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SCALEUP COMPANIES drive economic growth 
around the world. Southeast Michigan is no 
different, with scaleup firms sitting at the 
core of the region’s economic renaissance. 
To explore the relationship between employ-
ment and scaleup firms, Endeavor Insight, in 
partnership with the New Economy Initiative 
(NEI), initiated an in-depth study of the region’s 
fastest growing entrepreneurs. We defined 
scaleup firms as companies with at least 10 
employees and 20% or greater annual employ-
ment growth over the previous three years. 
In the process, we analyzed employment and 
company formation trends since 2007, reveal-
ing five key findings:

Despite playing a role in inventing scale-
up entrepreneurship, Southeast Michigan’s 
economy has declined in recent decades. The 
2008 Financial Crisis caused a series of busi-
ness failures, and sent regional unemployment 
up by nearly 10 percentage points at its peak. 
Now, six years after the crisis, the region’s un-
employment rate remains above its pre-crisis 
levels, and higher than that of peer cities like 
Pittsburgh and Cleveland.

EXECUTIVE SUMMARY

 Southeast Michigan is home to some of 
the world’s most iconic scaleup entrepre-
neurs. Henry Ford, John Francis Dodge, Walter 
Chrysler, and S.S. Kresge are just a few of the 
entrepreneurs who built world changing com-
panies in Southeast Michigan. In the process, 
they helped usher in an era of scaleup com-
panies that contributed to the growth of the 
American middle-class.

SOUTHEAST MICHIGAN CREATED 
SOME OF THE 20TH CENTURY’S 
MOST ICONIC SCALEUPS.

1

SOUTHEAST MICHIGAN HAS NOT 
RECOVERED FROM THE 2008 
FINANCIAL CRISIS.

2
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Between 2007 and 2012, Southeast Michi-
gan lost roughly 50% of its scaleup companies. 
In this same period, the region added 50,000 
startups and other lower-growth firms. With a 
nearly 3% increase in the region’s unemploy-
ment rate in that period, it is clear that not all 
types of firms have the same ability to create 
jobs and value for the local economy. 

Scaleup companies can return Southeast 
Michigan’s unemployment rate to pre-crisis 
levels, and a proven cycle exists to accelerate 
their growth. Scaleup entrepreneurs need ac-
cess to unique resources at each stage of their 
growth: the ambition to scale, the financial and 
human resources to grow, the commitment to 
stay in Southeast Michigan, and the desire to 
reinvest their success in the next generation. 
Each successful scaleup entrepreneur who re-
invests in Southeast Michigan accelerates this 
cycle and closes the region’s scaleup gap.

Scaleup firms are larger, create more 
jobs, and are more durable than other types 
of company. In 2012, the average scaleup 
employed 69 people, compared to eight at 
lower-growth firms and just two at startups. 
Between 2007 and 2012, the average scaleup 
created nine jobs, while lower-growth firms 
and startup firms created two and one, re-
spectively. Firms with at least one high-growth 
period between 1990 and 2012 were twice as 
durable as firms that never experienced high 
growth.

SOUTHEAST MICHIGAN MUST 
OVERCOME A SCALEUP GAP.3

THERE IS A PROVEN CYCLE 
TO ACCELERATE SCALEUP 
COMPANIES.

5

SCALEUP FIRMS DRIVE HIGH-
QUALITY JOB GROWTH IN 
SOUTHEAST MICHIGAN.

4
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NYC = ROLE MODEL

HENRY FORD WAS one of the world’s first 
scaleup entrepreneurs. In 1912, his company 
produced just 6,000 Model Ts. Six years later, 
Ford was producing 700,000 cars a year. To 
meet the demand for its cars, the compa-
ny grew rapidly, and to keep up, Henry Ford 
doubled wages to $5 per day for thousands 
of employees.1 Ford’s workers in turn became 
Ford’s customers, joining the region’s nascent 
middle class in the process. In just a decade, 
Ford created and then dominated an entirely 
new industry, scaling his business and chang-
ing the way people moved, worked, and lived 
in the process.

In just a few decades, Southeast Michigan 
became home to a newly minted automo-
tive entrepreneurship ecosystem. A network 
of original equipment manufacturers (OEMs) 
arose to supply Ford, and entrepreneurs like 
John Francis Dodge and Walter Chrysler built 

rival companies that piggybacked on the re-
gion’s network or suppliers and accumulated 
talent. Between 1920 and 1950, these entre-
preneurs’ ambitions transformed the city, ex-
panding its population fivefold from 286,000 
to 1.5 million, and turning Southeast Michigan 
into a major center of U.S. economic power.2  

This culture of scaleup entrepreneurship 
was responsible for the region’s ascendance. 
As it diminished through the second half of the 
20th century, so too did Southeast Michigan’s 
economy. Punctuated by the 2008 financial 
crisis, the decline of scaleup businesses in the 
region now poses a serious threat to South-
east Michigan’s recovery and rebirth. The next 
engine of growth in the region may not be 
automobiles, but it is scaleup businesses, re-
gardless of the industry, that will revitalize the 
region’s economy and create a new generation 
of scaleup entrepreneurs.

gg

Southeast Michigan created some of the 20th centu-
ry’s most iconic scaleups.
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THE 2008 FINANCIAL CRISIS HIT SOUTH-
EAST MICHIGAN as hard as any metro area in 
the country. Unemployment peaked at over 
15%, its largest companies went bankrupt, and 
Detroit itself teetered on the precipice of insol-
vency. Even as the broader U.S. economy has 
found a new footing, Southeast Michigan con-
tinues to suffer from higher unemployment 
than it did before the crisis. The Financial Crisis 
is over, but many of the region’s fundamental 
economic challenges remain unsolved.

 UNEMPLOYMENT STILL ABOVE 
PRE-CRISIS LEVELS.  The most troubling 
symptom of Southeast Michigan’s economic 
decline is its persistently high unemployment 
rate. While the broader U.S. economy has 
returned to its pre-crisis unemployment levels, 

Southeast Michigan’s has not. The region, 
defined as the Detroit-Warren-Livonia, MI 
Metropolitan Statistical Area (MSA), has unem-
ployment levels that exceed pre-crisis levels by 
almost a percentage point and its 2004 aver-
age by more than two percent.3  

The human impact of persistent unem-
ployment cannot be overstated. The long-
term unemployed are more likely to earn less 
once they do find a job, have poorer health, 
and raise children with worse academic per-
formance than their employed peers.4 South-
east Michigan’s unemployment rate has a deep 
human impact that will continue to impact the 
productivity of both the region and its people 
well into the future. 

Data from the Bureau of Labor Statistics 
demonstrates the persistence of this problem. 

Southeast Michigan has not recovered from the 2008 
Financial Crisis.

U
n

em
p

lo
y

m
en

t 
ra

te

Year

Note: Bureau of Labor Statistics (BLS) data for Detroit-Warren-Livonia Metropolitan Statistical Area (MSA).
Unemployment rate reported monthly and seasonally adjusted except October 2014.
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Between December 2007 and October 2014, 
Southeast Michigan’s labor force shrank from 
2.14 million to 2.01 million, with more than 
127,000 people either leaving Southeast Michi-
gan or dropping out of the labor force.5 De-
spite the shrinking labor force, the number of 
unemployed people in the region increased by 
more than 3,000, from 163,000 to 166,000.6 
Because of the shrinking labor force and in-
creased unemployment, the region needs to 
create 14,000 new jobs to reduce unemploy-
ment to pre-crisis levels. 

 SOUTHEAST MICHIGAN LAGS PEER 
METRO AREAS. The severity and persistence 
of the region’s unemployment challenge is 
unique among its peer metropolitan areas. 
We compare the average unemployment rate 

in 2013 for MSAs with a population between 
two and six million and similar median per 
capita income and poverty levels. Among 
these nine cities, Southeast Michigan has the 
highest unemployment rate by more than a 
full percentage point. On a list of the 49 larg-
est metro areas in the U.S., Southeast Michigan 
ranks 46th by unemployment rate, ahead of 
only Providence, Las Vegas, and California’s 
Inland Empire.7 Peer cities across the US have 
begun their recovery from the recession, and 
Southeast Michigan must find for new engines 
of economic growth in order to join them.
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Note: Bureau of Labor Statistics (BLS) data for Detroit-Warren-Livonia Metropolitan Statistical Area (MSA).
Unemployment rate reported monthly and seasonally adjusted except October 2014.



Total Southeast Michigan firms, 2007-2012

2007

Legend:

10,000 Lower-growth firms

10,000 Startup firms

Note: Startup firms are three or fewer years old. Lower-growth firms are greater than three years old and did not have at lest one 

three year period of employment growth greater than or equal to 20% between 2007 and 2012.

2012

273,000 firms

330,000 firms
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PEOPLE ARE LEAVING SOUTHEAST MICHI-
GAN because they can’t find jobs, and those 
that stay confront one of the most challenging 
labor markets in the U.S. The total number of 
companies in Southeast Michigan has actually 
increased, but these companies are not creat-
ing new jobs, and many are in fact destroying 
them. Persistent unemployment is just a symp-
tom of a much more important problem: the 
decline of scaleup firms in Southeast Michigan.

 MORE STARTUPS HAVE NOT LED TO 
MORE JOB GROWTH. We look at a dataset 
of over 600,000 Southeast Michigan compa-
nies in existence at some point between 2007 
and 2012, and divide these companies into 
three categories: startups, scaleup firms, and 
lower-growth firms. In any given year, startups 
are those companies founded within the last 
three years and still operating, while scaleup 
firms are those that are not startups, have 10 
or more employees, and had annual employ-
ment growth of at least 20% over the preced-
ing three years. 

By these definitions, there were nearly 

7,000 more startups in 2012 than in 2007, an 
increase of almost 7%.8 In the same period, 
the number of lower-growth firms increased 
by more than 46,000, or 27%.9 Combined, 
Southeast Michigan has added over 50,000 
new firms in just six years. Yet in the same 
period, the region saw its unemployment rate 
jump from 7.6% to 10.1%. Neither startups 
nor lower-growth firms are making a dent in 
Southeast Michigan’s stubbornly high unem-
ployment rate.

 SOUTHEAST MICHIGAN NEEDS 
SCALEUP FIRMS. The region suffers not 
from a lack of companies, but rather from 
a lack of scaleup firms. Their decline corre-
sponds to the region’s increased unemploy-
ment rate: between 2007 and 2012, the same 
period in which unemployment jumped more 
than 2%, the number of scaleup firms in the 
region declined 47%, from 2,484 in 2007 to 
just 1,286 in 2012.10 With more than a thou-
sand fewer fast-growing firms, it is no surprise 
that Southeast Michigan has been unable to 
close its unemployment gap.

Southeast Michigan must overcome a scaleup gap.



Note: Scaleup firms are greater than three years old, have more than 10 employees, and have at least one three 

year period of employment growth greater than or equal to 20% between 2007 and 2012.
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WHY IS THE DECLINE  of scaleup firms in 
Southeast Michigan so problematic? It turns 
out that fast-growing firms not only generate 
lots of revenues, they also do most of the job 
creation. In the U.S., scaleup firms are respon-
sible for most job creation, with the top 2-3% 
of fastest growing companies creating almost 
all new jobs.11 These jobs, in turn, tend to be 
higher quality, with more opportunities for 
professional advancement, and last longer 
than jobs at slower growing companies. It is 
therefore unsurprising that Southeast Michi-
gan’s unemployment rate has increased as the 
number of regional scaleup companies has 
declined. These companies not only employ 
more people on average, but also create more 
jobs and last significantly longer than either 
startups or lower-growth companies in the 
region.

 SCALEUP FIRMS ARE EMPLOYERS. 
Southeast Michigan’s scaleup firms employ 
large numbers of people. In 2012 alone, the 
average scaleup firm employed more than 
eight times as many people as the average 
lower-growth firm, and 35 times as many as 
the average startup.

 SCALEUP FIRMS ARE JOB-CREATORS. 
Local scaleup firms don’t just employ more 
people; they also create many more jobs than 
other types of companies. We looked at firms 
that created new jobs between 2007 and 2012, 
and among these job-creators, the aver-
age scaleup firm created nine jobs over the 
preceding six years, while the average low-
er-growth company created two. Startups 
barely registered, creating on average just one 
job per firm.12  

 SCALEUP FIRMS ARE DURABLE. Scale-
up firms last longer than other types of firms, 
and the jobs they produce are more stable 
as a result. We look at all firms in existence 
between 1990 and 2012 in Southeast Michi-
gan, and find that firms that had at least one 
period of high-growth lasted on average 14 
years, while those firms that did not have a 
high-growth period survived just seven years.13 
A 2008 study from the U.S. Small Business 
Administration found similar results: only 3% 
of scaleup firms failed in the four years after 
they experienced high-growth.14 These firms 
last twice as long as lower-growth companies, 
and, throughout their lifecycle, employ more 
people, create more jobs, and are less likely to 
fail than their peers.

Scaleup firms drive high-quality job growth in 
Southeast Michigan.



Avg. employees per Southeast Michigan company, 2012
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Scaleups
employ:

8x
as many people as 
lower-growth firms

35x
as many people 

as startups

2x
as long as other 
types of firms

Scaleups
create:

Scaleups
last:

5x
as many jobs as 

lower-growth firms

9x
as many jobs 
as startups
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TO REDUCE UNEMPLOYMENT to 2007 levels, 
Southeast Michigan will need to create more 
than 14,000 new jobs. Entrepreneurship is an 
important vehicle for closing this gap, but only 
if the companies themselves are fast growing.  
Scaleup firms have a unique potential to create 
jobs, and finding ways to support them and 
the entrepreneurs who lead them can yield 
outsized benefits for Southeast Michigan.

 THE ENTREPRENEURSHIP GROWTH 
CYCLE. Scaleup firms are distinct from av-
erage companies, and at each stage of their 
growth, they have unique requirements. En-
trepreneurs must have the ambition to scale 
their companies and access to the resources 
to make them grow. Once they have become 
successful, these entrepreneurs and their 
companies can accelerate the growth of other 
companies by staying engaged in the local en-
trepreneurship ecosystem and reinvesting their 
success in the next generation. This growth 
cycle is one that has been repeated all over the 

world, from Silicon Valley’s information tech-
nology sector to Nashville’s healthcare com-
panies.15 Southeast Michigan now has a unique 
opportunity to spur the growth of this cycle, 
supporting scaleup firms and creating thou-
sands of jobs in the process.

 SOUTHEAST MICHIGAN CAN SUP-
PORT SCALEUP FIRMS. Policymakers can 
best support these firms by understanding the 
drivers and barriers to scaleup firms’ growth. 
We interviewed over 50 regional scaleup 
entrepreneurs, and found that there are many 
opportunities to promote Southeast Michigan’s 
strengths, as well as challenges preventing 
more entrepreneurs from following in their 
path. As part of a forthcoming assessment, 
we analyze these strengths and weaknesses, 
recommend pathways for improvement, and 
highlight six of these entrepreneurs in case 
studies, demonstrating the human face of 
high-growth entrepreneurship. 

There is a proven cycle to accelerate scaleup compa-
nies.
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METHODOLOGY
The region’s economy extends well be-

yond Detroit, and for the purposes of this 
report, we define Southeast Michigan as the 
Detroit-Warren-Livonia Metropolitan Statis-
tical Area (MSA). The regional MSA is defined 
as the six-county region of Lapeer, Living-
ston, Macomb, Oakland, St. Clair, and Wayne 
counties.16 This region had a total combined 
population of 3.7 million people as of the 2010 
Census.

We draw data for this report from three 
principle sources. Firm-level data comes from 
the National Establishment Time-Series Data-
base, a longitudinal database of job creation 
and destruction from over 900,000 estab-
lishments in the Detroit-Warren-Livonia MSA 
from 1990 to 2012. Unemployment statistics 
for Southeast Michigan and peer cities come 
from the Bureau of Labor Statistics (BLS). Data 
relating to the needs of Southeast Michigan’s 
high-growth firms comes from interviews and 
surveys with over 100 high-growth entre-
preneurs, investors, policymakers, and other 
entrepreneurship stakeholders conducted in 
Southeast Michigan between June and Sep-
tember 2014.
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ENDEAVOR is leading the global high-impact entrepreneurship movement to catalyze long-term 
economic growth. Over the past fifteen years, Endeavor has selected, mentored, and accelerat-
ed the best high-impact entrepreneurs around the world. To date, Endeavor has screened more 
than 30,000 entrepreneurs and selected 1,000+ individuals leading 600+ high-impact compa-
nies. These entrepreneurs represent over 400,000 jobs and over $6.8 billion in revenues in 2013 
and inspired future generations to innovate and become entrepreneurs too.

ENDEAVOR INSIGHT, Endeavor’s research arm, studies high-impact entrepreneurs and their 
contribution to job creation and economic growth. Its research educates policy makers and 
practitioners on how to accelerate entrepreneurs’ success and support the development of 
strong entrepreneurship ecosystems. In 2013, Endeavor Insight joined with the Kauffman Foun-
dation and the World Bank to co-found the Global Entrepreneurship Research Network (GERN).

ABOUT US

THE NEW ECONOMY INITATIVE is a special project of the Community Foundation for South-
east Michigan. It is the largest economic development initiative of its kind, and is working to make 
thousands of ideas the next economic engine by building a network of support for entrepreneurs 
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