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This paper explores the success and failure factors for Hispanic businesses, and extends the literature 
through an analysis of a Texas Hispanic Chamber of Commerce database. Literature suggests that 
tailored training provided by organizations such as these will reduce failure rates. Thus, the study 
focused on identifying characteristics of firms that maintained or joined a chamber of commerce. 
Employing a database of 687 chamber members, cluster analysis provided an initial profile of companies 
who renew membership, and those who drop it. The paper concludes with recommendations for future 
research.  
 
INTRODUCTION 
 

Over the past decade, the Hispanic population in the United States has increased from about 12.5% to 
more than 16.5% of the population (U.S. Census Bureau, 2010). Along with the rise in population, the 
number of Hispanic businesses has also increased. From 2002 to 2007 the number of businesses increased 
43.7 percent, to a total of 2.3 million establishments and $350 billion in revenue (U.S. Census Bureau, 
2007). By 2015, however, this number is estimated to have climbed to 4.07 million establishments with 
$661 billion in revenue, a 57 percent increase from 2007 (Geoscape, 2015).  Hispanics are also more 
likely to start a business and to be self-employed with 9.1% of this group employed as entrepreneurs 
while only 7.8% of the general U.S. population is self-employed (Geoscape, 2013). Despite the latest 
economic recession, Hispanics still maintain a higher percentage of self-employment than other groups of 
entrepreneurs. It is also suggested by Pisani (2014), that many of these Hispanic firms are necessity 
driven as opposed to opportunity driven, which means that Hispanic entrepreneurs start their businesses 
due to lack of employment opportunities. 

As important as this group is and as entrepreneurial as it might be, many studies have recognized that 
these and other minority businesses still lag in many economic factors. According to the latest research, 
minorities are more likely to start small businesses, but are not likely to be as successful as other, non-
Hispanic, businesses (Canedo, Stone, Black, & Lukaszewski, 2014). In general, the whole entrepreneurial 
process is more difficult for minorities (Bates, Jackson, & Johnson, 2007). To determine potential 
strategies to help these businesses succeed, it is important to understand their needs and the challenges 
they face (Bureau of Business Research, 2012).  

In the state of Texas, Hispanic businesses represent 20.7 percent of all businesses, a 40.2 percent 
increase from 2002 to 2007, which translates into 447,589 businesses (Bureau of Business Research, 
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2012). According to the 2007 Survey of Business Owners, Texas has the third highest percentage of 
Hispanic businesses in the U.S. with $62.1 billion in receipts (U.S. Census Bureau, 2007). Even after the 
large increase of Hispanic businesses, the 2007 SBO data still showed that these businesses lagged in all 
economic indicators when compared to non-Hispanic businesses. Measurable performance values such as 
average gross receipts, payroll size and employment size were one-fourth to one-half the size of their non-
Hispanic counterparts (Bureau of Business Research, 2012). In addition, this research revealed that most 
businesses remain small even after operating for many years; scalability seems to be a prominent problem 
among these firms (Bureau of Business Research, 2012). Some of the challenges that Hispanic 
entrepreneurs face include a lack of business education and managerial experience, as well as access to 
credit (Canedo, Stone, Black, & Lukaszewski, 2014). As FoxNews (2012) reported, larger banks tend to 
require more than two years’ proof of financial information to grant loans to entrepreneurs, and this is 
usually difficult for immigrants to provide. Similarly, the Texas study revealed that management/ 
leadership, sales, and communication are the top training needs for them (Bureau of Business Research, 
2012). As the Geoscape (2015) report concludes, entrepreneurs are enthusiastic to start their business, but 
they struggle to get them off the ground and they also struggle to have procedures in place for cash 
management and overall financial planning. This also points to the lack of education and lack of credit 
opportunities cited earlier.   

In the El Paso region, the pattern of Hispanic business reflects that of its population. Currently, 60 
percent of businesses are owned primarily by Hispanics in El Paso County (U.S. Census Bureau, 2007). 
This region or Borderplex, as it is often called, encompasses parts of two countries and three states, and is 
one of the largest regions that boast a high percentage of Hispanics. Hispanic businesses are increasingly 
becoming the backbone of the economy of the U.S. Thus, understanding the factors that relate to Hispanic 
business success is of great interest for the health and well-being of the economy, especially on the U.S.-
Mexico Border where the rate of entrepreneurial activities tends to be higher than in the U.S. interior 
(Mora & Dávila, 2006).  

Survival of businesses in general is difficult. According to the Small Business Administration (2012), 
about half of all businesses survive the first five years or more, and about one third of businesses survive 
beyond 10 years. For Hispanics it is even more difficult to survive. A study conducted by Dávila and 
Mora (2014) hones in on the high minority shut down rates and revealed that from 2002-2007 Hispanic-
male owned businesses failed at a 40% rate and Hispanic female-owned businesses failed at a 45% rate as 
shown in figure 1 below.  

 
FIGURE 1 

SHUT-DOWN RATES OF NEWLY ESTABLISHED FIRMS IN 2007  
BY GENDER AND RACE/ETHNICITY 

 

 
Source: Dávila and Mora. Authors’ estimates using the public-use microdata sample of the 2007 Survey of Business Owners. Notes: 
Newly established firms are those that opened in 2007. “Whites” refer to non-Hispanic whites. Firms ceasing operations that had initially 
opened for a one-time event or because the owner passed away are excluded. 
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Georgarakos and Tasiramos (2008) also found in their studies a lower level of survival in 
entrepreneurship for foreign-born Mexicans and other Hispanics compared to non-Hispanic whites. In 
addition, they observe that among all minority groups African Americans are the only group of U.S. born 
individuals with a higher percentage of exits from entrepreneurship (Georgarakos & Tasiramos, 2008). 

It is thought that education programs and networking provided by a Chamber of Commerce for 
entrepreneurs may diminish the high failure rates through tailored trainings by helping them understand 
how to modify business models that deal with growth, as well as how to achieve access to capital for 
expansion. With Hispanic business becoming a larger part of a healthy economy, this research 
investigates the failure and success rates as outcomes of various programs, which chambers and other 
organizations offer to these businesses. This exploratory study examines characteristics of Chamber of 
Commerce members and compares them to businesses that let membership lapse, in an effort to discover 
possible reasons for this behavior and their possible failures due to lack of programs and resources. 
 
HISPANIC BUSINESS NEEDS AND CHARACTERISTICS  
 

Although research on Hispanic businesses is still at an early stage of development, previous research 
from the economic theoretical frameworks and from the behavioral sciences can shed light on Hispanic 
business performance and needs. Research in these areas can help determine economic and sociological 
factors that affect the start and growth of Hispanic enterprises.  

Some of the latest research on Hispanic businesses has come from the Bureau of Business Research at 
the University of Texas at Austin.  In 2011, the University conducted a study on Texas Hispanic-Owned 
Businesses with Paid Employees (2012). The UT Austin study cited many reasons for Hispanic 
businesses lagging behind other entrepreneurial businesses, including lower levels of education, smaller 
business networks, and a lower percentage of parents with a history of business experience (Bureau of 
Business Research, 2012). Additionally, the study cited management and leadership, relationship 
building, and communication skills as major training needs for the Hispanic business community. Less 
access to decision makers on government contracting opportunities, unfairly being excluded from 
participating in government contracts, and unfairly being excluded from participating in private sector 
opportunities, were cited as common reasons for lagging behind (Bureau of Business Research, 2012). 
Dávila and Mora (2013) also add that lack of access to credit and a lack of technology use affect these 
businesses greatly. Wang and Li (2007) also examine several metropolitan areas in the U.S. South, and 
show that the opportunities and challenges provided by each of these areas vary through the economic 
structure available in the area, the history of immigration, and the ethnic diversity. This means that the 
success of a Hispanic owned business varies significantly based on the resources available in the 
communities where they exist, whether they are institutional, political, social, or cultural (Wang & Li, 
2007). Markman and Baron (2003), however, suggest that success really depends on the personal 
characteristics of the entrepreneur, and that a closer match between their skills, knowledge, values, and 
personality, the more satisfied and successful they can become. 
 
Sample Characteristics 

The majority of the data collected for this study were provided by the Hispanic Chamber of 
Commerce1 for a large southwest Texas community. The original data set contained 1,000 records. 
However, this included multiple entries for some businesses based on the number of locations in the 
region. After eliminating duplicate records based on location, 687 unique observations remained. At this 
point, the database consisted of 75 fields, with partial data on each company in the sample. Observations 
for 165 businesses contained data in about 80% of the fields. For the remaining 522 businesses only about 
40% of the fields were complete. To fill in missing data the following procedures were implemented:  

1. Browsed businesses’ physical files.  
2. Used Excel spreadsheets provided by Chamber staff. 
3. Searched online for available information for each business. 
4. Collected data via email survey, and 
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5. Called businesses individually to complete remaining empty fields. 
 

Four categories make up the membership of the Chamber data set: New Active, New Not Active, 
Renewal Active, and Renewal Not Active. The general objective of the study is to determine the 
characteristics of the businesses that compose each of the membership categories in an effort to determine 
differences between active and lapsed membership groups. Assuming that entrepreneurs drop 
membership because of a lack of felt benefit for the cost involved, it was hoped that deficiencies in 
desired services could be identified and remedied. The following are the descriptions for each 
membership category: 

New Active: Businesses that have become active within the past year. 
New Not Active: Businesses that have not renewed their membership after their first year or have  

not paid their dues and therefore were not renewed. 
Renewal Active: Businesses that are renewing each year and are current members of the  

Chamber. 
Renewal Not Active: Businesses that had been with the Chamber longer than a year, but did not  

renew this year. 
 
Data Analysis and Results 

Once the data set was as complete as possible given the previously stated process, we began to 
analyze the data using the two step cluster option in SPSS. Based on the four categories described above, 
businesses were cluster based on various characteristics including; number of years as a member, 
industry, size, ownership type (public, private), owner gender/age, legal structure, and membership type. 
The two step cluster process requires complete data in each field, so the actual sample size for each 
analysis varies based on the degree of complete data in each variable selected for analysis. 
 
Analysis 1 

The first set of variables tested included all of the variables mentioned above. The two-step cluster 
test yielded two clusters. The number of records included on each cluster were 20 (47.6%) and 22 
(52.4%) for a total of 44. Figure 2 shows all of the variables entered and the two clusters it yielded. The 
top four variables are the most important in determining cluster membership. “Status (1-4)”, which is the 
membership category stated previously, “new date”, which is the number of years as a member of the 
Chamber, “business type”, which is the industry, and gender, were the four strongest variables. The last 
four variables, size of business, ownership type, legal structure, and membership type (based on cost) 
added little to determining cluster membership. The top four variables mentioned above are the strongest 
with over 80% of the influence on determining clusters. 
 

FIGURE 2 
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Figure 3 below presents a deeper look into each of the variables and begins to reveal a profile of 
membership status based on the most influential variables. Cluster one, on the left, containing New 
Active, Renewal Active and Renewal Not Active members. Cluster two, on the right, contains mostly 
Renewal Active and only two Renewal Not Active members. The lower two panels also support cluster 
one showing the high number of new members on the left with no first year members in cluster two.  
 

FIGURE 3 
MEMBERSHIP STATUS AND START DATE 

 

 

 

 
Figure 4 below shows that cluster one is made up of mostly construction/development, financial, and 

general services industries, while cluster two has almost the opposite composition with mostly retail, 
restaurant/food, and services.  
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FIGURE 4 
BUSINESS TYPE 

 

 

 
 
 

Figure 5 below shows that cluster one is predominantly male while cluster two is mostly female.  
 

FIGURE 5 
GENDER DISTRIBUTION 

 

 

This set of clusters show a profile of cluster two with renewing members to be composed of primarily 
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profile for cluster one is dominated by male owners that are primarily Newly Active or Renewal Not 
Active, which means they are newer to the Chamber. This is the group that may require the greatest 
attention to determine what might encourage them to remain as a member of the organization. Perhaps 
they do not see that their success depends on getting help or attending programs provided by the 
organization.  
 
Analysis 2 

With gender emerging as a significant discriminator of membership status, additional analyses were 
run to determine a more accurate profile of female owned businesses. The second analysis yielded two 
clusters with gender as the strongest predictor of cluster membership, followed by “business type”, which 
is the industry, size, type of ownership, and “status (1-4)”, which is the membership category explained 
earlier. 

Figure 6 below shows that two other variables had relatively minor influence on membership status. 
 

FIGURE 6 
CLUSTER PREDICTORS 

 

 

 
Figure 7 below shows the clear gender difference between the two clusters with most males 

dominating cluster one and only females dominating in cluster two. 
 

FIGURE 7 
GENDER DISTRIBUTION 
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Figure 8 shows the male dominated cluster one as slightly larger businesses than the female 
dominated cluster two. Company size here is defined somewhat differently from the standard employed 
by the Small Business Administration. Since most of the chamber’s members are actually small according 
to the SBA definition, it would not help them to define all of their members with that metric. In this data 
set, small is less than 10 employees, medium is less than 100 employees, and large is 100 or more 
employees. 
 

FIGURE 8 
COMPANY SIZE 

 

 

 
Figure 9 below shows a similar pattern of membership to the first analysis with cluster two primarily 

renewals while cluster one has both new and renewals. Again, female-owned businesses are smaller, but 
they are renewing membership at a higher rate than the male-owned larger businesses. 
 

FIGURE 9 
MEMBERSHIP STATUS 
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In this analysis three clusters emerged. Clusters one and two were almost entirely small businesses 
while cluster three had a majority of medium sized businesses.  These results are presented in Figure 10. 

 
FIGURE 10 

COMPANY SIZE 
 

 

 
Figure 11 below shows the difference between cluster one and two with respect to the tenure of the 

business with the Chamber. Cluster one is primarily newer, though not first year, members. Cluster two 
consists of members in the third to eighth year of tenure, while cluster three is longer term members. 

 
FIGURE 11 

MEMBERSHIP TENURE 
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Figure 12 shows the unique result that the first cluster includes only Renewal Not Active, while 
clusters two and three are Renewal Active members.  

 
FIGURE 12 

MEMBERSHIP STATUS 
 

 
 
 

This analysis shows a clear distinction between those that renew their memberships and those that do 
not. Those businesses that did not renew were small, had a very basic membership (figure not shown), 
and had not been with the Chamber for too long.   
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CONCLUSIONS AND FUTURE RESEARCH 
 

The results suggest that female-owned businesses tend to renew membership at a much higher rate 
than do male-owned businesses. If memberships are renewed because owners perceive that they gain 
something by the membership, it would be interesting to now survey these businesses to determine why 
women feel they get a greater benefit than do men. It might also be that men and women tend to enter 
different types of businesses and certain types of businesses gain more than others. This is indicated in 
analysis one Figure 4 with female owned businesses being primarily services, restaurants, and retailers 
while males owned more financial, construction, and automotive types of businesses. Business size might 
also play a role in benefits derived with medium sized businesses renewing at a higher rate, though lower 
total membership, than smaller businesses. This combined with the result that renewing businesses are 
somewhat older members than the non-renewing businesses, might suggest the need to find out if the 
Chamber is over promising new members benefits that it cannot provide. Future research can address this 
question too.  Other research might survey a broader group of both Hispanic and non-Hispanic business 
owners to identify success and failure causes and whether they vary by ethnic group. This is just the 
beginning of a stream of research intended to help Hispanic-owned businesses succeed. Finding out why 
businesses maintain or drop membership in the Chamber of Commerce may help in this process. 
 
ENDNOTE 
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