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How Black-owned Firms are Catalyst for economic development? 
Business has always played a major role in the development of any city, town or village’s economy because it generates revenue, provides goods and services s well as jobs for the local inhabitants. In Addition to local economy, businesses play a major role in the national economy of the country, especially when it produces about ninety percent of the gross national product. In Us economic history, there has been an oscillation between domination of small and big business, but as the backbone of the United States economy, small businesses produce 70% to 80% of new job opportunities; and also generate close to 40% of the gross national product of the nation. During the era of big business the national economy was flooded with receipts of revenue. 
In the book Rise of the Creative Class, author Richard Florida writes gone are times when a city measured it economic success according to the amount of large companies in major industries it could attract. As the economy evolved  and changed so did the  role of larger companies now occupy marginal positions for many reasons, few of which outsourcing, downsizing and moving away desiring to seek cheap labor market. Unlike the changing business cycle of domination between large and small business, minority owned business have always occupied the position of the subordinate, recently that trends has been reversed, because there has been significant growth, it signal the changing economic and racial climate of the nation. According Ronald N. Langston from the International Franchise Association, he wrote an article in the publication entitled “Minority-business enterprise: The national priority”. He stated 
        “ I contend that if America is to maintain its preeminence in the world marketplace, we must ensure that our entrepreneurial economy is alive and well among all segments of our nation’s diverse population. Accordingly, we must put into place strategic business policies and an infrastructure that fosters an environment where minority entrepreneurs can realize their hopes and dreams of business ownership and prosperity” 

Referencing the quote above implies that  investing or helping in minority firms is both imperative and cause for national alarm, this show the growing significance of minority owned business. Before attempting to understand why black-owned firms should be considered as catalyst for local economic development first require a brief overview on the evolution of black ownership. 

Prior to the brutal transportation of Africans on the Atlantic slave trade, Africans had already developed complex system of trade amongst themselves and foreign traders. Removed from their natural environment and sold as on auction block as property, they occupied an inferior position upon arrival on American soil. 
 The existence of black controlled firms in the United States resulted from historical injustices and social and economic limitations. Yet despite, these obvious facts blacks most often always prevailed especially during the era of slavery and Jim Crow.  Even if that mean exclusivity from U.S major markets they found ways to build a business within their own neighborhoods. 

   
For example, thirty-two years after African slaves arrived on American soil in 1651 an ex-slave and the first black entrepreneur Anthony Johnson purchased himself two hundred acres of land in Virginia. Author Joseph Pierce in the first chapter entitled Evolution of Negro Business in the book Black Business Enterprise edited by  Ronald Bailey suggested that black participation in business can be discussed in three folds of history Emancipation, World War II and the Civil Rights Movement. 

   Prior to the Civil War, slavery dominated the  local economies of the Deep South, and stifled any type of entrepreneurial spirit from the black population, but limited ventures did exist, based on skills acquired and preformed tasks.  In the north, freed blacks who acquired capital and purchasing power utilized it by starting various types of business concentrated heavily within the service industry because the industry cost was low, and it was quick tax-free money. Some examples of the types of shops included barbershops, dry cleaners, restaurants and grocery stores.   Initial black establishments tended to be small eventually it become billion dollars enterprises. These freed blacks were not exempt from certain obstacles, black encountered during include harsh laws passed by the government to bar blacks from positions in business that implied they were receiving training. 
       Emancipation disrupted the “plantation regime, the system that was so well ordered the day to day routines upon the enslaved”( Bailey p 4). The proclamation perceived as it gave all blacks to have given all slaves freedom, however not all slaves were freed. There was positive change that resulted from this proclamation.  It gave blacks the opportunity for limited geographic mobility. The proclamation did not change many aspects of American society including racial sentiment and discrimination. It also failed to articulate a plan for economic advancement for former enslaved people now freedmen, instead it “ led to the re-establishment of the old plantation regime( Bailey p5). In the south, sharecropping dominated the economic activities for blacks. Beyond just providing geographic mobility, it changed the “legal framework” under which blacks could develop, Pierce explained that the legal freedom did not change the situation of black business it changed the relations.  Major Black newspapers arouse during this period, as tool of information for blacks. 
The outbreak of World War II offered blacks greater opportunity for geographic mobility out of their present condition. Prior to 1940 a majority of ex-slaves were concentrated in states in the rural and deprived south, which had very low per-capital income and decline agriculture. As the War progressed, American national economy activity changed to war production which created an abundance of jobs in North and Western states. The migration of a large and significant amount of black out of the south was referred to as the Great Migration. Though it is debatable, Pierce argued whether the migration created or improved the economic position of blacks. What it did certainly improve were chances for economic advancements. 

Lastly, the civil right movement was indeed a major step for blacks in the United States because it was about re-gaining political, social and economic rights stolen from them by local and federal governments and terrorist groups like the KKK. The passage of the Voter’s Registration Act in 1965 gave black the opportunity to vote . Brown verse the Board of education of Topeka allowed black to gain access to equal education a tool necessary to start a business. In summary many of these instances in American history changed the climate for which blacks could operate, but deterred may blacks as well. 
Catalyst in economic development:  

For the purpose of this paper, a catalyst is defined an important instance that will generate gradual development and positive results. When dealing with economic development, the catalyst does not immediately produce results, but with a single part it could spark an entire revolution of change. Like any business just beginning, there are always obstacles to be encountered, and occurrences that might stigmatize a person success, but the entrepreneur or the individual pursuing the business will find solutions to rise above. Thus I term these solutions as catalysts because of possibility for it to spark development 
Investing in type of business firm at different stages of its development can be risky because the investor seeks a rather decent market return, but what happens when you encounter a prolonged stigmatization of failure proven by countless number of data an  statistics exhibiting poor performance, the lowest success rate or  sustainability. Questions need to seriously asked, whether investing or helping with potential growth could yield a high rate of success if given the opportunity, perhaps a change in industry. 

Black-owned firms often have low success and sustainability rate for  its five years, lack of education training and materials, the concentration of certain industries rather than broad industries. 
For a city hypothesizing about considering a business as a catalyst for local economic development it will require the city to see how the plan fit into the overall economic goals of the city, to prevent expenditure of more resources and it give the city a personal approach in see how it works for the community.  

In the February 4th, 2007 Sunday publication of the Press and Sun Bulletin, A story by writer My-Ly Nguyen entitled “ Black-owned business carve a niche: Many struggle to overcome financial, social obstacles” appeared on the front page. The title caught my attention, because it showed that their was lack of diversity in ownership of business in the Binghamton area. Although black-owned firms have growth substantially with New York possessing the most, the Binghamton area is left out of the growth. The numbers were so low according the U.S Census Bureau censored local estimates in its most recent survey because publication standards were not met. 
 Binghamton lack in diversity especially considering  its proximity to two major cities, Syracuse and New York City. Three businesses at different stages were interviewed, all of which are based in service industry. Kristi Potter, who owned Klassy Nails since 1994 Michelle Hawkin who recently opened Envy You salon and Mrs, Hawkins husband Kenneth who is the co-owner of a barbershop entitled NY-Styles Barbershop. Nguyen explained that these businesses are one of few to have opened businesses and kept them opened locally according to Census records” Additionally each of them explained that most started with their own funds and are proud of it. Though they could have applied for a loan, perhaps intimidation of failure and rejection overwhelmed them. Although New York posses the highest black firms with 129,000 according to the 2002 census bureau with a increase of about 50 percent over the next five years, Binghamton area are not send. 
For a local community, such as Binghamton which was once a thrive upstate area with large defense manufacturers, IBM and Endicott-Johnson Shoemaking factories, the city  now struggles with what to do about building up its local economy.  In a study done by Professor Steve Rogers from Kellogg School of Management at Northwestern University, he concluded minority or black owned firms generated more jobs. He makes the comparison that white-owned companies that was located within a predominantly white community had a hire rate of 15percent whereas a black-owned business located within that same neighborhood hires 75 percent minorities. Rogers concluded that investing in one type of racial group will not just benefit that community; rather it will benefit the nation. “"America is stronger when all of its citizens are employed” 

Blacks have the highest rate of unemployment at around 40.4 percent in the city of Binghamton since the last census in 2002 This Rogers would agree that black-owned business will not only created more opportunities for minority employment but help to strength a class in society that is often neglected. Richard Florida stated “talented members of racial and ethnic minorities … express their desire to leave a city at a rate far greater than their white male counterparts. So do creative people from all walk of life” Investing in talented and creative people from different backgrounds the city will retain these students in the Binghamton area, but provides opportunities for them to create viable business that with the help of the city with viable market-returns in revenue but also help establish thriving communities because that will attract others to stay and live in Binghamton. Florida stated the creative people seek both a social and professional atmosphere that is diverse, thus opening black-owned business it spur the seeds of diversity for which Binghamton is not even one of the top 15 cities in the state with a high rate of diversity.  
The city of Binghamton has set out eight point of economic development that it hopes and wants to achieve; investing in black-owned business in heavier services industries such as insurance, construction, real estate, won’t just benefit blacks but all citizens. 

Black-owned business can significantly impact Binghamton current state of economic development examine the eight goals that the city has set out to accomplish eight point 
   
• Strengthen the quality of life in Binghamton’s neighborhoods; 
• Preserve and develop decent, safe and affordable housing opportunities and increase homeownership; 
• Maintain and improve the vitality of the Downtown and neighborhood business districts; 
• Encourage a thriving and sustainable small business sector; 
• Foster job growth, employment, and entrepreneurial opportunities; 
• Increase civic engagement and citizen participation, especially among Binghamton’s youth; 
• Support the delivery of efficient and vibrant community services; and 
• Revitalize Binghamton’s use of the rivers and waterfront areas. 

Minority and women owned business can definitely fit into the city plan for economic development, if each point is taken separately  One, the city seeks to encourage a thriving and sustainable small business sector, black-owned business have tended to be predominantly small businesses which are financed by either by personal savings and family connections and less by large financial institutions. Thus the city could help in alleviating this burden by perhaps providing avenues by which black-owned business could probably receives subsides on rents so then the can “maintain and improve the vitality of the Downtown and neighborhood business districts” A majority of visible black-owned business are not located within the downtown area, except a few eateries , by placing perhaps investing in a real  estate office, people who are looking for housing down-town would go to that real-estate agent first.  Binghamton is known as the judicial seat of Broome country, but at one point it was also a thriving economic capital with three major department stores and a large industrial and manufacturing centre at the confluence to two rivers, however it is now a city that is dominated with eclectic mix of small business and firms and less of the hustle and bustle of its earlier times. Thus creating niches by which black-owned firms  can also partake in Binghamton return to vitality of bring diversity to the area, which could potential increase civil engagement especially of Binghamton youth, who for the underclass minorities often feel left out.. Additionally, with the new school College of Community and Public Affairs, it will bring students to the downtown area seeing comforts that are close to home.. The city of Binghamton  also suffer from  a loss of population and a sustain ally large aging population but a very afford system of housing, creating a market to support small business will increase individuals desire to want to settle within the Binghamton area, and increase homeownership and support “ the delivery of efficient and vibrant community services, because homeowners will demand more services when they are paying taxes in the city 

In data collected by Business Week , the data illustrates that since 2002, there has been a drastic increase over a six-year period of revenues generated by black-owned business. 

Part III: Implications

Solutions: 

The prospect of growth of black-owned business is promising considering incremental increase in growth and development since the 1992 to current census year of 2002. It has grown almost 65 percent, this suggest potential exist for development and success. This growth can be accomplished in numerous ways, but for this paper we are only considering three major choices. One, the city, black-business and financial institutions need to create partnerships with each other with three main objectives. One, discussing how-to alleviate some obstacles faced by local business and how each of the other can help, or how all the organization can help each other. Second, creating a fund for venture capital that all members have access to it, but the decision to use  it should be decided together. Thirdly, the partnership set an example for other city, struggling with the same dilemma can look at it as a point of reference.  
Secondly, the city should considering building the diversity of the city because it will attract minority individuals from the creative class since according to Florida they are more like to leave an area. Diversity is an asset to any city, town or village, however is the most underrated asset for a set to invest in it. Diversity can either build a community or hurt considered how it is arranged and planned. 

A state should look to focus on the local projections daily  to make future predictions about the market now and in the future. Looking at the trends also forecast what industries yield the higher return.    

Lastly, during this period blacks were branching beyond just service industries they were entering banking and insurance industries because of rejection from their white counterparts in the same areas of business, blacks started to service their own people through creating credit union, banks, and built loan associations which measure success based on permanence  and profit. 


Both Covert and overt discrimination and racism still plague the black society daily especially in economic interactions which create limitations in gaining access to financial resources.  . Black had definitely done well to transcend foundations of injustice and gain success in corporate America by becoming top CEOs in corporate America, billionaires, partners in firms and even the most innovative entrepreneurs. 


