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The f i ve  papers cover a wide range of 
a c t i v i t i e s  in the small business data base 
work, and consequently I have been highly 
se lect ive in commenting on a few broad 
issues. [1] 

I t  w i l l  probably be two to three years before 
some substantive analysis for  po l icy 
questions can be made from the data base. 
This is a long time, but when we remember 
that  the small business program was started a 
few decades ago when Truman was President, i t  
doesn't seem so bad. This w i l l  be the f i r s t  
time there w i l l  be basic trend data organized 
systemat ica l ly  for  assessing the overal l  
dimensions of the re la t ionsh ip  and s e n s i t i v i t y  
of small business to the rest of the economy. 

The authors use d i f f e ren t  de f in i t i ons  of the 
cu to f f  size for  small business - e.g. f irms 
with less than 100 or 500 employees have been 
designated as "small" business. I have 
simply adopted whatever de f in i t i ons  were used 
in commenting on the indiv idual  papers. 
However, a new s t a t i s t i c a l  standard for  
business size data which I w i l l  b r i e f l y  note 
at the end takes a neutral posi t ion on small 
business de f i n i t i ons .  

Bruce Kirchhoff  and David Hirschberg discuss 
the Small Business Admin is t ra t ion 's  overal l  
plan for  the data base. Their focus is on 
developing a micro data base, i .e .  a 
longi tud inal  data f i l e  that fol lows the 
progress of the same group of f irms over 
time. I agree that being able to observe 
gross changes in company fortunes ranging 
from growing to larger businesses to going 
into bankruptcy gives much better ins ight  
into workings of the real world than 
conventional data which summarize the net end 
resu l t  of these dynamic changes into the 
shares of business accounted for  by f irms of 
various size. The conventional end resu l t  
data are important, but they do not have the 
analy t ic  power of the longi tudinal  
information. 

The paper raises the anomaly appearing in 
ex is t ing data that the small business sector 
accounts for  a decl in ing share of overal l  
business a c t i v i t y  and yet generates a high 
proport ion of to ta l  employment growth. While 
i t  can be conjectured that th is  may re f l ec t  
something real such as sh i f t s  of small 
business to more labor intensive indust r ies ,  
I th ink i t  is equal ly l i k e l y  that  i t  is 
caused by quirks in the data. For example, 
data on business fa i lu res  are suspect, and 
bet ter  information on firms going out of 
business could also resu l t  in the anomaly's 
being a s t a t i s t i c a l  i l l u s i on .  Thus, although 

new or rap id ly  growing small f irms have 
spurts of h i r ing  new people, they also are 
less f i n a n c i a l l y  capable of withstanding 
economic hard times, and i f  bet ter  data on 
business fa i lu res  were avai lable,  part of the 
i n i t i a l  increase in employment might be shown 
to be shor t - l i ved .  

Catherine Armington and Marjor ie Odle 
describe the actual work in developing the 
micro business data f i l e .  This is done using 
the Dun and Bradstreet business l i s t s  because 
of the c o n f i d e n t i a l i t y  of name and address 
l i s t s  used in Government data co l lec t ion  
programs. I t  is complex work involved with 
t rac ing the parent f i rm ownership of branches 
and subsidiar ies and in accounting for  
substant ia l  di f ferences in employment between 
the establishment f i l e  of 65 m i l l i on  and the 
enterpr ise f i l e  of 80 m i l l i on .  I t  is the 
core of the longi tud ina l  data f i l e  and is an 
impressive e f f o r t  in processing masses of 
diverse records into a consistent framework. 
The f i l e  so far  has been developed for  1977, 
and i t  is expected th is  experience w i l l  
make the f i l e  development for  la te r  years 
much easier. 

I have a question on checking the overal l  
coverage of the Dun and Bradstreet l i s t s .  I t  
would be useful to have s t a t i s t i c a l  
comparisons of these f i l e s  with the Internal  
Revenue Service and Bureau of the Census 
business size information. At a minimum i t  
would give the user some overal l  guide to 
gaps and divergencies from more complete 
l i s t s ,  and i t  also might provide the 
capab i l i t y  for  rev is ing the f i l e .  

Joel Popkin developed an annual time series 
on the proport ion of the gross national 
product (GNP) accounted for  by business firms 
with up to 500 employees. This is consistent 
with the GNP by industry series of the 
Department of Commerce and is the f i r s t  time 
such information is avai lable.  The data 
development required a considerable amount of 
piecing together diverse s t a t i s t i c s  from the 
Internal  Revenue Service (IRS) and Census 
Bureau. I t  is a thoughtful  work of 
est imating for  missing and inconsistent  data. 
The time series runs from 1955 to 1976, but 
the most re l i ab le  information is for  the 
economic census years of 1958, 1963, and 
1972; estimates for  1977 w i l l  also be done. 
The 1967 census year was not included because 
a key data item on receipts per company from 
the IRS S ta t i s t i c s  of Income was not 
avai lable in that year. 

The estimated long-term trend of the small 
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business proportion of the GNP declined from 
51-52 percent in 1958 and 1963 to 49-48 
percent in 1972 and 1976. Depending on the 
reference points used, the decline ranges 
from two to four percentage points. However, 
because of the problems with the data, I 
would not cite this as evidence of a decline. 
I think there is enough margin of error to 
infer that the proportion has been stable at 
one-half of the GNP. This is a contribution 
- we now know essentially what i t  is, and 
that i t  is not one-third or three-fourths of 
the GNP. In terms of additional insights, i f  
more detailed industry data are now available 
beyond the nine broad industry categories 
that were published, i t  would be interesting 
to see what industry mix shifts between small 
and larger businesses have occurred within 
each of the broad categories. 

Vito Natrella pointed up the confidentiality 
restrictions limiting the use of Government 
data for the micro data f i l e .  This is the 
reason the Small Business Administration has 
relied so heavily on the Dun and Bradstreet 
f i les.  Various proposals have been made that 
would amend existing legislation to give 
selected agencies access to data with strong 
safeguards against leaks of individual 
company data. This would be an advance by 
having more consistent data among agencies as 
well as reducing reporting burden. However, 
i t  also involves a broader public policy 
issue which is the perception that regardless 
of the safeguards there is the potential for 
misuse. This issue wil l  have to be explained 
satisfactori ly to the Administration and 
Congress in order to get new legislation. 

Bruce Phillips analyzed possible causes of 
shifts in employment and business activi ty 
associated with small business. He made 
imaginative use of existing data, and drew 
tentative interpretations on the role of 
mergers and taxes. Because of severe data 
limitations, such as reliance on 
cross-sectional data in the absence of time 
series and problems noted earlier with 
business failure data, i t  would be premature 
to use the analyses for policy formulations. 

Despite the problems with the data, thiswork 
is suggestive of future types of analyses, 
including the use of supplementary 
information. One variable that would be 
interesting is the avai labi l i ty of bank 
credit to small business, which is the 

subject of a new study by the Federal banking 
agencies. Thus, I think there wil l  be 
long-run benefits in starting the analytic 
work now by focusing the data base 
development on problem areas and giving a 
head start to policy analyses when an 
adequate time series of the micro data f i l e  
is available. 

I wi l l  end with one other aspect of the data 
base development. This is the formulation of 
comparable business size categories by number 
of employees, sales or assets for Federal 
agencies to follow in tabulating business 
size data. A new Government-wide standard 
for tabulating stat ist ical data on business 
size was developed as part of the work of the 
interagency committees on small business 
statist ics. The standard does not designate 
size categories as "small," "medium" or 
"large," but rather provides the basis for 
uniform tabulations by all agencies and 
allows the data user to decide which 
designations are appropriate. I t  also has the 
property of reducing distortions in the size 
distribution of firms due to inflation, which 
arise from the fact that when firm size is 
measured by the dollar value of sales or 
assets, an upward shift from one size 
category to the next occurs simply because 
inflation raises the values of sales and 
assets. Use of an approximately logarithmic 
scale in which the successive size class 
intervals increase by an approximately 
constant factor reduces the tendency for 
inflation of dollar values to alter 
distribution shapes. Of course, this problem 
does not exist when firm size is measured by 
number of employees. The standard was 
developed by Jerry Coffey of the Office of 
Management and Budget*, and is expected to be  
included with other Government standards for 
stat ist ical data. 

NOTES AND REFERENCES 

* Norman Frumkin and Jerry Coffey were with 
the Department of Commerce when .these 
comments were given. 

[1] The f i f th  paper, by Joel Popkin, entitled 
"Measuring Gross Product Originating in Small 
Business: Methodology and Annual Estimates, 
1955-1976" (No, PBSI 211799) is available from 
the National Technical Information Service, Sales 
Desk, 5285 Port Royal Road, Springfield, VA22161 
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