








JWOQDQFLOMWXWLRQV 7DLORWEND THE TRUST GAP*
&DS LWD6 XSS RIUBHO |

In underserved communities, many individuals turn
( PSOR\ H@GLYLGXDOV to self-employment. Yet, there's a significant trust
gap between these communities and both large
PWFCYoF[PCOGERO[ VIG UGNH GUW®REMENGrTial institutions and small community-based
MTKXGCU KWRCKNXKIGE® G P VTG RKIRG B 8 Wdndels. To mend this gap, financial institutions
EXTAIKT RLC VD UWEEGUU URKWIG K T should proactively work on building trust.
CPVIGRTGPGMT KERKCPR¥ TKXG OCP[ UG NH |6tRtiR& @QdukdRnclude forming and maintaining
KPKEXKFW CN WKHHEKE®&HFVWV NG U Y JGP \CHEE&hdhéhs within underserved communities,
ECRVCN FGGRDW IGRUIT QYJ &RF T GMIWK Wctively seeking and incorporating feedback on
KU UMWIGE KC NK KRARWR/E C Pl RNEETKVKECN prQdNds a8 services, and fostering an internal
ETGKPI KRCOKXNEGVVYKRQPU GEKREBRBKWEGN fultute that is inclusive and reflective of the
WK SWE&GFHIGUSNEBORNQ[GHPCPEKCN  communities engaged.?°
P UVKVWYVKQP U \EXGKE\DARIKEPXIEQ UV G T

GERQOKE ITQYRB GRG C KPEMNWUKX G
XK DAVC D W U KP Q@ W@ &Y CEN/LKWBRQTVKP%%\Z'FQHVV 6HUYLFH 3URYLC

KPXGIUWREBNH COREQRNG KPENWFKRP SRZHU WKH 6HOI (PSOR\
K PGRGPFGPVE QFOVEV Q T U - RUNMRUEH

, "(9(/237$,R25(" &$3,7%/ 352'8&7 6 Business service providers can significantly

5Q0U G N HRNEF & P F K X K FEEINWN GIE| G empower self-employed individuals by providing
CEEUKP| WAOVINKNY G UU EPRPTOBEKPYQ toolsand support to help them thrive in today’s
EQPQGNE T ®R TRVEVUPW VCRRGF OCTM a\nagig lengscgpe. By integrating self-employed
FHOTHKP CPEKCN RTQ@¥ WBACW KWIGIOWERG People into their service offerings, providers can
QMW GNHRNRQIBPFKXKHBWORWP KN FDC contribute to sector growth. Additionally, by
MEPFGTU CPHKPWCIEK CNWK P U g WANFOKKEEEPgy ting knowledge, facilitating fair relationships,

Dl FG PKPPGY ECRK WCR TEVWWY C F FT G@WG bridging benefits gaps, and fostering collaboration,
W PWEE ETW O BE/GU providers will enable self-employed individuals to

fulfill their potential, driving innovation,
5 ( $H ( 66 8'1 5:5.7.1*$3352%$&+ ( 6 entrepreneurship, and economic progress.

*KUVQTKB®WKPI TGNKGF QP HCEVQT UNKMWE(HE% 5 ERTIGE ECOSYSTEM
EQNSTCWU E®NK@CN[@BKRTQQH QH 9 FOR 6(/) (03/2<(' .1'.9.'8%/6
GORNQ[OGPV *QOKIRBTQCPJ EC

FKEECPVCIG DW WPETRIGFU WRINGT X G F 5GNH @[ F R ECTHEG W BKDNW VCENG U
EQOWKMWK G JGIWKP | EKN C#EE GEWRKYCOPF KQNEB VINQEKPGTMKEG RTQXKFGTU U
U KK HKE PR KGRE G U D W U KRG ORF EGUIGF QY Vd§ HEKNCVG EQOOWPKV[ HQ
V TF& VACOQ W P AIGTRP | OGOV/CRFETNQ® M VBGRNG YJGWDPXGIPCWKGO KPW® EW
ROGPK CN QGORN QY KPP FK X KPWACINGW G UGEBKQT EWNRK)XCHTWIQPFTIOU PFGVYQTM
EQ O ORM VK G( K P GIPEKIC\PW WKIQ WON B GTBU G XRY UG G UBQOWK®K ECP RTQXREG UG U
VIGWFGTYTERREEJ GUWQ CRFI & JG OGPVDIKR MPQYNGFIG GZEJCPIG CPF
GZRGKGPEGUPGB CHN UG N6 Fc @R BN ®QON UMGP | VJIGPEGUKMNKGXGNQROGPV G
EWTTGP VFIO GO Z8 NTK EINV G TP C VK X 6Q THDE G

OGTKEU Y KINRKI® G

*To learn more about the trust gap, read AEO’s report,
MENDING THE TAPESTRY: BUILDING TRUST AND
STRENGTHENING BLACK BUSINESS OWNERSHIP IN

14 | 6HOI (PSOR\PHQW AMERICA.



Il. EDUCATION AND ADVOCACY: PROMOTE

UNDERSTANDING OF THE INDEPENDENT
CONTRACTING RELATIONSHIP

The independent contracting relationship presents
opportunities for microbusinesses to effectively
manage costs, maintain flexibility, and tap into
specialized skills on a temporary or project basis.
However, it is important for microbusinesses to
accurately classify their workers as either W-2
employees or independent contractors. Our
research encountered cases where independent
contractors believed they were misclassified. If a
business misclassifies a worker, then they can be
sued. Business service providers can educate their
networks on how to work with independent
contractors most responsibly.

Ill. GUIDE SELF-EMPLOYED INDIVIDUALS IN
NAVIGATING COMPLEX BUSINESS
RELATIONSHIPS

Self-employed people can benefit from
compliance and financial management education
so that they are better prepared to file taxes.
Therefore, business service providers should offer
practical skills beyond education. Providers can
deliver training and resources to help self-
employed individuals develop effective contract
negotiation and management strategies.
Additionally, providers can assist self-employed
individuals in navigating incorporation
complexities, including legal requirements,
paperwork, and ongoing compliance obligations
associated with each option. By demystifying
incorporation and offering tailored advice,
providers can empower self-employed individuals
to make informed decisions aligned with long-term
goals and business interests.

IV. COLLECTIVE STRENGTH: BRIDGING

BENEFITS GAPS THROUGH SHARING AND
COLLABORATION

Some of the most expensive challenges that self-
employed individuals face include the need to
cover their own health insurance and retirement
plans and the cost of their work equipment.
Providers can foster cost-sharing initiatives,
offering group health insurance and equipment-
sharing solutions. These programs and supports
will help providers bridge the benefits gap and
enhance the well-being of self-employed people.

By aligning their strategies, policymakers, financial
institutions, and business service providers can
strengthen the self-employed sector. Through
this work, they will foster innovation and job
creation across the microbusiness economy.

Conclusion

The Association for Enterprise
Opportunity's research sheds light on the
role of self-employed people and
independent contracting in fueling a
flourishing microbusiness economy.
Contrary to misconceptions, self-
employment is not a last resort but a
preferred choice for most self-employed
people. The desire for freedom,
flexibility, and control over one's career
resonates strongly among self-employed
individuals.

This sector has the potential to drive
inclusive economic growth by facilitating
business ownership, granting
microbusinesses access to specialized
services and flexible workforce solutions,
and offering opportunities for historically
marginalized communities and individuals
with diverse personal and professional
commitments. Further research is
essential to understand the challenges
individuals face in navigating the
instability of self-employment, the factors
influencing the choice to become and
remain self-employed, the impact of self-
employment on households, and how
society can enhance the sustainability of
self-employment and increase
accessibility to business ownership,
especially for entrepreneurs from
underserved communities.

While there are challenges to self-
employment, they are not
insurmountable. A nuanced policy
approach that addresses the evolving
nature of work, acknowledges diverse
work preferences, improves access to
capital, and provides specialized business
services can support the thriving
community of self-employed people.

The self-employed sector, characterized
by its entrepreneurial spirit, innovation,
and adaptability, has the power to mold a
more inclusive and resilient economy.
Embracing this potential requires
creating an environment that fosters the
thriving of self-employed people,
allowing them to contribute significantly
to the continually evolving microbusiness
landscape.
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Appendix

Research Methodology

We employed a comprehensive interview
methodology to gather the necessary information
for our report. We took the following steps to
ensure a diverse range of perspectives from self-
employed individuals who receive 1099 forms:

PERSONAL OUTREACH: AEO staff reached out
to individuals known to be self-employed or
operating as freelancers, gig workers,
independent contractors, single-member LLCs, or
sole proprietors. Through this method, we aimed
to connect with self-employed individuals who
receive 1099-MISC, 1099-NEC, or 1099-K forms
for tax purposes.

OUTREACH WITHIN AEO COHORTS: We
contacted current business owners actively
involved in AEO cohorts. By leveraging the
existing network and connections within AEO, we
identified and approached individuals who fit our
criteria as self-employed individuals receiving
1099 forms.
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LINKEDIN POST: AEO made a single post on its
LinkedIn platform to attract potential
interviewees. This broader outreach aimed to
engage with a wider audience of self-employed
individuals who could provide valuable insights
based on their experiences with 1099 forms.

In total, we conducted 14 interviews through these
outreach efforts. While this sample size is small, we
captured a wide array of perspectives and case
studies within the self-employed community.
Specifically, we interviewed based on diversity of
geographic location, gender, race, and years of
experience.

The interviews were conducted virtually during the
week of March 6, 2023. To compensate the
interviewees for their time and insights, each
participant received a $100 Amazon gift card. The
interviews were no longer than one hour, and the
information shared was kept confidential.

At the beginning of each interview, participants
described their self-employment arrangement and
confirmed whether they received a 1099 form (such
as 1099-MISC, 1099-NEC, or 1099-K) for tax
purposes related to their self-employment. This
confirmation helped ensure the interviewees met
our target criteria and provided insights relevant to
our research.



By following this interview methodology, we aimed
to gather comprehensive and diverse insights from
self-employed individuals who receive 1099 forms,
contributing valuable information to our report.

SURVEY METHODOLOGY &
DEMOGRAPHICS

We employed a survey methodology using Qualtrics
panels to collect data for our report. In contracting
with Qualtrics, we prioritized targeting individuals
with experience in one of the three primary groups
of self-employed individuals , and we set quotas for
the demographic markers of age, gender, region,
and race for natural fallout. The following
information outlines the additional details of our
survey methodology:

DATA COLLECTION: AEO utilized Qualtrics panels
to field the survey. The survey was conducted from
February 17 to March 10, 2023, allowing us to gather
responses over three weeks.

SAMPLE SIZE: We captured a total of 936
responses. These respondents provided valuable
insights and perspectives related to self-employment
and business ownership.

DEMOGRAPHIC PROFILE OF THE SAMPLE:

e Age: The majority of respondents (85%) fell
within the 25 to 64 age range. The largest
age group was 55 to 64 (30%).

e Gender: The sample skewed toward
identifying as female (52%).

e Transgender Identification: Approximately
5% of the sample identified as transgender.

e Sexual Orientation: Nearly 13% of
respondents identified as bisexual (7%) or
Gay/Lesbian (5%).

* Race: The majority of respondents identified
as White (76%),followed by Black orAfrican
American (13%).

¢ Hispanic Identification: Almost one-fifth of
respondents identified as Hispanic (17%).

e Education: A significant proportion of
survey respondents had at least a 2-year
degree after high school (54%). Roughly
three-quarters of respondents had
completed at least some college-level
education (76%) and another 5% attended
technical, trade, or vocational school. Only
13 respondents reported not finishing high
school.

e Disability: Around 10% of respondents
reported having a disability that may affect
their experiences related to their business.

e Returning Citizens: Less than one-
tenth of respondents identified as
returning citizens (8%).

e Veterans: A little over one-tenth of
respondents identified as veterans
(11%).

e Geographic Distribution: The largest
category of respondents was from the
Southern region of the United States
(38%), followed by the West (24%),
Midwest (21%), and Northeast (17%).

SAMPLE COMPOSITION: The survey outreach
targeted three types of self-employed people, and
the sample aimed to distribute respondents evenly
between the three groups.

e The largest group represented in the
sample were self-identified business
owners, comprising 35% of the sample.

e The second largest group in the sample
were categorized as specialists (34%).
These survey respondents self-identified
as contractors (20%), consultants (5%),
and freelancers (9%).

e Nearly one-third of survey respondents
self-identified as gig workers (31%).

e Notably, one out of the 936 survey
respondents self-identified as an
employee.

By conducting the survey using these
methodologies, we obtained diverse responses
from individuals representing various
demographics and self-employment categories.
The approach provided us with a comprehensive
data set to inform our report. However, it is
important to note that the demographics of this
sample were not designed to be representative of
the self-employed sector as a whole.

STUDYLIMITATIONS

The project's main goal was to gather insights on
self-employed individuals, but we acknowledge
limitations in our methodology and sample
selection. Despite confidence in our findings'
indicative power, these constraints exist. Future
AEO research aims to improve by creating a more
representative sample and using a larger size for
enhanced statistical precision. Despite efforts to
mitigate challenges, these are intrinsic and must
be considered for proper contextualization.
Nevertheless, the research remains valuable,
offering a foundational understanding of the
experiences and perspectives of self-employed
individuals and illuminating a dynamic segment of
the U.S. workforce.
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