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Research Brief

Conduct place-based research to help Birmingham's leadership
understand existing small businesses and their needs.



Defining “Small Business”

The Small Business Administration sets a wide range to define a “small
business.” Based on practical experience and the composition of
Birmingham's business ecosystem, we define “small business” as fewer
than 50 employees. A “‘micro business” is fewer than 10 employees.



Caveat

Given the limitations of available data, many of the analyses that
follow reflect all businesses in Birmingham, not just small businesses.
However, the majority of Birmingham businesses qualify as “small
businesses,’ so even business-level data are instructive.



Why Small Businesses Matter

Economic Growth

Small businesses provide goods and services while creating pathways
to iIncome and wealth creation for workers, owners, and investors.
They create quality jobs, serve the operations of larger companies, and
help stoke innovation to drive industry competitiveness.



Why Small Businesses Matter

Neighborhood Vibrancy

Small businesses make Birmingham an attractive place to live by
providing goods and services essential to residents’ daily lives. They
shape Birmingham's streetscapes and create community meeting
places. Small business owners are neighborhood stewards who invest
in both people and place.



Why Small Businesses Matter

Inclusion and Equity

Small businesses contribute to social equity and inclusion by providing
entry points for workers with diverse education and experience levels.
Small businesses are an important mechanism for extending economic
opportunity to residents across all of Birmingham’s 99 neighborhoods.



Inputs for Understanding

Public Data Sets

— U.S. Census 2012 Survey of Business Owners

— American Community Survey 5-Year Estimates (2017)

— City of Birmingham Finance Department Business
Licenses (June 2019)

Private Data Sets

— ESRI Business Analyst 2017
— Alabama Power Company Metered Companies

Interviews & Meetings

Birmingham Business Alliance

Birmingham Business Resource Center
Bham Biz Hub

Birmingham Construction Industry Authority
City of Boston (former employees)

Create Birmingham

Ensley Alive

Foundation Capital

Innovation Depot

Main Street Alabama

Planning, Engineering, & Permitting (CoB)
REV Birmingham

Small Business Council

TruFund

UAB Department of Small Business Inclusion
Urban Impact

World of Opportunity



Data Analysis




Active Businesses Licenced in Birmingham

10,072

unique active business taxpayers
with physical addresses within
Birmingham city limits

20,989

unique active business taxpayers
with physical addresses outside
Birmingham city limits



Business Licenses and How They Are Classified

33,235 22,767

active business licenses for unique taxpayer IDs
active business locations

$2-$12K

range of minimum
license amounts



How Business Licenses Are Classified

COMPLETE AND RETURN THES FORM TO
o Bimingharm Feverr n

TRPAVES TP L AN WSER
Cor =y

ITY OF BIRMINGHA!

c M
APPLICATION FOR TAX CERTIFICATE

The information that you provide in this
Business License Code of the City of B
1o avoid delays in processing.

Section 1 - WHAT WOULD YOU LIKE
Register a new business (Please co|
‘Add a New Location or Tax Type to y
Chang Business Ownership of yout
Change the Mailing Address only fof
Change the Location Address of you
Change in Corporate Officers, Memé
Provide a general ‘update” of your o

Section 2 — LEGAL NAME AND MAIL|
(Note: If mailing address is a post of

Ful Legal Name
Attention:
Address

[ e e e B |
Area Code and Phone Number |
Area Code and Fax Number ___|
Name of Contact Person.
E-Mail

Saction 3 - TRADE NAME AND LO(
ease see reverse side of this forr (I

Piease select: Commercis | Est

Trade (db/a) Name |
Attention:
Address

Gy
Area Code and Phone Number of Busit
Area Code and Fax Number of Busines
Name of Contact Person at Business L
E-Mail___

APPLICATION FOR TAX CERTIFICATE (CIT

OF BIRMINGHAM, ALABAMA) 2]

Section 5 - TYPE OF OWNERSHIP
Plaase indicate the form of organization. NOTE: Pieas reler 1o the jng “Geners! Information for Preparing an Applicstion
for Tax Certificate Form" indinucion sheet fr & §56ng of Supplemenial documentation 1o be indudad wih e 3

1. Alabama Corporation (Incorporated in Alabama)
2. Partnership (two or more owners)
3. Sole Proprietor (one owner)
4. Unincorporated Association (ie., PA)
5. Other
6. Limitad Liabilty Partnership (LLP)
7. Limited Liabity Company (LLC)
Saction 6 - TYPE OF BUSINESS
Piease indicate the principal business actity category.

1. Foreign Corporation (Incorporated in another state)

&. Home OccupationHome Office

1. Manudacturer (Please specify the type of accupation or ofice)
2. Contractor (Please specy) _

3 Wholessler > 0. Sals Certed, Sk Rgrited or Stk Licansed
4. Retailer

5.Other (Please s ) 10. Tmml;;ndugrvs;peual Evems

6. Food/Eating Estabishment Event Location

7. Day Care Center

Section 7 - PRINCIPAL BUSINESS ACTIVITY AND PRODUCT
You shoukd indicate the one business activty that ac.counls for the largest percentage of gross income. State the broad field of business
activity as wel &5 the product or senvice. For example—Ac o Saos/ Prodc: Pharmeceucals OR. Ackey: Mareckring !
Produrt.Aumables Nok: Tha rdomabon shoud be e svme momaton as required by the Internal Revenue Sarvice on Schedule C
Form 1040 for Sole Proprietorships.

Activity _

Section 8 - FEDERAL TAX ID NUMBER / NUMBER OF EMPLOYEES
Enter Federal identifcation Number (REQUIRED) and the number of employees that will be working in Birmingham.

Federal ID Tax Numbsr __ _ Number of Employees in Birmingham (Required) _

Section 4 - CHANGE OF OWNERSH
It applicable, this section MUST be |

Former Owner
Trade (dt/a) Name
Mading Address of FormerOwner.

Section OF BUSINESS ACTVITY

Enter Date Business Activity Will Begin in Birmingham: Month ___ N

Enter Date Cty of Birmingham Taxpayer Idsnification Number Applied For: Month __ _ Year____
Saction 10 ~TAX LIABILITIES Check the taxes for which you are liable.

Sales Tax TAX IDENTIRCATION NUMBERS NOW ASSIGNED TO YOU: (Writa “None™ ¥ no number assigned)

Sellers Use Tax

Consumers Use Tax State of Alabama Sales Tax Number

Lease Tax State of Alabama Selers Use Tax Number.

Occupational Tax State of Alabama Consumers Use Tax Numbec

—Employer’s State of Alabama Lease Tax Number_

Lodgings Tax State of Alabama Lodgings Tax Number.

Business License Tax State of Alsbama Tax Number.

If you have more than one business location. it is assumed that you will file consolidated returns for each of the taxes for which
you may be liable, including sales, use, lease, occupational, and lodgings taxes. Each separate business location requires a
separate business license.

~250

unique business
license schedules

447

unique base codes
for calculating
business license fee

1,260 2,470

unique NAICS

321

unique business
license titles

186

unique adjustment
codes

3,971

unique City-defined unique City-defined
codes product types

activity types



Month-Over-Month License “Begin Date” | All Active Licenses

On average, 276 licenses are 800
1ssued each month, as indicated

by “begin date” Removing the

outlier of January, the average

decreases to 230. 600
400
200
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Top License Types

007A 1s overwhelmingly the top
license type. The Tax and License
Administration Division of the
Finance Department reports that
this is the simplest license to
acquire.

License No.
007A
165
213B
014
068
071
198
212
136
216
201
096
069
150M

150Y

License Description

Agents, Dealers & Other Business

Merchandise

Real Estate Lease Or Rental

Attorneys
Contractors-Building
Contractors

Physicians, Dentists
Renting And/Or Leasing
Insurance Companies
Restaurants / Cafes
Plumbing, Gas Fitters
Electricians
Contractors, Htg & Ac
Beer (On & Off Premises)

Monthly Liquor Tax 3%

Count
5,597
2,745
2,144
1,580
1,297
1,068
920
892
835
793
550
529
481
443

437



Business Tax Contribution to City Revenue

Annual Report

=
=« <Ku
0/ Actual expenses compared year by year
o Visualization Sort By Chart of Accounts -

Business Taxes
Charges for Services
Fines & Fees

Charges for Services Intergovernmental °

of City revenue comes w541k 45 o

Miscellaneous Revenue

from bUSIHQSS taXQS $25,610,141 (4.1%) : Intergovernmental

Pension Contributions Miscellaneous Revenue

$39,349,254 (6.4%) ®  Pension Contributions
Proceeds from Debt Issuance Permits
Y
$40,190,697 (6.5%) ®  Proceeds from Debt Issuance
Property Taxes Property Taxes
$65,108,860 (10.5%) °
Business Taxes Transfers In Transfers In
" i
$329,350,728 (53.2%) 18,801,100 (3.0%) Proceeds from Sale of Fixed Assets
' ' | | [ | l 1 | ¢ FY2019
Actual

Expand All FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY2019

Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
» Business Taxes $208,095,821 §$ 283,507,568 §$291,748,337 $307,651,120 §$313,014,735 $318,089,614 §331,338,735 $339,003,952 § 342,337,534 §$ 357,474,606 $ 329,350,728
» Charges for Services 57,922,977 59,529,019 59,732,460 62,133,175 62,530,067 106,631,164 124,619,136 128,086,937 121,806,430 62,689,817 59,401,448
*» Fines & Fees 7,943,524 6,770,594 5,482,708 5,041,982 5,151,654 4,435,419 4,153,379 4,025,552 3,310,971 2,884,601 2,968,166
» Intergovernmental 68,394,921 65,262,502 51,935,924 66,937,127 57,578,840 60,452,113 48,393,864 45,965,895 52,710,195 48,899,397 30,965,476
» Miscellaneous Revenue -91,398,431 114,812,150 179,628,415 50,896,657 127,270,204 187,284,445 56,006,010 21,323,592 138,990,855 102,337,637 25,610,141
*» Pension Contributions 33,481,746 33,079,339 33,715,371 34,889,204 33,494,052 34,240,898 35,151,381 38,970,450 39,320,992 40,852,717 39,349,254
*» Permits 4,505,829 3,746,687 4,190,766 4,425,839 3,843,012 4,905,453 5,368,367 5,617,867 6,622,606 7,514,002 7,186,380
*» Proceeds from Debt Issuance 0 0 777,969 -328,200 -78,200 [ 126,876,300 -85,054 186,407 0 40,190,687
» Property Taxes 61,662,479 56,698,875 51,368,949 55,655,668 50,366,550 55,842,028 54,807,610 58,569,710 59,139,266 63,927,091 65,108,860
» Transfers In 61,382 52,762 9,566,003 48,573 24,018 8,888,861 3,400,000 6,637,889 0 0 18,801,109
*» Proceeds from Sale of Fixed Assets -110,296 2,537,365 -1,903,142 -162,684 41,739 65,063 109,703 73,433 -1,271,116 -601,879 [
Total $440,550,952  $620,922,132 §$ 686,243,760 § 587,188,460 §$ 653,236,671 $ 780,835,059 §790,224,485 $648,190,224 §763,154,139 $ 685,978,080 $ 618,932,248

Data filtered by Revenues and exported on August 14, 2019. Created with OpenGov




Business Tax Revenue Breakdown

Annual Report

Actual expenses compared year by year

Visualization

Occupational Tax
$84,424,415 (25.6%)

Sales & Use Taxes
$150,055,492 (45.6%)

Business License
$81,034,595 (24.6%)

Lease or Rental Tax
$5,594,288 (1.7%)

Lodging Tax

$8,241,938 (2.5%)

, FY2019
Actual

FY 2009

Expand All
Actual
» Sales & Use Taxes $ 131,904,244
» Occupational Tax 76,325,428
*» Business License 83,019,356
» Lease or Rental Tax 6,847,080
» Lodging Tax -288
Total $ 298,095,821

FY 2010
Actual

$ 127,197,327
73,007,914
74,808,816
6,238,280
2,255,231

$ 283,507,568

FY 2011
Actual

$ 131,162,237
74,909,158
75,793,012
6,099,038
3,784,891

$ 291,748,337

Data filtered by Business Taxes and exported on August 14, 2019. Created with OpenGov

FY 2012
Actual

$ 134,828,954
77,702,883
83,244,929
6,149,116
5,725,238

$ 307,651,120

o

FY 2013
Actual

$ 140,832,079
77,844,189
82,865,987
5,834,818
5,637,662

$ 313,014,735

FY 2014
Actual

$ 145,393,767
78,654,089
82,104,637
5,887,998
6,049,123

$ 318,089,614

Business license fees account
for 24.8% of business tax
revenue and 12.5% of the City's
overall revenue.

FY 2015
Actual

$ 151,918,701
81,013,132
85,732,176
6,368,296
6,306,430

$ 331,338,735

FY 2016
Actual

$ 160,896,577
84,722,141
79,963,025
6,474,672
6,947,537

$ 339,003,952

FY 2017
Actual

$ 165,320,700
89,869,514
74,002,476
6,643,384
6,501,459

$ 342,337,534

FY 2018
Actual

$ 173,897,561
91,820,469
77,250,298
6,696,957
7,809,412

$ 357,474,696

FY2019
Actual

$ 150,055,492
84,424,415
81,034,595
5,594,288
8,241,938

$ 329,350,728




Active Businesses with Physical Addresses in Birmingham | &
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{1

Between 10,000 and 11,000 businesses call Birmingham
home, and over 31,000 businesses are licensed in the City
These range from sole proprietors to Alabama Power,
UAB, and national corporations. JJ



Types of Businesses | NAICS

The top NAICS codes for
Birmingham-located businesses
reflect a business ecosystem
comprised of non-traded
professional services, personal
services, and some retail.

NAICS Code
0
541110
621111
454390
531120
812112
813110
445292
811111
722110
561720
541211
447110
561731
722211

812111

Official NAICS Description Count

n/a 3,445
Offices of Lawyers 1391
Offices of Physicians (except Mental Health Specialists) 417
Other Direct Selling Establishments 202
Lessors of Nonresidential Buildings (except Miniwarehouses) 179
Beauty Salons 170
Religious Organizations 135
Confectionery and Nut Stores 133
General Automotive Repair 118
Code does not exist in current table 105
Janitorial Services 103
Offices of Certified Public Accountants 101
Gasoline Stations with Convenience Stores 90
Code does not exist in current table 89
Code does not exist in current table 76

Barber Shops 76



Types of Businesses | NAICS

44% of all ~31,000 active business
taxpayers have no NAICS code
listed or a NAICS code of 0. 34% of
Birmingham-located business
taxpayers list a NAICS code of 0.

Among the top NAICS codes for
Birmingham-located business
taxpayers, three codes do not exist
in the lookup table.

Various types of food businesses >

Various types of and landscape consulting and
service, general repair, and janitorial service >

Various types of food businesses >

NAICS Code
0
541110
621111
454390
531120
812112
813110
445292
811111
722110
561720
541211
447110
561731
722211

812111

Official NAICS Description Count

n/a 3,445
Offices of Lawyers 1391
Offices of Physicians (except Mental Health Specialists) 417
Other Direct Selling Establishments 202
Lessors of Nonresidential Buildings (except Miniwarehouses) 179
Beauty Salons 170
Religious Organizations 135
Confectionery and Nut Stores 133
General Automotive Repair 118
Code does not exist in current table 105
Janitorial Services 103
Offices of Certified Public Accountants 101
Gasoline Stations with Convenience Stores 90
Code does not exist in current table 89
Code does not exist in current table 76

Barber Shops 76



Types of Businesses | Product

The City of Birmingham has its own product
classifications for businesses, with 2,470
different product types. Top products for
Birmingham-located business taxpayers
follow similar patterns to top NAICS codes.

Once again, ‘blank” is one of the top
categories, indicating incomplete data.

City of Birmingham Product Type

Service

blank

Real Estate
Legal Services
SVC

Services
Contractor
Real Property
Legal Service
Food
Clothing
Property
Entertainment
Furniture

Attorney

Count

5,913
241
153
132
114
113

91
87
84
67
59
35
30
22
22



Types of Businesses | Product

The City of Birmingham also has its own
activity classifications for businesses, with
3,571 different activity types. Top activities
for Birmingham-located business
taxpayers follow similar patterns to top
NAICS codes and products.

Here too, “blank” is one of the top
categories, indicating incomplete data.

City of Birmingham Activity Type Count

Attorney 1,228
Physician 430
Retail Sales 267
Restaurant 191
blank 189
Contractor 176
Peddler 157
Legal Services 138
Church 129
Renting/Leasing 113
Renting 110
Convenience Store 98
Law Firm 89
Rental/Lease 80

Consulting 79



Employment Impact

100,000-155,000

paid employees

$8 billion

in payroll

% Future work necessary to validate these figures, as they fall way short
of what we know to be the number of jobs in the city (~385,000).



Self-Reported Employee Count Distribution

According to employee counts
self-reported in the business
licensing process, 98% of
Birmingham businesses are small
businesses (<50), and 92% are micro
businesses (<10 employees).

The abundance of micro
businesses 1s consistent with other
sources. Still, we should treat these
self-reported numbers with
skepticism, as instructive only.

0 1 2-5 6-10 11-20 21-50 51-100 101+




Roughly 75% of Birmingham-located businesses may
be classified as “‘micro businesses,’ employing ten or
fewer employees. Some data report that between
60-76% of Birmingham-located businesses are sole
proprietorships or employ just one individual. ))



Ownership Distribution by Race | All Firms

Population Distribution Iggr'gj::;%
Total Population 212,237 19,386*
Minority 164,979 77.6% 10,605 54.7%
Non-minority 47,258 22.3% 8,770 45.2%

* All firms classifiable by gender, ethnicity, race, and veteran status. U.S. Census
Bureau reports more firms in city limits than other sources.
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Population Distribution Iggr‘gj::;%
Total Population 212,237 19,386*
Minority 164,979 77.6% 10,605 54.7%
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Ownership Distribution by Race | All Firms

. o Ownership
Population Distribution Distribution
Total Population 212,237 19,386*

White 47,258 22.3% 9,040 46.6%
Black or African American 155,791 73.4% 9,772 50.4%
American Indian and Alaskan Native 445 0.2% 53 0.3%
Asian 2,152 1.0% 506 2.6%
Native Hawaiian and Other Pacific Islander 86 0% - -
Some Other Race 4,306 2.0% 151 0.8%
Two or More Races 2,199 1.0% - -
Hispanic 7,704 3.6% 342 1.8%

* All firms classifiable by gender, ethnicity, race, and veteran status. U.S. Census
Bureau reports more firms in city limits than other sources.
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Ownership Distribution by Race | All Firms

. o Ownership
Population Distribution Distribution
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Black residents make up 74% of Birmingham’s
population but only 50% of businesses are black-owned.
In contrast, white residents make up 22% of the ))
population but 47% of businesses are white-owned .



Ownership Distribution by Race | Sole Proprietorships vs. Employing Firms

Sole Proprietorships

Employing Firms

All firms classifiable by gender, ethnicity, race,

and veteran status 15548 3838

White 5,766 37.1% 3,274 85.3%
Black or African American 9,460 60.8% 312 8.1%
American Indian and Alaskan Native 44 0.3% 9 0.2%
Asian 265 0.8% 240 6.3%
Some Other Race 129 0.8% 22 0.6%
Hispanic 285 1.8% 58 1.5%
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Ownership Distribution by Race | Sole Proprietorships vs. Employing Firms

Sole Proprietorships

Employing Firms

All firms classifiable by gender, ethnicity, race,

and veteran status 15548 3838

White 5,766 37.1% 3,274 85.3%
Black or African American 9,460 60.8% 312 8.1%
American Indian and Alaskan Native 44 0.3% 9 0.2%
Asian 265 0.8% 240 6.3%
Some Other Race 129 0.8% 22 0.6%
Hispanic 285 1.8% 58 1.5%



{

Black-owned firms make up 61% of sole proprietorships but
only 8% of firms with one or more employees. In contrast,
white-owned firms make up 37% of sole proprietorships but
85% of firms with one or more employees. }JJ



Ownership Distribution by Gender | Sole Proprietorships vs. Employing Firms

Population Sole Employing
Distribution Proprietorships Firms
Total Population 212,237 15,548* 3,838%
Female 99,337 46.8% 7,703  49.5% 583 16.2%
Male 112,900 53.2% 7425 478% 2,893 75.4%
Equally Female- and Male-Owned - - 420 2. 7% 363 9.5%

* All firms classifiable by gender, ethnicity, race, and veteran status. U.S. Census
Bureau reports more firms in city limits than other sources.
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Ownership Distribution by Gender | Sole Proprietorships vs. Employing Firms

Population Sole Employing
Distribution Proprietorships Firms
Total Population 212,237 15,548* 3,838%
Female 99,337 46.8% 7,703  49.5% 583 16.2%
Male 112,900 53.2% 7425 478% 2,893 75.4%
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Bureau reports more firms in city limits than other sources.



Women and men reflect near parity in ownership of
sole proprietorships. However, just 15% of firms with
one or more employees are owned by women, while
75% are owned by men. JJ



Business Density by Neighborhood
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Business Density by Qommerdial Revitalization District

Commercial Revitalization Districts
follow a similar pattern of center city
physical business density.

NB: This map was built from data shapefiles that do not

reflect the subsequent subdivision of the Cultural District.
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Vacant Parcel Density (Count) by Commercial Revitalization District

Vacant parcel density follows the opposite pattern of
physical business density, with the greatest counts of
vacant parcels falling outside the center city:.

NB: This analysis does not yet control for parcel size or zoning (e.g. commercial
vs. mixed use or residential).
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Proximity to Transit

4,124 (89%) of the 4,613 total businesses within a e {,,3'-'.
~12-minute walk of the proposed bus rapid transit o e -
line* are self-reported as sole proprietorships or =
micro businesses (<10 employees). =
L ' i b
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N S e oot However, these micro businesses
-.,-.l‘:") [* sfs i v only account for 4,465 (6%) of the
ety Gl . b A S0 72,161 employees self-reported by
e, P R businesses owners within walking
.2 i ieI7 o range, due to the presence of large

organizations like UAB and
Alabama Power within that range.
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In short, the data tell us...

Between 10,000 and 11,000 business taxpayers have physical
addresses in Birmingham. Of those, about three quarters are “‘micro
businesses.” Unsurprisingly, businesses are concentrated in the city

center.

Women- and black-owned firms are trailing their male- and
white-owned counterparts in growth, as measured in employment.



We'd like to know more about...

— Owner demographics — Date of business founding
— Owner education — Renter vs. owner of space
— Business type (products, services) — Customer base

— Revenue — Contributions to street life
— Capital stack — M/W/DBE certification

— Employment — Technical assistance utilization



What we can learn through licensing

— Owner demographics — Date of business founding
— Owner education — Renter vs. owner of space
— Business type (products, services) — Customer base

— Revenue — Contributions to street life
— Capital stack — M/W/DBE certification

— Employment — Technical assistance utilization



What a survey might answer

— Owner demographics — Date of business founding
— Owner education — Renter vs. owner of space
— Business type (products, services) — Customer base

— Revenue — Contributions to street life
— Capital stack — M/W/DBE certification

— Employment — Technical assistance utilization



i If you can't measure 1t, you can't manage it. )
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