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Microbusinesses: America’s UNSUNG ENTREPRENEURS
Entrepreneurs are everywhere in American

society, at every income level, age group and geographic region.
The vast majority of small-business owners run firms with five
or fewer employees (often called “microbusinesses”). They include cafe owners, construction contractors, bookkeepers, childcare providers and more. But when it comes to research and
policy that focus on small business, most emphasize the minority (fewer than five percent) who employ more than 20 workers.
As a result, the majority of government programs and resources
that assist small businesses focus on those that are unavailable to
microbusiness owners.

FACT: Microbusiness owners are Main
Street entrepreneurs

Numbers to know:
• 22 million small-business
owners are self-employed
and have no additional
employees1
• 4 million small businesses
have 1-4 employees2
• Of these 26 million
“microbusinesses,”
approximately 13 million
are financially vulnerable

The iconic image of an entrepreneur is a hard-working, solitary
genius toiling away at all hours, busily inventing a new product,
device or app. It’s a compelling picture that calls to mind Henry
Ford or Steve Jobs, but that’s only a small part of the story.
Most entrepreneurs are hard-working, everyday people whose
businesses aren’t revolutionary, but their products and services enrich and support our communities. They build
their own jobs from the ground up, and along the way contribute trillions to the economy and create millions of jobs.
In fact, if just one in three microbusiness owners hired one additional employee, the United States would reach full
employment3. Here are the facts:
•

4 million microbusinesses employ 1-4 people.

•

22 million small-business owners (95%) are self-employed and do not employ others. They generate almost $1
trillion in economic activity year.

•

74% of microbusiness owners do business in their local community.4

•

The most popular industries for microbusinesses include construction (13% of all businesses this size), retail
(11%) and health care services (9%).5
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FACT: 13 million microbusiness owners are financially vulnerable, and
their numbers are growing.

About 18% of the total net worth of American households comes from unincorporated businesses, according to research from New York University. In fact, business equity is American households’ second greatest source of wealth.
So it surprises many people to learn that more than 13 million microbusiness owners are financially vulnerable: their
owners have income below the national median of about $50,000 per year or have trouble accessing business capital.
These business owners often want to grow but struggle to get by with limited resources.
The self-employed are most likely to be low- to moderate-income or have difficulty with financing. According to the
U.S. Census Bureau’s Nonemployer Statistics, only 1 in 3 self-employed entrepreneurs earns more than $25,000 per
year from her business. This is a serious concern, since self-employment is among the fastest-growing employment
trends. One factor driving this trend is the highly competitive job market, as some people start businesses when they
are unable to find work. Changing demographics also plays a role: Hispanic people and older individuals are growing
segments of the labor force, and these groups have higher rates of self-employment.
The National Association of the Self-Employed estimates that the number of self-employed individuals is growing at
3.4% per year, more than 10 times faster than the 0.32% startup rate for new small employers. Despite their numbers
and growing importance to the economy, the self-employed have less access to social safety net supports, such as
unemployment insurance and other government programs that are designed to meet the needs of the financially insecure. Federally-funded workforce training programs, for example, often do not provide any resources for self-employment, and even the Small Business Administration (SBA) overlooks the self-employed by excluding these businesses
from the official statistics on new businesses.

FACT: Federal small business policies aren’t working for the smallest
businesses.

According to research from the Association for Enterprise Opportunity (AEO), the National Association of the Self
Employed (NASE) and Small Business Majority (SBM), nearly 40% of microbusiness owners identify lack of credit as
a problem for their business. In addition, microbusiness owners also expressed a need for assistance in marketing and
sales (48%), tax preparation (27%) and accounting (18%).
This research suggests that microbusiness owners would benefit from additional tools and resources. While resources
for small businesses do exist, most are poorly tailored to the needs of microbusinesses. For example, tax preparation
assistance is available to the self-employed at Volunteer Income Tax Assistance sites throughout the nation, but only
those with less than $5,000 in business expenses are eligible. This effectively excludes the majority of sustainable fulltime businesses run by the self-employed.
With regard to lending, the SBA alone annually guarantees $26 billion in loans to “small” businesses with fewer than
500 employees (though still much larger than most microbusinesses), and similar loans are available through the
Departments of Agriculture, Commerce, Energy and other agencies. Yet, the entire federal government devotes only
about $300 million to training and loans for microbusinesses. The AEO, NASE and SBM survey found that two-thirds
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of owners who anticipate needing additional credit in the next three years will apply for less than $50,000.
In contrast, the SBA’s flagship 7(a) loan guarantee program requires a minimum principal of $50,000. In fact,
FIELD at the Aspen Institute reports that the average loan made by lenders who exclusively serve microbusinesses is about $14,000.
Over the past several years of high unemployment, new small business policies such as StartUp USA have
focused heavily on “gazelle” firms—the high-growth startups that quickly come to employ dozens or even
hundreds of workers. These firms are rare and a disproportionate amount of government resources have
been directed to the difficult task of simply identifying potential gazelles. In the meantime, the unrecognized
majority of entrepreneurs are swimming against strong currents as they try to grow and achieve financial
success.
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