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Executive Summary

In recent years, Chicago’s entrepreneurial ecosys-
tem has exploded with new organizations serving
more entrepreneurs in more places. Yet, women,
people of color, veterans, immigrants, and inner
city residents remain underrepresented as entrepre-
neurs and are not getting the support they need to
start and grow their businesses.

The Blackstone Challenge: A
Model for Catalyzing Inclusive

Entrepreneurship

To address the gaps in Chicago’s entrepreneurial
ecosystem and make it more inclusive, the Black-
stone Charitable Foundation, in partnership with
ChicagoNEXT of World Business Chicago, launched
the Blackstone Challenge in June 2017. The $3 mil-
lion, three-year initiative funds a cohort of entrepre-
neurial support organizations (ESOs) committed to
supporting underrepresented entrepreneurs.

ChicagoNEXT partnered with Justice Informed and
the Initiative for a Competitive Inner City (ICIC) to
collect quantitative and qualitative data and identify
the barriers and opportunities for creating a more
inclusive entrepreneurial ecosystem in Chicago. In-
sights from the evaluation can help all cities build
more inclusive entrepreneurial ecosystems.

Blackstone Challenge’s First ESO Cohort
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Recommendations for Catalyzing
Inclusive Entrepreneurship

1. Address organizational barriers to inclusivity
in ESOs:

e Recruitment: Hire diverse staff to expand
organizational networks. Invest in new part-
nerships with organizations that specifically
serve underrepresented entrepreneurs.

*  Application & Selection: Streamline long, ardu-
ous application processes, which may deter un-
derrepresented entrepreneurs. Ensure selection
panels are diverse to reduce unconscious bias.

e Location: Consider establishing a location
or offering programming in underserved
neighborhoods to address transportation
challenges and meet diverse entrepreneurs
where they are.

*  Program Design: Create tailored program-
ming to meet the unique challenges faced
by underrepresented entrepreneurs. Ex-
pand program hours and build in flexible or
virtual access points.

e Culture: Build a supportive, rather than hy-
per-competitive, culture. Increase the vis-
ibility of successful entrepreneurs from di-
verse backgrounds.

2. Invest in partnership-building and ecosystem

mapping: To address fragmentation in the entre-
preneurial ecosystem, more structured opportu-
nities like the Blackstone Challenge need to be
developed to provide a foundation of credibility
and trust for meaningful partnerships among
ESOs. Cities should also consider conducting
“ecosystem mapping” to provide a data-driven
resource for entrepreneurs to help them efficient-
ly connect to the resource providers they need.
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3. Provide sustainable, long-term funding for
inclusive entrepreneurship: Improving access
to capital for entrepreneurs from diverse back-
grounds may include initiatives that help inves-
tors change how they evaluate diverse entre-
preneurs. There is a critical need for long-term,
multi-year investments in organizations that not
only provide programming, but capital to under-
represented entrepreneurs.

The Important
Role of Inclusive
Entrepreneurial
Support

Organizations

In cities across the U.S., including Chicago, culti-
vating entrepreneurial ecosystems is a strategy for
creating economic opportunity and building wealth,
especially in marginalized urban communities that
need it the most. In order to achieve real economic
gains, entrepreneurial ecosystems need to be in-
clusive and support those entrepreneurs that are
currently underrepresented and not getting the sup-
port they need to start and grow their businesses—
women, people of color, veterans, immigrants, and
inner city residents.” Structural biases have a real
dollar effect on the bottom line of businesses run by
underrepresented entrepreneurs: minority-owned
firms earn only 48 percent of the revenue of nonmi-
nority-owned firms.?

Given that people of color comprise nearly 70 per-
cent of Chicago’s population, and 41 percent of Chi-
cago’s residents are living in the inner city (Table 1),
there is a clear economic imperative for supporting

entrepreneurs who identify as minorities or inner city
residents. In Chicago, the share of minority-owned
businesses is not keeping pace with the growth of
the minority population, which is consistent with na-
tional trends. While minorities represent 68 percent
of Chicago’s population, just slightly more than one
quarter (27 percent) of businesses in the city are mi-
nority-owned. Only about five percent of business-
es in Chicago are African American-owned.?

Women also continue to be underrepresented as
entrepreneurs in Chicago, with only 22 percent of
businesses in the city owned by women. Further,
while veterans are more likely than non-veterans to

Table 1. Demographic and Business Overview,

Chicago and the U.S.

. United
_

Inner City Residents 41% 10%
Minority Population 68% 38%
Mm9nty-0wned 27% 18%
Businesses

Minority-Owned o o
Businesses in Inner City R SIS
Worpen-Owned 20% 20%
Businesses

Veteran-Owned 6% 9%

Businesses

Notes: Minority population is defined by the Census and includes all race
and ethnicities except “White Alone, Not Hispanic or Latino.” National
statistics for the inner city is the average percentage of the 328 cities with
an inner city. Minority-owned businesses, women-owned businesses and
veteran-owned businesses use company/firm level data. All other business
data is for business establishments (defined as a single physical location
where business is conducted). Minority-owned businesses in the inner city
are share of minority-owned businesses located in inner city.

Sources: U.S. Census Bureau American Community Survey 5-Year
Estimates (2015); U.S. Census Bureau Survey of Business Owners (2012);
U.S. Census Bureau County Business Patterns (2015); and U.S. Census
Bureau ZIP Business Patterns (2015).
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be self-employed, only six percent of the business-
es in the city are owned by veterans, which is less
than the national average.*

Entrepreneurship is particularly important to inner city
economies. Approximately one quarter (22 percent)
of minority-owned businesses in Chicago are locat-
ed in the inner city.® An 18 percent increase in small
business employment in Chicago, or just over one job
per small business, could create enough employment
opportunities for all of the approximately 103,000 un-
employed inner city residents in Chicago.®

However, without adequate, intentional support,
women, people of color, veterans, immigrants, and
inner city residents will continue to be underrepre-
sented as entrepreneurs.

To Drive Inclusive Growth, Invest in
Inclusive ESOs

Recognizing the capacity that entrepreneurs have
to drive economic growth, Chicago has witnessed a
proliferation of ESOs over the last several decades.
ESOs—which include incubators, accelerators, and
other entrepreneurial hubs—are designed to ad-
dress the business education, capital challenges,
and market access issues that all entrepreneurs
face, but which are most acute for underrepresent-
ed entrepreneurs (especially those operating in the
inner city). Oftentimes, ESOs are the primary access
point, or the only access point, to the entrepreneur-
ial ecosystem for underrepresented groups. Hence,
when ESOs are not inclusive of diverse entrepre-
neurs, underrepresented groups face even greater
barriers to starting or scaling their business.

To truly maximize economic growth in Chicago and
build wealth and opportunity in the communities
that need it most, the entrepreneurial ecosystem
needs to be strengthened on two levels: (1) inter-
nally within individual ESOs, and (2) structurally,
across the entire infrastructure of entrepreneurial
support in Chicago. At an individual level, ESOs

need to scale their impact and become more in-
clusive by developing strategies for reaching and
supporting underrepresented entrepreneurs. At a
structural level, ESOs need to build strong connec-
tions with one another, and develop platforms to
share resources and information. Building on the
findings from this report, additional research needs
to be conducted to better understand gaps in the
ecosystem and the structural barriers that under-
represented entrepreneurs face.

The Blackstone
Challenge Model:
An Example

To address these gaps for underrepresented en-
trepreneurs, the Blackstone Charitable Foundation
launched a $3 million, three-year initiative in 2017
aimed at supporting and building a more inclusive
entrepreneurial ecosystem in Chicago. This coor-
dinated philanthropic investment, the Blackstone
Challenge, leverages the expertise and network at
ChicagoNEXT of World Business Chicago to identi-
fy and fund a cohort of Chicago-based ESOs that
are committed to supporting underrepresented en-
trepreneurs. To maximize its impact, the Blackstone
Challenge model was designed to build the capacity
of individual ESOs as well as the entire structure and
ecosystem of entrepreneurial support in Chicago.

While the Blackstone Challenge model represents
an exciting new process and model for inclusive
economic development, by no means does the or-
ganization or partners feel that they have “solved”
the myriad of issues that have left underrepresent-
ed entrepreneurs behind. However, it has made im-
portant progress towards this goal by building the
capacity of organizations delivering programming
and resources to new groups of entrepreneurs,
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strengthening partnerships across the entrepre-

, . Figure 1
neurial ecosystem, and catalyzing a broader con-

_ . _ _ Blackstone Challenge’s First ESO Cohort
versation around inclusive entrepreneurship and

growth in Chicago. In this section, we share some of
the learnings that have happened along the way to = 8—-
support the growth of similar efforts in other cities. I l I

Demographic Focus
All underrepresented
entrepreneurs

Building Individual ESO Capacity

In June 2017, the Blackstone Charitable Founda- Demographic Focus

tion and ChicagoNEXT selected eight innovative gﬁ% BEMEE  African-American and
ESOs (including one ESO partnership) (Figure 1) to female entrepreneurs
participate in the first year of the Blackstone Chal-

lenge. Blackstone Charitable Foundation granted a

total of $1 million to these organizations to develop Demographic Focus
or strengthen existing entrepreneurial training and BLUE|1647 African-American and
management education to underrepresented en- Latinx entrepreneurs
trepreneurs. In most cases, the ESOs do not solely

depend on Blackstone Challenge funding. It is be-

ing used to supplement, and as leverage for, other BUNKER Demographic Focus
sources of funding. See the Appendix for descrip- LABS——U

Veteran entrepreneurs
tions of each of the Blackstone Challenge ESOs.

Three of the cohort organizations (1871, Bunker P
Labs, and the Women’s Business Development ({b

. . . Demographic Focus
Center) received funding to develop online plat-

I African-American entre-
forms or applications to help connect entrepreneurs

i preneurs
to resources and/or to each other. Bethel New Life

received support to establish a physical space, the

Business Innovation Technology (BIT) Lab, a maker
lab, co-working space and technology hub in the
Austin community. Two organizations (Colony 5 and

Demographic Focus
gputure Founders  Millennial underrepre-

Future Founders) are directly providing capital to e EEEUS

entrepreneurs, ranging from $1,200 to $4,000 and

$1,500 to $2,000, respectively. Demographic Focus
- t % Inner city entrepreneurs
Four of the eight original organizations (Bethel New I.c.stars | and entrepreneurs of

Life, BLUE1647, Bunker Labs, and Future Found- color

ers) are now participating in the second year of the
Blackstone Challenge.

w gy WOMEN'S Demographic Focus
The Blackstone Challenge’s unique cohort mod- %DBEHEL[D'}{EENST
e Female entrepreneurs

el allows the ESOs to share resources, expertise,
and best practices, particularly as it relates to serv-
ing underrepresented entrepreneurs. Throughout
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the first year of the Blackstone Challenge, all of
the organizations were engaged in various capaci-
ty-building initiatives, including quarterly networking
events among ESO leadership and monthly office
hours with ChicagoNEXT staff to continually assess
progress and iterate programming to address any
challenges that surfaced. World Business Chicago
brought on Jimmy Odom as the Director of Inclusive
Entrepreneurship at ChicagoNEXT to support these
ecosystem-building efforts and the Blackstone
Challenge more broadly.

Strengthening Structural
Entrepreneurial Ecosystem Capacity

A core objective of the Blackstone Challenge is
to facilitate new partnerships among the cohort of
ESOs it supports. The cohort model provides nat-
ural opportunities to partner on recruitment, mar-
keting and cross-promotion. These partnerships
would maximize the individual and collective impact
of participating ESOs, thereby multiplying the gains
for the Chicago entrepreneurial ecosystem overall.
Many of the ESOs did not previously have estab-
lished partnerships, either formal or informal.

By supporting a critical mass of organizations that
are investing in inclusive entrepreneurship, the
Blackstone Challenge also sends signals to the
broader entrepreneurial ecosystem that inclusion is
a priority and encourages other ESOs to think inten-
tionally about diversity and inclusion.

Year One of the Blackstone
Challenge: Outcomes and Impact

In the last year, Blackstone Challenge has made
great strides in building a stronger entrepreneur-
ial support system for underrepresented entre-
preneurs in the Chicago. To better understand the
impact of the first year, ChicagoNEXT collected
self-reported data from the eight Blackstone Chal-
lenge ESOs on a quarterly basis. To account for
the unique goals of each program, ChicagoNEXT

worked with the ESOs to identify and track unique
metrics of success for each organization. We ag-
gregated the metrics that cut across the cohort to
demonstrate the impact the Blackstone Challenge
has had to date (Table 2).

According to data collected by ChicagoNEXT from
the Blackstone Challenge ESOs, more than 2,900
entrepreneurs participated in over 1,700 courses
and workshops held across the eight organizations
during the first year of the Blackstone Challenge,
and over 16,600 potential entrepreneurs were en-
gaged by the participating ESOs in some way, in-
cluding as program invitees or applicants, work-
shop attendees, entrepreneur cohort members, etc.
The ESOs also report that the entrepreneurs being
supported are already driving economic growth in
the city by creating 48 new businesses and creating
over 200 jobs. This impressive return on investment
suggests that investing in diverse business owners
can maximize job creation. For a summary of each
ESO’s impact data, please see the Appendix.

Table 2. Year One of the Blackstone Challenge

Key Performance Indicator

Potential Entrepreneurs Engaged

16,684
by Cohort Programs
Entrepreneurs in Cohort Programs 2,967
Courses/Workshops Held 1,756

Companies Generating Revenue 106

New Companies Formed 48

Total Revenue Generated $116,721
Total Capital Raised $253,500
Jobs Created 227

Notes: All data was self-reported by the eight Blackstone
Challenge ESOs for the period of July 2017 to June 2018
and not all ESOs provided data for each KPI.
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Building
Organizational
Capacity to Create
More Inclusive ESOs

A number of organizational barriers prevent un-
derrepresented entrepreneurs from participating in
ESOs. In Chicago, like in many other cities, there
has been an increase in ESOs that target a partic-
ular demographic group (e.g., African-American
entrepreneurs, female entrepreneurs, etc.) to fill
gaps in support for these entrepreneurs and pro-
vide programming to address the unique challenges
they may face. However, to fully support underrep-
resented entrepreneurs in the city, all ESOs need to
become more inclusive.

In this section, we identify five areas in which or-
ganizational barriers prevent most ESOs from being
more inclusive. We also present examples of inno-
vative approaches ESOs are taking to address these
challenges. Our insights were informed by previous
ICIC research (see Creating Inclusive High-Tech In-
cubators and Accelerators) and interviews with Chi-
cago-based ESOs, including the eight Blackstone
Challenge ESOs, and the entrepreneurs they serve.

ESO Barriers and Solutions from the

Blackstone Challenge Cohort

1. Recruitment: ESOs, particularly those in the
high-tech sector, often take a passive approach to
recruiting entrepreneurs, with outreach relying heav-
ily on the existing networks of leadership. There is a
tendency for one’s networks to resemble one’s own
race and gender, so if the leadership or staff of an
ESO is not diverse, this may limit recruitment of di-
verse entrepreneurs.

Investing in new partnerships with organizations
that specifically serve underrepresented entrepre-
neurs is critical for ESOs to reach new populations
of entrepreneurs. For example, in implementing its
ScaleUp program, the Women’s Business Develop-
ment Center (WBDC) partners with local community
based organizations in the neighborhoods that they
serve, both to host their program and source local
participants. This allows the WBDC to recruit a more
diverse group of entrepreneurs, and also to benefit
from the trust a local partner brings to the table.

To address long-term pipeline issues, i.c.stars’ En-
terprise Next program and Future Founders Resi-
dency program support the development of young
adult entrepreneurs from underserved backgrounds
in Chicago through entrepreneurship-training co-
hort programs. Both programs emphasize intensive,
individualized one-on-one mentoring and coaching
as well as the development of a collaborative peer
community to build entrepreneurial confidence.

2. Application and Selection: Long, arduous ap-
plication processes may prevent underrepresented
entrepreneurs from applying to ESOs. Additionally,
selection panels can create biased outcomes if they
are not diverse. Unconscious bias or ingrained cul-
tural ideas about what an entrepreneur looks like
may lead to lower acceptance rates for underrepre-
sented entrepreneurs into ESO programs.

Most of the Blackstone Challenge ESOs have very
short application processes that do not involve a
selection panel. For those organizations that had a
selection panel or pitch event as part of their appli-
cation process (e.g., i.c.stars and Future Founders),
intentional efforts were made to ensure panelists
were representative of the populations the ESOs
were trying to recruit.

3. Location: For many ESOs, there is a disconnect be-
tween the organization’s physical location and diverse
populations. While there are nearly 130 accelerator,
incubator, and co-working spaces in Chicago, most
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are located in the central and northern parts of the city
with only a few located south and west of downtown
in more diverse and inner city neighborhoods (Map 1).”
Co-working spaces, to which entrepreneurs increas-
ingly look to launch their ventures, tend to be located
in the central business district or in more affluent com-
munities. For underrepresented entrepreneurs, partic-
ularly those who live in inner city neighborhoods, the
location of many ESOs may be prohibitive because it
would require costly transportation or too much travel
time, a challenge that was often cited in interviews by
entrepreneurs with children and families.

AUTUMN WILLIAMS
Women's Business Development Center

Autumn Williams is the founder and Chief
Empowerment Officer of Urban Tables, a
Chicago-based catering business that offers
multi-cultural home-style meals, prepared by
Chicago chefs who have immigrated from
countries all over the world. Autumn started
Urban Tables from her home kitchen in 2010,
moved her operations to a church kitchen in
2015 and is in the final stages of a commer-
cial kitchen build-out, slated to open this fall.
She joined the Women’s Business Develop-
ment Center (WBDC), one of the BX Challenge
ESOs, in 2017. Currently, Autumn employs
eight part-time chefs and an event staff of
over a dozen people. When asked what sort of
contribution WBDC has made to her business,
Autumn responded, “The quality of the educa-
tors and subject matter experts (at WBDC) has
been far and above (what) | have gotten from
other programs. | thought what | had gotten
from other programs was helpful, what | got
from the ScaleUp program was inspirational. |
can ... feel the motivation that | got.”

In Chicago, a growing number of organizations,
including Bethel New Life, BLUE1647, Englewood
Accelerator, and Sunshine Enterprises have inten-
tionally set up locations or programs in underserved
neighborhoods on the south and west sides of the
city, which allows them to more easily reach entre-
preneurs in these communities. Geographic diver-
sification of Chicago’s entrepreneurial resources is
critical to create access points for many groups of
underrepresented entrepreneurs.

4. Program Design: Many ESOs, especially those
that are not proximate to the entrepreneurs that
they serve, have to be very attentive to program
design. Programs may not be tailored to meet the
unique challenges faced by underrepresented en-
trepreneurs, making the organizations less attrac-
tive and causing these individuals, even when they
are accepted, to not take full advantage of program-
ming. Limited program hours and/or requirements
to attend programming in-person may make par-
ticipation difficult for many entrepreneurs. In these
instances, flexible, virtual programming helps “de-
risk” entrepreneurship so entrepreneurs can main-
tain steady income or work around other commit-
ments. Remote access to programming addresses
barriers associated with transportation, disability, or
geographic distance, especially for entrepreneurs
that are not geographically proximate to their ESO.

Bunker Labs Launch Lab Online virtual cohort pro-
gram allows new communities of veteran entrepre-
neurs that may experience some of these barriers
to receive an entrepreneurship curriculum and par-
ticipate in networking opportunities remotely. Simi-
larly, with 1871’s 1871Live platform, entrepreneurs
across Chicago are able to stream live and recorded
content on-demand at their convenience.

Program delivery staff, mentors, or panelists that
are not diverse may also deter underrepresented
entrepreneurs from participating fully in program-
ming. Most of the Blackstone Challenge ESOs are
making intentional efforts to identify mentors and
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Map 1. ESOs in Chicago
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coaches from diverse backgrounds, yet some,
especially those whose own personal and profes-
sional networks may not be diverse, may have dif-
ficulty with this task. A diverse mentor and speaker
directory could be developed in Chicago to help
organizations identify diverse individuals outside of
their network.

5. Culture: In some ESOs, particularly those in high-
tech sectors, organizational culture may be cen-
tered around whiteness and maleness. Women and
people of color may not feel they will fit in or receive
the right type of support in this environment.

Creating supportive, rather than hyper-compet-
itive, organizational cultures is important partic-
ularly for underrepresented entrepreneurs, who
may experience different social or economic chal-
lenges than their peers do. All of the Blackstone
Challenge ESOs offer dedicated programs, spac-
es, or peer communities to make underrepresent-
ed entrepreneurs more comfortable. For example,
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Future Founders incorporates Masterminds, or
“entrepreneurial therapy” groups into its cohorts.
The Masterminds, based on methodology creat-
ed by the Junto Institute, help founders to culti-
vate trust with one another, to develop emotional
intelligence skills, and to use their peers to gain
advice on the personal and business challenges
entrepreneurs face daily.

Increasing the visibility of and communicating sto-
ries of successful entrepreneurs from diverse back-
grounds sends an important message about what
successful entrepreneurs looks like. Media rep-
resentation of entrepreneurs from diverse back-
grounds works to normalize entrepreneurship for
communities where it may not be typical, thus cre-
ating greater access and awareness. For example,
Bunker Labs leverages platforms like Facebook
Live to share stories of veteran entrepreneurs from
their programs, creating greater awareness of en-
trepreneurship as a viable career path across the
veteran community.
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Building Ecosystem
Capacity to Drive
More Inclusivity—
Lessons from

Chicago

“An inclusive entrepreneurial ecosystem is
the interconnected network of human, social,
financial, political, and institutional support
for lesser-served, excluded, or disparately
treated persons or communities who seek to
grow their personal, familial, and community
resources through engagement in enterprises
and market opportunities, particularly small

business development.”

—Justice Informed

In this section, we highlight the primary ecosystem
gaps for supporting entrepreneurs of diverse back-
grounds in Chicago, which are likely to be similar
in many other cities. Our insights were informed
by interviews with Chicago-based ESOs, includ-
ing the eight Blackstone Challenge ESOs, and the
entrepreneurs they serve. While the Blackstone
Challenge is strengthening the entrepreneurial
ecosystem in Chicago for underrepresented entre-
preneurs through ESO partnerships, larger struc-
tural issues need to be addressed by policymakers
and other city leaders.

1. Access to Capital: Access to capital remains a
significant challenge for entrepreneurs of color. In
the U.S., minority-owned businesses tend to pay
higher interest rates and receive smaller loans than
nonminority-owned businesses. They are also more
likely to be denied credit and are less likely to ap-
ply for loans.® New research supported by the U.S.
Small Business Administration found that African
Americans were most likely to report unmet credit
needs across every financing category, with 53 per-
cent of Black or African American business owners
not receiving the full amount requested from banks

MONIQUE WINGARD
Colony 5

Monique Wingard is a digital media profes-
sional with more than 15 years of success
across the public media and communications
industries. Frustrated with the lack of civic
technology coverage in the traditional media,
Monique founded the Civic Tech Collective in
2015 to connect social entrepreneurs and help
them share their ideas with the public. The Civ-
ic Tech Collective focuses specifically on serv-
ing those in the civic technology space, ampli-
fying the voices of emerging or lesser-known
founders who need to get the word out about
their company and need a central location to
stay up to date about the latest news in the
civic tech space. Through the Blackstone
Challenge and Colony 5’s accelerator pro-
gram, Monique has not only been able to raise
awareness about the mission of her company,
but connect with a number of entrepreneurs
who are also on a mission to build businesses
with social impact. She says that the experi-
ence further built her confidence in taking the
road-less-traveled as a female founder.
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or other financial institutions compared to 25 per-
cent of White business owners.? In the Chicago re-
gion, small businesses in communities of color and
lower-income areas are getting disproportionately
fewer loans and loans of smaller amounts.™

Venture capital funding is also skewed—minority
entrepreneurs represent only about 20 percent of
entrepreneurs funded by venture capitalists from
1990 to 2016." While more than one billion in ven-
ture capital is being deployed annually to new and
young companies of all types in Chicago, many
entrepreneurs from diverse backgrounds may feel
that it is more challenging for them to access these
resources than it is for their white, male counter-
parts.'?In 2017, only ten percent of the 145 funding
rounds reported in Chicago went to female-found-
ed or female-led companies.' There is limited data
on the share of investment going to entrepreneurs
of color in Chicago, and how this stacks up to oth-
er cities. However, entrepreneurs of color support-
ed by the eight ESOs in the Blackstone Challenge
cohort consistently report that funding for their
business ideas in Chicago is not as accessible as
it needs to be. They feel that they face more ag-
gressive vetting and higher denial rates than entre-
preneurs who are white or male.

While Chicago has entrepreneurial resources
for diverse entrepreneurs and communities in
the form of programming and education, there
are gaps related to accessing growth capital.
ESOs receive funding from public and philanthrop-
ic sources to support programming, but in many
cases, there are not enough resources to also pro-
vide capital to help launch entrepreneurs’ business
ventures. As a result, the support from ESOs for
entrepreneurs may be exclusively through pro-
gramming. Many of the entrepreneurs of color we
interviewed stated that, even after doing every-
thing their respective programs and their philan-
thropic or impact investing funders required, they
rarely received funding. When funding was provid-
ed at the end of the program, it was minimal, and

rarely enough to fully launch an investable product
or service. For example, one programmatic leader
at one of the Blackstone Challenge cohort organi-
zations estimates that the true cost of supporting
a diverse entrepreneur who has a vetted business
idea in that organization’s programs, from training
to seed funding, is roughly $85,000.

“From my understanding...investors (in the
Bay area) are more likely to fund a (diverse
group) of founders, or at least all of the diverse
founders | talk to (in Chicago) say ‘Build rela-
tionships on the coast.” That is what they al-
ways say... if you really want to fundraise for
your company, you have a better chance (on
the coasts) ... (I haven’t heard this from people
that are white) ...I know two minority entrepre-
neurs specifically that moved outside of Chi-
cago to get funding, (and they) are not coming
back. And another one who is thinking about
moving. The pool of capital in Chicago is so
small. Once you have to start leaving your own

city to find money, you will do it.”

- An 1871 entrepreneur

2. Limited Networks: Throughout the entrepreneur-
ial ecosystem in Chicago, there is a sense that there
are insufficient pathways and a lack of precedent for
institutionally supporting entrepreneurs from diverse
backgrounds. Current models do not consider the
different issues that these founders may have, such
as non-traditional experiences, family poverty, and
lack of formal education. Furthermore, entrepreneurs
from diverse backgrounds may lack the social and
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professional networks (often acquired in collegiate
environments, neighbor spaces, religious institutions,
high-wage workplaces, and high-cost social events)
that lead entrepreneurs to new ideas, business part-
ners, clients, funding pipelines, and partnerships.

Furthermore, leadership of ESOs that are smaller
and geographically farther from the wealthier social
networks in the city center, or that have an execu-
tive team led by a person of color or non-cisgen-
der male, note inequities in programmatic and op-
erational funding. Their entrepreneurs also noticed
inequities in funding and believe the organizations
that can have the greatest impact on underrepre-
sented entrepreneurs are not getting the level of
support that is needed.

|
“In a lot of the situations I've seen, the higher
ups or higher class or the esteemed organi-
zations that do receive the funding don’t want
to partner or don’t partner with the grassroots
organizations, so now the funding is received
by those who actually are educated enough
to articulate the problem but not socially con-

nected enough to the problem to solve it.”

- A Bethel New Life entrepreneur

3. Uncoordinated and Hard-to-Find Entrepre-
neurial Support: The large number of ESOs in Chi-
cago (nearly 130) is an asset for entrepreneurs, but
also reflects the fragmented and uncoordinated na-
ture of the entrepreneurial ecosystem, which makes
it difficult for entrepreneurs to navigate and access
comprehensive and sustained support. In Chicago,
like in many cities, the ecosystem can feel siloed
and uncoordinated for entrepreneurs. Many of the
Blackstone Challenge ESOs did not have even in-
formal partnerships with each other prior to taking
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part in the pilot cohort. More structured opportuni-
ties like the Blackstone Challenge need to be de-
veloped to provide a foundation of credibility and
trust for meaningful partnerships. Formal partner-
ship agreements are often a useful tool to ensure
partnerships are institutionalized and sustainable.
Structured partnership opportunities like the Black-
stone Challenge can also support the development
of centralized resources and platforms that can fa-
cilitate more effective information sharing. For de-
mographic-focused ESOs, like many of those in the
Blackstone Challenge, partnerships should be made
with other types of ESOs that can offer access to in-
dustry-specific networks (e.g., in high-tech sectors).
In return, the Blackstone Challenge ESOs can help
other ESOs become more diverse and inclusive.

Fragmented entrepreneurial
make navigation difficult for entrepreneurs. Though

ecosystems also

resources may already exist, entrepreneurs need
to be able to find and take advantage of these
services. To ameliorate this problem, cities can
conduct “ecosystem mapping” to provide a da-
ta-driven resource for entrepreneurs to help them
efficiently connect to the resource providers they

OPEN

\_~/

need. These “maps” serve as a dynamic database
that identifies ESOs, investors, city services, and
other assets critical to underrepresented entrepre-
neurs who are dislocated from the networks and
locations where entrepreneurial resources may be
bottlenecked in their city.

4. Misaligned Entrepreneurial Support: To max-
imize the effectiveness of ESOs, they also need to
be aligned with the specific competitive advantag-
es of the market in which they operate. Every metro
area in the U.S. has strong industry clusters that are
readily identifiable and reflect the unique assets and
core competencies of the region. The co-location of
businesses in clusters increases the productivity of
companies and job creation, drives innovation, stim-
ulates the formation of new businesses, and sup-
ports the survival and growth of small businesses.™
Cluster-based small business growth tends to deliver
outsized job growth.' Yet, most ESOs have adopt-
ed a “let all flowers bloom” approach. More under-
represented entrepreneurs need to be supported in
Chicago’s strong industrial clusters, which offer the

greatest potential for job and wealth creation.
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Insights for
Driving Inclusive
Entrepreneurship
in Other Cities

Building a truly inclusive entrepreneurial ecosystem in
Chicago will take decades and will require a coordi-
nated response from leaders across the ecosystem,
including policymakers, investors and other capital
providers, philanthropy, and ESOs. The Blackstone
Challenge is catalyzing this effort through building
awareness of the gaps in support for underrepresent-
ed entrepreneurs in Chicago and presenting a new
model for supporting inclusive entrepreneurship.

In its first year, the Blackstone Challenge has made
important progress in connecting women, people
of color, veterans, immigrants and inner city resi-
dents to the resources they need to start and grow
their businesses. Blackstone Challenge partners are
working with cohort organizations and others to in-
corporate important learnings to date and expand
the impact of this initiative. These learnings and in-
sights could also help other cities build more inclu-
sive entrepreneurial ecosystems.

_____________________________________________________________|
In its first year, the Blackstone Challenge has
made important progress in connecting wom-
en, people of color, veterans, immigrants and
inner city residents to the resources they need

to start and grow their businesses.

CHICAGONEXT, AN INITIATIVE OF WORLD BUSINESS CHICAGO

Five Key Recommendations For

Other Cities

Support innovative ESOs
already actively focused on
underrepresented entrepreneurs

Find the most effective model for
your city to address a fragmented
ecosystem

3 - -
. @ Address capital access challenges

Catalyze inclusive
philanthropic investment

Support place-based
policy initiatives

1. Support innovative ESOs already actively fo-
cused on underrepresented entrepreneurs: For
example, the Blackstone Challenge used a compet-
itive process to identify innovative ESOs that already
had a track record in supporting underrepresented
entrepreneurs and provided them with much-need-
ed capital to develop or strengthen existing entre-
preneurial training and management education pro-
grams. Most cities have ESOs already working in
this space, but they have limited capacity (see Help-
ing Entrepreneurs of Color Grow their Business).

2. Find the most effective model for your city to
address a fragmented ecosystem: The Black-
stone Challenge cohort model offers an innovative,
cohort-based approach to building a more inclusive
entrepreneurial ecosystem. More research needs to
be conducted in order to compare the effectiveness
of this type of cohort model to discrete investments
in individual ESOs. ESOs may be uncoordinated and
fragmented, making navigation difficult for entrepre-
neurs. Access issues are often a matter of availability
and information sharing. Cities may consider the value
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of investing in data-driven mapping and tracking the
availability and performance of financial resources and
ESOs that seek to or are specifically serving diverse
entrepreneurs. For example, in Baltimore, Dallas, and
Kansas City, ecosystem leaders work with SourceLink
to develop and maintain online, searchable databases
for entrepreneurs to identify available resources based
on their business stage and need.'®

3. Address capital access challenges: Improving
access to capital for entrepreneurs from diverse
backgrounds may include initiatives that help in-
vestors change how they evaluate diverse entrepre-
neurs, as well as increasing philanthropic support
for capital funds for entrepreneurs (especially for
those in the growth stage or high-growth sectors).

4. Catalyze inclusive philanthropic investment:
As many of the Blackstone cohort organizations and
entrepreneurs indicated, there is a lack of long-term,
multi-year investment in entrepreneurship in margin-
alized communities. Furthermore, the money that is
distributed is generally only allocated to programs and
organizations, and rarely directly to entrepreneurs. Re-
search that explores the efficacy of long-term invest-
ment and the allocation of funds directly to entrepre-
neurs would lead to a greater understanding of how
best to support inclusive entrepreneurial ecosystems.
Diverse teams should oversee the distribution of fi-
nancial resources. In the case of the Blackstone Chal-
lenge, gender, racial, and vocational diversity were all
present during investment decisions.

5. Support place-based policy initiatives: Cities
should consider measures of accountability to pro-
mote inclusion that local governments can adopt to
promote the flow of investments into diverse com-
munities (leveraging models such as MBE spend re-
quirements for government contracts, Community
Reinvestment Act investments for banks, etc.). It is
also critical to address transportation challenges to
ensure that inner city neighborhoods are connected
to city centers where social and financial networks
drive prosperity.
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Appendix: Organizational Profiles of
Blackstone Challenge’s First ESO Cohort

Demographic Focus for Recruitment: All underrepresented entrepreneurs

1871 is one of Chicago’s largest entrepreneurial hubs created specifically to sup-
port the city’s digital start-up community. As part of the Blackstone Challenge, 1871
launched the 78717Live initiative, a digital sharing platform designed to connect di-
verse, early-stage startups with 1871’s entrepreneurship curriculum and subject mat-
ter experts through remote offerings and online resources. Moreover, Blackstone’s
funding also supported 1871 in hiring a Community Connector, an individual who
serves as an on-the-ground representative of 1871, manages the day-to-day opera-
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tions of the program, and connects program participants to the resources at 1871 and
around the city. According to data collected by ChicagoNEXT, in the first year of the
Blackstone Challenge, 1871 has launched 9 host sites for 71871Live, offered over 40
courses, and registered nearly 250 1877Live users.

Demographic Focus for Recruitment: African-American and female entrepreneurs

Bethel New Life is an organization on Chicago’s West Side whose mission is to trans-
form local communities by using regional resources to employ area-residents in skilled
work, thereby decreasing concentrated poverty and improving residents’ collective

WEST standard of living. As part of the Blackstone Challenge, Bethel New Life grew its small

— el business development work by building its Business Innovation Technology (BIT) Lab,
launching a 90-day BIT Entrepreneurship Course cohort program, and convening a
series of BIT workshops for the public. According to data collected by ChicagoNEXT,
in the first year of the Blackstone Challenge, Bethel New Life had 77 attendees for its
BIT workshops, 13 participants for its BIT entrepreneurship classes, and 20 entrepre-
neurs that participated in over 100 BIT entrepreneurship coaching sessions.
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BLUE |1647

Demographic Focus for Recruitment: African-American and Latinx entrepreneurs

BLUE1647 is an innovation center and co-working space for individuals in entrepre-
neurship and technology in the Chicagoland area. As part of the Blackstone Chal-
lenge, BLUE1647 was able to expand program offerings for BLUEINCUBATE, an ac-
celerator that offers shared workspace and membership to start-ups, tech-enabled
businesses and individuals, thereby allowing entrepreneurs to grow their businesses,
integrate technology into their strategy, and network with stakeholders and investors.
According to data collected by ChicagoNEXT, in the first year of the Blackstone Chal-
lenge, BLUE1647 engaged over 6,200 entrepreneurs, supported the formation of 33
new companies, and created 126 new jobs.

Demographic Focus for Recruitment: \/eteran entrepreneurs

Bunker Labs is a national organization headquartered in Chicago that serves veterans,
active duty service members, and their spouses as they seek to start or grow small
businesses. Through the Blackstone Challenge, Bunker Labs was able to expand to
all fifty states its Launch Lab Online program, which allows Bunker Lab entrepreneurs
to remotely access the resources that they need to grow their businesses. Moreover,
Blackstone Funding supported Bunker Lab’s CEQOcircle, a cohort-based program that
provides resources and support to later-stage founders. According to data collected
by ChicagoNEXT, in the first year of the Blackstone Challenge, Launch Lab Online
has engaged over 520 participants. Approximately 50 entrepreneurs participated in
the CEOcircle program, andengaged in over 110 coaching sessions in the last year.

mr CityTech Collaborative

Sz

—

Demographic Focus for Recruitment: African-American entrepreneurs

Colony 5 and the City Tech Collaborative came together to focus on ecosystem-build-
ing activities for entrepreneurs, including hackathons, workshops and events. City Tech,
which transforms cities into testbeds for new ideas, works with partners and people in
the city of Chicago to design and deliver technology strategies that improve cities and
city infrastructure. Colony 5 is an organization of smart city innovators dedicated to the
science and benefit of launching colonies of tech-enabled businesses into distressed re-
tail corridors of U.S. cities. Colony 5 produces entrepreneur tech-training for community
business programs (i.e., SCORE and SBDC), app competitions to discover the best, and
a business development accelerator. The Blackstone Challenge supported the inaugural
cohort of Colony 5’s accelerator program. City Tech supported Colony 5’s program by
providing space at its facility to entrepreneurs addressing urban infrastructure opportu-
nities. According to data collected by ChicagoNEXT, in the first year of the Blackstone
Challenge, Colony 5 and City Tech had over 800 entrepreneurs participating in meetups,
over 700 entrepreneurs engaged in mentor sessions on business development, and 360
entrepreneurs engaged in training sessions on smart city tech.
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Demographic Focus for Recruitment: Millennial underrepresented entrepreneurs

Future Founders is a Chicago-based organization that empowers youth to become the
next generation of entrepreneurs. Through the Blackstone Challenge, Future Founders
was able to create the Residency (formerly known as the Chicago Cohort), a program
that fosters the development of millennial businesses founded by entrepreneurs of color,
women, veterans and immigrants. The Residency pilot included one-on-one biweekly
mentoring by seasoned entrepreneurs and staff, peer-to-peer support, monthly cohort
workshops, and an intensive summit. According to data collected by ChicagoNEXT, in
the first year of the Blackstone Challenge, the program generated 15 businesses and 19
jobs, and businesses collectively secured over $22,000 in revenue. Future iterations of
the Residency will include two components: (1) an entrepreneurship certificate program
that trains founders on how to establish and build a business and (2) an invitation-only
cohort that provides mentoring, peer-to-peer support, and stipends to help the most
intentional founders grow their new businesses.

Demographic Focus for Recruitment: Inner city entrepreneurs and entrepreneurs
of color

i.c.stars is a Chicago-based organization that provides technology-based workforce
development and leadership training to individuals from diverse backgrounds. As part
of the Blackstone Challenge, i.c.stars was able to build Enterprise Next, a no-cost
lean startup training program for graduates of i.c.stars two-year business and tech-
nology training program, Enterprise Next consists of a three-month lean startup train-
ing for entrepreneurs of color culminating in a pitch night. According to data collected
by ChicagoNEXT, in the first year of the Blackstone Challenge, i.c.stars engaged 185
entrepreneurs and aspiring entrepreneurs in the Blackstone Challenge, hosted 55
coaching sessions, and offered over 56 hours of classroom instruction.

i.c.stars | *
.-'WOME\'S
", BUSINESS

DEVELOPMENT

CENTER

Demographic Focus for Recruitment: Female entrepreneurs

The Women'’s Business Development Center is a Chicago-based organization whose
mission is to support business development and growth for business owners of di-
verse backgrounds, especially women. Through the Blackstone Challenge, WBDC
was able to expand ScaleUp, a program which provides entrepreneurial education
and one-on-one support and mentoring, to two neighborhoods (Rogers Park and
South Chicago). According to data collected by ChicagoNEXT, in the first year of the
Blackstone Challenge, ScaleUp enrolled 18 students in the two cohort programs,
established 16 mentoring relationships, and supported the creation or modification of
22 business plans.
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Chicago ChicagoNEXT

World Business Chicago is a public-private, non-profit partnership that drives inclusive economic
growth and job creation, supports business, and promotes Chicago as a leading global city.
ChicagoNEXT is a dedicated effort to drive growth and opportunity in Chicago’s technology
community, governed by a council of industry leaders. For more information about World Business
Chicago, please visit www.worldbusinesschicago.com

JUSTICE|INFORMED

Justice Informed LLC is a social impact consulting firm with four strategic service areas: diversity, equity
and inclusion (DEI); community engagement; public policy-informed corporate social responsibility; and
equity-focused philanthropy. With its historical lens and accountable approach, Justice Informed builds
customized, human-centered strategies that increase the positive workplace and community impact of
its clients. Justice Informed works with corporations, nonprofits, activism groups, universities, startups,
government offices, philanthropic organizations, and more. For more information about Justice Informed

please visit www.justiceinformed.com.
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Initiative for a Competitive Inner City

ICIC is a national, nonprofit research and advisory organization founded in 1994. Its mission is to drive
economic prosperity in America’s inner cities through private sector investment. For more information about

ICIC, please visit www.icic.org.

CHICAGONEXT, AN INITIATIVE OF WORLD BUSINESS CHICAGO | 19


http://www.worldbusinesschicago.com
http://www.justiceinformed.com
http://www.icic.org

o,

whs
= € / |
\ . .—_r .. 4
. ]F..!\

/N
/NI




