaluating its program of

- infermetinn dissemination and pelicy of special eunsideration to veterans.

' 5timeting the Extent of Entrepreneurial Aspiration

bur findings indicate that among those veterans who have To
'.en;;epreneuriel experience, 24% have strong asplrations to own and operate
Z‘thei;_pwn business.: 1f{ our sample were a perfect representation of the

‘;aﬁger”Vietnam—ere yeteran population, we could conclude with confidence

L that . this is the extent of aspiration among those without any

'Qentrepreneurial experience in the population., However, Wwe know this is
’notfthe cese. First, our sample is biased in that we ineluded members of
”'eeverel key grnupe dieproportionete to their distribution in the total
f‘population. the disebled the unemployed, the more highly educated, and
“,eeterens who eerved in Vietnam and who are mow gembers of veterans'
 eeganieations. Seeond, because of the focus of the study and the content
- :of the printed endiorel jnvitations to participate, we ne doubt attracted
'Ipertieipants vho, as & group, Aare more interested in business than is the
;generel populetien as a whole. " In order to develeop any meaningful
'estimaLEs of the extent of entrepreneurial aspiration in the veteran

-@oPulatien we heve:to ad just for the blas introduced by these two sources,

— —

" .



'We can adjust for the first source of bias since we have data for the

total Viefnam=era veteran population on meost of the key variables, e.g.

' ‘f‘percent disabled and percent unemployed. Essentially this involves

‘ weiéhting our samplg on these variables to make it conform teo the general
L-pgpqia;iun. .
The solution to adjust for the second source of bias, differences
| ﬁétﬁeen sur 5ample§and the general population in strength or orientation
V'ﬁo-bﬁsineés, is n0tias gatisfactory. Since we dn not know how the general
populatinn would be distributed on our level of aspiration scale, we will
7ﬂsimply make two different assumptions concerning the degree to which the
”general population dlffers from out sample. Based on these assumptlons we
can develop low and high estimates of the extent of aspiration in the
general population A more detailed description of this estimation
pru:edure can be faund in Attachment H.

Based on this procedure, we eatimate that the pumber of Vietnam-era

" veterans in the general population who have a strong interest in owning

‘ ;fand operatxng a small business ranges from almost 700,000 to slightly nmore

‘;than 1 million (see Table 20). The low estimate assumes that the general

prapulation is one-third as likely as our sample to have strong

« aspiratinns, and the high estimate assumes it is one-half as 1ike1y.2a

. 24 The extent of the bias in business orientation may not be as great

as we are assuming. While it is true that we tried to attract respondents
‘with business experience, it is also true that we emphasized in all of our
direect contacts and written material that all Vietnam~era veterans, even
‘these with no interest in business, were needed for the study.
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. Limit

ESTIMATES OF THE EXTENT
 ASPTRATION IN THE VIETNAM-

Assumption

TABLE 20

OF ENTREPRENEURIAL
ERA VETERAN POPULATION

Estimate

Numbet

7 of Population

. Lower

| Upper-

Population is ome-

third as. likely as

gample to be
business'nriented.

Pnpulatfnn ig one=
half as likely as

sample to be

pbusiness oriented.

691,992

1,037,988

8.4

12.6

PR—



B. Char&cteristicé of Veteran—Owned Businesses

' Sself-employment is by no means a uniform experience. It can vary a
'”grﬂat deal depending on the size and type of business engaged in; how long
. :Ee'business has ﬁeen in operation; whether it 1s a full-time operationm or

"whether the owner is also employed by someone else and operating the

| J:Lbusiness in his or her spare time; and whether the entrepreneur is the

; gole owner or hasithe suppert and, perhaps, conflicts that often come with
-ﬁhéuing ane or moré‘partners. With these and other sources of variation in
mind we asked % number of gquestions in order to gain a better
"'undarstanding oﬁ the wvariety of entrepreneurial experiences A&mOng
' Vietnam—2ra veter;ns.
In-this secainn we present data describing the basic characteristics
?éf«yeteran-nwnedibusinesses. It represents a summary of the information
\7 provided by the: respondents in Sectiom III of the questionnaire (see
', Attachment E) where we asked questions about both thair current and next
';‘moat recent Expe£iences, if applicable. As the reader will find, much of
.the information %is presented in tabular form with dafa' on businesses
‘currently in opératiun presented im one c¢olumn and data on businesses
ope;atéd by vete;ans previous to the time of the survey in another. We
~ﬂ£aye gdmbined this jnformation in the same tables not because a comparisom
‘of the two groups always reveals much of interest, though occasionally it
‘daes, but because it iz an economical way to present the rather large
f‘;hmnunt,of data ﬁe have.
| In Chapter;B we reported that §2% of our study sample have had some
entrepreneurial:experience: 41% currently starting or operating their own

business and 21% who are currently working for someone else

a9



‘(or unemployed) but who have operated or tried to start a business in the

. past.zs |

g ‘égg;and Type of Business

I&blé 21 shows the distribution of current and previous businesses
ac@ording to :hé duration of the operation., The data show that 46% of.
'curreﬁt opera;iéns have been sustained for three years or more while 27%
,'ﬁgacribe'themseﬂves as still in the start=up phase,

i

It is commén to observe the high risk nature of small business and to

point out that the majority of small enterprises fail within the first few

" years. Our data tend to support this observation. As Table 21 shows, 71%

"of the previousioperations in our sample were ¢losed or the veteran left

the business wiﬁhin the first two year5.26

-25 The reader should keep in mind that the data presented in this
section are derived from the statistical base of only those with sote
entreprengurial experience: veterans who are currently or were previously
engaged in entvepreneurial activity {(n = 292). They are not based on the
number in our total sample (n = 472).

26 strictly speaking thiz is not a “"fallure rate" as it ig usually
defined. The SBA defines a busipess failure as one that ceases operation
_for involuntary reasons. “They may file for bankruptey or be considered a
business failure 1f the organization ceases to operate and leaves
osutstanding debt.” From The State of Small Business: A Report pf the
'president. U.§. GCovernment Printing Office, Washington: 1984, p.36.
Included in the "previous business® category in this study are some cases
', where the veteran sold the business or his or her share in it and other
. ‘esses where the wveteran left the business wvoluntarily for personal
‘reasons, {(We discuss later the various Teasons our respondents gave for
elosing or leaving a business.) our data, too, do not permit the
‘dJetermination of whether or not there was ocutstanding debt.
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TABLE 21

NUMBER OF YEARS OPERATING CURRENT OR PREVIOUS BUSINESSES

Duration of E Previous Current
Operation ; Business (%) Business (%)
‘sun in Start-Up Phase | . = 27
Kaver Got gtarted 21 _ -
‘Ponder 1 Year 18 15
.1 1 - 2 Years . 32 13
1 3 =5 Years | 16 18
Over 5 Years . 13 ' 28
‘ I
100 100
(n = 134) {(n = 1%1)

What types af businesses do wvererans close or leavel We asked
fespoﬁdehts to describe the products of services delivered in the business
. they had previuusly operated, We then used the Department of Commerce's
’ Standard Industrial Classification (SIC) system to code their Tesponses.
Tpé results are p;esented in the left hand column of Table 22. They shov
"that two industry sectors, service and :etaildtrade, account for 58% of

‘the previous businesses left or closed by veterans.



TABLE 22
TYPE OF BUSINESSES ENTERED INTO BY VETERANS:
PREVIOUS AND CURRENT OPERATIONS

bedﬁ:t or, - Frevious Current
Service i Dperation (%) Operation (%}

Agriculture, Forestry

" and Fishing - 10 4
.| Mining ' 1 1
‘Cbnstt‘uction 9 11
1 Manufacturing 8 13
" fransportation 6 A
Wholesale Tradé A 5
‘Retail Trade 24 15

|. Finance, Insurance
| - and Real Estate 4 6
.| services ! 34 41
100 100

{n = 137) (n = 188)
a

2 aigit SIC classification




The data infTable 22 show that im six of the nine cases there is
little or RO difference between the two distributions. However, in three
" cases, agriculture, retall trade and manufacturing, the differences are

:1arge enough to suggest greater or less difficulty in sustaining these

.“ ‘ types, of husinesses. only 4% of the current operations are in the

'agricultural sector whereas 10% of the businesses left oT closed by

”‘fveterang during the past 13 years Were in this sector. Fifteen percent

‘  ‘nf current businesses are in the retail trade whereas 24% of previous

'uperatinns were.' These differences could suggest less stability in these
. ipndustries, Om the other hand, the data supggest that small manufacturing
‘\Entefprises mayfbe gopewhat mOTe stable ventures among veterans than ate
‘_Eﬁaineéses in tﬂe other seeters. .Thirteen percent of current businesses
3a£§'in this secﬂor whereas only 8% of the previous businesses were.

There are é variety of reasgons for leaving or closing a business not
all of which réflect poorly on a person's ability or the success of the
business. Thus we asked respondents O tell us why they left or closed
"Eheir'previous-business. Their answers are Summarized in Table 23. As

" gan be seen, the most COMmMEOn reason was that they closed the business for
'.finanéial reaspms bu; did not declare bankruptcy (4L4%). AR additional 3%
did declare bankruptey. Nineteen percent gold the busipess OF their share
in it; while 152 jaft under severe personal circumstances such 2as illness

" or family crisés.



TABLE 23

REASONS FOR LEAVING OR CLOSING
PREVIOUS BUSINESS

(n = 117)
. -Reason [ ' Fercent
' -gold Shares to Partners 11
S0ld to New Ownérs 8

, . a

Closed for Finaqcial Reasons 44
Declared Bankruptey N 3
' Closed for Non-Stressful Personal Reasons 19

. . e
Closed for Stressful Personal Reasons 13
100

.a But did not declare bankruptcy
oo b Examples include being drafted, better Job offer and enrolling in
achool ;

¢ £xamples include illness, marital crises and peychological stress
i
' In Table 25 we compared the distribution of current veteran—owned
businesses among industry sectors with the distribution of previously
" pwned businesses that they left or clused. In Table 24 we compare the
’_distribution amqng industry sectors of current veteran—owned bugsinesses
wiﬁh the distribution of all small businesses in the U.S. An examination

".of this data shdws that in five of the nine sectors there iz little of no

.. difference petween our sample and the national sample. In four seCtors,

however, the differan:es are large enough to mote. Yeterans in our sample
are mﬁch more iikely to be involved in small manufacturing enterprises;
éomewh;t more 1;kely_to be involved in services; less likely to be engaged
~in finance and;much 1ess likely to be engaged in agriculture than are

. entrepreneurs in general.



TABLE 24

COMPARISON OF CURRENT VETERAN-OWNED SMALL BUSINESSES
WITH ALL SMALL BUSINESSES IN U.S.
BY TYPE OF BUSINESS

 Product o Servicga Veteran-Owned (%) Total V.5, (%)h

Agriculture, Forestry
~and Fishing 4 17 ( 3)
Mining - , 1 1 (1
Comstruction 11 9 (14)
. Hanufacturing , 13 3 {9
+Transportation 4 4 { 3)
' Wholesale Trade 5 4 (10)
Retail Trade : 15 17 (29)

Finance, Insurance
and Real Estate 6 13 ( 8)
Services ' 41 31 (23)
100 100 100
(n = 188)

8 5 digit SIC classification

b pata for total U.5. used for comparison are from the IRS's
Statistics of Income database rather than the SBA's Small Business Datc
Bage (5BDB). It is more comparable with our data since ‘it includes farm
'proprietors and the SBDE data, shown in parentheses, does not.

How can these differences be explained? Are they likely to represent

"-‘_reai differences or are they more the result of the sampling proceduras we

. used? When we ﬁescribed our sample in Chapter 3, we noted geveral groups
that were nver: or underrepresented. In terms of effect on type of
business, the three most likely sources of bias are the pverrepresentation

iéf the disabled, the more highly educéted, and Massachusetts veterans.
?erhaps these groups are more oOF less likely to establish a particular
;yﬁe of business. We can check for bias by examining the bivariate

Z‘felationship between type of business and each of these variables.



lWE see the r%sults of thig analysis for disabiliry in Table 25. It
fhdﬁs that disabled veterans are less likely to start a business in the
. 'manufacturing sect;r When we look at the effect of state of residence
L and education we find that while Massachusetts veterané are no more likely
“ than the sample as a whole to operate mapnufacturing firms, véterans with
 at 1east soma cullege education are less likely. since. both the disabled
- qu the highly educated are overrepresented in our sample, we can say that
;}theldegree tn whigh veterans differ from the total population is actually
" understated. l
" The modest differen:e between veterans and the total population in
: Ehe‘ pefcent who ;nwn and operate & buziness in the service sSector is
dv ‘ probably a resuli of our oversampling of the disabled and the highly
.. éﬁﬁcated. Table 25 shows that the di;abled are more likely (47%) than the
. non~disabled (38#) to start a buginess in the service sector and we found
that tﬁé highly éducated are also more likely to be located here (55%).
Finally, we: could find no evidence that oversampling of the disabled,
. ﬁﬁaihighly educated or Massachusetts veterans has any undue influence on
:thg‘distribution;nf vereran-owned buginesses in either the agriculture oI
. financé gectors.
| We can con&lude then that Vietnam—era veteran entrepreneurs are less
"likely to oparaée businesses in the agricultural and finance sectors and
- more ;ikely to %e {n the manufacturing secter. In the other six industry

”sg:toré, there ;is no significant difference between veterans and the

general population.

—
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TABLE 25

PELATIONSHIP BETWEEN TYPE OF BUSINESS
AND DISABILITY STATUS FOR CURRENT OPERATIONS

Current Operation (%)

Product / Sérvice Disabled Non-Disabled
Agriculture, Forestry
and Fishing 6 4
. Mining 0 1
‘Construction 8 12
Manufacturing 7 15
Trapsportation 4 4
Wholesale Trade 4 5
Retail Trade 18 15
 Finance, Insurance
and Real Estate 6 6
gervices | 47 38
100 100
{(n = 51) (n = 136}

' 'Pért-time Verzus Full-time Entrepreneurs

ferhaps oﬁe of the most important distinctions to pe made among
entre;renEurs iﬁ whether their venture 1s a full-time oparation or & Way
- in which they supplement their regular income on & pgrt—time basis. This
~i§ important because part=time entrepreneurs will probably generate less
jncome and fewer jobs but might also make fewer requests for assistanc;
. frnm’service dgencies and institutiuns; We will learn in a moment the
" extent to which our data conflrm these assumptions.

‘To help ue determine whether a venture was full or part-time we asked

" each respondent to estimate the proportion of their individual



~_,‘in;nme Cﬁot famili income) they derive from their business, We then
“ -Eiéséified those Ewho earned 75% or more from their own business as
‘ ’fqliétime entrepréneurs.28 Table 26 shows the percentage of current
I:A businessés'that aée full or part~time according to this definition, It

“

ghows that 71% are;full-timé and 29% part-time.

TABLE 26

VETERAN-OWNED BUSINESSES OPERATED
ON FULL AND PART-TIME BASIS

(n = 129)

Basis Percentc
Full-time® 71
part-time’ 29
Totral 100

% Farne 75%Enr more of personal income from self—emplbymen:
b Earns less than 75% of persomal income from self-employment

€ Percentages are based on current businesses beyond the start-up
- phase. !

‘ 28 We recognize the arbitrary nature of this definition bur feel it

is ac good as any altermative ve are familiar with. Currently the SBA

_uses annual receipts OT yvevenues as the basis for defining part=-time and

'full-time operations. Those with revenues of §10,000 or less are

. conesidered part=time. However, since this effectively assigns all very

 small struggling entrepreneurs into the part-time category it did not seem
" as wseful for our purposes.

- h



"gize of Business

When the eize of small business 1s discussed two different measures
- are used: . number ef employeee and annual receipts or Tevenues. Table

27 shows the percentage of veteren—ewned businesses with gpecified numbers

" of empléyeee Our sample closely resembles the national .census of small

‘bueinees which reperte that 95% have fewer than 20 empleyeee.29 The data

;in the - far Tlght hand column show that 927 of ‘current veteran—owned

eepegetiune have £ewer than 20 employees and that they employ a median of

'el.5 pereepe.

It would seem unlikely that businesses operated on a part—time basis
wneld employ az: many people as full-time operations. Table 27 alse
dietinguiehes between part- —time and full-time operations and the data

' feeﬁfirm our eesﬁmption. part-time operations are EWo and one~half times

as 11ke1y (55% te 21%) to have no employees and the median numbers of

employees ate 4 and 2.6 respectively.

29

Bureau of Census data reported in §BA, The State of Small
Pusiness: A Report of the President, p.139. R
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TABLE 27

~ NUMBER OF EMPLOYEES OF VIETNAM-ERA

VETERAN-OWNED BUSINESSES:

FULL-TIME AND PART-TIME QPERATIONS

Owner Status

‘Number of 1

 ‘Employees Full-Time | (%) Part-Time (%) Total (%)
None 21 55 30
1-3 39 31 37
4+ 6 16 11 15
7 -10 5 3 5
11 =19 7 0 5
20. or more 12 0 8
100 100 100

(n = 91) (n = 38) (n = 129)
, | Median : 2.6 .4 1.5

‘ 4 goth the, percentages and the medians were calculated only for
businesses beyond the start-up phase.

gince the SBA currently uses revenues 25 3 basis for defining whether

& business is full or part=-time, it is of interest to know what difference

the two definitions make when applied to veteran—-owned businesses. Table

28 cnmpares the full-time/part~time distribution for current businesses

using our definition and when part~time is defined as 510,000 or below in

 annual rTevenues and full=time as more than $10,000 which is SBA'S

| definition. It' shows that 882 of veteran-owned businesses are full-time
by SBA'E‘definition and 12% are part=-time, The corresponding percentages
using aur definition are 79% and 21%., Thus, it appears that by using the
revenue—based definition, SEA may be including some businesses whose

owmers earn less than 75% of their income from gelf=employment.,

[P S er—
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TABLE 28

VETERAN-OWNED BUSINESSES OPERATED
ON FULL AND PART-TIME BASIS: COMPARISON OF RESULTS

USING STUDY DEFINITION AND SBA DEFINITION BASED ON ANNUAL REVENUES a

- aasié . +» GBA Definition b Study Definition €
_Full-time | 88 79
_ Part-time : 12 21
100 ‘ 100
(n = 129)
a

Calculations based on businesses beyond the start-up phase only.

b Full-time owners had more than $10,000 in annual revenues in 1983
apd part-time had §10,000 or less.

€ full-time owners earnad 73% or more of their individuzl income in
1983 from self-employment while part-time owners garned less than 75%.

A second way to check on the degtee to which the two metheds produce ;
‘éiﬁilar'.fesults Eis te look at the Peargon R produced by a simple
é&xrelation procédure applied to the two variables repr;senting the two
 method§. A verylhigh correlation between the two would suggest that they
'Jd?& clégsifying Qost csces into the same categories, In fact the Pearson

'ﬁ_prngced in tﬁis case is .60, and is significant at the ,00001 level.
When wg'examine the ;ontingency rable we see that the two methods classify'
B4l .of ‘all casés in the same manner, Thus, the results of the two:
ﬁEasurés are ver& similar.

Differences;between full and part—éime businesses are alse evidentj
vhen we comparé their median annual receipts or revenuas. The median
‘annual receipté of 2ll current vetetan-owmed businesses beyond the

.gtart=up phase in 1983 were $49,975. For part-time operations they vere



$1D;10&. For fuli-time operations they were $100,058. Clearly this
‘}distinction iz basic to any understanding eof veteran—owned small

" businesses.

:gtructure of Ownership

g Thé overwhelming proportion of small businesses In thiz country,
© - about ?S%, are soie proprietorships. Seventeen percent are corporations
'Ian3_8% are partnerships. Table 29 presents data comparing outr sample of
-vééeran-owned pusinesses with the national sample., 1t ghows that veterans
‘a?e more likely to form corporations oT partnerships than are
‘enﬁrepréneurs in general apnd lees likely to establish sole-
lkpfnpr;etorships. Only S51% of current operations aré sole-proprietorships

‘_wﬁile 3;% are corporations and 17% partnerships.

TABLE 29

OWNERSHIP STRUCTURE OF CURRENT AND
PREVIOUS VETERAN-UWNED BUSLNESSES

Ounarship Previous Current Total
., §tructure : Business (%) Business (%) v.8. (%)
' gple=Proprietorship 58 51 75
ICorpnrationl 16 32 17
Pértnership' 25 17 8
160 160 160
(n = 124% (n = 187)

4 National figures were caleulated based on the IRS ‘Statistics of
Income data reported in $BA, The Btate of Small Business: 1984, p.104.




Table 29 alsoéin:ludes data on previous businesses owned by veterans
in opur sample. Ié ghows that only 16% of the businesses that have been
ciéséd' vere corpn%ations and 5B% were sole—proprietorships. When we
compare this with Lhe 32% of current businesses that are corporations and

' 51% that are solg—proprieénrships it confirms what commen sense would
" suggest, mnamely t%a: the chances of survival in the world of small
‘;“buSiness may be gr%ater for corporations than for someone who operates as
 “& gﬁle-praprietnrJ Perhaps when someone goes.to the trouble to form a
‘r;q§¥p;ration it isiindica:ive of greater sophistication and commitment as
i”géll as -a ;trong%r financial base, This comparison also suggests that
'_éateran-awned partberships may be less stable than corperations. To test
" thage I1deas we cu%trolled for duration of the operation., If a greater
.prnfortidn of ope%ations with a corporate structure survive over time
“-‘ qnmfgfed te partngrships and sole-proprietorships this would be further
'tévidencelof the gﬁeater stability of veteran-owned corporations.
Tables 30 ani 31 present the results of thils snalysis for current and
1 pfevinu5 business%s respectively, They show that at each stage of the
‘iife-cydle, a gre%ter proportion of corporations have survived than have
‘eiﬁher 5ule—proprietorships or partnerships.ao However, the data suggest
‘that‘partnershipséare the least stable of the three structures. For both

current and previbus operations, they have the lowest survival rate among
. I

" veteran entreprenéurs.

30 The lower survival rates for previous businesses reflects the fact
that they represent a pool of businesses that closed or failed whereas the
current pool are relatively more successful,
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TABLE 30

SURVIVAL OF SMALL BUSINESSES
OVER TIME BY OWNERSHIP STRUCTURE
CURRENT QPERATIONS

Percent of Current Operations Surviving Beyond:

SURVIVAL OF SMALL BUSINESSES
OVER TIME BY OWNERSHIP STRUCTURE
PREVIOUS OPERATIONS

. dwnership Start—up
' . Brrueture. Phase 1 Year 3 Years 5 Years
}''Corporations (n=58) 79 72 63 38
j'Snle—Proprietnré
_ships (n=94) 7l 59 43 26
;Partn&rships (n%31) 71 39 23 16
TAELE 31

Percent of Previous Operations gurviving Beyond:

Qwhership Start=up
‘Structure Phase 1 Year 3 Years 5 Years
Corporstions (p-lg) B9 72 39 17
'hﬁolé-Proprietdr—
ships (n=69) 86 69 36 14
Parthnerships (n=30) 87 60 23 10




Beﬁause there is a substantial difference between our sample and
: ﬁhé’na:iodal cansuslin terms of the distribution by ownership structure,
Qé.chéckea again to see whether this differemce could be explained by
thh; oversampling of disabled, more highly educated and Massachusetts
“va;e:ans.. We found no evidence that elther education or state of
‘;‘fesidence contributed to these differences, and the effect of disability
”‘:séatﬁé, does mnot explain them either. Table 32 shows that in faect
.disab;ed veterans are less likely than non-disabled to form partnerships

" or corporations, Thus our data may actually understate the difference

betwéen Vietnam—era veteransg and the general population;

TABLE 32

OWNERSHIP STRUCTURE OF CURRENT
VETERAN=OWNED BUSINESSES BY DISABILITY STATUS

.gwnership
sttucture ' Digabled (%) Non=Disabled (%)
._Sple-?¥oprietorghips €9 46 .
Corporations 21 35
Partnerships 10 19
100 100~
(n = 50) (n = 136)

our data also show that veteran-owners held majority inmterest in

' ”.‘ipptoximately three~quarters of the busineéses in our sample.



: ?émily Involvement in vetaran—-0Owned Businesges

© Many spall businesses depend on fapily members as 2 source of capital
'nr.luﬁ.ﬁagg labor. In Table 33 we see that invelvement of other family
' ﬁémbérs‘ in veteran-owned éusinesses s fairly commom. Approximately
':'ona—third':uf all veteran—owned businesses have an-ther family membet
: .’invulvgdl ae elther an enployee ©fT owner. About one in seven invelve

. another family pember as an OWner. The difference between current and

f;ﬁravipus businesses 1s minimal.

TABLE 33

FAMILY INVOLVEMENT IN VETERAN-OWRED BUSINESSES

Previous Current
Involvement pperation (%) Operation (%)
‘Emploﬁees or Owners 30 32 __1

owners Only 13 15
—_ —
100 100
(n = 137) (n = 188)

Veterans 2% Co-0Owners oOT Employees

—

In Chapter 1 we suggested that Vietnam veterans might find self-

enployment oT working with other veterans in 2 spall business particularly:

attractive because of the negative feelings many have about our basic

insnifutions and because of the strong feelings of comradeship they feel
fowafd fellow Vietnam veterang. 1IN Table 34 we present data on the degree

. of involvement af fellow veterans 1im veteran-QWned pusinesses. The data



.:‘éﬁpg.that 19% of current veteran-owners Who have one Oor more partnefs have
.nmﬁer Vietnam—era veterans as partners.

It also shows that 297 of current veteran-owned businesses with one
“‘ro? moTre gmployees hire other Vietnam-era veterans. The data show a
éimiiar pattern for previou; pusinesses and for veterans from other eras.
‘isihge\ Vietnam-era veterans comprige 8% of the labor force, these
'lﬁétﬁéﬁtages suggest a tendency for them to co—owi and work with fellow

" yeterans though not as strong as might have been expected.31

TAELE 34

PERCENT OF VETERAN OWNED BUSINESSES
THAT HAVE OTEER VETERANS AS OWNERS OR EMPLOYEES

Veteran Co—QwWners a Veteran Employees
: Previous o Current Previous Current
" Era aof Veteran Business(%) Businessa(X) Business(%) Businessa(%)
' Vietnam Era 24 19 21 ‘ 22
Other Eras 15 17 19 16
| ¥o Veterans Involved 64 67 71 72

a
Percentages Aare based only on businesses that have one or moTe
cO=0WNEIS5.,

o P percentages are based only on businesses that have one oI moI&
employees.

€ .The percentages In each column will net total to 100 since some
'hqsinesses employ or have as co-owners veterans from both the Vietnam and
other eras. ' '

i If all small business OwWneis and operators hired exactly one
employee then the probability of hiring a Vietnam—era veteran by chance
" alone would be & im 100 (8%2). 1f they hired 2, the probability of hiring
1 Vietnam—era veteran by chance would be 15.3%, etec. Since the average

number of emplayees for entrepremeurs im ouTl sample is 1.3, the
. probability that at least 1 of their employees will be & Vietnam—era
. veteran is between g and 15.3 in 100.
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‘1.g;epa:ation for Success

It is generally agreed that experience ig one of the keys to
' Jentxepreneurial guccess. But there are at least two types of experience
' -!@ﬁhg; catt aontribute to the guccessful start=up and operation of a small
';_bﬁaiﬁess. One consists of the more generql business gkills such as
accounting, sales and parketing, business planning and personnel
V,Imanggement that could be applied i{n any business. The , second consists
:7i.of~;he tenhnical gkills and knowledge yelated to the specific field an
| ,antrepreneu: is din. For example, 1f someone is starting 2 retail
clothing store, their relevant technical experience would include such
"experience as the years they worked in oT operated a clothing store,
”"d&signed ot manufactured clothing oF worked as a buyer.
 yhile these Lwo types of experience alé not mutually exclusive, we
Q#shed Qurt ;espondents to estimate the amount of experience they had when
‘uythefﬂstaﬁfed rheir business im gach of these areas. Current Owners

ffepnrted a median of 3.6 years of general pusiness experience and 4.9

. 7 ‘years of technical experience. Later {n this chapter we will explore

Vithe extent to which either omne or the other oT both of these types of
-,axperience contribute to success in entrePreneurial activity.

Another type of preparation for entrEpreneurial guccess is formal
education. In addition tO general education, business—related goutrses
;ean make an {mportant contribution to the development of general

business gkills.  When we 1ook only at those veterans with some
",entr;p;eneurial gxperience We find that 17% had a degree in 2
| business-telated field and another 38% reported they had taken some

‘courses.

e
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Roth the Yyears of experience and level of business education are
‘fdbjecﬁive peasures of preparation for emtrepreneurial success. However,

it 15 quite possible that some people simply have & "rnack” that can

. guide them successfully in their own business. This is obviously a

‘:ﬂifficult trait to measure, hcwever, as an approximation wé asked our

“‘fcxespondents for their subjective opinion as To how prepared they felt

;hgy wvere when they gtarted their business. Their responses are
'summa#ized'in Table 35.
| -Ihedqhta chow that 39% of current operators feel they were at least
*well—preﬁared“ vhen they started, while 20% feel they were poorly
ﬁ‘prapared. As might be expected, retrospective evaluations of level of
”ilpreparatinn for previous businesses (businesses left or closed) are much
‘11355 positive. only '31% feel they were well-prepared while 36% said
‘ £hey were poorly prepared. Thage self-avaluations may or may'nut ba
«realistic. In Section D of this chapter we will examine the extent to
" -which seif—evaluations are related to experience and education and the

relationship of 21l three measures LO SUCRESS in small business.
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TABLE 35

—ameEs

SELF-EVALUATION OF LEVEL OF PREFARATION OF VETERANS
WHEN BUSINESS WAS STARTED *

S SEEE

‘%,, o Previous Current
2N Level Business (%) Business (X).

SR
: ?‘ - | very Well Prepared 9 13
S 1" well Prepared 22 26
=y Somewhat Prepared 34 41
: ﬁ'{ poorly Prepared 22 12
. Netry Poorly Frepared 14 B

i 100 100
¢ L] 4

3 (n = 126) (n = 172)

Aﬁcass to Capital/Credit

Another prerequisite for the successful start=up and eperation of a

&%?ﬁsmﬁw’_““_:_ e - .

siness is access to capital in the form of individual or family

small bu
{ncome or credit. We asked four questions designed to help us understand
cizl characteristice of start-up and operation of veteran—owned

the finan

Fe D R R s s T

T

The questions wWereé:

small Eusinesses.

o
. |
. f% . . pr did you acguire ownership of the business?
B B
j ‘ ¢ From what sources did you obtaln Your initial £financing and/or
’ %,_ ©  gapital to become an owner of this business?
1 finaneing, a loan for

did you ever recelve

' . ‘s Apart from your initia
this business?

T

if so, what was the source of this loan?

through 38 gummarize the responses LO these questions for

. Tables 36
Table 236 shows that the wvast

““T'#;%‘?; P

hnth.f¢urrent and previous operations.

‘majority of veterTans, approximately three—quariers, start new ventures

Ciomnasr
PR Sl

ting operations. Table 37 sghous

A

ratﬁéf than acguire or buy into exis

Bazh ooy

FEES

R
-
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gﬁét: they rely primarily on savings to begin operation, though a
"{;igegblé minority, 217 of current owners, received a commercial bank
o ioaﬁlﬁr.ralied on family or friends (19%). Another 13% received a loan
- fraﬁ other private institutional sources such as & eredit union or
iﬁgurance COmpany. of 1nte;est iz the fact that only 4% relied on
gn?grnment agencies as a source of start=up funds.
- Once their business was in operatiom, 24% of the previous ventures
‘épdv41x of current operations received one or more loans. Table 38
‘.‘p:e§en£$ data on the source of these loans, 1t shows that the pajority
 ‘,:§re bank loans and that only 5% of ecurrent and 2% of previocus
, ve£efan-uwned businesses received government loans. A separate count
: iéhowa that 507 of our sample of entrepreéneurs have recaived at least omne

. {oas from an imstitutional source in their business career. Later in

V‘jfhis ¢chapter we explere the relationship between access to credit and

success among veteran entrepreneurs (see Section D).

TARLE 36

PROCESS OF ACQUIRING OWNERSHIP
OF CURRENT AND PREVIOUS BUSINESSES

Previous Current
Process Business (%) Business (%)
priginal Founder 74 79
Furchase 14 13
Inherited 0 3
Acquired without
Compensation 1 1
other ° i 4
100 100
(n = 117) (n = 186)

2 Tnecludes coatracting and franchising.
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TABLE 37

SOURCE OF INITIAL FINANCING OR CAPITAL

Source

FOR VETERAN-OWNED BUSINESSES

Previous

Dperatiun (2)

Current
Operation (%)

Family or Friends

. Individuval or
Joint Savings

' Government Agency

. Venture Capital
" Former Owner
* Bank Loan

: Dther‘b

21

66

18

10

(n = 117)

19

64

21

13

(n

167)

- 8 percentages do not add to 100 since soma used more than one

gource of capital

b Includes credit unions and insurance SQUTCES
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TABLE 38

SOURCE OF POST-START-UP LOANE

‘ . Previous a  Current
.Source . Business (%) Busipess (Z)
| Family Friends 2 6
. Government Agency 2 3
.Venture Capital 0 0
Former Ownerl 1 1
Bank - . 19 30
' Qther 0 4
(n = 124) (n = 179)

, , 3 percent of veteran-owned businesses past the start-up phase who
secured a lean from each source. A few raspondents {indicated more than

. pne source.

b ) .
Ineludes eredit unions and insurance gources

'_‘Since accass to credit is such a critical faetor im business, WwWé

' extended our analysis to explore whether teceiving at least one loan in

';hgir‘entrepreneurial career 1s related to other characteristics of the
~ veteran or the business itself, Specifically, Wwe examined ‘the
.'relgtionship between receiving a loan and the following variab1e5:32

age of respondent

race

disability

education level

soclo—economic background

business education

years of general business experience
years of technical experience

degree of self-employment

Vietnam duty

_ . 32 ye also looked at the relationship between access to credit and
type of business but the number of cases was too gmall for analysis.

RA



. Of the variables listed above we found that seven of the ten do not
appear. to. affect the likelihood of a veteran recelving a start=up or
| .. postmstart-up loan from an ipstitutional source for their business.

"le-y business education, degree of self=employment and whether or not a

' N ’ '
.. -yeteran gerved in Vietnam have any degree of assoclation with access to

' etedlt. 0f these three, only degree of self-employment is strongly
‘:#é‘s'o:i‘ated.. sixty-five percent of full-time entrepreneurs have received
ﬁhe or worTe loans at gsome point in thelr entrepreneurial career vhile
.oniy' 38% of part-timers have. The weaker relationships show that those

. with an undergraduate depree in a businegs-related field are somewhat

. more likely (61%) than those with less business education and wmore

_’busilness'education to have received a loan. Veterans who served in
. IVi'e,tnafm are slightly more likely (52%) to have received at least one
loan frém an institutional source than are those who did not Serve

o (.zp‘sx) .
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\. €. Experience With and Perceptions of Ingtitutions

One of the primary objectives of this study is to understand the

"perceptiups that vetetans have of dinstitutions, such as the SBA and

\\éommerciél banks, that can play a critical role in the successful start-up
 lfépd operétion of a small businecs., To do this we needed to include in our
qaﬁple a sizable number of veterans who have had some experience with
. thHese institutions.

Qur:data show that 64% of those with some entrepreneurial experience
‘have either sought or plan to seek assistance from a government agency.

Ih;s-_is almost always the BSBA, Ninety-three percent of this group

f“heépinned the agency by name. Fifty-five percent have gsought or plan to

' geek assistance from private sector inetitutions, primarily banks, but

al%o_inéluding legal and accounting services and credit unioms., These

. groups represent a sizable portion of our sample and should provide ample
,”.hpﬁortunity to explore veterans' experience with and perceptions of these
;’-inﬁ:itutinns.Bz

3 Thg GBA offers a wide range of financial and technical serviges fo
'qua;ified entrepreneurs. The system through which these services are
  cuofdinated and delivered includes 10 reglonal and 60 district offices

j(field offices); Small Business Development Centers (SBDC's); and the

".séfvi:é Corps of Retired Executives (SCORE) and Active Corps of Executives

.{ACE) progranm.

33 We also conducted interviews with representatives of these
institutions to help us understand their perceptions of veterans and the.
needs of veterans. The results of these interviews are deseribed in
Attachment G&.
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The:field offices are ‘the first point of contact for entrepreneurs
‘feeeking;eesistence. They administer all of the lean and other financial
_a;eistaqee programs as well as assistance in the areas of ' management,
ﬁarketingh production and procuresent, Each field office has a persom
L_designeted as Veterans' AffeirSIOffiéer (vAD) who is charged with ensuring
“that ve;eren applicants reeeive special consideration.
The ' SCORE/ACE program, staffed by volunteers, is often housed in the
SBA fieid'offiee. Persons who approach SBA for sggistance with panagement
'prnbleme are often referred to the SCORE/ACE representative foT assessment
y and counselling. The ¢ield offices together with the SCORE/ACE program
"epohee: eeminers, conferences and workshops on topics of greatest interest
|;n,thesmell business community.

- SROC's are based at colleges and universities and are jointly funded
' iby the SBA, the state and the host institution, They provide management
1eeunselling, training, and technical assistance to interested members of
\ Jthe small business community. At this writing, thirty states have

established SBDC systems, however Massachusetts is the -only one of the

" four states in our study to do so.

Banks are also jnvolved in the SBA network of programs and eerviees:
through their participation in the varisus lpan programs, primarily the 7;
(&) Reguler Fusiness Loans program in which the §EA guarantees up to 0%
| ef a bank loan. If an applicant is turned down twice by a bank for a
loan, he or she is then eligible to apply for an ZBA loan.

‘In‘ gection TII of the guestionnaire, we asked our respondents e
_numbee of questions regarding loans 'and other reguests and their

' expefiences with these institutions. We asked them to jdentify the
f;fpertieuler {nstitution they had approached and the purpose of their

eontect. We also asked them to describe the result of their request, (O



a&alugue their experience and, if appropriate, explain why they were
#@@a@tisfied and what they would propose to improve the quality of the
gRTYice or program.

Table 39 shows that the vast majority of respondents who used these
ﬁm&titutinns had approacﬂed either the field offices (44% of all
jantrepreneurs in our sample) or a bank (33%). Only 10% mentioned SCORE

ﬁhil@ 16% of the entrepreneurs in the Massachusetts sample mentioned the

‘@@ﬂﬂ's,aﬂ

TABLE 39

PERCENT OF THOSE WITH SOME ENTREFRENEURIAL EXPERIENCE
USING SERVICES OF MAJOR INSTITUTIONS

Institutions Number Percent
Field Offices 128 L&
SCORE ° 29 10

" §BDC's 23 16
Banks 96 a3

a'No respondents mentioned using the services of the ACE program.

A-b Percentage based on only 148 entrepreneurs in Massachusetts sample
. gdnce $BDC's do not operate in other states in sample.

35 These are probably slightly lower than the actual percentages who
used SCORE and the SBDC's since this was an open—ended question and some
réspondents may have used ~SRA" as a generic term for any of the agencies
programs. In retrospect we should have made the gquestion fixed choice and

1isted the agencies or offices.
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L Characteristics of SBA Users

Are some groups more likely to approach SBA than others? For
I‘egample, dges a person's race, disability or tevel of education predispose
i"ﬁr johibit them when they ;onsider their options? Or is it that some
groups gimply have more kmowledge of the availlability of SBA's programs
and services? Perhaps membership in a veterans organizatinn means they
héve‘ gfeater access to Information about SBA programs ot more
'encéuraéement to use the agency's services.
| Wiﬁh this in mind, we conducted a bivariate analysis of the data to
‘defermigg whether the likelihood of approaching SBA for assistance varied
with any business, personal, family or nilitary background variahles.35

|  as @ result of this analysis, we found no strong relationships that

‘are statistically significant befween use of SBA and background char=

‘ h;te;istiés. The SBA, it seems, is able to reach all demographic groups

with its services, However, several relationships of moderate strength

' are worth mentioning. The likelihood of using SBA's programs and geyvices
varies somewhat by rank, minority status, disability status and incoue.

e« The lower the rank the more likely a veteran is to request assistance

from the SBA. Sixty—four percent of the veterans whose highest rank’

achieved was Elgf3 had approached the SBA for help while 41% of

ex-offlcers had.

. 35'At the bivariate level we looked at the relationship between SBA
use and all background and experience variables in the questicnnaire (see
’ Attachment E). :

36 This is probably a good time to remind the reader that these

. percentages do not represent the level of use for members of particular

rapks-in the Vietnam-era veteran population as a whole, Our sample is &
"heavy user” group by design. that is of interest here is the
. relationship between the percentages for the two ETOUDS.



# Minority veterans37 are more likely to approach SBA than are Whites,
Sizxty~three  percent  of all minority veterans with some
entrepreneurial experience have done so while only 47% of White
veterans have.

& Disabled veterans are somewhat moTe likely to ugse the SBA than the
non-disabled, Fifty=geven percent of the former and 45% of the
latter reported at least one reguest.

¢ Veterans from lower Jncome groups are slightly wore likely to
‘approach SBA for assistance than are those from higher income groups.
Fifty-three percent of those who earn below $15,000 and 44% of those
. earning above 530,000 have sought asszistance.
Our, mext step was to use mulrivariate contingency tables to determine

'7,\whethgr any of these relationships are spurious or the product of
inbgractinn or intervening variables; apd to understand whether

‘oversaupling of particular groups (the disabled, ete,) could result in

38 The four

‘understating or exaggerating the importance of the findings.
bivariate relationships we explored further were those between SBA use and
'rank, minority status, disability status and income, In each case we used

the other three factors as contrel variables. The rtesults of this

' ‘analysis are summarized belew,
 Bank and SBA Useé
Qur bivariate analysis showed that SBA use decreased as rank

increased, This relationship remains essentially unchanged when we

concrol for income and minority status. However, when we control for

3 Tncludes Black, Hispanic, American Indian and Aslan veterans.
38 Since we found 0o relatjonship between employment &tatus,.

- aducation, vVietnam duty or group membership and SBA use, we can drop these
. yariables from further analysis.
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.ldisability status we find the relationship between rank and SBA use getg
\ u»stronger for disabled veterans and disappears for the pon-disabled. Thus,
Ithe aombination of low rank and being disabled increases the probabllity

;';that a veteran entreprenaur will seek assistance from the SBA. In and of

”‘3_1tself, rank is prabably not a very strong influence. We will compare the

 re1ative strength of each of these variables later in this section when wé

use-discr;minant function analysis.

" Minority Status and SBA Use

We found at the pivariate level that sinority veterans are more

'\“_ 1ikely to use the programs and services of the GSBA than are White

#été:ans. We used controls for both disabillty status and income to see
if this would have any effect on the relationship.ag We found that this
. pattern of use iz not affected significantly by whether or not & veteran
"'is’ disabled. However, Wwe did £find significant ipteta:tion betwaen
“‘\:minérity status and income. Mimority veterans with family incomes below

530 000 a year are ouch more likely to use the SBA than aré whites at this

;1chme 1evel (71% to 49%). On the other hand, the relationship between

minorities and Whites is actually reversed at the higher income level.

Forty—-five percent of Whites and only 29% of minority veterams ugze SEA at

‘this level. Thus, low income when combined with minority status appears

o be a stronger {indiecator of BBA use than either characteristic alone.

39 We also controlled for rank but most of the cell frequencies were

",‘ﬁod'small for meaningful analysis.
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" pisability Status and SBA Use

' wE fnund at the bivariate level that dizabled veteran antrepreneurs

*‘1gré gomewhat more likely than the non-disabled to use the programs and

‘ *iservices nf the SBA. When we cnntrol for the effects of rank, minozrity

; status and income we find that this relationship does not change with one
vexception: disahled wveterans with low income are much more likely than
pon=disabled veterans with low incomes to use ;he SRA (67% to 44%). Thus

‘i';he, combination of disability and low ineome are a fairly gtrong

_ihdication that a veteran entreprencur will approach the gBA for

'+ asgistance.

‘. Incowe Level and SBA Use

the difference between income groups in the degree to which they use
' ithe programs and cervices of the SBA was minimal - about 9% between the
‘ l¢west and highest BTOUP:. Rowever, some inceresting intéracticn effects
. are revealed when we conttol for other variables. For example, when we
cbntroi ’for minority status the differences between income EIOUpPS
Iﬁ:increases four-fold for minority veterans and disappears foT Whites..
Amﬁng all the =sub—groups, the one with the highest level of SBA use are
‘minorities with family in:omeﬁ between $15,000 and $30,000. Eighty-twa
percent of this group report having contacted the 5BA at least once.

| When we control for disability status, the relationship between
_ minority status and gpa use 1s affected for both disabled and nnn-disabled
feteranﬁ. _Among the non-disabled, members of the middle (§15,000 -~
séD,DbDj rather thapn the lower income group are the most likely users of

"SBA's ProOgTams and services (53%)., For the disabled, the lower



1ncqﬁé group contipues to he the primary users (67%) but; as discussed
earlier, the relationship becomes stronger. This reinforces our earlier
conclusion that low income and disability together are a StIong indicator

pi.SBA use.
Summar

While we fnund'no sttong bivariate relationships between use of SBA's
fp;ograﬁs and services and user characteristics, we did find that when we
. ynetituted controls for certsin variables that relationships for some
gub-groups are much stronger. The key £indinge are as follows:
il vetefan entrepreneurs who served in the lower ranks (E1=E3) and are
. disabled are very likely, relative to members of otheér groups, to use

the programs and services of the SBA.

| e minority veterans with family incomes below $30,000 are much more
" 1ikely than Whites at this level to use the SBA.

4 disability when combined with low income is a StIOng indicator of SBA
' use.

Perhape of equal or greater interest iz the absence of any
“xelatidnship between use of the SBA and such variables as education,

j“'ﬂegrge:of self—employment, entrepreneurial type and membership in veterans

'érdups. We might have hypothesized that the more educated veteran would

be more likely to have the confidence and sgkills to approach a bureausracy

for assistance but this was not confirmed. Some might have aexpected that

fgll-time or unsuccessful entrepreneurs would have a greater need for the
servic;s of SBA and would therefore be.more likely to use them but ouf
data &n net support this either, It might also have ;een argued that
:ﬁetérap entrepreneurs who participate in veterans organizations would have

more timely access to information concerning SBA's programs and services



: faﬁd pé:haPs more encouragement and might, therefore, be more likely to
gﬁpproach the SBA for assistance. But again our data do not provide any

" evidence that thig is occurring.
What we can gay 1s that relatively Epeaking,ao the combinations of
" 1ower rank and dis;bility,lminority status and low income, and disabllity
gw;;h ipw income are SLTONE indicators that a veteran entreprénaur will
f.pérceive the SBA as a source of asgistance and make the effort to request

LT

‘IPredictors of SBA Use

As a result of the preceding analyses we jdentified four factoTs that
" seem to be associated with whether or mot a veteran entrepreneur is likely
 L‘t0 uge the programs and services of the gBA. They are rank in service,

»iminbtity status, disability gtatus and income. We next used each of these

-1 Jindependent variables in the discriminant functien analysis. This

“Fedﬁnique enables us Lo mEa5uTe the relative power of each of these user
éﬁgracteristics to digcriminate between yeterans who maﬁe use of and do

i not use the programé and services of che SBA.AL The rtesults of this

. analysis are presented im Table 40.

40 1t is important %o keep in mind that .these are statements of
differences relative to the nupber of each group ig the population. The
pool of potential White users of the gBA in the Vietnam=erd veteran
X population 1is obviously much greater than the pool of potential Black

» users, Thus, more whites than Blacks will use the Agency's services but a
"higher propertien of all Blacks than of all Whites will do so. :

41 gimilar to regression, digeriminant analysis measures the effect

of each independent variable on a single dependent variable = im this

..case, BSBA use - while controlling for the effects of one OF more other
jndependent variables. BSee pp.18 = 20 for discussion of this technique.
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the variables in Table 40 are arranged from top to bottom in order of

o imﬁoftance. The coefficients show the relative ability of the variables

. to diseriminate between users and non-users, i.e., they measure their

| reihtive,ﬁtremgth as predictars.ag The data ehow that disablility status
ﬁitﬁ a coefficlent of .522 is the single most powerful predictor of use
'follewed closely by minority status with a coefficient of .475, Relative

' to these tvo user characteristics, neither rank nor income, by themselves,

, :ﬂ‘“are very powerful predictors of B5BA use. In fact, the four variables

-cqmbinad\prnduce a canonical correlation of only .181., This is quite low
‘and serves to reinforce our parlier statement that variation in patteras
.gf.SBA use between different demographic groups is mot great. It does
,appear':hat the Agency 1s making its services available to all. We will
“,:diséugs the implications of these findings further at the close of this

. section.

'42 These coefficients are analogous to the beta weights Iin multiple
regression analysis.



TABLE 40

RESULTS OF DISCRIMINANT FUNCTION ANALYSIS:
RELATIVE IMPORTANCE OF FOUR FACTORS IN
DISCRIMINATING BETWEEN VETERANS WHO HAVE
USED SBA AND THOSE WHO HAVE NOT

(n = 264)
Variable Coefficient’
pigabjility Status 522
Minority S5tatus -.475
Rank 372
Income L339
Canonical Correlation = .131b
Wilks! Lambda = ,967°

a Standardized canonical discriminant function coefficient

o 'b«The interpretation of the canonical correlation is gimilar to that
+ of the.mqltiple R in regression analysis.

o _-c A large Lambda indicates the overall function has a relatively lovw
pover of_discrimination.
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v'}'z,__Characteristics of Users of Private Sector Services

" What about veterans who use the financial, legal and accounting
"services available in the private sector? Are some Zroups wmore 1ikely
" than others to use these services? Do the characteristics of private
s -} - '
. gsaetor users differ from those most 1ikely to wuse the programs and
‘;ervicea of the SBA? We conducted the same set of analyses as above to
_determine whether the likelihood of approaching private sector
o instiuutinﬁs varied with any backpround characteristics.
Qverall, the bivariate relationships between private sectol wuse and
. packground variables are not much stronger or Dore significant than was
"fﬁe case with SBA use. The major findings are:

. Veﬁefan entrepreneurs who were employed at the time of the survey are
more likely to use private sector services than are those who were
unemploved. Forty-four percent of the employed  and 28% of the
unamployed reported such use.

e TFulletime entrepreneurs are mOTE likely than those in buginess on &
part-time basis to use the services of the private sector. Fifty-two

percent of the former and 36% of the latter group reported at least
one request.

L 43 This relationship was a bit stronger when 535‘5 definition of
© . - .part-time was used: 59% to 33Z.
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Wﬁma. ns with a college degree OT at least 1 year of college are
éﬁﬁ@a,hat more likely (44%) than those with no college at all (32%) to
e

rivate sectotr services.
wﬁme'rs of higher income groups are more likely to use private sector
pervices than are veterans with lower family incomeés. Thirty-three
nt of those earning $15,000 or less and 44% of those earning

]

50 50 or more were private sector users.

jlack veteran entreprenéurs are gomewhat less likely to use private
etpr services than are Whites., Forty=-two percent of the latter

and 33% of the former reported at least one request for
3Etance. There was no difference petween Whites and other

{ties.

: A!mncé again we used contrel variables to determine whether any of
[

hi?ariate ralationships were gpurious and to check for evidence of

act*on or intervening variables. They were also used to alert us to

‘ : %ﬁersampling of particular groups, in this case the unemployed and

igHly educated, could be affecting our results. The results of

anaflysis are summarized below.

i
oo

uémt gratus and Private Sector Use

] Qu& examination of the bivariate data showed that veterans who were
o

?ﬁya@ at the time of the survey were more likely £o repoTt having used

, ;L gince we found no bivariate relationship between private sectorl
. amd membership in vaterans' groups, Vietnam duty oT disability status,
1d not include these variables in the multivariate analysis.
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. the gervices of the private gector (44%) than those who were unemployed

[utgsz);“S  We used controls for disability status, income, rTace and

n';ﬂducation to see what effect these might have on the relatiomship.

When _we control for disability =status we find a gignificant

" 'interaction effect, for the disabled, the difference in use between the

L

-émployed and the unemployed drops slight.y, however for the non—disabled
‘”‘3”thg relationship becomes stromger. AmOng this group the employed are four
_'timeé sore likely to have used the services of the private sector than the

" ypemployed (427 to 10%).

" .one of the wmore interesting findings, however, 45 that the disabled

"yeteran who 1s unemployed is ouch more likely (3%9% rto 102} than the

non-disabled who is unemployed to have used the services of the private

gector. There are at least two possible explanations that come to mind.

7 Th§ fiyet is that povernment disability benefits may help to provide the
"nngﬁployed disabled veteran with the ¢inancial security and confidence Eto

”éeek asgistance; and the second is that the stigma of being unemployed
'  £ou1d bé guch less of an inhibiting facto¥ for the disabled than for the

non-disabled when considering whether or not to seek a lean. Perhaps they

. 45'frhis pivariate relationship poses some problems of interpretation
since we cannot tell from our data whether the respondent was unemployed

. ‘when' he or she made contact with the service provider or whether the
'~ unemployment was in part a consequence of being turned down feor a lean.
" In the. first alternative, employment status would be treated as a causally

'prior wvariable that might affect the chances of the person receiving &

loan. In the second example, employment status would be treated as the

‘dependent variable, i.e., the result of contact with the private sectol
institution. Our belief is that the first example is a much moTe common
 ogeurrence and thus we will treat employment status as an independent
 yariable when we use it In discrimipnant function analysis. Since our

{pmediate concern is with the degree of association between private sector

'~ use and employment status, We do not need to make any assumption about
‘which variable has causal priority for multivariate contingency table

analysis. However, the reader should keep in mind that both of these
‘axperiertices could be affecting the strength of the relationship.
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.pe:ceive ‘that representatives of the bank would be more forgiving of

: -uﬁempioyment if a person alsoc has a disability,

Controlling for income produces significant ¢hanges in the
* relationship between emplnyment status and private sector use. For those
with family incomes of 515 000 and above, the relationship becomes much
:_ st;onger. Employed veterans at this income level are two and one-half
tines mofg likely to use private sector gervices than the unemployed {45%
?H fg 18%).‘ However, for the lowest Income group we find that the employed
‘aré.po mote likely than the unemployed to use the services of the private
;séntn:. Low income, in this case, appears to be a levelling factof.
| The relationship between employment status and private sector use 1s
- als¢ affected when we control for race. While the effect for Whites is
pinimal, among glacks the relationship becomes Stronger. Black veteran
"entréprgneurs who were employed at the time of the survey are much more
likely to use the services of the private sector (44%) than those who were
' unemployed (13%).
Fiﬁally, we checked to see if education as a control variable would
'praduce any changes in this relationship and found that‘the effectes are
minimal The sub-group with the lowest rate of usge are unemployed

Jl'veterans with no college. Only 187 of this group have used the services

L Qof-the private sector.

~ Degres of Self=Employment and Private Sector Use

- Qur bivariate analysis showed that full-time veteran enkrepleneurs
are more likely to use the legal, accounting and financial services of tha
‘priVate gector than are those self~employed on a part-time basis. We

checked to see if this relationship holds when comtrels are used for



.inEOme and edu:ationbe and found some fairly strong effects. The
relationship between degree of self-employment and private sector use 1s
‘ strengthened for veteran entrepreneulrs with family incomes under £30,000,
"Full=time Fntrepreneurs at this income level are more than twice as likely
as part—timers to use privéte sector services, However, for those with
incomes $30,000 and over there is no difference. Slightly more than half
of both groups do.

When we control for education we find that the relationship between
degree'of self-employment and private cector use becomes stronger for the:
‘highest'and jowest educational levels, Full-time entTepreneurs with no
cnllege are two and one-half times more likely to use the services than
are those self-employed on 2 part-time basis who have not attended

college. The sub-group with the lowaest rate of wuse are part-timers

. without any college (20%).

The fact that part-timers at both ends of the educational spectrud
are much less likely to use these services ean probably be attributed in
large part to lack of need. They probably do their own books and the

‘nature of the business is such that they require lirtle capital.

" Education and Private Sector Use

At the bivariate level we found that veterans with a college degree
or at least one year of gollege are somewhat more likely to use priﬁaﬁe
sectar services than those with no college at all. When we control for

. race and employment Btatus we find no change in this relatiomship.

I_h& We also controlled for race but cell frequencies were too small
for meaningful analysis.
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. However, there is some interaction effect when we contrel for income and
" for degrae of self=-employment. For veteran entrepreneuls with family
\'1ncames'of $30,000 and above, those without any college are still less

., likely ‘to use the services of the private sector. At the lowest income

level, however, education does not affect the likelihood that a veteran

" will approach these institutions, Those with a college education are no

more likely than those without te use these services. At this level,

income is more important than education as a factor that encourages use.

- When we con;rol for degree of sgelf-employment, we find that the

" difference between the more and the less educated disappears among

full-time:entrepreneurs but increases among part-timers. The latter with

at least some college are more than twice as likely to use these services

’_as'part—time entreprensurs without any college (45% to 20%). Thus the

combination of part-time status and low educational level tends to be

associated with low usage of these services,

Intome and Private Sector Use

In our bivariate analysis we found that veteran entrepremeurs from

higher income groups are somewhat more likely than those from lower income

“-groups to use the legal, accounting and financial services of the private
" . gector. Since level of income can be a function of other characteristics
‘such as race, education, empleyment status oOT degrée of self-employment,

. we examined the relationship between private sector use and income while

controlling for each of theage variables. several findings of interest

'.emérge from this analysis.

There 1is interaction between race and income that affects the

relationship between private sector use and income. Among Whites, there



i no difference among income groups in the extent to which they use the

- private sector. However, for Blacks the difference among income Broups is

o .great. Black veterans with incomes above $15,000 are much more iikely

‘(5025 to use private gector -services than are these with incomes below

© 415,000 (94). *hus Black wveterans with low incomes are oOne of the

‘5ub*groups least 1likely to use private sector services.

Controlling for employment etatus has no effect om the relationship
ﬁetween private sector use and income £for employed veterans. For the

" ‘unemplayed, however, the difference between income groups is eliminated.
| Thé unemployed from the highef income groups are no MoOTe likely to use the
- Sgh than are those with lower incomes. Unemployment evidently has 2
tevelling effect in this regard,

When we control for degree of gelf-epployment we see no change among
full-time entrepreneurs but 2 strengthening of the relationship between
' inconme and private sector use among part-time eptrepreénaurs. Members of
-;pe latter group with higher incomes are puch more likely (56%) to use
- private secter services than are their lower income counterparts (20%),
Thus fart—time gntreprenaurs with little income are one of the sub—groups
1east.1ike1y to use the services of the private sector.

We look, finally, at the effect of education on the relationship
petween income and private sector use. When we control for education we
’ ’find that the difference between jower and higher income groups in level
of pfivate secfor use almost disappears. If a veteran has some college
e&ucation, income seems to make very 1ittle difference in whether or not
they approach the private sectol for assistance, However, for those
witﬁdﬂt any college, having a highet income does seem Lo be 1mportant:1n
“this regard. Veterans at this educational level with incomes $30,000 and

' above are twice as likely (47% to 24%) to use rhe services of the private



_sectnr as those with incomes below this level, Thus, depending om his
‘f unique sat of resources, a veteran appears to be able to draw either on
”\hig sducational credentials or his poesitlon as a higher earnmer £o sSupport

efforfs to- secure assistance.
. '

“J\R;ce:and private Sector Use

Thalbivariateirelationship between private sector use and race is
falfiy waak - Whités are only slightly more likely to use the services of
.. the private goctor than are Blacks, However, we thought there might be
snme stronger differences anmong certain sub-groups of our sample 8o we
phedked for this using controls for  income and degree of

#glf—employment.ki ‘What we found i1s that there Is no difference between

' Black and White veéterans who are full-time entrepreneurs in the extent to

N ﬁhi&h they use pr;vate sector services. Roughly half of both groups do.
;Hqﬁever,:ﬂlack veterans who are part-time entrepreneurs appear to be less
iikely than their'White counterparts to use these services.&a

When we control for level of income we find that the differemnce
s bé;ﬁegn Black and White veterans increases for the lowest income Zroup
. with Aoz of low income Whites using private sector services but only 94 of
low income Blackg doing se. There is essentially no difference between
thé two proupg at higher income levels. As noted earlier, the combination
of beiqg Black and poor seems to he a powerful barrier to private sector

' use for veteran entreprensurs.

‘ 47 tmen we controlled for education, cell sizes were too small for
‘meaningful statistical analyzis.

48 Unfortunately the cell size (n=6} is too small for meaningful

statistinal analyeis.
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‘A= was the case with B5BA use, wve found ne strong statistically
Aaignificéqp relationships between use of private sector institutlons and
- user éharacteristics at the bivariate level. However, when we used
’ fmultivariate contingeney tables to ctontrol for the effects of related

‘characteristics, we did find that the relationships for certaim sub-groups

' afe-atruhger. The key findings are as follows:
-‘:-_ Veterans who were unemployed at the time of the survey were unlikely

" to report use of private sector services, This is especially true

for those who were unemployed and were Black or had no college
education or had family incomes of $15,000 and above,

‘. Full-time veteran entrepreneurs with family Incomes under $30,000 are
‘moTé than twice as likely as part-time entrepreneurs at this income
level to use the legal, accounting and financial services of the

. private sector.

s Part-time status when combined with low educational level is a strong
' indication that a veteran will not use these services,

" @ Black veterans with family incomes over $15,000 are just as likely as

" White veterans with incomes at this level to use private sector
services but Black veterans with incomes below this level are much
-less likely than any other sub-group to use swuech services.

. As we noted earlier, some of the more interesting findings are the

"aﬁégnce of relationships between private sector use and certain variables,

.~ For example, we expected that there might be a tendency for entreprensurs

with'a business education or from higher socio-economle backgrounds49 to

usé these services more freguently but our data do not provide any

"Iwevidencé for this.

Ralatively speaking then we can say that employed veterans who are

_White and have family incomes $13,000 and .above are likely

43 . The socie-econcmic background variable we constructed is based om

' father's education and occupation and regpondent's education. It is not,

&irectly related to the respondent's income and occupation,
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"Qsers of the legal, accounting and financial services of the private
; gector, So too are full=time entreprenesurs and veterans with some college
eﬂﬁ:atiqﬁ. The least likely users are Black veterans with incomes under
"$L5JDDO aﬁd part-time entregreneurs with incomes under 530,000 or who have

' not completed at least one year of college.

‘ Predictn;s of Private Sector Use

Paszed on our bivariate and multivariate contingency table analysis we
"ﬁélected-five factors for use as independent variables in the diseriminant
‘fuﬁction analysis: employment status, degree of self-employment,
géucation, income and race. As deseribed earlier, with this technique we

can measure the relative power of each of these user characteristics to

A'«-distriminate between veterans who make use of and do not uze the services

in question. The results of this analysis are presented in Table 4l.
The wvariables in Table 41 are arranged in descending order of

_importance, For each variable a stapndardized discriminant functien

' . coefficient is presented. Thic coefficient represents the relative

',énn;ribution of :the variable to the process of diseriminating batween
. yetrerans in each group. As meptioned earlier, it measures thé strength of
- .that variable, relative to the others in the function, as a predictor of
use. The findings in Table 41 show that of the user characteristics
;idgntified earlier, employment status with a coefficient of .768 is by far
the most important precictor of private sector use. The positive
_direction of the coefficient confirms tﬁat veterans whe vere employed at
‘the time of our survey are more likely to have used the services of the

' private sector than are those who were unemployed.



- ;l‘-Ihe ‘pext stromgest predictoT, though much weaker than ewmployment
status, is degree of gelf-employment (part=time/full-time status) with a
?qeificiént‘of -.416., The negative sign reinforces our earlier finding
; that;paruf;ime veterap entrepreneurs are less likely than the full-time to

use p;ivate sector services. Baced on this analysis, neither Tace,

‘ -;édudatiag, nor income alone are very SLIOTE predictors of private sector

. use, We will discuss the implicatioms of these findings at the close of

' this sectien.

TABLE 41

RESULTS OF DISCRIMINANT FUNCTION ANALYSIS:
RELATIVE IMPORTANCE OF FIVE FACTORS IN
DISCRIMINATING BETIWEEN VETERANS WHO HAVE
USED PRIVATE SECTOR INSTITUTIONS AND THOSE

' WHO HAVE NOT

{n = 256)
variable Coefficienta
Employment Status +768
Part-time/Full-time -.416
Race, . 336
General Education -,199
Income -.124
Canonical correlation = .276b
Wilis' Lambda = .924c

? srandardized canonical diseriminant function coefficient

_b fhe interpretation of the canonical correlation is.similar %o that
. of the multiple R in regression analysis.

: € A large Lawmbda ipdicates the overall functien has a relatively low
power of discrimination.



vi{eon of Users of SBEA and Private Sector Services

lthat we have identified some of the characteristics of veteran
%eurs who use either the programs and services of the SBA or the
ﬁe factor, it might be of interest to compare these two user profiles

h%w they differ, 1In Table 42 we have created a matrix summarizing

miiarities and differences between the tw0o BTOUPS.

4@%% comparison in ~Table 42 reveals some interesting, if not

sirg, differences between the two user ETOUPS. Vietnam—era vel&Trans

the lower ranks, members of winority groups, lowet income groups, and

isgbled are somewhat more likely to perceive SBA as a realistic or

réd source of assistance than are their counterparts from the higher

joerity group, higher income groups and the non~disabled. ©On the

Rl

and, Vietnam-era veterans who are non-black, who are currently

yefl, have a college degree, higher dincomes or aIe full-time
1
prf;fmeurs aAr

.l

w'aqa their Black, unemployed, less educated, low Income oF part-time

e more likely to use the services of the private sector

i .
neur counterparts.

_ F4°m the preceding summaxy, it appears that SBA as '2 government

uy! is perceived by minorities and the disadvantaged as a morIe
i

‘ﬁiséic'source of assistance than is the private sector. " On the other

N Leteran entrepreneuts who are members of the more privileged groups

gociety eor who are full-time entrepreneurs may be more likely te

eive the private sector as the best source of assistance. At the

data from several open-emded questioms.

hf this section we will use

*th¢ questionnaire and from our in-depth interviews with veterans to

P ds better understand what motivations and feelings are at the root of

e!variations in patterns of use.



TABLE 42

COMPARISON OF VETERAN ENTREPRENEUR PROFILES FOR

USERS OF PRIVATE SECTOR AND 5BA PROGRAMS AND SERVICES

User Characteristic

|

-Institution| Rank Race/Minority | Disability| Employment| Education] Income Full/part
S - Status Status Status Time Status
SRA - Lower ranks|Minority vets |Disabled No No Vets with No
P more likely{more likely vets more |difference |difference|lower difference
' than higher|to use than likely between AMONZ incomes are| between part i
ranks whites than employed levels of |more likelyjand full-
especially |especially non- and un- education |than those |time
when Blacks with disabled [employed from higher '
veteran low incomes vets income
is especially groups
disabled thoge with
low income
| Private Fo Black vets No Unemployed |Vets with |Vets with Full-time
| Segtor difference |less likely difference|vets legs |[less higher Entreprensurs
S among ranks|to use than | between likely than|education |incomes arejare more
whites disabled |employed are less |more likely|likely to use
especially and non- (especially |likely fo [than those |than are
those whe disabled [the un- use than |from lower |part-time.
are part-time employed those with|income Part—timers
entrepreneurs vho are college  |BTOUPS w/o college
or have low Black, or |degree especially |edugation or
income. Other have ne Blacks withjwith low
winorities are college low income | incomes are
no less likely gducarion least likely
or are not users
disabled |



- 4,  Types of Requests

" We also asked each respondent to describe the nature of each request

they made to 2 particular institution. Based on an analysis of their

. eontent, we were aple to eclassify them inte three major categories:

'"ltlueﬁs, planning or marketing and accounting or legal. In Table 43 we

' present data on the percentages of veteran entrepréneurs who have made
feeeh type of request. The data show that requests for informatiom on

1eens and/or applications for loans are by far the most common Teasun a

s veteran appreaehee either a governmment agency orf a private institution.

.'jPerty-fqur percent of all veterans with entrepreneurial experience im our
‘\eemfle ﬁave approached a government 2gency, usually the SEA, conecerning a
:eloan. Thirty-four percent have approached a private institution, usually
"e beek,'for the same Teason. Stated in another way, 81% of all those
"ﬁeeeking assistance from the government and 8l% of those seeking help from

the' erivate gector were seeking financial assistance. Much smaller .

ﬁereentages sought help with business planning or marketing ot with

acebunting and légal problems.
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TABLE 43

PERCENT MAKING EACH TYPE OF REQUEST
TO GOVERNMENT AGENCIES AND PRIVATE INSTITUTIONS

Government Agencies

Private Institurions

S % of All % of All % of All % of 5113?
Request Entrepreneurs | Requests Entrepreneurs Requests
1 voans | 44 81 34 81
planning/Marketing | 12 23 6 16
] &ceounting/Legal 3 5 6 15
(n = 292) (n = 187) (n = 292) (o = 161)
a

Percentages do not total to 100 since some respondents made more

than one type of request.
‘.d'b
applications.

. 5. Evaluation of Experience

Includes both requasts for information on loan pYOgrams and formal

We asked respondents to describe whether or mnaot they had been

successful in their effort to obtaln various forms of assistance from the

SBA and whether they felt the Agency had been helpful to them.

responses are summarized in Tables 44 and 45.

Their

Table 44 shows that 674 of

all requests made to the private sector were successful from the user's

~ viewpoint put only 45% of those to the SBA were.

It alse shows that 73%

'_‘df all requests to private sector institutions were rated helpful while

dnlylklz of those to the SBA were.

The data in Table 43 is organized into three evaluative categories:

Ahelp#uf, not helpful and mixed.

i.e., a response can only be placed in one.

The categories are putually exclusive,

Many respondents reported




‘mqfe_than one exﬁerience. The helpful and unhelpful categories include
':bnly thosg who felt the agency had been helpful or unhelpful in every
\éésé. The mixed category includes those who had one or moré helpful
éxperlénce and one or more experiences that were not helpful.

The most obvious finding in Tables 44 and 45 is that Vietnam=era
vegersn entrepreneurs are much mere likely to feel the private sector is
‘ﬂ'helpful to them than they are the SBA. Sixty-one percent of those who
gppfaache& private sector institutions for assistance had only positive
EEElings about the response, whereas only 29Z-of those who approached the
‘SBA-felt this way. Looked at in a more positive way, the data show that
61% (29 + 32) of those using the SBA ha& at least one positive experience
:whila 90% of those using the privéte sector did so. Differences between
SCORE users and field office users are not great though the former are

_'someﬁhét more likely to be satisfied with the service they recelved. We
- Qiil gxplnre the implications of these findings at the close of this

section.
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TABLE 44

RESULT AND EVALUATION OF REQUESTS TQ SBA
AND PRIVATE SECTOR INSTITUTIONS®

. Institution
Resu;t . SBA (%) Private Sector (4)
'Sﬁc:gssful 45 6?
© Unsuccessful 55 33
| 100 100
(n = 200} {n = 169)
Helpful 41 73
.No£ Helpful 59 27
100 100
(n = 212) (n = 166)

o '8 pepcent of all requests to SBA or private sector institutions
were successiul or unsuccessful and evaluated as helpful or not helpful.
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TABLE 45

QUALITY OF EXPERIENCE WITH
SBA AND PRIVATE INSTITUTIONS

. Institution Helpful®  Not Helpful®  Mixed® Total
' ) . (%) (%) (%) (%)
AL1l SBA (n=156) 29 39 32 100

2| Fiela offices 28 41 31 100
" SCORE 36 25 19 100
- SBDC's 18 30 52 100

" .| Private sector (n=106) 61 10 29 100

L ‘,adﬁvaluated all experiences as helpful

b roaluated all experiences

as not helpful

© §ad at least one helpful and one unhelpful experience

‘Relacioﬁships Between Background Variables and Satisfaction

ODnce again we carried our analysis a step furthér to determ
whether, particular personmal or busi

agsociated with & veteran's feelings about

;nétitdtiuns.so At the bivariate level we found that:

the SBA or private sector

ine

ness characteristics were strongly

e Veterans who served im the enlisted ranks were more satisfied than

ex-officers with the assistance

they received particularly these from

the lowest ranks (EL-E3). Seventy-nine percent of the latter and

only 27% of the officers reported at

" 8 Minority veterans were

more likely to express satisfacti

i gervice they received from SBA than were White veterans.

" percent of the former and 5

one helpful experience.

least one helpful experience.

on with the
Seventy-six
7% of the latter group described at least

50 At the bivariate level we looked at the relationship between
. d all background and experience variables in
"+ the questionnaire (gee Attachment E).

" evaluation of experience an
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. @ ‘Members of lower income groups {(under $15,000) are much more likely
. .- tp be satisfied with SEA's programs and services than are members of
highey income gIOUPS. Only 36% of those earning $30,000 or more
reported at Jleast one helpful experience while 73% of the former

~ group did.

" 'e Veterans who served {n Vietnam are more likely to be dissatisfied
- with S5BA's programs and services than are era veterans who did mnot
 gerve’ there, Only 547 of those who served in Vietnam reported &t
. least one helpful experlence while 78% of the latter group did.

e While the overall relationship between both general and business
' education and quality of experience was weak, it is interesting that
~ those with an advanced degree in a business related‘figid appear to

~be the least satisfied of any of the educational groups.

. Successful entrepreneurs &are gomewhat more 1ikely than the un~

successful to express gatisfaction with cpA's assistance (60%. to
41%) .

pagzed on this bivariate analysis we see that service in Vietnam,
‘:rénk; mipnority status, lncome, entrepreneurial type and possibly business
o eﬂuaétion..appear to be characteristics that influence quality of
;é#petienﬁe with SPA. VeteTran enfrepreneurs who are successful or from the
.loWEf ranks, minority groups and lower income groups are pore likely to
- feel the ageucy haze been helpful to thewm. On the other .hand, ouT data
suggest that veterans who served {n Vietnam or who have 3 graduate degree

'  in a business-related field tend to be critical of the agency.

Predictors of gsatisfaction with SBA Use

‘Based on the preceding analysis we celected six factors for use as

_ independent variables in the discriminant function analysis: service in

3l pynfortunately, the cell size (n = 7) is too gmall to make &

gtronger statement.
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-jﬁietnam, rank, minority status, income, entrepreneurial type and business
fedpéatinn.jz As we have noted previously, this technique allows us to
tmEasure the relative power of each user characteristic to d;s:riminate
_peﬁﬁggn tpose who were satisfied with SBA's séervice and those who were
-ﬁét. Table 46 presents the results. It shows that minority status, with
;  afdnoaffiéien: of .757 is the best predictor of satisfaction.  This
' ‘q;ﬁfi;ms our earlier finding that minority veterans are moTe likely than
| Wﬁites to be satisfied with the assistance provided to them by the SﬁA.
' fihelsecond best predictor is whether or not a veteran served in Vietnam
(;531}, followed closely by business education (.503)}. Veterans who
- ;efved'in Vietnam and those with more business education are more likely
 u';o_.be ﬁritical of the BSBA. 0f the remaining three variables, only

" entrepreneurial type (.377) shows any strength as a predictor of

' . satisfaction, gucceseful entrepreneurs are more likely than the

”_uﬁsuccessful to be satisfied. Based on this analysis, neither rank mnot

' ipncome alome are good predictors af satisfaction.

32 Because only 51% of respondents who used SBA evaluated their
- experience, cell frequencies wera too small in most cases to carry out
mxltivariate contingency table analysis.
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TABLE 46

RESULTS OF DISCRIMINANT FUNCTION ANALYSIS:
RELATIVE IMPORTANCE OF SIX FACTORS IN
DISCRIMINATING BETWEEN VETERANS WHO WERE
SATISFIED WITH SBA'S SERVICES AND THOSE
WHO WERE DISSATISFIED

. (n = 133)
variable 4 Coefficient’
Minotity Status .757
Vietnam Duty .53l
Business Education .503
Entrepreneurial Type .377
Rank ' ‘ .103
Income .102

—t

canonical correlation = .239b

Wilks' .Lambda = ,943°

'# gtandardized canonical discriminant function coefficlent

- b The interpretation of the canonical correlation is similat o that
. 6f the multiple R in regrescion analysis. .

, € A large Laﬁbda indicates the overall functicn has a relatively low
power of discrimination.

We attempted LO conduct the same analyses for experiences with the

. private sectlor but with very iimited results due to the relatively gmall

. gumber of cases in the rnot helpful” categoTy. Essentially this suggests

- po significant variation among different groups in experiencés with the

private sectoT.

-
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j Reasons feor Dissatisfaction

. ye .asked those respondents who had deseribed one or mOIE of their
I'gxpe;iences with the $BA as unhelpful to tell us why they felt this way.
. The duestion vas open—ended and from a reading of their responses we

jidehtif;ed 3 general categories that seemedlto best fit the data. These
.«are; (1) quality of personnel or services; (2) program limitations; and
' (3)'burgau;ratic procedures. Perhaps the best way to clarify theee is to

Wﬁresent'sevaral quotes from the questionnaire'which represent examples of

gach type.

Quality of Personnel/Services

|

 Remarks Concerning SBA

"The SBA people look for the easy way to push you out the door and I
. never got the feeling they had an interest in my needs.”

"Felt like I was 'bothering' them. Answers were too generalized and
vague., Atmosphere was toO casual.”

“In general, SBA officials had to be fought or pushed every step of
© the way — most frustrating experience = their inefficiency cost me 2
pinipum of $15,000 in increased costs,” -

"people in SCORE were not aware of eurrent marketing information and
could not provide any information. Basically the twd people were
incompetent.”

. *. " 'Remarks Concerning Private Sector

"commercial bank: 1 found them upninterested to the point that oy
lpan request was regarded as 'not even to be considered.’ Only at my
strong and unyielding insistance did they write me 3 tletter of
declination!”

wgapvices generally overpriced., Delays in fulfilling commitments.
Advice, later found to be not in best interest.” (Legal services)
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Program Limitations

Reparks Comcerning SBA

“I thought because 1 was a Vietnam-era vet there vould be some kind
- of special monies set aside for the vets. I saw an SBA Rep., Told
hip what I was interested In and he gaid 'I'm sorry but right now

you'ré the wrong sex apd color'., That was in 1979. 1 haven't been
back since.” !

"1 was told 'that beecause T was not & pember of & minority group I
“would not be able to get a loan.” T

© “only people with 2 good income and credit will get loans. If you
start from scratch the chances for success are not geod.”

"It seemed ﬁo me that unless you had every kind of security = house,
¢car, money = you couldn't even come close to getting help.”™

"No collateral, mno guarantee on Wy loan request, thereby ne loan!
Although I had a contract with (name of company) for a fLwo year -
period.” '

"Loans for émall business — must be turned down by two banks in order
to be congidered for an SBA loan. Interest rate for business was 14%
(too high). Was told that SBA loan guaranty would be no less.”

Remarks Concerning Private Sector

"BANKS: Wanted too much collateral = If I had that much collateral, 1
could use same and mot have to pay interest on a loan!”

“Commerciai banks in my area don't give loans longer than 5 year
periods. I couldn't afford the repayments. 1 needed 10 years.”

“No track record. Too small.”

» 1gp What?' attitude to veteran status. 1f the government Weans
these programs to be specifically for veterans, overly comservative
attitude of lending {nstitutions should be taken into consideration,
from my own experience it seems that the only way you can qualify for
a loan is if you don't really need one, I.e., sO much collateral
that the lender can't possibly lose if you default, If a vet is an
alcoholic or drug addiet, he can go to the V.A, hospital and have
thousands of dollars spent by the govermment to EXY to rehabilicate
him. But if you ask to borrow an eguivalent sud of money from the
government {through a bank) they tell you to 'gat f____gd‘ of put up
$2 in collateral for every dollar they lend you." - '

e



Bureaucratic Procedures

Remarks Concerning SBA

' *T and most other vets (who were at the same meeting) were thoroughly
demoralized by the iInordinate amount of paperwork and the time
clement necessary to process sald paperwork.”

"They told me there vas a two year walt."”

"1 'was sent from desk to desk (By phone) without any neoticeable
‘results.”

"No pne seemed to know where to Toute my request or who to route it
to.”

Rgmarks Concerning Private Sector

5econd bank played with our paperwork for 3- -4 wveeks,"

Tayle 47 presents the distribution of responses according to these
”’ca;géories. Once again there ate clear differences between the experience
K of vetefan entrepreneurs with SBA and with the private sector. The
' ;fEEquenny of complaints that center omn personnel and the gquality of
" gervice delivered is much greater for experiences with the SBA than it isg
' fd:' those with the private &ector. For the latter, ,the most common i

«'cpmplaiﬁt has to do with program limitations such as collateral and equity -

L ‘requirements or dollar limits on loans. We will discuss these findings

’fgﬁuriﬁer at the close of this section,



TABLE 47

: REASONS WHY SEA AND
- PRIVATE INSTITUTIONS WERE NOT HELPFUL

s el

. Reason (&)
S Quality of Frogram Bureaugratic | Teotal
' Institutions Personnel/Services | Limitatioms | Procedures
ALL SBA® (8=74) | 65 27 8 100
. Private Sector (n=23) 41 54 5 100

- 2 rThe nupber of respondents vsing SCORE and the SEDC's who gave
© . reasons for their dissatisfaction was too small for further analysis.

: We attempted to extend our analysis, as we did previously, to
1detqrmine whether any personal or business characteristics were strongly

' asséciated with ﬁhe reasons veterans gave for their dissatigfaction with
' these institutions. However, the numbers in each cell were too small for

'J‘ significance testing and thus we had to abandon the effort.

. Suggestions For Jmproving Services

Finally, we asked those respondents who had one or more experiences
with the SBA or private sector for their suggestions as to how services
éoﬁld he improved. Eighty=three respondents O 58% of those who had
gxperience with the SBA had at least ome suggestion to offer. An analysis
of the content of these supgestions shows that they fall inte five general

- categories. These catggories, arranged in order of tﬁe frequency of
sgggestions in gach, are as follows:
Iol special consideration: increased personal attention

"# special consideration: ¢hanges in program criteria/requirements



© @ organization changes
a better information dissemination

e increase numbers or upgrade quality of personnel

' Special consideration: Incteased Pergonal Attention

| In a study that origimated from a concern that Vietpam—era veterans
.”:ﬁighé have special needs that require some form of special consideration,
jit is‘ fitting that the most frequent suggestion thils group makes for
_imﬁruving 8BA's programs and garvices is that more personal attention and
special consideration be shown to them. As one respondent put 1t: "The

JJSBA.shpuld rake a chance on aspiring vets — after all, we tock a chance in

"-V*Ham'.“- Or as another stated very simply: "They should sit down and talk

' to us -.they should just spend more time talking to us.” And finally the
~frustration of a third vateran is evident in the following remark: "Cut

the bureaucratic red tape and talk teo us as necophytes not as big

. businessmen, We want te pet started!!" Specific suggestions included

having a case worker “to help the vet through the bureaucratic maze" and

having a person "to sit down and help us complete the forms."

fﬂpéclal Consideration: Changes in Program Criteria/Requirements

The second most frequent type of suggestion focused on the provision
‘\;f special consideration by loosening the requirements for participation;
 in:SBAﬂprngrams, particularly loans. Suggestions ranged from elimination

. nf:the,SIX owmership requirement and “2 turn—downs by 2 private bank”

Tequirement to "loosening the collateral requirement" and broadening the

definition of quélified businesses to ing¢lude real estate. Perhaps the



'_mbst emphetie statement made in this regard was the veteran who said:
“The requirement that omne pust be turned down by several banks before ome
can secure a SBA loan 1s plain stupid and a waste of business

= prefeseienels‘ cime!”

"”'gzgenizationel Changes

'ihe third most common type of suggestion had to do with fundamental
.ehenges in responsibility for services to veterans. A few respondents
Tﬁ'suggeeted eliminating SBA and gseveral felt that responsibility for
‘businees gervices Lo veteérans should be placed in the hands of veterans
either by hiring them oT creating a systed of branch service centers

specifically for veterams.

"Better Information Dissemination

Tﬁe type of supggestion made next mOSt frequently had to do with

ieproving the process of {nforming veterans about the PrOgLans and

eetvicee of the SBA. Several respondents noted that they learned about
", the SEDC's oT the direct loan program ;by aecident”, Omne guggested that
J if SEA had store fronts 1ike the Vet Centers of the V.A. that vets would
be more familiar with and use the programs more. As one respondent put
‘ it: . "More information should be published as to where to go for help and
suhat are the necessary things the applicant should be prepared to bring o
an initial interview. The Agency should Ty to understand that in most
eeeee the persen is mew at all the 'red tape’ and be moTe eager to put him

at ease.”

g Pum— —



" Ipctease Numbers and Upgrade Quality of Personnel

The type of suggestion made least frequently was that SBA should
- increase the nunber and quality of personnel in the field offices and

‘_7felaied programs. One criticism mentioned by several respondents was that

"', the SCORE volunteer assigned to them did not have any experience in small

business or the businass the recpondent wag in or interested in entering.
bne;suggESted that the agency should recruit active executives rather than
\';eﬁired executives to assist veterans. Evidently he had not heard of the

ol A;E.p:ogram.

Suggeétinns for Improving Private Sector Services

We aleo asked veterans wheo had experience with the legal, accounting
aﬁd finanecial jmstitutions in the private sector to Suggest ways that
t;heir services could be improved. Forty-six percent of those who used
: these‘sérvices rgsponded to this question — a total of 53 respondents.
‘ Ihéir fasponses can be placed in three of the same categories as those
;jﬁ;tdigcussed:
: ¢  special consideration: changes in program criteria/requirements

s special consideration: increased pergomal attention

# organizational changes

sjEcial Congideration: Changes in Program Criteria/Requirements

By far the most frequent suggestion made had to do with liberalizing
the rules used in loan programs. Specific suggestiun& were Lless
collateral or eguity, lower interest Tates, lower ceilings and longer

Vo)

terms.. '



i

, I;special Consideration: Increased Personal Attentionm

'Thé next muﬁt frequent suggestion focused on increasing the personal
iattentibn_that véterans recelve. Several veterans complained that bank
L ﬁffi;ers did no; hanage a 1;an in a personal enough way., They would like
fgo_;ég more site:visits. Some also felt that when an application is being

’ congidered that a bank official should attend meetings of the firm's board

'ﬂnn partners and make more of an effort to get to kmow the prospective

. borrower. One respondent felt that “"too much weight is placed on objec=

‘tive financial and experience criteria and not enough on the more

ipfaug{ble personal qualities of the applicant.”

“Orgénizatinnal Changes

Tﬁis concern for more personal attention iz also evident in sugges-
Itions for orgaﬁizatiunal changes. One respondent suggested that banks
havé an Affirmative Action Officer for veterans and aﬁother felt that
tﬁere*shOuld be a special liaisen person for banks within each SBA field
 office. A third argued that bamks should pake a special effort to hire

Vietnam—-era VveteTans to coordinate the bank's participation in SBA

. .programs.

The purpose of thils section has been to understand the perceptions
that Vietnam—era veterans have of the SBA and private sector institutions,

particularly banks, that often play a eritical role in the‘starf—up and



" o§efé;i§n of small :enterprises. As the basls for developing this
'qﬁéersﬁandiﬁg we use@ poth quantitative and qualitative data from the
L qﬁestioﬁnaite to describe and analyze user characteristice and their
patﬁerns of use, types of requests, their feelings about their experience
.“ andiany ideas they might ﬂave for improving the gquality of services to
:ﬁétarans. In the-féllnwing remarks we will integrate the findings based
siép‘“the‘ questiunna#re data with what we learned from the in—-depth
;  igt§rvieus in an effort to arrive at a fuller understanding of veterans'
: ﬁpqtﬁéptions of thes? {nstitutions. We pegin with a brief aummary‘nf the

méjnilfin&ings in this section.

i’ As a service. ingtitution, the SBA 1s reasonably guccessful 1n
- reaching a1l demographic ETOURS® including minorities, the disabled
and veterans from all levels of education and income.

e PRelaztive to rheir numbers in the larger Vietnam-—elia vaeteran Popu”
lation, veterans are more likely to usé the services of the gBA if
they have one of the following combinations of characteristics? (1)

. .lower rank and a disability; (2) minority status and low income; OT

(33 disability and low income.

‘e . Disability status and winority status are the two strongest
predietors of whether or not a veteran entYepreneur will approach the
gp4 for assistance. Relative to their nuzbers in the populatiecn,

minocity and Jisabled veterans are the most likely wusers of the
programs and services of the SBA.

" & Veteran entrepreneurs are more likely to use the legal, accounting

‘and finanecial services of the private sector {f they have one of the

' following combinations: (1) employed and either White, college

educated, or with fapily income above $15,000; (2) full-time
en;repreneurs; and (3) higher income and education lavel in general.

a BReing unemployed or having & history of unemployment ig the single
strongest predictor that a veteran entrepreneur will not use the
gervices of the private sector.

e The primary reason for contacting both the SBA and private sector

. {nstitutioms 1s financial. Eighty-one percent of all respondents

paking requests were eithel applying for ioans or seeking information
. about loams.

53 Unfortunately we were unable to determine usé patterns for women
because there were too few in our sample.
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# Veteran entrepreneurs are much less likely to be successful in thelr
requests and more 1ikely to express dissatisfactlon with the services
and programs of the SBA than they are with those of private sector
institutions.

e The focus of their dissatisfactiom with the 5BA is on the quality of

- personnel and/or service, whereas the focus in the private sector Is
on program requirements and the limiting effect they have on
opportunity.

'@ Digsatisfaction with the SBA is most widegspread among ex=-officers,
white veterans, those who served in Vietnam, are from higher income
groupe, have been uneuccassful in trying to start a business, of have
a graduate degree in 2 business related field.

e When asked what they would propose be done to improve the situation,

‘the most common themes for both sectors wereé: (1) take the time to
shéw more personal attentjon to veterans; and (2) give veterans
special breaks in the form of lower interest rtates, lower loan
ceilings and longer terms.

These findings tell an interesting story. They suggest that there is

’&fj‘é tendency for veterans from groups suffering from social and economic

disadvantage in our society (minorities, the disabled and lower income

g;uupsf to perceive the B5BA, a government agency, Aas a more realistic
source of ageistance than the private cector. Anticipating discrim-

' ination, many disadvantaged veterans do mot trust the private sector.

These tendencles are quite consistent with the traditional wview of

. government's role as supporter and protector of the less advantaged in out

society. At the same time, groups with greater advantage prefer to turn

to the private sector for legal, accounting and finaneial assistance.

" Many migstrust government bureaucracies as being remote and unconcerned,

'whi;e they view the private sector as being more Tesponsive and more

oriented to customer service.

Thie view of government is also evident when we look at the user
characteristics associated with gatisfaction and dissatisfactiom with the

. gBA, Not only do disadvantaged groups have higher rateg of participation

but they are also more likely to be satisfied with the gervice they re-

ceive. Deserved or not, the SBA has developed somewhat of s reputatiom,



\ ‘ar leesr ameng the ﬁhite ealee in our sample, as an agency mDore committed
'.:ce eerving minorities, women ‘and other disadvantaged groups than te
. serving members of higher status groups in our soclety. This feeling was
_expressed frequently in the open~ended remarks on the questionnaire and in
d';the in=depth interviews with veterans, Many White veterans believe that
Fireveree discrimination {2 standard procedure and, according to the
eererens',repnrte to ue, some SBA officials are encoutaging this belief
thrnugh.their remarks to these veterans.
'31Hnw are we to. interpret these findings? Taken at face value they
‘:auggeet'thet Vietnam-era veterans who are or have been engaged in small
: busineesee and who have used the services of the SBA have a rather

' unflatrering image of the agency. pefore accepting this as the whole

.“.etpry, however, it 1s important to ack and answer three gquestions. The

first is: are the views described here those of a tiny vocal minority who

. heppened to partieipete in this study or are they more representative of

'f:the entire group of veterans who use the services of these institutions?
.The,eeeend question {g: are the criticisms written in the questionnaires
'greunded '4n very strong feelings oTr are they simply the product of an
‘epportunity to let off a little steanm about something that they really

" ‘hadn't given much thought to? The third question is: is this criticiswo

ie ‘etricrI? a producr of their direct experience with the SBA or is there a

‘prdader?context that ig important Lo understand? We had each of these
iqees:iuns in mini when we conducted 60 in=depth interviews with veterans
'; who had also completed the questionnaire.
OQutr first question then has to 'do with how representative ouT
efindinge are, Given that a significant proportien of SBA users in our
: eemple expressed some dissatisfaction with their experience with the

'QegenEy, what can we conclude about how widegpread the problem is?



 Gould this simply be a case of a vocal minority who are more active in

. Vietnam veterans' organizations and are using this gtudy as a means of

-, pttacking one moTe governgent agency?

Becéuﬁe of our sampling procedure, i.e., the use opf veterans
organizatinns to 'rTeach respnndents, we considered this possibility very
' seriou51y and after careful examination of the data have concluded that
-fthis is pot the case. We first looked at the Broups that are over-
. reﬁfesented in our sample to see vhether they tended to be mole
d;ésatisfied than .those who are underrepresented, The groups we‘refer to

"afe the disabled, the more highly educated, the unemployed, veterans who

'f‘dse:ved'in Vietnam and those who are now members of veteran organizations.

A review of the bivariate data on the relationships between these
~ user characteristics and quality of experience with the SBA shows that
-.peither the higﬁly educated, the disabled, the unemployed nor members of
1Vietnaﬁ~era or other veterans' groups are more likely than thelr opposites
' to be dissatisfied with their experience with the SBA. Only one BIOUP,
those who gerved in Vietnam, were morTe likely to be unhappy with the SEA,
' ihis is an important exception since 79% of our sample did serve in
Vietnam while 6nly 4% of the total Vietnmam—era veteran population did.
Huwevér, when we look at the percentage of each group who had at least one
"unsatisfying experience with the SBA, we find that 75% of those who served
.in Vietnam did but 62% of those who did not serve also had negative
experiences. Thus, the difference 1e not great enough to lead us to

conclude that by oversampling among the former group we are serjously



o fevers;eting the extent of digsatigfaction with the gBA among users of the

’:~'a5eeey‘s-sefvieee.54
- ﬂItﬂis important, of course, to keep {n mind that we arTe examining
'5n1§ the wievws of users of|SBA and that this group {s a relatively stall
"feeb-greup gf the total population (epptoximetely 12 of =all small
- ﬁueieesees). However, there ig come evidence from our interviews that the
'heeﬁeeniee;ien network within the Vietnam-ere veteran comuunity is “putting
;‘the'werd out" on the SBA. Among the in—depth jpterviews we conducted were
~i;‘ w#th veterans who had Strong entrepreneurial aspiteeinne but 0o
«'ﬂexee:ieneel with the agency, and 10 others with souwe entrepreneurial
.e.eeperienee who had not had any direct contact with the 5BA. In B of these
;-23 inrdepth {nterviews the veteran expressed negative views of the SBA
'e}beeed on 'second and third hand aceounts of other veterans' experiences.
.?:é;;arl& the grapevine is working against the agemcy.
'fﬂe eddrese purselves now to the questiom of the depth and intensity
"~ of the feellngs expressed in the queetiennaire responses. These written
ﬁeepenees were often brief and gometimes :typtie.55 Tt is possible that

mapny, if not most, of these comments are simply examples of routine

‘ 54 However,  there is one Ssource of possible pias that has not been
pentioned. This is the type of questioms that were and were not asked of
the veteran. Sipce we were trying teo learn how to improve gpA's services,
we did not agk respondents to explain why the agency had peen helpful but

‘only for their explanation of negative experiences and then we focused on

these in oul analysis. Thus to somé extent oul method encouraged negatlive
ceriticism. For yespondents with strong feelings this made no difference

 whatsoever, however, for those with more diffuse OT unformed opinions we-
., may .have prompted a negative response that means Very 1ittle, Still we
use the numbers to compare two ot more ZTOUpS rather than %O peasure in

absolute terms O this could only be a minor source of bias.
55

" . experience of the veterans and their feelings about it.
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: However, we also received 2 gipgnificant number of lengthy and
carefully constructed Tesponses that described in great detail the



:!ﬁriticism of big government and bureaucracy = & traditional ritual and
right in our soclety. The setting and format of an open—ended interview
- i§ degigned to allov the respondent to go beyond such responses. One of
'Zﬁthe:'primary purposes of the 60 in~depth interviews we conducted with
ve;eransJWas to allow us to ;xplore in greater depth the reasons for their
-;dissaﬁisfaction with governmental and private institutiems. In these
 1ﬁterviews we gave the respondent an opportunity to qualify or sharpen
.‘t#eif 'questionnajire Tresponses and allow us to gauge the depth and
Tintehsiﬁy of the feelings behind the comments,

Our econclusion, based on 37 interviews with vererans who had one oF
-fﬂore ex?erienceslwith the SBA, is that the pmajority of those who have
"eﬁmplaints about' the agency have rather strong feelings about their
-Uererience. For example, one respondent, & veteran who we have classified
ias-unsuceessful, approached a field office about a loan and reported the
following experience:

“Tﬁey grilled me about why I thought I should get a break just

because I was a veteram. 1'm through with them. . I'll never go

back!”

Aﬁother respondent who had operated his wholesale business
su;cessfully for three years was looking for some management advice and
‘was referred to a SCORE representative by the field office. He described
'thé‘peuple who spoke with him as "a bunch of old men who are retired
-exegu;ives from Gulf or somewhere who never started a business on their
oyn;“ ‘A third rtespondent, a beginning entrepreneur, expressed his
ifruﬁtration with an SBDC counseler whom éhe field office had referred him
‘ﬁé‘f;r'luan package advice.

"1¥ou haven't got a chance in hell.' That's just how he put it. Now

T've worked my ass off for a year and built this up from nothing to
where last year I did $80,000 in business and this guy's telling me

g, )



1'm not worth anﬁthing. 1f he can't relate to someone coming in here

for help, then goddamzit he ought CO move the hell out of the office

s ., He's got degrees put he's got the personality of a toad, 1I'd

L like to know if he's been in Vietnam . . . if he evel was in so much
v as a fist fight! How can he relate fo a guy who got shot up?”
“ﬁ‘fburfh veteran, sumparizing his feelings, said: “gBA people are like
']gli‘bdreauc;ats. Théy're nainly interested in their own jobs‘and govering

1"théif‘own asses.”

| ‘ The contrast between the above comments and those made about banks

,‘ana'théir parsnnnel {g revealing. One veteran who had been turned down by

: a;ﬁénE for a loan was not pleased with the outeome but simply said, "1

'3gue§5 banks have to make money and back a sure thing. You have to have

‘;naﬂéy to get it.” 'Another veteran observed that while ne didn't Teceive
‘Ehe,;oan that "they treated me like a potential customer.”  These and

‘pther commenis reflect moTe resignation or agceptance than anger in the

-\yétefan's feeling about the private sectoT. This difference could reflect

éifférenges in the way people are treated or in the expectations that

“_ﬁétérans rake with them when they appreach the imstitution, of both.

\,;t éhould pot be surprising, of course, if someone géts upset wheﬁ
" they are demied assistance, usually financial, that IS directly related to
© their's and their family's opportunity for security, status, self~respect,
.aetd. Bur some questions remain. why is it that thoge who used the

,'-ﬁfiyate:sector are much moTé succeseful with their requests and nuch more
- satisfied than users of the SBA? Secondly, why does there seel to ba s0
, muéh'mo:e "heat" in the veteran's feelings about the SBA thapn there is
Hﬁhgﬁ he expresses his feelings about. private sector personnel and

;nétitutinns? Finding answers to these'questiuns require ;hat we explore’

" the broader context of the Vietnam veteran's feelings about government and

. our society.



There atre several factors that we think are fueling the veteran's
' negative attitude toward the SBA. Much has been written concerning the
coﬁfusion and hurt felt by the Vietnam veteran when he returnéd home to &
"society that was caught up in it's feelings of shame and guilt about ouF
-invplvement 1n the war, Ihere was no homecoming — no hero's welcome. It
‘ islonly'in recent years that‘the de¢layed process of bestowing honor and
showing special concern has become acceptable. SBA's poliey of special
?”t.conside:ation iz a part of this process. But the Vietnam veteran 1s
éxt:emély gensitive to any disparity between words and deeds, As one
ﬁ#eteran who attempted without success to get a direct loan put it; “We
~ hear all this talk about 'SBA and veterans', Just ghow us what you EOL
’for usg, Talk is cheap.” Much of the heat in the veteran's comment
:pfohably has its roots in this feeling of being wromged. One respondent,
wﬁo m#ght haye been a psychologist, made the following observation: "What
you got to uynderstand is that Nam vets are angry at the government for not
treating us as heros, BSBA is the government!”

A second factor has to do with the traditional relationship between

weterans and the government. Most of the veteran's experience with

o government Wwas either in the military service erT with the Veteran's

" Administration since discharge. Both of these experiemces are
Eﬁaracterized by relatiomships based on entitlements. Whether it's a
d.weekly paycheck, disability benefits, the G.I Bill's education benefits or
" & home loan, the veteran 1s accustomed to dealing wiéh the govefnment as
.someone who is entitled to certain bemefits in return for the sacrifice
#gde; - ,
tIn our interviews with veterans we heard a number of comments, Tather

-‘Eﬁnical in nature, concerning the VA. on the one hand, the agency is

viewed as the source of many bepefits but, on the other it exacts a price



in tetms of paperwork and waiting and gometimes re jection, The 5BA is

7‘. probably to some extent a vietim of this traditiomal relationship between

the vateran and both the military and the VA. Our interviews revealed

.,_that there is the expectation omn the part of many veterans that they are

‘jentitled to something when they enter the Agency's door, What this

L ‘snmething 4z is not always clear but it often boils down to the 3

‘_in;angibles of respeect .and appreciation and caring about them as:
- {ndividuals. However, it also means, a8 We noted earlier, special
;dﬁsideratinn in the form of betier financial terms and taking moré of a
L fisk on the veteran.

’ This feeling of entitlement iz not usuyally present when the veteran
,Epiers,a bank. With very few exceptions our respondents felt that banks
'éfe tﬂera to make a profit and that veterans should not be treated any

Qiffe:ently from anyone else.

It could be that because veterans feel thay are entitled to
' gévernment assistance that they fipd it easier initially to approach the

- BBA than the private sectorl. This could help explain the higher

| ﬁgrcehtage of entrepreneurs in our sample who had made at least one

‘nontaét with the SBA than with the private sector. This greater
willingness to make comtact could also be part of the reason that there is

a muph lower success rate for requests to the SBA than to the private

';ectur (46% to 67%). BSome veterans may not feel the same need to prepare
for an encounter with an agency toward whom they feel entitled as they

fmight feel when approaching a profit—making inetitution like a bank. They

_are probably better prepared to succeed in the latter case.

None of this is intended to explain away the basic fact that a
lﬁajarity of the veterans in our sample who had experience with the SBA

'fel; they were treated poorly or unfaifly of wers otherwise not provided



N wiﬁh'goud;service. what we have tried to do with these dtrief comments is
'ﬁo place these . experiences in a broader historical, soeial and
L #sycholugical context. The fact is that the SBA must operate wvithin and
:';aké'intq gunsideration this econtext just as the veteran must.
dl,' It iz significant tha£ {t was at the height of our society's new
'fpund coﬁce:n for and commitment to Vietnam veterans that the SBA's new
. y#g;rans' program was formulated and implemented. 1In a sense the veteran
_.va; ripe for the pitch. They wanted to believe that their govermment with
_ widespread public support was now gearing up its machinery to make amends.
. The prnbiem of course is that while the expectations have been raised, the
\‘QEA je seriously limited by budget and staffing levels as to what it cam
do ;for vaterans, As a result, there is the counfusion as well as

resentment and frustratien that is evident in the data we have collected.



Y

. D.;Succeésful and Unsuccessful Entrepreneurs

'Une of the primary objectives of this study, as described in ChapteYt

1, is to -determine the factors present among the successful Vietnam-era

1‘-vetérén entrepreneurs that differ from those of the group that have been

. unable to launch a business, but would like to do so., A second objective

‘. 1s to isolate the relative importance of such factors, including age,

" experience or education, that are found to be associated with success. We

’_ a&dress both of these issues in this section. OQur method of analysis 1s

‘the same as that followed elsewhere in this chapter. We will move from

- und

variate to bivariate to multivariate techniques as appropriate,

In Chapter 1 we described the anmalytical framework for the study as a

set of gntrepreneurial types representing different phases of experience

K in the enﬁrepreneurial process: agpiration, beginning, disappointmeént,

. lack of success and Success. Before proceeding with our anélysis we will

define the criteria used for placing a veteran eniTepreneur in each of

© these categories.

sutcessful: does currently own and operate a business that has
survived for at least three years and is eatning mere than 25% of
personal income from this businegs; OT operated a business previocusly
for at least three years; earned more than 25% of personal income
from self-employment; and did not leave or close the business under

stressful economic oF personal circumstances.

unsuccessful: is not currently operating a business but did own and

operate one that failed within the first three years of operation,

diséEEointed: does mot currently operate a business though did try
to start a business but was unable to begin operatiomn. '

26 Aspiration was treated in Section A of this chapter and will not,

be discussed hare.
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. ¢ beginner: {s curremtly trying to gtart a business OT {z in the first
© . ‘three Yyears of operation and has not had any entrepreneurial
' experience prior to this venture.

. nan—eleesifiable: ineludes those antreprengurs who do not fit into
. 'the four types defined above.

The distribution of pach type 1is presented in Table 4B. while 62% of

' . our semple had some entrepreneuriel experience, only 29% fall into one of

', the three types we will be focusing on in this section. QurT purposé in

VLeeeebiish;ng fairly narIow criteria for including a veteran entreprenéut
\'aiin one of these categories was @an analytical one. We wanted this
“eleeeifieetion process to gharpen any differences that might exist among

I;'ﬁle g;r‘nupls. |
“ ‘Tabie 48 shows that 17% of our sample 2are successful entTepreneurss
} 7%-;&& uneueeessful; and 5% are dieeppeinted. An additional 5% are in the
"ﬁeginning stages of their entrepreneurial careers and 28% are
neg-elessifieble. Because of the relatively small number of unsuccessful
e:enql disappointed cases produced by our classification procedure, and

pecause thelr exparience is wvery gimilar, Wwe will eembiﬁe the twa for

‘-enelynical purposes and hereafter refer to the sombined group as '

. 57
unsuccessful entrepreneurs.

37 Wa do net pretend to be measurlng or defining success in ebseluﬂe
termg with our use of these LYpes. we elaim ounly that the successful
eptreprensurs are relatively more successful than the unsuccessful.

] —
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TABLE 48

DISTRIBUTIDN OF ENTREFRENEURIAL TYPES IN STUDY SAMFLE

':; Type Numbef Percent

. Fith‘EntrEpreneurial Experience

psqpcessful? 81 17

. “‘_‘:Uﬁéuccessful ‘ 31 7
: Diégﬁﬁointed 24 5

3 Béginn&r 24 5

| nqn7c1assif1ab1e 132 | 28

’;7§ifh No‘Enttepreneurial Experience
‘.gspifiﬁg (Strong) 43 9
"’Képiring (Moderate) 97 20
‘T.Uﬂinterested 40 9
| 7 160"

. H

We begin our analysis by comparing successful and unguccessful
. antrepremeurs onm & number of military, personal and family background

*.. e¢haractéristics.

" mjlitary Background and Experience

e first examined the relationship between milltary packground and
' expéfien;# variables and entrEpreneuriai type. we included the

w"d_foliqwing‘ﬁariables in our analysis:

.ranﬁ

aumber of months in service

whether or not they served in Vietnam
whether they gerved in 2 combat unit
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number of months in Vietnanm

- digabllity status

membership in Vietnam=erad veterans ggoup
, memhership in older veterans Eroup

The results of this bivariate analysis are gummarized below:

@ We found no relationship'between guceess and either rank, months in
' cervice, service i{n Vietnam, combat duty or length of Vietnam tour.

e There is a SEIONE relationship between dizability and 6&uccess.
: unsuccessful antrepreneurs are much more likely to be disabled
(49%) than are the successful (18%).

o' Hﬁmh&fship ip veterans’ groups is moderately associated with sue=

. cess. Unguccessful entrepreneurs a¥e morée likely to be members of

. Vietnam=era veteran groups (75%) than are the successful (58%).

fhe same is true of members of older veterans grOUPS. Seventy~-

seven percent ©of unsuccessful entrepreneurs sut only 51% of the
‘successful are members of these groups.

| ‘Vif.is;possible, of course, that the relationship between sucress and

‘ﬂfdisﬁbiiity or membership in veterans' groups can be accounted for by

-:'qther-fae;nrs that could be associated with these characteristics such

" as . less expgrience:or education. We will useé multivariate procedures

later to see if this is the case.

e Personai and Family Background

Ve ‘also exanined the relationship between personal and family
béckgraupd variables and entrepreneurial success.5g The wvariables we
‘coﬁéidergd were!

o age at start-up of businegs
s Tace and minority status

58 :IncludE'E guch groups ag VFW, Ametrican Lﬂgiﬂn, AMVETSE and DAV.

. ‘sg-Unfortunately there were not enough females in our sample to
-,,cansider.the relationship between gender and success.

‘ ‘60 We created a variable geparate frem Tace which we call "minority
Cstatus.” In it ve combine veterans of Hispanic origin, Biacks and other
‘ra;ial minerities into one EICUP.
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¢ marital status
& nupber of dependents
.’ general educatien
e ‘pusiness education 61
[ gocio—ecodnonic background

Vllihe‘:esults of this analysis can be gummarized ag follows:

. m We found: no relationship of gignificance between guceess and either
'~ ape, Tate, pinority status, business education OF socio=economic
‘background.

' ‘There 1s a modeyately Strong relationship between number of
- dependents and success. guccessful entreprenéurs are less likely
- (25%) ¢to have one 0T No dependents than are the unsuccessful (45%).
on the other hand, the cuccessful are more likely (47%) to have twe

- or three dependents than are the unsuccassful (30%). There 15 a
glight tendency, put not significant, for successful entreprefeurs

" to be more likely than the unsuccassful to be married (75% to 64%).

. e [There ig alse a relationship of moderate gtrength between general

| © education apnd success. gixteen percent of the successful but 28%

of the unsuccessful did not attend college, On the other hand, 43%

of the successful have a college degree while only 28% of the
unsuccessful do.

\Laéer‘ih this section we will examine these relationships more closely

. with the use of pultivariate statistics.

,§p§ine$s Characteristics and Expetrience

.  We will consider now what, if any, differences there are in the
‘épt;eprenéurial experiences of successful and unsuccessful
éntreﬁreneurs. There are, of course, certain differences that are a

:fééulf nf. success or fallure, such as family incomé, the number of
f>émplayéea at the revenues taken in. We are less jnterested in these

" gypes of differences and more ipnterested in differences that might make

v”';t,ﬁare or less difficult to gucceed as an entTeprenaur ot that might

' ﬁl This variable ig based on a scale constructed out of the
respondent's education, and £ather's education and occupation.



'«’tha;actariie higher risk ventures. Wwith this in mind we first examined

--thé

bivarlate relationship Dbetween entrepreneurial type and the

: fpl;owing aleven variables:

i:ThE

type of business (product or service delivered)
acquisition process

. ownership structure

majority owmership,

access to credit

Vietnam-era veterans as cO—OWners
Vietnap—era veterans as employees
family involvement

years of 