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 Dis cus s ions  of Bla ck bus ine s s  owne rs  mus t be gin with a  

re minde r tha t while  we  re fe r to Black e ntre pre ne urs  a s  a  group, 

e ntre pre ne urs hip is  more  pe rs ona l tha n tha t. We  ne e d to s e e  e a ch 

Bla ck bus ine s s  owne r or a s piring owne r a s  a n individua l who 

wis he s  to be  a  succe s s ful e ntre pre ne ur a nd de s e rve s  the  s a me  

opportunitie s  in the  journe y of bus ine s s  cre a tion a s  white s .  

S tudie s  s how tha t Black e ntre pre ne urs  fa ce  sys te mic 

cha lle nge s  in ra is ing ca pita l for the ir bus ine s s  ne e ds . Loa ns  ha ve  

be e n his torica lly difficult for Bla ck e ntre pre ne urs  to obta in, a nd 

be ca us e  Black hous e holds  s ta tis tica lly ha ve  le s s  income , Bla ck 

e ntre pre ne urs  ha ve  le s s  a bility to ra is e  funds  from fa mily. In 2020, 

mone y for s ta rt-ups , re s e a rch a nd e xpa ns ion wa s  a lre a dy in ne e d, 

a nd the n COVID-19 ca me  on to the  s ce ne  ma king mone y a ll the  

more  critica l for a  Black e ntre pre ne ur’s  s urviva l. The  pa nde mic ha s  

wors e ne d conditions  for a ll bus ine s s  owne rs  but ha s  cre a te d gre a te r 

cha lle nge s  for Black bus ine s s  owners . The  P a yche ck P rote ction 

P rogra m (“P P P ”), a  progra m de s igne d to prote ct both worke rs  a nd 

bus ine s s es  during the  pa nde mic, ha s  not pre ve nte d Bla ck 

bus ine s s es  from be ing the  ha rde s t hit.  

  



IS S UES  WITH RAIS ING CAP ITAL FOR BUS INES S  NEEDS   

 

 Acces s ing ca pita l a nd mone y is  impe ra tive  for a  ne w bus ine s s  

owne r, but “…ha s  a lwa ys  be e n a n is s ue  with re s pect to Black 

e nte rpris e , tha t’s  nothing ne w,” s a ys  Re v. Hora ce  S he ffie ld, the  

he a d of the  De troit Ass ocia tion of Bla ck Orga niza tions . He  s a ys  

tha t, “[t]he  pa nde mic ha s  e xpos e d or e xa ce rba te d tha t dis pa rity.” 

 Bla ck bus ine s s  owne rs  ha ve  difficulty in funding the ir 

bus ine s s ’s  s ta rtups , re s e a rch, a nd e xpa ns ion. Much of the  difficulty 

come s  from the  la ck of acces s  to tra ditiona l a dvis or a nd inves tor 

ne tworks , which re fle cts  de ca de s  of s ys te mic dis crimina tion. The  

ina bility to a cquire  prope r ca pita l for bus ine s s  ne e ds  a nd the  

dis crimina tion of Bla ck a nd pe ople  of color in ge ne ra l, ha s  le d to 

le s s e r a cquis ition of we a lth whe n compa re d to white  pe e rs .   

•  According to the  U.S . Ce ns us  Bure a u, the  a ve ra ge  Black 

hous e hold income  is  the  lowe s t of a ll race s , a t $40,258 pe r ye a r 

 •  Compa re  this  va lue  with His pa nic, White , a nd As ia n 

hous e holds  in the  cha rt be low. 
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https://www.census.gov/content/dam/Census/library/visualizations/2018/demo/p60-263/figure1.pdf


LACK OF NETWORK CONS EQUENCES  FOR BLACKS : ACQUIRING BANK 

LOANS  

Ca pita l us ua lly come s  from a n e ntre pre ne ur’s  own pocke t, 

frie nds  a nd fa mily, or a  ba nk. But with Bla ck bus ines s  owne rs  

ha ving le s s  a cce s s  to tra ditiona l a dvis or a nd inve s tor ne tworks , a  

“frie nds  a nd fa mily” ga p in funding is  cre a te d. Ma ny white  

e ntre pre ne urs  ca n re ly on the ir own frie nds  a nd fa mily ne tworks  for 

s e e d funding a nd funding to e xpa nd, but Black e ntre pre ne urs  a re  

ofte n fore clos e d from doing s o. This  dis pa rity cre a te s  a  vicious  

cycle  for the  Bla ck e ntre pre ne ur. The y ha ve  le s s  colla te ra l to us e  

for gua ra nte e ing loa ns  a nd a  more  difficult time  s howing a bility to 

pa y. 

For e xa mple , a  ne w bus ine s s  owne r mus t typica lly co-s ign for 

a  bus ine s s  loa n. Ba nks  will do credit che cks  on the  bus ine s s  owne r 

to be  a s s ure d of pa yme nt if the  bus ine s s  de fa ults . The  proble m is  

tha t che cking s ome one ’s  cre ditworthine s s  re quire s  looking a t the ir 

income , (which, a s  indica te d in the  cha rt a bove , is  lowe s t for 

Bla cks ), mone y in the  ba nk, a nd one ’s  a bility to pa y bills . Looking 

a t one ’s  a bility to pa y a  loa n involve s  a n inquiry into mortga ge , ca r 

loa ns  a nd cre dit ca rds . Additiona lly, Black home owners  a re  fewe r in 

numbe r tha n white  home owne rs ; the  hous ing bus t wa s  pa rticula rly 

ha rd on Bla cks . And Bla ck Ame rica ns , s ta tis tica lly, ha ve  lowe r ra te s  

of ca r owne rs hip.  

Whe n you ha ve  a ll of the s e  drive rs  working toge the r, a  s ys te m 

is  cre a te d tha t ma ke s  it much more  difficult for a  bla ck e ntre pre ne ur 

https://www.kauffman.org/wp-content/uploads/2019/12/CapitalReport_042519.pdf


to ge t a  loa n for a  bus ine s s . De nia l ra te s  a re  high, which is  

s e rious ; if a n individua l ge ts  de nie d for a  loa n or a  cre dit ca rd, the  

cre dit s core  is  impa cte d ne ga tive ly. And whe n Bla ck e ntre pre ne urs  

a re  gra nte d a  loa n, it is  pe rce ive d a s  a  highe r “risk” loa n. As  a  

re s ult, Bla ck e ntrepre ne urs  re ce ive  lowe r a mounts  a t highe r inte re s t 

ra te s  compa re d to the ir white  counte rpa rts .  

THE BLACK ENTREP RENEUR: P RE AND IN THE P ANDEMIC 

As  note d a bove , Bla ck-owne d bus ine s s e s  te nde d to e nte r the  

pa nde mic with we a ke r fina ncia l pos itions  tha n white -owne d 

compa nie s . Only a  s ma ll minority of Bla ck-owne d bus ine s s e s  ha d a  

re ce nt borrowing re la tions hip with a  ba nk, a ccording to the  New 

York Fe d re port.  One  in four Bla ck-owne d bus ines se s  with 

e mploye e s  ha d a  re ce nt borrowing re la tions hip with a  ba nk prior to 

the  pa nde mic, while  only one  in ten Black-owne d bus ine s s e s  with 

no e mploye e s  did. Bla ck-owne d s ma ll bus ine s s e s  a re  highly 

conce ntra te d in re ta il, re s ta ura nts , a nd othe r s e rvice  indus trie s  mos t 

a ffe cte d by s hutdowns  a nd s ocia l dis ta ncing me a s ure s .  In 

Nove mbe r, 2020, 40% of Bla ck bus ine s s  re ce ipts  we re  conce ntra te d 

in 30 U.S . countie s , a nd 2/3rds  of the s e  countie s  we re  COVID-19 

hots pots .  

As  COVID-19 force d bus ine s s es  to s hut the ir doors  a lmos t 

ove rnight, the  gove rnme nt re s ponde d with hope s  of s a ving the m by 

rolling out the  P P P . But the  P P P  Loa ns  we re  ve ry ha rd to come  

by, pa rticula rly for Black-owne d bus ine s s  owne rs . In fa ct, only 5% of 

Bla ck-owne d bus ine s s e s  re ce ive d P P P  a s s is ta nce . Why?  Bla ck 

https://www.newyorkfed.org/newsevents/news/regional_outreach/2020/20200804
https://www.newyorkfed.org/newsevents/news/regional_outreach/2020/20200804


bus ine s s es  we re  e ithe r de nie d or could not a pply due  to the s e  ma in 

is s ue s : (1) the  comple xity of the  a pplica tion, (2) e ligibility 

re quire me nts , a nd, (3) limite d ba nking re la tions hips  a s  s ome  ba nks  

we re  told to only provide  funds  to curre nt cus tome rs .  

In a ddition to the  complica te d a nd cha otic na ture  of the  P P P  

proce s s  a nd the  la ck of ba nking re la tions hips , a  bus ine s s  owne r 

tie d to crimina l jus tice  involve me nt is  ine ligible  for a  P P P  loa n a s  

we ll. Unfa irly, bus ine s s  owne rs  who a re  only cha rge d with a  crime , 

but not convicte d, a re  pe rmitte d to be  e xclude d from P P P  

a s s is ta nce . Give n the  his tory of racis m tha t ma nife s ts  in the  crimina l 

jus tice  sys te m, one  ca n s e e  how tying P P P  loa ns  to the  crimina l 

jus tice  sys te m pe rpe tua te s  dis pa ra te  tre a tme nt of Black 

e ntre pre ne urs .  

THE FUTURE OF THE BUS INES S  OWNER: P OS T P ANDEMIC  

J e na  McWillia ms  is  the  Cha irma n of the  FDIC. The  FDIC is  

putting s e ve ra l progra ms  in pla ce  to a ddre s s  the  dis crimina tion of 

Bla ck-owne d bus ine s s  owne rs  a nd the ir a cce s s  to ca pita l. In a  

re ce nt we bina r, McWillia ms  dis cus se d the  FDIC’s  des ire  to a ddre s s  

the  me a s ure  of an a pplica nt’s  cre ditworthine s s . S he  s a id tha t pe ople  

us e  othe r a ve nue s  to pa y bills  now, pa rticula rly online , a nd be ca us e  

of this , whe the r some one  is  like ly to be  a ble  to ma ke  a  loa n 

pa yme nt s hould be  de te rmine d by looking a t the s e  othe r me thods  of 

pa yme nt. “Big thinke rs ” like  McWillia ms  exte nd a  nece s s a ry ha nd to 

Bla ck bus ine s s  owne rs , a  ha nd we  s hould a ll e xte nd in s ome  way. 

He re  a re  othe r e xa mple s  of “big thinke rs ” s e eking to fix the  s ys te m: 



•  The  U.S . Cha mbe r of Comme rce  “Equa lity of Opportunity Age nda ” 

include d improving Black e ntre pre ne urs ’ a cce s s  to ca pita l, la unching 

pitch compe titions  for unde rre pre s e nte d communitie s  a nd incre a s ing 

the  pre s e nce  of minority-owne d bus ine s s e s  in corpora te  s upply 

cha ins  

•  Nume rous  bills  ha ve  be e n pre s e nte d to Congre s s  tha t a ddre s s  the  

ra ce -ba s e d opportunity ga p 

•  Big ba nks  a re  s e tting a s ide  billions  to a ddre s s  le nding a nd we a lth 

ga ps  fa ce d by Bla ck e ntre pre ne urs  

•  P e nns ylva nia  De pa rtme nt of Community & Economic Deve lopme nt 

a nd P e nns ylva nia  Bure a u of Dive rs ity, Inclus ion, a nd S ma ll Bus ine s s  

Opportunity provide  progra ms  a nd funding for minority a nd wome n 

owne d bus ine s s e s .  

It will be  difficult for a ll bus ine s s e s  to re cove r from the  

pa nde mic but more  s o for Bla ck-owne d bus ine s s es . The  good ne ws  

is  tha t the re  a re  s ome  “big thinke rs ” trying to improve  the  sys te m. A 

long roa d a he a d a wa its , a nd not any one  of the s e  fixe s  will s olve  

the  sys te mic dis crimina tion comple te ly. But it is  a  s ta rt. 
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