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Management
Ask SCORE    
 

Small Business Survival 
 
Last week in this column, I gave an update on “small businesses” and the impact they are to our 
economy.  Many readers wanted to also find out about how these entities survive and how they are 
financed.  Again, I will rely on the Small Business Administration’s information for this article and 
specifically their office of Small Business Advocacy for these data.  I encourage interested readers to 
go to their site for more details.
 
How many businesses open and close each year?  An estimated 552,600 new employer firms opened 
for business in 2009, and 660,900 firms closed. This amounts to an annual turnover of about 10 
percent. Non employer firms have turnover rates three times as high, mostly because it is much easier 
for them to go into business and cease operations. 
.
What is the survival rate for new firms?   Seven out of 10 new employer firms survive at least 2 years, 
half at least 5 years, a third at least 10 years, and a quarter stay in business 15 years or more. Census 
data report that 69 percent of new employer establishments born to new firms in 2000 survived at least 
2 years, and 51 percent survived 5 or more years. Survival rates were similar across states and major 
industries. Bureau of Labor Statistics data on establishment age show that 49 percent of establishments 
survive 5 years or more; 34 percent survive 10 years or more; and 26 percent survive 15 years or more.  
In a future column, I will report on the impact that SCORE mentors have on these statistics.
. 
How are credit conditions for small firms?   Credit conditions are improving. In mid-2010, commercial 
banks began to ease the tight lending conditions on small businesses that had begun in early 2007. And 
credit has continued to flow, as loans under $1 million totaled $695 billion in FY 2009. Also, after 
declining over the past few years, venture capital investment dollars increased in mid-2010.
 
How are small businesses financed?   Small businesses rely heavily upon owner investment and bank 
credit, averaging about $80,000 a year for young firms. Startups rely about equally on owners’ cash 
injections into the business and bank credit; young firms receive about three-quarters of their funds 
from banks via loans, credit cards, and lines of credit. One-tenth of startups and about a third of young 
firms do not use capital injections.
 
How do regulations affect small firms?   The smallest firms (fewer than 20 employees) spend 36 
percent more per employee than larger firms to comply with federal regulations. The disparity is 
greatest in two areas: very small firms spend four and a half times as much per employee to comply 
with environmental regulations and three times more per employee on tax compliance than their largest 



counterparts.
 
If you need help with your small business, contact SCORE, mentors to America’s Small businesses.  
They provide free, confidential counseling as well as informational seminars.  
__________
Dean L. Swanson
Southeast Minnesota SCORE
c/o Rochester Area Chamber of Commerce
220 South Broadway, Suite 100
Rochester, MN 55904
*Dean is a volunteer SCORE Counselor.
__________
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