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Abstract
The economic disarray triggered by the COVID-19 pandemic laid bare the structural inequities that have long 
constrained small business development in underserved communities across the United States. Despite an 
unprecedented infusion of federal aid and policy interventions, many minority- and women-owned enterprises 
struggled to access or fully benefit from recovery programs, largely due to deep-rooted disparities in financial 
literacy and systemic barriers to compliance. This paper argues that a resilient and inclusive post-COVID 
recovery requires more than capital; it demands an intentional investment in equipping small business owners 
with the financial knowledge needed to navigate complex tax policies, such as those embedded in the Tax Cuts 
and Jobs Act (TCJA). Particular attention is given to provisions like Section 199A, bonus depreciation, and 
Qualified Opportunity Zones, which remain underutilized due to a lack of accessible guidance and culturally 
responsive support. The failure to embed comprehensive financial literacy into federal economic policy has 
contributed to missed opportunities for wealth building and business survival, especially in regions hardest hit 
by the pandemic. In response, this paper proposes a scalable, community-based financial literacy initiative, 
developed to serve as a transformative national model. Rooted in partnerships with trusted local organizations 
and supported by federal infrastructure, the model emphasizes strategic tax education, digital accessibility, and 
designed support to help entrepreneurs reduce tax liabilities, improve compliance, and build sustainable 
enterprises. Through alignment with the US Administration’s equity and recovery priorities, and by addressing 
the practical complexities entrepreneurs face, this initiative positions financial literacy as more than a 
peripheral concern, but as a central pillar of economic policy that is essential to narrowing racial wealth gaps, 
enhancing job creation, and ensuring long-term national growth.
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I. Introduction
The aftermath of the COVID-19 pandemic continues to shape the U.S. economy, exposing and often 

widening pre-existing disparities in access to financial resources, capital, and business support. While major 
sectors of the economy have experienced gradual recovery, many small businesses, especially those in 
historically underserved communities, remain on uneven ground. Minority-owned businesses faced higher rates 
of credit denials and elevated interest costs compared to non-minority-owned firms, highlighting systemic 
disparities in financial accessibility (Federal Reserve Bank of Atlanta, 2020). These structural challenges have 
highlighted beyond need for liquidity and capital, but for deeper, long-term financial capability across the 
entrepreneurial ecosystem.

At the peak of this capability lies financial literacy, a critical yet often overlooked component of 
economic resilience. The National Financial Educators Council (NFEC) conducted a 2024 survey revealing that 
50.17% of participants incurred losses exceeding $500 due to insufficient financial knowledge, with 15.25% 
reporting losses greater than $2,500 (EIN Presswire, 2025). This points to a widespread gap in financial literacy, 
an essential skill for small business operators who must effectively navigate tax policies, secure relief funding, 
and manage debt to ensure long-term sustainability. The survey reveals a significant tax knowledge gap among 
small businesses, highlighting a $496 billion tax problem, and its findings have been shared with the U.S. 
House of Representatives Committee on Small Business ahead of a hearing, underscoring the IRS's lack of 
measurement regarding small business tax literacy despite its efforts to assess the overall tax gap (Natasha, 
2023). The struggles of small enterprises in underserved areas consist of both insufficient funding, compounded 
by gaps in education and strategic financial planning.

Recognizing this, it becomes imperative to restructure financial literacy not just as a personal virtue but 
as a public good, one that is capable of driving inclusive economic recovery. This paper aims to demonstrate 
how targeted, contextually relevant financial education, especially focused on tax strategies and policy 
navigation, can support small business sustainability, unlock economic mobility, and contribute meaningfully to 
a more equitable national recovery.
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II. The Economic Role Of Small Businesses In Underserved Communities
Local economies thrive on the contributions of small businesses, especially in areas where large 

corporate investments are scarce, enabling growth, employment, and stability within underserved communities. 
Research by Suutari et al. (2023) indicates a strong connection between small businesses’ sense of support, the 
community’s appreciation for them, and their commitment to local responsibility. Their presence generates 
employment opportunities, drives local spending, and ensures community resilience. According to a 2024 report 
from the U.S. Chamber of Commerce, small businesses play a crucial role in the American economy, 
employing nearly half of the workforce and contributing between 43.5% and 50.7% of the nation's GDP, 
amounting to trillions of dollars in economic activity. Additionally, 99.9% of businesses in the U.S. are 
classified as small businesses, totaling 33.2 million across the country. These figures underscore the 
foundational role small businesses play in sustaining economic vitality across the nation.

Theodos, B., & Su (2023) highlight that small businesses are overrepresented in underserved urban 
neighborhoods, where they contribute disproportionately to employment and essential services compared to 
national averages. Small businesses contributed to the U.S. job market, with over 80% operating without staff 
while still collectively employing 61.6 million people, accounting for 45.9% of the total workforce. Although 
fewer than 20% of small businesses have employees, their economic impact remains substantial (Forbes, 2024). 
This has created both direct employment and support for secondary economic activities such as local supply 
chains, neighborhood revitalization efforts, and tax base expansion, critical to public service funding.

Minority-owned small businesses, frequently located in underserved areas, add value in encouraging 
community stability and promoting upward economic mobility. However, despite their importance, they remain 
more vulnerable to economic shocks due to systemic barriers in accessing credit, technical support, and growth 
opportunities. Community Economic Development (CED) focuses on enabling equity and inclusion by 
addressing disparities and expanding opportunities for all individuals, irrespective of socioeconomic status, 
race, gender, or other factors. It emphasizes fair access to economic resources, employment, education, and 
services, ensuring that the benefits of development reach everyone (ResearchFDI, 2023).

A 2023 report from the Brookings Institution emphasized that without targeted investment in small 
business development, economic disparities in distressed communities are likely to widen, undermining broader 
national recovery efforts (Brookings Institution, 2023). According to Bartik (2020), there is room for 
improvement in local economic development policies, particularly in enhancing job creation benefits by 
focusing on distressed areas and leveraging workforce programs to connect unemployed workers with 
opportunities. Additionally, policies could become more cost-effective by shifting from tax incentives and cash 
grants for a few large projects to providing public services that support a broader range of businesses.

III. Challenges Faced Post-Covid
Revenue loss, inflation, labor shortages, and supply chain instability have combined to create a volatile 

operating environment. Research by Bartik et al. (2020) reveals that within weeks of the pandemic's 
onset—before the CARES Act aid—43% of small businesses had temporarily closed, mostly due to reduced 
demand and employee health concerns, leading to an average employment drop of 39%, with the Mid-Atlantic 
region seeing 54% of firms closed and a 47% employment decline, while industries like retail, arts and 
entertainment, personal services, food services, and hospitality faced employment reductions exceeding 50%. 
Many of these businesses have not returned to pre-pandemic financial levels. Persistent inflation further 
affected operational costs, from raw materials to energy and rent, constraining already thin profit margins.

Persistent hiring difficulties continue to burden businesses, affecting productivity, growth, and 
economic stability. The National Federation of Independent Business (NFIB) reported that 35% of small 
business owners faced challenges filling job openings, as highlighted by the Alabama Political Reporter (2025). 
These labor market tightness issues are particularly acute for businesses in service sectors, which dominate 
many underserved neighborhoods and rely heavily on frontline, customer-facing employees.

Ongoing supply chain disruptions continue to pose major challenges, affecting business operations, 
production efficiency, and market stability.  The U.S. Chamber of Commerce’s 2023 report reported that 63% 
of small businesses faced ongoing supply delays or shortages, affecting inventory, production schedules, and 
customer satisfaction (U.S. Chamber of Commerce, 2022). While larger corporations often had the leverage to 
prioritize shipments and secure alternative suppliers, small businesses struggled with reduced bargaining power 
and rising costs.

Minority- and women-owned businesses have been particularly vulnerable in this environment. Black 
and Hispanic entrepreneurs are 25 percentage points less likely to have emergency savings than White business 
owners and hold fewer liquid assets, forcing them to rely more on nonbusiness income or debt, which can strain 
cash flow when financial support is most needed (Avenancio-Leon & Hacamo, 2021). Women-owned 
businesses, heavily concentrated in industries such as hospitality, education services, and retail, were 
disproportionately affected by closures and shifting consumer behavior during lockdowns, with many still 
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grappling with depressed demand levels into 2024. Research from the Center for Global Development (2022) 
suggests that customers are less likely to buy from women-owned businesses simply due to their ownership, 
highlighting persistent gender biases in consumer behavior.

IV. Financial Literacy As A Key To Survival And Growth
Due to the post-pandemic economic changes, financial literacy has become a major determinant of 

small business survival and expansion, particularly in underserved communities. Many entrepreneurs lack 
essential knowledge around tax credits, business deductions, cash flow management, and long-term financial 
planning. The U.S. Chamber of Commerce explains that while tax deductions lower taxable income and may 
shift a business into a lower tax bracket, tax credits directly reduce the amount of tax owed through a dollar-for-
dollar liability reduction (U.S. Chamber of Commerce, 2024). Survey findings highlight a significant tax 
knowledge gap among small business owners, with 76% of respondents holding at least a college degree, yet 
only a small percentage having received formal tax preparation education. Additionally, one-third of 
respondents were unsure about estimated tax requirements, and 25% did not know how to file their taxes 
(Nathasha, 2023).

Missed opportunities under substantial federal programs further exemplify the cost of financial 
illiteracy. The 2017 Tax Cuts and Jobs Act (TCJA) introduced the Qualified Business Income (QBI) deduction, 
allowing owners of pass-through entities—partnerships, S corporations, and sole proprietorships—to deduct up 
to 20% of their QBI, while also permitting deductions of up to 20% on qualified REIT dividends and publicly 
traded partnership (PTP) income, with certain trusts and estates qualifying as well (Thomson Reuters, 2025). 
Yet many small business owners eligible for the Qualified Business Income (QBI) deduction either failed to 
claim it or made filing errors, largely due to the complexity of the provision. Awareness gaps regarding 
eligibility and application requirements prevented many businesses, particularly those owned by minorities and 
women, from maximizing available advantages during a period of heightened economic vulnerability.

V. Federal Investments And Existing Programs
Recognizing the vulnerability of small businesses, especially in underserved communities, the federal 

government has made substantial investments aimed at stabilizing and supporting these enterprises. Several 
initiatives demonstrate a growing emphasis on outreach, education, and resource deployment. The Small 
Business Administration’s (SBA) Community Navigator Pilot Program, launched in 2021 under the American 
Rescue Plan, aimed to bridge financial knowledge and resource gaps by allocating $100 million for technical 
assistance and pandemic recovery support to underserved small businesses and entrepreneurs. The SBA 
awarded 51 grants ranging from $1 million to $5 million, totaling $99.9 million, with a 2-year performance 
period from December 1, 2021, to November 30, 2023, though most recipients were approved to continue 
services through May 31, 2024 (Small Business Administration, 2024). Targeting minority, rural, and other 
underserved entrepreneurs, the program partners with local organizations to provide culturally tailored business 
counseling, training, and financial guidance.

The American Rescue Plan and the earlier CARES Act provided unprecedented levels of direct support 
to small businesses, including the Paycheck Protection Program (PPP) and Economic Injury Disaster Loans 
(EIDL). However, the report Small Business Ownership and Finance reveals that Black business owners faced 
higher rejection rates for Paycheck Protection Program (PPP) loans than White business owners with similar 
financial profiles, while businesses with banking relationships had a significant advantage in securing PPP 
loans, yet only half of Hispanic/Latino business owners had such connections. This disparity highlights the 
ongoing need for financial literacy interventions alongside funding programs (Theodos & Su, 2023).

Federal agencies such as the Internal Revenue Service (IRS) and the SBA have also intensified 
education efforts. The IRS’s Small Business and Self-Employed Tax Center offers free online resources and 
webinars (Internal Revenue Service, 2024), while local governments have launched initiatives such as financial 
bootcamps and one-on-one coaching partnerships (National League of Cities, 2024). Despite these efforts, 
challenges in outreach effectiveness remain, particularly in reaching businesses without pre-existing 
relationships to financial institutions or business support networks.

VI. Gaps And Limitations
Significant financial literacy gaps persist across the United States, particularly in rural and historically 

underserved communities, as federal, state, and private resources remain underutilized despite widespread 
availability.  According to a WEF report, financial literacy in the United States is at approximately 50%, as 
reported in an annual survey, while the European Union also struggles with similar shortcomings in financial 
education (Meineke, 2024). The report highlights further that only 30% of Americans can answer the big three 
financial questions. A Forbes report by Adrian Nazari highlights a significant disparity in financial education, 
revealing that 65% of marginalized non-White participants reported never receiving financial education as 
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students, compared to 41% of White Americans (Nazari, 2024). This disparity emphasizes a structural failure 
not in the existence of programs, but in their accessibility, outreach, and sustained engagement where they are 
needed most.

Another limitation lies in the lack of culturally relevant, community-specific approaches to financial 
education. Traditional delivery methods often rely on generalized curricula that fail to account for the diverse 
economic realities, historical contexts, and cultural frameworks of minority and immigrant populations. 
Financial education programs achieve greater impact when designed to align with the cultural backgrounds and 
language preferences of target communities, yet such personalized approaches remain uncommon (Mancone et 
al., 2024).

While many financial literacy programs emphasize budgeting, saving, and basic credit management, 
they often neglect deeper instruction in areas critical for entrepreneurial success, such as tax strategy and policy 
navigation. Tax laws should prioritize clarity to ensure taxpayers can understand and comply efficiently, but 
simplicity does not necessarily mean using fewer words. Instead, laws should be drafted in a way that is easy to 
interpret, reliable, and practical for taxpayers. Equally important, Congress should focus on creating fair and 
easily administrable tax regulations that minimize burdens for both taxpayers and the IRS (Taxpayer Advocate 
Service, 2023). For small business owners, particularly those in marginalized communities, understanding the 
complexities of tax law, available deductions, compliance obligations, and public relief programs is crucial for 
long-term viability. However, the National Endowment for Financial Education’s 2023 Survey of the States 
found that only 26 states mandate a personal finance course for high school graduation, with most still in the 
implementation phase, highlighting a broader systemic undervaluing of tax literacy that persists into adult 
education efforts (National Endowment for Financial Education, 2023).

VII. The Tax Cuts And Jobs Act (TCJA): Opportunities For Small Business Owners
Aside from the sweeping changes introduced by the Tax Cuts and Jobs Act (TCJA) of 2017 to the U.S. 

tax code, many of which were designed to stimulate economic growth by providing direct financial relief to 
small business owners. For entrepreneurs in underserved communities, the TCJA presented new opportunities, 
if properly understood and utilized. Among the most impactful provisions was Section 199A, which created a 
20% deduction on qualified business income (QBI) for owners of pass-through entities, including sole 
proprietorships, partnerships, and S corporations. This deduction aimed to reduce the effective tax rate for 
millions of small businesses, particularly those operating outside of major corporate structures (Thomson 
Reuters, 2025).

Another significant feature was the expansion of bonus depreciation. Bonus depreciation is a tax 
incentive that allows businesses to accelerate the depreciation of qualifying assets like equipment, reducing 
taxable income and ultimately lowering their overall tax liability (Thomson Reuters, 2023). Under the TCJA, 
businesses could immediately deduct 100% of the cost of eligible property, such as machinery or equipment, 
placed in service after September 27, 2017 (IRS, 2024). This accelerated deduction was particularly valuable for 
small business owners seeking to scale operations quickly or reinvest in productivity-enhancing assets.

Additionally, the creation of Qualified Opportunity Zones (QOZs) offered tax incentives intended to 
drive long-term private investment into economically distressed communities (Internal Revenue Service, 2024). 
Investors in these zones could defer and potentially reduce capital gains taxes if they reinvested proceeds into 
designated Opportunity Funds, which in turn could support new businesses, real estate development, and 
infrastructure projects in historically underserved areas.

VIII. Financial Illiteracy As A Barrier To Access
The potential of the TCJA to empower underserved entrepreneurs has been severely hampered by 

persistent financial illiteracy. Awareness of key tax strategies among small business owners remains low. 
Ndlovu and Schutte (2024) emphasize that governments have a responsibility to make tax compliance both 
appealing and socially acceptable, particularly for the small business owner community, to ensure greater 
participation and trust in the system. A 2024 survey by the National Federation of Independent Business (NFIB) 
found that 51% of small business owners were not at all familiar with the tax changes introduced in the Tax 
Cuts and Jobs Act (TCJA) of 2017, and over half (52%) did not understand the 20% Small Business Deduction 
on qualifying business income. Additionally, 61% of respondents stated that a potential tax increase due to the 
expiration of TCJA provisions would likely lead them to raise prices, while 44% would postpone or cancel 
capital investments, with a significant portion misunderstanding eligibility requirements. (NFIB Research 
Center, 2024).

Misunderstanding compliance requirements has also led to costly errors. The IRS and its oversight 
body, TIGTA, reported that a significant number of businesses improperly claimed or failed to claim 
deductions, such as bonus depreciation and Qualified Business Income (QBI) benefits, leading to lost tax 
savings, audits, and penalties, with a 2021 TIGTA audit identifying 12,980 tax returns from 2019 claiming 
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approximately $57 million in potentially erroneous QBI deductions (Treasury Inspector General for Tax 
Administration, 2024; Mondaq, 2020). Incorrect tax planning can lead to missed deductions, penalties, and 
reduced cash flow, limiting a small business's ability to reinvest and withstand economic shocks, which, 
especially in a post-pandemic recovery, could mean the difference between survival and closure.

IX. Case For A Nationwide Financial Literacy Initiative
In light of the persistent economic inequities that the post-COVID era has magnified, a comprehensive, 

nationwide financial literacy initiative represents a necessary catalyst for inclusive economic recovery. To be 
effective, such an initiative must prioritize scalability, cultural relevance, and an emphasis on addressing the 
real gaps that impede small business sustainability, especially in underserved communities.

The proposed endeavor is a scalable model that builds on these principles, designed specifically to 
reach entrepreneurs and small business owners in communities historically excluded from full economic 
participation. Central to the initiative is a curriculum designed for more than general financial literacy, but to 
the specific challenges small businesses face in areas such as tax planning, claiming federal credits and 
deductions, and maintaining accurate and strategic financial records. There is a need for special emphasis on 
navigating complex provisions introduced by the Tax Cuts and Jobs Act (TCJA), including Section 199A’s 
Qualified Business Income deduction and opportunities created through Qualified Opportunity Zones to ensure 
that participants are equipped to maximize benefits often left untapped due to a lack of awareness or technical 
knowledge. To deliver this curriculum requires a community-based approach, using trusted local institutions, 
business resource centers, and minority-serving organizations to ensure accessibility and cultural 
responsiveness. Also, by training facilitators from within the communities served, the program will bridge both 
knowledge and trust gaps that have historically undermined outreach efforts by larger institutions.

Projected Outcomes
Strengthening financial literacy, specifically around tax strategy, incentive programs, and prudent 

record-keeping, the initiative is projected to yield tangible improvements in several critical economic metrics. 
Small business owners who better understand eligibility requirements and tax opportunities are more likely to 
reduce their overall tax liabilities and improve regulatory compliance, avoiding costly penalties that often 
hinder long-term viability. Improved financial acumen is also expected to enhance creditworthiness, facilitating 
greater access to traditional and alternative capital sources.

Over time, these improvements are proposed to translate into higher rates of business survival and 
growth, particularly among minority- and women-owned enterprises that have historically faced systemic 
barriers to scaling. As businesses stabilize and expand, they will generate new employment opportunities, 
stimulate local consumption, and contribute to broader economic revitalization in communities that were among 
the hardest hit by the pandemic’s economic fallout.

Research from the Small Business Administration’s (SBA) Community Navigator Pilot Program and 
the Urban Institute suggests that targeted education and technical assistance significantly improve small 
business outcomes, emphasizing the importance of scalability assessments, diverse SBA staff input, and 
inclusive procedures for competitive grant application reviews, ensuring that district office staff contribute 
valuable insights on applicants (Theodos & Su, 2023; Government Accountability Office, 2025). A nationwide 
model that integrates these lessons could represent a transformational investment both in the success of 
individual entrepreneurs and in the resilience and dynamism of the U.S. economy as a whole.

X. Blueprint For A Federal-Local Implementation Model
A scalable and sustainable financial literacy initiative must rest on a collaborative model that leverages 

the distinct strengths of federal and local institutions. Lakshmi et al. (2024) emphasize that financial knowledge 
significantly contributes to enabling cooperative partnerships and enhancing economic resilience, empowering 
individuals and businesses to navigate financial challenges effectively. The U.S. National Strategy for Financial 
Literacy 2020, developed by the Financial Literacy and Education Commission (FLEC), underscores the 
importance of collaborative partnerships across government, nonprofit, and private sectors to advance financial 
literacy initiatives nationwide (Financial Literacy and Education Commission, 2020). Programs that build 
infrastructure connecting national resources with community trust and localized expertise are better positioned 
to address both systemic barriers and region-specific challenges faced by underserved entrepreneurs.

The core of an impactful financial literacy campaign lies in embedding delivery within trusted 
community networks while ensuring broad accessibility through technology. The U.S. Small Business 
Administration highlights that partnerships with local chambers of commerce, credit unions, minority business 
councils, and Small Business Development Centers (SBDCs) are essential to providing culturally relevant, 
accessible support services to small businesses, particularly in underserved communities (U.S. Small Business 
Administration, 2024). These organizations, possessing long-standing relationships within their communities, 
are well-positioned to facilitate program adoption and enable trust.
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To expand reach and convenience, digital platforms must also be leveraged, offering online modules, 
webinars, and mobile-accessible resources that accommodate entrepreneurs’ schedules and diverse learning 
preferences. However, a 2025 World Economic Forum report notes that while digitization is vital, 75% of small 
businesses report using digital tools and two-thirds emphasize the importance of seamless digital experiences, 
one in four business owners struggles with managing multiple platforms daily, leading to significant time and 
resource inefficiencies (World Economic Forum, 2025). To address this, incorporating a certification 
component awarded upon completion of key learning milestones would further enhance participant 
engagement, provide tangible evidence of skill-building for business development purposes, and potentially 
strengthen eligibility for local grants and lending opportunities. Zamiri and Esmaeili (2022) highlight the 
importance of enabling collaborative and interactive environments within learning communities, emphasizing 
that engagement and shared learning experiences are essential drivers of collective skill development and 
personal growth.

Role of the Federal Government
The federal government would be instrumental in underwriting the initiative through dedicated funding 

streams and targeted grant allocations (Urban Institute, 2024; Federal Deposit Insurance Corporation, 2022). 
This support should prioritize organizations with demonstrated community impact and cultural competence. 
Also, Federal leadership is crucial for orchestrating a coordinated national marketing and outreach campaign 
that raises visibility and drives participation across diverse regions and demographics, as emphasized by the 
Financial Literacy and Education Commission (2020) in its call for unified federal efforts to promote inclusive 
financial literacy nationwide.

The federal government should also invest in simplifying tax guidance and resource materials, 
particularly those related to the Tax Cuts and Jobs Act (TCJA) and other critical incentives. Translating 
complex financial concepts into plain language resources, available in multiple languages, would navigate one 
of the most persistent barriers to small business tax compliance and optimization. Gale (2024) emphasizes the 
significant potential for simplifying the tax code, which is currently filled with complex provisions that are 
difficult to interpret, requires taxpayers to provide redundant information already possessed by the IRS, and 
imposes unequal burdens by allowing some forms of income to go untaxed or lightly taxed while heavily taxing 
others.

Role of Local Organizations
In effective program delivery, local organizations add value by leveraging their community trust, 

cultural alignment, and local expertise to design curricula and engagement strategies to the specific needs and 
contexts of their communities. Williams (2025) highlights the essential role of local councils in empowering 
small business owners to enhance their communities, create new opportunities, address local needs, boost town 
centre performance, and ensure that town centres remain safe and enjoyable spaces. Delivering programs in 
local languages or dialects where needed and planning content to address region-specific economic conditions 
ensures that programming is more accessible and genuinely impactful. Anchoring financial literacy education in 
institutions that entrepreneurs already know and trust, and by aligning content to their immediate economic 
realities, local partners can dramatically increase both initial uptake and long-term outcomes.

XI. National Impact And Long-Term Significance
A nationwide, community-driven financial literacy initiative, especially one grounded in tax strategy 

and incentive navigation, aligns directly with the government priorities on equity, economic recovery, and 
narrowing racial wealth gaps. The Biden Administration’s Executive Order 13985 (“Advancing Racial Equity 
and Support for Underserved Communities Through the Federal Government”) emphasized the need for 
proactive measures to remove systemic barriers to economic opportunity (The White House, 2023). Building 
financial capacity among entrepreneurs in underserved areas contributes to fulfilling this federal mandate by 
ensuring that federal incentives, tax benefits, and support programs are fully accessed and utilized by those 
historically left behind.

Strengthened small business ecosystems translate into measurable macroeconomic benefits. According 
to the U.S. Chamber of Commerce (2024), small businesses account for 44% of U.S. GDP and two-thirds of net 
new jobs. Improving the financial literacy of small business owners, particularly in rural, minority, and low-
income communities, will enhance entrepreneurial success rates, increase tax compliance, and amplify the 
economic contributions of microenterprises to national GDP. Also, empowering business owners to strategically 
manage taxes and investments enables long-term wealth accumulation, playing a pivotal role in closing racial 
and geographic wealth gaps. Urefe et al. (2024) suggest that a solid financial foundation enables small 
businesses to navigate economic uncertainties and adapt to market changes, while effective tax planning, 
supported by financial literacy, can help businesses understand obligations, leverage benefits, and reduce their 



Nationwide Financial Literacy As A Catalyst For Inclusive Economic Recovery In The U.S.

DOI: 10.9790/0837-3006012230                              www.iosrjournals.org                                                 7 |Page

tax burden, freeing up earnings for reinvestment and growth. Equipping small businesses with the skills to 
navigate future economic shocks, the initiative enables economic resilience. The COVID-19 pandemic exposed 
vulnerabilities among undercapitalized and financially underserved businesses. Building a foundation of 
financial literacy prepares entrepreneurs to better withstand future crises, access emergency resources, and 
recover more quickly, ensuring broader economic stability.

XII. Policy Recommendations
For Federal Policymakers

Federal leadership must continue to champion financial literacy as an economic imperative. 
Policymakers should expand funding for targeted financial literacy initiatives explicitly tied to tax education, 
ensuring that knowledge of credits, deductions, and compliance strategies becomes an integral part of small 
business support. Incorporating financial literacy requirements into the allowable use of federal grant funds, 
such as SBA community programs, would incentivize grantees to deliver structured education. Additionally, 
federal agencies should invest in open-access digital toolkits and multilingual resources that simplify complex 
tax and financial policies for broad community use.

For Local Governments and NGOs
Local governments and nonprofit organizations play an essential role in translating national goals into 

community action. They should develop programming tailored to the economic realities of their regions, 
ensuring that examples, case studies, and applications resonate culturally and contextually. Incentivizing 
partnerships with trusted local entrepreneurs, educators, and small business mentors would strengthen program 
credibility and increase participation. Tracking and reporting financial literacy outcomes, such as improvements 
in loan approvals, tax compliance rates, or new business registration,s should become part of standard economic 
indicator reporting at the municipal and state levels.

For Financial Professionals and Educators
Financial advisors, accountants, and educators must modernize their approaches to prioritize 

actionable, practical skill-building over abstract financial theory. Incorporating the latest federal and state policy 
updates into training ensures entrepreneurs are equipped to respond to evolving tax codes and incentive 
structures. Professionals should also be encouraged to serve as mentors, providing real-world compliance 
guidance and planning support to emerging small business owners. Mentorship initiatives would strengthen new 
enterprises and deepen the professional community’s commitment to inclusive economic growth.

XIII. Conclusion
A truly inclusive economic recovery cannot occur without centering the needs, capacities, and 

aspirations of small business owners, particularly those operating within historically marginalized communities. 
These entrepreneurs form the backbone of the U.S. economy and also serve as engines of innovation, job 
creation, and local revitalization. However, the promise of economic recovery will remain unrealized for many 
unless the structural barriers they face, especially those rooted in financial exclusion, are directly confronted. 
Financial literacy, particularly in the domain of tax planning, compliance, and the strategic navigation of federal 
incentives, represents the most critical and most overlooked link in the policy-to-impact chain. Despite the 
proliferation of business support programs in recent years, uptake remains uneven due to persistent knowledge 
gaps, cultural mismatches in program delivery, and the sheer complexity of the tax code. Entrepreneurs from 
underserved communities are disproportionately left out, not due to a lack of potential, but due to a lack of 
access to the tools, guidance, and confidence necessary to make informed financial decisions.

This initiative offers a compelling, community-rooted model to address this gap. Combining practical 
tax education, digital accessibility, localized program delivery, and culturally responsive engagement, the model 
translates federal policy into real, actionable benefits for small business owners. Its scalable structure, built on 
partnerships between federal agencies, local institutions, and financial professionals, provides a blueprint for 
replication across regions. More importantly, it redefines financial literacy not as a one-time intervention but as 
an ongoing strategy for economic empowerment. If adopted at scale, this approach has the potential to do more 
than improve individual business outcomes, it can catalyze sustained, inclusive national growth. It can unlock 
capital flows in capital-starved areas, close persistent racial and geographic wealth gaps, and prepare 
entrepreneurs to thrive in recovery and resilience against future crises. This addresses more than just a policy 
opportunity, but a moral and economic imperative.
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