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________________________________________________________________________
Professor James McConnon and Thomas Allen, of the University of Maine, developed a methodology to examine the importance of microenterprise in local economies. State Microenterprise Associations in Maine and Minnesota found this analysis invaluable in their advocacy, fundraising and public education efforts.   AEO contacted Professor McConnon to obtain permission to share this methodology with other state microenterprise associations.  SMAs and others are free to replicate this product.  AEO asks that you do credit Professor McConnon and Thomas Allen for developing the methodology in any publications you produce. 
________________________________________________________________________
Microbusiness Statistics
Frequently Asked Questions

1. Microbusiness Statistics (MEBS)
How do you calculate the percentage of businesses that are microbusinesses?  I don’t understand how the “percent of businesses that are microbusinesses” column was calculated.

Data from the Census Bureau tell us the number of businesses in each state and county which employ at least one person beyond just the proprietor.  This data is listed in the column “Total Businesses With Employees”.

Data from these same sources also tells us how many businesses there are in each state and county that employ only the proprietor.  This data is listed in the column “Without Employees”.

The next step is to find out the total number of businesses in each state or county by adding the number from these two columns.  

In order to determine the percentage of businesses that are microenterprises, we need to know the total number of businesses in each county and state that meet our definition of a microenterprise, which is 1-5 employees (counting the proprietor).  The data in the column “Total Microenterprises” provides that information.  
We are now ready to divide the number of microenterprises from the column “Total Microenterprises” by the total number of businesses (sum of “Without Employees” and “Total Businesses w/Employees”) in the county or state.  You will see that this number matches the number in the column “Percent of Businesses that are Microbusinesses”.

The following example may help clarify this process.   We will use the 2014 MEBS profile of Connecticut as our example.  (See the chart below)
The total number of businesses in Connecticut’s Fairfield County with employees is 27,022 (this number includes the 14,896 microbusinesses with employees listed in the column “With 1-4 Employees).  The number of businesses in Fairfield County that employ only the proprietor is 90,880.  Therefore the total number of all businesses in Fairfield County is 117,902.
We know that the total number of microbusinesses in Fairfield County is 105,776.  To determine the percentage, we must divide 117,902 by 105,776.  This equals 89.72%, which is the number that appears in the column “Percent Microbusinesses” for Fairfield County on the Connecticut MEBS Profile.
This same process has been used to calculate the percentage of microbusinesses for every county and state. 
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2. MEES

How is Microbusiness employment calculated? 
AEO calculates the statewide Microbusiness employment rate: the total number of employees in microbusiness divided by the number of microbusiness employers. This statewide rate is then applied to the number of Microbusiness in each county.

How is the percent of Microbusiness employment in “% of Microbusiness in Total Private Non-Farm Employment” calculated? 
The Total Microbusiness Employment figure calculated above is divided into the Total Private Non-Farm Employment figure data provided by the U.S. Department of Commerce. 
How is the “Statewide Rural/suburban/Urban Breakout” calculated?
To calculate the “% of Employees Working for Microbusinesses (rural),” add up the “Total Microbusiness Employment” for the counties that are rural. Next, add up the “Total Non-Farm Employment” for the counties that are rural and divide the microbusiness employment by non-farm employment to account for all employees in a rural area. The same process is duplicated for urban and suburban counties.
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3.   Is the term “business” the same as “establishment” or “firm?”
We use the term “business” to describe any place that provides goods or services, despite the technical definitions of establishment or firm between the three data sets used here (U.S. Census’ County Business Patterns and Non-Employer Survey; Dept of Commerce Bureau of Economic Analysis’ County Employment Statistics). 
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Urban Microbusiness Employment


4.  How are urban and rural defined?
AEO consolidates the Economic Research Service continuum codes provided by the U.S. Department of Agricultures into three types.   These codes distinguish metro counties by size and non-metro counties by their degree of urbanization or proximity to metro area
USDA defines codes 1o to 3 as metro, and 4 to 9 as non-metro areas.  Codes 8 and 9 are completely rural.  Previously, AEO MEES reports depicted codes 4 through 7 as rural but in an update to these reports, AEO is now classifying these types of counties as “suburban” – non metro countries that are not completely rural.  
SOURCE: http://www.ers.usda.gov/data-products/rural-urban-continuum-codes.aspx
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Source: United States Department of Agriculature: Economic Research Service


�





�





 











 











  








Establishment: business at a single physical location (CBP*, BEA)





Non-employer business: no paid employees+ annual business receipts > $1000 + tax return (NES)





Firm: business with one or more establishment locations under common ownership or control* (CBP)





Businesses and US Census Definitions





* Establishment-size designations are determined by paid employment in the mid-March pay period. The size group "1 to 4" includes establishments that did not report any paid employees in the mid-March pay period but paid wages to at least one employee at some time during the year.


Sources: US Census Bureau, County Business Patterns (CBP), Notes 2011; Non-Employer Statistics (NES), Notes 2011; US Department of Commerce, Bureau of Economic Analysis (BEA), Notes 2011 
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