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Introduction

On Friday December 14, 2007 at 1pm in the Committee Room, the Committees on Immigration and Small Business, chaired respectively by Council Members Kendall Stewart and David Yassky, will hold an oversight hearing on “Creating Greater Opportunities for Immigrant Entrepreneurs.” Those invited to testify include the Department of Small Business Services (SBS), the Mayor’s Office of Immigrant Affairs, small business advocates, immigration advocates, various chambers of commerce and other interested members of the community.

Background

Recent media reports on immigrants have focused primarily on the undocumented and on what a burden they are to the economy of this country.  Little attention is paid to immigrants’ contribution to the economy of this country and particularly to New York City.  However, immigrants, particularly those that have opened small businesses, have played a large role in the City’s economic growth.  This hearing will focus on contributions that immigrant entrepreneurs have made to the City.  This hearing will also highlight the special needs that immigrants have when opening and growing a business.  We hope to learn more of what those needs are and to learn what the City can do to address them and create a greater opportunity for success.

The Immigrant Entrepreneur in New York City

New York City is a city of immigrants.  As of the year 2000, approximately 36% of New Yorkers were foreign-born.
 Although immigrants make up a minority of City residents, they make up almost one half of all self-employed people in the City.
  With so many immigrants becoming small business owners, they are contributing not only to the City’s overall economic landscape but also revitalizing their neighborhoods and communities.


The high rate of self-employment for immigrants can be attributed to many factors.  Generally, people who are willing to leave their countries, families and way of life inherently have an enterprising spirit and are more willing to take the risks associated with entrepreneurship.  Furthermore, the skills and experience that immigrants bring to the City from their native countries often make owning a business a good option for them.  For immigrants who have higher levels of education or who were professionals in their native countries, starting a business allows them an escape from lower paying jobs that they might have taken due to language barriers or other reasons.  Small businesses are also a good option for immigrants who have little formal education and who work in low paying jobs that often do not provide a means for financial improvement.   Many see opening their own businesses as the only way for economic advancement.


Though entrepreneurship is high among immigrants, people from some countries tend to open small businesses more so than those from other countries.  According to results from the US Census in 2000, immigrants from countries with the highest percentage of self-employment in the City are: Syria (27.92%), Iran (23.63%), Greece (22.14%), Afghanistan (19.79%) and Korea (19.27%).
  The countries with the lowest percentage of self-employment are: Dominican Republic (8.67%), Nigeria (8.51%) and China (8.01%).
  

Even immigrants from countries with some of the lower rates of self-employment have made an impact on their communities: many neighborhoods have been transformed due to the businesses that they have established.  Neighborhood shopping districts all over the City have grown and are contributing to the City’s economic growth not only with contributions of tax revenues but also through the jobs that are created from these businesses.  For example, while the number of businesses grew by 9.6% in the City overall between 1994-2004, immigrant neighborhoods saw much larger increases.
  Flushing saw an increase of 54.6%; Sunset Park saw an increase of 47.3% and Sheepshead Bay/Brighton Beach saw an increase of 33.7% in the number of small businesses during the same years.
  Anyone who has been to Sunset Park can see the influence of Chinese immigrants on that community or the influence that the Indo-Carribean immigrants have had in Richmond Hill.  Many of these neighborhoods now created ethnic shopping districts.  These districts attract shoppers from the same countries.  The shoppers not only reside in the communities where the ethnic shopping district is located but they also live in the surrounding suburbs.   The suburban shoppers travel to these communities to shop for goods from their homelands.

In addition to transforming communities and attracting consumers from outside the City, the businesses established by immigrant entrepreneurs have created jobs in immigrant neighborhoods at a far higher rate than in the City overall.  For example, between 1994 and 2004, there was an increase of 6.9% in employment growth for the City.
  Immigrant neighborhoods have shown much higher increases in employment growth during the same time frame: Jackson Heights 27.9%; Sunset Park 27.9% and Sheepshead Bay/Brighton Beach 13.3%.
  Most importantly, in the post 9/11 era when the City lost jobs, these immigrant neighborhoods showed an increase in job creation.  For example, the Flushing/Murray Hill neighborhood showed an increase of 16.2% in job growth after 9/11, while Elmhurst showed an increase of 10.8% and Sunset Park showed an increase of 10.6%.

ANALYSIS 

Navigating through Government Regulation


One of the major issues faced by current and aspiring immigrant business is the difficulty in understanding and navigating all of the government regulations and licensing requirements that apply to their businesses.  According to a recent report by the Center for an Urban Future entitled, “A World of Opportunity,” navigating through the City’s complex rules and regulations often presents an insurmountable challenge to immigrant business owners.
  Many such business owners are often penalized for failing to comply with rules of which they were unaware, such as failing to apply for a proper permit or failing to pay a specific business tax.  Immigrant entrepreneurs may have difficulty understanding business financing and the complex tax structure. Which can often result in immigrant entrepreneurs unknowingly committing tax evasion.
 The major reasons behind these issues are the language and cultural barriers these persons face, particularly those who have only recently come to the U.S. 

SBS has numerous programs to help small business owners cope with various obstacles they encounter, though there are currently no programs devoted specifically to helping immigrant business owners or entrepreneurs.  One program, the NYC Business Solutions program, is devoted to 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 the Business Solution Centers.  These entities 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.
  The Committees look forward to learning more about the centers at today’s hearing and hope to assess how well the centers are serving the immigrant community.

In addition to the Business Solutions Centers, SBS has created an online program called “Business Express,” intended to help with this very issue.  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, however, SBS is in the process of expanding it to other industries.
  The Committees hope to learn the anticipated time frame for this project.

In addition to Business Express, SBS, according to a 2006 press release, also intended to 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 intend to examine the status of this project at the hearing. 

Financing and Capital


Another major obstacle for immigrant entrepreneurs is obtaining the necessary financing to run and start their businesses.  Because many immigrants do not have an extensive or positive credit history, obtaining traditional bank financing is extremely difficult.  As a result, these business owners often resort to obtaining microloans (small loans ranging from a few hundred dollars to $50,000) to meet their financial needs.  One of the largest microfinancers in the City is Accion New York.
  Since 1991, this organization has provided over $62 million in small loans to City entrepreneurs ranging from experienced restaurateurs to recent immigrants.
 Many other microlending organizations exist in the City including the Business Outreach Center (BOC).  The BOC provides access to flexible customized loans for small businesses and women, minority and immigrant entrepreneurs.
 Such loans include order based loans, which range from $300 to $25,000, to finance costs related to the purchase orders or costs incurred in order to fulfill contractual obligations, short-term loans, ranging from $300 to $25,000, with repayment terms shorter than one year and long-term loans that range from $1,000 to $25,000, with repayment terms ranging from one to three years.


According to the Center for an Urban Future, there is a great demand for microloans in the small business community, but microlending organizations currently lack the capacity necessary to meet the demand.
 Large micro-lenders like Accion do not have loan portfolios that can match that of even a small bank branch.  Additionally, few have the resources to advertise and conduct outreach into immigrant communities.  As a result, there are still large numbers of immigrants who have no choice but to resort to using loan sharks, who often charge interest rates of 25% per month, to meet their financing needs.
  

Funding for microloan programs has not been able to meet the demand that exists for microfinance.  Specifically, funding for federal microloan programs has diminished over the last few years.  The federally funded Community Development Financial Institutions Fund (CDFI) once had an annual budget of $118 million, but in fiscal year 2006, it was scaled back to $55 million.
 The Small Business Administration’s (SBA) federally funded microloan program was also cut from $19 million in 2000 to $13 million in 2006.
 New York State operates its own CDFI program, which disperses about 25 grants per year to institutions around the state that offer microloans to minority and women owned businesses, but the program is only funded at $1.5 million, which is still not enough to meet demand.

CONCLUSION


Many other issues that affect immigrant entrepreneurs exist that the Committees will examine at today’s hearing.  In addition to government regulation and financing issues, the Committees will examine other issues that have impacted immigrant entrepreneurs such as the City’s regulatory enforcement, the limited reach of government services,  and the difficulties in accessing real estate or space for their businesses.  The Committees will also consider recommendations from the various small business and immigrant advocates on how to make the City’s business environment more immigrant friendly and create greater opportunities for immigrant entrepreneurs to succeed.
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