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“The philosophy of microenterprise assistance in the U.S. and in the developing world recognizes the fundamental ability of people to apply their individual talents, creativity and hard work to better their lives.”

· Edgecomb, Klein, Clark, 1996
What is Microenterprise? 
A microenterprise is a sole proprietorship, partnership or family business that has fewer than five employees. It is small enough to benefit from loans (and grants) under $35,000 and generally too small to access commercial banking services. Microenterprises are a subset of small businesses (which can have up to 500 employees and still be considered “small”). But in the majority of microenterprises, the owner is the sole operator and worker, leading many to refer to this phenomena as self-employment. Although these two terms are often used interchangeably, self-employment refers to the status of the business owner while microenterprise refers to a very small business. The size and type of production of these businesses varies considerably; however, they generally have a few common characteristics: 

       -  Job Creation: Most microenterprises create employment for the owner and often other family members.      

       -  Local Market: Microenterprises serve the needs of their neighbors and their communities.  

       -  Tiny Businesses: Microenterprises are often businesses that are unseen - perhaps the work is done from home 
          or within another business. 

Microenterprises span a very wide range of business types, of which, most are within the service or retail sector. The University of Montana Research and Training Center on Rural Issues for People with Disabilities has documented that entrepreneurs with disabilities have successfully operated a wide variety of microbusinesses including: accounting services, air condition repair services, auto body repair shops, bakeries, chiropractic practices, counseling services, real estate offices, restaurants, and welding shops, for example. 

Characteristics of Microentrepreneurs

According to a 2000 study commissioned by Accion USA, a nonprofit organization and the largest microlending network in the US, there are some 13.1 million microentrepreneurs across the country.   By definition, a microentrepreneur is an individual who owns/operates a microenterprise.  Microentrepreneurs generally start their business for two primary reasons: one, because they need income or they need a job, or two, because they love to do the kind of work their business requires, and have a special skill in that area. Often, microentrepreneurs provide a very special product or service that is particularly appropriate to his or her community.  

Microenterprise Works!

Many people believe that 80 percent of all small businesses fail within five years; however, statistics reveal a different story for microenterprise ventures. The U.S. Small Business Administration estimates that only 47% of small businesses are operating after four years. Corresponding survival rates for microenterprise program clients are as follows:

                -  90% of businesses started in a Department of Labor research project survived after 2.6 years

                -  54% of business respondents in the Self-Employment Learning Project (SELP) survived after 5 years; and

         -  56% of TANF clients’ businesses trained by the Institute for Social and Economic Development survived 

             after 3 years. 

In addition, average revenues increase by 27% and profits doubled for entrepreneurs who remained in business through the five-year SELP study.  In a study of ACCION clients, those who had received three loans achieved a 47% increase in monthly business profits. 

Progress out of Poverty

Microenterprise programs have been effective in integrating very poor clients into the business mainstream and creating significant changes in their household finances, assets and stability. In the SELP study, the subset of very low-income clients achieved the following outcomes: 

                -  72 percent increased their household income over 5 years by an average of $8,484;
                -  Increased their average household assets by $15, 909 over five years;

                -  Over half – 53 percent – moved above the poverty line; and 

                -  Reliance on public assistance decreased by 61%.
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