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The American economy is characterized by dynamic
change and a constant churning of workers and
businesses. Workers enter and exit the labor force and
change jobs, while new businesses are formed and less
successful ones fail. New businesses as well as existing
businesses that are expanding create jobs and introduce
innovative practices to the marketplace. The long-standing
debate about the role and impact of small versus large
businesses has expanded in recent years to consider the
contributions of younger versus older businesses. New
data from the BLS Business Employment Dynamics (BED)
program that measure employment and business survival
rates by the age of the establishment can help shed light
on the behavior and contributions of new and young
businesses compared with their older and more well-
established counterparts. These new data are tabulated at
the establishment level. An establishment is an economic
unit that produces goods or services, usually at a single
physical location, and engages in one or predominantly
one activity, whereas a firm can comprise one or more
establishments under common ownership by a corporate

parent.

Age of business establishments
In March 2009, about half of all private sector business
establishments were 10 years or older, 24 percent

were 4 to 9 years old, and 27 percent were less than 4

years old. (See chart 1.) The older establishments—
those more than 10 years old—employed 71 percent of
total private sector jobs, while establishments 4 to 10
years old accounted for 18 percent of employment, and
establishments less than 4 years old accounted for 11
percent of employment. (See chart 2.) These new data,
which show the number of establishments and employment
by age of the establishment, can be used to follow a cohort
of establishments over time. A cohort is defined in this
report as those establishments that opened during a

given year.

Survival of opening establishments

Chart 3 shows survival rates for the cohort of establishments
that opened in March 1994. The bars in the chart labeled
“Establishments” indicate what portion of all openings
in March 1994 survived to a given year. The bars in the
chart labeled “Employment” show employment of the
surviving establishments as a percent of the cohort’s initial
employment. The data in chart 3 show that 26 percent of
the establishments that opened in March 1994 were still
in business in 2009, employing 62 percent of the cohort’s

initial employment.

Age and survival matrix

Table 1 shows the number of establishments by age of
the establishment for the 1994-2009 period, and table
2 shows total private sector employment by age of the
establishment for the same period. The columns in table
1 show the distribution of establishments by the age of the

establishment for a specific year. Among the 5.5 million
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Chart 1. Percent of U.S. total private establishments, by establishment age, March 2009

Chart 2. Percent of U.S. total private employment, by establishment age, March 2009
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active establishments in March 1994, for example, 4.9
million were born before March 1993 and 550,308 were
less than a year old, having opened after March 1993
and before March 1994. In March 2009, the number of
establishments born before March 1993 was 2.3 million,
while the number of surviving establishments that opened
after March 1993 (and having an age of 15 years or less)
totaled 4.5 million. In March 2009, about two-thirds (66.4
percent) of all active establishments had opened after
March 1993. The columns in table 2 show the employment
distribution by age of establishments. In March 1994, the
establishments that had been born before March 1993
employed 87.2 million (95.5 percent) of the total 91.3
million jobs, whereas in March 2009 the establishments

that had been born before 1993 employed 57.8 million

(54.4 percent) of the total 106.2 million jobs.

The rows in table 1 show a time series of the number of
establishments for a given age. For example, the first row
shows the number of establishments that are less than a
year old—establishments that opened during the previous
year. The number of establishment openings during the
period from March 2008 to March 2009 is a record low for
both the lowest number of openings and the lowest number
of jobs gained from openings since the data series began
in March 1994. The number of establishment openings fell
from 626,845 in March 2008 to 549,377 in March 2009,
representing 77,468 fewer openings. In March 2008,
opening establishments accounted for 3.3 million jobs,
which fell to 2.8 million jobs in March 2009, a decrease

of half a million jobs. The largest number of openings
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occurred in March 2006, when 667,341 establishments
opened representing 3.6 million jobs. The largest number
of jobs attributable to openings occurred in March 1999,
when 609,569 establishments opened with 4.7 million
jobs. (See tables 1 and 2.) Since then, the number of jobs
from establishment openings has been on a downward
trend, falling sharply in the 2001 recession and then again
in 2009 during the recent economic downturn.

The diagonals in table 1 can be used to determine
the number of establishment deaths for different cohorts.
For the cohort of 550,308 establishments that opened
in March 1994, for example, 439,281 had survived for 1
year and thus 111,027 had gone out of business. After
15 years (March 2009), 143,308 establishments (26.0
percent) of the 550,308 establishments that opened
in March 1994 were still in business. The statistics on
the diagonals of table 2 show the employment levels of
surviving establishments. The 550,308 establishments
that opened in March 1994 opened with about 4.1 million
jobs. The 439,281 establishments that survived for 1
year had 4.1 million jobs in March 1995, and the 143,308
establishments that survived for 15 years had employment
of 2.6 million in March 2009, or 61.9 percent of the cohort’s
initial employment.

The trend line in chart 3 labeled “Average size of
survivors” is calculated by dividing the employment
levels in table 2 by the number of establishments in table
1. This line shows that for the cohort of establishments
that opened in March 1994, the average size of surviving
establishments is increasing over time: from 7.5
employees per establishment in 1994 to 17.8 employees

per establishment in 2009. There are at least two possible

reasons that the average size of surviving establishments
increases over time. First, the employment levels at the
surviving establishments are likely to grow from their
initial levels. Second, if smaller establishments are more
likely to die and larger establishments are more likely to
survive, the composition effect of a declining number of
smaller establishments and a growing number of larger
establishments will increase the average size of surviving
establishments.

This Issues paper was prepared by economists Carol
Leming, Akbar Sadeghi, James R. Spletzer, and David
M. Talan of the Office of Employment and Unemployment
Statistics, Bureau of Labor Statistics. The data in this
report are from the Business Employment Dynamics
(BED) program at the Bureau of Labor Statistics. The
data by age of establishment highlighted in this report are
annual (not quarterly), with a reference date of March, and
are created by comparing employment and the number
of establishments from March in the reference year to
March in the previous year. The age of establishments is
defined using the first quarter in which an establishment
reports positive employment in the Quarterly Census of
Employment and Wages (QCEW). The BED data series
starts in the second quarter of 1992, and thus the first
measurable annual (March to March) comparison is March
1993 to March 1994. For more information, contact Akbar
Sadeghi. Email: Sadeghi.akbar@bls.gov; Telephone:
(202) 691-5094. Information in this report will be made
available to sensory-impaired individuals upon request.
Voice phone: (202) 691-5200. Federal Relay Service:
1-800-877-8339. This report is in the public domain and

may be reproduced without permission.
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Table 1. U.S. total number of private sector establishments, by age

Age class

Less than 1 year old

1 year

3 years

5 years

7 years

9 years

11 years

13 years

15 years

Total

March March March March March March March
1994 1995 1996 1997 1998 1999 2000
550,308 584,184 588,326 614,966 609,584 609,569 634,276
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March
2001

630,875

500,436

367,167

287,106

231,645

5,479,925 | 5,617,757 | 5,715,939 | 5,852,927 | 5,934,641 | 6,060,228 | 6,156,483 | 6,219,600
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Table 1. Continued—U.S. total number of private sector establishments, by age

Age class March March March March March March March March
9 2002 2003 2004 2005 2006 2007 2008 2009
Less than one year old 612,069 609,378 602,667 632,510 667,341 656,107 626,845 549,377

Total 6,240,476 | 6,322,464 | 6,419,416 | 6,542,624 | 6,726,458 | 6,838,825 | 6,882,101 | 6,739,102
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Table 2. U.S. total private sector employment, by establishment age

Age class March March March March March March March March
9 1994 1995 1996 1997 1998 1999 2000 2001

Less than one

year old 4,124,589 4,356,753 4,358,117 4,631,669 4,698,777 4,702,798 4,648,531 4,279,589
1year 4,140,247 4,310,177 4,320,141 4,688,205 4,703,529 4,745,334 4,640,059

91,285,619 | 94,587,920 | 96,535,424 | 99,409,463 | 102,225,657 | 104,680,386 | 107,656,901 | 108,503,539
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Table 2. Continued—U.S. total private sector employment, by establishment age

Age class March March March March March March March March
2002 2003 2004 2005 2006 2007 2008 2009

Less than one
year old 4,163,828 3,842,243 3,595,392 3,579,940 3,567,959 3,469,671 3,287,287 2,795,992

1 year 3,977,966 3,952,078 3,769,430 3,567,784 3,625,577 3,624,413 3,359,194 2,954,637

Il i O il Il it

_—_ 2,984,942 3,172,414 3,219,552 3,317,874

Total 105,773,760 | 105,042,468 | 105,920,838 | 107,913,198 | 110,493,780 | 111,994,015 | 112,088,374 | 106,206,551




