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Key Findings
High-growth companies are truly extraordinary in the
economy; fewer than one in twenty U.S. businesses achieve highgrowth rates. Only 4.7 percent of all businesses that existed in 1991
grew their employment by at least 15 percent per year or at least doubled
their employment over five years from 1992 until 1997. An even smaller
percentage of all U.S. start-ups, 4.5 percent, grew to 20 employees or
more by the end of 1996. So fewer than five percent of all U.S.
businesses are the big creators of new jobs in the U.S. economy.
High-growth companies are found in all regions of the
country, often concentrated in the most surprising areas. For
example, many areas in the “rust belt” – long viewed as an area of slow
economic growth – show a surprisingly large number of high-growth
companies.
This study maps high-growth companies, using the latest available
Census Bureau data, in every single county in the United States. These
comprehensive data allow every community, no matter how small, to
compare itself with other similarly sized areas nationwide. Other studies
that focus on growing companies most often analyze only major
metropolitan areas, while a few others look at perhaps 50 or 100 other
smaller cities.
Most fast-growing, entrepreneurial companies are not in
“high-tech” industries. Flying in the face of conventional wisdom that
high-growth companies are all found in high-technology industry sectors,
the data show that fast-growing, entrepreneurial companies are widely
distributed across all industries.

Number of
High-Growth Companies
In Sector

Number of All Start-Ups
Growing to 20 or More
Employees in Sector

Manufacturing

25,273

4,566

Business Services

28,254

5,663

Distributive

38,452

4,488

Extractive

5,798

513

Local Market

113,001

15,656

Retail

48,619

11,055

Sector
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Each one of the 394 regions in the country contains some
high-growth companies. While there is significant variation in the
percentage of high-growth companies among Labor Market Areas (LMA),
every LMA – no matter how small, how far from Silicon Valley, and how
much its population is falling – hosts growth companies that provide a
base on which to build more high-growth companies. The Los Angeles
LMA (population: 14.5 million) may have 14,000 such companies, but
even tiny Amsterdam, NY (population: 111,000) has more than 53.
Most regions’ high-growth companies concentrate in certain
specific industry sectors. The data highlight regional strengths upon
which future economic development strategies can be built. Consistent
with economic development theories based on industry clusters, the data
show that 89 percent of all of the LMAs in the country have comparative
strengths in certain industry sectors, relative to other LMAs in their
population size classes.
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Entrepreneurial Growth Companies:
A Starting Point for Regional Economic Health
The National Commission on Entrepreneurship (NCOE)
commissioned research to examine the question of where the U.S. fastestgrowing companies were located during the 1990s. While everyone has a
“sense” about fast-growing businesses nationally and can name a few
“entrepreneurial” regions, we intend to paint a picture that shows exactly
where businesses have historically grown rapidly.
Former House Speaker Tip O’Neill (D-MA) stated many years ago
that “all politics is local.” We would argue that growing economies are
“local.” To understand and build national policy, we must first look to
regions and examine what is happening there.
In her book, Regional Advantage: Culture and Competition in
Silicon Valley and Route 128, Professor Annalee Saxenian says: “Regional
policy is likely to be as important as macroeconomic or sectoral policies
in ensuring industrial competitiveness . . .” Both older and newer
industrial regions “will need to promote the local relationships needed to
sustain collaborative — and competitive — advantage.”1 And she adds,
“It is helpful to think of a region’s industrial system as having three
dimensions: local institutions and culture, industrial structure, and
corporate organization.”2

The starting point for
anyone concerned
about economic
development in a
particular region is
answering the
question: “What is
the recent history of
entrepreneurial
growth companies in
our region?”

Documenting whether there has been a
prevalence (or dearth) of entrepreneurial
growth companies in any region can be a vital
starting point in constructing a picture of, in
Saxenian’s words, the “industrial structure” of
the region. Are these growth companies
clustered in one or several industries? Are they
competitors, or suppliers and customers of one
another? Are they drawing upon certain
resource strengths of the region — human
resources with certain skill sets, certain
technology resources like university labs, or
proximity to certain markets, for example?

Throughout her book, Saxenian also
argues that the telling of the “stories” of the
entrepreneurial growth companies in the two regions she studied (Silicon
Valley and Route 128 in Massachusetts) was critical in establishing their
local cultures — in setting the expectations of local fledgling
entrepreneurs, in providing role models for local entrepreneurs, and in
defining the values of the industrial cultures in both regions.
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Entrepreneurs around the country in NCOE-sponsored focus groups
confirmed the belief that a sense of shared history and business stories
were important to the community culture that encourages entrepreneurs
to start businesses and fosters the networks that support them.3
In short, it is impossible even to begin thinking about developing
an entrepreneurial economy without knowing a region’s industrial history
and what local “stories” could be told to foster that development. The
starting point for anyone concerned about economic development in a
particular region is answering the question: “What is the recent history of
entrepreneurial growth companies in our region?” This study provides
precisely that starting point.

What this Report Measures:
The Map and the Growth Company Index
Our study points out those areas that have a history of high
entrepreneurial growth using the most comprehensive data available —
data from the U.S. Census Bureau. For years, researchers have pressed
the Census Bureau to collect and make available data on individual
company growth rates, because they had been previously limited to
sporadic data snapshots of general trends of employment growth by
region. That goal was finally achieved with the Census Bureau’s Business
Information Tracking System (BITS) database (based on the Bureau’s
Longitudinal Establishment and Enterprise Microdata and County Business
Patterns databases). BITS is a longitudinal database that for the first time
permits researchers to look at individual firms and track their
employment growth over time.4

Companies with High Rates of Job
Creation Over Time
The Census Bureau data differ from other measures of company
growth in a significant way. Many studies distinguishing high-growth
companies from other businesses rely on rates of increase in company
revenues. The data in this report focus solely on rates of employment
growth. The high-growth companies counted in this study have achieved
or exceeded a minimum annual rate of increase in employment; they
create new jobs in their communities at an extraordinary pace.
Moreover, the data in this report also map those areas that have a
solid foundation of new and growing companies, instead of highlighting
this year’s current economic “hotspots.” These areas contain companies
with significant growth patterns over time, and the data are not affected
by the rise and collapse of the dot-com bubble.
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Data for Every Region of the Country
This study not only adds to the current literature on fast-growing
companies, but also for the first time breaks the United States into “real”
regions. We use Labor Market Areas (LMA) designations, created by the
U.S. Department of Agriculture, that divide the whole country into 394
areas, using commuting distance as the measure of a region for the
purpose of looking at the number of employees in specific businesses.5
Many studies of growing regions are
limited to data from large metropolitan areas;
others do include a select number of smaller
This study not only
metro regions. But for the first time, data from
adds to the current
every single county in the country, no matter
literature on fasthow small, are the basis of growth company
growing companies,
benchmarks.
but also for the first
We have devised a map (available at our
web
site,
www.ncoe.org) that shows in clear
time breaks the
detail where the areas of fast growing
United States into
companies were located in the 1992-1997 time
“real” regions.
frame. Many of them bear out conventional
wisdom while others are surprising. Of equal
or greater interest, we have compiled a data sheet for each LMA. To see
the counties that comprise each LMA, please refer to our website. Many
LMAs cross state borders and each county is listed in the LMA data sheet,
regardless of state. The LMA information includes:
❖ Its rating on our Growth Company Index;
❖ How each LMA ranks with other LMAs of the same population
size class;
❖ The number of businesses that grew at least 15 percent per year
for five years (or 100 percent in five years);
❖ A general indication of which businesses sectors grew at rates
exceeding the LMA-size-class average.
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The Growth Company Index
(GCI)

The Growth
The NCOE developed the Growth
Company Index
Company Index (GCI). It weights the
weights the
percentage of existing firms with high
percentage of
employment growth (at least 15 percent per
existing firms with
year for five years, or 100 percent in five
high growth and the
years) in the 1992-1997 period, and the
percentage of firms
percentage of firms that started in 1992 or 1993
that had at least 20
and had at least 20 employees by 1997. (The
employees in their
GCI is set to a 200-point scale in which “100”
represents the average score for all LMAs.) We
first five years.
included information on established firms and
new firms because both are necessary to create an accurate picture of a
region. New firms are not the only source of new jobs; existing firms
experience growth spurts that lead to the high rates of job creation.

What this Report Does Not Measure
The data for this report are the most recent provided by the
government, but unfortunately are about four years old — which can
seem like an eternity in the dizzying growth of an entrepreneurial
economy. The figures do not capture the tremendous economic boom of
the 1998-2000 period, but they do provide the most comprehensive
foundation for understanding the historic, basic entrepreneurial
underpinnings of a community.
These data show the number of fast-growing companies in an LMA
and provide information on their economic sector. What the data do not
reflect is the size of the firm that meets the rate-of-growth criteria. For
example, in the Seattle LMA, Microsoft is counted as only one company
that grew at least 100 percent over five years,
even though it created literally thousands of
new jobs. A smaller company that grew by 100
The data help
percent over five years to say, only 100
gauge the breadth
employees, is also counted as one company.
Thus, the data can lead to some
of entrepreneurial
counterintuitive results. However, they do help
activity, the density
gauge the breadth of entrepreneurial activity,
of entrepreneurial
the density of entrepreneurial growth
growth companies,
companies, and the number of entrepreneurs in
and the number of
any region.
entrepreneurs in
This is the only study that measures the
any region.
growth of individual companies over time. It is
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not a study of economic growth of a region; it is a report on the number
of entrepreneurial companies in every region. Other, more recent data
like “Hot Spots” or Forbes or Fortune’s “best area” stories measure
economic growth and other statistics by region. Nevertheless, their results
generally track the trends indicated in this study.

How to Use this Report:
A Starting Point for Every Region
Recall that these data provide a starting point for regions to explore
economic development strategies based on entrepreneurial growth
companies. Although Growth Company Index scores vary widely among
LMAs, the important point to remember is that all LMAs are home to
some high-growth companies. The largest LMA in the country, Los
Angeles, had the most with more than 14,000; but even small Amsterdam,
NY — one of our lowest ranked LMAs — had 53. So even economic
development officials for Amsterdam, NY can begin work on expanding
entrepreneurship within their LMA by looking to those 53 success stories
— whether or not they are in high-technology industries.

Not Just High-Tech Companies
The data in this study also demonstrate
that high-growth companies are found across
all business sectors, and not just those limited
to high-technology. This report should
encourage community leaders to learn about
the “industrial structures” in their regions, to
build upon the strengths of those structures,
and then foster a climate conducive for
entrepreneurial growth companies within the
region’s strongest industry sectors – high-tech
or not. “But we can never be a Silicon Valley”
should no longer excuse inattention to this
critical task.

The data in this
study demonstrate
that high-growth
companies are
found across all
business sectors,
and not just those
limited to hightechnology.

Asking the Right Questions
At a minimum, community leaders interested in economic
development in any region can work to identify their growth companies.
Which companies are those reflected in these data? Are they still growing?
Are they still operating in our region? Do the entrepreneurs at the helms
of these companies have opinions as to the entrepreneurial climate of the
region? Can these entrepreneurs identify steps community leaders can
take right now to enhance that climate?
7

Fortunately, beyond answering these questions, even more help is
on the way — from the Kauffman Foundation’s Center for
Entrepreneurial Leadership (KCEL), which funds the National Commission
on Entrepreneurship. In March of 2001, KCEL launched a major new
research-and-engagement initiative called “The Regional Entrepreneurship
Catalyst.” The Regional Catalyst will help regions become more
responsive to the needs of entrepreneurship by:
❖ Modeling regional entrepreneurial dynamics using regional social,
demographic, and economic factors;
❖ Highlighting regional acceleration strategies;
❖ Developing the next generation of benchmarks and selfassessment tools focused on entrepreneurship;
❖ Identifying common policy issues; and
❖ Building partnerships and pathways for communication between
and among regions for the exchanges of innovative regional
strategies and practices that accelerate entrepreneurship.
The Regional Catalyst will equip regional leaders with the tools they
need to develop a rich strategy for economic development in their LMAs
based on starting and growing entrepreneurial companies.
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Staff Paper No. AGES-9614, 1966).

9

Rankings of LMAs by
Growth Company Index
◆

TABLES ARRANGED
BY POPULATION SIZE

10

Readers’ Guide to The Tables
LMA populations — This first line of every group of LMAs in the
tables identifies the “LMA size class” in which the LMAs listed below fall.
The size class is a measure of the population of the LMAs within the
class. There are seven size categories: More than 3,000,000; 1,000,000 to
3,000,000; 750,000 to 1,000,000; 500,000 to 750,000; 300,000 to 500,000;
150,000 to 300,000; and 100,000 to 150,000.
LMA - Name — The name given the “Labor Market Area” (LMA)
defined as a commuting zone under Department of Agriculture
guidelines. Every county in the commuting zone is assigned to the LMA.
LMA No. — This is the number assigned to the LMA for data
collection and sorting purposes.
Total No. Comps. 1991 — This is the total number of business
establishments in the LMA that existed in 1991 (“1991 business
establishments”).
No. High-Growth Comps. — This is the number of 1991 business
establishments in the LMA that achieved at least 15 percent employment
growth each year for the next five years, or 100 percent job growth over
five years (“high-growth comps.”).
GCI Index — This is the Growth Company Index for the LMA. To
calculate the GCI for any LMA, equal weight is given to the ranking of the
LMA among other LMAs as a home to “high-growth comps.” (see above)
and to the ranking of the LMA among other LMAs as a home to 1992-93
start-ups that grew to 20 employees or more by 1997 (“high growth startups”). The GCI is set to a 200-point scale in which “100” represents the
average score for all LMAs.
Strongest Business Sectors — All businesses were categorized as
one of six sectors, based on Standard Industry Classification (SIC) Codes:
business services, manufacturing, distributive, extractive, retail, or local
market:
❖ Business Services includes SICs 7300-7399 and 8700-8799 (including
engineering, accounting, research, and management services).
❖ Distributive includes SICs 4000-5199 (transportation,
communication, public utilities, and wholesale trade).
❖ Manufacturing includes SICs 2000-3999.
❖ Extractive includes SICs 0700-1499 (agricultural services and mining).
❖ Retail Trade includes SICs 5100-5299.
❖ Local Market includes SICs 1500-1799 and 6000-8999 (excluding
Business Services and including construction, consumer and
financial services).
If an LMA’s percentage of “high-growth comps.” in a particular
sector was significantly higher than the average for its “LMA size class”
(see above), that sector is one of the “strongest sectors” for that LMA.
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