Overview of Small Business

Appendix 3

Small businesses play an essential role in California’s regional economies and industry sectors, having
generated an annual payroll of $204.1 billion in 2012. One of the challenges public policy makers have
in discussing small businesses is the variety of definitions of small business, which often vary by
program and industry. Small businesses are in some cases defined by their number of employees and in

other cases they are defined by gross receipts and/or other financial data.

The chart below illustrates, the actual employment size of the greatest number of businesses is very low.
Nearly 90% of all businesses have fewer than 20 employees. The 20 employee threshold is also
important relative to job creation. Separate research undertaken by the U.S. Census Bureau and the
Kauffman Foundation have shown that net new job creation is reported to be highest among businesses
with fewer than 20 employees.

2011 Business Profile By Size (excludes non-employer firms)

Area Employment | Number . Annual Payroll
Description Size of Eirms Percent of Firms Employees Percent of Jobs ($1,000)
United States Total 5,684,424 113,425,965 $5,164,897,905
12% of 11% of all
California Total 689,568 U.S. Firms 12,698,427 U.S. Jobs $663,570,657
62% of 0
United States 0-4 3,532,058 |  U.S. Firms 5,857,662 | 270 0fU.S. Jobs $230,422,086
62% of 5.5% of
California 0-4 429,139 CA Firms 702,508 CA Jobs $35,472,447
89.7% of U.S. 17.8% of
United States <20 5,104,014 Firms 20,250,874 U.S. Jobs $732,759,369
89.1% of CA 18.7% of
California <20 614,538 Firms 2,386,296 CA Jobs $99,417,066
98.2% of U.S. 34% of
United States 0-99 5,585,510 Firms 39,130,875 U.S. Jobs 1,478,844,420
97% of 36.1% of
California 0-99 672,360 CA Firms 4,587,628 CA Jobs 194,611,832
99.6% of U.S 48.4% of
United States <500 5,666,753 Firms 54,998,312 U.S. Jobs $2,169,353,973
99.1% of CA 49.8% of
California <500 683,999 Firms 6,331,871 CA Jobs $280,857,823
0.3% of 51.5% of
United States 500+ 17,671 U.S. Firms 58,427,653 U.S. Jobs $2,995,543,932




California

500+

5,569

0.8% of
CA Firms

50.1% of
6,366,556 CA Jobs $382,712,834

Source: U.S. Census http://www.census.gov/econ/susb/index.html

Small businesses play differing roles within industry sectors. The bullets below show the top three industry
sectors for California small businesses (employing 0-99 employees) by number of businesses:

The real estate and rental and leasing sector had the highest percentage of small businesses in
California, consisting of 98.1% of the firms in the sector.

The health care and social assistance sector had the second highest percentage of small businesses in
California, consisting of 97.8% of the firms in the sector.

The professional, scientific, and technical services sector had the third highest percentage of small
businesses in California, consisting of 97.7% of the firms in the sector.

Based on the number of employees, the top three industry sectors for California small businesses
(employing 0-99 employees) are:

The accommaodation and food services sector, which had the highest number of workers employed
by small businesses in California, with a total of 676,837 employees, consisting of 48% of
employment in the sector.

The health care and social assistance sector, which had the second highest number of workers
employed by small businesses in California, with a total of 574,968 employees, consisting of 33% of
employment in the sector.

The professional, scientific, and technical services, which had the third highest number of workers
employed by small businesses in California, with a total of 488,362 employees, consisting of 43% of
employment in the sector.
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