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SMALL BUSINESS AND ECONOMIC 
DEVELOPMENT'IN THE NEGRO COMMUNITY 

By 
Andrew F . 3 r immer 

I g r e a t l y a p p r e c i a t e t h e o p p o r t u n i t y t o sha re w i t h t he S e l e c t 

Commit tee on S m a l l B u s i n e s s my v i e w s on t h e " r o l e o f s m a l l b u s i n e s s i n 

m i n o r i t y economic d e v e l o p m e n t . " I n r e s p o n d i n g t o t h e i n v i t a t i o n t o 

t e s t i f y , i t o c c u r r e d t o me t h a t I m i g h t be a b l e t o make a modest c o n t r i b u -

t i o n t o t h e s e h e a r i n g s t h r o u g h an a p p r a i s a l o f t h e p r o s p e c t s f o r m i n o r i t y 

g r o u p s i n b u s i n e s s , based on an economic a n a l y s i s o f t h e m a r k e t i n w h i c h 

Negro bus inessmen a re a t t e m p t i n g t o o p e r a t e p r o f i t - m a k i n g e n t e r p r i s e s i n 

t h e U n i t e d S t a t e s t o d a y . Thus , my e f f o r t s c o n s i s t o f an o b j e c t i v e 

e x a m i n a t i o n i n w h i c h I s e t a s i d e q u e s t i o n s r e l a t i n g t o noneconomic g o a l s 

( such as e n h a n c i n g p r i d e o f o w n e r s h i p ) w h i c h o t h e r o b s e r v e r s may f i n d i t 

w o r t h w h i l e t o p u r s u e . 

On t h e b a s i s o f my a n a l y s i s o f t h e economic e v i d e n c e , I have 

c o n c l u d e d t h a t we s h o u l d be e x t r e m e l y c a u t i o u s i n e n c o u r a g i n g Negroes t o 

seek c a r e e r s as s e l f - e m p l o y e d , s m a l l bus inessmen . T h i s i s e s p e c i a l l y 

t r u e i f t h e e x p e c t a t i o n o f success i s based on t h e a s s u m p t i o n t h a t such 

a b u s i n e s s can be c o n d u c t e d i n a s e p a r a t e , a l l - b l a c k e n v i r o n m e n t , p r o t e c t e d 

f r o m t h e c o m p e t i t i o n o f f i r m s d o i n g b u s i n e s s i n a n a t i o n w i d e m a r k e t . I n 

g e n e r a l , i f one w i s h e s t o r e s t r i c t h i s e f f o r t s t o s m a l l - s c a l e n e i g h b o r h o o d 

r e t a i l i n g and t h e p r o v i s i o n o f r e l a t i v e l y s i m p l e p e r s o n a l s e r v i c e s , i t i s 

q u i t e p o s s i b l e t h a t he can e a r n a l i v i n g - - a l t h o u g h i t i s l i k e l y t o be 
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a modest one. However , i f t h e d e s i r e i s t o engage i n m a n u f a c t u r i n g , 

c o n s t r u c t i o n , t r a n s p o r t a t i o n o r w h o l e s a l e t r a d e , t h e p r o s p e c t s o f success 

appear t o be e x t r e m e l y d im - - i f t h e f i r m ' s o u t p u t i s t o be s o l d m a i n l y 

i n t h e l i m i t e d m a r k e t p r o v i d e d by t h e Negro commun i t y . Between t h e s e 

e x t r e m e s , t h e o u t l o o k f o r s u c c e s s f u l o p e r a t i o n becomes l e s s - a n d - l e s s 

p r o m i s i n g as t h e s c a l e and t e c h n i c a l s o p h i s t i c a t i o n o f t h e e n t e r p r i s e 

i n c r e a s e . 

Economic I m p a c t o f S e g r e g a t i o n and D e s e g r e g a t i o n 

B e f o r e p r o c e e d i n g f u r t h e r w i t h t h i s assessment o f t h e p r o s p e c t s 

f o r Negroes i n s m a l l b u s i n e s s , we s h o u l d pause b r i e f l y t o r e v i e w t h e 

consequences o f economic s e p a r a t i s m w h i c h r e s u l t e d as an h i s t o r i c a l l e g a c y 

o f r a c i a l d i s c r i m i n a t i o n aad s e g r e g a t i o n and t h e l a t e r consequences when 

some o f t h e s e b a r r i e r s were removed. I n g e n e r a l , t h e e f f e c t s were s i m i l a r 

t o t h o s e p roduced i n i n t e r n a t i o n a l t r a d e when a h i g h t a r i f f w a l l i s e r e c t e d 

be tween two c o u n t r i e s . S e p a r a t e m a r k e t s p r e v a i l i n t h e two a reas f o r i t e m s 

s u b j e c t t o t a r i f f c o n t r o l . Fo r t h e Negro communi ty i n t h e U n i t e d S t a t e s , 

t h e g r e a t e s t b a r r i e r imposed by s e g r e g a t i o n was n o t i n t h e m a r k e t f o r goods - -

t o w h i c h t h e y g e n e r a l l y had r e l a t i v e l y open access - - b u t i n t h e m a r k e t 

f o r p e r s o n a l s e r v i c e s , such as b a r b e r and b e a u t y shops and f u n e r a l s e r v i c e s . 

C o n s e q u e n t l y , a p r o t e c t e d m a r k e t e v o l v e d f o r t he p r o v i s i o n o f t h e s e s e r v i c e s 

w i t h i n t he Negro commun i t y . 

M o r e o v e r , as one w o u l d e x p e c t , t h i s w a l l o f p r o t e c t i o n p r o v i d e d 

i n c e n t i v e s f o r Negro p r o f e s s i o n a l s and e n t r e p r e n e u r s who began t o s p e c i a l i z e 

i n a c t i v i t i e s s e r v i c i n g t h e Negro commun i t y . Negro p r o f e s s i o n a l s were 
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h i g h l y c o n c e n t r a t e d i n f i e l d s such as m e d i c i n e , e d u c a t i b n , and r e l i g i o n - -

a l l hampered by s e g r e g a t i o n - - b u t a l l o f w h i c h a l s o p r o v i d e d a p r o t e c t e d 

m a r k e t . I n o c c u p a t i o n s w h i c h were dependen t upon u n p r o t e c t e d n a t i o n a l 

m a r k e t s , Negroes were c o n s p i c i o u s l y a b s e n t . Fo r examp le , i n 1960 (the 

l a s t y e a r f o r w h i c h we have d e t a i l e d i n f o r m a t i o n ) e n g i n e e r s , s c i e n t i s t s , 

and t e c h n i c i a n s c o m p r i s e d o n l y 3 . 8 pe r c e n t o f a l l Negroes c l a s s i f i e d as 

p r o f e s s i o n a l , t e c h n i c a l , and m a n a g e r i a l ; t h e c o r r e s p o n d i n g f i g u r e f o r 

w h i t e s was 1 0 . 5 p e r c e n t . The f r a c t i o n o f Negro p r o f e s s i o n a l s who were 

a r c h i t e c t s was l e s s t h a n o n e - f i f t h t h e f r a c t i o n f o r w h i t e s . C l e a r l y 

Negro p r o f e s s i o n a l s were c o n c e n t r a t i n g on s e r v i c i n g t h e Negro commun i t y . 

I n b u s i n e s s t h e same p a t t e r n p r e v a i l e d . Negroes were c o n c e n t r a t e d 

i n e n t e r p r i s e s s e r v i c i n g t h e p r o t e c t e d Negro m a r k e t . L i f e i n s u r a n c e 

p r o v i d e s p r o b a b l y t h e b e s t examp le . F o r y e a r s , t h e m a j o r l i f e i n s u r a n c e 

companies e i t h e r d i d n o t s e l l p o l i c i e s t o Negroes o r d i d so on t h e b a s i s 

o f d i f f e r e n t a c t u a r i a l t a b l e s w h i c h g r e a t l y i n c r e a s e d t h e c o s t o f p r o t e c -

t i o n t o Negroes . The r e s u l t was t h e c r e a t i o n o f an e n v i r o n m e n t where 

Negro l i f e i n s u r a n c e companies were a b l e t o grow and p r o s p e r . I n 

e n t e r p r i s e s t h a t s o l d t o a more g e n e r a l p u b l i c , such as ha rdware and 

d e p a r t m e n t s t o r e s , Negroes have n o t made much headway. 

The r e c e n t p r o g r e s s t o w a r d d e s e g r e g a t i o n i n t h e U n i t e d S t a t e s 

( s y m b o l i z e d by t h e o p e n i n g o f p u b l i c accommodat ions) has e r o d e d t h e 

p o s i t i o n o f many Negro bus inessmen who were dependen t upon s e g r e g a t i o n 

t o p r o t e c t t h e i r m a r k e t s . Fo r i n s t a n c e , i n many l a r g e c i t i e s i n t h e E a s t 

and M i d w e s t , most o f t h e h o t e l s and r e s t a u r a n t s w h i c h p r e v i o u s l y c a t e r e d 
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t o Negroes have e n c o u n t e r e d h a r d t i m e s , and a few have a c t u a l l y c l o s e d 

t h e i r d o o r s . 

The t r e n d t o w a r d s d e s e g r e g a t i o n i n A m e r i c a n l i f e has i n f l u e n c e d 

t h e Negro bus inessman i n a n o t h e r i m p o r t a n t manner . No t o n l y have many o f 

h i s t r a d i t i o n a l c u s t o m e r s d e s e r t e d h i m t o shop i n t h e more d i v e r s e s t o r e s 

s e r v i n g n a t i o n a l m a r k e t s b u t he hss a l s o e n c o u n t e r e d an i n c r e a s i n g 

c o m p e t i t i o n f o r h i s t r a d i t i o n a l s u p p l y o f l a b o r . L a r g e n a t i o n a l c o r p o r a -

t i o n s f o r some t i m e have been a c t i v e l y r e c r u i t i n g Negro p e r s o n n e l . 

I n i t i a l l y t h e a im was t o h e l p m a r k e t t h e i r p r o d u c t s i n Negro a r e a s , b u t 

more r e c e n t l y t h e y have a l s o been s e e k i n g manpower f o r t h e i r o v e r a l l 

o p e r a t i o n s . Negro bus inessmen o p e r a t i n g f r o m much s m a l l e r economic bases 

a r e u n a b l e t o o f f e r c o m p e t i t i v e s a l a r i e s o r co t rmensura te o p p o r t u n i t i e s and 

a r e t h u s h a v i n g a g r e a t d e a l o f d i f f i c u l t y r e t a i n i n g q u a l i f i e d emp loyees . 

The a d v e r s e e f f e c t s o f t h e s e changes on Negro bus inessmen 

c o n c e n t r a t i n g i n t h o s e a c t i v i t i e s f o r m e r l y p r o t e c t e d by s e g r e g a t i o n i s 

q u i t e s t r i k i n g . T h i s can be seen most c l e a r l y i n t h e income t r e n d s among 

n o n w h i t e men d u r i n g t h e 1 9 6 0 f s . For examp le , be tween 1959 and 1967, mean 

income o f a l l s e l f - e m p l o y e d n o n w h i t e ma les r o s e by r o u g h l y 114 pe r c e n t 

t o abou t $ 7 , 2 0 0 ; among a l l s e l f - e m p l o y e d w h i t e men, t h e r i s e was o n l y 

44 p e r c e n t t o a p p r o x i m a t e l y $ 8 , 5 0 0 . I n s h a r p c o n t r a s t , income g a i n s 

f o r s e l f - e m p l o y e d r e t a i l m e r c h a n t s were much s m a l l e r f o r b o t h g r o u p s 

(39 pe r c e n t t o a b o u t $ 7 , 4 0 0 f o r w h i t e s and 28 pe r c e n t t o a b o u t $4 ,500 

f o r n o n w h i t e s ) . 

E x p r e s s e d d i f f e r e n t l y , i n 1959, ave rage incomes o f b o t h w h i t e 

and n o n w h i t e r e t a i l m e r c h a n t s were w e l l above t h e ave rage incomes o f a l l 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 5 -

employed men (13 p e r c e n t above a l l w h i t e s f o r w h i t e r e t a i l e r s and 28 

pe r c e n t above a l l n o n w h i t e s f o r n o n w h i t e r e t a i l e r s ) . By 1967, howeve r , 

t h e ave rages f o r s e l f - e m p l o y e d r e t a i l me rchan t s showed s m a l l e r r i s e s and 

were b e l o w t h e ave rages f o r a l l employed men — 9 pe r c e n t b e l o w a l l 

w h i t e s f o r w h i t e r e t a i l e r s and 12 p e r c e n t b e l o w a l l n o n w h i t e s f o r non-

w h i t e r e t a i l e r s . 

Economic E n v i r o n m e n t o f Negro B u s i n e s s 

The l e g a c y o f r a c i a l s e g r e g a t i o n i s i m p o r t a n t because i t has 

shaped t h e economic e n v i r o n m e n t i n w h i c h Negro bus inessmen a r e c u r r e n t l y 

o p e r a t i n g - - and i n w h i c h t h e y a re l i k e l y t o o p e r a t e f o r some t i m e . The 

m a i n economic c h a r a c t e r i s t i c s o f t h e Negro communi ty a r e w i d e l y known 

and need n o t be r e v i e w e d i n d e t a i l h e r e . Fo r examp le , i n 1967, Negroes 

had a med ian f a m i l y income o f $4939 w h i c h was o n l y 59 pe r c e n t o f t h a t 

o f w h i t e f a m i l i e s . These income f i g u r e s a r e i m p o r t a n t because t h e y 

c l e a r l y p o i n t up t h e d i f f e r e n c e s i n p u r c h a s i n g power i n t h e two c o m m u n i t i e s - -

a m a t t e r o f f u n d a m e n t a l i m p o r t a n c e t o bus inessmen . However , when we 

examine t h e f i n a n c i a l a s s e t s and l i a b i l i t i e s o f Negroes compared w i t h 

o t h e r f a m i l i e s , t h e d i f f e r e n c e s i n m a r k e t p o t e n t i a l a re t h r o w n i n t o even 

s h a r p e r f o c u s . 

These d i f f e r e n c e s a re c l e a r l y marked i n T a b l e s 1 and 2 ( a t t a c h e d ) , 

w h i c h summar ize d a t a on a s s e t s and l i a b i l i t i e s f r o m t h e Su rvey o f Consumer 

F i n a n c e s c o n d u c t e d by t h e Su rvey Research C e n t e r a t t h e U n i v e r s i t y o f 

M i c h i g a n . The o w n e r s h i p o f f i n a n c i a l a s s e t s i s p r e s e n t e d i n T a b l e 1. 

As m e n t i o n e d e a r l i e r , Negro l i f e i n s u r a n c e companies emerged as a r esponse 

t o t h e f a i l u r e o f w h i t e l i f e i n s u r a n c e companies t o s e r v e t h e Negro m a r k e t . 
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The r e s u l t o f t h i s s e g r e g a t e d m a r k e t i s t h a t Negroes a t a l l l e v e l s o f 

income appear t o have a s l i g h t l y h i g h e r p r o b a b i l i t y o f h o l d i n g l i f e 

i n s u r a n c e t h a n w h i t e s . The p i c t u r e on o t h e r f i n a n c i a l a s s e t s i s q u i t e 

d i f f e r e n t . Negroes a t v i r t u a l l y a l l l e v e l s o f income a r e l e s s l i k e l y 

t o have s a v i n g s a c c o u n t s o r s t o c k s . The l o n e e x c e p t i o n appears i n t h e 

o v e r $ 1 0 , 0 0 0 income c l a s s where Negroes r e l y h e a v i l y on s a v i n g s a c c o u n t s 

b u t i n v e s t f a r l e s s f r e q u e n t l y i n s t o c k s . I n f a c t , a l t h o u g h n o t shown i n 

T a b l e 1 , t h e M i c h i g a n S u r v e y r e p o r t e d t h a t i n 1966 Negro f a m i l i e s o b t a i n e d 

o n l y 2 pe r c e n t ( v e r s u s 6 pe r c e n t f o r non -Neg ro f a m i l i e s ) o f t h e i r t o t a l 

money income f r o m d i v i d e n d s , r e n t , i n t e r e s t and t r u s t f u n d s . 

The mos t i m p o r t a n t d a t a i n T a b l e 1 a re f o r t h e income c a t e g o r i e s 

be tween $ 5 , 0 0 0 and $ 1 0 , 0 0 0 . These two c a t e g o r i e s c o n t a i n r o u g h l y 40 p e r 

c e n t o f a l l Negro f a m i l i e s , and i t i s t h i s r ange o f income w h i c h p r o v i d e s 

t h e b r o a d e s t f o u n d a t i o n s o f t h e Negro m a r k e t . The a s s e t d a t a f o r f a m i l i e s 

w i t h i n t h i s c r i t i c a l income r a n g e show t h a t Negroes have c o n s i d e r a b l y l e s s 

f i n a n c i a l a c c u m u l a t i o n t h a n w h i t e f a m i l i e s . T h i s f i n d i n g i m p l i e s t h a t 

t h e s e Negro f a m i l i e s w o u l d n o t be as good p o t e n t i a l consumers as t h e income 

f i g u r e s m i g h t s u g g e s t . 

The o t h e r s i d e o f t h e f i n a n c i a l p i c t u r e i s l i a b i l i t i e s . (See 

T a b l e 2 , a t t a c h e d ) One i s i m m e d i a t e l y s t r u c k by t h e f a c t t h a t Negroes a t 

a l l l e v e l s o f income a r e much more h e a v i l y bu rdened w i t h i n s t a l l m e n t d e b t . 

The repaymen t o f t h i s d e b t r e p r e s e n t s a s i z a b l e c l a i m on d i s p o s a b l e income 

and t h u s makes a Negro f a m i l y a p o o r e r p o t e n t i a l consumer f o r a d d i t i o n a l 

goods and s e r v i c e s t h a n a f a m i l y o f s i m i l i a r income who i s l e s s encumbered 
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by i n s t a l l m e n t d e b t payments . The case o f mor tgage d e b t i s a b i t more 

d i f f i c u l t t o a n a l y z e . The p r o b a b i l i t y o f home o w n e r s h i p r i s e s s u b s t a n t i a l l y 

w i t h income and i s h i g h e r a t a l l l e v e l s o f income f o r w h i t e s t h a n f o r 

Neg roes . A s i n g l e ( n o t f u l l y e x p l a i n e d ) e x c e p t i o n t o t h i s g e n e r a l t r e n d 

i s t h e h i g h t endency f o r Negro f a m i l i e s i n t h e l o w e s t income c a t e g o r y t o 

own homes. I n p a r t t h i s may r e f l e c t o l d e r r e t i r e d f a m i l i e s and i n p a r t 

i t may r e p r e s e n t i m p o v e r i s h e d r u r a l s o u t h e r n Negroes whose home o w n e r s h i p 

may be q u i t e m o d e s t . I n g e n e r a l , i t i s s a f e t o c o n c l u d e t h a t Negroes o f 

s i m i l a r income a r e n o t a c c u m u l a t i n g an e q u i t y p o s i t i o n i n h o u s i n g a t t he 

same r a t e as w h i t e f a m i l i e s . 

The t e n d e n c y t o owe mor tgage d e b t , howeve r , appears r o u g h l y 

e q u a l f o r Negroes and w h i t e s o f s i m i l a r income. S i n c e Negroes have a 

l e s s e r t e n d e n c y t o own a home a t a g i v e n l e v e l o f i ncome, t h i s s i m i l a r i t y 

i n t h e f r a c t i o n o f t h e t o t a l p o p u l a t i o n ow ing mor tgage d e b t s u g g e s t s 

c l e a r l y t h a t i f a Negro does own a home, t h e chances a re g r e a t e r t h a t he 

has a mo r tgage on i t t h a n f o r a w h i t e homeowner w i t h t he same income. 

These d a t a on t h e f i n a n c i a l a s s e t s and l i a b i l i t i e s shed new 

l i g h t on t h e economic a c h i e v e m e n t s o f Negro f a m i l i e s . These d a t a show 

t h a t Negro f a m i l i e s o f comparab le income have g r e a t e r l i a b i l i t i e s and 

f e w e r f i n a n c i a l a s s e t s t o meet t h e s e l i a b i l i t i e s t h a n w h i t e s . T h i s f i n d -

i n g s u g g e s t s t h a t t h e u s u a l l y o b s e r v e d d a t a on w h i t e - N e g r o income 

d i f f e r e n t i a l s a c t u a l l y u n d e r s t a t e d i f f e r e n c e s i n p u r c h a s i n g power , because 

t h e income f i g u r e s do n o t i n d i c a t e t he r e l a t i v e l y p o o r e r n e t f i n a n c i a l 

p o s i t i o n o f Negro f a m i l i e s . The f i g u r e s on a s s e t s and l i a b i l i t i e s 
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a c c e n t u a t e t h e p rob lems o f weak m a r k e t s f a c i n g bus inessmen who l i m i t 

t h e m s e l v e s t o t h e Negro commun i t y . 

The S t r u c t u r e o f Negro B u s i n e s s e s and t h e O u t l o o k f o r Economic Deve lopment 

H a v i n g h i g h l i g h t e d some o f t h e l i m i t a t i o n s i n h e r e n t i n t h e Negro 

m a r k e t , i t m i g h t be h e l p f u l t o see wha t t y p e s o f e n t e r p r i s e s have d e v e l o p e d 

i n t h i s e n v i r o n m e n t . Fo r t h i s p u r p o s e , o n l y f r a g m e n t a r y i n f o r m a t i o n i s 

a v a i l a b l e . One s o u r c e r e l a t e s t o Negro owned and o p e r a t e d b u s i n e s s e s i n 

W a s h i n g t o n , D. C . , i n 1967. (See T a b l e 3 a t t a c h e d . ) These d a t a show a 

heavy p r e p o n d e r a n c e i n t h e s e r v i c e a r e a . The d i s t r i b u t i o n o f b u s i n e s s e s 

w i t h i n each c a t e g o r y i s a l s o r e v e a l i n g : 

- Of t h e 1 ,249 b u s i n e s s e s s c l a s s i f i e d as s e r v i c e s , 
555 ( o r 44 p e r c e n t ) were b a r b e r shops , b e a u t y 
s a l o n s o r b e a u t y s c h o o l s , w h i l e 146 ( o r 12 p e r 
c e n t ) were d r y c l e a n i n g e s t a b l i s h m e n t s . 

- Of t h e 473 r e t a i l b u s i n e s s e s 240 ( o r 51 p e r c e n t ) 
were c a r r y o u t shops , d e l i c a t e s s e n s , g r o c e r y s t o r e s , 
o r r e s t a u r a n t s , t h e r e were o n l y 2 used c a r l o t s 
i n t h i s c a t e g o r y and no new c a r d e a l e r s . 

Of t h e 84 b u s i n e s s e s i n f i n a n c e , i n s u r a n c e , and 
r e a l e s t a t e , t h e r e were 2 b a n k s , 1 f i n a n c e 
company, 7 i n s u r a n c e compan ies , 1 t i t l e company, 
and 73 ( o r 87 pe r c e n t ) we re i n r e a l e s t a t e . 

- Of t h e 35 m a n u f a c t u r i n g compan ies , 28 ( o r 80 pe r 
c e n t ) we re newspaper p u b l i s h e r s , p r i n t e r s , o r s i g n 
shops . 

Thus , b u s i n e s s e s s i n t h e W a s h i n g t o n a r e a a re h i g h l y c o n c e n t r a t e d 

i n a reas such as b a r b e r shops , b e a u t y s a l o n s , and d r y c l e a n i n g e s t a b l i s h -

ments where Negroes a r e s e r v i c i n g Neg roes . 

However , a second - - and more i m p o r t a n t - - c o n c l u s i o n e m e r g i n g 

f r o m t h e s e d a t a i s t h a t t h e s e a re n o t t h e t y p e s o f e n t e r p r i s e s w h i c h can 

s e r v e as t h e m a i n s p r i n g s o f economic deve lopmen t i n t h e l o n g - r u n . 
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T h i s c o n c l u s i o n i s a l s o s t r o n g l y s u p p o r t e d by t h e r e s u l t s o f a 

s e v e n - c i t y s u r v e y o f Negro b u s i n e s s e s c o n d u c t e d by t h e N a t i o n a l B u s i n e s s 

League i n e a r l y 1969. (See T a b l e 4 a t t a c h e d . ) * Of t h e 564 b u s i n e s s e s 

r e p o r t e d i n t h e S u r v e y , 329 ( o r 58 p e r c e n t ) were c o n c e n t r a t e d i n s i x o u t 

o f s i x t y - s e v e n i n d u s t r y c a t e g o r i e s . These s i x c a t e g o r i e s c o r r e s p o n d 

c l o s e l y t o t h e l o c a l m a r k e t o r i e n t e d s e r v i c e o p e r a t i o n s i n W a s h i n g t o n , D . C . , 

d e s c r i b e d above . 

A c a r e f v l l o o k a t t h e employment p a t t e r n s w i t h i n t h e s p e c i f i c 

c a t e g o r i e s o f Negro b u s i n e s s i s u s e f u l . Of t h e 329 b u s i n e s s e s i n t h e 

s i x - i n d u s t r y g r o u p , 268 ( o r 82 p e r c e n t ) had f o u r o r l e s s emp loyees , w h i l e 

t h e c o r r e s p o n d i n g f i g u r e f o r t h e e n t i r e sample was n e a r l y as h i g h - - 80 

pe r c e n t . Thus , t h e s e s i x c a t e g o r i e s a r e a good r e p r e s e n t a t i o n o f emp loy -

ment p a t t e r n s f o r t h e e n t i r e samp le . The o b v i o u s c o n c l u s i o n f r o m t h e s e 

f i g u r e s a r e t h a t Negro b u s i n e s s e s a r e v e r y s m a l l , i n d e e d . 

The s m a l l s i z e o f t h e average Negro b u s i n e s s i s , i n p a r t , due 

t o a c o n c e n t r a t i o n i n t h e t y p e s o f e n t e r p r i s e s w h i c h a r e t r a d i t i o n a l l y 

q u i t e s m a l l . B a r b e r and b e a u t y shops a r e s m a l l o p e r a t i o n s , and i t i s no 

s u r p r i s e t h a t 92 ( o r 90 p e r c e n t ) o f t h e b a r b e r and b e a u t y shops had f o u r 

o r f e w e r emp loyees . What i s more d i s t r e s s i n g i s t h e t e n d e n c y f o r Negro 

b u s i n e s s e s t o be s m a l l i n o p e r a t i o n s w h i c h a r e n o t t r a d i t i o n a l l y s m a l l . 

The c a t e g o r y l a b e l e d g r o c e r y s t o r e s and s u p e r m a r k e t s i s a good examp le . 

Of t he 82 b u s i n e s s e s i n t h i s c a t e g o r y , 70 ( o r 85 pe r c e n t ) had f o u r o r 

* I am g r a t e f u l t o M r . B e r k e l e y B u r r e l l , P r e s i d e n t o f t he N a t i o n a l 
B u s i n e s s League , f o r p e r m i s s i o n t o use d a t a f r o m t h e u n p u b l i s h e d 
f i n d i n g s o f t h i s S u r v e y . 
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f e w e r emp loyees , and o n l y 1 had o v e r t w e n t y - o n e emp loyees . C l e a r l y t h e 

c a t e g o r y l a b e l e d g r o c e r y s t o r e s and s u p e r m a r k e t s r e f e r s t o v e r y s m a l l 

g r o c e r y s t o r e s s e r v i n g l i m i t e d m a r k e t s . 

Employment f i g u r e s p r e s e n t o n l y one d i m e n s i o n o f Negro b u s i n e s s e s , 

and more i n f o r m a t i o n i s p o s s i b l e t h r o u g h d a t a on income and p r o f i t s . (See 

T a b l e 5 a t t a c h e d . ) The income and p r o f i t f i g u r e s r e f l e c t t h e same g e n e r a l 

t r e n d s as t h e employment d a t a . Of t h e 329 f i r m s i n t h e s i x - i n d u s t r y g r o u p s , 

279 ( o r 85 p e r c e n t ) e x p e c t e d g r o s s income i n 1967 o f $ 2 0 , 0 0 0 o r l e s s , 

w h i l e 455 ( o r 81 p e r c e n t o f t he t o t a l sample) e x p e c t e d t o be i n t h i s r a n g e . 

F o r e s t i m a t e d n e t p r o f i t s , t h e p i c t u r e was e q u a l l y poo r - - w i t h 290 ( o r 

88 p e r c e n t o f t h e b u s i n e s s e s i n t h e s i x c a t e g o r i e s ) and 474 ( o r 81 pe r 

c e n t o f a l l b u s i n e s s e s ) - - e x p e c t i n g a n e t p r o f i t o f $ 5 , 0 0 0 o r l e s s . Of 

t h e 54 r e s t a u r a n t s i n t h e samp le , 49 ( o r 91 per c e n t ) e s t i m a t e d n e t p r o f i t s 

o f $ 5 , 0 0 0 o r l e s s and t h e r e m a i n i n g 5 a n t i c i p a t e d p r o f i t s o f be tween $ 5 , 0 0 0 

and $ 1 0 , 0 0 0 . 

C o n c l u d i n g Comments 

From t h i s a n a l y s i s , we can c o n c l u d e t h a t t he p r o s p e c t s f o r 

economic deve lopmen t t h r o u g h Negro owned b u s i n e s s e s dependen t upon t h e t y p e 

o f i n f r a s t r u c t u r e d i s c u s s e d above a re n o t v e r y e n c o u r a g i n g . The a s s e t and 

l i a b i l i t y d a t a p r e s e n t e d above r e i n f o r c e t h e a l r e a d y f a m i l i a r income 

s t a t i s t i c s , and t o g e t h e r t h e y show c l e a r l y t h a t t he Negro m a r k e t i s by 

no means a s t r o n g one . C o n s e q u e n t l y , e n t r e p r e n e u r s who l i m i t t h e m s e l v e s 

t o t h e s e m a r k e t s w i l l be d e n i e d t h e economies o f s c a l e w h i c h a re a p r e -

c o n d i t i o n o f l o n g - r u n economic d e v e l o p m e n t . The s a m l l f i r m s spawned by 
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t h e se m a r k e t s o f f e r a l i m i t e d p o t e n t i a l f o r an e x p a n s i o n i n t h e t o t a l 

number o f j o b o p p o r t u n i t i e s . The h i g h c o n c e n t r a t i o n o f t h e s e f i r m s i n 

s e r v i c e a reas does n o t p r o v i d e a m a r g i n o f p r o f i t l a r g e enough f o r t he 

a c c u m m u l a t i o n o f new c a p i t a l , and i t i n h i b i t s t h e deve lopmen t o f t h e 

t y p e s o f s k i l l s needed t o compete s u c c e s s f u l l y f o r e x e c u t i v e p o s i t i o n s 

i n l a r g e c o r p o r a t i o n s o p e r a t i n g i n a modern h i g h t e c h n o l o g y economy. 

As m e n t i o n e d a t t h e o u t s e t , my p u r p o s e i n t e s t i f y i n g t o d a y i s 

n o t t o demean s m a l l b u s i n e s s e s w h i c h I f e e l do o f f e r modes t o p p o r t u n i t i e s 

f o r some p o t e n t i a l Negro e n t r e p r e n e u r s . R a t h e r , my pu rpose has been t o 

p o i n t o u t some o f t h e s e r i o u s economic p i t f a l l s o f a s t r a t e g y based upon 

s e p a r a t i s m and s e g r e g a t i o n . Economic s e p a r a t i s m has been t r i e d i n t h e 

p a s t , and i t has f a i l e d t o p r o v i d e g e n u i n e o p p o r t u n i t y f o r Negro b u s i n e s s -

men - - and i t c e r t a i n l y has f a i l e d t o p r o v i d e economic w e l l - b e i n g f o r 

o u r Negro p o p u l a t i o n . I am p e r s o n a l l y c o n v i n c e d t h a t t h e most p r o m i s i n g 

p a t h o f economic o p p o r t u n i t y f o r Negroes l i e s i n f u l l p a r t i c i p a t i o n i n 

an i n t e g r a t e d n a t i o n a l economy. T h i s h o l d s f o r Negroes who wan t t o be 

bus inessmen as w e l l as f o r e v e r y o n e e l s e . The soone r we r e c o g n i z e t h i s 

i m p o r t a n t l e s s o n f r o m t h e p a s t , t h e q u i c k e r we can s t a r t t o a t t a c k t h e 

r e a l o b s t a c l e s t o t h e N e g r o ' s economic p r o g r e s s i n t he U n i t e d S t a t e s . 
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T a b l e l 

FRACTION OF POPULATION HOLDING DIFFERENT 
FINANCIAL ASSETS, BY INCOME CLASS AND RACE, 1967 

Income 
C l a s s 

L i f e 
I n s u r a n c e 

S a v i n g s 
A c c o u n t s S t o c k s 

Income 
C l a s s Negro 

Non-
Negro 

Negro 
Non-

Ne^ ro 
Negro 

Non-
Negro 

Under $ 3 , 0 0 0 54 49 13 44 0 11 

$ 3 , 0 0 0 - 5 , 0 0 0 75 68 4 1 56 1 15 

$ 5 , 0 0 0 - 7 , 5 0 0 85 80 52 62 5 21 

$ 7 , 5 0 0 - 1 0 , 0 0 0 95 92 58 69 5 26 

Over $ 1 0 , 0 0 0 100 96 89 79 30 45 

T o t a l 73 80 38 64 4 26 

S o u r c e : S u r v e y Research C e n t e r , U n i v e r s i t y o f M i c h i g a n 
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T a b l e 2 

FRACTION OF POPULATION WITH DIFFERENT FINANCIAL L I A B I L I T I E S , 
BY INCOME CLASS AND RACE, 1967 

I n s t a l l m e n t Mo r tgage Deb t 
Income Debt Negro Non-Negro 
C l a s s 

Under $ 3 , 0 0 0 

$ 3 , 0 0 0 - 5 , 0 0 0 

$ 5 , 0 0 0 - 7 , 5 0 0 

$ 7 , 5 0 0 - 1 0 , 0 0 0 

Over $ 1 0 , 0 0 0 

T o t a l 

Negro 

49 

59 

84 

71 

93 

64 

Non-Negro 

19 

39 

52 

60 

53 

46 

Owners 

40 

29 

37 

50 

70 

40 

Debt 

10 

8 

25 

39 

66 

20 

Owners 

52 

54 

54 

68 

79 

63 

Debt 

8 

18 

27 

46 

55 

37 

S o u r c e : Su rvey Research C e n t e r , U n i v e r s i t y o f M i c h i g a n 
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T a b l e l 

D i s t r i b u t i o n o f Negro Owned and O p e r a t e d B u s i n e s s i n 
W a s h i n g t o n , D. C . , 1967 

Type o f B u s i n e s s Number Per Cent 

S e r v i c e s 1 ,249 6 0 . 5 
R e t a i l 473 22 .9 
C o n t r a c t C o n s t r u c t i o n 119 5 . 8 
T r a n s p o r t a t i o n 82 4 . 0 
F i n a n c e , I n s u r a n c e , and 

Rea l E s t a t e 84 4 . 1 
M a n u f a c t u r i n g 35 1 .7 
W h o l e s a l e 20 1 . 0 

T o t a l 2 , 0 6 2 100 .0 

S o u r c e : A D i r e c t o r y o f Negro-Owned and O p e r a t e d B u s i n e s s e s 
i n W a s h i n g t o n , D . C . , c o m p i l e d by S m a l l B u s i n e s s 
Gu idance and Deve lopment C e n t e r , Howard U n i v e r s i t y , 
1967 
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T a b l e 4 

DISTRIBUTION OF NEGRO OWNED ENTERPRISES BY NUMBER OF EMPLOYEES, 

N a t i o n a l B u s i n e s s League S u r v e y , 1969. 

C a t e g o r y o f B u s i n e s s 1 - 4 5 - 1 0 

Number 

11-20 

o f Empl 

21 -30 

oyees 

Over 30 T o t a l 

R e s t a u r a n t s 44 9 1 0 0 54 

Snack & 
C a r r y o u t s 9 4 0 0 0 13 

G r o c e r y and 
Supe rmarke ts 70 4 0 82 

S e r v i c e S t a t i o n and 
A u t o R e p a i r s 29 10 0 0 40 

L a u n d r y and 
D r y c l e a n i n g 24 8 3 2 38 

Beau ty and 
Ba rbe r Shops 92 8 2 0 0 102 

T o t a l i n S i x 
C a t e g o r i e s 268 46 11 2 2 329 

T o t a l , A l l 
Bus inesses 452 83 21 3 5 564 
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T a b l e l 

DISTRIBUTION OF NEGRO OWNED ENTERPRISES, BY SIZE OF ESTIMATED INCOME AND PROFIT, 1967 

N a t i o n a l B u s i n e s s League Survey 

E s t i m a t e d Gross Income E s t i m a t e d Ne t P r o f i t 

C a t e g o r y o f B u s i n e s s Under 20 20 -50 50-95 Over 95 T o t a l Under 5 5 - 1 0 10 -20 20 -30 Over 30 

R e s t a u r a n t s 48 4 1 1 54 49 5 0 0 0 

Snack and C a r r y o u t 11 1 1 0 13 13 0 0 0 0 

G r o c e r y and S u p e r m a r k e t s 62 10 2 8 82 75 4 2 1 0 

S e r v i c e S t a t i o n and 
A u t o R e p a i r s 31 4 3 2 40 31 5 4 0 0 

L a u n d r y and D r y c l e a n i n g 30 5 2 1 38 27 8 3 0 0 

Beau ty and B a r b e r Shops 97 3 0 2 102 95 6 1 0 0 

T o t a l i n S i x C a t e g o r i e s 279 27 9 14 329 290 28 10 1 0 

T o t a l , A l l B u s i n e s s e s 455 59 24 26 564 474 58 25 3 4 
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