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The Problem

Poverty rates in the United States have remained largely unchanged in the almost sixty years since President Lyndon Johnson launched the war on poverty, with minor fluctuations. Many cities report poverty rates that are more than double the national average, while poverty among minorities, and particularly African Americans, can be three times the overall average. The persistence of poverty continues despite spending of over $1 trillion per year at all levels of government, and a consistent increase in annual spending per capita. While existing government support provides a vital lifeline, it does not appear to move large numbers of people out of poverty. New approaches are needed, and one of the most promising is entrepreneurship. 

Poverty transcends a lack of income to include issues of food security, housing, chronic health problems, transportation, safety, limited education and training, and limited social networks, among others. Those in poverty face unique challenges beyond those confronted by all who attempt to launch a business. We have organized these challenges into four categories: literacy gaps (functional, financial, technological, economic & business literacies), a scarcity mindset (producing a short-term, trade-off mentality), non-business distractions (e.g., crime, food insecurity, threat of eviction), and lack of a safety net (absence of resource slack and vulnerability to setbacks).  

Through our program, we have been able to see over 80% of a given cohort (approximately 40 entrepreneurs in each partner city) end up with a formalized operating business, and 35% of those reach a place of sustainability.  Our goal is to increase the percentage of these businesses reaching a place of financial sustainability, where they are not only profitable, but the entrepreneur is able to move their family out of poverty.  

The UPBI Solution 

The Urban Poverty and Business Initiative (UPBI) is specifically tailored to address the challenges among low-income and disadvantaged individuals as they navigate the different stages in the entrepreneurial process. It involves a multi-tiered intervention process for preparing entrepreneurs to create sustainable businesses.  We have developed a proprietary, research- and experience-based approach that centers on leveraging university and community resources to support these entrepreneurs. The annual program involves a staged intervention approach unfolding over eleven months, and includes training, mentoring, student consulting, community connection events, access to microcredit, and research/tracking.  It employs a unique toolkit that reflects the distinct needs of poverty entrepreneurs and tracks participants as they navigate eighty activity steps in moving to a sustainable enterprise.  We have succeeded in implementing the program in South Bend, Indiana and thirty-one other cities.  

The UPBI is built on the principle that poverty is not a characteristic of a person, but rather, their situation. Our approach involves leveraging resources from across university campuses and throughout communities to facilitate venture creation by those in disadvantaged circumstances. We have found that, to be effective, the approach must be experiential, applied, based on personal interaction, mutually beneficial, and multi-faceted. Effectiveness is tied to staged interactions where the components parts build upon and reinforce one another. Experience has also taught us the importance of a dual focus on development of the individual and the business venture. 

Our most vital lesson learned to date is that ‘progress begets progress’. Entrepreneurship is a journey of many steps, and to a person in disadvantaged circumstances, the process can seem overwhelming. For this reason, we identified 80 activity steps in the journey from an idea to a sustainable enterprise, and we walk the low-income individual through these steps.  We employ a unique model based on the SPODER framework outlined in our book Poverty and Entrepreneurship in Developed Economies (2018, Edward Elgar Publishing) and experience working with disadvantaged entrepreneurs over 25 years. The inter-connected components include:
 
Training:  This includes a) a six-week bootcamp that introduces tailored tools, concepts and principles relevant to launching and growing a successful venture when one has little to no resources or background and come from adverse circumstances, and b) monthly training forums on specialty topics. Training is delivered by seasoned faculty, subject matter experts, and successful entrepreneurs, and addresses development of the individual and the venture.
Mentoring: Participants who complete the training then receive a mentor who is a successful entrepreneur and, to the extent possible, has experiences directly related to the participant’s business. In addition, an ‘expertise pool’ of mentors is available with advice on specific problem areas. Mentors provide guidance, advice and serve as a sounding board to the entrepreneurs we are serving.  Most are from the local community, but we also tap the university alumni base.
One-on-One Consulting:  Following the mentoring, a consulting initiative finds faculty and students working with individual entrepreneurs on particular problems and needs. Student consultants produce tangible deliverables for the entrepreneurs over 14 weeks. In addition to formalizing the client’s business model, they register businesses, develop websites, set up bookkeeping systems, develop marketing materials, create social media campaigns, design prospecting systems, assist with pricing, help with procurement, and provide an array of solutions in other areas of the business.  
 Community Connect: Involves a series of initiatives to connect entrepreneurs to other resources in the community through community forums, an internet platform to market these ventures, and other networking vehicles.  A central aspect of this is quarterly Community Connection events where we engage the business community to support these disadvantaged entrepreneurs, and feature the program participants and their ventures at social networking events.
 Microcredit: Involves working with the local organizations and financial institutions to create a pathway to microcredit, or affordable-interest business loans, for individuals who otherwise struggle to qualify for bank or other forms of financing. We employ a three-stage process in working with program participants to help prepare them for a loan from existing microcredit funds and conventional lenders.
Research and Tracking: Ongoing research is conducted to document the challenges facing these entrepreneurs and track their progress, while identifying elements that are successful in helping them to move forward. Thirty-seven key variables are tracked for each program participant over three years, including their progress through 80 activity steps.

All program participants come from poverty and disadvantaged circumstances.  Most are minorities, with 90% of them being African American, 8% Hispanic, 1% Asian, and 1% White. Just over 65% are women.  Participants include the formerly incarcerated (approximately 4%), refugees (approximately 2%), and women in shelters (approximately 1%). Their ages range from 19 to 68 years old. 

Distinctive Aspects of UPBI

Our approach has four distinctive elements.  First, the program is built on a philosophy of leveraging resources from across a university campus and throughout the local community to empower disadvantaged entrepreneurs. On the campus this can include resources both from academic units (e.g. the law school, computer science, engineering, business, social work, art, design) and administrative units (e.g., campus procurement, university communications and public relations, alumni relations, and others). Within the community, local businesses and nonprofits are a potential source of assistance in all the functional areas of business, literacy training, shared facilities and personnel, back office operations, technology, donated products and services, collaborative purchasing, mentor-protégé programs, and related support.
 
The second unique feature concerns the toolkit we continue to develop and improve upon. Conventional approaches to entrepreneurship training, such as the lean start-up, business model canvas, and even the conventional business plan, are less appropriate and effective when working with those in poverty and disadvantaged circumstances.  As a result, our toolkit includes simple, easy to apply, and yet substantive tools that assist the entrepreneur in understanding and approaching bookkeeping, the business model, the logic of profit, market analysis and targeting, escaping the commodity trap, resource leveraging, guerrilla marketing, risk mitigation, and the business operating model.
 
The third distinct UPBI feature is our activity-based approach to working with disadvantaged entrepreneurs. While many intervention programs focus primarily on outcomes, UPBI measures success in terms of both activity steps and outcomes. Specifically, we have identified eighty steps in the journey from ideation to a sustainable enterprise.  These eighty steps are broken down into three stages: pre-start-up, launch and initial operations, and sustainability.  Our program is built around these steps, and our experience to date is that progress begets progress. Hence, if we can walk twenty of the steps hand-in-hand with the poverty entrepreneur, he or she will then take twenty steps on their own. Activity-based progress reflects the critical idea that we are involved in a dual process of human development and venture development.
 
Our goal is not simply to escalate the number of ventures started by those from disadvantage circumstances -- the key is the sustainability of these businesses. These tend to be basic types of businesses, such as catering, cake making, screen printing, transport services, crafts, daycare services, hair care, lip glosses, photography and medical billing. Many are what we label survival and lifestyle (as opposed to managed growth and aggressive growth) ventures. They are fragile and disproportionately affected by economic disruptions such as the COVID pandemic. The businesses are labor intensive without key equipment or technology (high relative unit costs), while tending to price too low, with severe capacity constraints, small purchase volumes and a tendency to buy at retail. They have difficulties differentiating themselves. We label this combination the “commodity trap”. A key benefit of our toolkit and activity step approach is the ability to anticipate and mitigate the tendency to fall into the commodity trap -- where not enough profit is produced to make a meaningful difference in their economic status. Our staged engagement enables a decent income while allowing for reinvestment in the enterprise.
 
Our final unique feature concerns the database that tracks the entrepreneurs on 37 metrics over three years. The database is divided into 4 sections: a) general and demographic information on the entrepreneurs (10 variables), b) business details and baseline progress (12 variables), c) services/support provided by UPBI (8 variables) and d) the entrepreneur’s progress since joining UPBI (7 variables). The database allows us to note progress or the lack thereof, but also enables us to identify what works and does not and identify patterns and trends and uncover best practices. It addresses a critical need as little data is available at the federal, state and local level concerning venture activity of those in poverty. As such, there is a lack of hard data on how many ventures are started by those in poverty, success or failure rates, jobs and revenue generated, or basic descriptive information. 

Program Coordination

The UPBI is coordinated by the McKenna Center for Human Development and Global Business at the University of Notre Dame.  Its mission is to better understand the critical role of business in reducing poverty and inequality.  

There are currently thirty-two UPBI partners across the U.S. and internationally, with each coordinated by a university or nonprofit organizations. They include: 


1)  Gainesville, FL 
2)  Baton Rouge, LA 
3)  Milwaukee, WI 
4) Lafayette, LA 
5)  San Diego, CA 
6)  Los Angeles, CA 
7) Chattanooga, TN 
8) Minneapolis, MN 
9) Cleveland, OH 
10) Dayton, OH 
11) Camden, NJ
12) Athens, OH 
13) Auburn, AL
14) Rochester, NY
15) South Bend, IN
16) Baltimore, MD
17) Birmingham. AL
18) Dothan, AL
19) Bakersfield (Kern County), CA 
20) Memphis, TN
21) Fairfax County, VA
22) Atlanta, GA
23) Corpus Christi, TX
24) New York City, NY
25) Ahmedabad, India
26) San Juan, Puerto Rico 
[bookmark: _GoBack]27) Rio de Janeiro, Brazil 
28) Guayaquil, Ecuador
29) Mbarrara, Uganda
30) Kalongo, Uganda
[bookmark: _heading=h.gjdgxs]31) Cape Town, South Africa
[bookmark: _heading=h.ya1ft6vrfy2g]32) Cap Haitien, Haiti

The Future

We hope to continue to build the partnership and grow to fifty or more cities in the next three years.  In addition, we seek to develop additional support for and connectivity among the partner cities.  As we integrate data from the tracking systems of the different cities, we look to identify key patterns and best practices in building sustainable enterprises among the disadvantaged. Finally, UPBI is a platform for ongoing innovation. Key priorities in terms of new program elements include:  launching a seed grant program where small grants ($2500) are awarded directly to participating entrepreneurs who accomplish 25 of our activity steps; connecting entrepreneurs in the same industries across the cities; launching co-marketing initiatives in each city, and bringing together leadership of the programs in each city at annual forums. 
