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MASSACHUSETTS SMALL BUSINESSES UNDERCOUNTED AND UNDERSERVED


Report concludes that 424,172 Sole Proprietor Small Biz Owners are “Uncounted”

Numbers Not Tallied Result in Resources Denied to Sole Proprietors

September 15, 2006 -- Salem, MA.  Small businesses in Massachusetts are undercounted by the hundreds of thousands resulting in shortage of services to sole proprietors to help them grow their companies.   That is the conclusion of a report commissioned by the Enterprise Center at Salem State College.   
        
 The eye opening report, conducted by Prof. Laurence E. Goss, Jr. of the Salem State College Geography Department using Federal and State data calculates the size of the sole proprietor segment of small businesses –a segment that is not now counted as part of Massachusetts employment data.  The report notes that in 2004 there were 424,172  sole proprietorships in Massachusetts and 49,494 in Essex County where the Enterprise Center is located.  They amount to 17% of all jobs in Massachusetts..

 “What this means,” said Christine Sullivan, Executive Director of the Enterprise Center at Salem State College, a small business incubator, “ is that Massachusetts has a large “business sector” that gets little or no attention.  How do we help these people grow their companies?  What do they need to succeed?  When the 17% of the labor force who are sole proprietors are not even counted, we are missing a huge opportunity for economic development?”

In addition, the report notes that when you combine sole proprietors and micro-businesses (those with four or fewer employees), the economic dominance of small business becomes very clear.  In 2004 86% of all businesses in Massachusetts and 88% of all businesses in Essex County consisted of sole proprietors and micro-businesses.  

“ This is important because job development and retention programs tend to be designed for and made available to mid-sized and larger businesses, even though sole proprietors and micro-businesses are growing in importance,” said Sullivan. 

According to Goss, Federal data shows that 30% of all jobs in Massachusetts are held by micro-business employees and sole proprietors.  He also found that 39% of all net new jobs created on the North Shore and 35% of all net new jobs in Massachusetts between 1994 and 2004 were in sole proprietorships and micro-businesses.

“Everybody I’ve spoken to in the State government acknowledges that sole proprietors  exist,” said Christine Sullivan, Executive Director of the Enterprise Center, “but I don’t think any of us had any idea how large this segment really is.  This means that we focus our thinking toward helping larger businesses.  We don’t really know a lot about what really small business need to grow and prosper.  Right now the focus is on the workforce counted by the [Massachusetts] Division of Employment and Training. The difference exists principally because the state workforce numbers count those in the unemployment insurance system, while the Federal numbers are estimates of all workers, including sole proprietors who are outside the unemployment system.

.
“We conducted this study because we know that the size and power of the small business sector is undercounted and misunderstood,” said Goss.  “We tend to focus on attracting companies with large numbers of jobs while ignoring the job creation potential of small firms and sole proprietors.  Imagine not counting the 424,172 sole proprietors in all of Massachusetts!”

Goss’ research concludes that the sector with the largest number of sole proprietors and micro-businesses in Massachusetts and Essex County is professional, scientific and technical services. He notes that this sector is part of the “creative economy” for both the state and Essex County and a generator of significant economic growth for other sectors of the economy.  It is a sector in which there are large numbers of knowledge and highly skilled workers.

“Employment growth occurs one job at a time.  What this study shows is how many people are working either by themselves or with a few employees.  If we pay attention to this sector, help them grow and prosper we have a real opportunity for bottom up growth of our Massachusetts economy.  The good news is that there are a lot of people working in this state.  The bad news is that we have ignored many of them.”

“ We have an overlooked and unappreciated resource and it’s overdue to have policy makers  pay real attention to growing this sector.  It is heart of our economic future,” Sullivan said.   

