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Introduction
By David Baboolall,
Kelemwork Cook,
Nick Noel,
Shelley Stewart, and
Nina Yancy

Entrepreneurship and business ownership—particularly of community-based businesses—are crucial
ways to develop community wealth, for both business owners and the people they employ. Healthy Blackowned businesses could be a critical component for closing the United States’ Black–white wealth gap,
which we project will cost the economy $1 trillion to $1.5 trillion (in 2018 dollars) per year by 2028.1 The
COVID-19 crisis, however, has further stressed Black-owned businesses and may cause the racial wealth
gap to widen. This gap includes a $290 billion—and growing—opportunity to grow overall wealth by
achieving revenue parity between Black- and white-owned businesses in addition to providing aid to small
and medium-size businesses (SMBs)—those with up to 500 employees—with nonwhite owners.2
Black business owners have been disproportionately affected by the pandemic-linked economic
downturn,3 partly because they were more likely to already be in a precarious position, including more
likely to be located in communities with business environments that are more likely to produce poor
business outcomes. Indeed, about 58 percent of Black-owned businesses were at risk of financial
distress before the pandemic, compared with about 27 percent of white-owned businesses.4 The
pandemic contributed to tipping 41 percent of Black-owned US businesses into closure from February to
April 2020.5 More than 50 percent of the owners of surviving Black businesses surveyed in May reported
being very or extremely concerned about the viability of their businesses. This concern may be linked
to having a more difficult time accessing credit since the COVID-19 crisis began; 36 percent of Black
business owners responding to the survey said they had experienced this, compared with 29 percent of
all respondents.6
Black Americans have never had an equal ability to reap the benefits of business ownership. While about
15 percent of white Americans hold some business equity, only 5 percent of Black Americans do. Among
those with business equity, the average Black American’s business equity is worth about 50 percent of the
average American’s and a third of the average white American’s (Exhibit 1).7
Black-owned businesses also tend to earn lower revenues in most industries and are overrepresented in
low-growth, low-revenue industries such as food service and accommodations.8
This gap in business activity contributes to an overall lower level of prosperity for Black families: the median
white family’s wealth is more than ten times the wealth of the median Black family’s.9 This disparity is also a lost
opportunity for the US economy as a whole. If existing Black-owned businesses reached the same average
revenue as their white-owned industry counterparts (excluding publicly held companies), the result would be
an additional $200 billion in recurring direct revenues, which could equal about $190 billion in additional GDP,
or a roughly 1 percent increase in 2017 GDP. (For our analytical approach, see sidebar “Quantifying the impact
of revenue parity.”)
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Exhibit 1
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Quantifying the impact of revenue parity
To quantify the economic impact of
achieving revenue parity between Blackowned and white-owned US small and
medium-size businesses (SMBs), we used
the most recent results of the US Census
Bureau’s Survey of Business Owners, from
2007 and 2012. We first estimated the rate
of new-business formation and revenue
growth for businesses owned by Black
and white US residents. Then we used
those growth rates to estimate the number
of companies owned by Black and white
Americans in each industry as well as to
estimate the revenues of those businesses.

Our analysis shows that if Black-owned
companies were to attain the same
average revenue in their industries as
white-owned companies, their revenue
gains would be about $200 billion. These
revenue gains would be concentrated
in the healthcare, retail, and wholesale
sectors, which would account for 51
percent of Black-owned SMBs’ total new
revenue. This estimate does not account
for the higher revenue’s multiplier effects,
which would represent the impact of
the change on the overall economy.

To estimate the macroeconomic effects of
revenue parity between Black- and whiteowned businesses, we used a model that
draws on data from about 141 countries
and 60 sectors to translate disruptions,
shocks, and policy changes into crossindustry and macroeconomic effects. A
$200 billion increase in revenues is worth
about $190 billion in additional annual
GDP, or a roughly 1 percent increase in
2017 GDP.¹

¹	For our analysis, we assumed that the economy can absorb most of the revenue increases, so any cannibalization of revenues from Black-owned firms’ revenue growth (to
attain parity with white-owned firms) is not offset by losses in white-owned firms.

Building supportive ecosystems for Black-owned US businesses

3

A silver lining of COVID-19 and the
racially charged violence in 2020 may
end up being that some large companies
have now launched programs to support
Black-owned businesses.
Before the pandemic, the average American held 15.3 percent of his or her wealth in business equity, with
a mean value of $147,000. SMBs constituted 99 percent of US businesses and were responsible for
62 percent of the net increase in private-sector jobs from 1993 to 2017.10 Entrepreneurship and an ability
to start new businesses matter significantly here, as more than 50 percent of this net increase was the
result of the formation of new businesses, defined as those less than 3.5 years old.11
Our analysis mapped barriers throughout the entrepreneurial pathway: ideation and starting up, sustaining,
scaling, and exiting (see sidebar “Entrepreneurial pathway: Building a business, from ideation to exit”).
We focus here on the systemic barriers that hinder Black entrepreneurs’ efforts to ideate and start and
sustain local businesses—that is, community-based SMBs that are part of existing supply chains.12 We
then outline interventions that can counteract the effects of these obstacles, particularly opportunities
for coordinated efforts. Indeed, US institutions need to repair Black business owners’ trust in the business
ecosystem—particularly in companies in financial and business services.13 This historic lack of trust may be
slowing business creation; research shows that Black business owners may believe that they need to be
better qualified than their white counterparts: 30 percent of Black owners of employer firms (businesses
with at least one paid employee) hold an advanced degree, which is true of 22 percent of their white peers.14
A silver lining of COVID-19 and the racially charged violence in 2020 may end up being that some large
companies have now launched programs to support Black-owned businesses: a major social media
company dedicated $40 million in grants to support Black-owned US businesses with 50 or fewer
employees15; a financial services firm pledged $1.15 billion, including $350 million in procurement spending
on Black-owned businesses, to close the racial wealth gap.16 However, these individual actions will not
in themselves be enough to effect the needed change. For this work to have a systemic impact, entire
business ecosystems will need to be involved. Once successful, however, this effort would benefit not only
the US economy but US society as a whole.
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Entrepreneurial pathway: Building a business, from ideation to exit
Entrepreneurship generally follows a
five-step process that culminates in an exit
for the founder (exhibit).
During ideation, prospective entrepreneurs
research and assess business ideas before
developing business plans in preparation
for launch. Foundational activities at this
stage include obtaining the relevant patents,
participating in business incubators, and
securing funding and support, often from
the entrepreneur’s networks.

on establishing the business and ensuring
its survival. They may hire employees, raise
additional capital, and develop a financial
cushion for the business.
While sustaining the business,
entrepreneurs focus on increasing revenue
and reaching profitability. In this stage,
entrepreneurs develop growth strategies,
further develop their companies’ sales and
marketing efforts, expand their teams, and
scale business functions. Businesses may
continue to raise venture capital.

Once businesses attain annual revenues
of at least $1 million, they can scale. The
focus of this stage is on increasing working
capital to support growth and expanding
into new geographic or product markets.
Businesses in this phase may also acquire
or merge with another company.
Finally, entrepreneurs can exit their
businesses through an acquisition or an
initial public offering (IPO) that enables
them to receive a one-time realization of
the business’s value.

In the start-up stage, which lasts about
three and a half years, entrepreneurs focus

Exhibit

Entrepreneurship
follows five
stages.five stages.
Entrepreneurship
follows
Focus areas
Ideate

Researching market attractiveness

Start up

Sustain

Establishment and survival

Growing profits

Scale

Market expansion

Exit

Capturing business value

Source: Dow Jones VentureSource, 2016; Global Entrepreneurship Monitor, 2017; 2016 annual survey of entrepreneurs, US Census Bureau
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Barriers to business building
for Black entrepreneurs
Throughout the business-building process, Black business owners face economic, market, sociocultural,
and institutional barriers, which are all linked to racial discrimination in the United States. Economic barriers
relate to disempowerment and the costs of low starting levels of capital—for individuals, families, and
communities. Market barriers result from unaddressed needs, often related to challenges of access—to
capital, expertise, and services. Sociocultural barriers encompass the biased and exclusionary ways
in which Black entrepreneurs are more likely to be blocked from gaining social capital, such as helpful
relationships that make up business networks. Finally, institutional barriers are supported by the systems in
which Black-owned businesses operate and include factors as basic as their locations.
Ideating
Black entrepreneurs tend to make decisions in the business-ideation stage that are likely to keep their
businesses small. Black entrepreneurs generally pursue businesses in less lucrative sectors. Only five
industries represent employer businesses (that is, businesses that employ paid employees) owned by
74 percent of Black women business owners and 62 percent of Black male business owners: healthcare
and social assistance; professional, scientific, and technical services; administrative support and waste
management services; construction; and transportation and warehousing (Exhibit 2).17
These sectors represent only 20 percent of business revenues overall. Meanwhile, although wholesale
businesses represent 24 percent of business revenues, only 1 percent of Black women and 2 percent
of Black men who are entrepreneurs are in the sector (see sidebar “Uphill climb for Black women in
entrepreneurship”).18
Location can also limit Black entrepreneurs’ business potential. Sixty-five percent of Black Americans live
in 16 states that are below the US average on indicators of economic opportunity.19 Within their communities,
Black Americans are also disproportionately concentrated in economically disadvantaged neighborhoods.20
Black entrepreneurs from these communities are less likely than their white peers to have exposure and
access to lucrative business opportunities.
Black entrepreneurs might also lack access to the networks and relationships that could help them make
optimal business decisions. Research on New York–based start-ups shows that founders who are mentored
by top-performing entrepreneurs are three times more likely than their co-located peers without mentors
to become top performers themselves.21 Outside the start-up world, a knowledgeable contact may help a
prospective entrepreneur make decisions such as whether to buy a franchise for up-front capital or to build
an independent business.
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Exhibit 2
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Black women

Black men

White women

Distribution of employer
firms1 by sector,
% of businesses
Healthcare and
social assistance
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scientific, and
technical services

Administrative,
support, and wastemanagement
services

Revenues
by sector,
% of sales

15

9

White men

19

48

13
14
17
16
7
7
6

10

6

Finance and
insurance

2

5

Real estate

2
3

Revenues
by sector,
% of sales
11

5
4
5

2

7
5

2

Construction

2
6

6
8

13

Accommodation
and food services

5
6
8
7

2

Other services2

5
6
8
6

1

Retail trade

Distribution of employer
firms1 by sector,
% of businesses

12
10

Transportation
and warehousing

2

Wholesale trade

1
2

2
4

4

10
16

9

3

24
4
6

Note: Chart excludes the following sectors: agriculture, forestry, fishing, and hunting; arts, entertainment, and recreation; educational services; information;
management of companies and enterprises; manufacturing; mining, quarrying, and oil and gas extraction; utilities; and other or unclassified services and industries (except public administration).
1
A business with at least one paid employee.
2
Includes businesses such as advocacy, death-care services, dry cleaning and laundry, equipment and machinery repair, hair and nail salons, personal-care
services, pet-care services, photofinishing services, and religious activities.
Source: 2012 survey of business owners and 2016 annual survey of entrepreneurs, US Census Bureau
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Uphill climb for Black women in entrepreneurship
About 20 percent of the 12.3 million
women-owned businesses in the United
States are owned by Black women.¹ Indeed,
Black women were the first to exceed 50
percent of business ownership within their
racial or ethnic group.² However, Black
women encounter cross-cutting economic
and institutional barriers because of their
race and gender.

sources of income or that they are unable
to focus on entrepreneurship. What’s more,
68 percent of Black women entrepreneurs
with paid employees are
in three industries that make up only
13 percent of overall business revenues³:
healthcare and social assistance,
professional services, and administrative,
support, and waste-management services.⁴

Black women’s high rates of entrepreneurship may reflect economic necessity
rather than opportunity; 64 percent of
Black women spend less than 40 hours a
week on their businesses, which suggests
that the business may be one of several

Black women also tend to have fewer
employees than Black men do, even
though Black women own 50 percent more
businesses.⁵ As a result of these disparities,
employer businesses owned by Black men
earn an average of $660,000 more per

year than Black women–owned employer
businesses.⁶ Worse, Black women’s
business revenues actually declined by
11 percent, or an average of $3,000 per
year, from 2012 to 2018.⁷
Black women are also disproportionately
shut out of venture-capital funding,
which can rapidly fuel business growth.
Women of color receive less than 0.2
percent of venture-capital funding, and at
4 percent of funded US start-ups,⁸ Black
women founders are underrepresented
and underfunded. Indeed, the average
Black woman–led start-up that received
funding raised $42,000.

¹	 The 2018 state of women-owned business report, American Express, americanexpress.com.
²	 Dell Gines, “Black women business startups,” Federal Reserve Bank of Kansas City, 2018, kansascityfed.org.
³	 2016 annual survey of entrepreneurs, US Census Bureau, 2016, census.gov.
⁴  2016 annual survey of entrepreneurs, US Census Bureau, 2016, census.gov.
⁵	“Statistics for all U.S. firms by industry, gender, ethnicity, and race for the U.S., states, metro areas, counties, and places: 2012,” US Census Bureau, 2012, data.census.gov.
⁶	“Annual business survey: Statistics for employer firms by industry, sex, ethnicity, race, and veteran status for the U.S., states, metro areas, counties, and places: 2017,” US
Census Bureau, 2017, data.census.gov.
⁷ “The state of women-owned businesses,” American Express, 2018, womenentrepreneurscharleston.com.
⁸	 https://www.projectdiane.com/.

Crucially, Black entrepreneurs struggle more to secure capital and access to credit. Even with strong
personal credit, Black business owners and other entrepreneurs from marginalized groups are about
half as likely as their white counterparts to receive full financing.22 Friends and family may not be able to
contribute capital either. Most Black families surveyed said that they didn’t know anyone who could lend
them $3,000.23
Starting up and sustaining
The focus of the start-up and sustain phases of entrepreneurship should be on ensuring the business’s
survival and increasing its profitability. However, Black entrepreneurs’ mistrust of institutions—based on
their experiences and knowledge of the United States’ history of discrimination—can make them wary of
using potential resources outside their communities. Combined with a lack of informal and geographic
connections to such resources—including venture-capital networks—this tendency can isolate Black
entrepreneurs from potential sources of support.24 (For an overview of the public sector’s attempts at
closing the gap between Black- and white-owned businesses—and their pitfalls—see sidebar “Legislating
for more equitable business outcomes.”)
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Legislating for more equitable business outcomes
Since 1974, legislation has partially
closed the gap between Black- and whiteowned businesses. As a result of many of
these advancements, the Small Business
Administration backed about $210 million
in loans and helped award $2.3 billion
in federal contracts to disadvantaged
businesses in 2019.¹ However, the laws
and programs are often imperfectly
implemented, with gaps such as a lack of
information on how to apply to programs
that may benefit Black entrepreneurs.
In 1974, the Equal Credit Opportunity Act
was passed. It prohibits credit issuers
from discriminating on the basis of
traits such as race, gender, and marital
status. The Community Reinvestment Act
followed, in 1977. A tool to discourage
redlining, the act encourages financial
institutions to meet the credit needs of
customers in low- and moderate-income
neighborhoods. However, “credit redlining”
persists: consumers who live in mostly

white neighborhoods are more likely to
be approved for credit cards than those in
mostly Black neighborhoods.²
In response to the savings and loan crisis,
Congress passed the Financial Institutions
Reform, Recovery, and Enforcement Act
of 1989, which increased the ability of
third-party watchdogs to analyze bank
records and identify discriminatory lending
practices. However, loan originators
also shifted from denying loans to Black
residents to targeting Black communities
for higher-cost, higher-risk loans.³ Later, in
1998, the Small Business Administration
directly targeted small and medium-size
businesses (SMBs) from marginalized
communities by creating the MentorProtégé Program. Designed to pair SMBs
from communities with relatively few
resources with experienced government
contractors, the program was later found
to lack effective controls to ensure that the
application review process was consistent

with its intention. This oversight may
have impeded Black-owned businesses’
participation, especially if they were
already skeptical of the program.⁴
In 2010, the Dodd-Frank Wall Street
Reform and Consumer Protection Act
required some federal agencies, including
the Securities and Exchange Commission,
to establish Offices of Minority and
Women Inclusion. However, the difficulty
of enforcing the spirit of the act often
put Black-owned businesses behind.
During the most recent—and ongoing—
crisis, the Coronavirus Aid, Relief, and
Economic Security Act aimed to provide
emergency relief to SMBs but failed to
reach many Black-owned businesses. Part
of the gap came from a failure to include
many community-development funding
institutions in its program. The act also
fails to provide information and training
on how to apply for the programs and
access funds.⁵

¹	A shley D. Bell, “Opportunities for black-owned businesses are thriving,” press release, February 21, 2020, US Small Business Administration, sba.gov.
²	Connie Prater, “Who gets credit cards may be a matter of black and white,” CreditCards.com, June 4, 2008, creditcards.com. The rules that govern the Community
Reinvestment Act’s implementation are under revision by the US Office of the Comptroller of the Currency, the Federal Deposit Insurance Corporation, and the Federal
Reserve Board.
³	Justin P. Steil et al., “The social structure of mortgage discrimination,” Housing Studies, Volume 33, Issue 5, 2018, pp. 759–76, ncbi.nlm.nih.gov.
⁴	Evaluation of SBA’s All Small Mentor-Protégé Program, US Small Business Administration, September 17, 2019, buildsmartbradley.com.
⁵	Ben Popken, “Why are so many black-owned small businesses shut out of PPP loans?” NBC News, April 29, 2020, nbcnews.com.

Only 4 percent of Black American businesses survive the start-up stage, even though 20 percent of
Black Americans start businesses.25 Even if they survive the start-up stage, Black-owned businesses still
disproportionately struggle with debt and raising capital in addition to challenges such as a lack of helpful
relationships in the business community. Indeed, participants in focus groups said that they feel that their
race—and sometimes age and gender—makes loan officers hesitant to lend to them.26 Such obstacles
make Black-owned businesses less likely to survive and grow.
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Start-up capital is associated with better business performance,27 but Black entrepreneurs have less
of it. Black entrepreneurs start their businesses with about $35,000 of capital, white entrepreneurs
$107,000.28 As a partial consequence, Black-owned businesses report higher levels of debt relative to
revenues. Almost 30 percent of Black-owned businesses spent more than 50 percent of their revenues to
service their debt in 2019.29 Indeed, Black entrepreneurs are three times as likely as white entrepreneurs
to say that a lack of access to capital negatively affects their businesses’ profitability and almost twice
as likely to cite the cost of capital.30 This lack of capital occurs even though the requirements for Black
applicants are more stringent. In one study, 73 percent of Black loan applicants were asked to provide
financial statements for their businesses, compared with 50 percent of white applicants with comparable
profiles. In addition, 31 percent of Black applicants were asked to provide their personal W-2 forms. No
white applicants received such a request.31
These interactions with financial institutions are consistent with findings that nonwhite ownership of a
business is a strong predictor of loan denial outside of majority-nonwhite communities.32 However, simply
being located in a co-ethnic market—where community members, customers, and business owners are of
the same ethnicity—results in lower revenue, even for businesses of comparable quality.33 Indeed, research
shows that even when they have better Yelp reviews, businesses in majority-Black communities have lower
revenues than those outside majority-Black communities. Black-owned businesses are in a double bind
that results in missing revenues.
Black entrepreneurs can also have difficulty accessing expertise and business services. Black owners
of employer firms, which are more likely to benefit from services such as legal and financial advisory, are
less likely to seek them out. Only 58 percent of Black owners sought professional services, for reasons
including expense, inaccessibility, and mistrust, compared with 70 percent of white owners.34

Black entrepreneurs are three times as
likely as white entrepreneurs to say that
a lack of access to capital negatively
affects their businesses’ profitability and
almost twice as likely to cite the cost
of capital.
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Business networks can support Black entrepreneurs, but Black entrepreneurs are less likely to know
and hear about relevant networks that can help support and promote their businesses. Indeed, Black
entrepreneurs are likely to be excluded from receiving information about high-potential opportunities,
even though focus-group participants said that they would like to connect with a variety of business
professionals and mentors. This exclusion translates into fewer connections to formal hubs, such as
banks and venture-capital funds,35 and from informal networks.36 One sign of this disconnection is
that corporate and government procurement programs that target Black-owned businesses tend to
be underused. The Minority Business Development Agency (MBDA) found in 2016 that Black-owned
businesses saw less utilization relative to their availability than white-owned businesses did in the same
industries. The median share of contract dollars awarded to Black-owned businesses across five key
industries—architecture and engineering, construction, goods and supplies, professional services,
and other services—was 4 to 44 percent of contractors’ availability, compared with 49 to 61 percent
for white-owned businesses.37
The aggregate barriers to starting and sustaining a Black-owned business translate structural bias into
less access to capital, lower revenue, and dimmer prospects for business growth. The mainstream financial
system’s role in those barriers has helped to maintain Black Americans’ distrust of the financial sector as
well as fear of debt.38
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Interventions
Insufficient access to capital, knowledge, and support ultimately leaves many Black entrepreneurs
less economically mobile and limits the potential of entrepreneurship to grow wealth for Black families
and communities. Interventions to tackle these barriers will require public-, private-, and social-sector
stakeholders to evaluate current business ecosystems and rebuild them to be equitable and more supportive
for Black business owners. In particular, local anchor institutions such as hospitals and universities can take
the lead on collaborating with the public and social sectors to coordinate the work of disparate organizations.
Local economic-development institutions, community development financial institutions, chambers of
commerce, and other government agencies such as the Small Business Administration or MBDA are already
engaged in these activities. But because anchor institutions are tethered to their communities, they stand to
reap long-term benefits from investing in more equitable—and healthier—business communities.
Indeed, this work requires instituting policies that create more equitable outcomes in addition to assuring
equitable access to capital. Black leaders’ input can help create positive experiences and build Black
entrepreneurs’ trust in institutions and ecosystems that have felt exclusionary. In addition, the private and
social sectors should help Black-owned businesses build capabilities and facilitate knowledge sharing.
Expanded opportunities for mentorship (advisory) and sponsorship (advocacy) can further solidify bonds
between Black entrepreneurs and other stakeholders in business ecosystems.
Implement policies that produce equitable outcomes
The public, private, and social sectors can all participate in removing institutional barriers for Blackowned businesses. Stakeholders could ensure that laws, policies, and practices are designed to produce
equitable opportunities and outcomes.
Policy makers, industry groups, affinity groups, and coalitions of stakeholders could enforce laws and
policies aimed at preventing inequitable processes and outcomes. After a review of the current laws and
policies and their effects, stakeholders could consider updating antidiscrimination policies. Crucially,
stakeholders could set up—or support—internal and external watchdog groups dedicated to creating
research on equity in processes and policy outcomes.
In addition, procurement practices, especially at anchor institutions and large organizations, can evolve
to be more inclusive of Black-owned businesses. Besides dedicating funds to procurement from Blackowned businesses, large organizations could simplify their minority-supplier certification processes so
that they can take on new suppliers more quickly. Organizations should also dedicate funding to supplierdevelopment programs that can help Black-owned suppliers better participate in supply chains.
Once their supplier programs are established, organizations should track their procurement spending
with important categories of suppliers and make the data more widely available to track progress and
promote accountability. For instance, one North American bank committed to tracking its spending with
diverse suppliers, the number of minority-certified suppliers it engages, and the number of requests for
information and proposals to these suppliers.39 This work is especially urgent during the pandemic-linked
economic crisis, and entities that have an interest in keeping business ecosystems vibrant may be able to
lead the effort.
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Enable equitable access to capital
To overcome economic barriers, Black-owned SMBs need direct investment or in-kind equity
contributions, including grants, subsidies, loans, and revenue-participation agreements. Direct
investment is especially important during the COVID-19 crisis. Our analysis suggests that an additional
$7.6 billion to $15.4 billion in liquidity for Black-owned SMBs in the 2020–21 time frame—less than 3
percent of the $659 billion authorized under the Paycheck Protection Program—could preserve 460,000
to 815,000 jobs,40 for an average of $9,325 to $33,478 per job.
The public and private sectors’ immediate priority during the COVID-19 economic crisis has been to
provide SMBs with grants and loan deferrals. However, increasing the availability of financial resources,
particularly start-up and expansion capital, for Black entrepreneurs, will be crucial to improving
business owners’ experience and replenishing the pipeline of growing businesses. For example,
banks, conventional and social-impact investors, foundations, and public programs could make more
capital available to Black-owned businesses. Possible programs include ones that make extending
capital to Black-owned businesses less risky through measures such as guaranteeing funds and
programs that help entrepreneurs from marginalized backgrounds acquire more capabilities. A shortterm counterweight to the effects of bias in the loan process could be conducting fewer in-person
transactions. Indeed, Black entrepreneurs are already more likely to borrow online, where their race may
be less salient.41 A program for small-business investment companies that provides high-growth small
businesses with capital and R&D funding could also accelerate the growth of Black-owned businesses
that hold intellectual property and may foster Black entrepreneurship in high-growth industries.
A network of volunteer professional services providers and coaches could help Black-owned businesses
navigate the process of attaining loans, grants, and other affordable capital, including from large
corporations and nonprofit organizations.42

An additional $7.6 billion to $15.4 billion
in liquidity for Black-owned SMBs
in the 2020–21 time frame—less than
3 percent of the $659 billion authorized
under the Paycheck Protection
Program—could preserve 460,000 to
815,000 jobs, for an average of $9,325
to $33,478 per job.
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In addition to continuing the long-term project of cultivating Black leaders in positions of influence on
capital funding, cross-sector entities could convene and support a consortium of Black fund managers
to participate in issuing and managing debt and equity investments in small businesses. The SBA already
licenses small-business investment companies that guarantee funds that invest in SMBs. Increasing the
share of Black fund managers in this program and simultaneously investing in Black managers—and the
pipeline of Black leaders—in the private sector could have compounding effects.
Build business capabilities and facilitate knowledge sharing
To overcome market barriers, Black-owned SMBs need support for building capabilities and sharing a
greater amount of knowledge. Black service providers, compensated by organizations working to support
equity in entrepreneurship, can lead these capability-building efforts. This work would protect and
strengthen Black-owned businesses and build business networks with Black-owned SMBs as hubs.
The private and social sectors—particularly anchor institutions—could provide resources, including help
with reskilling and upskilling Black-owned businesses’ workers, to make Black-owned SMBs nimbler.
For instance, a major social-media platform built a resource hub to provide businesses with industryspecific information they could use during the pandemic. Similarly, on-the-job training and free webbased courses are both resources that can be easily shared among multiple—indeed, many—businesses.
Business-services providers could also facilitate digital transformations to help businesses identify new
market opportunities.
Finally, digital capabilities will increase Black entrepreneurs’ share of opportunities, but the corresponding
business services are long-unmet needs. Many Black-owned businesses lack the resources to hire service
providers that can help them digitize their businesses, but private-sector and social-sector organizations
can provide free technology services and managerial assistance. Free or subsidized installation, tech
support, and staff training can help Black-owned businesses acquire more digital capabilities and become
more able to share this knowledge with other Black-owned businesses in their communities.
Expand opportunities for mentorship and sponsorship
Representation and participation in networking, mentorship, and sponsorship programs can help Black
entrepreneurs overcome some sociocultural barriers. The private sector should take the lead by building
more inclusive teams. Managers at every level should consciously develop—and sponsor the careers
of—more Black leaders to counteract the effects of structural bias. Indeed, only about 3 percent of
current Fortune 100 company CEOs are Black, and fewer than 4 percent of leaders with responsibility for
departments’ profit and loss—roles that tend to accelerate career progression—are Black.43 Moreover,
unconscious bias can affect mentorship and sponsorship, because humans tend to gravitate toward
mentoring people they view as similar to themselves.44
Community programs can help Black entrepreneurs connect with role models and commercial networks
that can help Black prospective entrepreneurs pursue business ownership with more confidence and
support. For instance, the private and social sectors could facilitate networking and partnerships
between established businesses and compatible start-ups.
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Conclusion
An investment in more business ecosystems that provide Black business owners equitable access to
resources and opportunities can unlock part of the $1 trillion to $1.5 trillion in annual GDP that would come
from closing the racial wealth gap. More important, by making social and economic institutions supportive
of a wider swath of people, stakeholders can rectify the mistrust that has developed between Black
entrepreneurs and institutions. That restorative effect, along with economic gains, could be a step forward
for US society.
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