July 17,2024

The Honorable Sherrod Brown (D-OH) The Honorable Tim Scott (R-SC)

Chairman Ranking Member

Committee on Banking, Housing, and Urban Affairs Committee on Banking, Housing, and Urban Affairs
534 Dirksen Senate Office Building 534 Dirksen Senate Office Building

Washington, D.C. 20510 Washington, D.C. 20510

cc: Members of the Senate Committee on Banking, Housing and Urban Affairs
Dear Chairman Brown, Ranking Member Scott, and Members of the Senate Banking Committee,

Thank you for your service to the nation at such a critical time in our nation’s history. In particular, we thank you
for your work to support America’s entrepreneurs and startups. As leaders and supporters of the nation’s
innovation and entrepreneurship community of color, we write today regarding an issue critical to America’s
future as an innovation leader and to a stronger, more resilient, and inclusive U.S. economy. Specifically, we
write to respectfully urge you to support two bipartisan bills — the Community Development Investment Tax
Credit Act and the Expanding American Entrepreneurship Act — which will significantly improve access to
capital for America’s entrepreneurs of color by incentivizing increased private investment in CDFIs, and by
expanding participation by accredited investors of color in funds that invest in new businesses.

A Stark Racial Divide Regarding Access to Capital

Launching a new business requires money. Entrepreneurs need money to pay expenses, develop their product or
service idea, research the marketplace, develop and implement a strategy for identifying and targeting
customers, and, hopefully, begin paying initial employees. Because such costs typically arrive long before the
first dollar of revenue, capital and credit are the lifeblood of any new business.

Entrepreneurs of color have historically encountered profound race-based obstacles to securing the capital they
need — and, unfortunately, such obstacles persist. Indeed, a 2022 analysis by the Joint Center for Political and
Economic Studies found that six in ten business owners of color face major challenges securing capital. These
findings echo the conclusions of a 2021 analysis by the Federal Reserve that found that entrepreneurs of color
were less than half as likely as white entrepreneurs to be approved for bank loans — even when business owners
of color have high credit scores compared to their white counterparts.

The Community Development Investment Tax Credit Act

Given such difficulties, an important alternative for new and small business owners of color are community
development financial institutions. CDFIs are financial institutions that provide credit and other financial
services to underserved markets and populations. CDFIs are funded by private investors and — once certified by
the Treasury Department — become eligible for financial awards and other assistance from the CDFI Fund
(administered by Treasury), which was created by the Riegle Community Development Regulatory
Improvement Act of 1994 to promote economic development in distressed urban and rural communities. Since
their establishment, CDFIs have become a vitally important source of capital for business owners of color and
other underserved populations, with 1,271 certified CDFIs operating nationwide with total assets of $152 billion
as of September 30, 2021.

On September 28, 2023, Senators Mark Warner (D-VA), Roger Wicker (R-MS), Chris Van Hollen (D-MD),
Cindy Hyde-Smith (R-MS), Gary Peters (D-MI), and Jerry Moran (R-KS) re-introduced their bipartisan
Community Development Investment Tax Credit Act. The legislation would create a new tax credit for


https://jointcenter.org/wp-content/uploads/2022/04/Exploring-Challenges-for-Small-Business-Owners-Across-Race-Joint-Center.pdf
https://www.newyorkfed.org/newsevents/news/regional_outreach/2021/20210415
https://crsreports.congress.gov/product/pdf/R/R47217
https://www.warner.senate.gov/public/index.cfm/2023/9/warner-colleagues-reintroduce-bill-to-boost-economic-growth-in-underserved-low-income-communities

private sector investors that make equity or equity equivalent investments in, or that provide long-term patient
capital (i.e., loans with a minimum term of at least 10 years) to CDFIs. The bill would benefit CDFIs of all
types — bank CDFIs, credit union CDFIs, venture capital CDFIs, and CDFI loan funds — and provide those
institutions with the maximum flexibility and financial support they need to accelerate economic development
and build wealth in low- and moderate-income communities.

The Expanding American Entrepreneurship Act

While many entrepreneurs rely on credit provided by banks or CDFIs, other entrepreneurs rely on investors who
provide early-stage capital in exchange for an equity stake in the company. Unfortunately, at present the
overwhelming share of equity capital goes to white entrepreneurs. Indeed, in recent years entrepreneurs of color
have received less than 1 percent of total equity capital.

The inequitable distribution of equity capital is attributable to both explicit bias on the part of some investors,
but also to unintentional bias. At present, most startup investors are white and male, with the predictable result
that most of the startups in which they invest are launched by white male entrepreneurs — a phenomenon known
as “homophily.” In other words, who gets funding depends a great deal on who is doing the investing. Getting
more capital to entrepreneurs of color, therefore, requires greater diversity among those who invest in startups.
Indeed, research published in 2022 by Harvard entrepreneurship scholar Josh Lerner concluded that investment

funds led by managers of color are three to four times more likely to invest in entrepreneurs of color.

On November 16, 2023, Senators Jerry Moran (R-KS), Mark Warner (D-VA), and Tim Scott (R-SC), introduced
the Expanding American Entrepreneurship Act. The legislation would raise the cap on funds organized
under a 2018 sub-category of section 3(c)(1) of the Investment Company Act of 1940 from $10 million to $50
million, and double the number of permitted investors from 250 to 500. Together, these changes will enable
emerging fund managers to raise larger funds — a “bigger bat” to swing at the inequitable distribution of capital —
and facilitate greater participation by accredited investors of color, diversifying the investor base and thereby
directing more capital to entrepreneurs of color. Importantly, a higher number of permitted fund investors also
means smaller average investments and smaller risk exposures, promoting investor protection.

We, the undersigned, are strongly of the view that the Community Development Investment Tax Credit Act
and the Expanding American Entrepreneurship Act are vital to significantly expanding access to both debt
and equity capital for the nation’s entrepreneurs of color. We very much hope that you will support, and perhaps
co-sponsor, both bills.

Again, thank you for your ongoing work on behalf of the nation’s entrepreneurs of color.

Sincerely,
Kolade Adekoya Allison Byers
Book’t - Denver, CO Scroobious - Boston, MA
Yetunde Akinsulire Nigel Cabral
EnvisioningHer - Providence, RI Delta Boat Works LLC - Isleton, CA
George Baker Cynthia Cohen
Techstars - Tulsa, OK IMPACT 2040 - Nashville, TN
Adam W. Barney Fernando Concepcion

Energy Coach - Dorchester Center, MA NC Medicare Advisors - Wilmington, NC


https://www.accenture.com/us-en/insights/technology/black-founders
https://hbswk.hbs.edu/item/the-color-of-private-equity-quantifying-the-bias-black-investors-face
https://www.moran.senate.gov/public/index.cfm/news-releases?ID=C5E52400-92D9-4E3A-9B12-6EFBF7A1A117

Juan Barraza
Latino Founders - Portland, OR

Sequoia Blodgett
Frame Me - Atlanta, GA

Leslie Borrell
Carefully, Inc - Brooklyn, NY

Tori Bronner
Rosey B Productions, LLC - Wilmington, NC

Brandon Brooks
Zinsu - Pittsburgh, PA

Emily Brown
Attane Health - Kansas City, MO

Shanice Brown
The Barter Shop - Denver, CO

Arielle Brown
Bea's Bayou USA LLC - New Orleans, LA

Stacy Brown-Philpot
Cherryrock Capital - San Francisco, CA

Adama Bryant
Weekend-Adventures - San Francisco, CA

Tammy Buckner
WeCode KC - Kansas City, MO

Telicia Bunch
Lorrel - New York, NY

Jewel Burks Solomon
Collab Capital - Atlanta, GA

Gail Goodman
EforAll - Lowell, MA

Milton Gore, Jr.
MG Visual Studios, LLC - Sunset Beach, NC

Stephen Green
PitchBlack - Portland, OR

Farai Gundan
Bhadala - Detroit, MI

Regina Gwynn
Black Women Talk Tech - New York, NY

Mckeever Conwell
RareBreed Ventures- Baltimore, MD

Dr. Jacqueline Copeland
The Wise Fund - San Jose, CA

Cheick Diakite
DiDi Inc. - Boston, MA

Meesha Dogan
Cardio Diagnostics, Inc. - Chicago, IL

Amanda Drobnis
Hilltop BioSciences, Inc. - Norwood, MA

Alison Durazo
Durazo Designs - Richford, VT

Ifeoma Ebo
Creative Urban Alchemy LLC - Brooklyn, NY

Anthony Edwards
EatOkra, Inc - Brooklyn, NY

Aurelia Edwards
Standard Measure Technologies - Reno, NV

Zhou Fang
Intersectional Group - Portland, OR

Donna Ford
LOAT, LLC - Marietta, GA

Annette Freeman
Goddess Portal of NC - Wilmington, NC

Sabrina Gields

Replenish Natural Spring Water, Inc. - Duluth, GA

Zaneta Kelsey
Access Mode - Denver, CO

Derrick Kendrick
DK Designs4?2 - Lizella, GA

Kelly Kimball
F5 Collective - Los Angeles, CA

Caleb Kioh
Walletgyde - Denver, CO

Norris Krueger
Entrepreneurship Northwest - Boise, ID



Jenn Halweil
#GoBeyond - New York, NY

Eric Harrison
Make Startups - Augusta, GA

Danielle Henry
Great Dane 921, LLC - Sugar Loaf, NY

Julius Hinton
Life Is Dope, LLC - Denver, CO

Lucy Hoag
Violet Labs, Inc. - San Francisco, CA

Grace Hsia Haberl
Warmilu, LLC - Ann Arbor, MI

Andrea Inokon
Cadence Cash - Durham, NC

William Jackson
VURYV Development - Aurora, CO

Shenna Jean
Make One Day Happen - Tulsa, OK

Saeju Jeong
NOOM - New York, NY

Angel Johnson
ICONI - Denver, CO

Brad Johnston
Tanoshi, Inc. - Oakland, CA

Karen Kelly
Purposely Social - Boston, MA

Amber Muhammad
QUIVR - Denver, CO

Sabrina Mutukisna
ESO Ventures - Oakland, CA

Michael Newton Jr
Transforming Men - North Augusta, SC

Vivian Nguyen
Legislaide - Denver, CO

Ty Ono
Clusivi - Woodbridge, CO

Kaarina Kvaavik
Growthimpact - Marblehead, MA

John Lancione
+Circularity - Cleveland, OH

Wendy Lea
TechHubNow! - Boulder, CO

Rose Leliste
Black Innovation Leaders of Florida - Tampa, FL

Zach Leverenz
SEED SPOT - Phoenix, AZ

Cedric Lipsey
Clusivi - Denver, CO

Aimeera Marie F

Aimeera Marie Coaching & Consulting - Portland, OR

Edna Martinson
Boddle Learning - Tulsa, OK

Ariel McDaniel

The Black Tech Public Relations Society - New York, NY

Syn McDonald
Midwest Behavioral Services - St. Louis, MO

Marie Meslin

Northeastern University Center For Entrepreneurship

Education - Boston, MA

Richard Millunchick
BAMco Enterprises, LLC - Bloomington, IN

Johari Mitchell
J.P. Mitchell Creative - Westerville, OH

Tana Session
TMS Business Solutions, Inc. - Los Angeles, CA

Courtney Simpson
Alexander Flash Photography - Wilmington, NC

Daniel Smith
Keepingly Co - Miami, FL

Anette Smith
Impact Group Enterprises, LLC - Sacramento, CA

David Smith
Beacon Angels - Woburn, MA



Cheryl Overton
Cheryl Overton Communications - Miami, FL

Namecca Parker

NJM Professional Services and Training, LLC - Irvington, NJ

Eric Parker
Make Startups, inc. - Augusta, GA

Brannon Peterkin
finish’d, Inc. - Denver, CO

Bryon Pierson Jr.
EDUrain Inc. - St. Louis, MO

Kwanza Price
Olivia’s Ovens - Palo Alto, CA

Dr. Karl Ricanek
Lapetus Solutions, Inc. - Wilmington, NC

Brittany Rincon
Wilmington Podcast Studio - Wilmington, NC

Diane Roberts
32Parallels - Richardson, TX

Marie Roker-Jones
Curious Culture LLC - New York, NY

Jerry Ross
J. Ross Enterprises, Inc. - Orlando, FL

John Roussel
Colorwave - Berkeley, CA

Karen Sallick
Infinite Knot Inc. - Wilton, CT

Eric Tao
MegaMinds - Fair Lawn, NJ

Dahmari Taplin
ZIGA, Inc. - Denver, CO

Amya Thomas
Vibrant PR - Greensboro, NC

Kevin Tostado
Tostie Productions LLC - San Diego, CA

Alicia Tulsee
Moxie Apparel Inc. - Somerville, MA

Rick Turoczy
PIE - Portland, OR

Patricio Utz
Abstract - San Francisco, CA

Cory Varona
OCOA - Reading, PA

Allegra Walls
Haqa - Atlanta, GA

LaDonna Welch
Ebony Notes Company - Bossier City, LA

Brandon Winfield
iAccess Innovations Inc. - Atlanta, GA

LaMar Wright
Black Wealth Events - New York, NY



