Firms With <20 Employees Created All The Net New Jobs In The U.S. From 1989 to 2012
The very small businesses, with fewer than 20 employees, have created all of the net new jobs in the United States over the period from 1989 to 2012 based on the data provided by the Office of Advocacy, U.S. Small Business Administration and the Bureau of Census.[footnoteRef:1] Total job creation over these 23 years was 24,182,049 net new jobs and companies with <20 employees created 25,909,322 jobs. Figure 1 shows the total net new jobs created by all companies reported by BuCensus/Advocacy according to company size at the start of the Fiscal Year.[footnoteRef:2] Figures 2 through 4 show the individual charts of net new job creation (loss) for the company sizes of: <20 employees; 20 < 500 employees; and >500 employees.  [1:  See: https://www.sba.gov/advocacy/firm-size-data#susb and http://www.census.gov/econ/susb/ ]  [2:  IBID Census web site. Annual data consist of number of firms, number of establishments, annual payroll, and employment during the week of March 12. ] 

<20 Employee Companies Always Created Jobs Except During The Great Recession: It is interesting that the very small companies always created jobs (more than 1 million jobs each year for 16 of the 23 years), with the exception of FY-2009, the Great Recession. The mid-sized firms lost jobs in 9 of the 23 years, and never contributed more than 1 million job per year. The large firms lost jobs in 10 of the 23 years (more than 1 million jobs lost in 4 years, and more than 2 million jobs lost in 2 years). The large firms only created slightly more than 1 million jobs in 2 years. Clearly, the mid-size and large firms are more chaotic in job creation/loss than the very small firms.
Very Small Companies Are Important For Economic Development Strategies: The following article by the Kansas City Federal Reserve is enlightening:
“Increasingly, economic development experts are abandoning traditional approaches to economic development that rely on recruiting large enterprises with tax breaks, financial incentives, and other inducements. Instead, they are relying on building businesses from the ground up and supporting the growth of existing enterprises. This approach has two complementary features. The first is to develop and support entrepreneurs and small businesses. The second is to expand and improve infrastructure and to develop or recruit a highly skilled and educated workforce. Both efforts depend in large part on improving the quality of “life in the community and creating an attractive business climate.”[footnoteRef:3] [3:  Kelly Edmiston, The Role of Small and Large Businesses in Economic Development, (Economic Review, Kansas City Federal Reserve, Second Quarter, 2007, page 73,). Kelly Edmiston is a senior economist in Community Affairs at the Federal Reserve Bank of Kansas City. See: https://www.kansascityfed.org/publicat/econrev/PDF/2q07edmi.pdf] 

“At first glance, the net new job figures are difficult to reconcile with the fact that, over the same period, small firms’ share of total employment actually fell. In 1990, small firms employed 20.2 percent of all workers, while large firms employed 46.3 percent. In 2003, the numbers for small firms dropped to 18.4 percent but climbed to 49.3 percent for large firms. The explanation lies in the migration of firms across size classes from year to year. In any given year, some small firms will grow beyond 20 workers and join a larger size class.”[footnoteRef:4] [4:  IBID. Page 77.] 
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State and Local Government Policies Affect Very Small Company Start-up and Expansion: State and local policies that restrict start-ups and expansions by imposing burdensome licensing and building permit fees can reduce the opportunities for net new job growth in their regions. Progressive local and state governments have instituted “One-Stop” permitting and building permit offices to simplify the time and reduce the cost of obtaining business licenses and building permits for opening and expanding small businesses.
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Who Creates The Greatest Number of Net New Jobs?
The U.S. Economy created
 24.18
 million net new jobs over the period from 1989 to 2012. These jobs were created as the economy improved and lost as the economy faltered over these 23 years. It is useful to determine which sizes of companies were most important in net new job creation over this period to help focus on
 regional, state and national
 economic development programs that are most likely to have long-term positive results. The smallest companies, those with fewer than 20 employees not only were the outsta
nding performers over these two-
plus decades, they created net new jobs in every year except the single year 
2009 
of the worst recession 
since the Great Depression
.
 Large companies lost a net of 1.1 million jobs over this period, and in the worst recessions, lost over 1 million j
obs in four years, and in 2009
 lost over 3 million jobs. The mid-size firms had sizeable gains in 5 years, and losses in 4 years. All three sizes of companies are important to the U.S economy because they all fill different roles and markets. However, when focusing on job creation, the small companies are vital and policies that support them are critical.
)




Figure 2. Small Companies with Less Than 20 Employees: 
Net New Jobs Created or (Lost) per Fiscal Year -- Millions
[Source: US SBA Office of Advocacy/BuCensus SUSB Data -- http://www.census.gov/econ/susb/]
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Figure 3. Small Companies with Between 20 and 500 Employees: 
Net New Jobs Created or (Lost) per Fiscal Year -- Millions
[Source: US SBA Office of Advocacy/BuCensus SUSB Data -- http://www.census.gov/econ/susb/]
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Figure 4. Large Companies with More Than 500 Employees: 
Net New Jobs Created or (Lost) per Fiscal Year -- Millions
[Source: US SBA Office of Advocacy/BuCensus SUSB Data -- http://www.census.gov/econ/susb/]
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Figure 1. Millions of Net New U.S. Jobs Created (Lost) By Company Size 
Over The Period 1989 to 2012
[Source: US SBA Office of Advocacy/BuCensus SUSB Data -- http://www.census.gov/econ/susb/]
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