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AgendaAgenda


 

Flog the obvious: impact of very small businessFlog the obvious: impact of very small business


 

Gloss over the subtle: changes in Minority, Gloss over the subtle: changes in Minority, 
 Women, Latino business growthWomen, Latino business growth


 

Surprise us with statistics:  U.S. Bureau of Surprise us with statistics:  U.S. Bureau of 
 Census, SBA, plus several other studies, 1998Census, SBA, plus several other studies, 1998‐‐

 20102010
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Who Creates Jobs?Who Creates Jobs?

Net Job Creation and Elimination Per Year By Company Size 
(Number of Employees At Start of Year) 

For The Sixteen Years 1989 to 2005 
(Only years full data available)
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Company Size -- Number of Employees at Beginning of Year

 16-year Summary Of Net New Jobs Created:
 From <20 employees      = 21,201,854 (86%)
 From 20-500 employees =   1,676,805 (7%)
 From <500 employees    = 22,878,659 (93%)
 From >500 employees    =   1,794,506 (7%)
       Total All Companies = 24,673,165 (100%)

Company size
Less than 20 20 to 500 More than 500

SME and Net Job Creation, 1989 – 2005

AT NO TIME IN THE PAST 20 

YEARS HAVE  THE SMALLEST 

SMEs FAILED TO 

OUTPERFORM EVERY OTHER 

BUSINESS GROUPING
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Who Leads the Country Out of Recessions?Who Leads the Country Out of Recessions?
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THE SMALLEST SMEs 

ALWAYS LEAD THE 

COUNTRY OUT OF 
RECESSION
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Total USA Cumulative Net New Job Creation 2002 to 2005
(In The Three Years After The 2001-2002 Recession)
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100%
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1<20 = 107% (-24)%

USA companies created a total of 3,912,972 Net New Jobs 
in the three years after the 2001 recession (2002 to 2005): 
  3,091,401 jobs were created by companies with 1-4 
employees (79% of the total)
  4,224,467 jobs were created by companies with <20 
employees (107% of the total)
  4,859,546 jobs were created by companies with <500 
employees (124% of the total)
   Large companies (more than 500 employees) eliminated 
a  total of 946,574 net jobs (-24% of the total) in the three 
years (2002 to 2005); 994,667 were eliminated in 2002-
2003; 213,233 were eliminated in 2003-2004; and 262,326 
were created in 2004-2005.

What Is the Good/Bad/Ugly News?What Is the Good/Bad/Ugly News?

LITERALLY, EVERY NEW 
JOB WAS CREATED BY 

SMEs.  IF LARGE 
COMPANIES HAD NOT LOST 
JOBS THROUGH LAYOFFS, 
MERGERS, ACQUISITIONS, 
AND DOWNSIZING, JOB 
GROWTH WOULD HAVE BEEN 24%



235 e. broadway, suite 520 long beach, ca 90802 562. 608.8270     www.essergy.net

Why Do Larger Businesses Lag?Why Do Larger Businesses Lag?
Net New Job Creation 1989 to 2006
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Total job creation over the 17 years was 28.3 million net new
jobs, and companies with less than 20 Employees created 22.8
million jobs over the 17 years (81 percent of the total). All small
companies (<500 employees) created 25.4 million jobs (90
percent of the total).

4 year recovery lag, greatest 4 year recovery lag, greatest 
for large businessesfor large businesses
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Where Do The New Jobs Come From?Where Do The New Jobs Come From?
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START-UP BUSINESS 

UNIFORMLY CREATE JOBS 

NO MATTER WHAT THE 

BUSINESS CYCLE, 

ESTABLISHED BUSINESSES 

DESTROY THEM, PRETTY 

MUCH CONSISTENT WITH 

THE BUSINESS CYCLE
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JOB CREATION AND DESTRUCTION
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How Do Minority VenturesHow Do Minority Ventures

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

1

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

1 2 3

Minority Business 
as % All Business

Distribution of Minority 
Businesses

Business Without 
and With Employees

Minority 
businesses 

18%

Latino
Afric

an 

American
Asian 

Ameri-

can

Latino API

6.6%

5.0%
4.7%

1.7%

Other

Afric Am

2007 Census

W
It

h
o

u
t

W
It

h
o

u
t

W
It

h
W

It
h

MINORITY AND IMMIGRANT 

BUSINESSES ARE A SMALL 

BUT GROWING 

PERCENTAGE OF ALL 

BUSINESS.   WOMAN-

OWNED BUSINESSES HAVE 

STAYED CONSTANT

Stack up?Stack up?

Majority 
businesses

Woman- owned 
businesses 28%

Overlap?
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Is California Special?Is California Special?

Minority = 33%

Women (+joint) = 41%
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ALMOST 50% MORE 

MINORITY OWNED 

BUSINESSES, BY FAR 

MOST LATINO BUISNESSES
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How Have Latino Businesses Grown?How Have Latino Businesses Grown?
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INDEX OF ENTREPRENEURIAL ACTIVITY, 1996-2010LATINO BUSINESS WILL DRIVE 

ENTREPRENEURIAL ACTIVITY IN 

THE COMING YEARS.  IS
 THIS A 

BUSINESS ISSUE?  A PPOPULATION 

ISSUE?  WHAT ARE THE 

IMPLICATONS FOR PRIVATE 

INVESTMENT?  PUBLIC POLICY?

The Good News:The Good News:
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Will These Trends Continue?Will These Trends Continue?
The Bad News?The Bad News?

SMALL BUSINESS PAYROLLS ARE 

DOWN IN THIS RECESSION, BUT 

THEY ARE NOT RECOVERING AS 

THEY WERE BEFORE.

BANKS ARE NOT LENDING TO 

SMALL BUSINESSES DESPITE 

FEDERAL MANDATES
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So, How Should This Affect Policy?So, How Should This Affect Policy?



 
Reorientation of government programs to impact 

 sustainability, not just startup.


 
Recognition by private sector that very small business 

 generates nice profits.


 
Lean on public institutions to create supportive policies.



235 e. broadway, suite 520 long beach, ca 90802 562. 608.8270     www.essergy.net

Selected Sources of DataSelected Sources of Data


 

2009.  T. Bibbens and P. Borden, “Very Small Business Creates Very Large Change,”

 

Minority and Small 
Business Review



 

2006.  M Lofstrum, C. Wang, “Hispanic Self Employment:  A Dynamic Analysis of Business Ownership,”
ftp://repec.iza.org/repec/discussionpaper/dp2101.pdf



 

U.S. Bureau of the census,

 

www.census.gov.   Richest source,  se especially /sbo,  and the Survey of Business 

 
Owners, which contains both recent and historical information on

 

Latinos and others, and 
www.ces.census.gov/index.php/bds



 

U.S. Small Business Administration Office of Advocacy Studies, wws.sba.gov/advo

 

. . .


 

2008. Net employment by firm size, yearly, compiled for 2000‐2005, /research/dyn_b_dd8905.pdf


 

2003.  Alicia Robb, Advo, first longitudinal study of net employment, 1990‐1994 
/stats/m_a_pdf



 

2008.  Robert Fairlie, “Contributions of Immigrants to the U.S. Economy, 2008,”


 

2007.  “Minorities in Business:  A Demograhic

 

Review of Business Ownership,”
/research/rs298tot.pdf



 

2008.  William Parsons and Spencer Tracy, “High Impact Firms: Gazelles Revisited.”


 

Summary of above and other studies, 
http://web.sba.gov/faqindexall.cfm?areaid=24



 

Kauffman Foundation,   www.kauffman.org

 

. . .


 

2010. Tim Kane. Importance of Startups in Job Creation and Job Destruction,
www.kauffman.org/uploadedFiles/firm_formation_importance_of_startups.pdf



 

2010.  Alicia Robb, continuing studies at Kauffman


 

2010 ff.  Kauffman Firm Survey, /kfs
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