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Executive SUnunal:y 

'!his study anal~ed Mic:rodata files of the U. s. Small Business 
Adrninistraticn that track the growth of establishments am wsiness firms 
since 1976. '1be objectives of the study are to detennine the relative 
contril:utia1 of small firms ani large firms to job creation in the state, 
evaluate the perlo:rman:::e of these firms durirg l:osiness cycles, canpare jab 
gains ani losses by irrlependent firms with those by branches of 
co:tperations, am measure job cha.rqes fran interstate migration of 
businesses. '!he finiirgs fran this study will be used to assist the 
Commission on the F,cc:n;:mic Future of Minnesota in developirg effective 
strategies for econanic developnent. 

Establishments are separate q;,eratirxJ units or branches of b.lsiness 
firms. In 1984, nx:>re than 87 percent of all establishments in the state 
had fewer than 20.employees. Small entities repo~ fewer than 100 
employees CC1rprised 98 percent of all establishments. '!his creates a large 
clientele for econanic policies favorin;r small 1:usinesses. Also, 87 
percent of all births arrl deaths of establishments between 1976 ani 1982 
v.1ere confined to 1:usinesses owned by small firms with fewer than 100 
employees. '!his high volatility exhibited by small firms cxx:urs 
nationwide. I.al:ge mnnbers of small establishments bein;r formed or 
dissolved each year give an impression that these small firms are the 
important, yet volatile, factor in job creation. 

However, nonfarm employment was distrib.rt:ed evenly across different 
sized establishments in the state, with the few large establishments 
providin;;J as much as 20 percent of employment. Snru.l, irrlependent fims 
own IOC>Stiy the very small, entrepreneural establishrrents with fewer than 20 
employees. Small establishments with 20 to 99 employees are owned by 
small, medium-sized arrl large firms. Likewise, medium-sized establishments 
with 100 to 499 employees are owned by medium-sized arrl large firms. In 
fact, large firms have nx:>re than half their total employment in their small 
an:i medium-sized branches. In formulatin;r jobs policy, it is important to 
examine the impact of branchirg activity by large firms on new jab creation 
arxi the extent of their control aver small q;,eratirxJ ru.sinesses. Working 
with the few la:rge corporations to praoc>te branchirg q;,erations ca..ild be 
productive in creatirxJ jabs, developin;J new areas of opportunity arxi 
stabilizin;r the jd:> base. M:>re direct arrl cost-effective i:rrlucements could 
be designed for this grc,Jp, such as skills developnent arrl ret.rainirg for 
the local labor force. On the other harxi, small entrepreneural firms are 
numeroJS ani naturally volatile, arx:l they are not generally influerx::ed by 
conventiooal policy initiatives. 

n.irin;r the period 1976 to 1982, large firms with 500 or nx:>re employees 
provided 43 percent of net new jabs in the state, arrl m:,st of these jabs 
v.1ere created in their small am medium-sized branches. '!his ~ with 
49 percent of net new jabs that were created by small firms with fewer than 
100 employees. It is significant that net job creation by these small 
firms reaches only aba1t as lillC'h as their share of total employment. 

'!he ccintril:ution of small firms to net job creatioo is generally 
believed to be larger at the national level. F.arlier estimates by 
Professor ravid Birch at the Massachusetts Institute of Techoology that 
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in:licated a high relial'oa on small firms for job growth are r-o11 bein;;J 
n:Nised downward. Usin;J data for establishments and business firms from 
1969 to 1976, Birch foun:i that small firms with oo ioore than 100 en:-ployees 
created 82 percent of· net new jobs in the nation. However, the original 
data soorce did not report the year that branches were started so that new 
brardl listings were assumed by Birch to be births of new small 
businesses. 'lhis was corrected by the ~ Institution on similar 
data for 1978-1980. ~ estimated that 78 percent of the net 
irx:rease in jabs occurred in establishments with fewer than 100 employees, 
but small iroepement firms generated cruy 39 percent of the net new jabs. 
It appears that formatia,. am expansioo. of small branches by lai:ge finns 
provided half the net job creatiai. by small establishments. 

Brancl'linJ was first r¥Jted by Birch as the main fonn of corporate 
expansion, and this activity continued thl:i:u;Jh the rest of the 1970s arrl 
early 1980s. Hence, jabs policy shcw.d continue to enccurage bran::hin;J an:i 
expansion by Minnesota-based corporations because these are soorces of 
large rn.nnbe.rs of jobs. 

In Minnesota, expansion of existirg businesses provided slightly mre 
new jobs than births of new businesses. By contrast, in Wisc.xnsin, other 
neighborin;J states arxi the nation, births of new businesses provided 
significantly ioore jobs than expansion of existirg businesses. Jd::> losses 
fran business deaths were larger than losses fran business contractions. 
'lhis was due partly to the terrlercy of small firms to dissolve entirely 
rather than contract. 

Minnesota, Wisc.xnsin, North O:lkota and Sa.1th O:lkota fared as well or 
better than the nation in terms of net job creation. For the older 
in:lustrial states of Illioois, Ohio, Michigan an:l Irdiana, a canbination of 
business contraction arxi slow expansion by large firms that were adjustirq 
to II¥:>re carpatitive markets resulted in below-average perfonnarx:e at net 
job creation. Hence, job losses r-o11 vary across states, deperxiln; oo the 
in:lustrial mix of the state's econcmy. With alioc>st similar rates of job 
gains fran business births, it appears that net job creation across states 
depen::ls ioore on their ability to sustain and foster existin;J businesses, 
carpared to differential rates of new bus~ fonnation. 'lhis sug;Jests a 
jobs policy that ~inues to support arxi nurture existin;J businesses. 

I.aJ::ge job losses in the state came fran dissolutiai. or deaths of 
establishments, particularly durirq the 1982 recession. In fact, b.lsiness 
dissolutiCl'lS arxi contracticm detennined the direction of net job creation 
in the state durin;J the last business cycle. Business births and expansion 
generated mre new jobs durirq the 1980-1982 :recessionary period than 
durirq the previoos 1978-1980 period, b.lt large job losses fran business 
deaths·arxi contraction durirq the recession severely limited the size of 
net jab gains. 

turin;J the 1982-84 economic reccvery, job losses f:ran business deaths 
started to recede for large firms, b.lt business contraction was still 
rem::,vin;J l'lUl1leraJS jabs . . 

Small firms with fewer than 100 employees created substantial numbers 
of new jabs f:ran business births, but these were accaapanied by equally 
large losses fran business deaths. turirg econamic recov-eries, small firms 

ii 



acx::ounted for a larger p1:~a1 of jct> gains ani losses fran wsiness 
births ani deaths, ccmpared to lai:ge finns with 500 or mre employees. 

'llms, it is inp:irtant to analyze the factors affectirq the viability 
of existin; blsinesses in the state, an:i keep current with market 
develq;:ments that cool.d adversely affect large employers. A jabs p:::,licy 
supportirq branchirg of large firms woold prcm:>te stability in the economy, 
compared to the volatility introduced by numerous births an:l deaths of 
small firms. 

Between 1976 am 1982, the ser.,ices sector led all imust:ries in tenns 
of net job creaticn. sane 41 percent of net new jobs were created in the 
seJ:Vices sector, followed by retail trade at 23 percent ani manufacturirq 
at 15 percent. 5el::vices was the cnly sector that showed a disprqx:,r­
tianately large share of net new jobs, ccmpared to its share of total 
employment. Also, enployment an:i net job gains in the seJ:Vice sector -were 
bi-IOOdal, cca,centrated in both small finns with fewer than 100 errployees 
an:l large firms with 500 or 100:re employees. In contrast, retail trade had 
a larger cca,centraticm of small firms, where b.lsiness births ani deaths 
were the important causes of job cban:Jes. In marrufacturin;J, the new jabs 
were concentrated in large firms, rut net job creation by these large firms 
an-a.mt.ed to only. half those created by small manufacturirq firms. Numerous 
jabs were created through fonration of new businesses arrl expansion by 
several large marufacturirq firms, rut jobs lost due to dissolution of 
brardles arxi contraction by other large manufacturirq firms were 
substantial ani nearly offsettirq. 'Ihese job losses resulted fran wsiness 
reorganizations, closin;J old plants an:1 i;:hasirq-in new technologies in 
response to keener cx.tupetition in national an:l world markets. '!his 
turmver of blsinesses arx:l jobs is healthy for the econany aver the lorq 
term. large manufacturirq firms still have erx:>rnn..is job creatia, 
potential. After they have adjusted to new econanic corrlitioos ushered by 
the 1982 recession, large manufacturirq firms ooold reduce losses fran 
bJsiness deaths ani contractions, ani create many net new jobs. 

Most of the new jobs fran b.lsiness expansion were created by large 
firms in manufacturirq an:1 services. Expansion by a number of small 
seJ:Vice ani retail firms also contrili..tted to job gains, wt births ani 
dissolutions were the major sources of job chan;es in these businesses. 
Small firms in services ard trade are location-specific because they 
c:x:ttpete m:>Stiy in local markets, openin;J an:l closirq b.lsinesses in several 
neighborhood locations aCCX)rdirg to charqes in pop.tlation densities, 
consumer i.rtxnEs ard p_irchasirq patterns. Hen:e, different patterns of jab 
creaticn emerged for variOJS imust:ries depen:lin;J en the daninant type an:i 
size of firms, dlaracteristics of their products or services, arrl 
develc:poelJts in their markets. Jabs p:::,licy shmld en::ourage new 
investments in capital an:i labor in order for manufacturirq to regain its 
catq;)8titiveness an:l keep current with its markets. 

When classified by type of i.rpltjmarket orientation, b.lsiness firms in 
bankirq, insurance ard other prcx3JJC.e.r services led all g:raJpS in net job 
creation. 'Ibis was followed by health savices, retail trade arrl 
technology-intensive imust:ries. Resoorce-intensive, capital-intensive ar:d 
labor-intensive imust:ries were less significant jab providers in the state 
durirq the 1976-1982 period. Most of the job gains in producer services, 
health setVices arx:l technology imust:ries came from expansion of existin; 
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establishments rather than births of new establishments. '1hese expansion 
activities create. agglane.ratioo ecx:n:ui.es ani ecx:n:ui.es of scale that 
benefit client .irxiustries and caisumers in the form of lower unit costs for 
their products~and sei:vices. SUCh eccn:mies are inportant to the producer 
se:i:vices ani heal th se:r:vice irxlustries themse.l ves, because they cx:anpete in 
neighborirg states and national markets. In contrast, births of nEM 
b.lsi.nesses are a ioore important soorce of new jabs for ~riented 
ani locaticn-specific irxlustries in oonsumer services arxi retail trade. 

Minnesota-based finns provided 1l¥':)I"8 than 80 percent of nonfa:rm 
employment in the state. Irrleperxient firms that are predani.nantly small 
accounted. for half of employment, followed. by corporate headquarters ani 
their branches at ooe-third of the jabs. Erci>loyment in corporate 
headquarters alone provided about ooe-fifth of all jabs. Brardles of 
cut-of-state finns cantril:uted 17 percent of nonfarm jabs in Minnesota, 
canpared to 23 percent for Wisconsin. '!his high px~on of corporate 
jets and total joos controlled by Minnesota-based finns teros to pranote 
ecx:n:ui.c stability. In Wisconsin, llllltiple-locatioo, Wisconsin-owned firms 
\t.1er8 less affected by the :reoessicm, CXllltinuin;J to generate jabs and losin; 
relatively fewer jabs if they contract. 

Beb1een 1976 and 1984, errployment by branches of cxn.p:>rations based in 
the state grew by 38 percent, canpared to a 30 percent gain for i.rdepenient 
finns. Fstablishments based in the north central region showed a 20 
percent ircrease in employment within the state, while branches of finns 
located outside the. region grew- by only 10 percent. Herce, bran::hirg 
activity by coxporations based in Minnesota are already producirg 
significant numbers of jobs, with a growth rate higher than those by 
irrleperrlent finns. '!his suggests that local economic corditions are 
cxn:iucive to job growth at coxporate brardi.es. 

Branches of coq:x:>rations based outside the state displayed an 18 
percent share of total jab gains, but this was lc:Mer than their 22 percent 
share of jab losses.. In-migration through formation of new branches 
contril:uted 13 percent of nEM jabs, while cut-migration by dissolution of 
branches canprised 19 percent of jab losses. Expansions an:i contractions 
of finns with out-of-state headquarters were not significant. 

'I\i.lo-thirds of establishments existirg in 1976 an:i owned by 
co1:p0rations based outside the state oaased operations by 1984, canpared to 
53 percent losses for iroeperx:lents an:i 48 percent for establishments owned 
by Minnesota-based corporations. Finns with headquarters located further 
away fran Minnesota are m:>re likely to dissolve rather than contract. 'Ihis 
reflects a1 the volatility of establishments owned by finns based oo.tside 
the state. 

Locally based imeperxlents an:i branches of corporations are the 
daninant sa.n:oes of net new jabs. For finns based outside the state, jab 
gains f:ran in-migration are nearly offset by job losses fran out-
migratioo. Hen::e, jabs policy in the state sholld focus ai Minnesota­
based finns, as exenplified by a b.lsiness "retention-expansiai" pxtg.tam r>CM 
beirg p:raooted at the local camunity level. 

In contrast to surroorx:lin:J states ard the nation, b.Jsiness expansion 
in Minnesota produced m:>re new joos than rusiness births. large finns -were 
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relatively more iJrportant san:ces of new jc:bs in the state, cxnpared to 
those in other states. Exam.inatioo of growth patterns and l::usiness 
ownership I"eVe4ls··tha~ ?,lblic policies that in:hJce large corporations to 
venture into naw fields am blSinesses co.lld be equally productive to joo 
creaticn in Minnesota, cmpared to assistirq the formatiai of numerous 
small tusinaeees.. 'lhis is a departure fran a policy of corx:entration of 
efforts towards small firm, advocated earlier by Birch and accepted as 
conventional wisdan. Brarr.hes of large corporations have the advantage of 
administrative, technical, financial, marketin; and other support services 
of the p:lret'lt firm. 'lhis pran:>tes jcb stability and ~ the success 
of new oosiness ventures, cmpared to the volatile nature of small 
irx1eperxient firm. I.arge firm wre adversely affected by the last 
recession, but the creation of numero.1S jobs t.h:rcu;Jh formation and 
expansion of branches duri.rg that period~ en0l:1JX,'US potential for 
jci:> growth. 

Minimizatiai of job losses shoold be pursued and this involves 
identificatioo of viable in:iustries. 'Ihe high tumover of small firm 
t:hrtu:jl births and deaths is an indifferent market selectioo pr~, ltlhich 
does mt c:::awider benefits fran job and incane stability, and ecornnies 
fran agglaneratioo and expansiai of related in:iustries. 'lhis stu:iy fam:1 
ret.:ren:llment by manufacturi.rg as a large scuroe of job losses duri.rg the 
recession, but large firm in manufacturi.rg and its related pro:1ucer 
services industry have e:no:rnaJS potential for jcb growth. Moreover, 

' bankirq, legal se?Vices, health SeJ:Vices and other producer ani cxmsumer 
savice in:iustries grew with manufacturi.rg and other basic in:iustries, and 
they ra11 have the size and cost structure to o::irpete in surram:iin:J states 
ar.d national markets. 
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Intrcx:luction 

After the-Arab oil price shocks and inflationary pericd of the 1970s, 
u.s. i.rdusb:y lapsed into a short recession in 1980 and a deep recession in 
1982, followed by heightened canpetitian in national and world markets from 
foreign prcxrucers. '!he strerrJth of the dollar, emerging trerx:ls tCMard new 
products, production processes and (X)St, structures, and n£M econan.ic 
realities of the 1980s severely affectErl the ability of U.S. i.rrlustry to 
create and maintain jobs for the growirg labor force. states cx:arpete oot 
only for new factories and nEM nisinesses, bit even for the relocation of 
CXl1l1pal1y headquarters and existin;J production operations. Tax increment 
finan::ing, tax abatements, trainin:J facilities, enployee housing and other 
incentives iroluiing o.itright grants are offered by varioos states to 
attract new b.lsinesses. It is hcped that the influx of these b.lsinesses 
will exparx:l the local econany and widen the tax base. 

According to Professor I)wid Birch of the Massachusetts Institute of 
TechnolCXJY, 

''We know very little about who generates jobs, w.here 
they generate them, \tJho controls those jabs, and who 
is thus lOC)S't likely to responi to econan.ic develcpnent 
incentives. In the absen::e of such krX1W1edge, our 
approach has usually been to stinlll.ate whole ecornnies 
with such shotgun policies as tax iooentives ani easy 
acxess to ~ and ?]blic works programs. 'Ihis can be 
very expensive and inflationa:cy strategy if, in fact, 
IOOSt of the recipients do not use the iooentives to 
increase enployment arn;or productivity. What we need 
and have lacked, is the ability to target our incentives 
to those who can make gcxxi use of them without wasting 
taxpayer's iocmies an those who cannot." (Birch, 1979, p.2) 

It is the p.n:pose of this study to answer these questions p::,sed by 
Birch of who generates new jobs for the Minnesota econany and w.here losses 
occur. 'lhe study will identify the d1aracteristics of Minnesota's jab­
generating businesses in order to assist the O'lmnission on the Eam:mic 
Future of Minnesota in developing effective strategies for econan.ic 
developnent. 

Review of literature 

New jchl are created by births of new b.lsinesses and expansion of 
existin;J finns, l::ut equally important are jobs lost by dissolution or 
contracticn of existin;J b.lsinesses. 'llle level of enployment during a given 
year is the net effect of iroeperdent actions by these b.lsinesses prior to 
that year. Between 1969 and 1976, Birch famd, the rate of joo losses due 
to business dissolutions and contractions nationally was quite high at 
eight percent per year, and this was consistent for all states (Birch, 
Ibid. ,p.4). At this rate, every area loses about 50 percent of its jab 
base every five years (Greene, 1982). 

'Ihe high rates of job losses abselved by Birch were offset by equally 
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large j cb gains due to fonnatioo of new b..lsinesses arxi expansioo of 
exist.in:J bls~ses (Birch, IQig. , ~- 6-17) • At the national level, 
bJo-thirds of all net· new jabs were created by var./ small firms with fewer 
than 20 enployees; am about foor-fifths were created by firms with fewer 
than 100 enployees. 'lhese firms were mostly in:lepen::1ent an:i volatile. 
With this knowledge, the easier strategy relied upon by nost state 
governments of -workirg with larger, known corporations did not seem 
productive in creatin:J jobs (Birch, Ibid., p.20). 

'Ihe Broa1d.n;s Institution reviewed the carponents of enployment charqe 
between 1978 an:i 1980 usirg an update of the Fstablislnnent and Enterprise 
Microdata files of the u. s. Small Business Administration which were first 
produced and analyzed by Birch. D.lrirg the econcmic expansion period of 
1978-80, 55 percent of net enployment growth occur.red in establishments 
with fewer than 20 enployees, am 78 percent of net growth occurred in 
establishments with fewer than 100 ~ (Arm.in3tan arxi 001.e, 1982). 
However, the new data ~ that a significant porticn of the ~ 
small establishments were bra:rr.hes or subsidiaries of large firms. Small, 
in:1epen:umt firms with fewer than 100 -workers generated atly 39 percent, 
not 78 percent, of net new jabs usirg this analysis. Abcut half of the 
enployment growth by small establishments represented branchin:J or 
fo:rmation of subsidiaries by large firms (Greene, 1982). tlhis firrlirg 
contradicted the~ of small finns in jcb creation espa.1SEd by Birch 
and the conclusions drawn fran the earlier stlXiy. It ~ that 
branc:hin;s by corporations were assumed as births in the earlier stooy, 
thus creditin:J the new jabs to small firms rather than to brardrlrg by 
large firms. 

'Ihe University of califomia Institute of U:cban arxl Regional 
D3Velop.nent used a sample of irxlividual employer records fran the man::latory 
miemployment i.nsurarre system to analyze jcb creation in the state (Teitz, 
1981, Greene, 1982). Between 1975 arrl 1979, small establishments accounted 
for 56 percent of net new jabs. '!here a~ sane concentration of 
employment growth in relatively few small firms. Also, rore than 90 
percent of net new jobs in yourg, small firms were in nornnanufacturirg. In 
califomia manufac\:Urirg, la:rger firms were the major generators of net new 
jabs. r 

'Ihe Wisconsin Department of Developnent used the U.S. Small Business 
Administration Microdata files to analyze jcb growth between 1969 an:i 1976, 
arxi tmemployment i.nsurarre data for 1977 to 1981 (Wisconsin Department of 
Cevelop.nent, 1984). Major conclusions were: 

* Very small b.lsinesses with oo nore than 20 employees daninate the 
jab generaticn prcx::ess in Wisconsin. M:st new jobs in this class are 
created 1:hrc:u#l new wsiness starts or births. Most jab losses ana-g very 
small blsinesses cxx:ur 1:hrc:u#l b.lsiness dissolutions or deaths an:i not 
contractions. D.lrirg the short econcmic dcMnturn in 1980, only very small 
businesses gained nore jobs than they lost, primarily due to their lCM 
contraction rates. 

• OVera.11, expansioo. of existirq businesses in Wiscxmsin created the 
vast majority of jobs, rather than new enterprises that start up or migrate 
fran other areas. 
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* D.n:in; both econanic expansians am recessians, 90 percent of jabs 

lost cane fran finns that cut enl)loyment, am atl.y 10 percent fran wsiness 
closirgs. -

* Finns with headquarters in Wisconsin generate m:n:e new jobs durin; 
econanic expm,sia1a arrl lose fewer jobs in recessions than bra.rr.hes of 
a.rt-of-state finns. Furt:hermre, migratioo of finns across state lines 
does not seem inp::>rtant. in job gains or losses bet:ween 1969 arrl ·1976. 

Fran this stmy, the Wisconsin Deparbnent of Develcpnent reo:nmenied 
first priority to a b.lsiness ''retentia,/e:xpansioo'' pzogram for existing 
b.lsinesses. Alth:uJh births of small b.lsinesses created la:rge numbers of 
jobs, expansicn of existing finns in Wisconsin provided the sin;le m:>st 
inp:,rtant source of new jobs. 'lhe policy recamnen::latians attached great 
emphasis on ~rkirg with existing b.lsinesses to help them succeed am grc:M. 
similar to Birch, the Wisconsin stmy irrlicated that migration of 
b.lsinesses an:i rates of dissolutions were less inp:,rtant than new jab 
creation 1:hrc,.$ births arrl expansians. 

In Minnesota, Tauzell used Ul'lelrployment insuran::e data for 1977 
1:hrc,.$ 1980 to determine survival rates of new b.lsinesses (Tauzell, 
1982). One-third of all b.lsinesses that started in 1977 were dissolved by 
the eni of 1980. Ninety-nine percent of the failed b.lsinesses had fewer 
than 50 employees. Alx:ut half the newly established small finns (fewer 
than 50 employees) were a.rt of b.lsiness by 1980, canpared to 16 percent for 
large finns. 

Objectives of the stmy 

'!his stmy analyzes the sources of jab growth in Minnesota fran 1976 
to 1984 usin; Microdata files of the U. s. Small Business .Administration. 
'lhe influence of the followirq factors an jab creation is examined in this 
paper in order to firxi opportunities for emphasizin; or fo:rnulatin;J 
effective develcpnent policies: 

o Size of firm 
r 

Very Small ( entrepreneurial) 
Small 
Medium 
large 

o Business cycles 

Ecxn:mic rea:nery 
Ecxn:mic expansion 
Deep econanic recessioo 
Ecxn:mic r:ecavery 

0 Imustiy sector groupirgs 

Major econanic sectors 

Major industry sectors 
Inp.rtjmarket similarities 
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fewer than 20 employees 
20-99 employees 
100-499 employees 
500 or m:>re employees 

1976-1978 
1978-1980 
1980-1982 
1982-1984 

One-digit standard Imust.rial 
Classification (SIC) 
Two-digit SIC 
Gralps of two-digit SICs 



o Business organizational structure 

Indeperrlent, sirgle location rosinesses 
Oltporate headquarters 
Oltporate brarrhes 

o ux::ation of headquarters 

Minnesota 
Rest of north central region 
cutside of north central regicn 

'lbe specific oojectives of this stoo.y are: 

* To evaluate the performance of small firms versus lazge firms in 
creatirq jobs, retainirg joba arxi weatherirg recessiooaey periods of the 
b.lsiness cycles. 

* To analyze the distribution of small arxi large firms am:n-q various 
in:tustries an:i revi~ the soorces of net re.,, jobs in the state. 

* To investigate any differerx:es in joo growth cnnponents: births, 
deaths, expansion arxi contraction due to differerx:es in ownership of 
establishments an:i locaticn of headquarters. 

* To detennine the joo impact of firms migratirg into the state, as 
well as of firms le;r.,irg the state. 

* To compare ·the sizes arxi importance of joo creation cnnponents in 
Minnesota with those in surroun:ilrq states arxi the nation. 
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soorces of data 

Social and Scientific Systems, Inc. , arrl the Office of Advocacy, u. s. 
Small Bus:i.:ness Mninistratian (SBA), provided time series data an srurces 
of employment ch.an;Je in Minnesota, neighboring states ani the nation by 
size group of the -reporting finns, irrlustry classification, ani 
organizational structure. 'Ihe original source of data was a nm arrl 
Bradstreet (D&B) Market Identifier File for all businesses with ccmnercial 
credit ratin3s. Information collected by D&B includes year started, 
location, employment, sales, major irrlustry am aey brarx::h or subsidiary 
relationships. SBA proceeded to create fran this file its own U.S. 
Enterprise ard Fstablishment Microdata (USEEM) • '!his became a bi-annual 
data base on enployment, sales, organizational relationship ard location of 
nearly all U.S. finns ard their brarx::hes. SBA took a 50 percent stratified 
sample of USEEM to oonstruct the U.S. Fstablishment I.£n;Jitu:ilnal Microdata 
(USEIM) , which links establishment records aver time (Boden ard Blillips, 
1985). '!his sample was used to estimate the canponents of jcb grcMth 
between 1976 ard 1982 for the nation an:i varioos states. 

In this study, the data series covering 1976 throogh 1982 came fran 
the USEIM 50 percent sample of USEEM. Separate cx:anpilations were performed 
on the entire USEEM data file for the 1982-1984 ani 1976-1984 tables. 
'1hese m:>re recent tal:w.ations were inten:1ed to provide detail a1 ownership 
of finns ard location of headquarters. ~, data verification ard 
processing are still conti.nuirg for this series, and errors a1 employment 
data in::rease with greater disaggregation of irrlustJ:y sectors. '!his report 
used the na.,er data to review overall job creation perfonnan=e during the 
1982-1984 econanic recx:Nery, ard analyze the effects of different types of 
ownership, location of firm headquarters am migration of establishments on 
jab creation. Irrlust:ty detail ani direct carpn-isons with earlier data 
series were avoided. 

Employment data reported by varioos sources 

' 
Table 1 presents employment data for Minnesota as reported by various 

sources. 'Ihe Minnesota Department of Jobs am Trainirg (IlJT, formerly 
Department of F.con:mic Security) reports total jd:::s incll.Xiing fann 
employment, self-employed ani all other categories. '!his is based on 
mnthly hoosehold surveys that generate statistics on labor force ard 
unemployment rates. In aaliticn, DJT prepares wage am salary data :fran 
mnthly sample surveys of DJSiness finns that are subject to unenployment 
insuran:-.e reportirg requirements. 'lbese employment estimates do not 
inclwe self-e.mployed, agriculture am other categories not covered by 
unemployment insuran::e. '!he co.mty Business Patterns (CBP) reports 
employment for the same categories as wage am salary data, b.It CBP data 
cane fran anrrual cxnpany su:rveys ani search of administrative records by 
the u. s. Department of camnerce. CBP shows the lowest employment totals 
for the state, owirg to a ll¥:)re limited coverage of its srurces. Also, CBP 
ard wage ard salacy data are based on establishments, defined as separate 
operating units of a business finn. 

' 
Errployment reported urrler D.m. ard Bradstreet originated :fran its 

master list of ccmpanies that awlied for credit ratin3s. '!his data file 
has practically no coverage for the farm sector, government am semi-p.lblic 
agerx::ies, ard it coo.ld un:lerstate the rn.nnbers of very small proprietacy 
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Table 1. carpariscn of Employment 03.ta for Minnesota, 1976-1984. 

Year 

1976 
1978 
1980 
1982 
1984 

1976-78 

1978-80 

1980-82 

1982-84 

Total . 
Jets 

1,740 
1,903 
1,985 
1,998 
2,088 

163 

82 

13 

90 

,.,, wage & ca.mty Busi-
salary ness Patterns 

( all figures in thaJsaros) 

- number at' jabs -

1,520.9 1,191.1 
1,689.3 1,383.4 
1,770.2 1,494.7 
1,707.3 1,434.5 
1,824.1 1,505.6 

-Netehan.]es-

168.4 192.3 

111.3 

-60.2 

80.9 

-62.9 

116.8 71.1 

I)m & 
Bradstreet 

1,311.1 
1,432.3 
1,532.8 
1,565.3 

121.2 

100.5 

32.5 

Soo:rces: Total Jabs = Minnesota Department of E:canan.ic Security, Review of 
labor an:i Economic statistics, August 1985, st. Paul, 
Minnesota. 

Wage arrl Salary = Minnesota Department of E:canan.ic Security, Non 
Agricultural Wage arrl Salary O:lta, Errployment and 
EaminJs, April 1985, St. Paul, Minnesota. 

ca.mty Business Patterns = U. s. B..rreau of Census, ca.mty Business 
Minnesota, Annual, Washirgton D. C. 

I)m arrl Bradstreet = Social an:i Scientific Systems, loo. , ''Tatulation 
of USEI.M for Paired Years,'' mx:ler Contract with 
U.S. Small Business Mministration, 1986, 
Bethesda, Marylarrl. 
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businesses. SBA processed this data file to track births, deaths, 
expansions and CQ'ltractions of b.lsiness finns at the national level 
(USEIM) • cur.rent tabolations at the state and substate levels are also 
available. 

&:xn:m:1.c expansiai. :Eran 1976 th.:rcu3il 1980 produced large rn.nnbers of 
new jobs that \vere :reflected in all data sources. A different pattern 
emerges durirg the subsequent ecxn:mic downtum. D..rrirg 1980-1982, the 
decline in total count of jobs was captured by wage and salary arxi CBP data 
but not by total jobs arxi D&B. '1he greater sensitivity of data based on 
unemployment insurance to the recession was also reported by SBA for other 
states (SBA, 1984). D..rrin;J the 1982-1984 reJ:XNer:f, total jobs arxi wage arrl 
salary data showed stron:J employment gains, while CBP lagged with its 
mid-March employment COllllt for 1984. CBP will capture 1lX)St of the 
employment growth durirg 1984 with its 1985 sw:vey. 

Employment in establishments versus employment in finns 
as basis for size classification of 1:usinesses 

wage arrl salary data arxi CBP use enployment in separate operatin;J 
establishments to fonn various size classes of wsinesses. In contrast, 
D&B ag:p;eqates -employment in all branches or establishments CMned by a 
finn, and forms various size classes of finns. In 1982, wage an::l salary 
data irxlicated 85,731 very small establishments (fewer than 20 employees) 
employin;J sane 370,000 workers (Table 2). CBP reported 73,836 very small 
establishments, with 381,000 workers. On the other bani, D&B reported 
73,017 very small finns with 369,000 workers. 'Il1e similarity of jd:> ca.mts 
anaq data sources for the very small establishments an:l very small finns 
implies that alioost all very small establishments are also very small, 
irxleperxient finns. '!his size class is characterized as the small, 
irrleperrlent and entrepreneurial class of rosiness. In contrast, small 
irxleperxient finns with 20 to 99 employees reported a total of 267,000 jabs, 
canpared to ioore than 400, 000 jobs in small establishments of this size. 
Hence, 140,000 jobs or slightly ioore than one-third of employment in small 
establishments were provided by medium-sized an:l large finns in their 
smaller brarrhes. • • 

r 
Similarly, medium-sized i.mependent finns (100-499 employees) provided 

242,000 jobs, canpared to 343,000 jd:s in medium-sized establishments 
posted by CBP • 

CBP rep:nted 302, ooo jobs in large establishments ( 500 or ioore 
employees), tut D&B showed a total of 688,000 jobs provided by large 
finns. Hen:e, rore than half of total employment reported by large finns 
to D&B were in their small arxi medium-sized b~. CBP showed only 238 
separate large establishments, while D&B reported a total of 5,532 small, 
medium-sized arxi large establishments CMned by large finns in varioos 
lcx::ations in the state (See Table 2) . 

'!his distrib.ttian of employment am:,rg various sizes of establishments 
ar.d sizes of firms .irxticates that the rrumerous jobs in small operatirg 
establishments are n:,t entirely created or cxntrolled by small, irx:iepen:lent 
firms. A significant proportion of jobs in small and medium-sized 
establishments represents branchirg activity by large finns. Farlier, 
Birch urxierstated the size of this activity, wt later noted the inp:,rtance 
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• Table 2. 0:mp3rison of Number of Establishments am. Enployment Fl:an 
various rata Sources, by size Grcq>, Minnesota, 1982. 

IBta Very Small Small Medium 
San::oe (below 20) (20-99) (100-499) 

Number of Fstablishments 
wage and Salary_ a) 85,731 10,406 2,136 
cwnty Business Patter.ns a) 73,836 9,986 1,808 
run & Bradstreet (Fi.J:ms) b) 73,017 10,088 3,997 

Number of EDployees 
wage am Salary a) 369,956 425,876 413,884 
cwnty Business Pattems a) 381,140 408,507 343,239 
run & Bradstreet (Fi.J:ms) b) 368,582 267,025 241,965 

sa:mc:ES: 

large Total 
(500+) 

327 98,600 
238 85,868 

5,532 92,634 

432,271 1,641,987 
301,620 1,434,506 
687,712 1,565,284 

Total Jabs • Minnesota Department of F.cxn:nic Security, Review of labor am Eoananic 
statistics, ~ 1985, st. Paul, Minnesota. 

wage am Salary - Minnesota Department of F.cxn:nic Security, Hem Agriautural wage an::1 
Salary Data, &lployment and F.amings, April_ 1985, st. Paul, Minnesota. 

CnJnty Business Pattems • U.S. Bureau of Census, 0:amty a.inesa Pattems, Minnesota, 
Anrual, washi:rgt:al, D.C. 

run and Bradstreet • Social and Scientific Systems, :me., "'l'atw.atial of tEE[M IBta for 
Paired Years urder 0:l1tract with U.S. Slell aJSiness Admininstraticn, 
1986 Bethesda, Macyland. 

a) classified by size of establishment 

b) classified by size ot parent til:a ot tha establishments 



of branchin;J as the main fom of corporate e>q)ansia1 (Birch, lQig., p.81). 
'!his branchin;J should pe erm.iraged am:n;J Minnesota-based corporations 
because it involves large numbers of jd:>s. 

M:>re than 87 percetxt of all establishments in 1984 had fewer than 20 
employees (Figure. 1). Small entities repor:ti,r.g fewer than 100 emplcyees 
canprised 98 percent of all establishments in the state. However, 
employxrent was distributed evenly across different sizes of establishments, 
with the ff!M large establishments contrib.Iting as ImlCh as 20 percent of 
total employxrent. '!his distril:ution of the rnunber of establishments an:l 
employxrent was little charged fran 1976 to 1985 (Figure 2). 

'lbe proliferation of small establishments and small firms creates a 
large clientele for econanic policies favori.rg small b.lsi.nesses _. However, 
medium-sized and large establishments are just as important as small 
establishments in terms of total jobs provided. While fewer in number, 
these medium-sized arxi large establishments shalld receive as nuch 
consideratia1 as the numeraJS small blsinesses in the fontlllatia1 of job 
strategies. 

Between 1976 am 1984, more than 56 percent of net job gains were 
created in establishments with fewer than 100 emplO'fees (Figure 3). 
Medium-sized establishments contributed aboot 25 percent of the net 
employxrent charge, while large establishments acxx:,unted for 18 percent. 
Most of the very small establishments (fewer than 20 employees) were 
irxieperx:1ent businesses, while large firms own many small and medium-sized 
establishments (20-499 emplO'fees). Hen:e, half of net new jabs were 
created in small establishments predaninantly C1N?led bcj small firms (fe\lle.r 
than 100 employees), while the other half "'1ere created cy medium-sized ard 
large firms that ltJe.t'e e:xpan:lin;J ard diversifyi.rg their operations across 
their small, medium-sized an:i large branc.hes. '!his reinforces the argument 
that small firms should not overshadow the larger firms duri.rg developnent 
of new job strategies. 

In'lportaooe of large firms 

Large firms may own one or m:>re latge establishments, a number of 
snw.l branches or establishments, medium-sized branches, or a canbination 
of these size classes. A large firm may have its headquarters in 
Minnesota, surroon:tin:J states, or elsewhere. Decisions made in these 
headquarters affect employment in all its branches cy way of charges in 
product EmplaSis, investment ani lcx:atian plans. Between 1976 and 1982, 
large firms with 500 or more employees cxmtributed 43 percent of net job 
gains, and most ot these jobs were created in their small to medium-sized 
brard'les -(Figure 4) . '!his contril:utioo. ccmpares with the canbined 49 
percent ot net gain provided cy very small firms (fewer than 20 employees) 
and small firms (20-99 e.nployees). Medium-sized firms with 100 to 499 
eq,loyees provided eight percent of net job gains. 'llrus, large firms mt 
only ccntrol as many jets as small firms, but large firms also create many 
re« jobs like the small firms. 

D&B data that are used in this report grQ.Jp bu:Si.nesses into various 
size classes acconlin;J to the total co.mt of jets fran all brardles, 
headquarters arxi separate establishments of each finn. '!his is important 
because: 
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r I It is the parent f inn that makes the business :policy 
decisioos.-that determine lll.1Ch. of the behavior of the 
neighb6rhood. -branch of a deparbnent store, the business 
office of the tel8Ei™ carpany, or the local cannez:y 
of a large fcx:xi-processirg carpany. S.ilnilarly, nost 
gave.n,mant :policies affectirg b.lsinesses are directed 
at the legal and finaooial entity, . the parent finn. So 
althalgh the number of employees at the establishment 
location may be the appropriate unit of measure for 
studies of management techniques or sociology of the 
work place, the size of the entire finn's work force is 
the preferable measure for evaluatirg the effects of 
p.lblic :policy on small business and assessirg the 
illlpact of the small-business sector on the econany. '' 
(Arm.in;ton and Ckile, 1982, p.14) 
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Results an:l djSOJSSia, 

Errq;)loyment tren.is in· Minnesota an:l the U.S. , 197 6-1985· 

Total mp1oyment in Minnesota grew by 361,000 jobs between 1976 an::l 
1985 (DJT, 1986) . 'Ihis is equivalent to a 21 percent increase in nine 
years, which is similar to the growth in employment at the national level. 
'Ihis represents a net gain in jabs, meanirg that a large rnnnbP.r of new jabs 
were created, but many jabs also were lost fran n:isiness contraction an::l 
dissolutions. 

Figure 5 shows quarterly wage an:l salary employment in Minnesota ani 
the U.S. between 1976 an:l 1985. 'Ihis period starts with a stron;;J rea:Nery 
from a worldwide :recession in 1975 .. Minnesota's econcmy perfor.med 
relatively better than the nation's in creatin;J jabs through 1979. Wage 
arxi salary employment fell in 1980, followed by a quick r:ea:NerY in 1981. 
SUbsequently, Minnesota arx:1 the natia, began losirg jabs to a deep 
:recession in 1982. Pect:Nery fran the 1982 :recessicn was again stron;;rer in 
Minnesota cnnpared to the nation, but ene?:girg trerrls in 1985 suggest slCM 
growth of wage a.rd salary employment in the state, 'While employment for the 
nation continues on its upward tren:l. 

C.omponents of job growth in Minnesota an:i the U.S., 1976-1982 

Bi-amual employment and establishment data fran D&B were processed by 
Social ard Scientific Systems, loo., and SBA to estimate the number of jabs 
arisirg fran births ard expansions of establislnnents, as well as jab losses 
due to dissolutions an:l contractions. Job charges an:l total employment 
refer only to nonfann, lOOStly wage an:l salary jabs. Table 3 shows that for 
the period 1976-1982, births of new :OOSinesses an:l business expansion in 
Minnesota together created nore than 680,000 new jobs, equivalent to 52 
percent of the 1976 coont of jabs. Similar to the Birch stu:ly, half the 
new jobs came with births of new n:isinesses an:l half were due to expansion 
of existirg l::A.lsinesses (Birch, Ibid. ,p.6). Dlrirg this period, 1:usiness 
dissolutions ard contractions rem:wed a combined total of 430, 000 jobs, or 
33 percent of 1976 reported employment. 'Ihe 254, ooo jabs were a net gain, 
which canpares favorably with CBP reports 'of sane 243, ooo additional jobs 
between 1976 ard 1982. 

'Ihe jcb c:reaticn process in Minnesota arx:1 the nation involved a large 
proportion of n:isiness establislnnents, sane of which were c:reatirg jabs 
'While others were sinultaneoo.sly layirg off workers. In Minnesota, sane 
30,000 rusiness establislnnents were formed between 1976 and 1982 'While 
22,000 establishments were dissolved. Also, 30 percent of establislnnents 
expan:led 'While 21 percent contracted. '!his volatility caused the large 
gains and losses of jabs in the state. Althcu;Jh J1llillerO.lS jcb losses were 
offset by equally large mnnbers of new jabs, uro.erstaniin:J the causes of 
these losses ard whether high turnover is healthy for the local econcmy is 
in'portant. 'Ihis paper examines the factors influen:irg the magnitu::les of 
these charges • . 

Fran the SBA tabJlations, the net increase in jabs between 1976 an:l 
1982 annmted to 19.4 percent in Minnesota, cnnpared to 15.6 percent for 
the u.s. Existirg firms fared better in the state, as evidenced by higher 
rates of jcb creation fran n:isiness expansions an:l lONer death rates. 
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Table 3. ~ of Jab Growth, Minnesota and U.S., 
1976-19'82, arrl 1976-1984. 

Number of Jobs Number of Establishments 
Minnesota U.S. Minnesota 

-number-
USEIM Data 5oorce File 

1976 1,311,071 75,961,361 84,633 
1982 1,565,283 87,832,340 92,633 
Net~ 254,212 11,870,979 8,000 

Gains due to Finn: 
Births 340,186 21,776,361 29,812 
Expansion 343,740 17,016,331 25,598 
'IOI'AL GAIN 683,926 38,792,692 55,410 

losses due to Finn: 
Deaths 245,705 16,744,923 21,811 
Contracticn 184,008 10,176,789 17 I 317 
'IOI'AL rnss 429,713 26,921,712 39,128 

Constant 225,836 13,894,266 19,906 

-percent 0 f 1 9 7 6 -

Net O:lan;Je 19.4 15.6 19.2 
Births 25.9 28.7 35.2 
Expansion 26.2 22.4 30.2 
Deaths -18.7 -22.0 -25.8 
Contraction -14.0 -13.4 -20.5 

Constant 17.2 18.3 23.5 

USEEM Iata 5oorce File 
1976 1,058,946 59,698,301 
1984 1,306,521 72,252,999 
Net O:lan;Je 247,575 12,554,698 

-percent 0 f 1 9 7 6 -

Net~ 23.3 21.0 
Births 46.4 51.0 
Expansion 24.1 21.2 
Deaths -33.0 -36.5 
Contraction -14.2 -14.6 

SOORCE: Social ard scientific Systems, loo. , ''Tabulation of USEIM ard 
USEEM Data for Paired Years, Minnesota," un:1er Contract with 
U.S. Small Business .Administraticn,. 1986, Bethesda, Mal:ylard. 
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4,280,809 
4,723,718 

442,909 

1,712,052 
1,217,554 
2,929,606 

1,269,142 
811,583 

2,080/725 

982,529 

19.8 
40.0 
28.4 

-29.6 
-19.0 

23.0 



Births of new businesses were more significant to jcb charges at the 
national level -than in Minnesota. 'Ihus, expansion am contraction of 
existin:.J 11laineeses have larger effects on net jcb creation in Minnesota 
than they do in the nation as a whole. Jabs policies in the state shoold 
centime to SlJR)Ol:t and nurture existin:.J b..lsinesses. 

Comparison of jcb growth oomponents between 
Minnesota am neighboring states, 1976-1982 

Between 1976 arxi 1982, Minnesota arxl surrourrling states showed large 
net gains in jabs, except Iowa, where new jabs fran l:usiness expansion 
lagged (Table 4). In Wisconsin, new b.lsiness fonnation between 1976 am 
1982 created m:>re jobs than b.lsiness expansion, which was the reverse of 
f in:iings fran a previc:us Wisconsin stu:1y (Wisconsin, 1984, p .10) . other 
neighboring states and the nation displayed the same pattern, tut in 
Minnesota new jabs fran business expansion were slightly m:>re nume:taJS than 
those fran new business formation. Jab losses fran b.lsiness deaths were 
larger than losses fran business contractioo in Wisconsin, Minnesota, 
neighboring states an:i the nation. 

Iowa ani the older in::iustrial states of Illinois, Ohio, Michigan, an:1 
Irdiana had small net gains in jabs between 1976 ani 1982. Job gains were 
limited by lcw expansion rates in these states, an:i job losses fran 
business contractioo were slightly higher, cnrpared to those at the 
national average or the other high-growth states. 'Ihis pattern of job 
chan;Je highlights the influence of business expansion ard cot>.traction to 
net jcb creation across states, relative to the effects of business births 
am dissolutions. 

large firms (m:>re than 500 employees) provided m:>st net new jabs in 
Minnesota, Wisconsin, Iowa, North Dakota am Sa.rth Dakota (Table 5). In 
Illinois, Ohio ani Irdiana, very small firms with fewer than 20 employees 
were the largest contrihltors to net new jabs. In Michigan, large firms 
ac:xxmrt:e.d for 55 percent of net new jabs, cnrpared to 44 percent for very 
small firms. 

Small firms (f~ than 100 employees) provided about half of net new 
jabs in Minnesota ani the nation. In the surrourrling states of Wisconsin, 
Iowa, North Dakota ani Sa.rth Dakota, the contrirution of these small firms 
reached only about aie-third of net new jabs. In the older in::iustrial 
states of Illinois, Ohio, ani Irdiana, the small firms were daninant •. 
soorces of net new jobs because of lcw jab creation by the large in::iustrial 
firms. 'lbese large firms were severely affected by the 1982 recession. 
Irdustey mix therefore, seems to be an important determinant in the profile 
of job c:ban;Je. 

canponents of joo growth for 1976-1984 (preliminary) 

Allowing' for their preliminary nature, the 1976-1984 tal:w.ations imply 
greater volatility in business births arxi deaths, cnrpared to the 1976-
1982 reports (See Table 3). Business births am deaths continued to be 
m:>re important causes of job d:'lan;es at the national level than in 
Minnesota. Also, business expansion created relatively m:>re jabs in 
Minnesota than in the nation. 
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Table 4. ("tarprlrisan of Jab Growth Q:mponents between 
Minnesota an:i Neighboring states, 1976-1982. 

Jab Gains Job losses 
state Total Net 

Births 
Total 

Expand Gains Deaths o:ntract Losses Ola:D:Je 

U.S. 

Minnesota 

Wiscxln.sin 

Iowa 

Horth Dakota 

sooth Dakota 

lllioois 

Chlo 

Michigan 

Indiana 

28.7 

25.9 

23.4 

23.1 

22.4 

26.2 

21.1 

15.8 

32.3 22.1 

27 .o -= 22.0 

21.2 17 .5 

25.0 16.8 

24.3 19.6 

20.3 17.2 

- percent of 1976 aployaent -

51.1 

52.1 

44.5 

38.9 

54.4 

49.0 

38.7 

41.8 

43.9 

37.5 

22.0 

18.7 

16.9 

21.0 

21.2 

17.2 

21.·2 

21.5 

21.2 

18.8 

13.4 

14.0 

12.1 

13.7 

10.5 

ll.3 

12.1 

15.2 

15.2 

15.6 

35.4 

32.7 

29.0 

34.7 

31.7 

28.5 

33.3 

36.7 

36.4 

34.4 

15.7 

19.4 

15.5 

4.2 

22.7 

20.5 

5.4 

5.1 

7.5 

3.1 

samc:E: Social am scientific System, Inc. , "'l'abulatiat ot tsE[.M Data for Paired 
. Years, Minnesota," under 0:ntract with U.S. Small Business Administration, 
1986, Bethesda, Marylan.i. 



Table 5. Net Qwge in Jabs By Size of Firm, Minnesota 
an:i Neighborirg states, 1976-1982. 

Size of Fi.rm 
state Total 

Very Small Small Medina Large 
(0-19 en:ployees) (20-99) (loo-499) c soo am above) 

- percent of net ctwge in jabs -

U.S. 38.5 14.1 9.8 37.6 100.0 

Minnesota 33.7 15.7 7.8 42.8 100.0 

Wisconsin 26.5 13.3 11.8 48.4 100.0 -o:> 

Iowa 32.9 0.3 26.3 40.5 100.0 

North Dakota 23.3 11.7 10.3 54.7 100.0 

South Dakota 24.7 7.5 11.1 56.7 100.0 

Illinois 59.9 9.0 0.9 30.2 100.0 

ario 56.6 16.9 18.1 8.4 100.0 

Michigan 43.7 1.7 -0.7 55.3 100.0 

Imiana 89.2 27.8 30.3 -47.3 100.0 

SCXJRCE: social am Scientific systems, Inc., "Tabulatial of USElH Data for Paired 
Years, Minnesota," urder Ccntract with u.s. smn amines& Mministratioo, 
1986, Bethesda, Mal:yl.an:i. 



Job creation and losses dur~ business cycles 

Between 1976. ani·· 1978, eccnanic recovery fran the 1975 recession 
created sane 353,000 new jobs (Table 6). Job losses amounted to 232,000 
for a net gain of 121, ooo jobs. Cmtirrued eccnanic expansion in:blCed jab 
gains to outpace losses by 100,000 jabs in 1978-1980. However, the 
econcmic dcwntum that persisted thrcugh 1~82 caused~ \vOrker 
layoffs in the state. Between 1980 and 1982, jobs lost fran rosiness 
dissolutions amounted to 142,000, or twice the losses dur~ the previous 
period. Business contractions eliminated 121,000 jobs, or 46 percent nore 
than in 1978-80. Similar to the Birch fiI'x.iinJ for all states in 1969-1976, 
job losses fran business dissolutions an:i contractions averaged eight 
percent per year in Minnesota between 1976 ani 1982. However, this average 
losses masked significant variations dur~ different segments of the 
business cycle. 

Figure 6 presents a oc:npariscn of jci::> d.'larges due to the varioos 
growth carp:inents dur~ the last business cycle. Business dissolutions 
arxi contractians ~ to exert the daninant influence a, net jci:> dlarge 
in the state. Jci:>. creaticn fran new businesses and expansians declined in 
1978-1980 ccmpared to the previoos period, rut smaller losses fran business 
dissolutions and contractians caused net job gains to keep the earlier 
pace. Olr~ the severe econcmic downturn in 1980-1982, actual job gains 
were larger than those for the previoos period, bJ.t substantial losses from 
business dissolutions and contractions reduced net job creaticn to less 
than one-third of the previous period. 

More recent data from USEEM files suggest a continuation of high rates 
of jab losses due to business deaths and contraction thrcugh the 1982-1984 
econcmic rec<:Nery. However, new blsiness fonnation created substantially 
lOC>re new jobs, resultin;J in a three percent net gain in jobs dur~ this 
recDVery period (See Table 6). 

Importan:::e of business dissolutions and contractions 

n.rr~ the eccnanic growth periods of 1976-1978 and 1978-1980, job 
creation by new businesses offset losses fran blsiness dissolutions. '!be 
:reverse occurred dur~ the last recession, when job losses fran business 
dissolutians nore than doubled arxi exceeded the rnnnbe.r of new jobs fran 
business formations. 

'Ihe volatility in net job creation due to business dissolutions 
requires closer attention. Factors affectirg the viability of existin:.; 
businesses in the state a~ to be critical to job growth. New business 
formation and expansion continued to create significant numbers of jobs 
even durirg eccnanic downtums, tut business dissolutions eliminated a 
large number of jobs at the same time. 'lbere -were in:ilcations that high 
rates of job losses due to rosiness dissolutions contimle thrcugh the early 
phases of the econcmic rea:Nery. 

. '!his trer:d is a significant charge fran earlier ,job growth avide:oce. 
Birch fa.mi that across states in 1969-1976, variations in net charge in 
jobs -were due mre to variations in job generation, rather than variations 
in rates of jct> loss (Birch, Ibid. ,p.4). It was argued that practically 
all the leverage of state p.lblic policy lies in affecting lcx:ation of rBH 
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Table 6. Q:up:lnents of Jab Growth, Minnesota, 1976-1984. 

1976-1982 

1976-1978 

1978-1980 

1980-1982 

USEEH 1982-84 

1976-1982 

1976-1978 

1978-1980 

1980-1982 

~ 1982-84 

Beginnil,g 
Year 

1,311,071 

1,311,071 

1,432,342 

1,532,795 

1,269,844 

1,311,071 

1,311,071 

1,432,342 

1,532,795 

;,269,844 

Jab Gains 
aJSiness a.isiness 
Births Expansicn 

340,186 

153,608 

105,566 

115,288 

151,866 

343,740 

199,645 

143,010 

179,707 

132,888 

Job 
B.Jsiness 
Deaths 

of jabs - -

-245,705 

-lll,820 

-65, n1 

-141,963 

-142,687 

Lc&Jes 
B.Jsiness 
OontractialS 

-184,008 

-120,160 

-82,344 

-120,543 

-105,390 

~ - - percent of beginnil,g year jobs - - -

25.9 

11.7 

7.4 

7.5 

12.0 

26.2 

15.2 

10.0 

11.7 

10.5 

-18.7 

-a.s 

-4.6 

-9.3 

-11.2 

-14.0 

-9.2 

-S.7 

-7.9 

-8.3 

Sairce: Social am. Scientific Systems, Inc. , "Tab.Jlatiat of mEI.M Data 
for Paired Years, Minnesota", urder Q:ntract with U.S. Small 
Business Administraticn, Mai:yl 1986, Bethesda, M:i. 

Net Jab 
Gains 

254,213 

121,273 

100,455 

32,489 

36,677 

19.4 

9.2 

7.0 

2.1 

2.9 



• 
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firms or expansioo of existin;;J b.lsinesses. 'Ihe rate of job losses due to 
J:usiness dissolutians, contractions an:l transfer was abcut the same for all 
states. For tne 1976-1982 period, SBA data shows that in Iowa an:i 
neighboring industrial states with small net gain in jobs, b.lsiness 
expansiai provided fewer jobs, while b.lsiness contraction caused larger job 
losses, relative to the job creaticn performance of Minnesota, Wisconsin, 
North ~, am Sooth Iakota. '1he increasing impo~ of b.lsiness 
dissolutions am contractions suggests that a jobs policy shoold search am 
support viable industries, am shoold oot merely seek to irrluce the 
creation of nume:ralS new firms. 

Job creation by size of finn 

In Minnesota, USEIM tabulations for 1976-1982 show that very small 
firms with fewer than 20 enployees acco.mted for 34 percent of net jab 
c.harqe, canpared to their 24 percent share of employment (Table 7). Small 
firms (20-99 employees) contrib.rt:ed abcut 16 percent of net chan:je, wt 
this was lower than their 18 percent share of total enployment. All small 
firms with fewer than 100 enployees produced sane 49 percent of net job 
charge while ac:x:nmting for 42 percent of total jobs. 

'Ihis contril:ution to net jd:> chan;Je by small firms in Minnesota was 
considerably lower than the 82 percent share foon:l by Birch between 1969 
and 1976 at the national level. In Wisconsin, 77 percent of net job gain 
between 1969 am 1976 was ascribed to small firms, an:1100:re than 60 percent 
was created by small firms after 1976 (Wisconsin, 1984, w.6-7). However, 
the 1969-1976 data used by Birch did not :i.n=lme the year that brarrhes 
were started so that new branch listings were assmned as births. 'Ihis was 
corrected by~ Brooki.rqs Institution on similar data for 1978-1980. 
Brookin;Js estimated that small establishments in the nation accounted for 
78 percent of net job gain, rut the small imeperrlent firms provided only 
39 percent of the net gain (Armin:Jt:on am Odle, 1982). Branchin;J or 
fonnation of subsidiaries by large firms were responsible for half the net 
job cont:ril:ution credited to small establishments. 

Iarge firms (500 employees an:l above). contributed 43 percent of all 
net job gain in Minnesota between 1976 ard 1982, rut their share of total 
jabs was equally large at 42 percent. 

By contrast, at the national level, small firms with fewer than 100 
emplcyees contributed significantly xoore to net job gain than their share 
of total enployment. Small firms with fewer than 100 employees produced 53 
percent of net jcb gain between 1976 and 1982, canpared to their 37 percent 
share of total employment. Iarge firms accounted for 38 percent of net jab 
gain, .which was considerably less than their 48 percent share of total 
employment. 

'Ihe relative contril:ution of small firms to net jab creation has been 
redlice.d shaxply fran earlier estimates. Jab creation by large firms, 
particularly in their brard'ling activities, seems 100:re important. A jobs 
srt:rategy irrlucirg large firms to form new brarrhes an:i exparrl cnlld be as 
productive as ooe that seeks to irx:luce numercus small firms to create new 
jabs. In Minnesota an:i the U.S., very small firms with fewer than 20 
employees showed the highest volatility in job creation. 'Ihese firms had 
larger proportions of new jobs fran b.lsiness births an:i expansians, am 
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Table 7. Coq:>onents of Eq>loyment Growth, by Size of Fir11, 
Minnesota and U.S., 1976-1982. 

Size of Fina e;rths Oeatha Expansion Contraction 

Mi,.,..ota (No. of jobs) 1976-1982 
Very Sltllll(0-19 t11ployees) 93,785 ·67,940 95,102 ·35,342 
Sltllll (20·99) 55,235 ·42,532 59,297 ·32, 146 
Nodiua (100·499) 40,123 ·39,342 48,847 ·29, 763 
Large ( 500 and above) 151,043 -~,889 140,495 ·86, 757 
Total 340,186 ·245,703 343,741 • 184,008 

Percent of Total (USELN Data) 
Very S.ll(0·19 t11pl0Yff8) 27.6 27.7 27.7 19.2 
S.ll (20•99) 16.2 17.3 17.3 17.5 
Mediua (100-499) 11.8 16.0 14.2 16.2 
Large < 500 and above) 44.4 39.0 40.9 47. 1 
Total 100.0 100.0 100.0 100.0 

Percent of Total (USEEM Data) 1976·1984 
Very S.ll(0·19 ~loyees) 32.a 32.3 25.7 13.3 
'-ll (20·99) 1a.2 16. 1 19.4 15.7 
"-dha (100·499) 12. 1 13.3 15.4 15.9 
Large ( 500 and above> 36.9 38.3 39.5 55.1 
Total 100.0 100.0 100.0 100.0 

U.S. (No. of jobs) 1976·1982 
Very S.ll(0•19 -.:,loyen) 5,408,819 ·3,~8, 122 4,691,387 ·1,567,311 
S..ll (20·99) 3,298,533 ·2,674,630 2,811,836 • 1,759,372 
Nodiua (100·499) 2, 757~234 ·2,204,002 2,264,416 ·1,657,086 
Large (500 and above) 10,311,775 ·7,908,165 7,248,691 -5,193,020 
Total 21, n6,361 ·16,744,919 17,016,330 ·10, 176,789 

Percent of Total (USELM Data) 
Very S.ll(0·19 aaployees) 24.8 23.6 27.6 15.4 
Small (20·99) 15 .1 16.0 16.5 17.3 
Mediua (100·499) 12.7 13.2 13.3 16.3 
Large (500 and above) 47.4 47.2 42.6 · 51.0 
Total 100.0 100.0 100.0 r 100.0 

Percent of Total (USEEM Data) 1976· 1984 
Very S.ll(0-19 -.:,loyees) 29.2 30.0 26. 1 10.4 
S.ll (20·99) 16.8 15.4 17.4 14.9 
Mediua (100-499) 11.7 11.7 13.1 14.9 
Large (500 and above) 42.3 42.9 43.4 59.a 
Total 100.0 100.0 100.0 100.0 

SOORCE: Social and Scientific Systems, Inc., "Tabulation of USELM and 
USEEM Data for Paired Years, Minnesota," under Contract with' 
U.S. Small Business Aaninistration, 1986, Bethesda, Maryland. 
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1976 
Net Change El11)loy,nent 

85,605 316,190 
39,854 236,906 
19,865 212,880 

108,892 545,095 
254,216 1,311,071 

33.7 24.1 
15.7 18. 1 
7.8 16.2 

42.a 41.6 
100.0 100.0 

38. 1 24. 1 
24. 1 18.3 
11.3 15.4 
26.5 42.2 

100.0 100.0 

4,574,m 15,597,190 
1,676,367 12,834,160 
1,160,562 10,866,048 
4,459,281 36,663,964 

11,870,983 75,961,362 

38.5 20.5 
14. 1 16.9 
9.8 14.3 

37.6 48.3 
100.0 100.0 

37.7 22.2 
21.0 17.2 
11.0 13.6 
30.3 47.0 

100.0 100.0 



larger jab losses_fran business deaths relative to their share of 
errployment. Also, ~iness deaths red11ced employment to a greater degree 

-. than contractia,s because these small firms tern to vanish rather than 
contract (See Table 7) . 

In Minnesota and the U. s. , births of I1SW establishments ani expansion 
of existirg establishments by large firms prcxiuced nearly as many new jabs 
as those by all small firms (fewer than 100 employees). On the other 
han.1, business cx:ntraction and dissolutions ancirg large firms caused m:>re 
jab losses than those for all small firms. 

Volatility in nIJiber of establishments by size of finn 

M:>re than three-foorths of all births, deaths, expansions and 
contractions of establishments were oonfined to very small firms with 
fewer than 20 employees (Table 8). Sane 90 percent of establishments 
showllg ~ in e.mployment wre owned by all small firms with fewer 
than 100 e.mployees. C0rrespondir.g gravth canponents for establishments 
owned by large firms (500 or m:,re employees) contriruted less than 10 
percent oft.he total C'han;le. 

'!his volatility in the number of establishments owned by small firms 
occurs nationwide. large numbers of small firms beirg established and 
dissolved each year give an imediate impression that these small firms 
are the ilrportant, yet volatile, factor in joo creation. 

Effects of business cycles on carp:ments 
of joo creation by different size firms 

Business expansion by large firms with 500 or rrcre errployees created 
numeroos jabs durirg the 1980-1982 recessiona:cy period, rut large losses 
from business deaths ani contraction limited the net gain in jabs (Table 
9). 

Small firms with fewer than 100 employees created a large number of 
jabs, particularly durirg economic recoveries. However, large job gains 
from births of r>£M businesses were accompanied by large job losses from 
business dissolutions or deaths. 

D.lrirg the 1982-1984 recovery, large firms appeared to continue losirg 
a substantial n,nnl:)p.x of jabs fran DJSiness contraction ani dissolutions. 
'!he recessiam:y perio:i of 1980-1982 am ensuirxJ intense market 
canpetitioo have adversely affected existirg brarr.hes of large firms. 
ffor..1ever, ioore new jabs were created by rusiness births durirq the 
1982-1984 r:ecx,very perio:i, ani jab losses fran business deaths were 
reduced. 

In contrast, the small firms produced substantial net joo gains durirg 
the 1982-1984 ret:XNery. large numbers of small firms were fanned durirg 
econ:mic recoveries, providirg for larger jab growth in the local econany, 
canpared to the national average. 

Components of jab growth in various in:lustries 

'Ihe proportionate share of employment arrl net jab C'han;les of various 
irx:1ustry sectors are given in Table 10. 'llle services sector ca,sistently 
prodllCed m:,re net new jobs than its share of total enployment. Retail 
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Table a. CCllpalents of Olarge for Number of F.stablishments, 
by Size of Firm, Minnesota and U.S. , 1976-1982. 

Size of Firm Births Deaths Net Olarge Expansicn Cmtractia1 

Minnesota (No. of establishments) 1976-1982 
Very Sma.11(0-19 mployees) 23,506 -17,330 6,176 20,061 13,441 
Small (20-99) 2,710 -1,982 728 3,006 2,416 
Medium (100-499) 1,228 -834 394 1,083 712 
large (500 an:i above) 2,368 -1,662 706 1,448 748 
Total 29,812 . -21,808 8,004 25,598 17,317 

Percent of Total 
Very Small(0-19 enployees) 78.8 79.5 77.2 78.4 77.6 
Small (20-99) 9.1 9.1 9.1 11.7 14.0 
Medium (100-499) 4.1 3.8 4.9 4.2 4.1 
Iarge (500 an:i above) 7.9 7.6 8.8 5.7 4.3 
Total 100.0 100.0 100.0 100.0 100.0 

U.S. (No. of establishments) 1976-1982 
Very Sma.11(0-19 employees) 1,295,751 -987,221 308,530 929,008 592,317 
Small (20-99) 171,316 -122,081 49,235 153,659 130,474 
Medium (100-499) 86,396 -49,594 36,802 54,462 39,066 
large ( 500 and above) 158,589 -110,243 48,346 80,425 49,726 
Total 1,712,052 -1,269,139 442,913 1,217,554 811,583 

Percent of Total 
Very Small(0-19 enployees) 75.7 77.8 69.7 76.3 73.0 
Small (20-99) 10.0 9.6 11.1 12.6 16.1 
Medium (100-499) 5.0 3.9 8.3 4.5 4.8 
large (500 and above) 9.3 8.7 10.9 6.6 6.1 
Total 100.0 100.0 100.0 100.0 100.0 

SCXJRCE: Social and scientific Systems, :rro., 1'Tahulatia1 of USEI.H Data for Paired 
Years, Minnesota," urner o:ntract with U.S. Small Business Administratioo, 
1986, Bethesda, Maeyland. 



Table 9. Coq:,onents of Eiaployaent Growth by Size of Fira. 
Minnesota. Biet'Vlial, 1976-1984. 

She of Fina Births Deaths Expansion Contraction Net Change Births Deaths Expansion Contraction Net Ch.nee 

- num>er of jobs • • percent • 

1976-78 Recovery (USELM Data) 
Very Saall(0-19 ~loyees) 47.380 -35.310 60,332 -19,595 ... 52,807 30.8 31.6 30.2 • 16.3 43.5 
S-ll (20-99) 23.473 -15.945 35,209 ·18,602 24,135 15.3 14.3 17.6 15.5 19.9 
Mediun (100-499) 19,553 ·15.460 32.644 -14.683 22,054 12.7 13.8 16.4 12.2 18.2 
Large (500 and above) 63,201 ·45.101 71,460 -67,280 22,280 41.1 40.3 35.8 56.0 18.4 
Total 153,607 ·111.816 199.645 ·120,160 121,276 100.0 100.0 100.0 100.0 100.0 

1978-80 Expansion 
Very Small(0-19 e11ployees) 25,647 ·20.912 41.076 -23,910 21,901 24.3 31.8 28.7 29.0 21.8 
Small (20-99) 13.032 ·12,299 31.198 -16,897 15.034 12.3 18.7 21.8 20.5 15.0 
MedilR (100-499) 8.631 -8,681 20,774 -18,216 2,508 8.2 13.2 14.5 22.1 2.5 

N Large (500 and above) 58,256 -23.882 49,962 -23.322 61.014 55.2 36.3 34.9 28.3 60.7 
0) Total 105,566 -65,774 143,010 -82,345 100.457 100.0 100.0 100.0 100.0 100.0 

1980-82 Recession 
527668 Very Small(0-19 eq:,loyees) 32,047 ·28.054 ·25,592 31,069 27.8 19.8 29.3 21.2 95.6 

Small (20·99) 16,719 -23,532 24,579 ·25,030 -7.264 14.5 16.6 13.7 20.6 ·22.4 
Medh.111 (100-499) 14,234 ·25,002 23,636 ·23,545 • 10,477 12.3 17.6 13.3 19.5 -32.2 
Large (500 and above) 52,287 ·65.373 78.624 -46.376 19, 162 45.4 46.0 43.8 38.5 59.0 
Total 115.267 -141.961 179. 707 -120,543 32,490 100.0 100.0 100.0 100.0 100.0 

1982-84 Recovery (USEEM Data) 
Very Saall(0-19 f!ffi>loyees) 51,070 -44,483 37,591 ·15.714 28.464 33.6 31.2 28.3 14.9 77.6 
S-ll (20·99) 21,869 -22.849 27,017 -17,659 8,378 14.4 16.0 20.3 16.8 22.8 
Medh.111 (100-499) 17,642 -17,699 22,221 -19,731 2,433 11.6 12.4 16.7 18.7 6.6 
Large (500 and above) 61,285 -57,656 46.059 -52,286 ·2,598 40.4 40.4 34.7 49.6 -7 .1 
Total 151,866 -142,687 132,888 ·105,390 36,677 100.0 100.0 100.0 100.0 100.0 

SOURCE: Social and Scientific System. Inc .• Tabulation of USELM and USEEM Data for Paired Years, Minnesota,N l.l'lder Contract with 
U.S. Small Business Administration, 1986, Bethesda, Maryland. 
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Table 10. Share of Job Base and Net New Jobs by Industry Sector, 
Minnesota, 1976-1982. 

Industry 
Sector 

Share of 1976 
Job Base 

Share of Net Job Changes . 
1976-78 1978-80 1980-82 1976~82 

Total 

Agriculture 
Mining 
Construction 
Manufacturing 

percent - -

100.0 

0.9 
1.0 
6.6 

Transportation, Communication, etc 
Wholesale 

26.6 
5.8 
8.3 

21.7 
6.2 

22.7 

Retail 
Finance, Insurance 
Services 

100.0 100.0 

1.0 -0.5 
3.5 -0.5 

10.0 -0.3 
6.6 27.5 

-1.5 14.6 
3.1 9.6 

29.5 17.8 
8.4 1.3 

39.4 30.4 

Source: Social and Scientific Systems,Inc., "Tabulation of USELM Data 
for Paired Years, Minnesota", under Contract with U.S. Small 
Business Administration, 1986, Bethesda, Md. 

100.0 100.0 

2.0 0.5 
-4.2 0.9 

-19.6 2.2 
4. o. 14.6 

17.3 7.3 
-18.6 2.9 
12.0 22.6 
29.0 8.3 
78.0 40.8 



trade, finance ani insurance, ani t.ra.mportation and a:mmunications are 
also i.np;)rtant- sources of net new jobs. In cxmtrast, manufacturirX] 
a~ to lose groun:i in terms of a disproportionately small share of net 
n£M jd:s in relation to its share of total employment. 'Ihe deep recession 
in 1982 has severely affected net job creation by the manufacturirX] sector. 

Table 11 shcMs canponents of job growth for 1::JuSiness firms in 
Minnesota under various employment size classes ani irrlustl:y grcups. 
services daninated net jcb creatioo by different in:lustries in all size 
classes. Fmployment in this sector was bi-mcrlaJ , cxmcentrated in both 
small firms with fewer than 100 employees and large firms with 100re than 
500 employees. Job gains fran business e:xpansion were larger than those 
f:ran b.lsiness births, while jcb losses frau J:usiness deaths were 
significantly larger than losses fran rosiness contraction. '!he number of 
jobs created am lost were almost similar for both small am large firms in 
the savice sector. 

In retail trade, the number of new jobs fran business births was 
larger than those fran business e:xpansion for both small am large firms. 
Business deaths were also a larger scmce of jcb losses than J:usiness 
contractions. 

Manufacturirq jobs were cxmcentrated in large firms, yet net jcb 
creation by these large firms annmted to only half those created by small 
manufacturirX] firms. SUbstantial job losses fran both business contraction 
and dissolutioo severely affected net jcb creation by the large firms. For 
small manufacturirX] firms, J:usiness expansion created numerous jabs, while 
losses f:ran b.lsiness contraction and dissolutions were comparatively small. 

In table 12, various irrlustl:y gro.ips at the two-digit stan:1ard 
Irrlustrial Classification (SIC) level were ranked acxx:,rdinJ to their jab 
creation performance durirX] the 1976-1982 pericxi. Heal th services, 
business services, and eatin:J and drinkin;J places of the services sector 
each provided 100re than 25,000 net new jabs, leadirg all other in:lustries 
in job creation. Technology-related iroustries p:roducllXJ instruments an:l 
related products, and electric am electronic equipnent ranked next with 
22, ooo jobs am 17, ooo jobs, respectively. 'Ihe other i.n';;>ortant job­
creatirXJ in:lustries were food stores, education services, wholesale trade 
of durables, am air transportation. 

'Ibis pattem of jcb creaticn has inportant policy implications. In the 
services sector, the relative sizes of the grcMth canponents ca.lld lead to 
increasirXJ inpxtarx:e of large finns in net jcb creation as ~l as greater 
cxmcentratia, of employment in the lcn:ge size class. I.arge canpanies with 
multi-locatia, branch ope.rations could increase their market share of 
personal seJ::Vices, business services, health services, legal am other 
professional seJ::V!ces, am other sei:vices. In retail trade, proliferation 
of small establishments produce.d nt.lIJl8I'OJS jcb gains am losses fran 
b.lsiness births and deaths. A mDDber of dispersed markets an:1 popJJ.ation 
shifts amon;J various cities and nunicipalities would continue these high 
rates of births and deaths. In the metropolitan areas, large retail firms 
created numerous jabs through their bran::hin:J activities. 

I.arge manufacturirX] firms created numeroos jobs, rut losses f:ran 
contraction and deaths of less canpetitive b.lsinesses were large arxi 
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Table 11. c.c::q:xnent:s of Jab Growth by Firm Size arxi In:iustty Group, Minnesota, 1976-1982. 

Imustry Errq;>loyment Expand- Contract- Net 
GroJp 1976 1982 Births Deaths ing ing Clarge 

- number of employees -
Vez.y smal.l. Finns (lMS than 20 employees) 
Total 316,190 401,793 93,785 -67,940 95,102 -35,342 85,603 
Agriculture 8,683 9,926 1,744 -1,221 2,134 -1,414 1,242 
MininJ 901 699 87 -184 129 -233 -201 
0:rlst:ruct:ia1 40,614 47,430 11,435 -7,928 10,402 -7,093 6,816 
MarufacblriJxJ 29,481 43,998 9,509 -6,557 14,050 -2,485 14,517 
T.rans,0:ml,etc 13,162 16,860 3,136 -2,667 4,768 -1,539 3,698 
lllolesal• 41,813 51,624 10,088 -8,481 ll,890 -3,685 9,8ll 
Retail lll,189 122,359 29,014 -28,600 21,008 -10,251 11,171 
Finanoa,Ina,etc 19,469 28,755 6,864 -3,032 8,305 -2,850 9,286 
services 50,877 -so,142 21,905 -9,261 22,415 -S,792 29,265 

Sm]] Fi%ms (20-99 eq,loyees) 
Total. 236,906 276,758 55,23!5 -42,532 59,297 -32,146 39,853 
Agriculture 2,048 1,685 573 -355 165 -744 -362. 
Minin:J 993 601 59 -202 19 -267 -391 
caistructicn 19,449 15,674 1,761 -3,582 2,832 -4,78!5 -3,774 
Marufacturirq 46,154 56,283 7,272 -6,608 14,584 -5,118 10,129 
Trans,0:mn,etc 12,402 14,620 2,434 -2,395 3,308 -1,127 2,21B 
tb:>lesala 24,378 27,954 3,234 -4,082 7,206 -2,781 3,575 
Retail 66,717 76,593 23,651 -15,038 9,584 -8,320 9,876 
Finance, Ins, etc 12,357 15,781 3,188 -2,141 4,006 -1,628 3,425 
services 52,408 67,568 13,064 -a,120 17,593 -7,376 15,160 

Medium Size Finns (100-499 employees) 
Total 212,880 232,746 40,123 -39,342 48,847 -29,763 19,865 
Agriculture 1,024 1,232 77 -16 232 -83 208 
MininJ 696 700 214 -215 250 -243 5 
caistructicn 12,0ll 10,658 944 -1,362 2,255 -3,189 -1,352 
Manufacturing 56,432 56,737 7,578 -11,926 12,727 -8,073 305 
Trans,carm,etc 8,875 10,536 2,878 -1,169 1,423 -1,470 1,661 
Wholesale 11,867 12,911 1,830 -2,515 3,430 -1,701 1,044 
Retail 32,947 40,575 13,370 -8,627 7,077 -4,191 7,628 
Finance,Ins,etc 12,801 12,439 1,612 -2,020 3,442 -3,394 -361 
services 76,228 86,958 11,621 -11,483 18,012 -7,418 10,730 

Large Finns ( 500+- eDl)loyees) 
rn:,ta]. 545,095 653,986 151,043 -95,889 140,495 -86,757 108,891 
Agriculture 587 766 531 -212 6 -145 179 
Minin:J 11,102 14,074 1,057 -525 4,057 -1,616 2,972 
caistructicn 14,935 18,745 5,595 -910 2,879 -3,753 3,810 
Mal'llfacturirg 216,311 228,379 46,087 -44,232 46,450 -36,235 12,068 
Trans,0:um,etc 42,041 52,931 16,066 -4,645 12,161 -12,691 10,890 
lllolesale 30,835 23,787 5,734 -10,319 4,097 -6,559 -7,047 
Retail ' 73,454 102,357 32,221 -14,018 20,654 -9,953 28,902 
Finanoa, Ins, etc 37,099 45,746 8,393 -6,672 9,524 -2,597 8",647 
services llS,731 167,201 35,360 -14,349 40,667 -13,207 48,470 

som:ce: Social ard scientific Systems, In:. , ''Tal:ul.atiat of USEIM D!lta for Paired Years, 
Minnesota," urder o:mtract with the u.s. small BJsiness hhinistraticn, 1986, 
Bethesda, Mi. 
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Tabla 12. Job G1.'0Wth o .,aaats, DJ Imusb:y Gro.Jp, Mi:nneaota, 1976-82. 

In:blltry Grcup Net ~ 1976 1982 Births Expand Daatha 0:mract Nat Ol8n:J8 

' 

33,341 
29,867 
25,455 
21,938 
17,279 
15,334 
12,837 
11 067 
9:292 
8,316 
8,243 
6,748 
6,691 
6,491 
5,824 
5 804 
4:998 
4 415 
4:379 
4 213 
4:039 
3,315 
3,300 
3,049 
3 012 
2:e11 
2,720 
2,716 
2,669 
2,594 
2,539 
1 904 
1:e95 
1,871 
1 615 
1:430 
1,421 
1 315 
1:113 
1,120 

962 
943 
916 
689 
423 
318 
119 

0 
0 

-58 

- No. of Jcba - - ~•L of 1976 -
81,402 ll4, 743 23 34 -12 -4 12 
50 742 80 609 36 54 -20 -ll 16 
67:247 92:702 57 21 -29 -ll 16 
10,864 32,802 27 195 -16 -4 5 
21,413 38,691 78 33 -28 -3 26 
40,215 55,549 42 26 -21 -9 35 
53 721 66 558 23 21 -9 -12 18 
59:010 10:13a 23 29 -22 -12 16 
6 928 16 221 13 127 -5 -1 3 

26:416 34:732 25 27 -16 -5 19 
30,153 38,396 22 29 -15 -9 12 
41,133 47,880 30 21 -21 -14 23 
7 467 14 158 78 23 -10 -2 14 

13:339 19:830 27 45 -7 -15 8 
12,283 18,107 33 36 -13 -S 16 
32 908 38 712 31 24 -26 -12 20 
11:8os 22:802 25 22 -12 -6 3 
41,534 45,950 23 22 -16 -19 21 
12,264 16, 643 32 32 -21 -S 18 
1515,485195 1919,668858 ½3 32 -17 -2 36 

8
1
655 ll'970 25 ~! =~ =~ fi 

24:937 29:131 31 29 -18 -2e 18 
6 130 9 179 21 53 -17 -7 7 

20:685 23:697 20 23 -ll -17 ll 
3,429 6,246 29 60 -3 -3 14 
4 461 7 181 25 54 -ll -6 8 

11:114 19:830 39 14 -27 -ll 21 
11 142 13 811 11 34 -5 -16 ll 
24:862 21:457 23 23 -26 -10 20 
10,324 12,863 21 32 -20 -8 17 
10,275 12,179 49 18 -28 -20 19 
7 482 9 376 30 24 -15 -14 23 

10:124 12:595 25 29 -17 -20 19 
3,983 5,597 35 37 -8 -24 24 

11,486 12,917 22 35 -29 -15 15 
8 448 9 868 37 18 -13 -25 19 

47' 816 49' 130 15 18 -20 -10 29 
1e:696 19:869 18 19 -16 -15 18 
15,826 16,946 10 30 -6 -27 14 
4,490 5,452 21 29 -15 -14 22 
7,337 8,279 23 26 -27 -9 8 

460 1,376 210 14 -2 -22 7 
9 064 9 753 36 15 -21 -23 10 
1:367 1:190 38 32 -26 -13 29 
2,206 2,523 14 7 -5 -2 61 

171 289 86 11 0 -28 9 
109 7 16 -4 -4 4 13 

2 1 50 0 -50 0 0 
24,928 24,869 30 15 -26 -20 26 

SOJRCE: soc:ial am Scientific sv.tas1 Inc11__~tia1 of tsEIM D:t:ta far Paired Y~.1. Minneaota," 
urdar 0::i1b.ad:. with U. S: Smal. Business Administratia1, 1986, Bethesda, Mm:y iam. 
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offsetting. Small manufacturing finns produced more net new jobs than the 
large finns, but the la?."ge finns still have enonnous jab creation 
potential. Afbar.adjustirg to new econcmic conditions with D:)r8 

cnupetitiva business organizatioos, new plants and producticn precesses, 
these large finns could reduce losses fran business deaths and contraction 
an:i creata aubstantial net new jct>s. 

Business expansicn produced nrst of the jab gains in leading growth 
sectors such as health services, business services, instruments and related 
products, and wholesale trade. For location-specific in:lustry groups such 
as eating and drinkirg places, food stores and educational se:rvices, mre 
jobs were created in new establishments than those fran expansion of 
existing businesses. 

canpanents of jab growth in various in:lustry groups 

Table 13 shows ccmponents of jab growth for varioos in:lustry groups in 
Minnesota when classified by type of inprt:s and market orientaticn. 
Agriculture, forestry, fishery, mining except metals, and agricultural 
se?:Vices are classified un:1er the primary resa.rrces grcup (Appenil.x 1). 
Manufacturers of food products, lumber and wood, paper and allied products, 
petroleum and coal, leather products and stone, clay and glass products are 
grooped un:1er resa.u:ce-intensive irrlustries. '!he capital-intensive, 
labor-intensive, and technol<XJY-intensive groups are also fanned based on 
major inp.It requirements of manufacturing establishments. Transportation, 
cc:amm.mication and plblic utilities are canbined into distrib.Itive ser1ices. 
Wholesale trade and retail trade are shown separately. Consumer ser1ices 
are canposed of eating and drinkirg places, hotels, personal services, auto 
repair and other direct constnner-related ser1ices. Banking services, 
insuraooe, business services, le.gal se:rvices and other classes that cater 
directly to businesses form the producer-setvices grcup. Health savices 
ccver the large hospitals, rrursing hanes and other providers of medical 
service. Ncn-profit organizations .irolooe educational services, social 
services, 1t11 JseJD\S and other organizations. 

'!he producer-services grcup showed the largest net in::rease in 
employment at 61, ooo jct>s beb.leen 1976 and 1982. Consumer services, heal th 
services and retail trade each provided mre than 30, ooo net new j d:s, 
follc:Med by technology-intensive irrlustries with 25,000 jct>s. Of the 14 
major in:lustry groups, these groups accounted for 73 percent of net new 
jabs in the state. Also, these irrlustries led the rest in terms of net j cb 
creation as a percentage of their 1976 employment. 

SUJ::port services for the producing and consuming sectors of the 
state's ecn>t:XrJ devel~ rapidly during the 1976-82 period. Expanding 
danestic and export markets irdllCed primary goods productioo, especially in 
technola:n-intensive and capital-intensive irrlustries. In turn, this 
irx::reased producticn activity generated larger demands for producer goods 
and services incl.ming banking, insurance, le.gal and other services. 
CClnbined with pop.Ilation growth, rising personal i ncones led to higher 
c::a:isumer demands for goods and se:rvices. 

Expansion by producer and consumer services within the state created 
agglaneration econcmies and econcmies of scale that coold have benefited 
their client irrlustries in the form of lower tm.it costs. In fact, IOOSt of 
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Tabla 13. 0:Ji\)allllbl of Jab Growth by Major Irdllrb:y Grcq), M.i.rnlaota, 1976-1.912. 

.-.• Eu;uoyment IlidulltJ:y 
Grcqj) 1976 1982 Birtha Expmiing Olatbll ccntnctin; 

- ?'llDlba:r' of lqll~ -
'It7rAL 1,311,071 1,565,283 340,186 343,740 -245,705 
(l) PriJm:y RMcm'olll 14,892 15,873 3,170 3,215 -2,419 
(2) Metal Mining 11,142 13,811 l,172 3,775 -511 
( 3) 0::nltructia\ 87,010 92,508 19,734 18,369 -13, 782 
( 4) RIIGalrol Intanliva 88,424 85,645 11,984 13,052 -18,640 
( 5) capital Inbrnliva 90,611 106,383 19,631 22,642 -17,013 
( 6) I.al::lar Inbrnliva 24,636 23,655 5,116 5,742 -8,104 
(7) 'l.'achn0lcgy Inbnaiva 144,708 169,7l2 33,715 46,376 -25,651 
(8) OiJltril::utiva Servi.cea 76,481 94,946 24,515 21,661 -10,872 
(9) th:>.1.--.J.a TJ:ada 108,893 116,276 20,886 26,622 -25,399 
(10) R8tail TJ:ada 217,060 249,181 59,726 44,490 -46,581 
(11) ~ sm:vi0llfl 134,289 170,15!5 60,460 28,60!5 -34,802 
(l2) Prcxllcll:c' sm:vi0llfl 164,00S 224,628 44,735 63,719 -26,441 
(13) HMlth Servi.cea 81,402 114,743 18,502 28,009 -9,8!58 
(14) Ncn-pcotit ~ 67,520 87,764 16,841 17,462 -5,660 

- pm.c.-1t of 1976 mpl.oyment -
-18.7 'lO'rAL 100.0 119.4 25.9 26.2 

(1) PriJm:y Raecllroes 100.0 106.6 21.3 21.6 -16.2 
(2) MIJtal Mining 100.0 124.0 10.5 33.9 -4.6 
(3) 0:nltructim 100.0 106.3 22.7 21.1 -1.5.8 
( 4) :AMcuroa Intanliva 100.0 96.9 13.6 14.8 -21.1 
(5) capital Inblnliva 100.0 117.4 21.7 25.0 -18.8 
(6) I.abor' Int8nliva 100.0 96.0 20.8 23.3 -32.9 
(7) Tad1nolcqJ tnt..ive 100.0 117.3 23.3 32.0 -11.1 
(8) OiJltril::utiva sc:vioul 100.0 124.l 32.l 28.3 -14.2 
(9) th:>l..al• Trada 100.0 106.8 19.2 24.4 -23.3 
(10) Rmtail.Tl:ada 100.0 114.8 27.5 20.5 -21.5 
( 11) 0::nllmmr Servi.cea 100.0 126.7 45.0 21.3 -25.9 
(l2) Pl:'0ducE' sc:vicM 100.0 137.0 27.3 38.9 -16.l 
(13) HM.lth SarvicM 100.0 141.0 22.7 34.4 -12.1 
(14) Ncn-p:otit 0rgmt 100.0 130.0 24.9 25.9 -8.4 

- pm.cant of tctal -
'It7rAL 100.0 100.0 100.0 100.0 100.0 
(1) Prbm:y ~ l.l 1.0 0.9 0.9 1.0 
(2) Metal Mining 0.8 0.9 0.3 1.1 0.2 
(3) 0:nltructim 6.6 5.9 5.8 5.3 5.6 
(4) :AMcuroa Inbnaiw 6.7 5.5 3.5 3.8 7.6 
( 5) capital Inbrnliw 6.9 6.8 5.8 6.6 6.9 
( 6) I.alx:' Inbrnlive 1.9 l.5 1.5 l.7 3.3 
(7) 'l.'achn0lcgy Inbrnlive ll.O 10.8 9.9 13.5 10.4 
(8) OiJltril::utive Scvi.ola 5.8 6.1 7.2 6.3 4.4 
(9) ltllOl.Male Tl:8da 8.3 7.4 6.1 7.7 10.3 
(10) R8tail Trada 16.6 15.9 17.6 12.9 19.0 
( 11) 0::nllmmr Scvi.ola 10.2 10.9 17.8 8.3 14.2 
( 12) Pra:Jualir Servi.cea l2.5 14.4 13.2 18.5 10.8 
( 13) Hllalth s.:cvi.om 6.2 7.3 5.4 8.1 4.0 
(14) Nca-;protlt Otgan 5.1 5.6 5.0 5.1" 2.3 

Balroll: so::ial and seimtific Syatas·, Inc. , "'I'abu1.atia, of 'OSEI.M Dita for Pairfd Yara, 
Mirralota," urmr 0::l'rt::ract with the u. s. s.ll a.mi..riiila ~, 1.986, 
Bat:bada, Ma?:ylard. 
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-184,008 
-2,980 
-l, 767 

-18,819 
-9,165 
-9,481 
-3,832 

-29,431 
-16,827 
-14,725 
-25,507 
-18,389 
-21,376 
-3,310 
-8,395 

-14.0 
-20.0 
-15.9 
-21.6 
-10.4 
-10.5 
-15.6 
-20.3 
-22.0 
-13.5 
-11.a 
-13.7 
-13.0 
-4.l 

-12.4 

100.0 
1.6 
1.0 

10.2 
5.0 
5.2 
2.1 

16.0 
9.1 
8.0 

13.9 
10.0 
U.6 
l.8 
4.6 

Nert 
~ 

254,2l2 
986 

2,669 
5,498 

(2,772) 
15,774 

(981) 
25,007 
18,468 
7,383 

32,123 
35,869 
60,625 
33,3.U 
20,244 

19.4 
6.6 

24.0 
6.3 

-3.l 
17.4 
-&.o 
17.3 
24.l 
6.8 

14.8 
26.7 
37.0 
41.0 
30.0 

100.0 
0.4 
1.0 
2.2 

-1.1 
6.2 

-0.4 
9.8 
7.3 
2.9 

12.6 
14.l 
23.8 
13.l 
a.o 



the j cb increase f:n producer se:i:vices, health se:i:vices an:i technolc:,;y­
intensi ve imustries came fran expansicn of existin;J firms rather than 
births of new f-i.nns •.. 'lhese in:1ust:ry groops are ~ of lai:ge, well 
established tinns -whcse operatioos are expanding in such areas as bankin;J, 
hospitals ar.d health care, chemicals, machinery, an:i ~ectric an:i 
electratlc aquipnent manufacturirx.;J. In contrast, births of new 
establishments \\ler8 more important sources of new jabs for consumer­
oriented ani locatia,.-specific sect.ors, sudl as consumer services an:i 
retail trade. 

OWnership an:i locaticn of headquarters of business firms 
operatirx.;J in Minnesota 

Minnesota-based firms are ~ of indeperrlent; sirx.;Jle-location 
establishments, headquarters of multi-unit canpanies, and separate 
operatirx.;J units or branches of these ccmpanies. aisiness organizations 
based in other states operate in Minnesota through their branches and 
auxiliaey units. Social an:i Scientific Systems, Inc., and SBA processed 
m:>re recent USEEM data to estimate the canponents of jab growth for 
indeperrlent, sirx.;Jle-location establishments, headquarters an:i brairhes, am 
Minnesota-based versus oot-of-state ccmpanies. 

USEEM data for 1976 showed that Minnesota-based firms provided 81 
percent of total non.farm employment reported in the state (Table 14) . '!his 
share of employment increased slightly to 83 percent in 1984, but the 
distrib.ltion of jobs across other type firms an::i location of headquarters 
was little char.ged fran 1976. Iroepen::lent firms accamted for half of 
total employment, followed by corporate headquarters an::l their branches at 
slightly less than one-third of total jobs. Corporate headquarters alone 
provided abcut one-fifth of total jabs. Also, branches of cut-of-state 
firms contributed nearly one-fifth of total jobs in Minnesota. 

In Wisconsin, 77 percent of total nonfarm jobs were provided by firms 
with in-state headquarters (Wisconsin, 1984, R'· 269-273). Irxieperrlent 
firms accamted for two-thirds of all jabs, canpared to one-half of all 
jabs in Minnesota. However, there are more corporate headquarters in 
Minnesota, resultirx.;J in a cne-third share of all jabs by corporations based 
in the state. '!his canpares with only a 10 percent contrib.ltion to all 
jabs by corporations based in Wisconsin. Corporations based rutside 
Wisconsin control eight percent of all firms, which is twice the proportion 
for Minnesota. C0nseqUently, branches of these non-Wisconsin-based 
corporations provide 23 percent of total jabs, canpared to 17 percent for 
similar brardles in Minnesota. 

Significant numbers of jabs in corporate headquarters an:i their 
branches in Minnesota tern to prcm,te econanic stability. In Wisconsin, 
multiple-location, Wisconsin-based firms were less affected by the 
recession, cantinui.rg to generate jabs ard loairg relatively fewer jabs 
when they contract (Wisconsin, 1984, p.14) . Also, a high proportion of 
jobs controlled by Minnesota-based firms enhan::es the 0\18rall effectiveness 
of local jabs policy, canpared to corditions in Wisconsin where nearly 
ane-foorth of all jabs are controlled by rm-Wisconsin based corporations. 

Jab growth by type of finn an:i location of headquarters 
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Tabla 14. Share of Dlployment and Jabs Growth by Kh11aaota-baaed 
Fi.Das and Branchaa of out-of-state Finis, 1976-1.984. 

Type of Fim Share of Total Jabs JabaGrowth 

1976 1984 Peroant 
Growth 

- paramt - - t - --pm:oant-

Minnesota-Based Finis 81.2 82.6 - 220,790 25.7 

Independents 48.2 50.7 152,7ll 29.9 
Onporate ~ 22.7 18.4 1,103 0.5 
Branches 10.l 13.5 66,976 38.1 

Branches of Fi.ma with 
out-of-state~ 18.8 17.4 26,785 13.4 

North Central. Regial 6.9 6.8 14,551 19.8 
other states 1L9 10.6 12,234 9.7 

Total 100.0 100.0 247,575 18.9 

Soorca: Social and scientific Systaaa, Inc., 18ftbllatial ot mEEH tar 
1976 and 1984,• under a:.11b.aet. with U.S. Slllll a.J.naa8I 
Adllinistratial, 1986, Betbaada, Muyland.. 



Branches and. subsidiaries of Minnesota-based firms showed a 38 percent 
increase in enpl~ between 1976 and 1984, followed by in:iepen::lent finns 
with a 30 parcent. gain in jabs (See Table 14). Establishments based in 
other statm of the north central region s1:lowed a 20 percent increase in 
employment "4lil.e:brandles of firms based outside the north central reg-ion 
grew by on1y 10 percent. Errployment anon:] co:rporate headquarters in the 
state did not show any significant charge .• 

Corrt:ributian to job creation by type of finn 
and location of headquarters 

Minnesota-based firms acc.amted for 82 percent of all job gains 
between 1976 an::11984, an::1 incurred 78 percent of all job losses (Table 
15). In contrast, establishments owned by wt-of-state firms acx:nmted for 
18 percent of all job gains an::1 22 percent of the job losses. '!he 
distribution of job gains amorg irrlepenient firms and co1:p0rate branches 
was similar to their share of employment. 

Ir.depenient, sin;Jle-locatiai. establishments ca1tributed 62 percent of 
net new jobs in the state between 1976 and 1984, higher than their 51 
percent share of total 8.lll)loyment (see Table 15) • Corporate headquarters 
and their branches in the state raised the contribution of Minnesota-based 
firms to 89 percent of all net new jabs. Branches of cut-of-state firms 
provided 17 percent of total elll)loyment, wt they created only 11 percent 
of net new jobs. OVer half of this contribution to net new jobs came fran 
businesses based in other states of the north central region. Firms based 
rut.side the north central region provided 11 percent of all jobs in the 
state, wt they contributed less than five percent of the net increase in 
jabs. 

Headquarters of multi-establishment firms provided nearly a,e-fifth of 
total jobs, wt co;rporate headquarters alone we.re not.significant sources 
of net new jobs. On the other hand, smaller enterprises affiliated with 
Minnesota-based canplex firms, such as branches and subsidiaries, created 
27 percent of net re.,, jobs, twice their share of total jobs. 

r 
In Wisconsin, the relative impo~ of in:iepen::lent firms and 

corporate branches in job creation switched between two time periods: 

(1) Between 1969 and 1976, branch establishments showed 
exceptiooal performance at jab creation, overshadowin;J 
perf~ by in:iepen::lent finn.s, and 

(2) Between 1977 and 1981, openings by new branches fell, 
and in:iepen::lent firms daninated jab creation, particularly 
very small, entrepreneurial firms with fewer than 20 
employees (Wisconsin, 1984, p. 264). 

Also, Wisconsin-based firms a.rt:performed branches of cut-of-state firms in 
generating jobs durin;J the 1977-1979 growth period, as well as keepin;J jabs 
durin;J the 1979-1981 short recessionary period. 

In Minnesota, the canbined contribution of in:iepen::lent firms and 
branches of co1:p0rations to net new jobs reached 89 percent between 1976 
and 1984. Branchirg by oorporatians based in the state was already 
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Table 15. Share of Jab Gains and losses by Minnesota-Based 
Finns am Branches of out-of-state Finns, 1976-1984. 

'Iype of Fim Share of Share of Share of 
Total Jabs Jab Gains Jab losses 

1984 1976-84 1976-84 

- percent -
Minnesota-Based Finns 82.6 81.9 78.2 

Imepements 50.7 50.9 45.7 
Coi:porate Headquarters 18.4. 14.2 20.9 
Branches 13.5 16.8 11.6 

-, 

Branches of Finns with 
out-of-state Headquarters 17.4 18.1 21.8 

North Oentral Regicn 6.8 6.9 7.4 
other states 10.6 11.2 14.4 

Total 100.0 100.0 100.0 

Sooroe: Scx::ial and Scientific Systems, Inc. , "Tabulatiat of tSEEH far 
1976 aJd 1984," urder QJntract with U.S. small Business 
Adm.inistratim, 1986, Bethesda, Marylard. 

Share of Net 
New Jabs 
1976-84 

89.2 

61.7 
0.4 

27.1 

10.8 

5.9 
4.9 

100.0 



creatirq significant. numbers of jabs, with a growth rate in erployment 
higher than those. •of Airrlependent firms. 'Ibis trend amests that econanic 
con:litians are ccn:hlcive to the growth of corporate branches. 

~ of job gains and losses for various type firms 
arx:l locatiai. of~ 

In Table 16, job gains and losses between 1976 and 1984 are each 
divided into three categories. Job gains are broken down by births, 
expansions and in-migration of establishments. Job losses are shown by 
dissolutions, contractions and out-migration. 

Jobs created by births or start-ups of establishments provided 53 
percent of all jab gains. New business formation by irrlependent, 
sirqle-location firms acx:x,unted for two-thirds of these startup jabs; the 
other third was contrib.J:ted by corporations that set up nEM branches and 
subsidiaries. Additional jobs fran expansion of existing firms canprised 
29 percent of all job gains. In::lepen:1ent firms and corporations each 
provided alxut half of these jobs. 

Firms based outside Minnesota contrib.J:ted 18 percent of all new jobs, 
with 13 percent created by businesses movirq into the state. Only five 
percent of all new jobs -were due to expansion by firms based outside the 
state. 

Share of job losses by type of firm 

Dissolutions of inieperrlent, sirqle-locatian firms caused one-third of 
all job losses in the state. 'Ibis share of losses by inieperrlent firms was 
roughly equal to their share of job gains fran na, business formations. 
Births and expansi~ of branches owned by Minnesota-based corporations 
accounted for 31 percent of job gains, while dissolution and contraction of 
these businesses produced 33 percent of jab losses in the state. In most 
cases, these losses can be attrib.J:ted to closirq branches or other parts of 
the firm rather than dissolution of the entire corporation. 

Contraction by Minnesota-based corporations accounted for 15 percent 
of all job losses, which was higher than the 12 percent share of job losses 
by inieperrlent firms in the same situation. On the other han::l, 
i.rrlepe:rx:1en posted substantially laz:ger losses fran dissolutiais, carpared 
to those by corporatiais. 'Ihese are indications that inieperrlent firms 
tern to be smaller and have narrower margins between contractirq and goirq 
out of business al together. 

Migratiat of establishments 

a.isiness firms based outside Minnesota cantrib.J:ted 11 percent of net 
job gains in the state. 'Ihese firms accounted for 22 percent of job 
losses, higher than their 18 percent share of new jobs. Closirq 
establishments in the state contrib.J:ted 19 percent of total job losses, 
while business contraction caused another three percent of the losses. 
Openirq new establishments in the state created 13 percent of all new jabs, 
and expansion of existing businesses another five percent. 

llle odds of losirq jobs due to witl'rlrawal of the business rather than 

37 



w 
()'.) 

Table 16. Cnip:lnents of Jd:> Gains and losses, 
Minnesota, 1976-1984. 

Jct> Gains 

Cnip:lnents 
of Gains 

Percent 
of Gains 

Births or startui:s 
- Indaepements 35.0% 
- MN-based corp 17.51 

Total 52.51 

Expansioos by Existirg Fi.J:ms 
- Indaepements 15.91 
- MN-based corp 13.41 

Total 29.31 

Total Jobs 
-Irdependents 50.9% 
- MN-based corp 30.9% 

In-Migraticn 
- start-ups 13.31 
- Expansions 4.81 

Total 18.11 

'IOTAL ~ 100\ 

Dissolutions 

Percent 
of Imses 

- Independents 33.91 
- MN-based corp 17.61 

Total 51.5 

o:ntractials by Existirg Fi.J:ms 
- Independents 11.91 
- MN-based corp 15.01 

Total 26.91 

Total Jabs 
- Independents 45.81 
- MN-based corp 32.61 

out-Migraticn 
- Deaths 18.6 
- 0Jntracti.als 3.21 

Total 21.8 

rorAL I.OOSES loot 

samc:E: Social and Scientific Systems, Inc., "Tabilaticn of 
USEF.M Data for 1976 and 1984," under Cbltract with 
U .s. Small Business Administrati,m, 1986, Bethesda, MD. 



contraction were 6 to 1 for finns based cutside Minnesota, double the odds 
for in:lependent finns in the state. Fu:rth.e:noore, corporations based in 
Minnesota had an equal ratio of losses fran contraction an:i dissolution. 

Table 17 canpares job gains an:i losses fran migration of finns based 
in Minnesota, the north central region and other states. Finns based 
ootside the north central region had abcut twice the share of jab gains arrl 
losses compared to firms based in other states within the region. 'Ihe 
ratio of jcb losses due to dissolution relative to losses fran contraction 
was seven to one for finns based a.rt.side the regicn. '!his ratio was four 
to one for finns based within the regioo ani two to ane for finns based in 
Minnesota. In other words, 100re jd:)S and businesses in the state were 
dissolved rather than furlc::u;hed by parent finns, as these parent finns 
were located further away fran Minnesota. 'Ihese trems reduce the 
importance of out-of-state finns to job creatioo· in th& state. Public 
policy should cx::n::entra.te at Minnesota-based finns, particularly expansion 
by Minnesota-based corporations. Similar finilrgs in Wisconsin advocate a 
business "retention-expansion" program for Wisconsin-based finns. 

Char:qes in the number of finns by type of ownership 
and location of headquarters 

Table 18 canpares the rrumber of in:lependent finns to those affiliated 
in sane way with a ·larger parent canpany. Four out of five businesses in 
Minnesota are imeperrlently owned an:l situated in one business location. 
only four percent,. or one establishment in 25, is owned by corporatioos 
located outside the state. 

Forty thoosam in:lependent finns -were fonned in the state between 1976 
am 1984. '!his represents 59 percent of all in:lependent businesses in 
1984. Two-thirds of businesses owned by corporations outside the north 
central region are also fairly recent. More than half of all hlsinesses 
awned by corporations based in Minnesota an:i the north central region 
started after 1976. 

Components of change for finns existin:J in 1976 

over half the establishments operatin;J in 1976 went out of business by 
1984 (Table 19). Establishments owned by co:rporatians outside the north 
central region had the highest death rate at 67 percent, followed at 63 
percent for establishments owned by finns located in other states within 
the regioo. Abolt half the Minnesota-based establishments existin:J in 1976 
had ceased operations by 1984. 

~ia,. of businesses was the second highest category of job d'large 
for establishments. One-foorth of corporate brardles e:xpanded, compared to 
one-fifth for indeperrlents an:i one-si>cth for establishments awned by finns 
based in other states. Contractions were not as prevalent, rargirg fran 16 
percent of businesses owned by Minnesota-based corporations to 10 percent 
for :b.lsinesses based in other states. 'Ihe overall volatility in number arxl 
s~zes of establishments is in:licated by the small proportion of 
establishments with constant employment. 
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Table 17. Jab Gains and Lasses due to Migratioo 
of Fil:ms, Minnesota, 1976-1984. 

Share of 
Number Total 

Share of 
Number Total 

Jab Gains of jobs Jab Gains Jab losses of jobs Jab Lasses 

In-Migratioos 135,448 18.ll out-MigratialS -108,663 21.8% 

North Central 51,319 6.9% North Central -36,768 7.4% 

- start--upg 40,144 5.41 - Dissolutials -29,796 6.0% 
- Expansioos 11,175 1.51 - 0:ntractialS • -6,972 1.41 

other U.S. 84,129 11.21 other U.S. -71,895 14.41 

- start-ups 59,179 7.9% - Dissolutials -62,858 12.61 
- Expansions 24,950 3.3% - 0:ntractialS -9,037 1.8% 

SOORCE: Social an:i Scientific Systems, Inc., "Tabulatial of USEEM for 
1976 an:i 1984," under Q:ntract with U.S. SleJ1 Business 
Administratial, 1986, Bethesda, Haeyland. 
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Table 18. Number of Firms by Location of Headquarters, 
Minnesota, 1976-1984. 

COMPLEX 
INDEPENDENT Location of Headquarters 

-------~----------------Minnesota North Rest of 
Central U.S. 

1976 
Number of Firms 59,268 9,594 1,584 1,802 
Percent Total 82.0% 13.3% 2.2% 2.5% 

1984 
Number of Firms 68,238 10,802 1,553 1,756 
Percent Total 82.9% 13.1% 1.9% 2.1% 

1976-1984 
Net Change 8,970 1,208 -31 -46 
Percent Growth 15.1% 12.6% -2.0% -2.6% 

New Firms Since 1976 40,182 5,835 970 1,166 
Percent 1984 Firms 58.9% 54.0% 62.5% 66.4% 

TOTAL 

72,248 
100.0% 

82,349 
100.0% 

10,101 
14.0% 

48,153 
58.5% 

SOURCE: Social and Scientific Systems, Inc., "Tabulation of USEEM Data 
for 1976 and 1984, 11 under Contract with U.S. Small Business 
Administration, 1986, Bethesda, Maryland. 
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1able 19. Oiarge caipanents far Number of Fitms 
in Erlstenoe Since 1976, Minnesota, 1976-1984. 

Headquarters 
in Minnesota 

Headquarters 
outside Minnesota 

Type of Oiarge Irdependent Qnporate North other 

Exparded 
Ceased 
Cmtracted 
Omstant 

'lOrAL 

19.st 
52.71 
13.31 
14.st ....., 

100.01 

24.11 
48.JI 
16.31 
ll.31 

100.01 

Central U.S • 

16.71 16.ot 
63.21 67.31 
9.71 9.61 

10.41 7.11 

100.01 100.01 

'lorAL 

19.91 
52.71 
13.61 
13.81 

100.0I 

sama:: Social and Scl.ent.ific Systems, Inc., "Tabulation of USEEH 
Data far 1976 and 1984," urrler 0Jntract with U.S. small 
Business Administration, 1986, Bethesda,. Mm:ylan:l. • • 
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~ Table 1. Irrlust.rial Groopin;s, Minnesota Job GrcMth Analysis. 

Industty 
Groop 

Primary Resources 

Metal minirg 

COnstructicn 

Reso.rrce-Intensive 

capital-Intensive 

Labor-Intensive 

Technology-Intensive 

Distributive Sel:vices 

SIC Code am Title 

01 :Agricultural Proouctioo- Creps 
02 :Agricultural Proouctioo- Livestock 
07 :Agricultural Services 
08 Foresb:y 
09 Fishin;J, lhmtirg, Trap 
12 Bituminous Coal am Lignite 
13 Oil an:i Gas Extraction 
14 Nonmetallic Minerals 

10 Metal Mining 

15 General Bldg Contractors 
16 Heavy Const Contractors 
17 Special Trade Contractors 

20 Food am Kindred Products 
24 I.umber am Wood Products 
26 Paper arrl Allied Products 
29 Petroleum an:l Coal Products 
31 leather arrl leather Products 
32 stone, Clay am Glass Products 

22 Textile Mill Products 
27 Printirg arrl Publishin;J 
30 Rubber an:l Misc Plastics 
33 Primary Metal Irrlust.ries 
34 Fabricated Metal Products 
37 Transportation F.quipnent 

23 Apparel arrl other Textile 
25 Fumi:tures arrl Fixtures 
39 Miscellanea.is Manufacturirg 

28 Cllemicals an:i Allied Products 
35 Machineey except Electrical 
36 Electric arrl Electralic F.quipnent 
38 Instruments arrl Related Products 

40 Railroad Transportation 
41 I..ocal arxi Interurban Pa.sserqer 
42 Truckin:J arrl Warehcosirg 
44 Water Transportation 
45 Transportation by Air 
46 Pipelines exc Natural Gas 
47 Transportatioo Se?:vices 
48 Ccmm.ntlcation 
49 Electric, Gas, Sanitary Services 
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Apperx:lix Table 1 (contd). Irdustrial Groopi.n'.Js, Minnesota Job GrcMth 
Analysis. 

Irrlustry 
Groop 

Wholesale Trade 

Retail Trade 

Consumer services 

P.rcxiucer services 

Health services 

Noo-Profit Organizations 

SIC Code am Title 

50 Wholesale Trade-Durablle Goods 
51 Wholesale Trade-Naoourable Goods 

52 Bldg Mater~ am Garden Shops 
53 General Med'lan:lise stores 
54 Food stores 
55 Autaootive Dealers am Services 
56 A);:pare1 and Accesory stores 
57 Furniture and Hane~ 
59 Miscel.lanecus Retail 

58 Fatin;J and Drinkirg Places 
70 Hotels am other I.odgirg Places 
72 Personal services 
75 Auto Repair, Services and Garages 
76 Miscel.lanecus Repair Bavices 
78 l-kJtioo Pictures 
79 An1lsement am Recreaticn Services 
88 Private Halse.hold services 

60 Bankirg 
61 Credit .h1en::ies 
62 Security, Ccmoodity Brokers 
63 Insurance carriers 
64 Insurance .h1ents, Brokers and Services 
65 Real Estate 
66 canbined Real Estate, Insurance 
67 Holdirg arxi other Invesbnent Companies 
73 Business Services 
81 Legal Services 
86 Membership Organizations 
89 Miscel.lanecus Services 

80 Health Services 

82 Fducational Services 
83 SOcial Services 
84 Musel lIDS, Botanical, Zoo Organizations 

Source: Federal Reserve Bank of Chicago, '"Ihe Great lakes Fa:Jnany, A 
Resource an:! Irrlustry Profile of the Great lakes states,'' 1985, 
Chicago, IL. 
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