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life. This compares with just 17.4% who said they had done so to increase personal income and 8.1%
who simply wished to maintain their personal income. This finding mirrors other research (e.g.see Global
Entrepreneurship Monitor 2007), which commonly shows that people start firms for reasons of wanting
to‘do their own thing'rather than for pure financial gain.

The theme of independence continues if you examine motivation by gender.Figure 1 indicates that,
whether firms are started by men or by women, the issue of greater independence dominates. A slightly
higher proportion of firms started by women (74.1%) stated this reason, compared to 68.2% of firms
started by men.

A similar pattern emerges when considering firms of different sizes in terms of employees. As Figure

2 shows, as the firm size increases, independence remains the most prevalent factor, but increasing
personal income becomes steadily more significant. For firms run by the owner only, 72.8% cite
independence as the most significant factor, with 13.4% aiming to increase personal income. For
firms with more than 20 employees, the proportion starting in order to achieve independence falls to
63.7% whilst the motive of increasing income is quoted by 22.6% of respondents.
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To develop this theme further, respondents who started their firm to pursue an opportunity were also
asked if there were any further motivating factors that led them to start the business.These possibilities
included the challenge of leading your own business, the pursuit of an idea or a hobby, current job
dissatisfaction and any difficulty in finding paid employment.

58.4% of owners said that they were motivated by the challenge of leading their own business.
This percentage did not vary significantly between men or women, but rose significantly as turnover
increased (45.6% at <£25,000 up to 70.9% for >£1m) and number of employees increased (50.8% at
zero employees up to 69.1% for > 20 employees). Current job dissatisfaction was quoted by 27.9% of
respondents as a motivating factor and pursuing an idea by 26.3%.
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Home-based Enterprises

Running a business from home is one clear way in which people can balance work with other activities.
According to recent research by Enterprise Nation, there are more than 2.1 million home-based
businesses in the UK and these businesses had a combined turnover of over £364 billion in 2007.
Over 60% of new businesses are started at home, which amounts to approximately 1,400 new
businesses each week, and the highest growth area is that of mothers, young people and the over-50s,
because home-based business provides a route to employment for people who otherwise might not
have contributed to the economy.

The fastest-growing sectors for home businesses are in the business and professional services sector
(such as accountants and website developers), online trading (such as eBay-ers), personal services (such
as home interior designers, hairdressers and party planners) and food (products and caterers).

Among home-business entrepreneurs there is an almost universal determination to grow the business,
but most do not see this as involving increasing the number of their employees. Home-based business
owners would often rather outsource projects and new work rather than increase headcount.In many
ways this ties in with the ethos of running a home business, whereby people are seeking both to reduce
overheads and to have a way of life that provides a distinctive blending of home and work, rather than
wanting to recreate a large company on their doorstep.

Some 3,041 (35%) respondents to the FSB survey stated that they run their business from home.From
this sample, 50.3% of these businesses are run by a male majority and 19.1% by a female majority.
However, when examining where the whole sample of 8,600 chose to locate their companies, 33% of
male-majority businesses stated ‘home’ compared to 38% of female-majority businesses.The home is also
where more new, young businesses are based. 40% of businesses under two years old are based at
home, a figure which falls to 25% for businesses over 20 years old.

The home-based business owners were asked to rank the importance of a number of factors in making
the decision to operate from home. Figure 3 illustrates these rankings on a scale of 1 = Not important up
to 5 =Very important.

For the UK as a whole, the three main reasons why people choose to run a business from home were:

+ To contain costs (mean = 4.4) - starting out at home saves money by avoiding the cost of an extra
office,and it also saves time. A home-based business owner can gain many extra days per year by giving
up the daily commute and this time can be spent on growing the business.

More convenient (mean = 4.1) — advances in technology mean that almost any trade can now be
carried out at home. Business owners are developing their websites as a virtual window to the world
and utilising software to manage projects, work with partners and develop new business.

No need for commercial premises (mean = 3.8) — the cost of renting and maintaining premises is seen
as a barrier to working away from home.

In addition to these factors, the work-life balance that people can achieve by working from home allows
them to be close to family and friends. Starting and growing a business from home enables families to be
together, work together and share the financial rewards. As Figure 3 shows, when women run the home-
based business, they value the ability to accommodate family needs (mean = 3.4) more than men do
(mean = 2.9).With the growth in home-based businesses amongst the over 50s, there may be evidence
of more mature workers wanting to realise their dream through running their own business, rather
than working towards retirement making money for someone else. And, in the context of an ageing
society, it would be interesting to know how many are planning to work beyond normal retirement age.
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As turnover and number of employees increase, the number of businesses still opting to operate from
home falls substantially.Indeed, only just over 50 of the 3,000 home-based businesses in the survey had
either a turnover in excess of £1m or more than 20 employees.

The flipside of the positive experiences that running a home-based business can bring is that difficulties
can often arise with things such as space, parking, IT and, of special relevance for work-life
balance, the lack of any real boundaries between work and leisure and the encroachment of work
onto family time.’Members were asked to rank the importance of these difficulties on a similar scale (1 =
Not important up to 5 = Very important) and across the UK the most important factors or difficulties were
indeed those related to work-life balance. For women, having no boundaries between work and leisure
(mean = 3.1) compared to a mean of 2.8 for men.Work invading family time was also important (mean

= 3.0 for women and 2.8 for men). As level of turnover and number of employees in the home-based
business grows, these factors become steadily more significant as major issues of concern.
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Consequences of Running a Business

Achieving a work-life balance that suits the busy business person is a complicated matter, made more
difficult when factors such as recession, worsening health or financial hardship enter the equation.

In this section, we analyse how the perceptions of members change when confronted by particular
circumstances.

Insolvency

Respondents were asked what would be the main consequence for their lifestyle or standard of living
if their business became insolvent. 13.2% answered that they would lose everything and become
bankrupt, with a very worrying 35.7% saying that their basic survival and home would be under
threat. So a total of 48.9% of owners would lose their home or it would be under threat if the
business became insolvent. A further 39.5% said the main effect would be that they would have to
scale down their lifestyle, with only 11.6% stating that their standard of living would remain unaffected.
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Clearly, FSB members are heavily dependent upon their businesses for their income and support.In less
favourable economic times the numbers of firms facing insolvency rises and the survey shows clearly
that many FSB members face a very difficult time if their business goes under.

As Figure 4 illustrates, businesses run by women had a slightly higher percentage (15.1%) stating that
their standard of living would be unaffected by insolvency compared to 11% of businesses run by
men.The corollary of that observation is that fewer female-run businesses would see a scaling-down of
lifestyle; however both male and female business owners were equally concerned about their homes
being under threat or about ‘losing everything.’
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As Figure 5 shows, as the number of employees rises in the firm, standards of living fall following
insolvency and the percentage of respondents indicating that they would lose everything rises.
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With regard to turnover, there are some significant differences to observe.23.2% of businesses with a
turnover of less than £25,000 say that their standard of living would be unaffected by insolvency.This falls
to 12.5% for firms with turnover of £25,000-£50,000 and to 11.9% for firms earning over £1m. Secondly,
as turnover rises, so do the need to scale down lifestyle and the threat of losing everything (although the
latter appears less of a threat once turnover exceeds £1m).
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Financial Hardship

Survey respondents were asked to think about their current financial position if they had not been a
business owner.In other words, would their average income have been better or worse, what would be
their feeling of financial security, and what would be their level of net indebtedness? Interestingly, in
every case respondents said that they felt on average a little worse off as business owners now
than they would have expected if they had not been owners. This finding is consistent with a more
downbeat economic forecast and is consistent for both men and women.

As the size of the firm increases, the assessment changes slightly. Figure 6 shows that once firm size
reaches the 5-9 employee level, business owners feel that, even in the current economic climate, their
average level of income is higher than if they were not running the business. Even at the highest levels
of firm size the feeling of financial security does not become positive, indicating that the decision to
run a business makes owners worry about income volatility whatever the size of the company.
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Health and Disability

Achieving a satisfactory work-life balance often depends heavily on the health and well-being of the
owner-manager. Members were asked to describe their current state of health, and the results are
illustrated in Figure 7.Whilst 35% of respondents describe themselves as in a state of very good health,

a significantly higher percentage of respondents from women-majority-owned firms (39.8%) do so in
comparison to male-owned firms (33.7%). Conversely, 40.2% of respondents from male-majority-owned
firms say they are in‘good health’ compared to only 35.7% of female-owned firms. It is not clear from the
responses why this difference might exist, but both differences are statistically significant and perhaps
show a general inclination by the sexes to express their state of health in slightly different ways. 20.6% of
respondents said that their health was average and only 5.4% described it as either poor or very poor.
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Interestingly, there is little difference in the reported current state of health of owners who run firms with
higher turnover or who employ many people.The proportions answering ‘very good’ or‘good’ health

are almost identical across all types of firm and this perhaps dispels the myth that running a larger firm
brings with it poorer health.

Some strong themes emerge from current research, for example the role that work-life balance plays in
people’s health, with the lack of it causing higher sickness absence levels; strain on relationships — both

at home and at work — that results from a lack of work-life balance; pressure to make a decision between
career progression and a life outside work. A work-life ‘imbalance’ can have disastrous consequences

for the individual in terms of stress, ill health and lack of motivation.The impact of this imbalance at the
individual level has been well documented and many strategies have been suggested to improve the
balance. Most recognise that an ideal work-life balance varies from person to person, depending on the
individual and their life circumstances. Balancing both home and work life allows an individual to achieve
the best in both situations, but the balance that is right for one may involve much more or much less time
at work than for another — and this balance may also change at different times in individuals’ lives.

Itis also widely recognised that the attitude of the organisational head is significant in influencing
business practice. More specifically, managers are pivotal in affecting work-life balance in practice in
organisations. Interestingly, the higher the number of women managers, the greater the level of
responsiveness to pressures for employer involvement in work-life balance.

But it has been argued that just as managers, especially women, can facilitate work-life balance, so
too can they impede it.There is a need for leadership by example, in managers’ creating a work culture
wherein managers and employees can openly discuss work-life balance.

The survey also allowed for a categorisation of respondents under the Disability Discrimination Act.
Those with a disability are often reported as finding it hard to find paid employment and therefore may
be more likely to start their own business. Figure 8 shows the difference in these motivations, splitting
the sample into those reporting disability and those who do not.266 FSB members in the survey (3%)
reported that they had a disability. This compares to a UK workforce figure of approximately 4.8% for the
self-employed and micro business owners (Labour Force Survey 2007).

There is no significant difference between those who report that it was the challenge of leading their
own business (58.3% disabled versus 58.6% non-disabled) or the business was started to pursue an

idea, innovation or hobby (30.5% disabled versus 26.5% non-disabled). However, differences between
the other two measures of motivation are significant. Firstly, significantly fewer disabled people are
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motivated to start because they are dissatisfied with their current job (21.8% disabled versus
28.4% non-disabled). Evidence does suggest that leaving paid employment to enter self-employment
is a more unusual route for people with disabilities. Secondly, and more strikingly, far more people
reporting a disability (16.5%) say that they started their company because they had difficulty
finding paid employment than those with no disability (10%). Barriers to mainstream employment for
the disabled clearly still exist and, despite legislative changes that put the onus on employers to provide
a suitable working environment for those with disabilities, further work may still be required to create a
level playing field for all.
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Interestingly, there are few significant differences in the typical business size reported by the
disabled when compared to those who do not report a disability. The distribution of firms measured
by number of employees and by turnover is almost identical. However, the disabled do differ in their
responses to some of the questions relating to the impact of insolvency. When asked about the impact
on their standard of living of the business’ becoming insolvent, 20.8% of the disabled respondents

said this would have no effect compared to only 11.2% of the non-disabled. However, there were no
significant differences in respect of perceived average income levels, feelings of financial security or level
of net indebtedness.

Quality of Life Factors

As discussed above, there are many factors that contribute to achieving a satisfactory work-life balance.
The most important are those relating to quality of life and the survey asks a question about how
business owners perceive their current circumstances in comparison to those that they would expect
had they not been an owner. Topics covered include number of hours worked, inconvenience of hours
worked, division of work and family time, flexibility to choose hours of work, feeling of independence and
some measure of the overall impact of all these factors on life quality.

Figure 9 illustrates the way business owners feel about these factors. For the UK population as a whole,
they are very positive about the flexibility to choose their own hours (mean = 0.6), the feeling of
independence (mean = 0.9) and the overall impact of the factors on quality of life (mean = 0.6). However,
the length of hours worked (mean = -0.4), inconvenience (mean =-0.3) and division of work and family
time (mean =-0.1) are all negative aspects.This delineation is present for both male- and female-run
businesses and there are no significant differences in these attitudes between the genders.

These differences are also apparent as the turnover of the business rises and as more employees are
taken on. Whilst all report a positive overall impact of working for oneself, equally all are negative
about hours and flexibility no matter what the size of firm.
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This universal recognition of long hours having a negative impact on work-life balance can be illustrated
by examining the actual hours worked as reported by respondents to the survey. Despite working-time
norms being established for many sectors, small-business owners continue to work very long hours. 66%
work more than 48 hours per week, with 44% working between 49 and 60 hours, and a worrying
22% reporting an average working week of over 60 hours. In general, men report that they work
longer hours than women, with 67.9% of male-owned businesses reporting an average working week of
more than 48 hours compared to 52.2% for female-run businesses. Hours worked, however, grow rapidly
for the business owner as the business grows in terms of both turnover and number of employees.
Figure 10 illustrates this for various firm sizes. As the number of employees in the business grows,

the number of hours worked in the band 30-48 hours falls from 34.2% of respondents for single
owner-employed businesses to only 23.2% of respondents for businesses with more than 20
employees. Correspondingly, the hours worked in the band 49-60 hours rises from 38.4% of respondents
at single-employee level to a staggering 47.1% at 20 employees-plus. A very similar pattern is observed
for employers working more than 60 hours per week as the firm size grows and this observation holds
when the business increases its turnover. Since long hours of work are known to have a negative impact
on work-life balance, this survey clearly shows that there is a price to be paid for ambition.The increased
burden of growing the firm leads to longer hours of working.
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Legislation and Regulation

Legislation for the small-business owner is seen as a constantly moving feast. Evidence of the impact
of increased bureaucracy and so-called ‘red tape’is growing, and this survey of members has been
used to gauge the reaction of business owners to a number of pieces of legislation. In support of this,
respondents reported that ‘increased regulation’ was the most important barrier to the business’
meeting its objectives over the previous two years. This came ahead of other factors such as
obtaining finance or having adequately trained staff and is testament to the seriousness with which
people see this matter.

The survey asks if businesses have been affected by ten pieces of current legislation, using a scale of -2
= Very negatively up to 2 = Very positively. Figure 11 reports the impact of legislation when firm size is
disaggregated by number of employees. The picture is extremely clear; as firm size increases, so does
the negative impact of legislation on the business. The only positive impact, at higher levels of firm
size only, is that the new smoking regulations are seen on average as a positive thing for the business.

When the report examines the impact of legislation by industrial sector,once again the only positive
influence was seen to come from the smoking legislation.The hotel and restaurant sector is the most
vociferous in its negative attitude towards business legislation in its current form.
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Most studies of work-life balance cover large organisations. However, this report examines factors
affecting the work-life balance experienced by the owners of small businesses, a group that has been
largely ignored by researchers despite the fact that they account for 24.8% of the UK’s private-sector
workforce (Small Business Service 2007).

This report has examined a whole range of factors that have an impact on the work-life-balance
decisions of FSB members, including the main motivations for pursuing the opportunity to start

a business (including home-based firms). It also provides an analysis of the consequences of SME
ownership in relation to insolvency, financial hardship, health and disability, quality of life and hours
spent working.

The main reason given for starting was to take advantage of a business opportunity, which is in line
with other current research. Also mirroring contemporary research, the most prevalent personal motive
for starting was for greater independence and freedom in their working lives, with fewer members
starting in order to increase personal income. As the size of firm increases, independence remains the
most prevalent factor in determining start-up, but increasing personal income becomes steadily more
significant.

Running a business from home is one clear way in which people can balance work with other activities.
The three main reasons why people choose to run a business from home are to contain costs, because it
is more convenient and because there is no need for commercial premises. In addition to these factors,
the work-life balance that people can achieve by working from home allows them to be close to family
and friends.The flipside of the positive experiences that running a home-based business can bring is that
difficulties can often arise with things such as space, parking, IT and, of special relevance for work-life
balance, the lack of any real boundaries between work and leisure and the encroachment of work onto
‘family time." For women, having no boundaries between work and leisure and work invading family time
were also important. As level of turnover and number of employees in the home-based business grow,
these issues become steadily more significant.

The main consequence for standard of living if the business were to become insolvent was that business
owners would have to scale down their lifestyle,and many said that their basic survival and home would
be under threat.

Significantly fewer disabled people are motivated to start because they are dissatisfied with their current
job.In addition, far more people reporting a disability say that they started their company because they
had difficulty finding paid employment than those with no disability.

In respect of quality of life, respondents are positive about the flexibility to choose their own hours, the
feeling of independence and the overall impact of these factors on quality of life. However, in particular,
the number of hours worked, inconvenience and division of work and family time are all negative aspects.
The report finds that since long hours of work are known to have a negative impact on work-life balance,
there is a price to be paid for ambition.The increased burden of growing the firm leads to longer hours of
working.

The report also finds that businesses have been adversely affected by current legislation. As the size of
the firm increases, so does the perceived negative impact of legislation on it. The only positive impact, at
higher levels of firm size only, is that the new smoking regulations are seen on average as a positive thing
for the business. When the report examined this by industrial sector, the only positive influence was
seen to come from the smoking legislation. The hotel and restaurant sector is the most vociferous in its
negative attitude towards business legislation in its current form.

The report demonstrates that work-life balance issues are of key concern to FSB members.These range
from the very positive stimuli provided by independence and flexibility, through to the negative impacts
of long hours and legislative bureaucracy.
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key policy recommendations

«  Small-business owners put their homes and livelihoods at stake to take control of their own life
and create employment for other people. Business owners need support from the £1-billion Small
Business Finance Scheme (SBFS) to keep their homes, and their businesses, running in the current
financial climate. The SBFS must be heavily promoted, especially to bank branch managers, to enable
more viable small firms to access funds.

+  Self-employment can help people with disabilities into employment in a situation that is flexible
according to their needs.This should be seriously considered as part of welfare reform in the future.

+  Better regulation should be a reality across all government departments so that businesses are not
caught up in excessive bureaucracy. The perceived growth of the legislative burden that comes with
the growth of a business is a barrier to growth that stops employers creating jobs.

+  The Government should ensure that it takes small and micro businesses into account during the
legislative process and tailors legislation and associated guidance to their needs.

+ Small businesses consider that any reduction in one area of legislation is simply replaced by further

regulation in other areas. More needs to be done then in terms of measuring and improving the
perception of the government’s regulatory reform agenda among the small business community
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