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Why this new American Experiment symposium?  
For a variety of reasons, starting with the assumption 
that unless commerce in a neighborhood—or at 
least in its vicinity—is  vibrant, chances are little 
else will be either, including income levels, public 
safety, and graduation rates, to pick just three 
gauges.   If one were to focus more specifically on 
families, it’s impossible to imagine how marriage 
can be re-institutionalized in many places unless 
many more men are economically successful 
enough, causing many more women (in sociologist 
William Julius Wilson’s famous locution) to view 
them as “marriageable.”  Completing the circle, 
imagining good data and good news is tantamount 
to impossible if large numbers of men (and women 
and children) continue living in communities 
largely bereft of going and growing businesses.   

Might an organization like the Center also be 
alert to the tendency of economically successful 
communities to be more conservatively inclined 
than depressed ones?  And might the Center, for 
whatever it’s worth, be in the midst of a multi-

year project called “Vitalizing Conservatism in 
Minnesota and the Nation?”  Getting right down 
to it, aren’t we big-time capitalists?

Yes, absolutely; all of the above. But I would 
like to think it’s self-evident that the benefits of 
invigorating business in hard-pressed communities 
are numerous enough and potent enough to warrant 
the clear-cut support of all concerned, regardless of 
ideology, party, or anything of the irrelevant sort.
   
“What Would It Take for You to Start or Expand a 
Business in a Low-Income Neighborhood?” follows 
several other American Experiment symposia 
and other publications in recent years on not- 
unrelated themes, including “What Does It Mean 
to be an Urban Conservative?” and “How Can 
Conservatism Better Allay the Fears of Working-
Class and Middle-Class Americans?” In this current 
project, an eclectic group of men and women were 
asked to consider questions like these (albeit not all 
at once):   

•	 What	might	entice	you	about	starting			
 or expanding a business in a low-income  
 neighborhood?

•		 What	might	scare	you	away?
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•		 Generally	speaking,	do	you	see	doing		 	
 business in low-income communities as  
 tougher than in more affluent communities?   
 If so, why?   

•		 Would	tax	breaks	or	other	public	subsidies		
 increase your interest in doing business in  
 depressed neighborhoods?   If yes, what kinds  
 of inducements?

•		 What	role	might	the	following	play	in	your		
 decision?  Overall tax rates?  Regulatory  
 policies?  The quality of nearby schools?  The  
 basic skills of residents?  The availability of  
 mass transit?  Neighborhood safety?  The  
 costs of energy?  The costs of insurance?  Etc.  

•		What	kinds	of	businesses	do	you	see	as			
 especially apt (or inapt) fits for low-income  
 neighborhoods?  Manufacturing? Wholesale?   
 Retail?  Service?  Restaurants? Backroom  
 administrative?  Etc.  

All of this is another way of saying that my 
colleagues and I have once again been interested 
in soliciting a broad range of views on a complex 
range of questions, and that’s exactly what our 20 
participants have provided—fully nine of whom, 
I’m especially pleased to say, write here for American 
Experiment for the first time.  Needless to say, pieces 
overlap in many ways, but for the sake of this trailer, 
they occupy about a half-dozen porous categories.  

Essays in the first grouping might be said to focus 
less on policies and more on individuals, particularly 
their skills or lack thereof.  

“I disagree,” John Adams writes, “with the premise 
that locating businesses in poor neighborhoods will 
by itself provide appropriate livelihoods to those 
who live there.  It’s been tried at many times and in 
many places since the 1960s and has proved false.”  
After citing more than a few reasons why this is 
the case, including educational shortcomings, 
he notes how a “significant share of low-income 
and unemployed people lack essential traits and, 
therefore, has only limited access to employment.”  

What kind of traits?  Things such as language and 
interpersonal skills that “add benefit to the team or 
workforce rather than creating difficulties for others 
and with whom one works.”  “Effective investment,” 
he concludes, is needed in “people, not places.” 

Vance Opperman writes that he “can’t leave this 
topic” without stressing that tax schemes and 
similar inducements aimed at encouraging business 
in low-income communities “all drain money away 
from the only long-term solution to low income:  
better education.”  The “solution to low-income 
neighborhoods,” he contends, “is to be found in 
educational opportunities starting at a young age 
and in the removal of barriers to higher educational 
opportunity.”

One suspects that Bill Green, superintendent of 
Minneapolis public schools, wouldn’t disagree, 
although he takes a different tack when he writes 
that, by their presence, “neighborhood businesses 
and business owners demonstrate a previously 
unseen and unimagined reality, helping students 
see concrete examples of the futures they have the 
potential to make for themselves as entrepreneurs 
and business leaders.”

Taking a further route, John “Chuck” Chalberg, 
in describing the “who” who are needed in low-
income neighborhoods, says they can be reduced 
to two “p” words: preachers and politicians—as 
long as it’s understood that “preachers need to be 
there, be seen there, and stay there,” as opposed to 
politicians who “need to come there, see what must 
be seen there, and then leave and stay away.”  His 
next line is, “Let me explain.”  He does.  

What, exactly, should the role of government be in 
all of this? 

Grover Norquist predicts that if a person were “to 
do a Google map of the relative size of government 
in terms of public employment, regulatory costs, 
plus other public sector costs, the place on the map 
with the “most” government would also be the worst 
when it comes to job creation and wealth creation.”  
It’s possible, he writes, “through pure chance one 
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could co-locate a large collection of individuals 
with little drive, ability, or willingness to work.  
More likely, these areas began with plenty of folks 
with get up and go, but the government made it 
too hard to succeed in starting new businesses, and 
those same folks got up and went.”

Rather than “increasing the burden on job creators,” 
Congresswoman Michele Bachmann says, “we 
should be empowering them to succeed by removing 
the ever-increasing burden placed on their backs.  
This begins with protecting small businesses from 
the Democrats’ harmful health care proposal, but 
it does not stop there.”  She proposes changes such 
as cutting the corporate tax rate from 35 percent 
to nine percent, and implementing a three-year 
suspension of the capital gains tax.

John Tillman captures the thrust of the last several 
quotations when he writes that the “bottom line is 
that government policies are the primary obstacles 
to successful startup business environments in poor, 
urban America,” and that government itself “must 
change its mindset from being hostile to business to 
being a champion of business.”   

As commissioner of the Minnesota Department 
of Employment and Economic Development, Dan 
McElroy—smack dab, as he is, in the beast and 
bowels of state government—is charged precisely 
with making certain the public sector enhances 
the private sector more than retarding it.  There 
is a “public good,” he writes, in vitalizing low-
income neighborhoods which can justify public 
investments.  “It is my belief, and Minnesota’s 
policy, that investing in low-income neighborhoods 
to create economic growth should be among the 
priorities of any prosperous state and nation.”  

Several participants addressed the kind of down-and-
dirty problems both explicit and implicit in James 
Q. Wilson and George Kelling’s “Broken Window 
Theory,” which in simplest terms asserts that if a 
window in a building is broken and left unrepaired, 
soon perhaps all the rest of the windows will be 
broken too, as their abandonment will signal that 
no one cares and disorder and crime are tolerated.  

The Broken Window Theory is a product of social 
science scholarship at least as influential as William 
Julius Wilson’s argument about how the loss of 
decent-paying jobs for low-skilled men in central 
cities has exacerbated their economic troubles, 
thereby (as noted above), decreasing the likelihood 
of their ever marrying—or, if already married, being 
lucky enough to stay that way.  

“While there is no question,” Andy Brehm writes, 
“that adding cops to low-income urban streets is an 
essential step to making them safer, there is another 
piece to solving this serious problem that has gone 
largely ignored: adult entertainment zoning.  One 
reason low-income neighborhoods are dangerous is 
that they look and feel dangerous.  Many of our low-
income neighborhoods, especially in Minneapolis, 
are littered with strip clubs and sex shops.”  A low-
income neighborhood’s “glut of lewd storefronts,” 
he argues, “represents that first broken window.” 
And an “archipelago of sex shops and strip clubs 
sends a message as if written in neon: ‘Anything 
goes here.’”  

Andrew Parker also cites Wilson and Kelling, 
especially about how their work played an enormous 
role in New York City’s revival under Mayor Rudy 
Giuliani in the 1990s.  His conclusion is that 
improved economic activity is not sustainable 
through “free gifts” or governmental subsidies 
(useful as they sometimes are), but instead, “we 
must go to work planning good [transportation] 
access and brandishing a paint brush, garbage can, 
and weed wacker.”       

A number of contributors talked about their own 
experiences in starting businesses in what are 
sometimes euphemistically called “challenged” 
neighborhoods.   

“Maybe I am crazy,” Alberto Monserrate recalls as 
his last thought right before leaving a “successful 
ten-year career as an investment adviser in a large 
corporation with a comfortable downtown office” 
and deciding to open a Latino media company on 
East Lake Street in Minneapolis in 2001.  In 1996, 
he writes, there was a grand total of four Latino-
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owned businesses around Lake Street; by 2007, 
the number had grown to over 250.  His own 
business, LCN Media eventually grew from three 
to 30 employees and from $60,000 in revenues to a 
projected nearly $2 million in 2009.  One way the 
federal government, he says, could better promote 
enterprise in low-income areas is by revising 
immigration policy.  “Our immigration system is too 
focused on providing visas for immigrant workers.  
The system should be more focused on providing 
visas to investors and entrepreneurs.”      

Barry Casselman writes about starting two 
newspapers while still in his 20s, the second one, 
Many Corners, in an “inner-city, low-income” 
Minneapolis neighborhood known as Cedar-
Riverside.  “I have had lots of formal education,” 
he says, “but my truest education began when 
I inadvertently became a newspaperman in 
Minnesota.  My teachers were not tenured professors 
but a wonderful array of radicals, recent immigrants, 
artists, small businessmen and shopkeepers, older 
persons with great stories, transient characters, 
assorted curmudgeons, and local politicians of all 
ideological categories.”  The “real secret” of creating 
and sustaining a small business in America, he sums 
up, is “not just making money, but what you can 
learn from the market place.” 

Barbara Johnson, president of the Minneapolis City 
Council, tells the saga of what it took 15 years ago 
to get a coffee shop in her Victory neighborhood 
in North Minneapolis.  Starbucks wasn’t interested, 
but “they sent me a nice mug and a pound of coffee.”  
Dunn Brothers and Caribou “also took a pass, as the 
area didn’t have the right numbers.”  But finally, “a 
retired minister who looked like Santa Claus started 
an independent coffee shop in Victory.  It was a hit 
and became a neighborhood gathering place, but it 
wasn’t easy, and it was a long time before he was 
able to hire any employees. . . . I am grateful for 
the entrepreneurs who have built businesses in my 
area.  They are people who have truly put their own 
dollars on the line—and neighbors appreciate them 
and patronize them.”

The question for Sue Wollan Fan, president of 

Catalyst Community Partners, which is also doing 
good work in North Minneapolis, is not “What does 
it take to start a business in a low-income area?” but 
“What does it take to start enough businesses to wake 
an underperforming market?” Underperforming 
markets, she argues, “need what Gen. Colin Powell 
calls an ‘overwhelming force’ or what might be 
called extra-ordinary momentum to create a tipping 
point where an area begins to attract new businesses 
and investment on its own.”  The core question, 
she says, is “not what you can do alone but what 
can be done together.”  Recruiting “white knights” 
doesn’t work.
    
Finally, and while recognizing again that writers 
invariably touch more than one base in making 
their respective cases, several contributors take a 
more speculative approach about what they would 
and wouldn’t do.  

“What would it take for me,” Jake Haulk asks, “to 
start a business in a low-income neighborhood?  
It depends on what ‘low-income neighborhood’ 
means.  Is it recently low-income because of loss 
of key industrial employers, or a big drop in prices 
received by the dominant local agricultural product?  
Or is it poor because of years of welfare dependency, 
social pathologies, high crime rates, etc.?”  Different 
approaches would flow from each.  

“To a startup enterprise,” Larry Colson writes 
about a hypothetical software company, “especially 
one starting on a shoestring, cash is king, and 
if one presumed that rent in a low-income 
neighborhood would be far less than, say, an office 
in Wayzata overlooking the lake, the low-income 
neighborhood has the clear advantage.  To the 
extent that tax incentives existed, I’d clearly want 
to take advantage of those despite my philosophical 
disagreement with the overall concept of tax 
increment financing (TIF) and similar tax code 
incentives.”  Nevertheless, he sums up, “no level of 
rent is low enough to compensate for the inability 
to hire and retain great people.” 

As with several other writers, Jim Van Houten 
challenges the precision of the symposium’s 
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question and title.  It’s misleading, he says, because 
it implies that it is difficult to get a business to locate 
in a low-income neighborhood.  “That premise is 
not true.  Not anywhere.”  Rather, there’s only a 
shortage of businesses “whose goals include serving 
nearby low-income consumers while earning a 
competitive return for their investment.”  In fact, 
he says, low-income neighborhoods can offer 
certain competitive advantages; for instance, when 
it comes to commercial enterprises requiring “large, 
appropriately zoned space near a metro center.”   

After downplaying his own introductory assessment 
as “ho-hum,” Peter Nelson offers a “flashier 
idea,” which he concedes might or might not be 
politically feasible in laying the ground work—or 
waterworks, as the case may be—for encouraging 
business development in North Minneapolis. “The 
abundance of waterfront throughout the Twin Cities 
—and the high-income neighborhoods that lake 
property cultivates—limits the area available for 
contiguous low-income neighborhoods.”  Stressing 
the central need to respect residents’ property 
rights, he asks: “[W]hat if ten square blocks of North 
Minneapolis were cleared to add another lake to 
the City of Lakes portfolio?”  As long shots go, he 
guesses that such a project, massive as it would be, 
is still probably more plausible than major cuts in 
business taxes. 

Lou Wangberg might describe such a project as the 
kind of “social experimentation and intervention 
in low-income neighborhoods over the past century 
that has done little to change conditions.”  (The 
cringing you hear is Mr. Nelson’s, one of Minnesota’s 
more resolute free marketeers.)  “People,” Wangberg 
continues, “still live in abject poverty and lead 
degraded lives, but our social conscience is clean 
—we tried and we keep on trying.  I can’t stop 
programs that perpetuate low-income neighborhood 
investment—just count me and any of my resources 
out.” 

My great thanks to a top-flight assemblage, starting 
with our 20 writers, and including Peter Zeller for 
getting the invitations out, Kent Kaiser for copy 
editing, Peter Murray for formatting, and Britt 

Drake for getting the anthology out the door and 
more. As with everything American Experiment 
does, I very much welcome your comments. 
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Invest in People, Not Places

by John S. Adams

The implication of the question “What Would It 
Take for You to Start or Expand a Business in a 
Low-Income Neighborhood?” is that the presence 
of vigorous businesses inside a low-income 
neighborhood will help the neighborhood in various 
ways, such as increasing employment opportunities 
for the poor.  

I disagree with the premise that locating businesses 
in poor neighborhoods will by itself provide 
appropriate livelihoods to those who live there. It’s 
been tried at many times and in many places since 
the 1960s and has proved false.  Recall, for example, 
the efforts of former Control Data Corporation 
CEO Bill Norris, who fervently believed that he 
could help in this way and was proved wrong.

The question has things backward: most commercial 
businesses cannot operate successfully in a low-
income setting.  Why not?  There are several 
reasons.   

First, retail goods and services businesses pursue and 
depend on localized purchasing power—they do not 
by themselves create localized purchasing power.  

The reason low-income neighborhoods lack 
vigorous retail businesses is because these locales 
lack sufficient disposable income.  That’s what “low-
income” means, after all.  Moreover, neighborhood 
households that enjoy sufficient incomes and 
mobility will travel outside the neighborhood to 
shop and take advantage of lower prices and greater 
choices elsewhere in the metro area.  
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Other types of businesses that operate at fixed sites, 
such as manufacturing and warehousing, select 
locations that provide site advantages and cost-
effective access to essential inputs and markets.  
Low-income neighborhoods usually lack the lower 
risk and greater profit of other places.     

Construction and transportation jobs are mostly 
dispersed away from residential neighborhoods.  
Extractive industries locate where natural resources 
occur, while business services locate near profitable 
customer and client bases, which almost always are 
well outside low-income neighborhoods.  

Government and nonprofit enterprises often locate 
in and near low-income neighborhoods, but the 
vigor of such enterprises depends on a stream of 
transfer payments, not on their ability to generate 
income or wealth.  

In a large, sprawling metropolitan area, the idea of 
“access to employment opportunities” on the part 
of the unemployed or underemployed has several 
meanings:

•	Access	to	understandable,	usable	information		
 about the existence of employment   
 openings—one needs to know about   
 available jobs through personal contacts or  
 through various media in order to access  
 them.

•	An	understanding	of	how	to	apply	for			
 available jobs—one needs to know how to  
 apply for a job in ways that demonstrate that  
 one is willing, available, and qualified.

•	Technical	skills	relevant	to	the	available		
 jobs—if one lacks appropriate job skills, 
 one will not be hired unless a prospective  
 employer is able and willing to train.

•	A	level	of	general	education	that	will			
 permit an understanding of the job setting  
 and job culture that one hopes to enter— 
 this includes a clear understanding that an  
 enterprise  exists not for the benefit of the  

 employee, but, rather, the employee exists to  
 carry out the mission of the enterprise.

•	Personal	habits	and	traits	that	contribute	to		
 a successful application—one needs to bring  
 attitudes and behaviors, including language  
 and interpersonal skills, that add benefit to  
 the team or workforce rather than creating  
 difficulties for others with whom one works.

•	Reliable	journey-to-work	access	between
 home and workplace—one must have   
 predictable mobility between home and the  
 workplace.

•	A	domestic	situation	that	permits	reliably		
 showing up for work on time and in good  
 physical and mental shape—family demands  
 and health issues need to be managed so that  
 one can regularly get to work on time and in  
 good order.

•	And	physical	abilities	needed	to	carry	out		
 one’s specific job—the very young, the aged,  
 and the infirm are often excluded from many  
 employment opportunities.  

The list can be extended, but these are pretty basic 
criteria that must be met for a person to obtain and 
retain a job.  Successfully employed people know 
these things, whether they were learned at home, in 
school, on the job, or simply by paying attention.  

A significant share of low-income and unemployed 
people lack essential traits and, therefore, has only 
limited access to employment.  

*          *          *

Although there are low-income and limited-wealth 
households in all parts of metro areas, households of 
limited means concentrate in certain neighborhoods 
where housing is cheapest.  The reason why it’s cheap 
is a consequence of the way that subsidies over the 
years have been allocated to certain housing sub-
markets within metro areas.  
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Consider one example: the Central-South 
Minneapolis housing submarket located on either 
side of Nicollet Avenue, beginning at the edge 
of downtown and extending southward, through 
central Richfield, Central Bloomington, Burnsville, 
Apple Valley, Lakeville and beyond.  This is only 
one of Minneapolis’ seven traditional housing 
submarkets radiating outward from downtown, and 
for much of the 20th Century it was the largest and 
most vigorous middle-class housing submarket in 
the Twin Cities.  New housing built on the southern 
edge of this submarket attracted households outward 
from their former addresses closer to downtown.  
Because this submarket was so vigorous, developers 
and builders regularly over-supplied its outer 
edge with new units.  The vacancies thus created 
percolated inward as households relocated outward 
to occupy the new units, which were underpriced 
compared with the value of all the benefits received 
by the new occupants.

The net result of this process was that housing 
demand exceeded supply on the outer parts of the 
submarket, while supply exceeded demand in its 
inner parts—namely neighborhoods directly south 
of downtown.  When supply exceeds demand, 
prices drop and vacancies occur, which attracts 
low-income newcomers.  

The same dynamic played out in Minneapolis’s Near 
Northside—the city’s second largest middle-middle 
class housing submarket, extending northwest 
through Robbinsdale, Crystal, New Hope, Brooklyn 
Center, Brooklyn Park, and beyond.  

These housing market processes go a long way to 
explaining why low-income neighborhoods have 
developed and persisted in inner South Minneapolis 
and on the Near North Side.  Wealth accumulates 
in the outer parts, and subsidies are capitalized and 
purchasing power expands in those favored areas.  
Meanwhile, the submarkets’ inner precincts are 
decapitalized and impoverished, rendering those 
places poor prospects for profitable businesses.

As long as these dynamics persist, the prospects for 
businesses flourishing in low-income neighborhoods 

of our cities will continue to be dim.  Effective 
investment is needed in the people, not the places.  

John Adams is Professor Emeritus of Geography at 
the University of Minnesota and co-director of the 
University Metropolitan Consortium.

Frontier Spirit and Small Business

by Michele Bachmann

The American frontier spirit of entrepreneurship 
and innovation is alive in small business. 

Traditionally, small businesses have been our nation’s 
job creators, creating two-thirds of all first jobs and 
three-quarters of all net new jobs.  And their hiring 
practices remain today the leading indicator of how 
close we are to emerging from this recession.  With 
unemployment at a 26-year high of 10 percent, we 
need small business to start hiring again.

In many low-income communities, it is the mom-
and-pop bodega or the family-run low-end appliance 
store or the attorney who hangs out his own shingle 
that serves the needs of the local residents.  These are 
where residents get their jobs, make their purchases, 
and get their service needs fulfilled.  And these are 
where they can begin to own a little piece of the 
American Dream.  When the economy gets rough, 
it is the small businesses in these neighborhoods that 
hurt first as their customers’ incomes diminish.  And, 
when these businesses hurt, their neighbors only hurt 
more as local jobs dry up and residents have to spend 
their disposable income to hike out to a grocery store 
in the suburbs because the local shop has closed.

So, why are the Obama administration and the 
congressional Democrats trying to make it so hard 
for small businesses to survive?

Small businesses will bear the burden to fund most 
of the new government programs that the White 
House and Congress are creating ostensibly to 
bolster our ailing economy. Take, for example, 
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pending legislation to reform our health care system.  
Small businesses that make over $500,000 would be 
required to pay a penalty equal to eight percent of 
payroll if they fail to provide health insurance for 
their workers.   

I prefer to give these citizens the benefit of the 
doubt and say that they’re not likely to be denying 
insurance to their employees out of malice.  More 
likely, it’s a matter of what their bottom line will 
allow.  It’s estimated that small businesses pay 20 
percent more than big corporations for health 
insurance for their employees.  And, the group 
Small Business Majority predicts, that on its current 
trajectory, the cost of health insurance to small 
businesses will double by 2018.

These job creators will be forced to look at their 
bottom lines and decide whether to provide health 
benefits or jobs. If they can’t afford both, they will 
be forced to cut workers. In fact, a study by Harvard 
professor Kate Baicker indicates that 5.5 million 
workers are at “substantial risk of unemployment” 
and that minority workers are twice as likely to lose 
their jobs as their white counterparts. 

Rather than increasing the burden on job creators, 
we should be empowering them to succeed by 
removing the ever-increasing burden placed on 
their backs.  This begins with protecting small 
businesses from the Democrats’ harmful health care 
proposal, but it does not stop there.

I propose reducing the corporate tax rate from 35 
percent to nine percent.  Instead of increasing 
taxes on small business to fund big government 
programs, let’s allow job creators to keep more of 
their earnings to re-invest and thereby create and 
sustain jobs in local neighborhoods.  We also need 
to repeal the death tax that punishes families for 
building enterprises to pass on to their heirs.  To 
address our nation’s liquidity crisis, I support a three-
year suspension of the capital gains tax. Instead of 
forcing taxpayers to make risky investments with 
little to no promise of a return, this suspension 
would encourage private investors to release capital 
currently sitting on the sidelines. 

Washington need not interfere to turn this economy 
around.  By simply removing its heavy hand, 
we can increase healthy economic transactions, 
provide more resources for job creators, and provide 
incentives for innovation and entrepreneurship.  A 
government-run spending spree will not keep small 
businesses, as well as the jobs and opportunities they 
create, alive and in low-income neighborhoods.

Unfortunately, Washington seems to be on a 
completely divergent path, one that discourages 
success. Ultimately, Washington’s actions will 
sabotage real recovery.  We need to trust the inherent 
intelligence and resourcefulness of the American 
people.  My confidence is in that frontier spirit and I 
will continue to fight for the liberty to pursue it.

Michele Bachmann, a Republican, is the U.S. 
Representative from Minnesota’s 6th Congressional 
District.

To be Safe, Neighborhoods Must 
Look Safe

by Andy Brehm

As the saying goes, the success of a business depends 
on three things: location, location, location. 
This rule is as true as it is cliché; an enterprise’s 
growth depends a great deal on its immediate 
surroundings. While many factors contribute to 
making a neighborhood economically viable for 
new ventures, none is more important than safety. 
No matter what the business, employees and clients 
cannot feel fearful coming in and out the door. If 
they do, they won’t come back again. 

While there’s no question that adding cops to low-
income urban streets is an essential step to making 
them safer, there is another piece to solving this 
serious problem that has gone largely ignored: adult 
entertainment zoning. 

One reason low-income neighborhoods are 
dangerous is that they look and feel dangerous. 
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Many of our low-income neighborhoods, especially 
in Minneapolis, are littered with strip clubs and sex 
shops. And these emporiums cause a problem more 
serious than mere unsightliness.

In a landmark article on deteriorating urban 
communities, scholars James Q. Wilson and George 
Kelling wrote that “if a window in a building is 
broken and is left unrepaired, all the rest of the 
windows will soon be broken.” One unrepaired 
broken window is a signal that no one cares, that 
more will be tolerated.

In the same sense, a low-income neighborhood’s 
glut of lewd storefronts represents that first broken 
window. An archipelago of sex shops and strip clubs 
sends a message as if written in neon: “Anything 
goes here.”

Tolerance of pornographic parlors and the unsavory 
element they attract is a visible signal that City 
Hall is not really serious about making the town it 
serves a place where families and everyday citizens 
can feel safe and comfortable. When it comes to 
making a city livable, little stuff matters. If noontime 
peep-show patrons are welcome on city streets, why 
shouldn’t loiterers, panhandlers, and gang members 
feel free to roam there, too? 

It has been shown in study after study that serious 
criminal activity thrives in areas that look lawless. 
A serious offender is more likely to operate on a 
street where victims are already anxious about their 
surroundings. 

For decades, New York City’s Times Square was 
dominated by the sex industry, covered with X-rated 
theaters and topless bars. During that same time, 
crime thrived; in 1984, more than 2,300 felonies 
were committed on a single block of 42nd Street. By 
1995, the number of felonies reported on that same 
block fell to 60 because, in the meantime, Mayor 
Rudolph Giuliani had led a successful initiative to 
zone sex-oriented businesses away. 

In addition to inviting quality-of-life crimes and 
prostitution that ultimately lead to more serious 

offenses, even the “best managed” sex shops hurt 
our economy because they are bad neighbors. Who 
is going to build a nice restaurant next to “Dream 
Girls”? Would Barnes & Noble open a store near 
XXX Books and Video? In this sense, it’s not a 
question of coexistence, but rather a tradeoff: sex-
shop haven or family destination?

If city leaders are serious about making the low-
income communities they represent economically 
viable, they should start by making them look that 
way. 

Andy Brehm is an associate at the Dorsey and Whitney 
Law firm.

From Appleseeds to the 
Marketplace

by Barry Casselman 

This is not about what I would do, but about what 
I did. 

In the 1970s, I moved to the Twin Cities to 
establish a book publishing business.  Prior to that, 
I had attended graduate school at the University of 
Iowa and, after graduation, worked for a year as an 
editor in New York City.  Living temporarily in an 
apartment on the University of Minnesota campus, 
I learned about the existence of an experimental 
new town being constructed in the southwest 
suburbs.  After visiting this new town, I decided to 
move there and rent an office for my new business.
 
My problem was (not atypically) that I was 
underfunded as well as inexperienced.  My main 
asset was an IBM typesetting machine on which I 
had to make large monthly payments.  I also had to 
pay two rents and, not unexpectedly, to eat.

My solution was to start a little newspaper for the 
new town, which had no such publication.  I had 
never had any course in journalism, although as an 
undergraduate I had been a reporter for two years 
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on the daily student newspaper at the University of 
Pennsylvania.

My little newspaper, Appleseeds, was a critical 
success from the outset and had the added benefit 
of bringing in revenue from its ads.  But the new 
town had only 1,000 residents at the time, and it 
was not possible to support myself on it.  After a few 
months, I learned that a second new town was being 
built near downtown Minneapolis in the Cedar-
Riverside neighborhood.  I was invited to start a 
second newspaper there.  Still in my late 20s, and 
thinking opportunity was endless, I took a chance 
and started Many Corners newspaper, which had an 
initial circulation of 5,000.  Soon, my circulation 
was 20,000, and I was making a living.

If my educational and life experience before moving 
to Minnesota did not prepare me for the newspaper 
business, the same background did not prepare 
me for creating a business in the inner-city, low-
income West Bank neighborhood.  My solution to 
the former (lack of journalism background) was to 
create a new kind of publication.  Mine was not 
the first nor the largest “neighborhood” newspaper 
in the Twin Cities, but it was different than any 
other publication with its inclusion, in addition 
to neighborhood news, of articles about local and 
national politics, local restaurants and dining out, 
movie, theater, dance, concert and book reviews, 
cartoons, and my own contrarian (and idiosyncratic) 
weekly editorial take on the world.

Cedar-Riverside was different, as well.  Formerly 
known as Snoose Boulevard, it had been a low-
income neighborhood for almost 100 years—a 
neighborhood where poor Scandinavian, Czech, 
Italian, Jewish, and other immigrants first came 
when they settled in the Twin Cities.  It also became 
the Scandinavian-American entertainment center 
of North America and a neighborhood of working-
class bars, prostitutes and beggars.

As its immigrants prospered, they moved out of 
the West Bank and went to the suburbs, but, after 
World War II, the University of Minnesota, located 
on the East Bank of the Mississippi River, began to 

expand its campus to the West Bank.  The mixture 
of students, professors, hippies, musicians, writers, 
actors, dancers, senior citizens, and low-income 
residents produced a radical culture.  At the same 
time, it became a center for small businesses, 
including restaurateurs, bar owners, shop owners, 
craftsmen, travel agents, and other entrepreneurs 
who served the larger community.

When developers moved in during the early 1970s 
to create a “new town-in town,” using federal aid, a 
local movement arose to oppose it.  At this point, I 
entered the scene with Many Corners.

My background was as a Democrat, yet the young 
people who comprised a large number of residents 
on the West Bank were considerably to the left of 
anyone I had known, and they were in the midst of 
a movement to topple local capitalism.

I knew at the outset that I did not share their views, 
but my job was to give them a newspaper they 
could use and enjoy and could, at the very least, 
respect and consider fair.  Whereas I did not often 
agree with them politically, I liked most of them 
personally, respected their sincerity, and set out to 
understand, as well as report on, what was going 
on in this microcosm of post-Vietnam American 
counterculture.  I also wanted to serve my fellow 
and more conservative entrepreneurs who were 
trying to make a living in this unusual environment.  
It must have worked, because the newspaper grew 
steadily over 12 years and eventually was read all 
over the Twin Cities.  When I shut it down, it was 
not because of economic difficulties, but because I 
was exhausted.

Today, people all over the country and the world 
read my political commentary.  In those days, 
when each issue of my newspaper came out, I was 
(in addition to being the editor and publisher) 
the deliveryman who personally distributed Many 
Corners throughout the neighborhood.  I didn’t 
have to wait for letters to the editor or anonymous 
e-mail comments.  My readers let me know right 
then, often in distinctive if not complimentary 
language, and to my face, what they thought. 
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(I still think that beats most “scientific” public 
opinion polls.)

I have had lots of formal education, but my truest 
education began when I inadvertently became a 
newspaperman in Minnesota.  My teachers were not 
tenured professors but a wonderful array of radicals, 
recent immigrants, artists, small businessmen 
and shopkeepers, older persons with great stories, 
transient characters, assorted curmudgeons, and 
local politicians of all ideological categories.

The real secret of starting and maintaining a small 
business in America is not just making money, but 
what you can learn from the marketplace.

Barry Casselman is a syndicated columnist with the 
Preludium News Service.   

“Who” is More Important than 
“What”

by John C. “Chuck” Chalberg 

When it comes to deciding whether to establish 
a business in a low-income neighborhood, “who’s 
needed” can be more important than “what’s 
needed.”  More than that, the “who” can be reduced 
to two “p” words, preachers and politicians, as long 
as the following proviso is understood: preachers 
need to be there, be seen there, and stay there; 
politicians need to come there, see what must be 
seen there, and then leave and stay away.  Let me 
explain.

Better yet, let’s have novelist Edwin O’Connor 
begin the explanation.  Over half a century ago, 
O’Connor published The Last Hurrah, a gritty tale 
of Boston politics and a thinly veiled portrait of 
Mayor James Curley.  His next novel, The Edge of 
Darkness, was a first-person account of the travails 
of an urban priest who was a recovering alcoholic.  
The precise setting for this book was never made 
clear.  It could have been Boston.  It could have 
been anywhere.  And today it is.  

The “it” in question is not just the physical evidence 
of poverty and crime.  What was “really dreadful,” 
what was “genuinely frightening,” to the fictional 
Father Hugh Kennedy, was the look of “endless 
despair, hanging low like a blanket, never lifting, 
the fatal slow smog of the spirit.”  Gone from the 
faces of parishioners and neighbors alike was any 
hint of “hope and joy and dignity.”  What was left 
was an “assortment of indifferent, damaged masks” 
worn by people who “no longer care.”

One would hope that successful economic ventures 
in neighborhoods overcome by this look of despair 
would eventually transform both the physical 
environment and the lives of the people who 
continue to live there.  But who with capital would 
venture into such places in the first place?  Here’s 
where the preachers and the politicians come into 
permanent—and then temporary—play. 

Economically venturesome souls need to know 
that there are soul-chasers on the scene—and soul-
chasers who are willing to stick out and stick around.  
It’s axiomatic that if a neighborhood is to be vibrant 
and undespairing, it’s because the trinity of family, 
school, and church is healthy and functioning.  
What is beyond dispute is that the first two have 
broken down in too many poor neighborhoods.  
(More affluent neighborhoods might not be far 
behind, but that’s another story.)  This leaves the 
church.  Of course, the physical presence of churches 
is not enough.  The presence of church men might 
be enough, even if the look on too many faces is 
initially frightening to some among them.  

After all, who is better positioned than the church 
men of our time—or of any time—to tackle the look 
in the first place?  This is not meant to denigrate the 
role of church women.  Nor is it meant to downplay 
the importance of what every community wants 
and few have, namely those ever-elusive “good 
schools.”   It is simply to say that if schools have a 
crucial role to play in improving life here and now, 
so does religion.  It’s also to say that this churchly 
role in temporal life must extend beyond running 
soup kitchens and promoting the latest crusade for 
social justice.
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And what might that role be?  Nearly 80 years 
ago, English essayist G.K. Chesterton indirectly 
answered this question in an essay titled “The 
Worship of Education,” which criticized what he 
termed the “superstition of school.”  The problem 
was that those afflicted with this superstition 
did not look upon the school as a “normal social 
institution” but rather as “some sort of miraculous 
moral factory in which perfect men and women are 
made by magic.”

Chesterton preferred to place his faith in imperfect 
men and women, which is to say, citizens, especially 
if those citizens worshipped in churches, rather 
than about schools.  Such citizens were in a better 
position to “put first things first,” because religion is 
always in that very business. 

Isn’t education the first thing?  Educators may be 
excused for thinking so, but Chesterton and this 
educator beg to differ.  Chesterton put it this way: 
“The moment that men begin to care more for 
education than for religion, they begin to care more 
for ambition than for education.”  Education posits 
a “spotlight,” which is trained on each of us; while 
religion offers a “searchlight,” which enables us to 
“explore things distant” from ourselves.  

Education may not be the first thing, but it can be 
a first step.  More than that, it’s one the evidence 
of which entrepreneurs likely will need to see as 
they set foot on strange turf.  Still, entrepreneurs 
ought to be looking beyond this step, whether 
their own or others.  They ought to be looking for 
signs of the look that the fictional Father Kennedy 
encountered.  And if they spot it, they will need to 
look to the work of real pastors; pastors who work 
in their pulpits and in the streets and not behind 
bull horns or microphones.  Then, and only then, 
will those looks of despair gradually disappear.  And 
when that happens, it will be time to do business.

Let’s turn to the transitory role that politicians can 
play in all of this.  They need to see what Father 
Kennedy saw.  They need to offer the best sort of 
stimulus that politicians can provide: tax breaks.  
It’s also important that they don’t over-stimulate 

their constituents with excessive talk of rights 
and minimal talk of responsibilities.  Finally, it’s 
important that politicians be willing to do what few 
of their breed are able to do, namely to get out of the 
spotlight.  Having come and gone, they need to stay 
gone.  They need to let the market and responsible 
citizens do their work.  

In any case, there are no quick fixes and no final 
cures, whether one is living in a poor neighborhood 
or thinking about opportunities that might reside 
there.   Nonetheless, those in the business of offering 
final cures have something to offer by way of a first 
cure as well.  At least Mr. Chesterton thought so.  
Let me close with Chesterton and his plea to each 
of us to “get out of the spotlight.”  Only then, he 
concluded, could any of us ever “realize the stars.”  
That’s not bad advice, whether we’re politicians or 
preachers, entrepreneurs or Everyman, or whether 
we are possessed by the look of despair or doing our 
best to conquer it.

John C. “Chuck” Chalberg teaches history at 
Normandale Community College. 

It’s All about the Money

by Larry Colson

Let’s first stipulate that starting a business is all 
about the money.  There are other reasons people 
start them, of course—to shelter income, to combat 
boredom, to “make a difference,” to provide 
charity—but the vast majority are started in order 
to make a profit.  Businesses seeking profit will make 
decisions on where to locate primarily on a tradeoff 
between their ability to move to a specific location 
and its suitability in helping them maximize their 
profit.  Businesses certainly can and do participate 
in philanthropic ventures, but when it comes right 
down to it, most of that is done for image, which 
they hope will lead indirectly to increased profits.

Starting a business is difficult and risky, regardless of 
the locality.  My personal familiarity is with software 
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companies, so I will use that as my example.  Software 
companies are distinctly different than typical retail 
businesses in that neither their customers nor most 
employees need to be located physically at the main 
office.  Location is important, especially for those 
employees and customers who do need to work at or 
visit the office, but it’s generally far less important 
compared to a traditional walk-in retail business.

Assuming that the “idea” exists, sufficient market 
research has been done, and initial seed capital 
secured, I think the things that would entice 
me to start a software business in a low-income 
neighborhood are precisely those that would incent 
me to start one in a high-income neighborhood.

Developing software, especially in the initial stages, 
is all about hiring highly skilled, highly motivated, 
smart people—developers, testers, and technicians.  
The first step is finding them, which requires 
access.  

In order to attract these kinds of people to a new 
software business, there has to be a good mix 
of compensation, incentive, and “selling of the 
dream.”  It also helps if the entrepreneur provides a 
work environment that addresses some other “soft” 
issues, such as ease of transportation and proximity 
of lunch and after-work establishments.  A low-
income neighborhood may have the edge in terms 
of public transportation, but depending on the area, 
it may or may not have the other types of businesses 
that employees might wish to patronize. 

Safety would likely be a sticking point.  
While increased crime rates and low-income 
neighborhoods do not necessarily come in tandem, 
some people believe they do.  For a prospective 
employee, perception might be enough to prevent 
job acceptance.  Many software developers might be 
willing to work on folding tables in a warehouse or 
old strip mall with walls covered with whiteboards, 
but they might not be willing to do so if concerned 
about their cars being stolen or about their personal 
safety if they choose to work late into the evening, 
as developers in startups often do.

To a startup enterprise, especially one starting on a 
shoestring, cash is king, and if one presumed that 
rent in a lower-income neighborhood would be 
far less than, say, an office in Wayzata overlooking 
the lake, the low-income neighborhood has the 
clear advantage.  To the extent that tax incentives 
existed, I’d clearly want to take advantage of those 
despite my philosophical disagreement with the 
overall concept of tax increment financing (TIF) 
and similar tax code incentives.  However, these 
positive factors have to be weighed carefully to see if 
there is any negative impact on hiring.   The simple 
fact remains that no level of rent is low enough to 
compensate for the inability to hire and retain great 
people.

Just as there is a wide variety of middle- and 
high-income neighborhoods, not all low-income 
neighborhoods are identical.  Some might work 
great, and others might not, but ultimately, because 
it’s all about the money, a decision to locate in a 
low-income neighborhood must be made primarily 
because that location offers the best overall chance 
to help the business grow and be profitable.

Larry Colson is managing director of Auto/Mate, Inc. 
(www.automate.com), a supplier of automobile dealer 
management systems based in Albany, NY.

Pebble after Pebble after Pebble

by Sue Wollan Fan

The question is not “What does it take to start 
a business in a low-income area” but “what does 
it take to start enough businesses to wake up an 
underperforming market?” Underperforming 
markets lack confidence—consumer confidence 
that families can shop safely without exploitation, 
business confidence that owners have enough paying 
customers, and investor confidence that financiers 
can achieve a decent return.  Underperforming 
markets need what Gen. Colin Powell calls an 
“overwhelming force” or what might be called 
extra-ordinary momentum to create a tipping point 
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where an area begins to attract new businesses and 
investment on its own.  The question is not what 
you can do alone but what can be done together.  

Let’s take West Broadway Avenue in North 
Minneapolis.  North Minneapolis is a stone’s throw 
from downtown Minneapolis, with a population 
of nearly 67,000 residents.  Every day, 20,000 
commuters travel on West Broadway between 
the western suburbs and downtown Minneapolis.  
Sounds like a desirable urban market, right?  
Wrong.  Over 40 years of disinvestment have 
left West Broadway—the historical, economic, 
and social spine in North Minneapolis—with 
safety concerns, vacant buildings, and virtually 
no businesses, amenities, or local jobs. New 
investment is beginning to flow to surrounding 
residential housing, and West Broadway is prime 
for commercial development.  What needs to 
happen to stimulate significant business and retail 
development in this low-income, underdeveloped 
market?

What has not worked is recruiting a “white knight.”  
Target Corporation, a company filled with arguably 
the best and brightest retail talent in the country, 
stepped up to open a West Broadway retail store.  It 
eventually closed this store after it failed to produce 
necessary profitability.  The problem: Target went 
in alone.  It was the only retailer in the game when 
it should have been merely leading the charge.   

Low-income areas lack investment over an 
extended period of time.  One business, operating in 
isolation, is quickly defeated by the lack of consumer 
confidence.  Everyone watches the guinea pig; first-
mover advantage doesn’t materialize unless there are 
others following closely behind.  North Minneapolis 
residents currently spend over $7 million on 
restaurants located outside their community; in 
other communities, successful restaurateurs would 
be clambering to capture a chunk of this market. 
Instead, entrepreneurs are spectators, watching 
to see what happens rather than making things 
happen. It takes a lot of motion to inspire business 
owners to jump into the game.  Momentum creates 
confidence, and confidence stimulates investment. 

Catalyst Community Partners, a group of social 
entrepreneurs, is bringing private-sector experience 
to develop West Broadway.  Catalyst is focused on 
orchestrating momentum rather than recruiting a 
single major retailer.  Inspiring new business in an 
underperforming market takes continuous motion.  
Instead of dropping a big brick in a stagnant pond, 
Catalyst is dropping pebble after pebble after 
pebble—a continuous stream of pebbles creating 
waves and ripples of change.  These pebbles mean 
redeveloping 10 to 15 small, vacant buildings, 
creating new enterprises in partnership with local 
business operators, and shining a spotlight on 
every new development.  It’s about inviting local 
community members to bring forward their ideas 
for a local coffee shop, community bank, 24/7 
daycare center, and cafés and restaurants.  Catalyst 
recruits professionals to volunteer their expertise 
in marketing, finance, design, and engineering to 
build these local businesses.  

This sounds easier than it is.  Creating or attracting 
many businesses simultaneously to underperforming 
commercial corridors like West Broadway takes 
more than experts and entrepreneurs.  It takes 
corridor-wide public financing vehicles that make it 
easy to develop many small projects simultaneously.  
Too many public financing vehicles are geared 
exclusively toward large, singular shopping-mall-
type developments. These vehicles aren’t available 
to the small, $2- to $4-million neighborhood rehab 
projects.  These smaller projects are exactly the 
pebbles that create the momentum that attracts 
investment.  Public financing has to encourage 
concentrated development in low-income, 
underperforming areas to get private investment 
flowing again.

Success breeds success.  Not all businesses are 
created equally; not all businesses have the ability 
to attract skeptical shoppers.  We have to create 
or recruit key retail anchor businesses that create 
frequent consumer shopping trips around which 
other smaller businesses can feed.   And we have 
to be discerning by leveraging market studies to 
pick the businesses that matter most to the local 
community. 
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I started by referencing a big national retail chain.  
Multinational consumer companies have followed 
others across uncharted waters to underdeveloped 
markets in China and India, for example.  Yet 
opening retail stores in underdeveloped U.S. urban 
markets, until recently, was supposedly too risky.  
Today, underperforming urban markets are the 
new frontier for larger retailers learning to serve 
consumers out of smaller corner stores rather than 
big suburban boxes.  West Broadway is a perfect 
laboratory for retailers who are clambering to create 
new ways to reach multicultural urban markets 
across the country and around the world.

The success of Best Buy stores in Puerto Rico, where 
the average annual income hovers around $14,000, 
defies old myths that low-income markets don’t reward 
investment. Relevant, adaptive, and competitive 
businesses will be rewarded in any market, including 
underperforming, low-income ones.  

So what does it take to start enough businesses to 
stimulate an underperforming market?  It takes 
momentum.  Creating momentum across a corridor, 
in turn, creates consumer confidence, business 
confidence, and investor confidence.  

Sue Wollan Fan is president of Catalyst Community 
Partners.

The Intrinsic Contribution of 
Shopkeepers 

by Bill Green

As superintendent of the Minneapolis Public 
Schools, my focus is on the educational welfare of 
our city’s schoolchildren.  Our central challenge is 
to meet their needs in the classroom, spark their 
capacity to aspire and achieve, and prepare them to 
become contributing citizens to our society—and it 
is a challenge that we must meet.  For all of our 
children, especially those who come from less, we 
must be educators who can inspire children to see 
the unseen and imagine the unimaginable.  The 

work is daunting.  There is no room for excuses.  
Failure is unacceptable.  

Having said this, self-worth and the capacity to 
learn often go hand in hand, and children gauge 
self-worth by what and who they see around them 
in the community.  I see children from our poorest 
neighborhoods who cannot envision much of a 
future for themselves.  For some of these children, 
learning is a hollow effort, tenuously linked to a 
kind of life that is far from their experience.

I once met an African-American teenager, “Marcus,” 
who does not know one African-American man 
who is legitimately making money through a 
business he started and nurtured.  Marcus knows no 
man or woman who has created jobs and stimulated 
economic vitality in the neighborhood.  He, like 
an increasing number of his friends, is buffeted by 
unstable residential circumstances.  Consequently, 
he knows little about the intrinsic value of the 
constant presence of the neighborhood shopkeeper 
who, with other adults invested in the community, 
is rebuilding the village to raise all children.

For Marcus, an understanding of the worth of 
neighborhood business—a worth that extends well 
beyond the financial success of the business owner—
has not come from his neighborhood encounters.  
But perhaps this understanding can be developed 
through experience at school.  Our public schools 
cannot succeed without partnerships.  Teachers and 
parents must collaborate to ensure that learning is 
supported in school and at home.  Schools and the 
greater community must collaborate to produce 
graduates capable of thriving in and contributing to 
our city.  Civic leaders, local business owners, and 
concerned citizens play crucial roles in supporting 
public education.  

Neighborhood business owners can serve as role 
models and stabilizing influences in the lives 
of students like Marcus. By investing in the 
neighborhood, they invest in their neighbors.  
By their presence, neighborhood businesses and 
business owners demonstrate a previously unseen 
and unimagined reality, helping students see 
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concrete examples of the futures they have the 
potential to make for themselves as entrepreneurs 
and business leaders.

Bill Green is superintendent of the Minneapolis School 
District.

Not Because of Charity  

by Jake Haulk

What would it take for me to start a business in a low-
income neighborhood?  It depends on what “low-
income neighborhood” means.  Is it recently low-
income because of loss of key industrial employers 
or a big drop in prices received by the dominant 
local agricultural product?  Or is it poor because 
of years of welfare dependency, social pathologies, 
high crime rates, and so on?  

In the first category, the decision to start a business 
in the low-income area would be based largely on 
standard economic and business decision factors.  If I 
were a retailer, I would want to know (a) what other 
competitors are already there or planning to move in; 
(b) whether there is adequate purchasing power in the 
area to generate adequate sales volume; (c) whether 
adequate transportation and utility infrastructure are 
available; (d) whether state and local government 
taxes and regulation make it difficult to start and run 
the business; and (e) whether there is an adequate 
trainable workforce.  If I were a manufacturer, I 
would need to know all the same things the retailer 
needs to know except local purchasing power.  

For inner-city areas with crime problems and a 
population with weak labor force attachment, the 
deck is definitely stacked against private capital 
and business startups.  For retail, the prospects are 
especially daunting because of theft and vandalism 
that force prices to be higher than normal in a 
market area with already weak purchasing power.  
Nonetheless, there are examples of businesses that 
have figured out how to make such ventures viable.  
Many retail outlets operated by newly arrived ethnic 

groups who are able and willing to take the risks 
associated with inner-city problems have shown it 
can be done.    

Sav-A-Lot grocery stores have developed a retail 
platform scheme that works in low-income, inner-
city neighborhoods.  The stores are smallish, carry 
basic items, and avoid frills.  Yet they do offer several 
hundred quality items that residents use frequently.

In the case of a firm with a good or service that 
could be produced with entry-level, low-skill but 
teachable workers and that could be housed in a 
facility where the workers and machinery could be 
secured and protected, it might be feasible to locate 
in a troubled low-income area.  Typically property 
tax abatements and training grants are available to 
help firms that are willing to risk capital in these 
neighborhoods.  That might help.  But a business 
locating in these neighborhoods should do it 
because it is good business, not because of charity.  

The difficulty, of course, is that do-gooders will 
complain about sweatshop conditions, and, in non-
right-to-work states, unions will want to organize 
the facility as soon as possible.  Little wonder there 
are few productive enterprises operating in low-
income, inner-city neighborhoods.  

If I were thinking about risking capital and sweat 
equity in a low-income, inner-city venture, I would 
want some local partners to buy in—not necessarily 
with money but with commitment to help the 
operation be successful.   Supervisors and managers 
must have some leadership skills. These people 
must understand the needs, biases, and culture of 
the workers and communicate with them.  

I would never contemplate operating as a nonprofit 
or a purely charitable organization.  People in low-
income neighborhoods need to see the benefits and 
rewards of striving for excellence and making a good 
return for investors.  Otherwise it is just another 
vehicle for income transfer—something already far 
too prevalent in some inner cities.  

Jake Haulk is president of the Allegheny Institute.
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Come to My Neighborhood

by Barbara A. Johnson 

The first time I met R.T. Rybak was in the midst of 
trying to recruit a coffee shop entrepreneur to the 
Victory Neighborhood in North Minneapolis. I was 
the chair of the Victory Neighborhood Association, 
and coffee shops were springing up all over the city, 
except in my neighborhood.  It was 15 years ago, 
and Rybak was working for Starbucks. Starbucks 
was having trouble with its Linden Hills location 
in South Minneapolis—the neighbors didn’t like 
the smell of roasting coffee.  I knew my neighbors 
wouldn’t care, as long as they got a coffee shop. 

Rybak, now mayor of Minneapolis, was very nice 
and met me for breakfast near a building that was 
for sale on a busy commercial corridor, one block 
from a parkway used by 450,000 people a year.  He 
brought the neighborhood demographics back to 
Starbucks executives, but they weren’t interested.  
They sent me a nice mug and a pound of coffee, but 
I got no coffee shop.  Dunn Brothers and Caribou 
also took a pass: We didn’t meet their numbers.  
Finally, a retired minister who looked like Santa 
Claus started an independent coffee shop in 
Victory.  It was a hit and became a neighborhood 
gathering place, but it wasn’t easy, and it was a long 
time before he was able to hire any employees.
 
This was a lesson to me in the struggles of starting and 
running a business in an economically challenged 
area.  There are so many problems beyond the 
general level of lack of spendable income.

•	People	in	less-affluent	neighborhoods	are		
 more conservative with their money. 
 
•	Businesses	in	less-affluent	neighborhoods		
 experience issues with crime.  Surveillance  
 cameras have been stolen from the top  
 of buildings in my ward, and break-ins and  
 vandalism occur more often than in affluent  
 neighborhoods. 

•	It	is	harder	for	businesses	in	less-affluent		
 neighborhoods to get dependable employees;  
 workers worry about their safety.  

•	In	grocery	stores,	shoplifting	is	a	huge			
 problem.  The margin for these businesses is  
 very thin, and the cost of the crime problem  
 is difficult to overcome.     

Having said the negative things, I am grateful for 
the entrepreneurs who have built businesses in my 
area.  They are people who have truly put their own 
dollars on the line—and neighbors appreciate them 
and patronize them.

•	Right	now,	an	art	studio	that	houses	a			
 neighborhood theater company is host to a  
 weekly farmers’ market.

•	Restaurants	have	been	rehabilitated,	
 and neighbors love to be able to walk to  
 breakfast, lunch, and dinner.

•	A	pharmacy	has	moved	into	our	community.
  
•	We	have	the	best	pet	hospital	and		 	
 veterinarians in the area.
  
•	Our	locally	owned	hardware	store	won	
 “Best Hardware Store” recognition from 
 City Pages.  Its success is due to the hard  
 work of the owners, but it is fragile.  

The current economy has made things more difficult.  
I am running for reelection and as I door knock, 
voters tell me it’s important to have a viable business 
community.  It is hard work, but we Minneapolitans 
must remain committed to supporting the efforts of 
business people in this city.
 
Barbara A. Johnson is president of the Minneapolis 
City Council.
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A Priority of Any Prosperous State

by Dan McElroy

First, what do we mean by a low-income 
neighborhood?  The archetype is an urban area, 
such as Whittier in Minneapolis or Frogtown in St. 
Paul.  Similar income and wealth characteristics 
can be found, however, in some rural areas.  

I’ll begin with the advantages of starting or 
expanding a business in an urban area.  

Recent studies by nonprofits such as Social Compact 
have discovered that low-income neighborhoods in 
many cities have more money than U.S. Census 
Bureau data would have us believe—and an 
“income density” far beyond many suburbs or small 
towns.  This means that there are potentially more 
customers for products and services than we might 
imagine.  Other advantages include often great 
locations near high-value markets and potentially 
lucrative customers.  

Just look at the corner of University and Snelling 
avenues in St. Paul as an example.  Many Target, 
Rainbow, Herberger’s, Walmart, and Office Max 
guests come from different areas of St. Paul to shop, 
even though the neighborhood is considered lower 
income.
 
In that same neighborhood, merchants discover 
a large and willing labor force that, while it may 
require training, may qualify for generous federal 
tax benefits such as the “Work Opportunity Tax 
Credits” and other programs.  Entrepreneurs willing 
to start or expand businesses will find available 
capital from “micro loan” or urban initiative funds 
that target low-income areas.

Moreover, urban neighborhoods have nonprofit 
neighborhood and economic development 
organizations to help businesses.  

Finally, businesses opening in urban neighborhoods 
draw loyal customers who patronize them—
sometimes even after they leave the neighborhood—

because they are seen as pioneers willing to work 
in a challenging environment.  Supporting local 
businesses is not just a slogan in many urban 
neighborhoods, it’s a cherished practice.  

Of course, opening a business in a low-income urban 
area is hardly without challenges, ranging from high 
crime rates to potentially declining property values, 
from customers unwilling to enter a “dangerous” 
area to the general hassle of being in a tougher part 
of the city.  

The question of what it would take to open or 
expand a business in a low-income neighborhood in 
the city—after reviewing the issues just raised—is 
answered with the presence of four key ingredients: 
A good location; market opportunity; potential 
clients within an acceptable radius; and banks or 
other lenders willing to take a risk.  

Businesses can be attracted to small towns for 
many of the same opportunities and face the same 
challenges as their urban counterparts.  

Low-income small towns have lower wages, 
especially if they’re a distance from a metropolitan 
area.  There’s less competition for workers, and the 
cost of buying or leasing existing buildings is often 
lower than in metropolitan areas.  And there are 
usually incentives for small businesses similar to 
those available in urban neighborhoods.

So why doesn’t everyone simply move business to a 
small town?  The available labor force may not have 
the high tech or manufacturing skills required.  Small 
towns rarely have the mix of professional partners—
accountants, ad firms, attorneys—demanded by 
more technologically advanced employers.  Perhaps 
the largest problem is attracting top talent in fields 
such as sales, marketing, engineering, laboratory 
science, or senior management.  Companies that 
depend on the talent coming out of local universities 
and colleges, or that need to appeal to established 
executives in the workforce, may struggle to 
convince candidates that small-town life is right for 
them.  
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There is, of course, a public good in revitalizing 
low-income neighborhoods that can justify 
public investment.  Minnesota’s Department of 
Employment and Economic Development helps 
cities and towns face that task every day with an 
arsenal of economic development programs.  

It is my belief, and Minnesota’s policy, that 
investing in low-income neighborhoods to create 
economic growth should be among the priorities of 
any prosperous state and nation.

Dan McElroy is commissioner of the Minnesota 
Department of Employment and Economic Development 
(DEED).

“Maybe I am Crazy”

by Alberto Monserrate

“Maybe I am crazy” was my last thought right before 
I decided to open a business in the East Lake Street 
area in 2001.  That’s what just about everybody I 
knew at the time thought of me when I took the 
plunge.  I was leaving a successful ten-year career as 
an investment adviser in a large corporation with a 
comfortable downtown office.  I had left that comfort 
to start a Latino media company in none other than 
Minnesota, and in one of the most economically 
depressed neighborhoods of the state.  

East Lake Street was an economically depressed 
area for several decades.  In the late 1990s, a huge 
influx of immigrants, primarily from Latin America 
and Somalia, moved into the neighborhoods 
surrounding East Lake Street, and hundreds of 
businesses emerged to serve those populations.  
In 1996 there were four Latino-owned businesses 
around Lake Street; by 2007 that number had 
grown to 253.  Those businesses created close to 
900 new jobs in the area.  My business, LCN Media, 
eventually grew from three to 30 employees over 
nine years and from $60,000 in yearly revenue to 
close to $2 million in projected revenue in 2009.  

The most important question for me in possibly 
opening or expanding a business would be: Where 
is my market?  Close to 20 percent of our media 
audience for our weekly newspapers and our 
radio station live close to our office.  This allows 
us to keep in touch with our audience and to 
interact frequently. Our audience and many of our 
advertising clients (a substantial percentage of our 
advertising clients are Latino-owned businesses 
in the Lake Street area) can easily visit us and do 
business with us because they are physically close.  

A second question would be: Can I recruit the 
employees I need to work for us?  Recruiting 
employees from the neighborhood has been a 
challenge.  It has required intense in-house training.  
A substantial percentage of employees we’ve hired 
went to high school in the area.  We have been 
disappointed with the quality of education of the 
local high schools.  Most of our employees who 
grew up in the area were not able to write properly 
in either English or Spanish when hired.  Improving 
the quality of schools in low-income neighborhoods 
would really help improve the number of qualified 
employees available to businesses in the area.  

Recruiting employees who lived outside the 
neighborhood was also very challenging in the 
early years.  Lake Street was perceived as a high-
crime neighborhood.  But crime has been reduced 
substantially in the Lake Street area over the past 
ten years.  The change from vacant storefronts to 
low-vacancy rates, along with the vibrant economic 
environment, have scared away criminals, which in 
turn has helped employee recruitment.  Well-lit streets 
and a strong relationship between police and the small 
business community can go a long way to help retain 
and recruit employees and keep customers safe.  

The third question whose answer would most 
influence my decision would be: Can I get adequate 
financing for startup or growth?  Banks and 
traditional investors usually view a business starting 
or expanding in a low-income neighborhood as too 
risky.  Nontraditional lenders and investors like the 
Metropolitan Economic Development Association 
(MEDA) or Milestone Growth Fund can help 
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reduce the financing gap.  They are helped by the 
Small Business Administration and state agencies.  
Over $600,000 in financing from Milestone Growth 
Fund, subsidized by federal and state governments, 
were crucial to LCN’s survival when nobody else 
would finance our business.  Over half of that money 
has been paid back.  

A fourth question that would influence me 
would be: What are the business-regulatory 
environment and tax rates like?  Several costs 
such as gas prices, sales taxes, property taxes, 
security costs, employee training costs, insurance 
costs, and financing costs are usually higher in 
low-income inner cities.  To reduce the risk of 
doing business in East Lake Street, the city needs 
to become friendlier to business and decrease the 
burden of taxes.  

Over the past ten years, commercial and residential 
property values more than doubled in the East Lake 
Street business corridor.  But then commercial 
property owners experienced drastic increases in 
property taxes and, in turn, had to increase monthly 
rents for businesses in the area.  Immigrant-owned 
businesses, in other words, became victims of their 
own success.  One option would be to reduce 
property tax rates.  Another would be to finance 
the increases over time.  A reduction of state and 
federal income taxes on profits made in the inner 
cities and a reduction of capital gains taxes could 
reduce the risk of doing business as well as help 
close the financing gap.  

The regulatory business environment can also be 
very important.  Minneapolis has a regulatory system 
that is very complicated, constantly changing, and 
very hard for immigrant owners to understand.  

Finally, I also want to mention that the federal 
government could promote business growth in low-
income neighborhoods by changing its immigration 
system so that more immigrants are allowed to enter 
the country to start businesses.  A disproportionate 
number of businesses nationally and internationally 
are started by immigrants.  Many immigrants come 
to the United States with a great drive to succeed 

and see starting and owning a business as the only 
way to advance economically.  

Our immigration system is too focused on providing 
visas for immigrant workers.  The system should 
be more focused on providing visas to investors 
and entrepreneurs. An entrepreneur-friendly 
immigration system could create millions of jobs 
in our most economically challenged inner cities.  

Alberto Monserrate is a co-founder, president and CEO of 
Latino Communications Network, LLC (LCN Media).

A Flashier Idea

by Peter Nelson

Starting a business in a low-income neighborhood—
especially one with a high concentration of 
poverty—requires a healthy tolerance for risk.  The 
reality is, today’s low-income neighborhood would 
almost certainly need to become moderate- to 
middle-income before I’d start a business.  

Here’s how Myron Orfield, a Democrat and former 
legislator, summarizes the challenge:  

In terms of business development, areas of 
concentrated poverty have great difficulty 
competing with developing suburbs that have 
middle-class customers, low taxes, less crime, 
cheap land with increasing values, room for 
expansion and parking, new highways, and no 
demands on companies to mitigate previously 
created environmental problems. Thus, it is not 
surprising that even when enormous financial 
resources have been devoted to enterprise 
zones or inner-city tax abatements, it has 
been very difficult to stimulate viable business 
opportunities that employ core residents.

Considering these competitive disadvantages, it’s 
not reasonable to expect a business to invest in that 
environment, even with public subsidies.  The risk 
is too high.
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Yes, a new business will add commerce and circulate 
dollars within a community.  But the idea that a few 
new businesses in a neighborhood can turn it around 
is just not realistic.  The neighborhood needs to be 
ready first to sustain the business.
 
The fact is, a neighborhood’s economic status depends 
on much larger economic, political, social, and 
environmental factors. Low-income neighborhoods 
deteriorated substantially through the 1970s 
and 1980s but made dramatic improvements 
through the 1990s. According to research by the 
Minneapolis Federal Reserve, this turnaround 
occurred primarily due to “broad economic factors 
leading to income growth.” Essentially, the rising 
economic tide—not government programs—lifted 
these neighborhoods.

With that in mind, a presently low-income 
neighborhood would require broad economic gains 
that lift it into a more moderate- to middle-income 
status before I’d open a business.  On both the state 
and federal level, that requires a more business-
friendly tax and regulatory climate.  Reducing 
corporate tax rates, the second-highest among 
Organisation for Economic Co-operation and 
Development (OECD) nations, would be a start.

Thus far, I’ve offered an admittedly rather ho-
hum assessment.  So let me posit a flashier idea for 
spurring a neighborhood’s economy.

Remember, in addition to economic factors, a 
neighborhood’s economic status also depends 
on environmental factors. Why not add some 
environmental features to a low-income 
neighborhood—such as a lake or a parkway—that 
will attract new higher-income residents?

Many American cities contain large and isolated 
areas where the city’s poor cluster.  This concentrated 
poverty tends to magnify associated social and 
economic harms.   Further, the inertia inherent in 
a larger mass of poverty makes it harder to redirect 
these neighborhoods away from economic decline.  

Because concentrated poverty reinforces a downward 

spiral for neighborhoods, a number of observers, 
including Orfield, urge policies that spread low-
income people to the suburbs.  Why not try the 
reverse and encourage people with higher incomes to 
move a bit closer to lower-income neighborhoods?

I surmise that the Twin Cities’ natural environment 
helps mitigate the concentration of poverty.  The 
abundance of waterfront throughout the Twin 
Cities—and the high-income neighborhoods that 
lake property cultivates—limits the area available 
for contiguous low-income neighborhoods.  

A few more well-placed artificial environmental assets 
could further break up neighborhoods and disperse 
poverty.  Thinking big, what if ten square blocks of 
North Minneapolis were cleared to add another lake 
to the City of Lakes portfolio?  Or, consider a new 
parkway meandering through that neighborhood.  

Obviously these efforts would meet severe and well-
warranted criticism from residents who might get 
displaced.  Any extreme makeover needs to respect 
residents’ property rights.  

But this makeover may be easier and cheaper than 
at first it might appear.  There may be enough 
foreclosed houses to plot a new parkway without 
displacing great numbers of residents.  And, 
homeowners in the way might gladly trade up to 
city-owned houses a block or two away. 

Admittedly, this is just my putting a pipe dream on 
paper.  A scheme of this magnitude would likely be 
too costly and too disruptive.  Inevitably, someone 
will label it racist.

Therefore, if someone really wants me to start a business 
in a low-income neighborhood, fostering a friendly 
business climate that lifts all boats is probably the wiser 
(and saner) course.  Nonetheless, what’s more likely 
in the next ten years: low business taxes or a massive 
public works project that changes the character of 
North Minneapolis?  I suspect the latter.

Peter Nelson is a Policy Fellow at Center of the 
American Experiment.
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Uniquely Threatening Laws

by Grover Norquist

Investing in a low-income neighborhood means 
that one will own property—land, buildings, cash 
registers, kitchen facilities, etc.—that are physically 
located in an area surrounded by people with no jobs 
or low-paying jobs.  This suggests certain challenges 
to your property’s legal and physical safety.

Why are the people in the neighborhood poor? They 
are living in one of the freest nations in the world 
with fairly robust national laws protecting property 
rights and freedom of contract.   The first and most 
likely reason for such a “poor economy” zone inside 
the United States is that the state and local laws are 
uniquely threatening to economic growth and job 
creation.  Many cities run for decades by Democrats, 
many Indian reservations, and rural areas in some 
states are hostile to business creation. Tax policies 
often punish investment.  The governments at the 
state or local level could be particularly corrupt, 
failing to provide services such as police and fire 
protection and food inspection that government 
officials insist only they can provide.  

If one were to do a Google  map of the relative 
size of government in terms of public employment, 
regulatory costs, plus other public sector costs, the 
place on the map with the “most” government 
would also be the worst when it comes to job 
creation and wealth creation.  It is possible that 
through pure chance one could co-locate a large 
collection of individuals with little drive, ability, or 
willingness to work. More likely, these areas began 
with plenty of folks with get up and go, but the 
government made it too hard to succeed in starting 
new businesses, and those same folks got up and 
went. Most often, inner cities and depressed rural 
areas both exhibit declining populations.  Those 
contented with stagnation tend to stay put.  You 
know all those movies and novels where the rural 
kid arrives in New York City by bus to make his way 
in the world?  Those kids got on a bus someplace 
that didn’t provide opportunities.

The flip side of taxes, regulation, corruption, and 
the failure to prevent and punish crime are those 
government projects that actively depress job 
creation: Welfare and high-paying government 
jobs.  Why start a business or go to work if you can 
get by with “welfare” in all its various forms?  Why 
work hard to start a business when you know the 
guy across the street works few hours and brings 
home a government salary, pension, and benefits 
that dwarf the rewards of starting a new business?  
(Recent studies show federal workers have pay/
pension/benefit compensation packages twice that 
of the private sector.)  Better to wait for the lottery 
of getting a government job/entitlement for the rest 
of one’s life.  Why be a sucker?  Be a suckee.

The only way to fix this is to change the laws.  And this 
will only happen in Republican-controlled states, 
taking control away from Democratic-mismanaged 
cities.  Some governors get good press by taking 
over failed city schools.  When the Republicans 
controlled the legislature and governorship in 
Michigan, they should have taken over Detroit and 
cut its taxes, reduced regulatory burdens, defended 
property rights, and fired government employees 
who were not needed or not working.

Entrepreneurs would trust a change brought by 
the state level—they are unlikely to believe that 
a single honest mayor could survive against the 
teachers union, AFSCME, and entropy.

Grover Norquist is president of Americans for Tax 
Reform (www.atr.org).

Education is the Only Long-Term 
Solution

by Vance K. Opperman

First, the easy answer to this symposium’s question 
is that one should not be asking questions about 
starting or expanding businesses in low-income 
neighborhoods because, left to the forces of the 
market, very few people would expand or start 
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a business in a low-income neighborhood.  By 
definition, low-income neighborhoods for honest, 
market-driven businesses are not very compelling 
markets.  Retail businesses do better, and hence 
are located more frequently, in neighborhoods that 
have money.  A drive through any low-income 
neighborhood will confirm this obvious fact.

The problem with this kind of question is that it 
inevitably leads to a discussion of non-government 
organization support, business tax credits, or, even 
worse, “enterprise zones.”  Economic mechanisms 
that are designed to correct the market or make up 
for market gaps always  run up against the shoals 
of economic reality.  Taxpayers pay, and they pay 
for inefficiency as a result.  Moreover, most of these 
programs constitute nothing more than cosmeticized 
payments to political supporters or targeted voting 
populations.

Therefore, these are basically dead-end efforts.  And 
don’t we all really know that, based on the failure of 
so many of these programs locally and nationally?  

Here’s what would change my mind.  Jobs are not 
going to be economically viable and businesses will 
not flourish in any locale that lacks skilled people 
and has high crime.  Furthermore, zoning laws often 
restrict the movement of capital and free markets in 
ways that rigidly enforce ghettoization.  Therefore, 
any kind of program that targets entrepreneurial 
activity for low-income neighborhoods should 
follow the Metropolitan Economic Development 
Association (MEDA) model (www.meda.net).

MEDA was started in 1967 as a result of and as a 
response to the North Side race riots in Minneapolis.  
Over the years, the organization has supported many 
successful minority businesses to the point that in 
any one year, more than 5,000 people are working 
at minority businesses.  Many of these businesses 
have achieved financial success, including sale and 
merger.  These tend to be entities where individuals 
from low-income neighborhoods have left these 
neighborhoods to seek opportunities elsewhere.  
MEDA is supported almost entirely by private 
enterprise, and its board contains executives from 

area companies.  It is not a government program, 
and, for approximately 90 percent of its budget, 
it does not spend government money.  In any 
case, I say we should strive to get the people with 
gumption out of low-income neighborhoods and 
make opportunities available for them.  

Second, government could play a role, both through 
zoning laws and through mass transit development, 
in the establishment of clusters at the edges of low-
income neighborhoods where businesses could be 
located.  Sometimes these clusters exist naturally, as 
along Highway 55 in Golden Valley.  Other examples 
are Lake Street and other parts of the periphery of 
low-income neighborhoods where opportunities 
for commerce exist.  These opportunities can 
be maximized by intelligent zoning and transit 
policies.  

I can’t leave this topic without stressing that direct 
money, cash grants, and tax schemes all drain 
money away from the only long-term solution to 
low income: better education.  The solution to low-
income neighborhoods is not to be found in starting 
or expanding the kinds of businesses that low-
income neighborhoods will support.  The solution 
to low-income neighborhoods is to be found in 
educational opportunities starting at a young age 
and in the removal of barriers to higher educational 
opportunity. 

Vance Opperman is CEO of Key Investment, Inc.

Look No Farther than Phillips 

by Andrew Parker

When New York was near bankruptcy and burning 
with the highest crime rate in the country, then-
Mayor Rudy Giuliani turned to cleaning up the 
city.  He implemented programs to address James Q. 
Wilson’s now-famous “broken window” thesis.  A 
police anti-graffiti task force and a privately funded 
nonprofit economic development corporation 
charged with identifying problem sites and painting 
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over the neighborhood had a profound impact on 
business development.

This approach has been used by a number of 
municipalities and other quasi-governmental 
entities, including a number of mass-transit 
properties around the country.  Here in our 
own Twin Cities, Metro Transit has successfully 
implemented a graffiti task force which has had a 
demonstrable positive impact on transit ridership.  
Each time blighted or troubled communities have 
gone the route of making their cover look better, 
the economic fabric under the cover has improved.

Notably, most blighted communities suffer from the 
stranglehold of poor transportation planning.  Like 
the jungles of the Amazon Rain Forest, access is 
difficult at best.  There is simply no clear or easy way 
in and no clear or easy way out.  A “land-locked” 
neighborhood without connection to commerce 
elsewhere through direct transportation paths is 
bound to struggle and collapse.  Creating access 
with ease must be a focus of assistance to a low-
income neighborhood.  Transportation planning, by 
necessity, is a public sector task.  It must, however, 
be accomplished with private sector coordination 
and input.

Due to depressed prices and all kinds of investment 
opportunities in low-income areas, once cleaned up 
and accessible, we can count on the smart money to 
pour in.  We need look no further than the Phillips 
Neighborhood on the outskirts of downtown 
Minneapolis for an example.  Once filthy with crime 
and choked off from major throughway interstates, 
a new face has been created, and plans to improve 
access have been devised.  Allina and Wells Fargo, 
two of the largest corporations in our state of 
corporate giants, have since moved in.  Wells Fargo 
neither sought nor received any public subsidies 
to relocate to Phillips. Allina received assistance 
related almost entirely to the obstacles posed by the 
particular building it was to inhabit.  Investment 
in the neighborhood has expanded significantly 
in the last decade, even with the promised access 
improvements yet to be completed.

Government incentives such as tax increment 
financing (TIF) and related subsidies are significant 
tools to entice development in low-income 
neighborhoods, but they do not deal with the 
fundamental objective of sustaining economic 
growth for the long term. Throwing public money 
at low-income neighborhoods far too often amounts 
to a short-term fix.  This is an attractive approach 
for elected officials and government bureaucrats.  As 
discussed, underlying systemic problems plaguing 
the neighborhood, however, will more often than 
not lead to significant pressure to increase state 
and local tax rates.  This will erode any sustained 
improvement.  The Milton Freidman adage of 
“cutting taxes under any circumstances, for any 
excuse, for any reason, whenever possible” is certainly 
worth remembering when attempting to enhance 
economic activity in a low-income environment 
(or, for that matter, any environment).  

Improving economic activity in low-income 
neighborhoods cannot be achieved on a sustained 
basis through free gifts (of course nothing is truly free) 
or through government subsidies.  Rather, we must 
go to work planning good access and brandishing a 
paint brush, garbage can, and weed wacker.  

Andrew Parker is a founding member and attorney with 
Parker Rosen LLC in Minneapolis.

Grabbing Cabs

by Sam Staley

Getting off the train in Port Chester, NY, a 
small blue-collar village north of New York City, 
commuters are likely to be greeted by a string of 
local taxi drivers ready to whisk them to their final 
destinations (usually home). Unlike taxis in most 
U.S. cities, taxis in Port Chester are woven into 
the fabric of the community, providing essential 
transportation services to the elderly, school 
children, and others who want the convenience 
of not driving the quick trip to a grocery store, 
department store, or restaurant.  
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Port Chester’s taxi business is an example of both 
the potential and pitfalls for business development 
in U.S. cities.  Taxis there ply the streets, alleys, and 
boulevards for customers of all types, sometimes 
scoring a high-margin fare to the Westchester 
County airport in White Plaines or to New York 
City, but most often settling for low-margin fares, 
averaging between $4 and $6, for rides in and 
around the two-square-mile village.  

More than 130 village residents, almost all of them 
low-income Latino and African Americans, have 
permits to drive a taxi in Port Chester.  Yet there is 
potential for even more entrepreneurship.  As in most 
U.S. cities, the taxi industry in Port Chester is heavily 
regulated, and the city caps the number of dispatch 
companies (at five, as of March 2009), and the 
number of taxi vehicles (75), and sets fares at $4 ($2 
for senior citizens) for trips within the village.  The 
transportation business barely squeezes by, as a result, 
limiting economic opportunity and upward mobility 
for low- and middle-income residents of the village.  
For example, the average wage of a taxi driver in the 
New York metropolitan area is just $24,000 to $30,000 
per year (net vehicle lease, insurance, and other costs).  
The potential to increase income through driver 
wages is limited, given the village’s price controls and 
the low-margin nature of the work.  

Given the village’s strict regulation of the supply side 
of the market—the cap on dispatch companies and 
vehicles—current drivers have little opportunity 
to strike out on their own and build equity in a 
new business by relying on their expertise in the 
market.

Port Chester is not unique.  Almost all cities 
heavily regulate taxis and other businesses, creating 
a daunting environment for start-up entrepreneurs, 
particularly those with more skills and experience 
than formal education.  In many cities, new firms 
get off the ground by simply hoping to get started 
below the radar screen of local building officials, 
regulators, and tax officials, betting they will 
eventually grow large enough to bring themselves 
into compliance when they are discovered.

Port Chester is common in another respect: It has 
an abundance of potential entrepreneurs ready 
to risk their labor and savings to start their own 
businesses.  These village residents, often deeply 
knowledgeable about their community, potential 
customer base, and technology needed to launch 
their enterprise, are ready to start businesses that 
meet perceived needs in the community.  For many, 
all they need is the freedom to start.  

Too often, local policy-makers look outside their 
own communities and neighborhoods when they 
want to encourage business development and job 
creation.  Yet most new jobs are created locally by 
small, often tiny, businesses.  The new companies 
that find their niche and are managed well become 
“gazelles,” the small businesses that create the most 
jobs.  Indeed, the key to job creation is not the 
number of companies that fail, but the number that 
start up.  Often, layoffs from existing firms become 
entrepreneurial base for new opportunities for those 
who stay locally.  

Oddly enough, at this level, formal business plans 
are less important than the freedom to strike out 
on a risky, new enterprise.  Most new businesses 
are capitalized by personal savings or loans from 
friends and family, not banks or venture capitalists.  
Only after these businesses establish track records 
do they qualify for loans in the formal lending 
network of banks and finance agencies. Start-up 
businesses in low-income neighborhoods are no 
exception.

The key is to create an environment that fosters 
entrepreneurship.  Clearly, the basics have to be 
in place.  Public safety and good infrastructure 
are paramount.  New businesses won’t be started 
where their owners and employees feel unsafe or 
threatened.

A low-tax environment is also essential, particularly 
because small businesses are in a precarious 
financial position for the first several years of 
their economic lives.  Local policy-makers should 
consider exempting small businesses with revenues 
under a certain amount (say, $250,000) from any 
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payroll or wage taxes for their first five years and 
then gradually phase in their taxes.

Finally, any regulation must be streamlined to 
minimize the impact.  Only regulations directly 
affecting the health and safety of the general public 
should be applied to these businesses.  Indeed, cities 
should automatically sunset all business regulations 
to force a re-evaluation of their relevance to the 
current economic conditions and environment.  

In the end, cities that are good stewards of their 
neighborhoods, public services, infrastructure, 
tax systems, and regulatory environments should 
be able to cultivate job creation from within 
their own backyards. The entrepreneurs probably 
already exist. They are simply looking for 
opportunities to make investments in their own 
economic future.  

Sam Staley is director of urban and land use policy at 
the Reason Foundation.

Silicon Valley and Israel

by John Tillman

Let’s begin by looking at the two best places in the 
world to start a business:  the obvious location of 
Silicon Valley and the surprising location of Israel, 
based upon startups per capita.

Israel has mostly hostile neighbors, a population of 
7 million (12 U.S. states are larger), and is a high-
tax country.  Yet it ranks second only to Silicon 
Valley for business startups.  What do these two 
places have in common, and can these features be 
transplanted to low-income, urban neighborhoods?

The following comes from a recent post at Venture 
Capital Cafe, a Web site devoted to the subject.

•	Both	Silicon	Valley	and	Israel	share	an		
 energized entrepreneurial spirit, informal  
 work atmosphere, pioneering risk-taking  

 ethos, and a large number of high-quality  
 immigrants.

•	400	Israeli	startups	emerge	annually,	more		
 than any European country.

•	The	number	of	funded	startups	has	doubled		
 since 2000.

•	Next	to	the	United	States,	Israel	has	
 more stocks traded on NASDAQ than
 any other country. High tech (which is
 minimally vulnerable to terrorism and   
 political instability) accounts for 50 percent  
 of Israel’s exports—about $15 billion   
 annually.

Israel seems an unlikely place for a high rate of 
business startups, as does much of poor, urban 
America. Yet Israel thrives.  Do these two places 
have anything in common? Similarities include a 
high-tax environment and an often-hostile security 
environment.  Clearly, lower taxes would be much 
more conducive to entrepreneurship, but high 
taxes and poor security are hindrances that can be 
overcome, as in Israel.

Many poor, urban neighborhoods have immigrants, 
some of whom are certainly high quality and have a 
pioneering, risk-taking ethos.  These neighborhoods 
usually exhibit informal work environments. There 
are also often many tight-knit, informal networks in 
urban America, from community activist groups to 
churches to social welfare organizations.  However, 
most of these networks are focused on things other 
than entrepreneurship.

By and large, an entrepreneurial spirit does not 
permeate the culture of poor, urban areas in the 
United States.  A first step would be to develop this 
mindset in the culture.

Why do individuals start businesses regardless of 
the cultural environment?  One Web site claims 
that the top five reasons individuals start a business 
are personal freedom, personal development, ego, 
money, and passion. 
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These five factors are useful, but they don’t really 
explain the root reason why people start businesses. 
I have started seven distinct businesses over the 
past 25 years (nine, if you count those started 
within an existing enterprise). I have spoken to 
thousands of entrepreneurs during my career, as 
well as hundreds of investors and thousands of 
committed workers.

In my view, individuals start businesses when they 
see that their personal opportunity can be maximized 
by starting a business rather than sticking with 
the status quo.  That personal opportunity may 
be freedom, development, ego, money, passion, or 
some other factor, but the leading factor is a sense 
of personal opportunity, however measured, over 
the status quo that creates the impetus to start a 
business. Otherwise, the status quo prevails.

So how do we combine individual motivation 
stemming from personal opportunity with the 
cultural environment to encourage people to start a 
business in a poor, urban neighborhood?  What can 
be done from a public policy point of view?

We must make our urban neighborhoods more 
conducive to entrepreneurs, to investors, and to 
workers. 

To put this all in public policy terms, here are three 
specific things that can be done.

•	Government	must	change	its	mindset	from
 being hostile to business to being a   
 champion of business. The government  
 policy-maker should seek to grow   
 government revenues by growing startups  
 and existing businesses while keeping tax  
 and fee rates low.  

•	Build	the	entrepreneurial	mindset	and		
 network.  Community leaders—from local  
 business leaders, to church leaders, to   
 elected officials, to community activists—
 all must embrace entrepreneurs and become  
 their advocates.  

•	Give	kids	a	chance	to	succeed	through	a		
 good education.  We can give the kids the  
 chance for that education by empowering  
 parents.  We need to expand charter   
 schools, expand tuition tax credits, and  
 expand vouchers so that all parents have 
 the power of choice.  That power will lead  
 to better opportunities for the children of  
 today who can and should become the 
 urban entrepreneurs of tomorrow.

The bottom line is that government policies 
are the primary obstacles to successful startup 
business environments in poor, urban America.  By 
changing these policies, we can see a strong, vibrant 
entrepreneurial culture emerge that once again 
tells the story of America’s resilience and knack 
for reinvention.  All it takes is political and private 
leadership and a willingness to turn the page on 
prejudices of the past.
 
When these policy steps take place, I’ll get busy.  
I know just the place to start an amazing business 
right here in Chicago.

John Tillman is CEO of the Illinois Policy Institute.

Consider the Minneapolis Riverfront

by Jim Van Houten

The title of this symposium might be misleading.  It 
implies that it is difficult to get a business to locate 
in a low-income neighborhood.  That premise is 
not true.  Not anywhere.  There is only a shortage 
in these neighborhoods of those businesses whose 
goals include serving nearby low-income consumers 
while earning a competitive return for their 
investment.  Let me explain.

Low-income neighborhoods offer certain 
competitive advantages.  For example, unless one 
has inherited wealth, low-income implies a smaller 
family budget for living expenses, and that requires 
an effort to rationalize the value proposition for 
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most basic purchases.  One important feature of 
this search for value is finding low-cost rental 
or ownership housing.  This competition favors 
landlords with the lowest property capital costs and 
expenses.  Researchers have shown that market 
incentives are in place such that housing that is 
older, less-well-maintained, most inconvenient in 
terms of nearby services, and often least desirable 
for other reasons, like crime, attract residents.

However, the competition for these low-income 
properties also includes non-landlords and non-
residents.  There is a simultaneous competition by 
developers for access to very large, lower-cost spaces 
near metro centers.

Just visualize from your own experience the large-
square-foot Walmart retail facility surrounded by a 
30-acre parking lot, or the commercial warehouse 
with its large ramps and loading docks with trucks 
constantly in motion to and from a nearby highway 
exit.  Similarly, consider a governmental competitive 
use for a new community center or hospital.  Clearly, 
many such business and government projects would 
be unable to locate near the metro center without 
the displacement of previous low-cost residential or 
commercial properties.

Such use-option decisions have a legitimate public 
purpose.  A decision to retain a specific section of low-
income housing benefits the poor.  But so does a move 
to create several hundred additional jobs, generate 
greater property taxes, and or provide updated 
health care or social services.  This community 
benefit calculation is reinforced by zoning laws 
that include guidelines such as “Highest and Best 
Use” criteria.  These criteria allow consideration 
of the property owner’s or community’s return on 
investment (ROI).  The differences between these 
returns are often substantial.  Prior to the current 
property market disruption, the Appraisal Institute 
estimated the returns on investment to be as follows: 
7 percent for industrial development, 15 percent for 
retail development, and 18 percent for residential 
condominiums.

These statistics demonstrate at least two profitable 

business opportunities in low-income neighborhoods: 
owning and renting the existing low-cost residential 
property inventory and starting commercial 
enterprises requiring large, appropriately zoned, space 
near a metro center.  However, the ROI generalization 
for residential condominiums in the paragraph above 
points also to a third opportunity.

One driver of downtown upscale residential 
development is a broader sociological trend known 
as “gentrification.”  It may not be clear whether 
condominium developments bring upscale retail 
and entertainment to a neighborhood or vice 
versa, but one need only compare the downtown 
Minneapolis riverfront today with ten years ago to 
realize the outcome is real.

All of the above bring us back to the “problem” 
area identified in the first paragraph: the lack of 
business expansion for firms whose goals include 
serving nearby low-income consumers while 
earning a competitive ROI.  This is a topic that has 
been researched widely, with three challenges most 
commonly identified.  The following summarizes 
the literature on these challenges as they affect 
investment in one of the most frequently identified 
needs of low-income consumers: high quality, 
competitively priced food.

•	The	first	challenge	is	differences	in		 	
 purchasing behavior.  Profitable and low- 
 cost grocery retailing is a mass marketing  
 operation with margins determined heavily  
 by inventory turnover, inventory mix,   
 smooth customer flow, and the size of the  
 average sale.  Consumers in low-income  
 neighborhoods purchase fewer high margin  
 items and have a much lower average sale.   
 Staffing efficiency is also made more difficult  
 by “paycheck day” purchase grouping and  
 credit-related issues.  

•	The	second	challenge	is	theft	and	damage		
 to goods by customers.  The profitable and  
 low-cost grocery model requires efficiencies  
 in inventory management.  A component  
 of this is a high ratio of display space to total  



29Center of the American Experiment

 square footage.  The poorest neighborhoods  
 have about 55 percent of the grocery square  
 footage as the best-off neighborhoods.  Some  
 of this size difference is the result of the need  
 for closer observation of customer behavior.   
 The grocery industry’s margins of one to two  
 percent are overwhelmed by shoplifting and  
 other merchandise damage of seven to eight  
 percent.  Vandalism to building exteriors and  
 related insurance also add costs.

•	The	third	challenge	is	employee		 	
 quality.  Employee turnover in low-income  
 neighborhoods is higher than at other   
 locations.  Above-average rates of tardiness
 and absence complicate scheduling.    
 Turnover increases supervisory expense,  
 training costs, inventory mishandling, and
 transaction errors.  Although difficult to  
 separate from customer theft, employee theft  
 at such locations may also be higher.

Gentrification and its subsequent neighborhood 
upscale residential expansion is an excellent long-
term opportunity, as does continued large-scale 
commercial development.  

Jim Van Houten is a member of the Board of Trustees of 
the Minnesota State Colleges and Universities system.

Better Things to Do with My Money

by Lou Wangberg

I really don’t want to start or expand a business in 
a low-income neighborhood.  Should I feel guilty?  
What would it take for me to compromise my 
pragmatic capitalist inclinations with my social 
responsibility?

As stated, this symposium’s question is personal 
because the “you” means to ask what I might do, 
acting according to my value system.  I am a selfish 
capitalist.  Capitalism’s very nature is selfish.  It is 
also directly and manifestly a matter of freedom.  

Capitalism encompasses freedom of economic choice 
and freedom of enterprise.  If I were totally free, 
then my answer to the symposium question would 
require little soul searching.  The risks outweigh the 
rewards in a low-income environment and thus the 
decision is simple.  However, in our complicated 
society, “simple” is no longer an option, because we 
have become altruistic social engineers.

The problem with capitalism is that it’s not just 
an economic system but a political one, too.  If 
capitalism were only an economic construct, then 
the answer to the question would be easy.  Capital 
seeks the highest possible return on its investment 
(ROI).  In part the reason that businesses do not as 
readily start or expand in low-income neighborhoods 
is because there is less promise of ROI.  Capital is 
mobile and can easily go where it produces the 
greatest rewards.

The fundamental economic questions of what to 
produce, how to produce, and for whom to produce 
are influenced very little by whether a “place” is low 
income.  The factors of production are affected to 
some degree.  Clearly, land may be less expensive 
in a low-income environment.  Labor, too, may be 
an attraction because of underemployment that 
characterizes many low-income neighborhoods, 
especially if the labor need is for low- or unskilled 
workers.  The other two factors of production, 
capital and entrepreneurs, are fluid and can be 
dedicated readily or removed at will.

What are we left with, then, when we answer the 
question?  It becomes a mostly social/political 
consideration.  Is it in the interest of both the broad 
and local society to invest in a physical location 
where the risk is greater and the return less?  Do 
we have the political will to encourage or dedicate 
precious resources in low-income neighborhoods?  
To what degree does our social conscience outweigh 
our self-interest?

As the 19th century progressed and both our nation 
and business grew, it became necessary to compromise 
the invisible hand of Adam Smith and increasingly 
to involve government in both our economic and 
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social decisions.  There are countless examples 
of controversial intrusions by government in our 
lives.  At the beginning of the 20th century, the 
Progressives proposed and implemented programs 
designed to make life, particularly in the cities, more 
tolerable.  The magnitude of the Great Depression 
created a massive problem that Franklin Delano 
Roosevelt tried to ameliorate with an avalanche of 
alphabet programs.  The trend sometimes slowed 
and sometimes accelerated, but it never retreated.  
Perhaps the best example of good intentions run 
amok is the Community Reinvestment Act of 1977 
(CRA).

The CRA was a well-intentioned attempt to eliminate 
redlining—the denial of lending services to people in 
certain low-income neighborhoods—and encourage 
investment and development where little or none 
had occurred before. Our collective conscience 
prevailed, and we began to fund loans that did not 
make economic sense on their own.  Our politicians 
found this so appealing that through repeated new 
acts and alterations they made significant changes in 
the law and regulations—eight times over the past 
32 years.  The end result was that increasingly risky 
loans were made, bundled as sub-prime investments, 
and sold to a market that believed that the only 
direction our economy could go was up.  

There was little verification of income, low or no 
down payments, interest-only adjustable rates, and 
other mortgage finance tricks.  When markets began 
to collapse in 2008, these unsustainable investments 
came back to haunt everyone who promoted and 
participated in them.  The CRA did not cause the 
economic downturn, but certainly aggravated it.  
The worldwide recession was probably unavoidable, 
but it can be argued that it would not have been 
so deep or long lasting without the loose standards 
that were applied in the CRA.
 
Some people would argue that all of the social 
experimentation and intervention in low-income 
neighborhoods over the past century has done little 
to change conditions.  People still live in abject 
poverty and lead degraded lives, but our social 
conscience is clean—we tried and we keep on 
trying.   I can’t stop the programs that perpetuate 
low-income neighborhood investment—just count 
me and any of my resources out.  I have better things 
to do with my money.

Lou Wangberg is a teacher and a former lieutenant 
governor of Minnesota.
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