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Minority-owned microenterprises play a critical role in economic development in
underserved communities in the United States, yet persistent disparities in business
performance remain. Prior research suggests that Black- and Hispanic-owned
microenterprises face lower profitability and revenue relative to their White-owned
counterparts, reflecting structural constraints such as limited access to capital,
professional networks, and digital resources. As artificial intelligence (Al) becomes
increasingly embedded in entrepreneurial decision-making, an important question is
whether strategic Al use mitigates or reinforces these disparities. Drawing on the
resource-based view (RBV) and critical race theory (CRT), this study examines whether
strategic Al use moderates the relationship between minority ownership and
microenterprise performance.

Using data from the 2024 Entrepreneurship in the Population (EPOP) survey,
ordered logistic regression models are employed to analyze profitability and revenue
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outcomes across Black-, Hispanic-, and White-owned firms. The results provide partial
support for Hypothesis 1: minority ownership is only weakly associated with lower
profitability (marginally significant, one-tailed) and shows no consistent differences in
revenue once controls are included. In contrast, strong support is found for the
moderating role of strategic Al use in profitability outcomes. Strategic Al use
significantly attenuates, and in some cases reverses, the negative association between
minority ownership and profitability. However, no moderating effect is observed for
revenue outcomes.

These findings suggest that while baseline performance disparities are modest and
context-dependent, strategic Al use functions as a conditional resource that can reduce
profitability gaps among minority-owned firms. The results contribute to the literature on
racialized entrepreneurship and Al use by demonstrating that the performance effects of
Al use may vary across organizational contexts and outcomes. Policy implications
highlight the importance of targeted Al access, digital capability development, and
equitable technology diffusion to ensure that emerging technologies contribute to

inclusive economic growth.

vii



DEDICATION

This dissertation is dedicated to my parents, Clement Konwufine Ayafor and
Lucia Momek Mbapeh. You taught me that education is more than the pursuit of
knowledge—it is a pathway to opportunity, service, and transformation. Y our sacrifices,
resilience, and unwavering belief in me, planted seeds that will continue to bear fruit
across generations. I stand today on a foundation built by your faith, hard work, courage
and wisdom.

To my sister, Elizabeth, thank you for being my shield, my protector, and a
constant source of strength. Your courage, boldness, and unwavering love have taught me
to trust my voice, move with confidence, and pursue what once felt impossible.

To my son, Bernard, you are the greatest gift God has entrusted to me. Every late
night, every challenge, and every milestone along this journey carried a deeper purpose
because of you. You inspire me to dream bigger, work harder, and lead by example. My
hope is that one day you will look at this accomplishment and know that perseverance,
faith, and determination can overcome even the most difficult obstacles.

To the women rebuilding while raising children—this is for you. Your strength is
sacred, your sacrifices matter, and your dreams are still worthy. May you find the
courage to pursue what God placed in your heart. I also dedicate this work to every
entrepreneur building against unseen barriers. May this research contribute to a future

where innovation expands opportunity, and success is not limited by circumstance.



Above all, I dedicate this achievement to God. Every step of this journey has been
sustained by His grace. When the road was uncertain, He provided direction. When the
burden felt heavy, He provided strength. What began as a goal became a testimony of His

faithfulness. To Him be all the glory!



STRATEGIC ARTIFICIAL INTELLIGENCE USE AND MICROBUSINESS

PERFORMANCE: EVIDENCE FROM U.S MINORITY-OWNED BUSINESS

LIST OF TABLES ...ttt ettt et st xiil
LIST OF FIGURES ... oottt ettt ettt et XV
CHAPTER 1: INTRODUCTION ...ttt e 1
CHAPTER 2: LITERATURE REVIEW .....oiiiiiii i 7
2.1 Diverse Structural Challenges and Outcomes Among Minority Entrepreneurs....... 7
2.1.1 Black ENtrePren@UIS......ccccuviiiiieiiiieeciiesaieeeectasesieeeeteeesveeessaeeeeaeeensaeesnseeesnneens 8
2.1.2 HispaniC ENtrepren@UIS ........cccviieiiieiiiieeeieeeiieeeieeeeteeesveeesveeeeaeesseeeenaeeeennas 10
2.1.3 Other/Multi-Racial Minority GroUPS.........cceeveerriveerireeeriieenieeesieeeereeesveeeeenes 11

2.2 Majority ENtrePIENEULS . .ocuvieeiiieiiiiieeiieeeieeeeiteeeiee et e et e et e e e e eaaeesraeesnreeennns 13
2.3 Targeted Programs and Minority Business Performance ............ccccocceeveveenneenee. 14
2.4 Minority Microenterprises and Artificial Intelligence..........ccccoevvveveiiencieencneeennee. 15
2.5 SUIMIMATY .eetiiiiiiiee ettt e ettt e e e ettt e e e et e e e esabtaeesensaeeeeansseeeeennsseeesanssseeennnns 19
CHAPTER 3: HYPOTHESIS DEVELOPMENT ..ottt 20
3.1 Hypothesis 1 on Minority-Majority Performance Differences...........ccccceeeuveennnenn. 22
3.2 Hypothesis 2: Al Usage and Performance Moderation .............ccceeeveeevveeecnveennneen. 26
CHAPTER 4: METHODOLOGY ...ttt 30
A1 DALA ..ttt et e 30
4.2 Entrepreneurial Performance OUtCOMES ........c.eeevvieeiiieeriieeiiie e 31
4.3 Key Independent and Moderating Variables ...........ccccveeviieeriieeiiieeiieeieeeee e 32

X



4.4 Entreprencur CharacteriSTICS......ccvviiirieeriiiieeiieeeieeeeieeesveeestveeeereesaeeesseeesseeesnns 33

4.5 FIrm CRaracteriSTICS ... eeiuuietieeiieitie ettt ettt ettt ettt et e e st st e e e e b e eee 35
4.6 Multivariate Analysis (Ordered Logistic Regression).........ccccveeeveeeeieeeceeesneeennne. 36
4.6.1 H1 Model SpecifiCation .........c.ccecuieeiiieeiiiieeiieeeieeeeieeeeieeesveeeiaeeeseeeeaee e 36
4.6.2 H2 Model SPecifiCation .........c.ceeeveeeiiieeiiieeiiieeeieeesieeesieeesveeesiaeesreeeevee e 37
CHAPTER 5: RESULTS ..ottt 39
5.1 Sample CONSIUCTION.....cc.uiiiiiieeiiieeiee e et eee e e e e e saee e aeeeeaeeeaaeesssaeessseeas 39
5.2 DESCTIPLIVE StAtISTICS...eeervireriiireiiieeiitieeiieeeitreeeteeesteeestteeseseeessseeesseeesseesseeessseens 40
5.3 Spearman’s Rank Correlation...........c.ceecvieeiiieeniieeniie s 45
5.4 Test of H1: Racial Disparities in Microenterprise Profitability and Revenue........ 46
5.5 Test of H2: Moderating Role of Strategic AL Use. ........ccceeevieeviieeciieeieeeiieeeeenn 47
5.6 Supplementary ANALYSES......ccveieiieeriieeeiieeeiieeeieeeeieeeseeesreeesbeeeeaeeeraeeenaeesnneeas 50
5.6.1 Race-Specific ANalYSES...ccuecciuiiiriieeiiieeiieeiee ettt e e 51
5.6.2 Within-Group ANALYSES ......ccceieriieeiiieeeiieerieeeeiee e e e e eeeeereeesreeesree e 52
5.6.3 Revenue Subgroup ANAlySiS. ....cccuvieeiiieriieeiiie e 52
5.6.4 Profitability SubZroup ANalysiS........cccceeeuieeriiieeriieeiiieeieeeiee e 54
5.6.5 Replication with Combined 2024—2025 Data. .......cccceeeeveeeevieeiieeeieeeeveeeene 55
5.6.6 Simultaneous Estimation of Profitability and Revenue............cccoeevvveennnnnne. 55
5.7 Summary of Hypothesis TEStS .....cccuiiriiieiiieeiieeiee e 56
CHAPTER 6: DISCUSSION ... oottt ettt 58
6.1 The Minority Performance Gap: and Nuanced Evidence for HI ........................... 58
6.2 Strategic Al Use as a Performance Moderator ............cccceeevvieenieeenieeecieeeiieeeeenn 60
6.3 The Revenue Puzzle and Why H2b was Not Supported .........cccceeevvveevieencneennnenn. 62

xi



6.4 TheoretiCal CONIIIDULIONS ... .ceeeiieeiee et e e e e e e e aeaeens 63

6.5 Implications for Practice and POIICY .......c.ccccovvieeiiiiniiiiciice e 64
CHAPTER 7: CONCLUSION ..ottt eee e s 67
APPENDICES ...ttt ettt ettt e et e bt et e eneesseenteeneen 73
REFERENCES ... oottt ettt ettt et e st e s e eneenseenseeneens 97

xii



LIST OF TABLES

Table 1 Variable Definitions..........ccooiiiiiiiiiiiiiiiieeeee e 74
Table 2 Sample CONStIUCTION........cuiieiiieeiiieeciie et e eree et e eteeeereeesaeeesreeeereeeeaseeens 75
Table 3 Industry Distribution of Analytic Sample...........ccceeeeieerciieniiieeieeciee e, 76
Table 4 DeSCTIPtIVe STAtISTICS...uuiieireeriieeiieeertieerteeerreeetreeeiteeeeteeesseeesseeeesseeensseeens 77
Table 5 Distribution of Key Variables..........cocuveeiiiiiiieeiiiiiiiiee e 79
Table 6 Spearman Rank-Order Correlation MatriX .........cccceeiveeeciieeriieeniieeeiie e 81

Table 7 Ordered Logistic Regression of Minority Status on

Business Performance (H1) .....c..oooiiioiiiiiiiieeiee et 82
Table 8 Moderating Effect of Strategic Al Use on the Minority

Performance Gap (H2) .....ccoveiiiiiiiieciiee ettt 83
Table 9 Supplementary Analyses: Race-Specific Effects on

Business Performance.........c...oooiiiiiiiiiiiii e 84
Table 10 Supplementary Analysis: Moderating Effect of Strategic Al

USE DY RACE ..ottt e et e e e tae e e e e enseeessseeennseeens 85
Table 11 Within-Group Robustness: Al Effects on Performance by Race ................ 87
Table 12 Revenue Subgroup Analysis: Moderating Effect of Al on Revenue
PerfOrmancCe ......c...eouiiiiiiie e e 88
Table 13 Profitability Outcomes by Revenue Category: Moderating Effect of

SErAtE@IC AL USC....eiieiiieeiiieeiie ettt ettt e et e e e e e e e tae e eaeeeesbeeessseeennseas 89

xiii



Table 14 Revenue Outcomes by Profit Category: Moderating Effect of
SErAtE@IC AL USC...ueiiiiiieeiii ettt ettt e et e e e e tae e e tae e saeeessseeensseeennseas 90
Table 15 H2 Replication with Combined 20242025 Data91Table 16 Three-Stage least

SQUATES (3SLS) STIMALES ....eeevvieeiiieeiieeeieeeeiee et e e reteeere e e e e erreesnbeeesaseeesnseeennseeennns 92

X1V



LIST OF FIGURES

Figure 1 Predicted Probability of Reporting Profits by Minority Status and Strategic Al

Figure 3 Predicted Probability of High Revenue (>$100,000) by Minority Status and
SHrAtEZIC AL USC...uiiieiiieeiie ettt ettt et e e e s e s et e e eateesnsaeesnsaeessseeennseesnseas 95
Figure 4 Predicted Probability of Low Revenue (<$100,000) by Minority Status and

SHrAtEZIC AL USC .. uiiieiiieeiie ettt et ste e e st e e staeeeeseeesteeessaeesssaeessseeensseesnsens 96

XV



CHAPTER 1: INTRODUCTION

Minority-owned micro-enterprises play an important role in the United States
(U.S.) economy, especially in underserved communities and neighborhoods. These
enterprises promote entrepreneurship, innovation, economic diversification, resilience,
job creation, and equitable economic growth (Deller & McConnon, 2009). Despite their
economic importance, persistent disparities in business performance outcomes of
minority- and majority-owned microenterprises remain a defining feature of the U.S.
entrepreneurial landscape. The disparities are more evident among Black and Hispanic
micro-enterprises, which are characterized by lower profitability and revenue, slower
growth rates, and a higher likelihood of closure.

Prior research consistently documents that minority microenterprise owners—
including Black, Hispanic, Other/Multiracial groups—tface structural barriers related to
capital access, professional networks, managerial resources, and digital readiness. These
constraints limit their ability to scale operations, enhance profitability, and sustain long-
term competitiveness relative to majority-owned firms (Bates & Robb, 2016; Carpenter
& Loveridge, 2018). Within the contemporary digital economy, artificial intelligence
(AI) emerges as an enabling technology that can enhance microenterprises’ decision-
making, automate operations, and expand market reach. The central premise of this
dissertation is to examine whether the strategic use of Al serves as a moderator for
business performance disparities between minority- and majority-owned microenterprises

in the United States.



Over the years, policy interventions have been implemented in the United States
to support minority-owned microenterprises, however, performance gaps still exist
between minority- and majority-owned microenterprises. Black-and Hispanic-owned
microenterprises, especially, still record lower profitability levels, lower revenues, and
lower business survival rates compared to their White counterparts (Fairlie et al., 2022).
Given the systemic nature of capital, credit access barriers, and other challenges, existing
disparities are likely to persist. Most existing research focuses on access to capital,
managerial experience, market position, and the perception that technology usage is race
neutral.

While Al emerges as a transformative tool capable of enhancing efficiency and
decision-making, a significant empirical gap exists regarding whether Al benefits all
businesses equally. Much of the existing research on Al use implicitly assumes firm
homogeneity, overlooking how racialized barriers—including access to capital, digital
readiness, and structural discrimination—shape Al use and effective implementation
(Mohib et al., 2025). The limited body of work that examines minority-owned
microenterprises and technology use has rarely explored AI’s differential effects across
racial groups. Nor has prior research rigorously assessed whether Al tools are accessible,
effective, or strategically advantageous for minority-owned firms, particularly those
operating under financial constraints, limited managerial capacity, and longstanding
systemic inequities.

Minority entrepreneurs, most of them Black microenterprise owners, as indicated
by Bates et al. (2018) and Poole et al. (2021), have endured decades of discriminatory

lending, inability to access financial markets, and systemic prejudices in business



networks. The proper implementation of Al technologies can enhance operational
efficiency, marketing strategies, and data-driven decision-making (Al-Surmi et al., 2022).
However, the implementation is dependent on already established capabilities - financial,
digital, and cognitive ones, which are not equally accessible to all entrepreneurs. The
research question then becomes, does strategic Al use enhance business performance
outcomes equitably between minority- and majority-owned microenterprises, or does it
risk reinforcing existing disparities?

I consider two theories to answer this research question. First, critical race theory
(CRT) emphasizes that racial inequalities are deeply embedded within social, economic,
and institutional systems (Delgado & Stefancic, 2017). These structural and institutional
barriers generate systematic differences in profitability and revenue that cannot be
adequately explained by managerial ability, entrepreneurial effort, or market conditions
alone. In my first hypothesis, I expect that Black- and Hispanic-owned microenterprises
generate lower profits and revenue compared to their White-owned counterparts.

Second, the resource-based view (RBV) of the firm suggests that strategic Al use
provides an important firm resource and improves firm performance (Barney, 1991).
However, Black- and Hispanic-owned microenterprises frequently operate from lower
baseline levels of operational capacity and performance because of the structural and
institutional constraints emphasized by CRT. Accordingly, strategic Al use may
disproportionately benefit Black- and Hispanic-owned microenterprises, thereby reducing
observed racial disparities in performance outcomes (Abe, 2023). As a result, I expect
that strategic Al use moderates racial disparities in microenterprise performance

outcomes.



Using the Entrepreneurship in the Population (EPOP) survey data, I develop two
empirical specifications to test my hypotheses. First, profitability and revenue measures
on an indicator variable for minority status and control variables to determine if Black-
and Hispanic-owned microenterprises generate lower profits and revenue as expected.
Second, a strategic Al use variable is added and then interacted with minority variables to
provide evidence of the moderating effect of strategic Al use.

The findings reveal that minority-owned microenterprises are weakly associated
with lower profitability but not lower revenue once entrepreneur and firm-level
characteristics are accounted for. The main effects of strategic Al use on business
performance outcomes are not uniformly positive; however, the interaction between
minority ownership and strategic Al use is significant and positive for profitability.
Minority entrepreneurs who use Al strategically exhibit substantially higher odds of
profitability than would be expected from either minority status or Al use alone. This
moderating effect is not observed for revenue. These findings suggest that strategic Al
use may help narrow racial disparities in entrepreneurial profitability, though the cross-
sectional design precludes causal claims.

The findings of this study hold significant implications for policymakers,
entrepreneurship support organizations, particularly those advancing digitally assisted
decision making as solutions for challenges faced by minority-owned microenterprises.
In the absence of empirical evidence demonstrating whether such initiatives reduce or
inadvertently exacerbate racial performance disparities, well-intentioned programs risk
allocating resources in ways that reinforce, rather than alleviate, existing inequities

(Addo, 2017). Prior research by Bates et al. (2018) and Poole et al. (2021) documents



persistent barriers encountered by minority-owned microenterprises, including
discriminatory lending practices, restricted access to formal financial markets, and
systemic exclusion within business networks (Al-Surmi et al., 2022). Yet, when
effectively implemented, Al technologies have the potential to enhance operational
efficiency, strengthen marketing capabilities, and support more informed decision-
making.

This study offers both theoretical and practical contributions by examining Al use
among minority-owned microenterprises as a collective group. It extends the racialized
entrepreneurship literature by incorporating multiple minority subpopulations, situating
Al use within the broader context of structural inequities and providing empirical
evidence on whether strategic technology use meaningfully narrows performance gaps
(Johnson, 2025). The results have direct relevance for government agencies, incubation
programs, and entrepreneurship education initiatives. If Al demonstrates a beneficial
moderating effect on performance disparities, the findings will support the development
of targeted digital literacy programs, subsidized Al onboarding, and technical assistance
tailored to minority entrepreneurs. Conversely, if disparities persist despite Al use, the
evidence will underscore the need for deeper structural reforms—such as addressing
algorithmic bias, expanding equitable access to capital, and confronting systemic barriers
that restrict the ability of minority-owned firms to leverage emerging technologies.

The remainder of this dissertation is structured as follows: Chapter 2 conducts a
literature review of minority micro-enterprise performance, Al use, and structural
inequities. Chapter 3 develops the hypotheses using the CRT and the RBV framework.

Chapter 4 describes the research methodology, including the data sources, variables, and



model specifications. In Chapter 5, the sample is discussed and the results are presented;
a discussion of the results, implications to theory, policy, and practice are presented in
Chapter 6. Finally, Chapter 7 draws conclusions, discusses limitations, and identifies

directions for future research.



CHAPTER 2: LITERATURE REVIEW

The integration of new technologies into business operations presents both
significant opportunities and substantial challenges for micro-enterprises. While digital
transformation and Al in particular offer considerable potential to enhance
competitiveness, improve operational efficiency, and expand market reach, these benefits
are not distributed equally across racial and ethnic groups (Korcsmaros et al., 2025). For
minority-owned microenterprises, including those owned by Black, Hispanic, and
multiracial entrepreneurs, long-standing structural and historical disadvantages continue
to constrain firm survival, operational capacity, and performance outcomes.

This chapter reviews the existing body of literature to examine the roots and
manifestations of racial disparities in entrepreneurial performance. The discussion
synthesizes evidence on financial and demographic determinants of business outcomes
and evaluates the role of Al as an emergent transformative force with the potential to
reshape performance trajectories (Korcsmaros et al., 2025). Through this review, the
chapter establishes the empirical and theoretical foundations necessary to understand how
race, resources, and technology intersect in shaping microenterprise success in the
contemporary economy.

2.1 Diverse Structural Challenges and Outcomes Among Minority Entrepreneurs

Black and Hispanic entrepreneurs are the predominant minority entrepreneurs
across U.S. industries; however, research indicates that these groups encounter numerous
structural barriers in their entrepreneurial journey. Existing literature

7



(Bates & Robb, 2016; Fairlie et al., 2022) highlights some of these challenges, noting
that, while most challenges are similar across minority groups, others disproportionately
affect specific minority groups.

2.1.1 Black Entrepreneurs

Black entrepreneurs in the United States face entrenched systemic barriers that
limit access to financial resources necessary for business formation, growth, and long-
term competitiveness. Evidence of econometric modeling using large-scale U.S. datasets
on startup and administrative financing (Fairlie et al., 2022), found enduring racial
differences in access to startup capital between Black- and White-owned startups. Black
business owners experience disproportionately high loan denial rates, even after
controlling for creditworthiness, business viability, and financial documentation. These
disparities reflect anticipated discrimination within lending processes, manifested through
both discouragement effects and more subtle institutionalized forms of prejudice (Fairlie
et al., 2022). These capital issues are not merely regarding the discrimination of lenders
but also concerning the behavior of the borrowers. Fairlie et al. (2022) discovered that
Black entrepreneurs also do not apply loans as frequently as White entrepreneurs because
they expect to be turned down, which is also a demand side effect since they are
discouraged to apply loans when they are creditworthy but barriers to supply are also
possible.

These trends are consistent with the discussion of ethnic entrepreneurship by
Parker (2018), who points out capital market discrimination as the most empirically well-
founded mechanism that explains the presence of persistent racial disparities in business

formation and performance. Parker claims that unequal access to financial capital



generates a cycle in which minority entrepreneurs, especially African Americans, are
denied loans more effectively and at an increased cost after adjusting for such visible
signs of creditworthiness. He also highlights the impact of discouraged borrowers, who
one would expect to be rejected, deters the rates of loan applications as applied by
minority entrepreneurs and thus limits access to other faster-growing and more lucrative
industries (Parker, 2018). Within its context, there are not only entrepreneurial
endowments generating performance differentials, but the balance results of the supply-
side constraints, as well as the demand-side reactions in the market environment, support
structural inequality in entrepreneurial achievement.

Black entrepreneurs have limited representation in influential professional
industry networks, which are critical channels for accessing mentorship, market
information, and resource-sharing opportunities. Limited network embeddedness reduces
visibility to potential investors, restricts participation in entrepreneurial ecosystems, and
diminishes access to strategic partnerships (Wingfield & Taylor, 2018). As a result, Black
entrepreneurs often rely heavily on personal savings, family resources, or informal
lending channels, which are insufficient to support business expansion or cushion against
operational risks.

The difference between the supply-side and the demand-side processes explains
the origins of racial inequality in the performance of micro-enterprises. On the supply
side, there are factors related to the differences in the human capital, financial resources,
and abilities of the firm, and on the demand side, there are factors associated with how
lenders and markets access minority-owned business. Fairlie et al. (2022) contribute to

demand-side explanations of financing disparities by demonstrating that Black business
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