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COVID-19’s effect on  
jobs at small businesses 
in the United States
Thirty million small-business jobs are vulnerable—a higher share  
than at larger private-sector employers.
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Thirty million small-business jobs are vulnerable, and 
rms with fewer than
100 employees are the hardest hit.

Note: Vulnerable jobs are those in which employees are predicted to be furloughed, laid o�, or otherwise unproductive (eg, kept on payroll 
but not working) during periods of strict physical distancing.

1 Excluding self-employed people.

Source: LaborCUBE; McKinsey Global Institute analysis
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A precipitous surge in unemployment continues 
to shake the US workforce in the wake of COVID-19. 
Total claims reached 30 million in the six weeks since 
March 14th. And even as initial steps are underway 
to ease lockdowns, up to a third of all US jobs remain 
vulnerable.1 One of the challenges for policy makers 
and executives is figuring out how to get these 
employees back to work.

The challenge is especially acute for small 
businesses (those with 500 or fewer employees), 
which account for a disproportionate share of the 
vulnerable jobs.2 Before COVID-19, they provided 
nearly half of all US private-sector jobs, yet they 
account for 54 percent (30 million) of the jobs most 
vulnerable during COVID-19. Specifically, half of 

jobs at firms with fewer than 100 employees are 
vulnerable, compared with 40 percent of those 
at large private-sector employers (Exhibit 1). That 
estimate is based on our analysis of whether jobs 
are typically deemed essential and whether they 
require close proximity to others. 

Vulnerable jobs in small businesses largely mirror 
those in larger ones. Nearly half of these jobs are 
concentrated in a handful of industries, especially 
accommodations and food services, construction, 
retailing, and healthcare and social assistance. 
Two occupational categories—food service and 
customer service and sales—account for more 
than four in ten vulnerable small-business jobs.3 
There is a serious danger that the loss of work will 

1 Includes government and private-sector jobs. Based on Susan Lund, Kweilin Ellingrud, Bryan Hancock, James Manyika, and Andre Dua, “Lives  
 and livelihoods: Assessing the near-term impact of COVID-19 on US workers,” April 2020, McKinsey.com.
2 Our analysis focuses on the approximately six million small and medium-size businesses that have employees. It excludes “nonemployer  
 firms,” that is, self-employed people. 
3 These occupational categories are based on McKinsey Global Institute research. See Susan Lund, James Manyika, Liz Hilton Segel, André  
 Dua, Bryan Hancock, Scott Rutherford, and Brent Macon, “The future of work in America: People and places, today and tomorrow,” McKinsey  
 Global Institute, July 2019, McKinsey.com.
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The most vulnerable small-business jobs tend to be in industries that require 
the lowest educational attainment and o	er the lowest wages.
Vulnerable small-business jobs1 by industry, earnings, and education

Note: Vulnerable jobs are those in which employees are predicted to be furloughed, laid o�, or otherwise unproductive (eg, kept on payroll 
but not working) during periods of strict physical distancing.

1 Excluding self-employed people.

Source: LaborCUBE; McKinsey Global Institute analysis

20 40 60 80
0

20

40

60

80

100

Vulnerable
jobs, % of
industry total
small business
jobs

Annual median earnings, $ thousand

Millions of jobs

Arts, entertaintment, and recreation

Personal
services

Administration
and waste

Repairs and
maintenance 0.5

Transportation 0.8

Real estate 0.8

Agriculture,
forestry, �shing,

and hunting <0.1

Professional,
scienti�c,

and technical

Education 0.5

Finance and
insurance
0.5

Management of
companies 0.1

Information 0.3

Utilities 0.1

Religious
and civic

Healthcare and
social assistance

Mining, quarrying, and
oil and gas extraction 0.2

>40%

% of jobs requiring
bachelor’s degree

20–40%

<20%

Accom-
modations
and food
services
7.9

1.3

1.2

1.3

1.62.8

0.7

Retail
trade
3.0 Con-

struction
3.1

Manufacturing 2.1

Wholesale trade
 1.3

HIGH

LOW HIGH

4 Ibid. 

disproportionately affect those who can least afford it, 
since workers in these occupations have lower wages 
and educational attainment, on average (Exhibit 2).4 

Given the distribution of industries and occupations 
in each of the states, 42 of the 50 states will have 
a larger share of their vulnerable jobs in small 
businesses than in large ones. Vulnerable jobs in the 

other eight states are nearly evenly split between 
large and small businesses. More than half a million 
small-business jobs are at risk in 22 of the 50 
states. In California, Florida, Illinois, New York, Ohio, 
Pennsylvania, and Texas the number of vulnerable 
small-business jobs ranges from 1.0 million to  
3.5 million per state. 
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Small businesses are a recognized proving ground 
for entrepreneurs, a vibrant source of innovation 
and competition, and an essential source of 
employment. They are suppliers and customers to 
the broader economy and deeply embedded in local 
communities. Many were vulnerable even before 
the crisis, with the median small business holding a 
27-day cash buffer in reserve.5 

The public and private sectors have taken 
significant steps to support small businesses and 

their employees. They have made some resources 
available to help small business weather the 
immediate crisis. 

There is still a long journey ahead. More should 
be done to understand the underlying fragility 
of individual sectors and firms over the medium 
and longer term. Such an analysis will be helpful 
in understanding how to best support small 
businesses, their owners, and their employees 
through and after the COVID-19 crisis.

There is still a long journey ahead.  
More should be done to understand  
the underlying fragility of individual 
sectors and firms over the medium  
and longer term.
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5 “For small businesses: Cash is king,” JPMorgan Chase, September 2016, institute.jpmorganchase.com.
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