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The rate at which Americans create businesses has tumbled

During the past 40 years, the startup rate has halved.
The United States is missing about 100,000 company launches a year right now.

The development is a mix of long-term, secular trends and the aftereffects of the Great Recession.

New firm startup and existing firm closure rates
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Incumbents are eating away at new businesses’ historical primacy
in net job creation.

Net Job Creation by Firm Age Cohort
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Banks have retreated from small business lending, leaving a financing void
for new and many smaller existing firms alike.

* Meanwhile three-quarters of all U.S. venture capital flows to only three states: CA, MA, and NY.

* The number of community banks, integral to local business networks, has declined by a quarter over
the recovery.

* Across the banking sector, 1,700 branches closed last year—the largest decline on record.

Trends in Small-Scale Business Lending
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Startups in the banking sector are essentially extinct.

* From 2011 to 2016, only two new commercial banks were chartered in the United States, compared to
an annual average of 177 from 1966 to 2007.

Number of New Commercial Bank Charters Annually
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This slow winding down of the economy’s dynamism is producing more
geographically unequal outcomes.

* Inthe 1990s, half or more of all counties grew at the national rate. Now only one quarter do.

» National figures are becoming less reflective of local realities.
Share of U.S. counties matching the national rate of growth
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Job and business growth fails to reach most distressed zip codes.

« More than half of the country’s distressed zip codes contained fewer jobs and places of
business in 2015 than they had in 2000.

Average 2011-2015 Growth Rates
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Opportunity Zones are a new, bipartisan solution to expand the geography
of economic growth.
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What do local leaders need to know about the provision?

There are three major components to Opportunity Zones:

Zones Funds Investments
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What will this look like on the ground?

e LaunchTennessee
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There are three stages of next steps for local leaders

1. Zone Designation (immediate)

. Work with your state counterparts to provide local market intelligence so that your region’s highest priority,
opportunity, and need census tracts get included in your state’s nominations. Hold your state elected
representative to account for holding bottom-up consultations.

2. Setting up Funds (2018)

. Raise awareness about the program among local banks, financial institutions, investors, and business networks
to encourage the establishment of Opportunity Funds specializing in your state or region.

3. Facilitating investment (on-going)

* Raise awareness about the program now with local entrepreneurs and high-growth companies that may be
eligible for investment from Opportunity Funds.

*  Work with universities, startup incubators and accelerators, and other ecosystem partners to ready your home
region to take advantage of the program.

*  Work with local planners and developers to determine how this new financing model can integrate with existing or
anticipated development or infrastructure plans.

* Liaise actively with local, regional, and national funds to make sure they are aware of eligible investment
opportunities in your region.
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Visit eig.org/opportunity zones for more information

EIG brings together leading
entrepreneurs, investors,
economists, and policymakers
from across the political spectrum
to address America’s economic
challenges.
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