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The Federal Reserve Bank

The views in this presentation do not necessarily represent the
views of the Federal Reserve Bank of Kansas City nor the Federal
Reserve System.
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The Grow Your Own eBook provides
an overview of what it takes to
conduct entrepreneurship based
economic development.

The mission of the Community Development
department of the Kansas City Federal Reserve
Bank is to support the economic growth objectives
of the Federal Reserve Act by promoting
community development and fair and equal access
to credit.

Our job is to serve as a neutral convener of
resources between those who have and those who
don’t, because we know all segments of the
population, including the less advantaged, benefit
from both economic growth and fair and equal
access to credit.

Visit: www.kcfed.org/community/smallbusiness &
A
To download the eBook and other information. /70> 4
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http://www.kcfed.org/community/smallbusiness

Goals

1. To provide a heightened awareness of the disparities in
entrepreneurship and economic and social
consequences within Kansas City.

2. To help create a broader conversation in Kansas City
around the issue of effective economic development in
minority communities.

3. To acquire “on the ground” feed back on opportunities
and challenges to reduce these disparities.
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Omaha, Nebraska a Tale of Two Cities

Omaha, Nebraska is an example of how attraction based economic development can
benefit large areas, but mask significant underdevelopment in parts of a community.

Positives Negatives
#3 - The Best Cities to Find a Job in 2016 According to a 2008 Pew research report:
#9 - 2015's Most Caring Cities in America #3 Among America's 100 largest metro
areas, Omaha has the third-highest black
#1 - The Top 10 Best American Cities to Work poverty rate.

in Tech in 2015
#1 ...its percentage of black children in

The 5 Best Big Cities (Best in the Midwest) poverty ranks No. 1 in the nation, with
Time.com/money - August 2015 nearly six of 10 black kids living below the
poverty line.

#15 - 2015's Best City for Families
#2 ...only one other U.S. metro area,
#5 - Best Metro Area (Omaha-Council Bluffs) Minneapolis, has a wider economic
for STEM Professionals disparity between how black and white
residents fare.
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http://time.com/money/3989171/best-big-cities-2015/

Dominant Economic Development Model -
Attracting New Companies

Current Economic Development Model Based Upon Attracting Companies

Economic Targeted Economic
Development Development
Inputs Outputs

Large
_ _ Attraction
Incentives Given to
Companies to:

* Tax revenue

increase _
* Reduce Costs e Jobs Education
* Improve Profit . Quality of life Pur

Amenities




Defining Economic Development

The main goal of economic development is
improving the economic well being of a
community through efforts that entail job
creation, job retention, tax base enhancements INTERNATIONAL
and quality of life. As there is no single ool e Lo
definition for economic development, there is

no single strategy, policy, or program for

achieving successful economic. — IEDC

Economic Development Reference Guide

Economic development is based upon achieving certain goals in a community .
The methods for achieving those goals should be left to the community.
However, in most communities the attraction based model of economic
development is the primary if not only model used. Current estimates show
that over $80 Billion annual is providing by states to use incentives to attract
companies.




Defining Economic Development

My Definition

“Fostering a dynamic environment where economic
opportunities can be discovered, taken advantage of
and maximized to their fullest extent to create
balanced and sustainable economic growth, jobs, a
positive sense of ‘place’ and an improved quality of
life in a defined geographic region.” — Dell Gines

My definition focuses on the important goals of balance, sustainability and
positive sense of place. These are important for the long run health of all
communities, including disadvantaged communities.




Our Primary Question In
African American
Communities is:

Why are we not focusing more on
creating creators of jobs (meaning
entrepreneurs) than creating
consumers of jobs as an development
strategy?
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Why Entrepreneurship Is Vital to
Economies

A few reasons why grow your own economic development is a powerful
tool:

1. Entrepreneurs create jobs, increase local incomes and wealth
(Henderson, 2002).

2. Ahigher ratio of entrepreneurial activity is associated strongly with faster
growth of local economies (Barth, Yago & Zeidman, 2004)

3.  Greater minority business density creates greater state GDP growth
(Lowrey, 2005)

4.  Local entrepreneurs are more likely than branch plants to reinvest their
wealth locally.

5.  Entrepreneurs create a sense of place.
6.  The cost of job creation is lower (Edmiston, 2006)

7. Grow your own development is a more feasible way to develop
traditionally economically challenged areas.

8. Grow your own development helps create diversified economies.

9. Entrepreneurship is seen as a pathway out of poverty. 'Q
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Economic Data - Key Comparisons

2014 Poverty Rate
Comparisons
All & Black

m All = Black

35%

KCMO KCK

2014 Unemployment
Rate Comparisons
All & Black

m All = Black

20%

KCMO KCK

2014 Per Capita Income
Comparisons
All & Black

m All = Black

$27,282

$18,425
$17,521 $16,706

Black communities have higher poverty rates, unemployment rates and ’Q
lower income levels than average. Often this is by a significant margin. i
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Business Data - Business Comparison Numbers by Race

Business Density Comparisons
Number of Business Per 1000 People

™ National = KC MO KCK

172

White alone Black or African American  American Indian and Alaska Asian alone Hispanic
alone Native alone

The number of businesses owned by African Americans is lower than
national average and also lower than every other race in KCMO and

KCK. 'q
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Business Data

2012 Average Sales Per Firm

$1,200,000.00

$1,000,000.00
$800,000.00 —— =
$600,000.00 —— =
$400,000.00 —
$200,000.00 = =
S0.00 - . - . .
White Black or African  American Indian Asian Some other race Minority **Hispanic
American and Alaska Native

= National KCMO KCK

Black businesses average sales per firm lag every other race. At $45,000 per year for KCMO and $47,000 per
year for KCK the average sales for a Black business are close to 20 times lower than the average White

business in KCMO and KCK.
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Business Data

2012 Average Employees Per Firm

5.0
4.5
4.0
3.5

25 — B
2.0 B
1.5 B
1.0 B
0.5

o -14141

White Black or African American Indian Asian Some other race Minority **Hispanic
American and Alaska Native

= National KCMO KCK

Black business employment per firm is the lowest out of all racial groups in KCMO at .5 employees per
firm. In KCK, .9 employees per firm are more than double that of KCMO. However, in both KCMO and
KCK, employment per firm is 5 times or more lower than that of White businesses. White businesses
average 3.1 and 4.3 employees per firm respectively in KCMO and KCK.
A
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Business Data

2012 Firms With Paid Employees by Percentage

30%

25%

20% ——1 - - -

15% H H H

10% H H H
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All firms White Black or African American Indian Asian Some other race Minority **Hispanic
American and Alaska
Native

= National KCMO KCK

Employer owned firms have higher average sales and also are responsible for creating and
maintaining local jobs. While higher than the national Black business averages of 4%, KCMO at 7%
and KCK Black businesses at 6% have the lowest or second to lowest percentage of businesses that
employ workers when compared to other racial groups. In KCMO and KCK approximately 25% of all
White firms have employees, which is approximately four times more than Black businesses.
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2012 Black Business by Industry in KCMO

Management of companies and enterprises 46% of all Black businesses
Mining, quarrying, and oil and gas extraction in KCMO have fl rms in
Agriculture, forestry, fishing and hunting (606) health care and social
Wholesale trade | .
Vanufacturing assistance and other
Industries not classified Services.
Information
Finance and insurance (608] There are statistically no
Real estate and rental and leasing Black firms in KCMO in
Educational services wholesale trade,
Accommodation and food services agriCU ltu re, mining and
Retail trade management of Companies
Arts, entertainment, and recreation a nd enterpriseS.

Professional, scientific, and technical services
46% of all Black

Construction businesses in KCMO

Administrative and support and waste... / are in health care and
Transportation and warehousing (607) / social assistance and
other services

Health care and social assistance

Other services (except public administration)... ‘

0% 5% 10% 15% 20% 25% 30%

All Businesses M Black Businesses 4




2012 Black Business by Industry in KCK

Finance and insurance (608)
Information

Wholesale trade
Manufacturing

Utilities

Real estate and rental and leasing
Educational services

Accommodation and food services

Retail trade

Transportation and warehousing (607)
Arts, entertainment, and recreation
Construction

Professional, scientific, and technical services

Administrative and support and waste...

Health care and social assistance

Other services (except public administration)...

0% 5% 10% 15% 20% 25%

All Business  ® Black Business

54% of all Black
businesses in KCK have
firms in health care and
social assistance and
other services.

There are statistically
no Black businesses in
utilities, manufacturing,
wholesale trade,
information and finance
and insurance.

54% of all Black
businesses in KCK are
in health care and
social assistance and
other services

35% 40%




Growth

2002 to 2012 Change in All Black Firms & Black Firm Sales

140%

120%

100%

80%

60%

40%

20%

0%

National KCMO KCK
-20%

m All Firms = Sales

African American firms in KCMO and KCK lagged in both K
business growth and sales growth relative to the national L"___

African American business average. /”6“7510’“




Business Data - KCMO Business Changes 2002 to
2012

2002 to 2012 KCMO Business Growth
All Businesses vs Black Businesses

120%
100% The number of KCMO
Black businesses grew
80% approximately 3x faster
than average
60%
40%
20%
0%
-20%
All Firms Sales Firms With Paid  Sales of Firms With Number of Paid Annual Payroll Firms Without Paid Sales of Firms
Employees Paid Employees Employees Employees Without Paid
-40% Employees
m All firms = Black Firms
The number of African American businesses in KCMO grew faster than LQ
average compared to other businesses in KCMO in many categories. *\J
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Business Data — KCK Business Changes 2002 to 2012

2002 to 2012 KCK Business Growth
All Businesses vs Black Businesses

180%
160%
140%
The number of KCK
120% Black businesses grew
approximately 3x faster
0,
100% than average
80%
60%
40%
20%
0%
-20%
All Firms Sales Firms With Paid  Sales of Firms With ~ Number of Paid Annual Payroll Firms Without Paid Sales of Firms
-40% Emptoyees Paid-Employees Employees Emptoyees Whithout-Paid
Employees

m All firms = Black Firms

The number of African American businesses in KCK grew faster than oq
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Grow Your Own - Entrepreneurship Based Economic
Development

5Cs of the
Entrepreneurship
Ecosystem

business community alone.
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Entrepreneurship based economic
development focuses on creating strong
local entrepreneurship ecosystems. No one
program is sufficient to build the small




Grow Your Own

* One alternative model to attraction based economic
development is entrepreneurship based economic
development or Grow Your Own economic development.

* In this model of development economic development is
created by focusing on increasing startup businesses and
helping to grow existing businesses within a community.

* This model has the potential to be more effective at improving
local disadvantage communities by improving ownership,
creating local jobs and improving community identity and
resiliency.
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Table Discussions

* Question #1 — What are some of the strengths of
the Kansas City community (the entire city and
Black community) that would help build a
stronger Black entrepreneurial ecosystem and
increase entrepreneurs?

* Question #2 — What are some of the weakness /
barriers in the Kansas City community that
would make it difficult to build a stronger Black
entrepreneurial ecosystem and increase Black
entrepreneurs?




Contact

Dell Gines

Sr. Community Development Advisor
Federal Reserve Bank of Kansas City

dell.gines@kc.frb.org
(402) 221-5606

For more information & resources
http://kansascityfed.org/community/

To sign up for our Community Connections email newsletter please email me at
the address above.
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