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		Abstract

		There remains considerable debate in both the theoretical and empirical literature about the differences in the cyclical dynamics of firms by firm size.  Some have hypothesized that small firms are more sensitive to cycles while others have posited that larger firms are more sensitive.  Researchers have found evidence supportive of both hypotheses -using different cyclical indicators and focusing on different underlying shocks.   This paper contributes to the debate in two ways.  First, the key distinction between firm size and firm age is introduced.  The evidence presented in this paper shows that young businesses (that are typically small) exhibit very different cyclical dynamics than small/older businesses. Young/small businesses are more sensitive to the cycle than older/larger businesses. Evidence about the difference in the cyclical dynamics between small/older and large/older businesses is mixed.  The second contribution is to present evidence and explore explanations for the finding that young/small businesses were hit especially hard in the Great Recession.  The collapse in housing prices accounts for a significant part of the large decline of young/small businesses in the Great Recession.   The decline was especially pronounced in states with a large decline in housing prices.  This pattern holds even after controlling, through a panel VAR, for national and local business cycle conditions. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Fort,  Teresa C. and Haltiwanger,  John C. and Jarmin,  Ron S. and Miranda,  Javier, How Firms Respond to Business Cycles:  the Role of Firm Age and Firm Size (June 2013). NBER Working Paper No. w19134,  Available at SSRN: https://ssrn.com/abstract=2282355
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Teresa C. Fort

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Dartmouth College - Tuck School of Business  ( email )

			

			
			
				
				
				
					Hanover, NH  03755
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						John C. Haltiwanger

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Maryland - Department of Economics  ( email )

			

			
			
				
				
				
					College Park, MD  20742
United States
301-405-3504 (Phone)
301-405-3542 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Institute for the Study of Labor (IZA)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Institute for the Study of Labor (IZA)  ( email )

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Ron S. Jarmin

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				U.S. Census Bureau  ( email )

			

			
			
				
				
				
					4700 Silver Hill Road
Washington, DC  20233
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Javier Miranda

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				US Census Bureau â€” Economy-Wide Statistics Division   ( email )

			

			
			
				
				
				
					Washington, DC
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       33

			

		
		
		
			Abstract Views

			    1,739

		

		
		
	


	

	
		
			
				       44 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Econometric Modeling: Macroeconomics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Macroeconomics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              648

                                    

                                    
                                        PAPERS

                                           16,476

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Microeconometric Models of Firm Behavior eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Microeconometric Models of Firm Behavior eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              642

                                    

                                    
                                        PAPERS

                                            2,292

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Microeconometric Studies of Health, Education, & Housing Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Microeconometric Studies of Health, Education, & Housing Markets eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              606

                                    

                                    
                                        PAPERS

                                            6,912

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Labor Unemployment Risk and Corporate Financing Decisions

                        
                            By
                                
                                
                                    
                                    Ashwini K. Agrawal
                                     and 
                                
                                    
                                    David A. Matsa
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Who Works for Startups? The Relation between Firm Age, Employee Age and Growth

                        
                            By
                                
                                
                                    
                                    Paige Ouimet
                                     and 
                                
                                    
                                    Rebecca Zarutskie
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Boarding a Sinking Ship? An Investigation of Job Applications to Distressed Firms

                        
                            By
                                
                                
                                    
                                    Jennifer Brown
                                     and 
                                
                                    
                                    David A. Matsa
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Capital and Labor Reallocation Inside Firms

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Capital and Labor Reallocation Inside Firms

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Capital and Labor Reallocation within Firms

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Capital and Labor Reallocation within Firms

                            
                                By
                                    
                                    
                                        
                                        Xavier Giroud
                                         and 
                                    
                                        
                                        Holger M. Mueller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Exploration for Human Capital: Evidence from the MBA Labor Market

                            
                                By
                                    
                                    
                                        
                                        Camelia M. Kuhnen
                                         and 
                                    
                                        
                                        Paul Oyer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Exploration for Human Capital: Evidence from the MBA Labor Market

                            
                                By
                                    
                                    
                                        
                                        Camelia M. Kuhnen
                                         and 
                                    
                                        
                                        Paul Oyer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Firms Respond to Business Cycles: The Role of Firm Age and Firm Size

                            
                                By
                                    
                                    
                                        
                                        Teresa Fort, 
                                        
                                    
                                        
                                        John Haltiwanger, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.138 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

