


FOREWORD

A Note from Our President & CEO

Artificial intelligence is rapidly changing the way we work, compete, and build businesses.

But as with every major economic transformation, the real question is not simply what the

technology can do. It is who will have the opportunity to benefit from it.

For America’s smallest businesses, that question is especially important.

Entrepreneurs running businesses on their own or with only a handful of employees operate every day

with limited time, limited capacity, and limited resources. AI has the potential to change that equation—

helping an entrepreneur create content, analyze information, reach customers, prepare documents,

plan for growth, and accomplish work that might otherwise require additional staff or outside expertise.

Yet The Main Street AI Paradox reveals something we cannot ignore: the businesses that may have the

most to gain from AI are often the least likely to be using it.

That presents both a challenge and an opportunity.

If we want AI to become a tool for economic mobility and business growth, we must move beyond

simply telling entrepreneurs that these technologies exist. We must help them see how AI applies to

the businesses they are already building, give them opportunities to experiment with it, and ensure

they have the digital infrastructure and trusted support necessary to turn experimentation into

meaningful business outcomes.

For more than three decades, AEO has worked to expand opportunity for Main Street entrepreneurs

and strengthen the organizations and institutions that serve them. Today, that mission requires us to

think seriously about how technological change will shape the next generation of entrepreneurship.

This research is an important step in that work. Our hope is that it challenges policymakers, funders,

technology companies, financial institutions, and business-support organizations to think differently

about AI adoption—not simply as a technology issue, but as an issue of capacity, competitiveness, and

economic opportunity.

The future of AI on Main Street is still being written. We have an opportunity to ensure that America’s

smallest businesses are not simply included in that future, but positioned to thrive in it.

Natalie Madeira Cofield

President & CEO

Association for Enterprise Opportunity
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Endnotes
Author’s calculations using the 2023 U.S. Census Bureau Annual Business Survey and Nonemployer Statistics (ABS/NES-
D). 

All estimates reflecuthor’s calculations using the Entrepreneurship in the Population (EPOP) Survey Project Restricted Use
Data File: 2025 and 2024. NORC at the University of Chicago. EPOP.norc.org. All estimates reflect "microbusiness" owners
—businesses with fewer than ten employees, referred to throughout as small or very small businesses—representing
96.5% of all U.S. firms, with survey weights applied throughout. AI adoption is measured using the question, "Is your
business currently using generative AI?" Before responding, survey participants were shown a definition describing
generative AI as a category of AI that generates new content—including text, images, audio, and video—rather than
simply analyzing existing data, with large language models (LLMs) such as those powering chatbots noted as a common
example. Response options were Yes, No, and Unsure; respondents selecting Unsure are treated as non-adopters in this
analysis. Because the question asks about intentional, conscious use of generative AI tools, it likely undercounts
adoption that occurs through AI features embedded in other software—such as writing assistants or email platforms—
that users may not recognize as generative AI. 

Transaction data from the JPMorgan Chase Institute corroborates the pattern: in 2025, employer firms were nearly twice
as likely as nonemployer firms to have paid for AI services (26.1% versus 15.3%). See JPMC Institute (2025).
Understanding the Use of AI Among Small Businesses. JPMorgan Chase Institute.   

Author’s calculations using the 2023 U.S. Census Bureau ABS/NES-D. 

The difference in relevance perception between solo operators and small employer firms is statistically significant (p =
0.015). All group comparisons in this brief that are described as significant meet at least the p < 0.05 threshold. This
pattern isn't unique to the smallest businesses. The Federal Reserve's Small Business Credit Survey finds the same
among larger non-adopting firms—"not applicable to my business" is the leading reason for non-adoption, cited by a
majority of non-adopters.

AI-using microbusiness owners are more likely to report business challenges, not less. Specifically, they're more likely to
struggle with taxes (53% vs. 30%), setting up an online presence (50% vs. 16%), finding customers (43% vs. 35%), and
accessing capital (23% vs. 12%). 

After controlling for education, income, online presence, AI-specific confidence, and business characteristics, Latino small
business owners have an estimated 11.4 percentage-point higher probability of using AI than comparable white owners
(average marginal effect from survey-weighted logistic regression; p=0.049; n=526). 

Black microbusiness owners show an estimated 14.5 percentage-point higher probability of AI use than white owners in
the full model (p=0.096). The pattern is statistically significant in models without digital confidence controls (p=0.007) and
attenuates when AI-specific confidence is included, suggesting part of the advantage may work through confidence
rather than race per se. Estimates should be interpreted with caution given subgroup sample sizes.
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https://www.census.gov/programs-surveys/abs/data/nesd.html
https://epop.norc.org/
https://www.jpmorganchase.com/institute/all-topics/business-growth-and-entrepreneurship/understanding-ai-use-by-small-businesses
https://www.census.gov/programs-surveys/abs/data/nesd.html


As the leading voice of innovation in microbusiness, the Association for Enterprise Opportunity (AEO)
has an extensive history of conducting research that aims to understand, support, and promote the
interests of underserved nonemployer, small, and microbusinesses. For more than 30 years, AEO and
its member and partner organizations have helped millions of underserved entrepreneurs in starting,
sustaining, and growing their businesses. Together, AEO is working to change the way that capital and
services flow to underserved entrepreneurs so that they can create jobs and opportunities for all.

About Research at AEO

This brief was authored by Lori Smith, PhD, Head of Research & Insights at the Association for
Enterprise Opportunity. We gratefully acknowledge the NORC EPOP research team for
administering the 2025 Entrepreneurship in the Population Survey and making the public use
data available. The EPOP Survey project is conducted by NORC at the University of Chicago with
funding from the Ewing Marion Kauffman Foundation. AEO developed and funded a set of
microbusiness owner questions included in EPOP:2025, including items on generative AI use, AI
use cases, business impacts, and digital technology confidence. We are grateful to AEO
colleagues, partners, and field practitioners who offered feedback on the brief’s framing and
interpretation.
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