NatioNAL WOMEN’S
Business CounciL

Fact Sheet

January 2005

ADVISORS TO THE PRESIDENT,
CONGRESS AND THE SBA

African American Women and Entrepreneurship

Minority women-owned businesses are a growing force in the U.S. economy. Firms owned by women of color now represent 21 percent of
all privately-held, majority-owned firms in the U.S. and they are growing in numbers at fully six times the rate of all U.S. firms.! In
recognition of Black History Month (February), the National Women’s Business Council has compiled the following facts about African
American women business owners.

e As of 2004, there are an estimated 414,472 major-
ity-owned, privately-held firms owned by African
American women in the U.S., employing neatly
254,000 people and generating $19.5 billion in
sales.!

e Between 1997 and 2004, the number of African
American women-owned firms increased by 33%,
employment grew by 50%, and sales rose by 44.!

e Some 10 million American adults are involved in
the process of starting nearly six million potential
new businesses at any one time, with African
Americans 50% more likely to start a business than
whites.?

e Among CEOs of African American “gazelle” busi-
nesses—that is, firms that have grown at a rate of
5% over the past five years—the greatest influence
on the decision to start their business was the de-
sire to exercise more control over their own des-
tiny, with more than 80% indicating that this played
a significant role in their decision. Other important
motivations included the desire to use their man-
agement experience and education (75%), desire to
build personal wealth (71%), desire to serve their
community (71%), and desire to overcome racial
bartiers (60%).3

e African American women business owners are
more likely than their Latina, Asian and Caucasian
counterparts to say that they want to be a role
model for others and that they want to make a dif-
ference in their communities as business owners. 4

e Two in five (39%) of all African American-owned
firms are owned by women. African American
women-owned firms employ 32% of the workers in
African American-owned firms and generate 20%
of the sales. !

e Over one-quarter (29%) of minority women-owned
firms are owned by African Americans. Firms

owned by African American women now represent
6% of all privately-held, majority-owned women-
owned firms in the U.S.1

African American women have a higher propensity
for entrepreneurship than white or Hispanic
women, who are about equally as likely to attempt
to start a business.?

The 10 states with the greatest number of African
American women-owned firms as of 2002 are: New
York; 2) Florida; 3) Illinois; 4) California; 5) Geor-
gia; 6) Texas; 7) Maryland; 8) North Carolina; 9)
Michigan; and 10) Virginia.>

The states where African American women-owned
firms comprise the greatest share of all women-
owned firms as of 2002 are: 1) District of Columbia
(30%); Maryland (16%); 3) Mississippi (15%); 4)
Georgia (14%); 5) Louisiana and New York (tied—
12%); 7) 1llinois and South Carolina (tied—1%);
and 9) Delaware, Alabama and North Carolina
(tied—10%).5

More than two-thirds (68%) of the African Ameri-
can women-owned employer business locations in
existence in 1997 were still in operation three years
later. This is somewhat lower than the survival rate
among all women-owned employer establishments,
which was 75% for the 1997 to 2000 period. ¢

The ten states with the highest survival rates from
1997 to 2000 among African American women-
owned employer establishments were: Oklahoma
(89% survival); New York (87%); Arizona (83%);
Maryland (81%); Nebraska (81%); Alabama (79%);
Michigan (78%); Wisconsin (78%); Pennsylvania
(77%); and Washington (77%).6

Looking at those African American women-owned
employer firms that were in business in 1997, there
was a net loss of employment of 21.8% between
1997 and 2000.* Among all women-owned em-

*Establishments formed after 1997 are not included in this calculation. See complete report for additional informa-

ton.



ployer firms, the decline in employment was 4.2%
over the period. Therefore, the overall decline in
employment from 1997 to 2000 was much larger
among African American women-owned employer
firms than among all women-owned employer
firms.6

e Compared to other women business owners, Afri-
can American women business owners ate mote
likely to start or acquire their firms alone (72%),
and to currently be the sole owner of their firms
(80%).4

e Neartly half (47%) of African American women
business owners say they have encountered obsta-
cles or difficulties when trying to obtain business

financing in the past, compared to 28% of white
women business owners, 27% of Latina business
owners, and 22% of Asian women business own-
ers.#

The impact of urban context varies for whites, Af-
rican Americans and Hispanics. For white and Af-
rican American men and women, the tendency to
initiate start-up efforts is greatest among those liv-
ing in more urban areas. But for Hispanic men and
women, the highest levels of activity are in non-
urban areas.?
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The National Women’s Business Council is a bi-partisan federal government council created to serve as an independ-
ent soutce of advice and counsel to the President, Congtess, and the U.S. Small Business Administration on eco-
nomic issues of importance to women business owners. Members of the Council are prominent women business
owners and leaders of women’s business organizations. For more information about the Council, its mission and ac-
tivities, contact: National Women’s Business Council, 409 31 Street, SW, Suite 210, Washington, DC 20024; phone:
202-205-3850; fax: 202-205-6825; e-mail: info@nwbc.gov , Web site: http://www.nwbe.gov.
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