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Savings is Essential for Investment and Job
Creation

By: Byron A. Ellis

Factors of production, iabor and capital, within the black community are not being
fully utilized. As a result, output, employment and living standards are less than they
otherwise could be.

The question then, Is what ought to be done to change the status quo? And, Who
should do it? That is, What should be done to increase investment and hence black
output and employmant?

It is a given that discriminatory policies have precluded investment in the black
community and therefore hindered the growth of black output and employment.
ironically, such policies can only prevail if we assume that investment capital cannot
be generated within the black community. Such assumption, however, is false and
ridiculous. The black community can pool savings and generate investment capital.
Therefore, discriminatory financial policies exist because we have allowed them to
prevail.

it is, therefore, our reliance on non black savings intérmediaries that have precluded
investment within the community and has allowed discriminatory financial policies to
detract from our standards of living. Thus, the inadequate reallocation of our
savings by non black savings intermediaries is the basis for financial

discrimination..

Investment capital is accumulated through financial institutions, such as credit
unions, banks, insurance companies and other financial intermediaries.
Communities without financial institutions are incapable of accumulating financial
assets. Output, employment and a rising living standards are directly related to
individual and community savings propensities. In other words, savings equals
investment. Thus, without a vehicle to accumulate black owned savings, the
economic growth of blacks will remain sluggish.

What is savings? Savings is the act of postponing consumption out of current
disposable income and, all individuals can save. Savings propensities, however, are
learned behavior. Therefore, it must be taught. But, Who will teach such behaviors?

Normally, frugality is taught by parents, family members, and occasionally by
observing others. However, without parental instruction, institutions within the
community such as the black media, civil rights organizations, churches and
educators must advocate frugality and the virtues of savings. A fitting role for black
churches and civil rights organizations is to lead in the formation of local credit
unions, where their members can save, borrow and perform related financial
transactions. Additionally, these institutions should consider the societal benefits of
establishing regional study groups to address economic, educational and health

opportunities within the community.
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For example, regional economic think tanks could develop a blue print -a set of
detail instructions- on how to set up viable credit unions. The funds accumulated in
these credit unions may be used, initially, for housing rehabilitation. Engineering
think tanks could, concurrently, develop minimum cost housing rehabilitation plans
and other think tanks could qualify black suppliers and contractors to perform the
different work functions associated with housing rehabilitation.

This simple example provides a glimpse on how value and employment can be
added to our communities by controlling and reinvesting black savings.
Furthermore, funding may also be used to introduce key commercial establishment
into restructured neighborhoods.

The economic importance of black owned savings institutions and black
collaboration cannot be over stressed. Unfortunately, both issues, although crucial,
have been absent from community debate. Nonetheless, these issues must become
primary and the fundamental focus of our strategies.

A numerical example will provide additional clarity why these two issues are
primary. Assume a typical city with 300,000 black residents and a conservative
income per capita of $18,000.00. The resulting gross aggregate black income is
(300,000 X $18,000.00=) $ 5,400,000,000.00 per year. If 1 percent of the gross
black income ($180.00 per person per year or $0.50 per person per day) is saved in
a black financial institution, Blacks could potentially reinvest $ 54,000,000.00 in the
first year. The 1 percent savings, however, may be too optimistic, assume then that
only a $50.00 per black resident is saved annually (or $0.14 per person per day).
Under this scenario, the potential for reinvestment is ( 300,000 X $50.00 = )
$15,000,000.00 per year.

Surely, blacks save more than $50.00 annually, so the potential for yearly
reinvestment in a typical community is higher than our conservative estimate. Given

the above, the solution is intuitively simple: if economic progress is desirable,
blacks must collaborate to create and nurture black owned financial institutions.

So, Why do we continue to give our investment capital away?
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