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Letter from the Mayor

Dear Friends, | am grateful to Deputy Mayor Phil Thompson,
Commissioner Jonnel Doris, our BE Cabinet, and
New York City small business leaders for the steps
they are taking to bring about this critical work.

Over the past several
months, New York
City has faced
unprecedented We are at a transformative moment in our history
challenges. We have — an unprecedented moment of change. We must
weathered a perfect embrace it with both hands. | know together, we will
storm that combined a build a more just and fair New York City.
once in a lifetime health
crisis with an economic

downturn, the likes of which we have not seen since Sincerely,

the Great Depression.

The COVID-19 pandemic has done much more

than impact the health of our residents - it has also

exposed the deep inequities that exist in our society.

Communities of color across the five boroughs and Bill de Blasio
Attendees at the BE NYC kickoff event at the Apollo shared their challenges, needs, and what the City can do to help. around the country have borne the brunt of these Mayor

inequities, and that is why the work of BE NYC is

more important than ever.
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Letter from the First Lady

Six years ago, Bill
and | came in with a
simple mission: To
bring the opportunity
of our city to every
New Yorker, and lift
up communities who
had been ignored for
too long.

Supporting Black
entrepreneurs has always been critical to that
mission. Walk around our City and you cannot
miss the extraordinary impact Black-owned
businesses have on our neighborhoods. You
see it in restaurants that embrace our African
heritage and make us the greatest restaurant
city in the world. You see it in clothing and retail
stores that give our city richness and vibrancy.
And increasingly, you see it in the young, tech-
driven start-ups that will power New York City
into the next decade and beyond. But the road
Black entrepreneurs have walked has always
been a long, difficult one. They don’t have the
same access to funding or mentors who can
guide the way — and of course, they continue to
face longstanding racial inequities that plague
our nation.

In the middle of a transformative moment, our
mission to support them must take on a renewed
urgency. The COVID-19 crisis and accompanying
economic downturn has threatened the dreams
of Black entrepreneurs and livelihoods of working
New Yorkers who support them.

We must help them through this moment. And
we must help them emerge stronger.

That’s why I’'m proud to co-chair our city’s Task
Force for Racial Inclusion & Equity with Deputy
Mayor Phil Thompson. Together with a team of
allies from across dozens of City agencies, we’ve
made actionable, immediate recommendations
to support Black-owned businesses right now.

And it’s why the findings laid out in this report
are so critical to bringing about change. Black
entrepreneurs deserve a level playing field.
They deserve access to funding, an affordable
workspace, and mentors to show the way
forward. They deserve a government that
supports their dreams.

That is our commitment, and it’'s a commitment
that the future of our city depends on. When
Black entrepreneurs succeed, New York City
succeeds.

— Chirlane McCray
First Lady of New York City

Letter from the Deputy Mayor

Kicking off this
initiative, | met last
summer in City Hall
with a group of more
than 60 advocates
and faith-based
leaders from the
Black community.
We asked them
what the City can
do to help strengthen Black businesses. We
talked about how the City helped establish
certain sectors of the economy historically,
about changes happening in the economy and
opportunities we should seize now to advance
Black entrepreneurship. A month later, more than
400 Black entrepreneurs, aspiring entrepreneurs,
and community leaders filled the seats of the
Apollo Theater to kick off a public conversation
on these same topics.

New York City has always been a leader

in innovation, in large part due to people’s
movements. Many of the institutions that created
the middle class — our City universities, public
hospitals, and even public housing — came from
immigrant and worker movements who fought
for these programs. Black-owned businesses

are certainly struggling, and helping them grow

is part of the broader struggle for racial justice.
Those that do exist are relatively small in terms of
employees and revenue, and less likely to survive
more than five years. The notion that private
economic institutions reward hard work and
good ideas impartially is a myth. Black business
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survival and growth requires government’s
intention to make the economy fairer. Through
this initiative, New York City’s Black business
community has specified what they need to
grow. It is now up to local government to step
up and ensure that our public dollars are being
used to build companies that are responsive

to the needs of all of our City’s businesses. BE
NYC models the economic democracy our City
deserves.

Over the next several years, the City will

be focusing on recovering from COVID-19

and developing new public health solutions,
strengthening infrastructure, improving climate
sustainability, and updating technologies. In
addition, anchor institutions like hospitals,
universities, and other private and non-profit
institutions have substantial economic impact in
terms of hiring and purchasing power. This means
significant opportunity for small business owners
to grow in new economies, as long as we allow
for it.

We cannot be afraid to be aggressive, creative,
and try new things. In fact, this is New York City’s
hallmark. The Black community was mostly left
out of the industrial revolution; we must make
sure they are not left out of today’s fast-growing
innovation economy.

—J. Phillip Thompson
Deputy Mayor for
Strategic Policy Initiatives



Letter from the Commissioner

We find ourselves at
a profoundly different
moment in time since
we launched BE NYC
in September, 2019. At
this moment, all eyes are
on our small businesses
who serve as the City’s
economic engine and fuel
wealth for generations.
This moment has further exposed that not all
businesses are equally set up to succeed.

At the NYC Department of Small Business Services
(SBS), we’ve long seen the inequity that exists in
entrepreneurship. It’s the reason we committed to
advance Black entrepreneurship in New York City.
While the Black community makes up 22 percent of
New Yorkers, only 2 percent of businesses are Black-
owned. For comparison, 70 percent of firms are white
owned." Entrepreneurship is one of the most viable
and sustainable ways to close the racial wealth gap. In
fact it is reported, it will take Black families 228 years
to earn the same amount of wealth white families have
today.? COVID-19 has only worsened the situation,
with Black-owned businesses twice as likely to close
as white-owned businesses.®

BE NYC will aim to increase the number of Black-
owned businesses in New York City, with a focus
on growing businesses in high-growth industries.
Throughout the Fall of 2019, we heard from more
than 1,500 current and aspiring Black entrepreneurs,

business leaders, community leaders, and advocates.
They told us about their motivations for starting a
business, challenges, needs, and how the City can
help. Although COVID-19 has significantly changed
the economic landscape, the top needs we heard
from Black entrepreneurs remain the same — access to
capital, strong networks, reliable resources, effective
ways to reach customers, and affordable space.

Equity and opportunity are at the core of the work
we do at SBS, and our key values — innovation,
collaboration, and adaptability — are woven into

all we do. These values lay the foundation for BE
NYC. Identifying bold and innovative solutions.
Collaborating with the community to design services
that directly address their needs. Adapting to a
changing world.

The commitments made in the pages that follow
are just the beginning. As Commissioner, | am
dedicated to working with our partners in the
private, philanthropic, public sectors to deepen our
investments in the Black community and make sure
our resources are being distributed equitably. And
we will continue the work together until we achieve
the economic justice that all New Yorkers need and
deserve.

— Jonnel Doris
Commissioner, NYC Department of Small
Business Services

Letter from the Cabinet

As a group of Black business

leaders across finance, technology,
and academia, we are honored to

join Deputy Mayor Phil Thompson

and Small Business Services (SBS)
Commissioner Jonnel Doris to work
together with the City of New York

to advance Black entrepreneurship
across NYC and provide a blueprint
for other cities. We also thank former
SBS Commissioner, Gregg Bishop, for
his vision and leadership to launch this
initiative.

Being entrepreneurs ourselves, and
professionals supporting entrepreneurs,
we know firsthand the barriers we need
to break because of the historic racial
discrimination of Black Americans

in this country, and the myriad of
challenges that result, from educational
inequity to the lack of capital. The
disproportionate impact of COVID-19
on our community only highlighted the
challenges that result from this same
historic discrimination.

We believe solutions should be
grounded in our community. Through
the Black Lives Matter movement,
we’ve seen the collective power our
community has when it joins together
in one voice. By drawing upon the
rich history of entrepreneurship in the
Black community and leveraging the
communal power of our entrepreneurs
today, we can eradicate the systemic
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barriers that hold us back, and
create generational wealth through
entrepreneurship that will strengthen
individuals, families, neighborhoods,
and our country forever.

Responding to the more than 1,500
voices that informed this report, as well
as our own expertise and experiences,
we join with the City of New York to
offer our recommendations and initial
commitments in the pages that follow.

Our vision is ambitious, which is why
no one sector can achieve this change
alone. In this report, we’ve presented
the recommendations that we will act
on through public-private partnerships.
We’ve also included recommendations
that we hope future partners will
respond to, as well.

As Madame C.J. Walker said, “Don’t
sit down and wait for the opportunities
to come. Get up and make them.” In
this report, we are calling to action our
brothers and sisters from the private,
philanthropic, non-profit, and public
sectors. Now is the time. Let’s work
together to build a world of equitable
wealth and advancement for our Black
entrepreneurs, and let it start right here
in New York City.

— BE NYC Cabinet of Advisors

Cabinet Members
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Executive Summary

Black-owned businesses are an essential part of the fabric of New York City, and entrepreneurship has provided
a pathway to wealth generation for Black families for centuries. Yet, Black entrepreneurs face enormous barriers
and are vastly underrepresented among New York City’s business owners. While the Black community currently
makes up 22% of New York City’s population (1.9 million), just 2% of NYC businesses are owned by Black
entrepreneurs. There is tremendous potential for more Black-owned businesses to start and grow.

The forces that drive this disparity are essential to understand as the City of New York works to build a stronger
and fairer city by creating opportunity for all, safeguarding the American dream, and addressing the racial wealth
gap. That’s why in September 2019 the NYC Department of Small Business Services (SBS) in partnership with
community members, organizations, advocates, and leaders, launched Black Entrepreneurs NYC (BE NYC)—a
groundbreaking model for a major American city to help create equity of opportunity by advancing Black
entrepreneurship. To define the direction of the initiative, SBS combined insights from historical research, scholarly
articles, public data and, most importantly, the voices of more than 1,500 Black entrepreneurs from every borough
and across industries.

RESEARCH

Nationally, research shows that the success of Black
entrepreneurs is largely tied to access to capital, education, and
work experience. Disparities in all three of these areas, much

of which can be traced back to historic discrimination of Black
Americans, limit access to networks, mentors, and role models,

in High-Growth Industries
HEALTHCARE 5 (0] /
. . . . Black-Owned Firms 0
and can also dictate industry choice—all factors that impact
success and growth potential for Black entrepreneurs.

. . . TECHNOLOGY 1 (0] /
Looking at America’s top high-growth sectors over the next 10 Venture-Backed (0]
N

Percentage of Black-Owned Firms

years—healthcare, technology, and energy*—there are wide Black Founders
disparities for Black entrepreneurs: 5% of healthcare firms are
Black-owned,® 1% of venture-backed tech founders are Black,®
and just 0.1% of clean energy firms are Black-owned.” These
high-growth sectors have generated significant technology gains
and wealth around the country, but they have not benefitted all
entrepreneurs equitably.

CLEAN ENERGY (0]
4 1%

Black-Owned Firms m

COMMUNITY ENGAGEMENT

In order to understand the unique experience of Black entrepreneurs in New York City and how the City could
help, SBS turned to entrepreneurs themselves. The response from the community was tremendous. In an effort
to spark a public dialogue around Black entrepreneurship and generate momentum for the discussion, SBS

began by hosting roundtable conversations with more than
60 advocates and faith-based leaders, and a kickoff event

Community Engagement at the historic Apollo Theater in Harlem, attended by more

Highlights than 400 people. These conversations laid the groundwork
for SBS’s community engagement and data-gathering phase
community leaders with Black entrepreneurs across the City. More than 800
60+ participated in roundtable . .
e e entrepreneurs responded to an extensive online survey about
their motivations, challenges, and needs, and nearly 200
400+ kickoff event attendees people attended community forums across the city, in which
they shared their experiences and iterated together on the
most effective solutions to top barriers. More than 50 Black
800+ survey respondents entrepreneurs participated in one-on-one interviews to dive
deeper into their own entrepreneurial journeys.
200+ community forum attendees Equipped with the insights gathered from the broader
community, a BE NYC Cabinet of Advisors was convened,
50+ SN — made up of leaders from business, academia, and City

government. The Cabinet has been crucial in helping to
shape and prioritize solutions, connecting to networks, and
committing to action in their industries.

FINDINGS

Based on what we heard, a clear pattern emerged about the challenges and needs of Black entrepreneurs
across the city:

@ CHALLENGES

e Overwhelmingly, Black entrepreneurs cited access to capital as their top challenge, echoing national
trends which show systemic disadvantages for Black entrepreneurs seeking capital from lenders.
Across the board, entrepreneurs said they face financing shortfalls. Of the 230 survey respondents who
approached small business lenders or banks for loans to start their business, more than two-thirds
were denied funding. Lower assets, lower credit scores, and outright discrimination in lending lead
many entrepreneurs to rely on personal savings when financing their business.

e Lack of background on how to run a business and a lack of reliable resources to help were cited as
the next largest challenges. Having a trusted mentor or role model is a key component of business
success, but less than 40% of respondents said they had excellent or very good access to mentors
and supporters. Access to mentorship and guidance appears to be even more important as a business
scales up. Among businesses with $500,000 or more a year in revenue, everyone said they had access
to a mentor.

¢ Finding customers was also a challenge, primarily for entrepreneurs with operating businesses.
Counterintuitively, while current business owners ranked marketing and customer acquisition as very
challenging, aspiring entrepreneurs ranked it the factor they anticipated would be the least challenging,
indicating that business owners are not thinking about their market, customer base, and acquisition
strategy early enough.

e Black entrepreneurs also expressed that they lacked access to affordable workspace. More than
half of respondents cited this as one of their top challenges. Respondents said that the spaces that do
exist are not conveniently located or are cost-prohibitive, driving 38% of respondents to operate their
business from their home and limiting their growth.

ADVANCING BLACK ENTREPRENEURSHIP IN NEW YORK CITY
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@ NEEDS

e Unsurprisingly, money was ranked as the top need by Black entrepreneurs, with 41% of forum
participants selecting it. Seed capital, low-cost lines of credit, and short-term microloans were the
most popular choices among forum participants.

e Mentorship was the second most popular—23% of forum participants chose mentorship as their
intervention of choice. One-on-one coaching, especially from business owners in the same industry,
and support from peer circles were identified as the most pressing needs.

e Echoing their difficulty finding customers, some forum participants (15%) also said marketing help is
needed. In particular, finding a market to iterate product design was seen as a promising intervention.

e Black entrepreneurs also identified affordable space as a need (12%). Participants said high rents and
complicated Department of Buildings rules made finding storefronts and back office space difficult on
their own, while more structured programs like incubators, co-working, and pop-up spaces needed to
be more accessible to people of color.

¢ Networking was also identified as a need, especially for aspiring entrepreneurs (9%). The excitement
and energy around networking at BE NYC’s events so far has proven that there is an appetite for more
engagement within the Black entrepreneurial community.

Percentage of Top Needs, as Expressed by Community Forum Attendees

) @
01 (ea

Money Mentorship Marketing Affordable
Workspace

Networking

RECOMMENDATIONS

The success of business in the future will rely on three key tenets: adaptability, collaboration, and innovation. In the
wake of the COVID-19 pandemic, businesses must be able to move quickly to adapt traditional ways of operating and
adopt new practices to stay competitive in a constantly changing world.

New York pride and toughness is rooted in a long history of resilience, adaptability, and innovation. As New York City
builds back its economy, there is opportunity not just to recover, but to reimagine. Return to status quo is not good
enough, and Black entrepreneurs must lead the City’s innovation agenda developed not from traditional sources, but
from the collaboration of disruptors across multiple sectors.

This collaboration has begun through the convening of a BE NYC Cabinet of leaders from business, academia, and
City government. However, the City calls on a groundswell of partners to continue to join in mobilizing private sector
resources and expertise to advance New York City’s standing as a global center of commerce, innovation, and
economic opportunity.

To do this, private, philanthropic, and non-profit sectors must join the City to effect systemic change in these areas:

1. Provide equitable access to financing

e Create a fund with private capital partners to absorb risk and incentivize lenders to unlock more capital
and better rates for Black entrepreneurs, especially those in early stages of business growth and
development.

e Work with a range of stakeholders (i.e. private banks, pension funds, investment firms) to develop a fund for
established companies to access the loans and equity investment they need to unlock their potential and
grow.

e Examine use of Opportunity Funds (tax incentives for new investment in real estate and businesses in
certain census tracts) to connect growing Black-owned businesses to investments of $1 million and above.

e The City urges lenders to incorporate alternative data into underwriting, and urges credit bureaus to
incorporate additional data when calculating credit scores (i.e. rental, utilities, cell phone payments).

e The City urges more investment in early-stage venture capital funds and initiatives managed by people of
color.

e Through early intervention financial education, help families and young people combat debt before it
becomes a significant barrier.

2. Strengthen connections within NYC’s Black entrepreneurial community

e |aunch events designed to build connections and provide resources that are tailored to address
varying business needs, and celebrate the Black entrepreneurial community overall.

e Amplify existing business events happening across the City to broaden reach and awareness of
diverse opportunities.

e Connect entrepreneurs successfully operating a business with business owners just getting started, or
in need of guidance, to provide mentorship, support, and inspiration.

e Collaborate with institutions with deeply rooted networks in the Black community to embrace
entrepreneurship as an opportunity for wealth generation, amplify entrepreneurship as a path towards
economic security, and connect both aspiring and existing business owners to support.

3. Scale Black businesses for long-term success

e Facilitate opportunities for Black entrepreneurs to market and sell their products and services through
connections to customers, awareness campaigns, and business education.

e Connect Black-owned businesses to government contracts through one-on-one services, and to
anchor institutions through the creation of an online marketplace.

e (Collaborate with the private sector to strengthen the online presence of Black-owned businesses,
while also focusing on cybersecurity to prevent future losses.

ADVANCING BLACK ENTREPRENEURSHIP IN NEW YORK CITY
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4. Meet the challenges of the economy of tomorrow

e Create an incubator/accelerator to serve as a common working space to foster the growth of like-
minded entrepreneurs through access to experts, resources, and other wraparound services that will
help grow select businesses in high opportunity industries.

e Work with the robust network of existing incubators and accelerators in NYC to attract and admit more
Black founders through outreach, recruitment, and/or fellowship programs.

Entrepreneurship is one of the most viable and sustainable ways to close the racial wealth gap. Investing in
programs to create and strengthen Black-owned businesses through adaptability, collaboration, and innovation
can build family wealth for generations, strengthen NYC's economic infrastructure, and help close the racial
wealth gap across America. In the rest of this report, we discuss our research, findings, and recommendations
in greater detail.

COVID-19 Hits Black Business the Hardest

Coronavirus, or COVID-19, is an ongoing pandemic with a significant destabilizing threat to the global economy.
Governor Andrew Cuomo ordered New York State to shut down on March 20, 2020, which paused operations
for all businesses excluding grocery stores, pharmacies, and other essential entities. While businesses in New

York City began to reopen on June 8, 2020, the closures are ongoing and will be felt for a long time, especially

within New York City's Black business community.

Nationally, the number of active business owners fell by 22% from February to April 2020. Black businesses
experienced the most acute decline, with a 41% drop. In New York State, Black business ownership fell by
70%.8 This disproportionately devastating impact on Black-owned businesses is due to a variety of factors
including geography, industry concentration, and financial health and access.

Data from counties nationwide show Black-owned firms are more likely to be located in COVID-19 hot spots,
which means they are more likely to be facing larger direct (longer forced closures, COVID-19 symptoms) and
indirect (social distancing, fewer customers) effects of the pandemic.® Black-owned businesses are also largely
concentrated in hardest hit industries like retail, restaurants, and other service industries. Lastly, with less
financial cushioning and weaker banking relationships, fewer Black-owned firms entered the pandemic in strong
financial positions, with smaller shares operating at a profit, having a high credit score, and using retained
earnings to fund the business. The Paycheck Protection Program (PPP), a federal loan program reported to
support 84% of the nation’s small business payroll, largely did not reach the hardest hit areas most impacted
by Black business closures. For example, only 7% of firms in the Bronx, and 11.3% of firms in Queens received
funds through the PPP.1°

The details outlined in this report were gathered, researched, and analyzed prior to the acknowledgment of
COVID-19 in New York City, and do not reflect the economic impact the COVID-19 pandemic has had on Black-
owned business in New York City. However, with the disproportionate impact of the pandemic on Black-owned
businesses, the consequences of many of the findings and recommendations resonate even stronger.
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CHAPTER 1

Introduction

There’s a Rich History of Black Entrepreneurship in New York City

Black business and entrepreneurship rest at the heart of America's 400-year narrative. Black entrepreneurship
originated before 1865, as a small margin of voluntary Black immigrants and enslaved Africans, as well as

their descendants, sought freedom and established self-sustainable income by selling goods and accepting
payment for their skilled services. Despite the denial of education and wage employment during slavery,
post-Civil War segregation laws, and civil rights infractions that created barriers to their earning capital,
African-Americans continuously found ways to establish profitable businesses across a multitude of industries
within the United States' capitalist economy. Alongside the great struggle for civil rights in a legal system that
favored whites and discouraged Blacks from owning businesses, America saw the emergence of a stable Black

business community during the early 20th century.

The growth in Black enterprise emerged in New York City, in large part, as a result of the Great Migration, when
millions of African-Americans moved from the rural South into cities across the North, the Midwest, and the West
in search of a better life. Between 1910 and 1920, New York City saw a significant increase — 66 percent — in
its Black population.’ Following this sharp increase, a steady influx of Black immigrants arrived at the City's

ports between 1920 and 1970,'? from the Caribbean,
Latin America, and African nations, as a major stop on
their journey to becoming U.S. citizens and achieving the
"American Dream."

Since the Industrial Revolution, a series of economic and
demographic trends transformed and expanded New York
City, displacing Black communities from neighborhoods
decade after decade - like Seneca Village in the 1850s
(now Central Park West), lower Manhattan in the first half
of the 20th century, as well as Harlem, South Bronx, and
Central Brooklyn. Nevertheless, as they were pushed

out of historic neighborhoods throughout history, Black
business owners continued to set up shop in new districts
within the five boroughs. Today, Black Americans account
for 22 percent of New York City's population and remain
the largest concentration of Black residents in any U.S.
city. NYC’s Black entrepreneurs have owned and operated
virtually every kind of company, establishing prominent
business institutions like Sylvia's Restaurant, Carol's
Daughter, Red Rooster, Carver Federal Savings Bank,

and the newly founded Harlem Capital Partners. And

yet, despite their success, the greatest disparity exists

for Black-owned businesses, with only 2 percent of NYC
businesses owned by Black entrepreneurs.™

ADVANCING BLACK ENTREPRENEURSHIP IN NEW YORK CITY

Madam C.J. Walker
(1867-1919)

Madam C.J. Walker was
a hair-care mogul lauded
as “the first Black woman
millionaire in America.”
Walker was considered
the wealthiest African-
American businesswoman
at the time of her death

in 1919, with a net worth
estimated at $10,000,000.

KE=§ i

Photo: Michael Ochs Archives/Getty Images

Photo: Byron Company / Museum of the City of New York

Madam Walker's home at 108 West 136th Street served as the
Harlem headquarters for her beauty products business in the 1910s.
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Significant Barriers Still Exist for Black Entrepreneurs

An extensive amount of national research has focused on Black A e
entrepreneurs in America and the barriers they face as they work to start and , 220/0

grow a business. Nationally, Black entrepreneurs are fifty percent more likely Black or African American
than their white counterparts to take active steps to try to start a business.

Yet, they are half as likely to actually start a business. The Black-owned Firms in NYC
businesses that do open their doors are only half as likely to survive after five y 2. 1 0/0

years. These firms also tend to be much smaller, employing 40 times fewer Black or African American

people than white-owned firms.™
Firms w/Paid Employees
National research points to three primary barriers that influence the revenue, - 1 90/0
u
growth, and survival of Black-owned business: capital access, education,

and experience.™
H Black or African American Non-Black

Capital access: Because of a history of systemic disadvantage, Black business owners tend to have
less start-up capital, lower credit scores, and no or low collateral compared to non-minority business
owners, which ultimately impacts their ability to access capital. Black-owned firm application rates
for new funding are 10 percentage points higher than white-owned firms, but approval rates for Black
applicants are 19 percentage points lower. Even when controlling for characteristics of firms and
owners, Black applicants have less favorable loan application outcomes.'® Lack of access to external
capital leaves Black entrepreneurs to rely on personal savings to fund their businesses. But, with a
median household income forty-seven percent lower than white Americans, Black entrepreneurs have
limited options for capital sources.'”

Education: While entrepreneurship certainly does not require a higher education, entrepreneurs with

a Bachelor’s degree or higher are more likely to start a business and succeed. Higher educational
attainment can impact business success by providing skills, increased confidence, and access to
networks and resources.® Yet, Black entrepreneurs are fourteen percent less likely to have a Bachelor’s
degree or higher, compared to their white counterparts.’® Moreover, Black individuals with a higher
education are more likely to take a wage job for another company with a stable income, as opposed to
pursuing entrepreneurship as a career path.?°

Student Loans Disproportionately Impact Educated Black Americans

Higher education is known to increase business success by providing skills, increased confidence,
and access to networks and resources. However, there can also be negative impacts, particularly for
Black students. Data from the New York Federal Reserve indicates that Black students default on
their loans at about double the rate of their white counterparts. These differences can be explained
in part by income disparities, since lower-income students are more likely to need student loans to
afford tuition. But in addition to higher borrowing rates, the balances are higher, too. Average debt
for Black students is more than $37,000. Considering the average family income in predominantly
Black zip codes is $38,000, the financial burden of such debt becomes evident.?! The situation

is even worse for Black women. Despite outpacing white men and women of other ethnicities in
earning Bachelor’s degrees or higher, Black women earn 37 cents less than white men, nationally.??
A high level of student loan debt contributes to the difficulty Black entrepreneurs have accessing
capital, posing a significant barrier to entrepreneurship as a chosen career path after graduation.

Experience: More than capital and education combined, the greatest impact on business survival and

success is experience. Entrepreneurs with work experience, particularly in their industry, have a greater
likelihood of success. Because of systemic discrimination in job markets and other factors, Black
individuals are more likely to be unemployed and less likely to be previously employed within their industry
compared to their white counterparts, which impacts business survival and growth.?

The national research shows that education and work experience can have far reaching effects on a Black
entrepreneur’s business beyond just skills and knowledge. These factors can also impede exposure to networks,
mentors, and role models, which are key to business success.

Perhaps most impactfully, all three of these factors — capital, education, and experience — often influence the
industry an entrepreneur will enter. Industries like professional services, technology, sustainability, healthcare,
finance, real estate, and manufacturing require more capital, higher education, and more work experience in
order to start a business, while industries like personal services, food services, repair, and retail often require
less. This matters because industry choice affects a business’ chance of survival and growth, particularly for
Black entrepreneurs. When starting a business in an industry requiring less investment in capital, education, and
experience, research shows racial disparities in survival and growth surface, even among people with the same
background. However, when all other factors are the same, a Black entrepreneur who starts a business requiring
higher capital, education, and experience is just as likely to succeed as their white counterpart.*

Although Black entrepreneurs make up 3.2 percent of all Black

families, they hold 16.7 percent of the wealth of all Black families.

High Growth Industries Provide a Unique Opportunity

The future of America’s economy lies in its high-growth industries. A growth industry is a sector of the economy which
experiences a higher-than-average growth rate compared to other sectors. Growth industries are often new or pioneer
industries that did not exist in the past. Their growth is a result of demand for new products or services offered by
companies in the field. According to data from the Bureau of Labor Statistics, industries expected to grow the most
over the next 10 years in America include technology, healthcare, and energy.?®

These high-growth sectors have generated significant technology gains and wealth, but they have not benefitted
all entrepreneurs equitably. Nationally, only 5% of healthcare firms are Black-owned,? 1% of venture-backed tech
founders are Black and 91% are men,? and just 0.1% of clean energy generation firms are Black-owned.?®

More equitable opportunities in high-growth fields would unlock a wealth of innovation, economic growth, and job
creation that is now untapped, bringing new inventors, new ideas, and new technologies into the innovation pipeline.?®

City Contracting Can Advance NYC's Black Entrepreneurs in Economies
of Tomorrow

According to the NYS Department of Labor, healthcare, professional and business services, and

construction are projected to be top growth industries in NYC through 2026. New York City’s technology
sector has also become a central component of the city’s increasingly diverse and resilient economy,
growing two times faster than NYC's economy overall. New technology has transformed industries like
telecommunications and manufacturing and the functions of numerous occupations. (continued)
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Every year, the City spends billions of dollars on goods and services. In fiscal year 2019, the City
awarded 24% of its contracts spend to Minority and Women-Owned Business Enterprises (M/WBEs),
tripling M/WBE utilization in just four years. In November 2019, the City announced that it is ahead of
schedule with its M/WBE utilization goals, and is raising the 10-year target for contracts awarded to
certified M/WBEs from $20 billion to $25 billion by 2025.

In fiscal year 2019, the most City contracts awarded to Black-owned certified firms were in the
construction and professional services sectors. Over the next several years as the City focuses on
strengthening infrastructure, improving climate sustainability, updating technologies, and innovating new
public health solutions, there will be significant opportunities for small business owners to make the City
of New York their next customer through government contracts. For example, in climate resiliency alone,
the City plans to invest more than $20 billion to ensure New York’s long-term sustainability. The City
needs to ensure that Black-owned businesses are positioned to lead these economies of tomorrow.

Advancing Black Entrepreneurship in New York City

The City of New York is committed to building a stronger and fairer City by creating opportunities for all,
safeguarding the American Dream, and addressing the racial wealth gap. In September 2019, the NYC
Department of Small Business Services (SBS) launched BE NYC (Black Entrepreneurs NYC), a first-of-its-
kind initiative in any major American city to address the disparities facing Black entrepreneurs. BE NYC aims
to eradicate systemic barriers preventing success and create equitable wealth and advancement for Black
entrepreneurs across New York City.

Entrepreneurship has empowered families for generations. Studies show that families with a self-employed
head of household earn two times the average income and have a net worth nearly six times higher than
families with a head of household employed by someone else.?* Moreover, self-employed Black entrepreneurs
tend to have higher wealth levels and more upward wealth mobility than Black wage workers.®!

Despite barriers, many Black-owned businesses thrive across NYC. However, there is tremendous opportunity for
more of the City’s Black entrepreneurs to launch and grow a business and build wealth for generations to come.

Chapter 1: Key Takeaways

There is a rich history of Black entrepreneurship in New York City, with successes dating back to Madam
C.J. Walker who became one of the first African American millionaires by manufacturing and selling beauty
products from Harlem.

Entrepreneurship empowers families for generations. Families with a self-employed head of household earn
two times the average income and have a net worth nearly six times higher than families with a head of
household employed by someone else.

National research shows key disparities prevent Black entrepreneurs from starting and growing a business,
including access to capital, education, and experience often stemming from systemic discrimination. These
barriers limit access to networks, mentors and role models, and can impact industry choice—all factors that
impact success and growth potential for Black entrepreneurs.

It’s important to address these barriers and ensure that Black entrepreneurs are leaders of high-growth
industries.

The City launched BE NYC to address disparities facing Black entrepreneurs across the five boroughs.

CHAPTER 2

Engaging Black Entrepreneurs in
New York City

To Develop Solutions, the City Started by Listening to NYC’s Black Entrepreneurs

After reviewing national literature, SBS turned directly to NYC’s Black entrepreneurs, business leaders,
community leaders, and advocates to learn about their personal experiences as current and aspiring business
owners, their motivation, challenges, needs, and how the City can help. Through a variety of approaches, the
City heard from more than 1,500 people to collaborate on solutions.

Roundtable Conversations with Advocates and
Faith-Based Leaders

In August 2019, SBS convened two roundtable conversations
at City Hall with Deputy Mayor for Strategic Policy Initiatives
J. Phillip Thompson and nearly 40 advocates and leaders
from local community organizations, as well as more than

20 faith-based leaders. Attendees were asked to share their
thoughts about Black entrepreneurship in New York City,

the challenges Black entrepreneurs face, and how the City
can help. In order to raise awareness and reach a diversity

of Black New Yorkers, each leader was encouraged to help
spread the word and mobilize their constituents to share their

voices with the C|ty through a Variety of channels. Faith-based leaders met at City Hall to kick off a conversation

about Black entrepreneurship in NYC.

Kickoff Event at the Apollo

To raise awareness, generate momentum, and kick off
the conversation about Black entrepreneurship in New
York City, SBS hosted a launch event on September

10, 2019, at the historic Apollo Theater in Harlem. More
than 400 entrepreneurs filled the theater to learn about
resources available to help start or grow a business,
network with each other, and share their voice with the
City. Speakers included former SBS Commissioner
Gregg Bishop, Deputy Mayor for Strategic Policy
Initiatives J. Phillip Thompson, Reverend Jacques Andre
DeGraff, and Shawn Rochester, author of The Black Tax:
The Cost of Being Black in America. Radio host and
entrepreneur Angela Yee moderated a fireside chat with
Elliott Breece, Founder-in-Residence at Google Area 120

Angela Yee and Elliott Breece conduct a fireside chat at the BE NYC and Co-Founder and Chief Product Officer at Songza.

kickoff event at the Apollo.
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Online Survey

In partnership with Breakthrough Marketing Technology, SBS conducted an extensive online survey to get
information at scale about current and aspiring Black business owners in New York City, including their motivations,
challenges, needs, and preferences for top solutions to start and grow a business. Everyone who completed the
survey was entered to win a $200 gift card. The survey was open to responses from September 10 — November

13, 2019. By promoting the survey through local community organizations, elected officials, advocates, SBS’s
networks, and the press, the City strived to reach a diversity of entrepreneurs. In total, there were more than 800
responses, including more than 500 current business owners and nearly 300 aspiring business owners.

Snapshot of Survey Respondents

Industry
Business Ownership Retail Trade: 20%
e  Accommodations & Food Services: 18%
Borough _
——— Manhattan: 30% Queens: 19% Staten Island: 2% Professional, Scientific & Technical Services: 15%
Gender Other Services: 8%
Female: 50% Other: 1% Technology: 8%
Education Technical: 5% Arts, Entertainment & Recreation: 5%
. 140/ o 0 - )
HS: 11% Bachelor's: 49% Advanced: 21% Healthcare & Social Assistance: 5%
Age
Real Estate: 4%
<24: 8% 38-53: 29% 54-72:9% NP
Household Income I orstroton: 3%
<$49,000: 34% $100,000+: 22% - Administrative & Waste Management: 2%
- Educational Services: 2%
Current Owners Only:
- Information: 2%

Years in Business
<3 years: 35% 5+ years: 38%

- Manufacturing: 2%

Transportation & Warehousing: 2%

Business Revenue

<$10K: 24% $50K-$99K: 25% $100K-$499K: 23% $500K+: 6% Finance & Insurance: 1%

Number of Employees . Management of Companies: 1%

5-9:14% 10-19:12% 20+: 14%

[ wholesale Trade: 1%

Community Forums

Working with Hester Street, an urban planning, design, and community

development non-profit organization, SBS conducted five community forums

reaching nearly 200 people. Using a design-thinking approach (a process for

problem solving that centers around the input of the people who will use the

product or service), the City set out to learn more about the top challenges

facing NYC'’s Black entrepreneurs, and begin to work together on the most

useful solutions. In order to get a diversity of insights and understand how

responses may differ, SBS focused on storefront and personal services

businesses in the Bronx, professional service businesses in Brooklyn, and

smaller groups in Manhattan of founders of businesses in high-growth

industries including technology, healthcare, and sustainability, and also

tech professionals who may not own a business themselves. At the forums,

attendees learned about services available to help start and grow a business,  Using a design-thinking approach,
shared their insights with the City and with each other, and networked together. ﬁgt,fn’i’iﬂ;“ﬁ,?;f tﬁg?gﬂ{: Gommunty
The forums were held at the Bronx Museum of the Arts, the Brooklyn Historical

Society, and SBS’s office in Lower Manhattan.

One-On-One Interviews

In order to dive deeper into certain questions and learn about best practices, SBS and Breakthrough Marketing
Technology conducted more than 50 one-on-one interviews and conversations with Black entrepreneurs across
New York City and with business and community leaders across the country.

BE NYC Cabinet of Advisors

After hearing from more than 1,500 entrepreneurs about the challenges Black entrepreneurs face in NYC and
the solutions they most want to see, a Cabinet of Advisors was convened with leaders from business, finance,
technology, academia, and City government. The Cabinet helped shape solutions that addressed the needs
heard from the community, and prioritized an action plan based on what ideas would have the largest impact
on achieving systemic change. In addition to the support entrepreneurs wanted to see, the Cabinet added two
overarching tenets:

1. Solutions should come from the community, and successful entrepreneurs should be mobilized to
give back to others just getting started.

2. Solutions need to be twofold. Support should be provided to help more Black-owned businesses
start and grow businesses in all sectors across the City, and a particular focus should be placed on
building more leaders in high-growth sectors.

The BE NYC Cabinet meets to talk about solutions, connections, and their commitment to impact change.

Chapter 2: Key Takeaways

After reviewing national research, SBS heard from more than 1,500 Black entrepreneurs, community
leaders, and advocates to learn about the experiences of current and aspiring business owners, their
motivation, challenges, needs, and how the City can help.

SBS reached a diversity of respondents through an online survey and in-person events to get a clear picture
of the personal experiences of Black entrepreneurs in NYC.

The BE NYC Cabinet is a group of leaders in business, finance, technology, academia, and government that
will advise on solutions, connect to networks, and commit to action within their industries.
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CHAPTER 3

Findings from New York City's
Black Entrepreneurs

What the City Learned about Motivations, Challenges, and Needs

The opportunity to advance Black entrepreneurship in New York City was clear from the tremendous response
from the community, and the energy, passion, and enthusiasm surrounding BE NYC. While key themes emerged
from the more than 800 responses to the survey, and 600 attendees of in-person events and interviews,

results may not be statistically representative of the population of Black business owners in New York City. For
instance, in the survey sample, 59% of respondents are certified as a Minority and/or Woman-owned Business
Enterprise (M/WBE), and 58% of respondents have attended an SBS event or interacted with SBS in some way.
These high percentages indicate that a specific segment of Black entrepreneurs may be overrepresented in the
survey, potentially skewing the data. Nevertheless, the data still provides valuable insights into the personal
experiences of Black entrepreneurs in NYC on a range of topics.

Business Motivation

Black business owners in New York City talk about drive and passion when discussing their motivations. When
asked why they started their business, the top three responses were that they always wanted to run their own
business (64 %), they wanted to pursue their passion (47 %), and they wanted more flexibility (43%). When asked
about what they hope owning a business will help them achieve, top answers were flexibility (19%), making
enough money to support family (18%), and to succeed in doing something special (11%). In other words,
Black entrepreneurs in New York City are starting businesses out of a desire to pursue a passion, set their own
schedule, and support future generations.

Why did you start your business?
80% [
70% [
60%
Percentage
of Responses 50%

from Forum
Attendees 40%

30%
20%

10%

0%

| always | wanted to | wanted more | wanted to | wanted | had a great
wanted to pursue my flexibility build wealth better work/life idea and
run my own passion balance wanted to put it

business into action

Black entrepreneurs in New York City are also willing to take risks, with more than half of respondents saying
they are willing to put their personal finances, external investments, and personal reputation on the line for their
businesses.

Top Challenges

Black entrepreneurs face many of the same challenges as other groups of entrepreneurs when starting or
growing a business in New York City. However, as outlined in the national research discussed above, Black
entrepreneurs are often at a significant disadvantage due to systemic barriers and disparities in education,
experience, and financial assets, which serve to heighten these business challenges.

The survey revealed that Black entrepreneurs overwhelmingly cite access to capital as their top challenge, both
when launching and when trying to grow their business. Finding business guidance and resources, locating
affordable workspace, and finding customers were the next greatest challenges for Black entrepreneurs.

Top Challenges Identified by Black Entrepreneurs in NYC

o] (e =

Access to Business Guidance Finding Affordable
Capital + Resources Customers Workspace

#1: Access to Capital

In survey responses and at community forums across the City, Black entrepreneurs cited access to capital as
their top challenge, echoing national research which shows systemic disadvantages for Black entrepreneurs
seeking financing for their businesses.* More than 40% of forum attendees selected “money” as their top
need, and 76% of survey respondents are interested or very interested in solutions that help support access
to capital. This is consistent with national surveys which find that Non-Hispanic Black or African American
entrepreneurs find credit availability to be their biggest challenge.

"Black businesses rarely have the luxury of creating a proof of concept
or completing an R&D phase because of a lack of capital. As a
seasoned entreprenuer, | know that not having the right amount of
capital at the start-up phase — when you're taking the biggest risk —

increases the probability of failing. If your business is not tech-related,
very few institutions are willing to shoulder the full risk capital needed.

MICHAEL VANN | UrbanAcres Development Group
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Among survey respondents, 59% of Black entrepreneurs in NYC financed the startup of their business through
personal savings, and 61% plan to finance their business growth using personal savings, as well. Since more
than 30% of respondents earn a household income below the New York City median of $60,762, one can infer
why Black-owned businesses may be underfunded from the start.

How did you finance the start-up of your business?

60%

$106,720

Average startup capital
for white entrepreneurs

$25,000

Average startup
capital for Black
entrepreneurs

50%

40%

30%

20%

10%

0%

Black entrepreneurs may rely more on personal savings because they report having limited access to loans
and lines of credit from lenders: Of the 230 respondents who approached small business lenders or banks
for loans to start their business, more than two-thirds were denied funding. National data indicates that Black
entrepreneurs have the lowest approval rates of any group that apply for small business financing.®

Low approval rates may be discouraging aspiring entrepreneurs from seeking traditional small business loans
or lines of credit: 12% of current entrepreneurs responded that they received funding through a small business
loan when they started — and only 21% of aspiring Black entrepreneurs in NYC plan to finance their future
business ventures using small business lenders, compared to 43% planning to use personal savings. This,
too, is consistent with national data, which shows that Black entrepreneurs are less likely than any other group
to hold or regularly use loans or lines of credit for their businesses.** When it comes to more established
businesses in operation five years or longer, there is a statistically significant difference in their likeliness

to approach a lender as a source of finance (33%) compared to newer businesses (29%), and established
businesses are also more likely to be approved (57 %) than newer businesses (52%).

The most common reason minority-owned firms are rejected for small business loans is lack of assets.%
Survey responses were consistent with this finding, with the most respondents (38% of current entrepreneurs)
answering that they were denied financing from a bank or lender because of a lack of assets. Moreover, there is
robust literature on discriminatory practices of lenders dating back to days of segregation. For example, even
minority business owners with better credit scores than white counterparts face worse treatment and more
scrutiny by banks. One study found that racial discrimination in lending is more prevalent when applying for
small business loans, which is what the majority of Black entrepreneurs seek.* For these reasons, many Black
business owners rely on personal savings.

Less personal savings and limited access to loans may contribute to the fact that 73% of survey respondents
started a business with $25,000 or less, compared to national research that found white entrepreneurs start
their businesses with an average of $106,720 in working capital — more than four times the amount.®” This lack
of funding from the start may contribute to lower survival rates of Black-owned businesses, and slower growth.

These findings tell part of the story, but many Black entrepreneurs expressed that they preferred not to discuss
their finances. One forum participant explained that she is “uncomfortable talking about money,” and 64% of
survey respondents preferred not to answer the question about funding sources.

“The rules, metrics, or standards Black entrepreneurs are held to are different
than what our counterparts are held to, and they are always changing! Black
entrepreneurs have to be 10x as good as non-Black entrepreneurs in order
to gain access to a limited pot of resources. Our community is underserved,

under resourced, underbanked, and underfunded and that is why there are
so few Black-owned businesses in existence."

RENEE KING | fundBLACKfounders

#2. Business Guidance and Resources

Percentage of Respondents
with Excellent or Very Good
Access to Mentors and
Supporters.

After insufficient funding, Black entrepreneurs responded that
the next biggest challenges in running their business are lack
of preparation and background on how to run a business (15%)
and a lack of reliable resources to help (13%). Without specific
knowledge of the nuances involved with running a business,
and without the resources that can help, Black entrepreneurs
may spend more time than necessary taking wrong turns and
making mistakes that might otherwise be avoided.

All Respondents

Having a trusted mentor or role model is important to set a
business owner up for success. The majority of Black business
owners in the survey said they had a history of entrepreneurship
in their family, compared to only 40% of aspiring entrepreneurs,
which is consistent with national findings that entrepreneurship
experience in the family can help an aspiring business owner
launch. Interestingly, family business ownership did not have
any significant impact on business size, either in terms of
revenue or employees. Access to a trusted mentor or supporter,
however, did impact business growth. Respondents with higher
revenue were more likely to have mentors and supporters. In the
survey, just 37% of respondents overall said they have excellent
or very good access to mentors and supporters, but among
firms with more than $50,000 in annual revenue, that number
jumped to 63%. Access to mentorship and guidance appears
to be even more important as a business scales up. Among
businesses with $500,000 or more a year in revenue, everyone
said they had access to a mentor. Having access to someone
who already navigated the path of entrepreneurship can serve
as a guide and can help unlock growth for Black entrepreneurs.

Respondents with
$50K+ in Revenue

B Have good or excellent access to a mentor
Bl Have limited access to a mentor
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"The thinking | was raised [on was] you're going to go to college
and you're going to get a great job. No one said 'you're going to

go to college and you're going to open up an enterprise.

GINA RAMCHARAN | Idea Manufacturer

#3. Finding Customers

While more than half of Black entrepreneurs surveyed
expressed confidence in their ability to succeed and engage
with a range of customers, finding those customers proved
challenging. This challenge is likely related to insufficient
marketing knowledge, which was expressed as a high barrier
to business by 18% of entrepreneurs surveyed.

There is a clear difference when it comes to aspiring and
current business owners and their need for marketing
support. Among aspiring Black entrepreneurs, only 23%
ranked finding customers as something they anticipated
would be very challenging. Comparatively, 42% of current
Black business owners cited “finding customers” as the most
challenging factor when operating their businesses. This
may indicate that aspiring business owners are not putting
enough planning into marketing and customer acquisition
from the beginning. While they are building and prototyping
their service or product, they may not also be thinking about
their market, customer base, and strategy for attracting
customers, which should be a key part of a business plan.

Black entrepreneurs also recognize the need to attract
customers outside the Black community, with 66% surveyed
agreeing. Seventy-nine percent (79%) of respondents also
perceive themselves to be highly comfortable and skilled

at interacting with other races and ethnicities, the highest

of all responses. And yet, nearly half of survey respondents
perceive from their experience that people are more reluctant
to do business with Black-owned businesses.

Percentage of Entrepreneurs
Citing "Finding Customers" as a
Top Challenge

Aspiring Business Owners

Current Business Owners

I Stated finding customers
was very challenging

[l Did not find customer
acquisition a top challenge

“| enjoy many benefits from various networks; however, none per se has
generated a new customer opportunity. But it has led to other things,
like speaking opportunities and this interview. So, it has enhanced other

business development relationships.”

ORUME HAYS | Hays CPA, LLC

#4. Affordable Workspace

Fifty-two percent (52%) of survey respondents listed securing an affordable workspace as a top challenge to
starting a business. “Affordable workspace,” as described in the survey, refers to workspaces in each borough
where professional services and high-tech employees can transition into entrepreneurship by developing their
businesses with on-demand, functional expertise (finance, marketing, sales, operating systems, etc.), and
administrative resources.

This may be why according to the BE NYC survey, 38% of respondents operate their business from their home,
compared to 26% operating from a storefront, and 21% from an office space. The expectations of aspiring
entrepreneurs are similar. There is a statistically significant difference of new businesses being more likely to
operate from their homes, compared to more established businesses, five years and above.

"Currently we have a home space where we meet with clients and
curate their experience. It's been a challenge to find affordable
rental space in each borourgh where we could incorporate

elements of our brand to maximize our clients' experience."

ELITIA & CULLEN MATTOX | When Love Works Coaching

Preferred Solutions

Based on national research and survey responses, participants at the community forums were asked to
prioritize their top needs for support out of five categories and begin to iterate the solutions they’d like to see,
based on 23 different ideas. Across all forums, the top needs were ranked similarly to the survey, as follows:

Percentage of Top Needs, as Expressed by Community Forum Attendees

o) B € S

Money Mentorship Marketing Affordable Networking
Workspace

#1. Money

Access to capital was the intervention most participants selected in both the
survey and the community forums. At forums, 41% of attendees ranked “money”
as their top choice for support, and 76% of survey respondents were interested or
very interested in help accessing capital.

"If you give me
free money and |

o . don't have to pay
Across all forums, the most popular support in this category was seed capital (29%), you back, nothing

which included crowdfunded loans ranging from $500 to $25,000 with the first $1,000 changes because |
contributed by the City. Participants also supported the creation of a fast, low-cost still have bad credit."
line of credit available to cover short-term inventory, equipment, or working capital
(28%). Another popular choice was a forgivable microloan (20%), with changing
terms and reduced repayment based on certain factors (e.g. a business staying in the
neighborhood, hiring locally, etc.). The survey saw similar results, with top solutions
including a low interest loan (39% of respondents) and a small grant (38%).

Forum Participant

ADVANCING BLACK ENTREPRENEURSHIP IN NEW YORK CITY



26

#2. Mentorship

After access to capital, most program participants chose to focus on mentorship
interventions. The need for mentorship was echoed in the survey results:

Nearly half of respondents said finding mentors was a challenge when starting

a business, and 75% of current and 83% of aspiring business owners would
participate in a mentorship program.

Within mentorship, survey respondents preferred one-on-one help, with more
than half of current and aspiring entrepreneurs ranking it as their top choice.
Gaining more nuance from conversations at the community forums, the top
solutions involve coaching from established business owners in the same
industry (selected by 27% of groups), and support from peer circles (preferred by
25% of groups). Overall, entrepreneurs are looking for a mentor or peer circle that
is top performing, a champion of their business, and serious about meeting on

an ongoing basis to cultivate a space of trust, stay forward thinking, and develop
structures of accountability.

#3. Marketing

Seventy percent (70%) of survey respondents are interested or very interested in
concepts that will help them access more customers and sales. Marketing is a
key method for Black entrepreneurs to reach new customers. In the survey, nearly
half (45%) of Black entrepreneurs prioritized the need for dedicated marketing
consultants as an integral component of their business strategy, targeting new
customer acquisition.

Black entrepreneurs at community forums, however, rated group seminars and
promotional support above a paid consultant, prioritizing small group training
sessions and support describing and pitching their ideas. These entrepreneurs
indicated that more opportunities to test products and refine concepts in sample
markets could be a means towards increased customers and sales.

#4. Affordable Space

Affordable space was ranked fourth out of the five solutions proposed at the
community forums, indicating that independently, it may not be a top need of

all entrepreneurs. Conversations around affordable space focused on support
finding, leasing, and purchasing commercial space, and making incubators,
co-working, and pop-up spaces more accessible to people of color. One group
highlighted the need for incubator space with intensive support services like
mentorship, seed funding, and one-on-one operational and marketing assistance.

#5. Networking

The final focus area at the community forums was networking, with 9% of groups
choosing it as their top priority. In the survey, only 5% of current entrepreneurs
ranked it as a top barrier to their business. Aspiring entrepreneurs were more
likely to prioritize networks, with more than half anticipating that tapping into

a network of like-minded business owners would be a hurdle. However, the
response, conversation, and behaviors displayed at the engagement events
suggested that Black entrepreneurs are looking for opportunities to network

with experts, connect with peers, identify partnership opportunities and new
customers, and celebrate the culture of Black entrepreneurship.

“[Having a one-on-
one coach] is a real
value to help with
real time issues and
brainstorm new
ideas.”

Forum Participant

“"The nuances of

marketing are
time-consuming.”

Forum Participant

“Provide a space
to run my business
and help to provide

access to city
contracts.”

Forum Participant

“Have an event
where you can find a
resource, as opposed

to just networking
to find customers or
clients.”

Forum Participant

The two top solutions prioritized in the community forums were a large conference with multiple speakers,

and monthly workshops based on a theme or skill that Black entrepreneurs from all stages and sectors could
attend. Conversations around networking events and opportunities highlighted the need for intentional activities

and connections, as opposed to a broad, unstructured event.

Percentage of Top Solutions as Expressed by Community Forum Attendees

1. Money Mixed Debt/ 2. Mentorship Online Community 3. Marketing Subsidized
Equity Forum Contracts
9% 10% 6%

7 Month
Cohort
21%

Online
Learning
19%

Seed
Microloan Capital
20% 29%

3 Month
Meet & Coaching
Greet 27%
21%

Group
SENIGETS
24%

Consultation
Services
20%
Promotional
Support
21%

Credit
Line
28%

7 Month
Peer Circles
25%

4. Affordable Space 5. Networking

Pop-Up Online
Space Networking
1% e

Co-Working
Space
23%

Speed
Networking
24%

Purchase Monthly

Commercial
Desk in Space
Incubator 36%
30%

Events
41%

Biannual
Conference
26%

Scaling a Business Presents Unique Challenges and Opportunity

Disparities exist in the number of Black-owned businesses in New York City, as well as scale. Only 3%
of Black-owned firms have employees. White-owned businesses are seven times more likely to have
employees than Black-owned businesses. Black-owned businesses also tend to survive for fewer
years, compared to the average NYC business. The median age of Black-owned firms is 4-5 years,
compared to an overall median age of 6-10 years.®

The majority of survey respondents (62%) have been in business for five years or less. Consistent
with national research, more businesses five years or older report operating in industries that generally
require more capital, higher education, and more work experience in order to start a business (i.e.
professional services, technology, sustainability, finance, and real estate). Compared to younger
businesses, these businesses are less likely to operate from home, and are more likely to have
employees and earn higher revenue.

Interestingly, businesses operating five years or longer reported that they required more capital (about
$30,000 on average) to get started than younger businesses ($20,000 on average), and that they
received this capital from lenders or banks. These differences are statistically significant between the
two groups, meaning it is likely that the difference in the amount and source of capital may lead to
more years in operation. (continued)
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While providing services to help more Black-owned businesses start and operate is important, it is also

critical to help more established businesses scale by responding to their unique needs for capital, customer
acquisition, and marketing support. Another way to help Black entrepreneurs scale is through acquiring
existing businesses with growth potential, and adapting them to new markets. The City and partners can
explore the conversion of industrial businesses, providing incentives for the sale of businesses, raising
awareness of businesses for sale, and educating and providing services to assist with acquisitions.

Resources Available for All Small Businesses in New York City

Based on the findings outlined in this report, the City and its partners will implement tailored interventions
to help more Black entrepreneurs start and grow a business in New York City. However, many resources are
already available to help entrepreneurs across the city, including:

Help certifying as a minority and/or woman-owned business enterprise (M/WBE) and competing for
contracts.

Connections to free resources ranging from business courses to legal services.
Simple explanations of government rules and regulations.

Guidance on applying for funding to launch or grow a business.

To learn about all the free resources available to help, visit nyc.gov/sbs or call 311.

Chapter 3: Key Takeaways

E B B0 BDRA

While the feedback from 1,500 entrepreneurs provides valuable insights about Black entrepreneurs’
experiences, data may be skewed compared to the larger population in NYC.

Black entrepreneurs in New York City are starting businesses out of a desire to pursue a passion, set their own
schedule, and support future generations. They are willing to take risks in order to start or grow their business.

The top challenges facing Black entrepreneurs when starting or growing a business in New York City are
consistent with challenges facing all entrepreneurs. Access to capital is the top challenge for entrepreneurs,
followed by finding business guidance and resources, locating affordable workspace, and finding customers.

NYC’s Black entrepreneurs overwhelmingly identified a need for greater access to capital. Entrepreneurs
preferred seed capital, a credit line, or low interest loan to help access cash flow when most needed.

Black entrepreneurs are also looking for one-on-one or small group connections with other entrepreneurs like
them, in addition to industry or entrepreneurial successes.

Black entrepreneurs, especially those with established businesses, expressed a need for customer acquisition
support. Top solutions are dedicated marketing consultants, promotional support, and opportunity to test
products and refine concepts.

Affordable space ranked fourth out of the five solutions proposed at the community forums, indicating that
independently, it may not be a top need of all entrepreneurs, but, combined with intentional programming, it
may be more valuable.

Although not ranked as a top priority, anecdotal evidence suggests that Black entrepreneurs are looking
for opportunities to network with experts, connect with peers, identify partnership opportunities and new
customers, and celebrate the culture of Black entrepreneurship together.

Many services are already available to help start and grow a business in New York City. Visit nyc.gov/sbs or
call 311 to learn more.

LILELEE Recommendations and

Commitments to Advance
Black Entrepreneurship

Together, with the BE NYC Cabinet of Advisors, SBS recommends a public/private
partnership to respond to the national research and feedback of 1,500 entrepreneurs across
New York City

BE NYC aims to increase the number of Black-owned businesses in New York City, with a focus on growing
businesses in high-growth industries. Advancing Black entrepreneurship must be approached through
adaptability, collaboration, and innovation.

New York’s resilience is rooted in a long history of adaptability, collaboration, and innovation, and the success of
business in the future will rely on these three key values. In the wake of the COVID-19 pandemic, businesses must
be able to move quickly to adapt traditional ways of operating and adopt new practices to stay competitive in a
constantly changing world.

As New York City builds back its economy, there is opportunity not just to recover, but to reimagine. Return to status
quo is not good enough, and Black entrepreneurs must lead the City’s innovation agenda developed not from
traditional sources, but from the collaboration of disruptors from across multiple sectors.

The City, along with the BE NYC Cabinet, calls on the private, philanthropic, and non-profit sectors to join together
in response to national research and the 1,500 voices expressed in this report, and effect systemic change in these
areas:

1. Provide equitable access to financing

2.
3.
4.

Strengthen connections within NYC’s Black entrepreneurial community
Scale Black businesses for long-term success

Meet the challenges of the economy of tomorrow

1. Provide equitable access to financing

Access to capital is the top challenge Black entrepreneurs face, and research shows that as a

result of historical racial discrimination, a range of systemic barriers hold Black entrepreneurs back:
Higher debt, lower credit scores, less personal savings, lower generational wealth among family and
friends, and fewer connections to networks of funders are just a few.
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Leverage City capital to provide a credit enhancement to help aspiring and existing Black business
owners access the financing they need. Nationally, data shows that Black entrepreneurs are denied financing
more frequently than any other racial group.®> Many times these entrepreneurs have promising business

ideas, but will be deemed too risky by lenders based on various factors including neighborhood, customers,
ethnicity, and credit scores. To mitigate this challenge, the City commits to creating a fund — with private capital
partners — to absorb some of the risk and incentivize lenders to unlock more capital and better rates for Black
entrepreneurs, especially those that are in the early stages of their business growth and development.

Explore the creation of a public-private partnership to advance Black-owned businesses through scaling
and innovation. Black-owned businesses in New York City are smaller in terms of employees and revenue,
compared to their white counterparts. To impact the generational wealth gap and grow the economy, Black
entrepreneurs need equitable opportunities to scale their companies into the next billion-dollar enterprise. The
City commits to working with a range of stakeholders - including private banks, pension funds, and investment
firms — to develop a fund for established companies to access the loans and equity investment they need to
unlock their potential and grow.

Examine the use of Opportunity Funds to connect growing Black-owned businesses to investments of

$1 million and above. The federal Opportunity Zone program presents a unique opportunity to drive equity
investment towards Black entrepreneurs. There are 306 Opportunity Zones in New York City. These are census
tracts that were designated because of their lack of economic opportunity and historical disinvestment. The
program incentivizes new investment in real estate and businesses in these areas through preferential tax
treatments. Although the vehicle is relatively new — and has been largely used to facilitate real estate projects -
it can be used to provide capital to businesses located in the Opportunity Zones. Approximately 35,000 of the
City’s businesses fall into these Opportunity Zones, and according to SBS analysis, businesses in these areas
are on average three times smaller than businesses outside the Opportunity Zones. The City will explore how it
can leverage the tax benefits to drive investments to Black-owned businesses in these areas.

S

Consider and adopt new ways of assessing credit and loan readiness. Mainstream credit scores are
calculated using a history of mortgage and credit card repayment. With lower homeownership, and higher debt,
this calculation disproportionately disadvantages people of color, especially Black borrowers. Approximately
15% of Black and Hispanic individuals are “credit invisible,” compared to 9% of white and Asian individuals.®
“Credit-invisibles” are consumers whose documented credit history is so limited that they don’t have credit
scores, or their credit scores are not based on a complete history of debt repayment. This is often because
several of the payments they routinely make are not reported to the credit bureaus. Another reason some
consumers are invisible is that they are new to the borrowing scene and haven’t established a credit history.*
Without a credit score it is difficult to demonstrate an ability to pay back a loan, and therefore difficult to be
approved for a loan. The City urges lenders to incorporate alternative data into underwriting, and urges credit
bureaus to incorporate additional data when calculating credit scores. Considering additional data like rental,
utilities, and cell phone payments has shown to benefit those with low or no credit scores. For example, a
pilot program by the Credit Builder’s Alliance looked at the impact of rent reporting on the scores of low-
income residents, and found the vast majority of participants (79%) saw an increase to their credit score when
considering additional data.

Invest in early-stage venture capital funds and initiatives managed by people of color. Investment firms with
diverse leadership are more likely to invest in minority and women-owned startups. However, only 1% of decision
makers in venture capital are Black. This lack of diversity may help explain why only 1% of venture-backed tech firms
are owned by Black men, and only 0.2% are owned by Black women.*' African Americans spend $1.2 trillion annually
in the U.S. Investing in Black-owned firms not only helps Black entrepreneurs grow, but can also unlock a trillion-
dollar market to investors.

Provide early intervention financial literacy and education to avoid debt. Lenders are often concerned about the
amount of outstanding debt potential borrowers have because it may indicate their likelihood of paying back their
loans. For this reason, having large amounts of debt can limit access to capital.*? Educating parents and children
about financial health can help families avoid passing down debt to their children, and students from taking on
crippling student loans. This kind of intervention can help families and young people combat debt before it becomes a
significant barrier. The NYC Department of Consumer and Worker Protection's Office of Financial Empowerment (OFE)
provides a good example of a program that helps low-income New Yorkers access high-quality, low-cost financial
education and counseling. Between 2008 and 2018, the NYC Financial Empowerment Centers helped 50,000 New
Yorkers improve their financial health, reduce their debt by $54.9 million, and increase their savings by $4.4 million.*

2. Strengthen connections within NYC’s Black entrepreneurial community

By building greater community support, Black entrepreneurs will be better able to find solutions to
common business challenges, share insights and inspiration, and sustain the stress of business
ownership. Without access to established business and professional networks, Black entrepreneurs
are isolated and locked out of business opportunities afforded to their non-minority counterparts.
Communities of support can develop by providing more opportunities to connect with networks

of shared interests — whether this be access to peers, successful entrepreneurs, experts in a field,

funders, or clients and customers.

Host a dynamic series of regular events designed to build connections and provide resources that are tailored
to address varying business needs. As the number of Black entrepreneurs continues to grow in New York City, it

is essential that a strong community of support and connection grows, too. The City, working with community and
industry partners, will launch a series of events targeted toward specific sectors and different business stages. The
events will include both thoughtful, facilitated peer-to-peer networking opportunities and exposure to experts within
a particular field. It will highlight and celebrate the many successful Black entrepreneurs in New York City through
inspiring talks and information sharing.

Amplify existing events to broaden reach and awareness of diverse opportunities. There are several
organizations hosting events for Black entrepreneurs across the City. These events may target specific sectors,
genders, stages, skills, or neighborhoods. The City will work to raise awareness of these existing opportunities to
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ensure broader participation.

Connect successful entrepreneurs as mentors to budding Black-owned businesses to open doors,

offer guidance, and provide inspiration. Black entrepreneurs report that they lack mentors and models of
successful entrepreneurship from their own communities, especially in high-revenue industries like professional
services, technology, and science. Smaller networks and fewer mentors and role models have been shown to
impede Black business launch, survival, and growth rates. The City calls on organizations to create or expand
existing mentorship opportunities, and calls on Black entrepreneurs successfully operating their own business
to identify and initiate a relationship with a business owner just getting started, or in need of guidance.

Leverage the influential networks within the Black community to amplify a culture of entrepreneurship,
and connect both aspiring and existing business owners for support. Deeply rooted community networks
exist in the Black community, whether through churches, Pan Hellenic clubs, or national institutions like the Urban
League or NAACP. While entrepreneurship is an emerging priority, the City calls on these community institutions to
embrace entrepreneurship as an opportunity for wealth generation and economic security. Build communities of
support within existing networks, and amplify the possibility of entrepreneurship as a career path, and resources
available to help.

3. Scale Black businesses for long-term success

According to a 2014 Nielsen report, 55% of Black consumers with household incomes of at
least $50,000 said they would buy or support a product if it were sold or supported by a person
of color or minority-owned business. Only 20% of non-Black consumers in the same income
bracket felt the same.** While the Black Lives Matter movement has brought fresh attention and

new customers to Black-owned businesses, it Is important that Black entrepreneurs have tools for long term
sustainability and growth through access to new markets and customers.

Facilitate opportunities for Black entrepreneurs to promote and sell their products and services.
Assistance with marketing and access to customers were top concerns, particularly among established
businesses. The City will facilitate connections between businesses and potential customers, whether it be
sales networks with other businesses, consumers, or institutions. BE NYC events will connect Black business
owners with other companies, enabling more business-to-business relationships. A campaign highlighting
successful Black entrepreneurs on City marketing assets will help amplify products and services to consumers.
Finally, SBS will increase outreach to Black entrepreneurs so that they are aware of the free marketing courses
available through the City both online and in-person in all five boroughs.

Link Black-owned businesses to private and government procurement markets. Universities, hospitals,
and other large private, non-profit, and public institutions are often a community’s largest local employer and
a dominating presence in a neighborhood. These “anchor institutions” are often rooted in place because of

their ownership, customer base, and mission, and have a vested interest in the local community because of
their land holdings, capital, physical structures, and historic ties. They have substantial economic impact in
terms of hiring and purchasing power, and yet often remain physically and operationally disconnected from
their neighbors. The City will build an online marketplace to help make these connections between local Black-

=

owned businesses and anchor institutions procuring goods and services. The City will also provide extensive,
one-on-one services to help Black-owned businesses make the City their next customer through government
contracting.

Provide education and data to strengthen online marketing and security. As the world becomes more
virtual, it is more important than ever that businesses have a strong online presence to reach new customers
and markets. However, the move to a virtual presence can also disproportionately impact small businesses
when it comes to cyberattacks. According to a 2018 report, 58% of cyberattack victims were small businesses.
Approximately 60% of small and medium-sized businesses that are forced to suspend operations after a
cyberattack never reopen for business due to time and cash spent to remediate the breach, and reputational
damage. The City calls on the private sector to help more Black-owned businesses strengthen their online
presence and virtual storefronts, while also focusing on cybersecurity to prevent future losses.

4

4. Meet the challenges of the economy of tomorrow

The top growth sectors in New York City over the next six years are projected to be healthcare,
professional and business services, and construction, and spanning innovation across all these

i

industries is technology. As technology touches every area of life and dominates economic opportunity, it is
critical that Black-owned firms are ready to meet the challenges and excel in the economy of tomorrow.

Leverage City assets and spending to support and strengthen Black-owned businesses in high-growth
sectors that will lead the economy of tomorrow. The City can leverage its own assets and spending in order to
take a targeted approach to build more Black-owned businesses in high-growth sectors. Using real estate assets,
the City will create a common working space to anchor an ecosystem that fosters the growth of like-minded
entrepreneurs through access to experts, resources, and other wraparound services that will help grow select
businesses in high-opportunity industries. Services can incorporate the top needs heard from entrepreneurs:

help finding customers, marketing, and accessing capital. Programs that offer an intensive incubator bootcamp
and membership-based clubs that bring together Black entrepreneurs and executives, offer models for what

this space could look like in New York City. In addition, the City could utilize its own purchasing power to further
expand opportunities in high-growth fields. Building on the successes of the City’s "moonshot challenges,” in
which the City invites global entrepreneurs to propose innovative solutions to real-life problems, the City can issue
a targeted challenge for Black entrepreneurs in specific subsectors where the City will be ramping up its own
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spending, such as environmental resiliency and sustainable technology. This challenge will help raise awareness
among aspiring and existing entrepreneurs of upcoming high-growth opportunities, and also help more Black-
owned firms access City contracts.

Explore expanding access to existing incubators in NYC through outreach, recruitment, and/or
fellowship programs for Black founders. The incubator and accelerator tech ecosystem in NYC is robust, with
more than 75 entities aimed at helping small tech startups build their business idea and attract venture capital

investment. However, significant barriers exist for Black entrepreneurs entering these spaces. The City will explore

working with this network to help them attract and admit Black founders. As a model, the City would look to pre-
accelerator programs for founders of color to develop critical skills, develop relationships, and refine business
ideas to attract capital investment.

Conclusion

Based on national research, and feedback from more than 1,500 Black entrepreneurs, this report identifies four
pathways to achieve systemic change for Black entrepreneurs in New York City: provide equitable access to
financing, strengthen connections within NYC’s Black entrepreneurial community, scale Black businesses for
long-term success, and meet the challenges of the economy of tomorrow.

Business success will depend on adaptability, collaboration, and innovation. The recommendations outlined
in this report strengthen Black-owned businesses so they can adapt to new business environments, create
connections and community, and position Black founders to become leaders in the innovation economy.

These values also serve as the guiding light for BE NYC’s approach. As programs roll out, SBS will continue
to listen, learn, and adjust interventions according to the varied needs that may arise. This report is only the
beginning. More data is required to understand the differences that may exist according to borough, household
income, sector, gender, ethnicity, and more. This study did not dive deep into different population segments
within the Black entrepreneurial community. This study was also conducted before the impact of COVID-19.

The BE NYC Cabinet of Advisors marks the beginning of collaboration between the public and private sectors
to advance Black entrepreneurship. However, the City calls on a groundswell of partners to continue to join in as
partners towards systemic change. Through new and bold ideas, the City of New York can serve as a model for
investing and supporting Black entrepreneurs in the launch and growth of their businesses.

Being successful in this endeavor can build wealth for Black entrepreneurs and their families for generations,
assist with closing the racial wealth gap in America, and strengthen NYC's economic infrastructure in the 21¢t
century and beyond.
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