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OVERVIEW

The Partners in Equity & ResiINC team would like to thank 4SBay Partners LLC for their support.
Partners in Equity (PIE-NC), a North Carolina based small business and real estate investment
firm, and ResiINC, a small business data and investment collaborative, have partnered with

the Race, Wealth and Community Division of the National Community Reinvestment Coalition
to analyze the challenges for African American businesses amid the ongoing pandemic and
highlight solutions to addressing these challenges.

Key Takeaways:

« Despite growth of Black entrepreneurship over the last decade, existing disparities
between Black businesses and non-black businesses is narrowing the pathway to greater
employee and revenue growth for these firms.

« The economic consequences of the global pandemic has amplified the disparate and
unequal access to financing for Black-owned businesses, causing greater rates of closure
and slower recovery than White-owned businesses. In the Piedmont region of North
Carolina specifically, black-owned businesses reported cutting costs, laying off staff and
their inability to seek significant capital.

« Historic examples of limited and misaligned support from major financial institutions to
black businesses should be augmented by a renewed investment in local institutions -
including black-owned banks like CDFI’'s who predominantly serve Black communities -
with successful track records.

« Mentorship and collaboration from financial investors within the business ecosystem -
a “trusted advisors” model that can work in lock step with entrepreneurs, maximizing
growth at every turn - can be more beneficial than the traditional “technical assistance”
model.

- To address capital and market access for black-owned businesses, private and public
dollars must pour into pre-seed and seed funds; more capital investment across
a business’ life cycle is welcomed; and additional investment in African American
communities is needed to acquire and control their own assets.

« North Carolina is uniquely responding to needs of its Black-owned businesses with the
recent launch of N.C. IDEA, a 25-member Black Entrepreneurship Council in effort to
supply grants and open doors for minority-owned businesses, and organizations like
ResiINC and PIE-NC supporting recovery and sustainability of Black entrepreneurs.
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Introduction

Historically, African Americans have
played a critical role in the nation’s quest
for business innovation. From Madam C.J.
Walker’s hair-care line' to the 21st century
innovators of today, there is a creative
class of Black entrepreneurs and owners
who carry the legacies of those before
them. Prior to the coronavirus pandemic,
the nation began to experience growth in
African American entrepreneurship. From
1992 to 2012, for instance, Black-owned
firms grew from 3% to 9.5%.2 Black
women in particular in recent years make
up for the largest segment and represent
the highest rate of growth among
women-owned businesses?.

This pre-pandemic upward trend in Black
business and entrepreneurship growth
doesn’t negate the persistent disparity
between Black businesses and non-black
businesses. The pathway to entrepreneur-
ship for Black business owners is among
the most narrow and employee and
revenue growth of existing owners pale

in comparison to the greater landscape of
business ownership. History and recent
growth does, however, call for the need to
create stronger ecosystems and targeted
resources for Black-owned businesses

to leverage for growth. Meeting this
imperative speaks not only to the needs
and opportunities in business and

innovation, but is critical to meaningfully
closing the racial wealth divide in this
country.

Black businesses are more likely to hire
residents in the communities where
they live and work than non-minority
businesses. Additionally, Black business
owners hold nearly 12 times the wealth
of African Americans who are not firm
owners?. Therefore, an investment in

a Black entrepreneur and business is
an investment in Black communities; in
Black families and their ability to climb
the economic ladder of opportunity; in
our local economy, creating new jobs
and in making the case for global com-
petitiveness. According to Brookings,
if black businesses accounted for
14.2% of employer firms (equivalent
to the Black population), there would
be 806,218 more black businesses;

if they their average revenue to the
level of non-Black businesses, it
would increase total revenue in Black
businesses by $676 trillion; and if the
average employees per Black business
increased to 23, it would create
approximately 1.6 million jobs®.

"How Madam C.J. Walker Invented Her Hair Care Products (2020). Retrieved from https://bit.ly/3qLKIEZ
2 Data collected from U.S. Census, Survey of Business Owners; 1992 - 2012.
3 American Express. “The 2019 State of Women-Owned Business Report”; 2019. https://bit.ly/33HFhIZ

4 Association for Enterprise Opportunity (2017). “The Tapestry of Black Business Ownership in America: Untapped
Opportunities for Success”. P. 4. Retrieved from: https://bit.ly/3alFsYE

5 Perry, Andre and Romer, Carl (December 2020). “To Expand the Economy, Invest in Black Businesses.”

Brookings. Retrieved from https://brook.gs/2McaXAE
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African American businesses comprise
only 9.5% of all business owners though
Blacks are 13% of the population and even
worse Africian Americans are only 2.2%°
of all employer businesses. Their median
revenue is less than $50,000 annually.
The 2012 Survey of Business Owners

— the last Census survey to capture
nonemployer firms, which represent
96-98% of Black-owned businesses —
found that although Black-owned firms
generate $150 billion in revenue, this

is only 0.5% of total U.S. firm receipts.
White-owned firms, for comparison, owned
an overwhelming 78% of firms in 2012, and
generated nearly $11 trillion in revenue,
representing 33% of total firm revenue.’

This report draws from data on the
business impacts and economic
consequences of the pandemic

by highlighting survey insights of
entrepreneurs most affected. It looks at
examples of successful Black businesses
to better understand the most effective
means of broadening the path of entrepre-
neurship for wealth building and economic
stability. This is achieved by drawing

on historical instances, past individual
experiences, anecdotal responses to
surveys and data compiled from African
American entrepreneurs who have
managed to find success in a context
where racial economic inequality, the
racial wealth divide and a lack of capital
for Black businesses continues to greatly
limit entrepreneurship as a wealth building
activity.

Investors interested in an economy
that is no longer marked by deep racial

inequality share an aligned interest with
the prosperity of the Black Business
Ecosystem. Therefore, funders too must
break with the old models and discard
inequitable practices and traditions to
create this new pathway.

“We have a government and financial
system that has been discriminatory
against Black businesses and denied
Black people — for decades — access

to capital and financial means... you
can’t overcome that with a feel good
conversation.”

Gerry M.

Partners in Equity (PIE-NC), a North
Carolina based small business and real
estate investment firm, and ResilNC,

a small business data and investment
collaborative, have partnered with the
Race, Wealth and Community Division of
the National Community Reinvestment
Coalition to analyze the challenges for
African American businesses particularly
amid the ongoing pandemic which has
already shuddered close to half of the
minority-owned businesses in operation
prior to Covid-19.

Over the last 20 years there has been
limited advancement in African American
entrepreneurship and so a more
intentional, targeted approach must be
created for the immediate needs and
the future stability of Black business
owners previously neglected or actively
dissuaded from reaching their full
potential.

6 U.S. Small Business Administration, Office of Advocacy. “Spotlight on Minority-owned Employer
Businesses”; May 2019, Nora Esposito, Research Fellow: Cdn.advocacy.sba.gov: https://bit.ly/3pWTV38C

7 Excludes Census-classified publicly-held firms, equally “minority-nonminority” owned firms, and firms non-

classifiable by race.

& Federal Reserve Bank of New York (August 2020). “ Double Jeopardy: COVID 19 Concentrated Health and
Wealth Effects in Black Communities.” Retrieved from: https://nyfed.org/3k9COJA




The Data: National
Implications of the
Pandemic on
Minority-Owned
Small Businesses

A report published in August 2020 by the
New York Federal Reserve Bank (NYFR)
concluded that 40% of all receipts from
Black-owned businesses are concentrated in
30 U.S. counties.

Those same counties —— 11% of all U.S.
counties —— were at the time of the report
among those hardest hit by Covid-19. The
well-documented health disparities in the
pandemic’s effects on minority populations,
specifically Black and Hispanic populations,
are as true in the entrepreneurial space as
in access to health care. In late Novembetr,
as cases across the country yet again
skyrocketed to unprecedented numbers,
one can infer that communities of color and
Black-owned businesses will be dispropor-
tionately impacted again.

The NYFR report showed that only 33%
of Black employers had an existing bank
relationship prior to Covid-19. The result
was such that when the nationwide
shutdown hit, 41% of Black-owned
businesses —— more than 440,000 ——
closed, unable to access the necessary
economic and social capital to stay afloat
amid the crisis.

For a myriad of reasons, ranging from
smaller firm sizes or insufficient credit
history, Black-owned firms tend not to
qualify for financing and/or apply for
smaller amounts than White applicants.
Thirty-two percent of Black business
owners applied for $25,000 or less in
financing, as compared to 22% of White
business owners. Black entrepreneurs,
also, are more likely to be turned down

° Federal Reserve Bank of New York (August 2020). “ Double Jeopardy: COVID 19 Concentrated Health and Wealth Effects

in Black Communities.” Retrieved from: https://nyfed.org/3k9COJA



completely and receive less shares of
total financing sought. For example, 38%
of Black entrepreneurs reported receiving
none of the financing sought, and 23%
reported only receiving some (1% - 50%)
of the financing sought. In comparison,
only 20% of White entrepreneurs received
none of applied financing, while 18%
received some. 49% of White business
owners received all of the financing
applied for, while only 31% of Black
business owners received the same.
Contemporary racial economic inequality
contributes to unequal access to capital
for Black entrepreneurs.

This disparate and unequal access to
financing has certainly been experienced
during Covid-19. Federal aid such as the
$659 billion Paycheck Protection Program
(PPP) and the U.S. Small Business Admin-
istration’s Emergency Injury Disaster Loan
programs funded by the CARES Act failed
to reach minority-owned businesses with
the same breadth, timeliness and intention
that it reached large corporations and

“Covid hit quick(ly); so should
the funds. Access to capital
has been low and even slowing

in my community.”
Patrick

White-owned small businesses.

In those same 30 counties hardest hit by
Covid-19, only 15 to 20% of businesses
received PPP loans, despite the vast

sum (4.9M) of loans approved and the
relatively small average loan size ($107,000)
distributed. A UnidosUS and Color of
Change survey conducted in mid-May 2020
found that only 1in 10 Black and Latino
small businesses received the full amount of
assistance applied for.

This, coupled with the highest
concentrations of Black-owned businesses
being in those sectors hit hardest by the
virus and the shutdown, meant these
businesses were more apt to close for good
as a result of the pandemic. In fact, the five
sectors hit hardest by Covid-19 shutdowns
— leisure and hospitality, retail trade,
transportation and utilities, construction,
and other services such as personal care —
represent almost 40% of total revenues for
Black-owned businesses.

A second report, this one from the National
Bureau of Economic Research, showed

that while 17% of White-owned businesses
were forced to close during the spring as a
result of the shutdown, businesses owned
by minority men and women closed at much
higher rates —— Black, 41%; Latino, 32%;
Asian, 26%; and female-owned, 36%.

“Federal Reserve Bank of Atlanta (December 2019). “Small Business Credit Survey: Report on Minority-Owned

Firms”. P. 10. Retrieved from https://bit.ly/2NMGmKD

"Global Strategy Group (February 2020) “ Federal Stimulus Survey Findings.” Retrieved from https://bit.ly/2ZRIbZz

2McKinsey & Company (April 2020) “COVID-19: Investing in Black Lives and Livelihoods”. Retrieved from https:/

mck.co/3kbNe04

' National Bureau of Economic Research (June 2020). “The Impact of COVID-19 on Small Business Owners.” Re-

trieved from: http://www.nber.org/papers/w27309




Local Impacts: The
Commissioned Survey Data

For a more targeted glimpse at the obstacles Black business owners face, ResiINC and PIE
commissioned a survey — conducted in part by Doner, a national market research firm — of more
than 200 Black-owned businesses, which together comprise 14% of all businesses in North Carolina.

Not surprisingly, 91% of the survey respondents reported being adversely affected by the pandemic
in one form or another. Some businesses were forced to pivot to new product development,
implementing new methods of advertising as well as adjusted sales distribution channels. Some
restructured management in an effort to cope.

| revised my business plan and “I ramped up my online “We pivoted, and tried to help
let my customers know why | business offerings and social where (we) could instead of
was making modifications to media marketing.” focusing on what we couldn’t
my business model.” _ Ja'Net do.”

- Gerry - Berinda




Both reports also allude to pre-existing
funding gaps, as does the ResiINC/NCRC
report compiled this fall.

The results concluded that nearly 40% of
respondents had to cut costs as a result

of COVID-19. Close to 30% made staffing
adjustments through cuts. Online search was
identified as the primary means by which
these business owners accessed information
about program support for COVID-19, such
as the PPP and EIDL programs as well as
local and privately funded relief programs.

The businesses in the ResiINC survey of
200-plus Black businesses in North Carolina
have gross revenues ranging from less than
$100,000 to more than $10 million. Owners
of the businesses, when deciding to seek
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capital at all, often turn to friends and family
members or to web-based lenders rather
than to community banks or national lending
firms. Of the respondents, 89 noted that they
relied on local, regional or national banks.
Another 55 relied on personal credit cards
or friends and/or family. Only 12 had equity
investors and another 11 relied on community
development or foundation grants. Only 40%
paid themselves a full time salary. Despite
that the overwhelming majority of these
businesses were small businesses looking to
expand 80% of respondents indicated that
they had not sought Technical Assistance
services in the preceding four months and
60% of survey respondents said they were
unfamiliar with the term Technical Assistance
prior to taking the survey.



Identifying the Needs of

Black-owned Businesses:

The research and practical
experience explored in this report
identify an array of needs of the
Black Business Ecosystem that
stem from a long and violent
history of African American
disenfranchisement.

Filling the Gaps within the Black Business Ecosystem

Historically, White mobs would set upon and documentaries. These tragedies of the
thriving Black sections of towns where past still shape the challenges of today.
businesses had begun to prosper —— among

the most widely known instances are There is an ongoing cycle of asset poverty
Wilmington, North Carolina in 1898, and in in the African American community that
Tulsa, Oklahoma in 1921. The former is the only is manifested in the lack of an existing
successful coup d’état in our nation’s history. relationship between Black business owners
The latter is commonly referred to as Black Wall and banks which continues a lack of wealth
Street and is the subject of countless books in creating further barriers to lending and

_ www.resilnc.org | National Community Reinvestment Coalition



financing. A lack of financial investors, asset
poverty and corresponding higher fees and
interest rates keep Blackbusinesses ill prepared
for economic downturns and national crises
such as the COVID health and economic crisis.

With this knowledge, investors, lenders and
minority business owners who have beaten
the odds must coalesce to form strategic

and accessible pathways for new and

existing business owners to find and secure
stage-based capital and other resources
needed to thrive. Beyond this, there must

be greater minority representation in and
involvement from venture & equity capital and
merger & acquisition capital, with those funds
made available to growing businesses seeking
to expand beyond a single location or to serve
30 clients rather than half a dozen.

Although there has been an undeniable failure
on the part of major financial institutions to
support and maintain Black businesses, there
are local organizations and institutions which
have successful track records with supporting
and sustaining Black businesses in their local
ecosystems. These organizations — local
Black-owned banks, CDFI’s, and local capital
funds which operate outside the realm of major
financial institutions and yet are successful in
uplifting and maintaining local businesses ——
need more resources to continue addressing
the precarity of Black businesses nationwide.
As the upcoming NCRC paper “Are Loan
Modifications For Small Businesses a Possibility
in the Covid-19 Pandemic? A Survey of Race
and National Origin and Access to Small
Business Loan and Modification” notes it is only
with credit unions and CDFI’s where African
Americans receive a greater portion of loan
modifications than white Americans.

Black-owned banks predominantly serve the
Black communities in which they are located.
For instance, from 2004 to 2018, between 75%
and 100% of Black-owned banks’ mortgage
originations went to Black borrowers. For
comparison, less than 10% of non-Black
community banks’ mortgage originations went
to Black homebuyers. This financial stability

and investment into Black communities is also
seen in the tendency of Black-owned banks

to support local small businesses in greater
numbers, providing much-needed financial
support™. Local CDFI’s can also play a major role
in supporting Black businesses, with their access
to federal funds and focus on low-income,
underserved clients.

It is incumbent upon those with the knowledge
and the resources to create access to capital
for minority business owners to the capital, the
expertise and the resources that exist for their
benefit but have generationally been held at
bay. It is not enough for just local Black-owned
banks and CDFI’s to financially sustain small
Black-owned businesses. The gaps in credit
among low-wealth areas and communities of
color is more substantial than can be remedied
by CDFls and local banks who are often un-
der-resourced themselves®™. Larger financial
institutions must not only make up for historic
neglect of Black communities and businesses,
but significantly invest more in the entire
economic ecosystem of Black businesses,
neighborhoods and economic infrastructure.

" Urban Institute (2020). “The Potential and Limits of Black-Owned Banks. Retrieved from https://urbn.is/3ulJOfV

'S Expanding Black Business Credit Initiative. “Creating Viral Impact in Black Communities Through Small Business

Expansion.” Retrieved from https://bit.ly/3pEOhZr
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Moving From The Technical Assistance Model to
Trusted Advisors Model

Similar to the models common in Venture/
Equity Capital Investments, the mentorship and
collaboration from financial investors can be
more beneficial than the Technical Assistance
model.

A buzzword used to define limited means of
mentoring and coaching business owners,
“Technical Assistance” must evolve and come
to describe the cultivation of relationships
between business owners and Trusted
Advisors —— accountants, tax, real estate,
intellectual property attorneys, etc. —— who
will work in lockstep with entrepreneurs,
maximizing growth and capacity potential at
every turn. The Technical Assistance model
relies on providing assistance with logistical
tasks such as grant or loan applications.

org | Nati
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Although this support may be necessary, it’s
not sufficient to foster significant investment
and development. Monetary investment and
support is needed as well.

Throughout the pandemic, many minority
business owners were forced to find
experienced parties who knew how to format
and fill out applications for federal relief
funding —— PPP and EIDL program loans ——
to overcome the disqualifying parameters
that prevented their initial applications from
being accepted. One reason for this is that
during the early stages of development, most
micro-business owners saw little instruction in
finances, taxes, investment or real estate.
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Berinda C’s Story

Berinda C. operates an education-based small
business in Durham, North Carolina. She said
her business applied for PPP loan assistance but
did not receive the full amount requested. Other
sources of relief proved elusive.

“We’ve had to be very creative because our business is
structured differently. We applied for every grant we qualified
for,” Berinda said.

Despite the proactive approach, Berinda’s
business received only one grant.

Fortunately, her business was able to pivot to
online instruction, as did most public school
systems across the country, providing Berinda
with an opportunity to remain operational.

Yet without a Trusted Advisor, she had to rely

on the local community college Small Business
Center and the SBA for guidance. While these
are great resources afforded to all who seek their
assistance, they do not equal the level of service
or expertise found in ongoing partnerships with
Trusted Advisors whose backgrounds —— and
frankly, whose livelihoods —— are based in the

delivery of expert guidance in specialized areas
such as taxes or the law.

“It would have been nice to know where
businesses catering strictly to education could
go,” she said.

Without access to capital or a relationship with a
Trusted Advisor versed in financial management
or the legal landscape regarding stability in a
national crisis such as the pandemic, Berinda
and other business owners found themselves
exposed and without means to prepare for or
endure the subsequent shutdown.

National Community Reinvestment Coalition | www.resilnc.org _



Traci N.’s Story

When Covid-19 impacted Traci N.’s business in

Wilmington, North Carolina, she said the first
phone call she made was to her accountant.
She then utilized a Covid-19 support group
found on Facebook.

Traci, the founder/sole proprietor at UNEXO,
is newly married with four children. Her
business focuses on helping leaders create
team environments that are safe, productive
and deliver results. She is four years into her
endeavor after leaving corporate America

where she worked for twenty years in Human
Resources.

In an example of the benefit of having a
network of Trusted Advisors, Traci was able to
successfully partake in the first round of PPP
funding after she was invited by a contact in
banking to participate in a pilot program setting
up online applications for loan applicants.

“Having that contact and opportunity to be in the pilot was
surely a blessing,” Traci said.

By connecting business owners to Trusted
Advisors through accelerators and incubators
such as those that comprise the Triad’s en-
trepreneurial ecosystem —— including Win-
ston-Salem-based Winston Starts and Flywheel
Co-Working, as well as in Greensboro through
LaunchGreensboro and the Nussbaum Center
for Entrepreneurship —— new and growing small
businesses gain invaluable information while
pursuing stage-based capital.

In this regard the model is not new, but is in early
adoption. More investment as well as further
involvement from a more broad spectrum of
Trusted Advisors is heeded and ought to be
implemented in more places than just Raleigh and
the Research Triangle, Durham, Charlotte and the
Triad, but across the entire state of North Carolina
and throughout the country.

I

“The community organizations that are doing the
groundwork, CDFls such as Piedmont Business
Capital and Carolina Small Business Development
Fund, which bring in both federal and private
funding, those are the organizations on the
frontlines providing capital to those communities.
Yet they are underfunded,” said Graves-Manns.

“Imagine if these organizations were significantly
invested in the way large venture capital funds
are. They could have more boots on the ground,
talented individuals and programs such as
incubators and accelerators that could go much
deeper into supporting Black and minority
businesses with a more robust result,” he said.



Providing Capital Throughout a Business’ Life Cycle

While a business can begin to grow organically
through early market penetration and capital
raised through friends and family, to truly gain
a foothold and insulate itself against external
market pressures, a cushion is needed. Also,
accessing resources, making key hires and
operational investments are instrumental to
growth, all of which require significant capital
often out of reach for a Black-owned business.
It is imperative to invest in small Black-owned
businesses to make key steps for growth such
as more hires and capital investments more
attainable.

Prior to the pandemic, Black-owned employer
firms constituted less than 2% of the more than
5.7 million small businesses with employees.
The United States Census data reflects that
Black-owned employers are often younger,
smaller and less profitable than White-owned
firms. This difference is more pronounced

for Black women business owners'®. “Small,
Black-owned businesses like mine compete
against the entire ecosystem to recruit

employees,” said Gerry M. “The market itself
will out price us to offer competitive wages and
benefits for most top rank(ed) employees,” he
said.

Private, as well as local and federal public
dollars, must pour into pre-seed and seed
funds, helping business owners achieve a
foothold in the market as they work to invest in
their own real estate and means of production.
A Crunchbase Diversity Spotlight 2020 report
highlights that since 2015, Black and Latinx
founders raised nearly $15 billion in seed
funding, which represents only 2.4% of funding
raised in that time though these communities
represent about 30% of the national
population.”

Pre-seed funding is necessary to take a
company from idea stage and proof of concept
through organization and product launch.
Subsequent seed funding and series rounds
allow a company to gain market penetration
and explore new product development while

I



identifying new market segments, advertising or failing to operate effectively from debt can
and marketing strategies and expansion. derail a business despite its early success.
Business owners must receive instruction along
African American business owners most often with the capital investments received early on
start at a deficit in resources to achieve these to be able to capitalize on later stage growth
milestones in fundraising without external opportunities —— private equity, M&A capital
assistance. Also, without trusted advisors to and exit or succession planning.
help navigate the pitfalls of mismanaging funds

6 Center for American Progress (July 2020). “A Blueprint for Revamping the Minority Business Development Agency.
Retrieved from https://ampr.gs/3bvC16y

7 Crunchbase (October 2020). Crunchbase Diversity Spotlight 2020 “Funding to Black and Latinx Founders.” Re-
trieved from https://bit.ly/3aH8I1K

' '.resilnc.org | National C#mmunity Reinfstnint Coalition '




Addressing Community and Asset Capacity

Missing from our analysis thus far is exploring that
capacity for a business owner to seize control

of his or her assets to reduce risks and costs,
increase production as well as profits and achieve
real growth. This is particularly important in light of
the disadvantage many black-owned businesses
have amid gentrification. Places like Harlem, or
Charlotte, N.C. who lost significant black-owned
business over a course of a decade due to new
developments and rising costs.

Business location and its racial composition
have a consequential adverse impact on
revenue generation. A recent Brookings report
reviewing a sample of businesses across 86 zip
codes describes the inequity and devaluation of
businesses in predominantly black communities,
concluding that highly-rated businesses (those
with four to five stars on Yelp) in majority-black
neighborhoods experience a gap in revenue
growth of two percentage points when
compared with highly-rated businesses in other
neighborhoods. That is an annual loss in business
revenue as high as $3.9 billion for Black-majority
neighborhoods than businesses in non-black
neighborhoods.®

This correlation between neighborhoods and
revenue growth and the squeezing out of
business owners due to rising market costs
bring to bear the need for additional investment
in African American communities so that
businesses can acquire and control their own
assets; as well as expand, and in some cases
have greater access to a more engaged and
higher income consumer base.

Continued community investments are also
needed to support the growth of Black-owned
businesses, particularly in predominantly
low-income communities. Opportunity Zone
investments are one example of a federal

tax vehicle that has potential in funneling
investment in communities and businesses

of color, but has fallen short in living up to its
designed purpose. According to the Urban
Institute, the Opportunity Zone capital is
flowing more in commercial and residential real
estate than into businesses'. Nearly 97% of
the more than $10 billion raised by opportunity
funds so far has been raised by funds on
commercial or residential real estate.?°

There is still ample opportunity to leverage
Opportunity Zone investments, maximizing
the ROI for the investor while also catering

to businesses most in need. Innovative ideas
around granting eventual ownership of the
property to the business owner while in the
meantime fostering growth can truly allow for
key hires, creating jobs and reinvesting dollars
into the community furthering revitalization
efforts and safeguarding against gentrification
by outside developers.

'® Harbargar, David, Perry, Andre, and Rothwell, Jonathan (February 2020). “The Devaluation of Businesses in the
Black Community.” Brookings. Retrived from: https://brook.gs/2ZBhFU5

Y Theodos, Brett, Gonzalez, Jorge and Meixwell, Brady (June 2020). “The Opportunity Zone Incentive Isn’t Living
Up to Its Equitable Development Goals.” Urban Institute. Retrieved from https://urbn.is/3sfMN7D

20 Quinton, Sophie (June 2020). “Black Businesses Largely Miss out on Opportunity Zone Money.” Retrieved from

https://bit.ly/2Mcbq5S
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Courses of Action to
Answer the Needs of
Black-Owned Businesses:

What can be learned from our analysis of how
business have fared amidst a global pandemic
is that there is a disconnect between the

Black Business Ecosystem and the traditional
funding sources that support most businesses.
Organizations - traditional, Black-led and those
with Black entrepreneurial focus - are limited in
their ability to meet the needs of Black-owned
businesses meaningfully. Available funding
pools are misaligned and not serving the
greatest need. The numerous barriers to
growth for Black business owners stemming
from contemporary racial economic inequality,
require innovative investments to comprehen-
sively bridge the divide between the Black

Business Ecosystem and the economic growth
and community impact it is capable of.

Investment in a more responsive ecosystem
must come with instruction and guidance on
how to apply lessons learned in the areas

of wealth management, tax and real estate
law and M&A, succession and exit planning.
Accumulation of wealth, land, physical and
intellectual property rights and the ability

to transfer them to future generations is an
important path to dismantling the racist and
inequitable existing business ecosystem that
continues to disenfranchise African American
entrepreneurship.



-

Significant investments to building

a more responsive Black business
ecosystem required to strengthen
program, service and resource delivery:

- Expand investor networks through (1) convening and leveraging relationships with suc-
cessful Black entrepreneurs and lenders to encourage reinvestment in Black entrepre-
neurial ecosystems (2) encourage the creation of public databases of Black founders.

« Create and tailor incubator and accelerator models that are culturally competent in
meeting the unique needs of Black entrepreneurs.

« Have investor-led entrepreneurial training programs (e.g. entrepreneur in residence
program) with life investment advisors to cultivate the next generation of Black entre-
preneurs and their success.

« Connect established legal and financial firms with local coworking, incubator and small
business programs focused on black business development and encourage the provi-
sion of pro-bono services, such as legal, filing trademarks, negotiating leases, writing
nondisclosure agreements, etc. - to black entrepreneurs.



Significant funding innovation and investment to
foster growth, capacity and wealth attainment in

black-owned businesses include:

« Strengthen alternative lending options by (1)
increasing capacity of existing CDFI’s through
increased federal and private investment (2)
expand and/or create new CDFI’s in under-
served markets.

« Strengthen supplier diversity programs as
these programs infuse money into the local
economy and diversify economic opportu-
nities through tier 1 and tier 2 contracting,
particularly for small/non-employer firms.

« Additional capital in the form of grants for
those seeking follow-on financing beyond
startup capital and wish not to accrue addi-
tional debt.

« Encourage impact investment models or
private corporations pledging cash holdings
and/or net income annually to support finan-
cial institutions focusing on black communi-
ties and businesses.

« Continued investment from large, traditional
financial institutions to catalyze Black-owned
entrepreneurs often underrepresented, creat-
ing internal assessments of operational prac-
tices that limit the diversity pool.

« Establish pre-seed investment funds exclu-
sively for Black entrepreneurs and, in some
cases pivoting existing funds to target early
stage businesses investors wouldn’t typically
consider.

Increase investment in local state and local
business funds at the level of larger venture
capital funds.

Reevaluate Opportunity Zone Incentives to
broaden the pool of investors, incentivize
based on job growth and impact over profit,
and encourage equity investments in local
CDFI’s and other community funds.?'

Increase minority representation in equity and
venture capital by diversifying investor and
firm teams, e.g. recruitment of talent out of
HBCU'’s and land-grant universities.

2 Theodos, Brett, Gonzalez, Jorge and Meixwell, Brady (June 2020). “The Opportunity Zone Incentive Isn’t Living Up to lts
Equitable Development Goals.” Urban Institute. Retrieved from https://urbn.is/3sfMN7D
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How North Carolina is
Uniquely Responding

A greater emphasis is today being placed on

a more DIY-centric approach to the ecosystem
cultivating its own streams of investment, as well
as erecting pillars such as trusted advisors in the
place of technical assistance and stage-based
investment in the place of offering coaching

as capital to help bolster the foundation these
businesses are built upon. This will allow further
insulation against market downturns and external
pressures faced by minority-owned businesses,
already at greater risk than their non-minority
counterparts.

Some of the nation’s largest banks have recently
pledged millions of dollars to support minori-
ty-owned businesses and resources that aid
them to better achieve these goals, as have Ven-
ture Capital firms begun to increasingly empha-
size and push toward more equitable funding for
the Black Business Ecosystem.

N.C. IDEA recently formed a 25-member Black
Entrepreneurship Council in effort to supply
grants and open doors for minority-owned busi-
nesses. These efforts and numerous others
emerging in recent months, despite the pandem-
ic or as a result of it, is part of the antidote for
the socio-economic disenfranchisement that has
inhibited Black entrepreneurship for generations.

In addition to investment funds and data re-

search efforts such as PIE-NC and ResilNC, more
and better funded accelerator and incubator

I P

programs must be implemented with a focus
on strengthening Black entrepreneurship in the
context of a deep and far reaching racial wealth
divide cases catering to, Black .

That is where organizations such as PIE-NC and
others like it must play an instrumental role in
supporting these businesses. PIE-NC for example
provides patient capital via equity investments
and downpayment assistance to businesses
looking to acquire new or preserve existing
commercial real estate holdings. The firm accom-
plishes this by providing direct capital investment
into commercial real estate transactions to make
owner-occupied commercial real estate deals
more bankable. At Opportunity Zone maturity
(8-12 years), PIE works with business owners to
refinance its position, making the business owner
the sole-asset holder.

Despite the successes and achievements of so
many brilliant, timely and pioneering business
owners whose ideas have shaped the nation’s
culture, infrastructure and legal landscape, there
is more work to be done.he pathway toward
sustainable and empowering entrepreneurship
can only be built through a strong and properly
invested Black business ecosystem.
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