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INTRODUCTION

On September 6, 2007, the Committee on Small Business, chaired by Council Member David Yassky, and the Committee on Technology in Government, chaired by Council Member Gale Brewer, will hold an oversight hearing entitled: “Mom and Pop Stores: Easing Their Struggles Through Better Government and Technology Services.”  Those invited to testify include the New York City Department of Small Business Services (SBS), various Business Improvement Districts (BIDs), various chambers of commerce, technology experts and other small business advocates.  

BACKGROUND


There are approximately 186,000 mom and pop businesses located within the City.
 These stores usually represent patronized stores that are small or micro-businesses and are family-owned and family-operated or owned by a sole proprietor.
 In addition to bringing market-driven necessities to neighborhoods, mom and pop stores also bring a sense of community and togetherness to local neighborhoods. 


According to the Center for an Urban Future, the current global corporate economy, which relies heavily on foreign outsourcing and corporate mergers, will actually enable mom and pop stores and other small businesses to become more prominent in fueling economic growth in New York City.
 Specifically, the Center for an Urban Future maintains that this type of economy leads to a decrease in the overall domestic workforce in various industries outside of the retail sector, thereby leaving a larger percentage of the workforce available for jobs that cannot be outsourced, like those in the neighborhood shops.  According to the United States Small Business Administration, small firms generate 75 percent of all new jobs in the country, and New York City reflects a similar trend.

New Challenges for Mom and Pop Stores


In addition to conventional everyday business-related challenges such as under-capitalization, marketing and employee recruitment, mom and pop stores are facing newer and harder challenges in New York City.


According to testimony received at the New York City Council’s Small Business Committee Hearing on January 24, 2007, rising property taxes is one of the most burdensome issues faced by small business owners.  For example, Ms. Chelsea Mauldin, Executive Director of the Montague Street Business Improvement District, testified that even the most successful small business owners cannot increase their revenue at a rate equal to increases in their property taxes.
  The City has made efforts to assist S-corporations and unincorporated businesses, including tax relief.  However, many small retail businesses, including mom and pop stores, are not able to qualify for such benefits because they are generally designed to help independent workers and large-scale commercial businesses.  


Other major struggles faced by mom and pop stores are related to external and environmental factors, such as development projects.  For example, on Willoughby Street in Brooklyn, the efforts of a public-private collaboration called the Downtown Brooklyn Partnership led to the building of a $208 million mixed-use redevelopment site, displacing over 20 business owners.
 Local community-based nonprofits, such as the Families United for Racial and Economic Equality (FUREE), are attempting to assist the struggling mom and pop stores in this area by mobilizing them and voicing their challenges.

An increase in immigrant entrepreneurs in the City has also given rise to unique challenges for such mom and pop store owners, including problems such as unfamiliarity with domestic and urban business regulations; limited financial literacy; lack of credit history; and language barriers.
  Moreover, according to the Center for an Urban Future, immigrant mom and pop store owners also tend to receive more government fines, such as “dirty sidewalks” and “failure to clean 18 inches into the street” due to the lack of understanding of the City regulations and ordinance.
  

ANALYSIS

Current Government Aid


The State and City currently operate numerous programs and tax credits intended to provide aid to various types of businesses, though none are specifically targeted to problems faced by small neighborhood retailers.  These mom and pop stores face problems similar to other small businesses such as high rents and competitive disadvantages due to their limited amount of resources and capital, but receive little financial assistance as they currently cannot quality for many of the programs and tax credits offered by the City and State.   Some of these credits and programs include:

· The Commercial Expansion Program (CEP), which offers real estate tax abatements for commercial office or industrial space in Manhattan for properties north of 96th Street or in Brooklyn, Queens, the Bronx or Staten Island.  In order to be eligible for CEP, the lease on the premises must meet minimum lease requirements of three, five or ten years, depending on the physical size of the business.  More specifically, a landlord is obligated to meet minimum expenditure requirements of $2.50 or $25 dollars per square foot (depending on the size of the business) to improve the eligible premises.

· The Industrial and Commercial Incentive Program (ICIP), which provides tax benefits and abatements on real estate property taxes for renovated and newly constructed commercial and industrial buildings.

· The Industrial Development Agency (IDA), which issues tax exempt bonds to help foster the growth of the commercial and industrial businesses in New York City.

· The Relocation and Employment Assistance Program (REAP), which helps qualified businesses relocate into New York City or from Manhattan below 96th Street to any other area of the City by providing a 12-year annual tax credit.

· Industrial Business Zone (IBZ) Relocation Credit provides a one-time tax credit for manufacturing firms moving into IBZs.

· The New York State Empire Zones Benefits provides tax credits for businesses to locate in “economically distressed areas.”

In addition to offering these credits and programs, New York City, through SBS, runs the NYC Business Solutions program, which is devoted to the purpose of making it easier to operate a small business in the City.  NYC Business Solutions was launched in September 2004 in an effort to establish satellite business service centers in each of the five boroughs. Through the program, SBS partners with various non-profit and private entities, which in turn run Business Solution Centers that interact directly with existing local businesses and prospective businesses.
 The current Business Solutions partners include the Brooklyn Chamber of Commerce; the Bronx Overall Economic Development Corporation (BOEDC); Grant Associates; the Science Industry and Business Library (SIBL); the Structured Employment Economic Development Corporation (SEEDCO); the Small Business Development Center at the College of Staten Island; the Staten Island Economic Development Corporation (SEIDC); and the Wildcat Service Corporation.
 


The Business Solutions Center at the Brooklyn Chamber of Commerce highlights the various services that can be offered to local businesses.  This center offers classes on various topics, such as starting a business, obtaining government contracts, obtaining financing and computer skills.  In general, all of the centers make referrals, coordinate SBS services and assist small businesses in addressing unresolved problems they may be having with City, State and Federal agencies or with utility companies.
 Additionally, these centers help identify government procurement opportunities for businesses and assist interested businesses in assessing the possibilities of franchising as a business model, including reviewing the roles of the franchisor and franchisee, suggesting what to consider before purchasing a franchise and providing guidelines for the franchisor.
  The centers also administer programs that help small businesses access the financing they need.
 


SBS is also in the process of improving the “Business Express” website, which is intended to expand the online services available to small businesses.  Business Express, which runs in coordination with the Department of Information Technology and Telecommunications (DOITT), allows small business owners to set up personal accounts and get the information necessary to start and grow their businesses, access incentives and secure necessary permits and/or licenses from different government agencies at the same time.
 While the Business Express program is currently operating and is accessible on the SBS website, it currently only provides information for those who are looking to start a business based in the restaurant industry.

In addition to Business Express, SBS, according to a 2006 press release, will also launch a free website where new businesses can obtain information about available real estate.  The site would allow interested businesses to find a comprehensive inventory of available industrial and retail spaces within the five boroughs, along with demographic, business, mapping and incentives data.
 The site would also allow businesses to list and locate available properties and obtain demographic and incentive information specifically by neighborhood or property.
 The Committees will examine the status of this project at the hearing. 
The Need for Technology and Broadband Services

Over the years, technology has become a basic requirement for small businesses desiring to compete in today’s economy.  To operate effectively and profitably, most small businesses must make technology a major part of their business.  There are currently about 20 million potential technology users working for small businesses throughout the United States.
 Technology allows businesses to better control payroll and document retention, communicate and share files quickly and easily with partners and customers via e-mail and the Web, and improve marketing efforts by reaching a larger pool of customers.
  In addition, a strong technology infrastructure is crucial for attracting businesses to an area, as well as highly educated, creative professionals who help drive economic growth.
  However, purchasing and supporting hardware and software while also maintaining networks and websites can be nearly impossible for a small company.
 According to some experts, in order to fully adopt the technology solutions that will help push their business forward, small businesses need both the knowledge and funds to support and maintain infrastructure, as well as a fast and affordable broadband connection.
  

Broadband is now at or near the top of “must-haves” for most businesses.  Due to the enormous investment in broadband technology, combined with the development of robust software to help computers and people communicate and share information, it is now possible to work from virtually anywhere.
 Broadband enables small businesses to develop and grow while at the same time becoming more efficient and cutting costs.
  Businesses become more productive because they can communicate faster with customers through the use of VoIP and video-conferencing capabilities.
  Finally, broadband can also help companies save on travel expenses through telecommuting programs.

Additional State Small Business Program Models 


Outside of New York, there exist numerous examples of local and state governments using their resources to create technology-based programs specifically targeted to help the small business sector.  For example, in 2003, Utah launched the OneStop Business Registration System, which is the “first e-government service of its kind to integrate federal, state and local government business processes into a single, seamless process.”
  Through the website, businesses can register and initiate permit processes with the IRS, five state agencies, and three cities within the state.
  The OneStop also allows businesses to complete registrations over the Internet or save information to complete at a later time.


In February 2007, Missouri launched the Missouri Business Portal, a new website that helps residents start their own small business through a one-stop access point that permits businesses to interact with government agencies.  The portal contains a “Research” section with information for entrepreneurs, a “Register” section that guides owners through the state and local requirements for registering new businesses, a “Maintain” section with information including taxes and employee issues and a “Resources” section that “helps businesses maintain growth by providing access to information about raising capital, market development, employee concerns, and environmental compliance.”
  


Chicago also has an online business resource called BizConnection, which is designed to help small businesses succeed.  The website provides answers to common questions and customized resource listings.
  Users can complete questionnaires regarding their business goals or needs and the site will produce a list of contacts and information to help them navigate the process of starting and maintaining a business.
     

CONCLUSION


At this hearing, the Committees will examine the issues that hinder the development of mom and pop businesses, as well as how the City can use its resources to help place these businesses on a stronger competitive foundation.
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