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The first step to reversing the trend is mind-boggling.
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F
or the first time in American history, more 
businesses are closing than starting up, a tectonic 
shift, and a disaster for our economic future. The 

way to fix that, according to Gallup, venture capitalists 
and politicians, is to convince you that eighty percent 
of all businesses are irrelevant. To solve the crisis, 
they want the nation to fixate instead on finding a tiny 
percentage of early stage startups they call “high-
growth” businesses, that no one, including them, can 
identify. It’s crazy, but they’re convinced that will make 
the crisis all go away.

The first step to reversing the trend is mind-boggling. 
It’s to convince you and politicians that over 22.7 
million businesses actually don’t even exist.

You Don’t Exist
Jim Clifton, Chairman and CEO of Gallup, stunningly 
asserts, “20 million of the 26 million reported 
businesses are inactive companies that have no sales, 
profits, customers or workers. The only number that 
is useful and instructive is the 6 million current 
operating businesses with one or more employees.”

This is wrong on so many levels: inaccurate, twisted, 
and misleading, to name a few. Clifton and Gallup’s 
anti-small business agenda is exposed by the facts.

Nonemployer Businesses Are Alive and 
Well
The latest U.S. Census data available shows 22.7 
million nonemployer businesses, not 20 million. These 
companies comprise 80% of all businesses in America. 
To even be counted, nonemployer firms must have 
a minimum of $1,000 in receipts. Not a single one 
is inactive. Further, the average receipts for these 
supposedly mythical businesses is $45,344, and they 
constitute over $1 trillion a year in revenue. 

2.3 million of them have $100,000 to $5 million in 
revenue, and hundreds have well over $5 million in 
receipts. And most of it goes directly to salary, which 
makes that $1 trillion exponentially more powerful 
to the U.S. economy than the revenue of giant 
corporations sheltering their earnings offshore and 
every other way possible.

This is an irresponsible statement by the leader of a 
research company that we should be able to take at 
his word. Why does Clifton want to make 22.7 million 
business owners simply disappear? Venture capitalists 
have the same agenda.

You’re Just a Mom and Pop
Scott Case, former CEO of the epically failed 
Startup America partnership said, “Small 
business owners, if they fail at their first attempt, 
they’ll immediately go take a job in their industry. 
The local salon owner who doesn’t make it will 
go cut hair for someone else. But not a startup 
founder. A founder will shut down their business 
and just start again. And that’s the fuel that 
drives the market ahead.” He goes on to say 
“founders” are people involved with “high-
growth” startups that want to become giant 
corporations. He describes them as “special” and 
different from “mom and pops”. Pejoratives like 
“mom and pop” rule amongst the economic elite-
-if you don’t want to be a giant, you’re a mom and 
pop.

The arrogance is palpable and the motive seems 
clear. VCs and cheerleaders like Clifton and 
Gallup are focused on high-growth startups that 
intend to become huge, who, in the process will 
enrich the venture capitalists. To get politicians 
to refocus, they casually claim everything from 
40% of net new jobs to virtually all jobs come 
from these very few freaks. It’s a wonder that we 
ever got along without focusing on them before.

http://www.brookings.edu/~/media/research/files/papers/2014/05/declining%20business%20dynamism%20litan/declining_business_dynamism_hathaway_litan.pdf%20
http://www.brookings.edu/~/media/research/files/papers/2014/05/declining%20business%20dynamism%20litan/declining_business_dynamism_hathaway_litan.pdf%20
http://www.gallup.com/businessjournal/180431/american-entrepreneurship-dead-alive.aspx
http://www.gallup.com/businessjournal/180431/american-entrepreneurship-dead-alive.aspx
http://censtats.census.gov/cgi-bin/nonemployer/nonsect.pl
http://censtats.census.gov/cgi-bin/nonemployer/nonsect.pl
https://www.census.gov/epcd/nonemployer/view/define.html
http://censtats.census.gov/cgi-bin/nonemployer/nonsect.pl%20
http://censtats.census.gov/cgi-bin/nonemployer/nonsect.pl%20
http://www.forbes.com/sites/jasonnazar/2013/09/09/16-surprising-statistics-about-small-businesses/
http://steveblank.com/2011/02/08/startup-america-dead-on-arrival/
http://steveblank.com/2011/02/08/startup-america-dead-on-arrival/
http://www.eda.gov/oie/files/NACIE-Report-Access-to-Capital.pdf%20
http://www.jobs-council.com/recommendations/nurture-the-high-growth-enterprises-that-fuel-new-jobs/
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You’re Not Worth The Investment
Sadly, uninformed politicians with their hand out to 
rich VCs are playing along. Ignoring small business 
startups, they are enacting bills to give the VCs tax 
credits and expanding regulations and funding that go 
directly to VCs. Billions of dollars are now funneled 
straight to VCs through the SBA, and small business 
owners aren’t even allowed to apply.

They Don’t Know What They’re Talking 
About
The idea that ignoring millions of small business 
startups every year will reverse the business failure rate 
is ridiculous. 400,000 to 650,000 businesses start up 
every year, depending on the year. Less than 00.06% of 
them will ever in their lifecycle become a high-growth 
company (there are 28.4 million businesses in America; 
only 17,600 have 500 or more employees). That is so 
rare that it is nothing more than a statistical anomaly. 
Even if high-growth firms do create a lot of jobs, there 
isn’t a venture capitalist on earth who can identify high-
growth companies from “mom and pops” until long after 
they have already arrived, at which time they don’t need 
government coddling or even venture capitalists.

84% of the fastest growing companies in America 
never took venture capital. Almost all fast-growing 
firms start as zero to 1 employee startups, and nobody 
knows which one will actually grow. McDonalds was 
a hot dog stand for twelve years before they sold 
hamburgers and started to grow. The McDonald 
brothers never had a dream of becoming big, and 
every venture capitalist would have blown them off as 
a “mom and pop”. Their small business, slow-growth 
pattern is very typical of most high-growth companies.

Focusing on Small Business Startups is Our 
Best Hope
For the first time in our history, there are indeed 
more businesses dying in America than being born. 
Instead of helping grow more of every kind, VCs and 
anti-small business interests want to hijack this data 
and go running to congress for more special interest 
money, even attempting to make 22.7 million existing 
businesses disappear in the process. If we want more 
high-growth startups, the only sure way to do that is to 
focus on creating every kind of mom and pop possible, 
even hot dog stands, so the free market can decide 
which ones get to be big.

Clifton, Gallup, VCs and politicians don’t get to decide. 
And they shouldn’t play loose with the data to do it.

Full disclosure: Our company, Crankset Group, would 
be considered a high-growth startup by these guys, 
with well over 25% employee growth every year for 
over five years. I’d rather be lumped in with the 22.7 
million, thank you very much.
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