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Why does entrepreneurship matter?

Entrepreneurship plays an integral role in the health of our global 
economy. Global markets, the labor market composition and 
influencers are changing more rapidly than ever.

Entrepreneurship drives economic output as well as job creation 
throughout the global economy, and innovation disrupts industries and 
leads to new breakthroughs that have positive impacts on society. 

But is there a clear understanding about what drives, supports, sustains 
and stimulates entrepreneurship? There is still a lot to learn. To keep 
pace in an increasingly dynamic world, it is important to understand 
the current entrepreneurial environment and learn from trends.
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What is the Trends in Entrepreneurship Report?

This report gives timely insights into the topics that significantly affect 
entrepreneurs, funders, ecosystem partners, policymakers and others 
in the innovation economy by combining data with expert analysis.

The report also translates rigorous academic research to ensure 
findings are accessible and actionable for the broader entrepreneurial 
ŎƻƳƳǳƴƛǘȅΣ ŀƛƳƛƴƎ ǘƻ ƛƴŦƻǊƳ ǇǊŀŎǘƛǘƛƻƴŜǊǎΩ ŘŜŎƛǎƛƻƴǎ ŀƴŘ ŜƴŎƻǳǊŀƎŜ 
further exploration of research ideas by scholars. 
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What is in the report?
The following represents the first version of the Trends in Entrepreneurship 
Report. The report will continue to evolve, building on the current analysis and 
introducing new topic areas that are timely and relevant.

Currently, the report analyzes a number of different subject areas to highlight 
trends and ensure the facts around entrepreneurship are known and well 
understood.It also highlights a number of subject areas that are still being 
debated by many thought leaders. The hope is that by understanding all sides 
of those positions, practitioners and policymakers can make better decisions.

Finally, this report highlights gaps in the current research and literature to 
stimulate further academic exploration and research in these areas. If you have 
ideas for future research or questions about the report, please reach out to us 
at frontiers@kenan-flagler.unc.edu.
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Laying the Groundwork:
The State of American Business  
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State of American Business: Trying to Boom

7

ÅDespite rapid rebound in employer firms 
post-crisis, the most recent data (2016) 
are still below the pre-crisis peak.

ÅThe labor force, which has surpassed 
Great Recession levels, has been growing 
steadily since 2012.

U.S. Census Definitions (SUSB Data):

Firm: The U.S. Census categorizes a firm as a business 
organization with one or more domestic 
establishments in the same state and industry.

Employer firm: A firm that employs at least one 
employee.

Labor force: Sum of employed and unemployed. This 
measures people who are working or actively seeking 
employment. 

5,500

5,600

5,700

5,800

5,900

6,000

6,100

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

In
 t

h
o

u
sa

n
d
s

Total Number of Employer Firms

148,000

150,000

152,000

154,000

156,000

158,000

160,000

162,000

164,000

200720082009201020112012201320142015201620172018

In
 t
h

o
u

sa
n
d

s

Labor Force

NBER Recession

Source: U.S. Census Bureau, SUSB Annual Data; BLS; FRED for Recession data 



FRONTIERS of ENTREPRENEURSHIP | 2020 TRENDS REPORT | FRONTIERS.UNC.EDU

Stateof American Business: Tight Labor Market? Maybe.

8

What is a tight labor market?An economy where there are more jobs than workers able to fulfill those jobs. Generally, 
an overall wage increase is seen in tight labor markets.

Is the United States in a tight labor market now? Probably yes, but with some hesitation.

ÅSince 2009, the U.S. economy has added 7.9 million jobs, and unemployment rates have fallen from near 10% in 2009 to 
3.5% in 2019.

ÅBy contrast, the labor force has increased by 22 million, implying a net 14 million do not have and are not seeking jobs, 
leading to decreases in labor force participation.

ÅSlower wage growth:
o Wage growth is increasing more slowly than pre-Great Recession and dot-com bust.
o Growth is not consistent across workers. College-educated workers experienced less wage growth compared to 

historical trends, while workers with high school degrees or less experienced relatively strong wage growth.
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State of American Business: Gig Economy is Growing, 
but Data Collection Remains a Problem

9

ÅThere is no clear definition of the gig economy, which has sparked a debate on how to accurately collect data 
and measure its true impact and size.

ÅHowever, some of the growth in non-employer establishments is believed to be due to the growth in the gig 
economy.

o For example, the number of non-ŜƳǇƭƻȅŜǊǎ ŎƭŀǎǎƛŦƛŜŘ ƛƴ ά¢ŀȄƛ ŀƴŘ [ƛƳƻǳǎƛƴŜ {ŜǊǾƛŎŜǎέ ǘǊƛǇƭŜŘ ōŜǘǿŜŜƴ 
2013 and 2016. By 2015, 73% of the new entrants had another source of employment income. 
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Definitions:

Establishment: A single location at which 
business is conducted or services are 
performed.

Non-employer establishment: A business with 
no paid employees, annual business receipts of 
$1,000 or more, and is subject to federal 
income tax. Each distinct filed income tax 
return is counted as an establishment. 

Source: U.S. Census Bureau, NonemployerStatistics (NES)
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Importance of Firm Segmentation for Analysis

10

Segmenting types of firms is critical to understanding their individual needs when it comes to a variety of factors 
including, but not limited to, business support, funding, and policy. There are multiple ways to segment firm types. 
Historically, there has been a focus on the importance of manufacturing firms. However, focusing on manufacturing 
may lead to missing critical nuances of growth and innovation within the U.S. economy. Traditionally, business-to-
ōǳǎƛƴŜǎǎ όŜΦƎΦΣ ǎǳǇǇƭȅ ŎƘŀƛƴύ ŦƛǊƳǎΩ ŎƻƴǘǊƛōǳǘƛƻƴǎ ǘƻ ƻǾŜǊŀƭƭ ƎǊƻǿǘƘ ŀƴŘ ƛƴƴƻǾŀǘƛƻƴ ƘŀǾŜ ōŜŜƴ ƻǾŜǊƭƻƻƪŜŘΣ ōǳǘ ƴŜǿ 
research indicates that supply chain firms are critical for growth. 

Local Firms

Main Street firms selling 
primarily in their local 

market

Å ~71 million employed in 2016
Å Thought of as mom and pop shops
Å Does not include healthcare
Å ¢ŜƴŘ ǘƻ ōŜ ǇǊƻǇƻǊǘƛƻƴŀƭ ǘƻ ǘƘŜ ǊŜƎƛƻƴΩǎ ǎƛȊŜ

Traded Firms

Firms selling beyond their 
local markets

Å ~43 million employed in 2016
Å Firms that are located in one region but sell products/services across 

regions and/or countries
Å Traditionally, economic development policies have focused on these 

firms

One approach: A breakdown by geographical target market - local firms vs. traded firms

Source: Delgado & Mills, 2016; Delgado & Mills, 2018; U.S. Cluster Mapping; U.S. Census Bureau, SUSB Annual Data
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Importance of Segmentation (continued)

11

It is important to note that these segmentations are not mutually exclusive, nor exhaustive. For example, there has 
also been a lot of analysis on high tech firms (see next slide) which may also be examined on the basis of B2C and 
B2B. In addition, we can also segment firms by where they sell to geographically and whom they sell to. The 
important takeaway is that in order to understand the data and how to interpret it, we must understand what was 
being analyzed.

Anotherapproach: A breakdown of to whom a firm sells - business to consumer firms vs. supply chain firms

Business to Consumer Firms (B2C)Å ~71 million employed in 2016
Å Firms that sell primarily to consumers and are critical to consumer spending

Supply Chain Firms

(Business to Business(B2B))

Å ~48 million employed in 2016
Å Firms that sell most of their goods to other businesses or to the government
Å Not just manufacturers, these firms -- as part of the larger commercial and 

governmental supply chain -- are critical to the economy
Å Firms may sell to multiple industries, implying that innovations developed by supply 

chain firms have a wide impact on many industries
Å High level of STEM workers

Source: Delgado & Mills, 2016; Delgado & Mills, 2018; U.S. Cluster Mapping; U.S. Census Bureau, SUSB Annual Data; Bureau of Economic Analysis
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High-tech Firms: Small Percentage, Big Impact

12

Impact on Employment:

Å High tech is a growing portion of the overall labor force, increasing from 
5.26% in 2007 to 6.4% in 2016, excluding the federal government and 
management companies. When included, they account for 9.9%.

Å High-tech median wages are higher than non-high-tech median wages.

Å High-tech jobs returned and surpassed pre-Great Recession levels sooner 
than non-high-tech jobs.

Impact on U.S. Output:

Å Although accounting for a small portion of overall employment, high-tech 
is responsible for a much larger portion of overall output. Using the BLS 
definition (which includes federal government and management of 
companies) high-tech accounts for 18% of total U.S. output in 2016.

Å High-tech jobs are becoming more prevalent in service-providing 
industries. 
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Startups(firms less than one year old) account 
for 20% of new job creation each year in the 
U.S. and drive innovation and increased 
competition in markets.

High-Growth firms(firms growing at more 
than 25% employment each year) are younger 
and account for almost 50% of new job 
creation in the U.S. per year.

10%
20%

50%

Total Firms New Jobs New Jobs

Young Firms Are Critical to Economic Health

Source: Decker, Haltiwanger, Jarmin, & Miranda, 2014; Decker, Haltiwanger, Jarmin, & Miranda, 2016
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Where High Growth Business is Booming in America

14

Three-year revenue growth according to Inc. 5000 
fastest growing privately held U.S. companies:  

Most of the high growth is seen 
in metropolitan areas. 
According to the Brookings 
Institution, micropolitanand rural 
areas are headquarters for just 
2%of Inc. 5000 high-growth 
firms. 
Analysis from Brookings shows 
the top 10 high-growth company 
dense areas are: Boulder, Colo.; 
Provo, Utah; Washington, D.C.; 
Huntsville, Ala.; Austin, Texas; Salt 
Lake City, Utah; San Francisco, 
Calif.; Atlanta, Ga.;  Boston, 
Mass.; and San Diego, Calif.

Source: Inc. 5000, Hathaway 2018
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Changing Industry Composition of Economy & Public 
Companies

15

The U.S. economy continues to shift 
away from producing goods toward 
providing services.
The makeup of public companies 
reflects this shift.  In 1960, less than 
20% of public market cap was in 
financial services, healthcare, or other 
services.  
Now, more than half of public 
companies are services, with finance 
experiencing the largest growth.
In contrast, basic goods have declined 
from nearly 60% of value in the 1960s 
to only 22% today. 
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The State of Entrepreneurship: 
Is it Really in Decline? 
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Two Schools of Thought

ÅYes. There has been a decline in entrepreneurship as seen by the U.S. 
Business Dynamism data.

ÅNot exactly.If quality of ventures is taken into account, overall quality 
of entrepreneurship has increased and higher quality, high-growth 
ventures have received increased levels of funding.

ÅOther trends affecting the view of the decline in entrepreneurship are 
related to R&D and technology entrepreneurs.

17
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Entrepreneurship is in Decline

18

ÅThere has been a steady decline in the firm and 
establishment startup entry and exit rates, indicating 
a downward trend in U.S. Business Dynamics 
Statistics.

ÅThe decline in firm entry is most pronounced among 
fast-growing young firms. This is troubling since fast-
growing young firms have traditionally been a large 
source of economic growth and innovation.

ÅEvidence demonstrates a declining trend in job 
reallocation rates. Job reallocation, which is the sum 
of job creation and destruction, has historically been 
seen as a measure of moving resources to more 
productive businesses. 

Definition:
Business dynamism: Business Dynamism is the process of job creation and destruction, establishment birth and deaths, and 
firm startups and shutdowns.

²Ƙȅ ŘƻŜǎ ƛǘ ƳŀǘǘŜǊΚ ά/ǊŜŀǘƛǾŜ ŘŜǎǘǊǳŎǘƛƻƴέΣ άōǳǎƛƴŜǎǎ ŎƘǳǊƴέ ƻǊ άǳǇ-ƻǊ ƻǳǘέ ǇǊƻŎŜǎǎ ƛǎ ŎǊƛǘƛŎŀƭ ŦƻǊ ƛƴƴƻǾŀǘƛƻƴΣ ŜŎƻƴƻƳƛŎ Ƨƻō 
creation and growth and competition. With less economic churn, there tends to be less job switching, less job growth, small 
wage increases and lower overall productivity.
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However, Entrepreneurship Quality is Increasing

19

ά{ƛƳǇƭȅ ǇǳǘΣ ŀƭǘŜǊƴŀǘƛǾŜ ŘŜŦƛƴƛǘƛƻƴǎ ƻŦ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇ ǎǳƎƎŜǎǘ ŘƛŦŦŜǊŜƴǘ 
ŀǎǎŜǎǎƳŜƴǘǎ ƻŦ ǘƘŜ ǎǘŀǘŜ ƻŦ !ƳŜǊƛŎŀƴ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇΦέ - Guzman and Stern, 2016

ÅEntrepreneurship, especially high-quality entrepreneurship, follows a cyclical pattern and is affected by the 
overall market.

ÅThere is an upward trend of higher quality startups. The overall level of high-quality startups was higher 
from 2000 to 2010 than from 1990 to 1995.

ÅStarting in 2010, there was another upward trend of high-quality firms.

ÅThere has been an increasing trend of venture capital funding of growth-oriented firms since the Great 
Recession. 

How to measure high quality?
Guzman and Stern developed a new methodology for capturing the differences in startup quality. Using 
predictive analytics along with firm registration, firm characteristics and other variables, the authors developed 
three statistical instruments to measure quality of entrepreneurship. 

Source: Guzman, J., & Stern, S. (2016). The State of American Entrepreneurship: New Estimates of the Quality and Quantity of Entrepreneurship for 32 U.S. States, 1988-2014 (Working Paper No. 22095). 
https://doi.org/10.3386/w22095
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The Decline of Science in Corporate R&D

ÅBetween 1980 and 2006, large U.S. firms have become less focused 
on creating new knowledge through publishing basic research. 
Instead, they focus more on developing and commercializing existing 
knowledge. 

ÅThe decline in publications is evident across a range of industries.

-60% +100%
Average annual number of publications by firms that 

publish, 1980-2006
Average annual number of firm patents, 1980-2006

Source: Arora, A., Belenzon, S., & Patacconi, A. (2018). The decline of science in corporate R&D. Strategic Management Journal, 39(1), 3ς32. https://doi.org/10.1002/smj.2693
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EXPERT INSIGHT

To understand trends in technology entrepreneurship and firm founding, we can look at 
leading indicators such as R&D investment in earlier years.

Å From where do technology entrepreneurs come? Based on research in strategy and technology 
entrepreneurship, scientists working in academic or corporate laboratories as well as employees of 
technology firms are the most likely to found technology startups.** Their prior academic and 
corporate employment puts them in prime position to gain expertise and identify entrepreneurial 
opportunities.

Å When corporate R&D labs reduce their investment in science, as has been the case during the past 
decade, it is possible that these prospective technology entrepreneurs can identify fewer 
technological opportunities. Fewer instances of technology entrepreneurship may then ensue.

21

Mahka Moeen
The Schulze Family Foundation Distinguished Assistant Professor of Entrepreneurship, UNC Kenan-Flagler Business 
School

Dr. Moeenis a Schulze Distinguished Assistant Professor of Entrepreneurship. Her research focuses on the co-evolution of entrepreneurial
firms and nascent industries. She seeks to understand the entrepreneurial strategies that firms undertake during early industry stages and 
even prior to the first ever commercialization within an industry context. She is also the recipient of the 2017 Emerging Scholar Award in 
Innovation and Entrepreneurship from the Industry Studies Association and the 2016 Kauffman Junior Faculty Fellowship. She serves on 
the editorial boards of the Strategic Management Journal, Organization Science, and Strategic Entrepreneurship Journal.
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EXPERT INSIGHT

Å IŜǊŜΩǎ ŀƴ ŜȄŀƳǇƭŜ ƻŦ ŀ ŎŀǎŜ ǿƘŜǊŜ ǿŜ ƴŜŜŘ ōŜǘǘŜǊ ŘŀǘŀΦ ¢ƘŜ ƴǳƳōŜǊǎ ǎƘƻǿƛƴƎ ŀ ŘŜŎƭƛƴŜ ƛƴ 
entrepreneurship are based on the census data, which captures lots of cases that most people 
would not consider entrepreneurship, more cases of self-employment than of founding a firm. 

Å DǳȊƳŀƴ ŀƴŘ {ǘŜǊƴΩǎ ƴǳƳōŜǊǎΣ ǿƘƛƭŜ ŀ ǳǎŜŦǳƭ ƛƴƴƻǾŀǘƛƻƴΣ ǎƪŜǿ ǘƻǿŀǊŘ ŎŀǇǘǳǊƛƴƎ ŀ ǇŀǊǘƛŎǳƭŀǊ 
type of startup, companies that are attractive to venture capitalists. But venture capital funds 
only a small fraction of startups, even of the fastest-growing firms, so their numbers cover only 
a fraction of the ecosystem.

Å Considering a broader range of indicators, it seems likely that entrepreneurship has declined 
somewhat but has also shifted in its nature and focus. 
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Professor Sorenson's research interestsinclude economic geography, economic sociology, entrepreneurship, organizational ecology, the 
sociology and management of science and technology, and business and corporate strategy. His most extensive line of research examines 
how social networks affect transactions, thereby shaping the geography and evolution of industries. Although Professor Sorenson has 
investigated these issues in a wide variety of settings, including banking, biotechnology, and footwear manufacturing, he hasmost 
extensively studied the entertainment industries and venture capital. Prior to joining the Yale School of Management, Professor Sorenson 
held the Jeffrey S. Skoll/ƘŀƛǊ ƛƴ ¢ŜŎƘƴƛŎŀƭ LƴƴƻǾŀǘƛƻƴ ŀƴŘ 9ƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇ ŀǘ ǘƘŜ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ ¢ƻǊƻƴǘƻΩǎ RotmanSchool of Management. 
He has also taught at the University of Chicago, UCLA and London Business School.




























































































































































































































































































































