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T

he COVID-19 pandemic has precipitated an unprecedented health and economic crisis, creating unique
challenges for households and businesses. A critical question is how this may change the way Americans
make important economic decisions. Morning Consult and Moody’s Analytics have teamed up, conducting
an in-depth survey1 of 5,000 adults in mid-September, to examine how the pandemic is impacting decisions over
household finances, parenting, entrepreneurship, employment and moving.
This paper explores the economic fallout
from the COVID-19-fueled recession and its
impact on small-business closures as well as
plans to start new businesses.

quarter of 45- to 64-year-olds
viewed entrepreneurship favorably.

»

Black and Hispanic individuals
indicated a greater desire to open a
business in the wake of the pandemic
than white individuals with similar
age or education.

»

Men are more likely than women to
indicate they want to start a business.

»

Individuals with high risk tolerance
are more likely to have friends and
family members who started a business., highlighting the importance of
environmental and social factors on
risk-taking and entrepreneurship.

Summary

»

The pandemic is forcing the closure
of thousands of small businesses.

»

Black and Hispanic small-business
owners have been disproportionately
affected by COVID-19 even after
controlling for education and income.

»

1

Young and middle-age men and
women entrepreneurs have been more
likely to go out of business due to
the pandemic.

»

The pandemic has not materially
stifled Americans' entrepeneurial spirit. This bodes well for the
long-run recovery.

»

Younger individuals reported a greater
desire to open a business than older
individuals, as expected. But a solid

A detailed description of the survey methodology and
composition can be found in the appendix of the first paper
in this series, “Struggling Through: Household Finances
in the Pandemic”: https://www.moodysanalytics.com/
microsites/pandemic-economics
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Survey methodology
The survey interviews were conducted online September 10-14 among a representative
sample of 5,000 adults in the U.S., weighted
to match the characteristics of the U.S. population according to age, gender, educational
attainment and region.
Morning Consult partners with more
than 20 survey panel providers to conduct
interviews in the U.S. This panel network
provides access to tens of millions of Americans via recruitment from an extended
network that includes thousands of web-
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sites, mobile apps, social networks, email
lists and publishers. The network ensures
Morning Consult can reach a large, diverse,
representative audience of Americans in a
timely fashion.
Morning Consult used a stratified sampling process based on age and gender to
reach a broad, nationally representative audience in the U.S. As part of its post-stratification phase, the data were weighted
to reflect the demographic composition
of the U.S. based on age, education, race/
ethnicity, gender and geographic region
according to the 2017 five-year estimates
of the American Community Survey.
The margin of error for the survey is +/-1
percentage point.

Small-business vitality
The COVID-19 pandemic has created significant economic distress across households
and businesses throughout the country and
across multiple industries. Of particular concern is the impact on small businesses.
Not only do small businesses represent a
significant share of overall employment (see
Chart 1), they are also responsible for the
creation of nearly half of all new jobs (see
Chart 2). In addition, small businesses are
incubators of new products, techniques and
technologies, making them critical to the
economic ecosystem.
2

Chart 1: Small Biz Employs 50% of Workers
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The small-business landscape
According to the Census Bureau, there
were approximately 6 million businesses in
the U.S. in 2017 (see Chart 3). Though small
businesses play an important role, it is noteworthy that most individuals work for larger
businesses and corporations (see Chart 4).
While employment in firms with fewer than
500 employees has fallen over time, small
businesses remain vital for both job growth
and the development of new products and
services (see Chart 5).
For many entrepreneurs, owning their
own business is as much a lifestyle choice
as a profit-maximizing decision. Relatively
few successful small businesses end up filing
for an initial public offering, with an acquisition by a larger competitor being the more
likely outcome.
Without a healthy pipeline of smaller
businesses to draw from, it is unlikely that
large companies would be willing or able
to conduct the level of innovation that

small-business owners provide. The passion,
drive and dedication that entrepreneurs bring
to their businesses may be difficult—if not
impossible—to replicate at a more established firm with a lower risk tolerance.
Given the critical role of small businesses
in the broader economic ecosystem, it is
essential to examine the health of small businesses as well as the future of entrepreneurship in the wake of the COVID-19 pandemic.
In designing our survey, Morning Consult
and Moody’s Analytics looked to better understand the demographic composition of
small-business owners today and how their
decisions to close or remain open during the
pandemic may have varied by the owner’s
education, age, income, ethnicity or location
(see Chart 6).
In addition, we wanted to better understand how future entrepreneurship may be
affected. Are Americans giving up on their
dreams of self-employment? Or, has the
coronavirus given them even more incentive

Chart 3: Businesses by Size Category
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Both official and unofficial data on business bankruptcies and closures in 2020 highlight the incredibly tough economic environment facing businesses today.
The collapse in demand as consumers
withdrew their spending in March was felt
across all industries, though some industries
were more affected than others. Bankruptcy
filings jumped in the second and third quarters with a number of marquee brands and
major brick-and-mortar retailers looking to
restructure or close, including Hertz, J.C. Penney and Neiman Marcus.

X-axis: Firm size (# of employees)

60

X-axis: Firm size (# of employees)

3,000

Small-business closures rise

Employment by firm size in 2017, mil

4,000
3,500

to become their own bosses and address the
needs of the new post-pandemic economy?
Finally, we sought to better understand
who these new entrepreneurs are. What does
their demographic composition look like and
who does the data suggest we should expect
to see starting businesses in coming quarters
and years?

Chart 4: Employment by Employer Size
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Chart 5: Small-Biz Job Share Declining

Chart 6: Small-Business Demographics
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But official bankruptcy statistics can miss
the extent of the stress as many smaller or
micro businesses simply close their doors
without incurring the expense of a bankruptcy filing. As a case in point, under the
government’s Paycheck Protection Program,
businesses are forbidden from using the
proceeds of their PPP loans or grants to file
for bankruptcy.
Data from the business listing and review
service Yelp can help shed some insight on
small-business closures. Through September
an estimated 100,000 businesses were listed
as closed on the Yelp portal. The vast majority
of these were restaurants and retailers, with
60% of restaurants indicating that their closure was permanent (see Chart 7).
Based on the Morning Consult survey
data, nearly one-third of the small-business
owners who discontinued their operations in
the past six months cited COVID-19 as either
a major or minor reason (see Chart 8). This
was not the case for owners over the age of

65 who may have already planned to end
their operations.
Slightly more men (36%) than women
(30%) indicated that COVID-19 was a major
or minor reason for a business closure.
Somewhat surprising, the coronavirus was
a significant reason for business closures for
nearly 45% of higher-income entrepreneurs
who typically earn at least $100,00 per year.
COVID-19 was the major or minor reason
for business closures for almost 35% of lower-income business owners but was less important for individuals earning from $50,000
to $100,000 with only 25% of this group
reporting COVID-19 as a significant cause.
Controlling for both age and gender, we
find that men between the ages of 35 and 44
were the most impacted by COVID-19, with
over 75% of those going out of business citing the pandemic as either a major or minor
reason (see Chart 9).
Women in the 45- to 64-year-old category were more likely to cite COVID-19 as a

Chart 8: COVID-19 Drove 1/3 of Closures

Chart 7: Small Businesses Struggle
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significant reason for closing a business than
men of a similar age, but the rate was lower
than average at 22%. This finding adds nuance to our prior study of household finances,
which indicated that COVID-19 had a greater
impact on women. Specifically, female parents were more than twice as likely as men
to reduce their work hours among couples
living together.
Turning to the breakdown of business
closures by race and ethnicity, the survey
reported a disparate impact on black and
Hispanic business owners, with nearly 60%
of entrepreneurs of color reporting COVID-19
as a major or minor reason for closing their
businesses relative to 30% for whites.
This finding is consistent with the disparate impact of the coronavirus itself on
minorities. A disproportionate share of
COVID-19 infections have been confirmed
in blacks and Hispanics relative to whites.
COVID-19 fatality rates have been higher
in minorities as well with a rate of 100 per

Sources: Morning Consult, Moody’s Analytics
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Chart 9: Younger Entrepreneurs Exposed

Chart 10: COVID Affects Black & Hispanic
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100,000 for blacks versus 65 for Hispanics, 41
for Asians and 44 for whites, according to the
COVID Tracking Project.
Not only are minorities paying a higher
cost in terms of health outcomes, but the
economic costs in terms of lost jobs and businesses have been greater as well.
There are three likely reasons why minority entrepreneurs attribute a greater
share of their closures to COVID-19. First,
these businesses likely face greater exposure
to impacted industries such as leisure and
hospitality. Second, minority entrepreneurs
may be more likely to operate businesses
in urban areas, which have experienced a
more dramatic decrease in business activity
than suburban or rural communities. Third,
black and Hispanic Americans have a higher
likelihood of either contracting the virus
personally or having to care for an affected
family member.
The direct impact of the virus on minority
communities also harms minority entrepreneurs and businesses that serve minority
customers. Many minority-owned businesses
that closed likely experienced some combination of these factors.
Black women reported a greater impact
from COVID-19 than women of other groups,
with close to 60% reporting that COVID-19
was either a major or minor reason for closing
their businesses compared with 50% of Hispanic women and 25% of white women (see
Chart 10).
Controlling for income in addition to other
demographic characteristics revealed interesting and counterintuitive patterns.
COVID-19 was reported as a major or minor reason for business closure for higher-inMOODY’S ANALYTICS
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come individuals across all ethnic categories.
preneurs who closed their businesses were
Particularly striking was that 87% of high-inimpacted by COVID-19 versus 50% of the
come blacks reported COVID-19 as the major college-educated.
reason for terminating their businesses (see
The reverse was true for Hispanics where
Chart 11).
more college-educated entrepreneurs (65%)
In contrast, 65% of high-income Hisreported COVID-19 as a reason for business failpanics and 40% of high-income whites
ure relative to non-college-graduates (53%).
cited COVID-19 as a reason for a business
The state of entrepreneurship
closure. A similar pattern was observed for
lower-income entrepreneurs, with 61% of
While most economic indicators continue
blacks, 58% of Hispanics, and 26% of whites
to point to a weak recovery, one potential
citing COVID-19 as a significant reason for a
sign of future growth is the sharp increase
business closure.
in the number of new-business applications,
Middle-income Hispanics were somewhich hit a multiyear high over the summer
what harder hit, with just over half citing
after a lockdown-induced decline earlier this
COVID-19 as a major/minor issue versus 47% spring (see Chart 12).
for blacks and 21% for whites.
Though encouraging, the optimism is
Education level was a differentiator with
tempered by the number of new businessmore highly educated small-business owners
es indicating an intent to hire. While this
reporting that they closed their businesses
also rose during the summer, the growth
due to COVID-19. But less highly educated
rate was modest. A sudden increase in the
business owners were not immune, with
number of new businesses will support
nearly 30% of non-college graduates rethe economic recovery but will likely take
porting COVID as a
significant reason for
shutting down their
Chart 11: Education and Income Matter
businesses. These
The coronavirus pandemic was a…
Major factor in business closure
Minor factor in business closure
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Chart 12: An Entrepreneurship Revival?

Chart 13: Entrepreneurship Pre-COVID-19
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multiple quarters to translate into robust
job growth.
Renewed interest in entrepreneurship in
the face of record-high unemployment bodes
well for both the resiliency of consumer optimism and future growth. Although large corporations have increased their market share
through the course of the pandemic given
their access to capital and ability to deploy
resources quickly, small-business formation
remains vital for the creation of new products, services and job opportunities.
The current low interest rate environment
and the prospect of rates remaining low for
an extended time are likely contributing to
strong business formation. The COVID-19 crisis has also created demand for new products
and services. Though counterintuitive, some
of the largest and most successful businesses
were started during recessions.
The Morning Consult survey provides
unique insight into the profile of these
new entrepreneurs.

As might be expected, the share of survey
respondents indicating that they had planned
to start a business skewed younger, with 55%
of individuals under the age of 34 and 50% of
respondents between the ages of 35 and 44
indicating they had intended to start a business prior to the COVID-19 pandemic while
just over 25% of those between the ages of
45 and 64 years old indicated the same (see
Chart 13). Twelve percent of individuals age
65 or older indicated an intent to start a business sometime in the future.
While lower, this is still a healthy share
given that 10% of the population overall was
self-employed as of 2015, according to the
Bureau of Labor Statistics. It is also worth
noting that desire and execution are two different things. The majority of new business
formations are actually started by those over
the age of 35.
In terms of other demographic cuts, men
(42%) are more likely than women (32%)
to want to start their own businesses as are
higher-income individuals (40%).
Of note, level of
Chart 14: Dreams Delayed Post-COVID-19
education appears to
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the breakdown by race and ethnicity, with
nearly 55% of blacks and Hispanics expressing a desire to open a business versus 32%
of whites.
Interactions between gender, age, education and ethnicity revealed similar or consistent patterns. For example, young college
graduates were more likely than other combinations of age and education to want to start
their own businesses.
Black and Hispanic middle-income individuals were more likely to want to start a
business than whites with similar incomes.
Women expressed a lower desire for entrepreneurship across education and income
categories. Policymakers will want to take a
closer look to better understand the factors
that may be driving this observation.
In the post-pandemic environment, many
individuals over the age of 65 indicated that
they had given up on their dreams of starting
a business while younger cohorts indicated
that they have simply delayed their plans
(see Chart 14).
More than 15% of blacks and Hispanics
reported that they want to start businesses
in the immediate term compared with 8% of
whites. The differences were further accentuated after controlling for education with
65% of Hispanic college graduates wanting
to start a business in the future versus 28% of
non-graduate whites (see Chart 15).
The survey confirms that the desire for
entrepreneurship is not dead, just delayed.
For some, the COVID-19 pandemic presents
an opportunity to pursue dreams of self-employment. However, capital and access to
resources remain critical factors to their
future success.
6

Chart 15: Minority Entrepreneurs Ready

Americans’ willingness to take risks
Share who now want to start a business…
also sheds light on
White, <College
why certain entrepreWhite, College+
Black, <College
neurs are more likely
Immediately
Black, College+
Hispanic, <College
to have changed their
Hispanic, College+
In the next
plans of creating
White, <50k
yr
White, 50k-100k
a business due to
White, 100k+
Sometime
the pandemic.
Black, <50k
in the future
Black, 50k-100k
The more risk-tolBlack, 100k+
No longer
erant adults are, the
Hispanic, <50k
Hispanic, 50k-100k
less likely it is that
Hispanic, 100k+
the pandemic caused
0%
20%
40%
60%
80%
100%
them to no longer
Sources: Morning Consult, Moody’s Analytics
want to start a business. More techniRisk-taking and business creation
cally, the ratio of respondents who no longer
Starting a business requires individuals
want to start a business relative to those who
to take risks. There is no guarantee that enwanted to start a business prior to the corotrepreneurs will recoup the time and capital
navirus increases as risk aversion increases.
they invest in their businesses.
Among risk-tolerant adults, only 17% of
Given the vital role that small businesses
those who wanted to start a business prior to
play in the U.S. economy, policymakers will
the coronavirus no longer want to do so due
want to understand the relationship between to the pandemic. That ratio jumps to 36%
individuals’ risk preferences and their willingamong risk-neutral adults and 48% among
ness to start businesses. To address this issue, risk-averse adults.
we asked survey respondents to self-assess
As described in the appendix, older Ameritheir own risk tolerance.
cans tend to be more risk averse, which helps
While the risks of any one entrepreneur may explain the disproportionate impact of the
prove to be financial folly, diversified risk-taking
pandemic on low-risk would-be entrepreand business formation across the country tend
neurs. At this point in their lives, the risks
to be good for the economy as a whole.
likely outweigh possible future rewards.
Not surprisingly, individuals with a higher
Policy implications
risk tolerance are more likely to have started
a business than those with a lower risk tolThe survey results highlight the struggle
erance. We find that 30% of adults with a
of many small businesses throughout the
high-risk tolerance have started a business,
country in the wake of the COVID-19 pancompared with 20% and 18% of risk-neutral
demic. Black and Hispanic business owners
and low-risk adults, respectively.
have been particularly hard hit, with a large
What is more surprising is the extent to
fraction of respondents citing COVID-19 as
which risk-tolerant adults are surrounded
either a major or minor reason for closing
by friends and family members who started
their businesses.
a business. Thirty percent of risk-tolerant
Additional financial support to struggling
adults have parents who started a business,
small businesses will be necessary to help
and 39% have friends who started a business, many of them survive until the pandemic
compared with only 17% and 21%, respecis resolved through vaccines, therapies, or
tively, of risk-averse adults.
other means of controlling the spread such
This finding speaks to the relationship beas masks and social distancing. The resulting
tween social and environmental factors and
improvement in consumer confidence and asrisk-taking. Children who see their parents
sociated spending would restore the demand
start a business are themselves more likely
needed for businesses to thrive.
to have a higher risk tolerance. The inverse is
Support is particularly crucial for
also true. Children who do not see or personsmall-business owners of color who may
ally know entrepreneurs are less likely to be
be more exposed to the economic fallout
willing to take risks as adults.
of COVID-19 due to the specific industries
15
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or geographies in which they operate. Businesses in industries such as restaurants or
retail may be disproportionately exposed to
the economic effects given their reliance on
foot traffic.
When the CARES Act was passed in
March, it was assumed that the spread of
the coronavirus would be contained in short
order. Loans and grants to small businesses
under the Paycheck Protection Program were
viewed as stopgap measures as large portions
of the economy were shut down to contain
the spread of the virus.
The approach was initially effective, as
the confirmed number of COVID-19 cases
fell steadily through April and early May.
However, the lifting of lockdown measures
starting in late May without the adoption of
preventive measures such as mask-wearing
and social distancing led to an even larger
outbreak by late July.
The limited economic gains that resulted from the reopening were insufficient to
overcome the anxieties of businesses and
consumers. Without a substantial increase in
confidence resulting from control of the coronavirus, the economy will struggle to build
the momentum necessary for a self-sustaining recovery.2
Failing to deal with the spread of
COVID-19 has significant economic consequences that must now be addressed with
additional emergency support.
Given the current state of households’ and
businesses’ finances and the still-weak labor
market, an estimated $1.5 trillion to $2 trillion of additional support will be needed to
buy additional time to contain the virus and
support the fragile economic recovery3.
While this cost is far from inconsequential,
the potential cost of inaction is far greater.
As evidenced by the survey, numerous businesses are financially vulnerable. Not only
would their closure contribute to additional
job losses, but a rise in defaults on their payment obligations would also have negative
consequences for banks and other lenders.
The knock-on effects of missed rental payments would reverberate on commercial
2

3

The correlation between Morning Consult’s daily Index of
Consumer Sentiment and the seven-day moving average
of new coronavirus cases in the U.S. from January 29 to
October 28 is -0.63, indicating a strong negative correlation
between consumer confidence and the spread of the virus.
See Moody’s Analytics scenario narratives for additional
information.

7

real estate owners and investors, including
fixed-income retirees.
The survey results also provide some
reasons for optimism. Despite the hardships
facing households and businesses in the face
of record-high unemployment, the entrepreneurial spirit lives on.
Rather than giving up after the record-high number of layoffs earlier this year,
individuals have rolled up their sleeves and
looked to start their own businesses. An impressively large share of survey respondents

MOODY’S ANALYTICS

indicated that they are ready to start their
businesses immediately. Although this may
not lead to job growth in the near term, it is
likely to be supportive of job growth in late
2021 and following years.
While desire and will are arguably the
most important factors for starting a new
business, access to capital is critical as well.
Policymakers will need to ensure that the
new crop of entrepreneurs has adequate access to loans from both the private and public
sectors. Expanded lending from the Small

Business Closures and Entrepreneurship During COVID-19

Business Administration may be necessary in
the short term should banks and other private sector lenders shy away from new loan
originations until the economic recovery is in
full swing.
As with support for households, time is of
the essence. Delays in aiding either existing
small businesses or up-and-coming entrepreneurs could delay the recovery and, at worst,
trigger a W-shape recession as a tidal wave of
business bankruptcies and layoffs takes out
other viable businesses.

8

Appendix: Description of risk tolerance measurement and results
Respondents were asked to rate themselves in terms of their willingness to take
risks on a scale from 0 to 10. Throughout this
paper, respondents are grouped into one of
three risk-tolerance buckets: scores from 0
to 3 are categorized as having a low-risk tolerance; scores from 4 to 6 as having a medium-risk tolerance; and scores from 7 to 10 as
having a high-risk tolerance.
As shown in Chart 16, men tend to be
more risk tolerant than women, although
both genders exhibit broadly similar risk tolerance distributions characterized by concentrations at the extremes and in the middle.
As one might expect, younger adults also
tend to be more risk tolerant than older
adults, likely reflecting longer time horizons
to benefit from the payoffs from successful
risks and to recoup any losses from unsuccessful risks (see Chart 17). In other words,

quite apart from a
Chart 16: Risk Tolerance by Gender
generational divide,
differences across
10 – Very willing to take risks
age most likely re9
Female
flect some version of
8
Male
a life-cycle theory of
7
Adults
6
utility maximization.
5 – Risk neutral
Risk tolerance
4
tends to increase as
3
income increases (see
2
Chart 18). This find1
0 – Not at all willing to take risks
ing runs counter to
the view that poorer
0%
10%
20%
30%
Americans have less
Sources: Morning Consult, Moody’s Analytics
to lose and are more
willing to risk it all.
To the contrary, income appears to
increase adults’ access to capital and to
provide adults with a financial security
other entrepreneurs and risk-takers who
net that allows them to feel comfortprovide a blueprint for effective, strategic
able taking risks. Income is also likely to
risk-taking.
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Chart 17: Risk Tolerance by Age

Chart 18: Risk Tolerance by Income
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