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Social Compact is a national not-for-profit corporation led by a board of business leaders whose mission is to help
strengthen neighborhoods by stimulating private market investment in underserved communities. Social Compact
accomplishes this through its Neighborhood Market DrillDown analytic tool, developed to accurately measure community
economic indicators, and provides this information as a resource to community organizations, government decision makers
and the private sector. Social Compact is at the forefront of identifying the market potential of underserved neighborhoods
and promotes public private partnership involving community members and leveraging private investment as the most
sustainable form of community economic development.
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Background

Inner-city neighborhoods represent billions of
dollars in untapped buying power and retail
leakage. The ethnic and cultural diversity of
urban residents represent a myriad of
opportunities for local entrepreneurs, niche
markets and new markets for financial service
providers, grocers, corporate retailers and
other commercial investors. Despite this
opportunity, barriers to private investment in
underserved neighborhoods persist. As a
result, urban residents lack access to basic
goods and services at competitive prices, and
retailers and developers are unable to
capitalize on the fundamental assets of inner-
city, urban communities.

Underserved urban neighborhoods are often
negatively stereotyped and defined by
deficiencies rather than strengths. The reason
for this is manifold. First, communities often use
deficiency-based depictions to demonstrate
need for federal subsidies and social service
programs. While these depictions attest to
social need, they do little to highlight
neighborhood strengths and economic
opportunity. Second, excessive media
coverage of undesirable characteristics such
as crime, poverty, and blight perpetuate
negative perceptions of these inner-city
neighborhoods. Finally, lack of dependable
business-oriented data on underserved
communities expands the information gap on
market trends, disabling potential investors
from making informed decisions. Combined,
these factors contribute to a cycle of missed
opportunities in underserved urban markets.

THE DRILLDOWN:
BRIDGING THE INFORMATION GAP

Beginning with the premise that a significant
reason for inner-city disinvestment is lack of
good market information, Social Compact
developed the Neighborhood Market
DrillDown to address key barriers to private
investment in  and around inner-city
neighborhoods. Social Compact offers its
neighborhood market analyses to local
governments, community organizations and
businesses looking to attract investment or to
invest in inner cities. These analyses provide
alternative assessments of population, income
and housing that do not rely on outdated and
potentially inaccurate decennial census data.

The DrillDown was established to provide up-
to-date profiles of market strength, stability
and opportunity for small, dense, and rapidly
changing urban geographies. The DrillDown
builds on current, finely sieved market
information drawn from a wide spectrum of
commercial, proprietary and local government
sources (e.g. tax assessor, building permit, and
commercial credit companies). Rather than
relying on any one information set, DrillDown
findings surface from a combined body of
data. These findings, tested against
supplemental data and the intuitive knowledge
of local market leaders, serve as the
foundation for an objective, systematic
analysis of business attributes.
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DrillDown Overview

o The DrillDown estimates the study area population at 47,165,
similar to the traditional market estimate of 47,898 and 4%
above (2,019 more people) the Census 2000 estimate of
45,146.

e Average household income in the study area is estimated at
$42,172, on par with the traditional market estimate of
$41,655 but 23% above the Census 2000 average reported
income of $34,283.

e New homeowners in the study area (individuals who purchased
homes between 2003 and 2006) report an average household
income of about $67,000, nearly twice (95% above) the
average income of area residents in 2000.

o The DrillDown aggregate income estimate for the study area
($533 million) exceeds the traditional market estimate ($526
million) and well above Census 2000 income of $419 million.

e  While an analysis of retail businesses reveal the study area as
a retail destination, characterized by retail spending flowing
into the study area, residents spend roughly $8 million in
apparel purchases outside the study area.

e Full service grocers in the study area are destinations for outside
residents, as demonstrated by the influx of roughly $11 million
in grocery spending. Despite this finding, the DrillDown estimates
that residents in the study area travel, on average, a distance
more than three times (2.56 miles) the average distance
traveled by residents in the City of Fresno (0.75 miles).

e Though residents in the study area travel a shorter distance
(2.37 miles) to a bank than to a nontraditional financial service
provider (3.19 miles), this distance is still more than twice the
average distance traveled by residents in the City of Fresno
who, on average, travel 0.86 miles to a bank.

Map. 1 DrillDown Study Area
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Market Size Indicators

Map. 1 Study Area Population Density (Persons per Acre)
By Census Block Group

MARKET SIZE figures indicate a neighborhood’s population of
residential consumers, effectively describing neighborhood mass and
density. Market size is commonly underestimated in inner-city
neighborhoods because measurements at the neighborhood level are
often outdated or inaccurate. Research has shown that the decennial
census is susceptible to undercounting particular areas due to incorrect
information; unreturned and incomplete surveys; and missed households
and individuals. Population undercounts are more likely to occur in low-
income, predominantly minority, urban neighborhoods, where a larger
proportion of residents may have language barriers, live in
overcrowded housing, and have greater mistrust of government.
Accurate measurements of market size underpin assessments of
investment and business potential in neighborhoods. To enhance
accuracy, Social Compact’s DrillDown uses data sources compiled on an
annual basis to build its profiles.

DrillDown Study Area
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Market Strength Indicators

Map. 2 Average Income of New Home Buyers, 2006
% Above Census 2000 by Census Tract

MARKET STRENGTH/BUYING POWER figures address the population’s
consumer potential, gauging purchasing power by estimating aggregate
income and income density and adjusting these figures to account for the
estimated monetary value of unregulated economic activity (or the
informal economy) within a neighborhood. Income estimates provided
by the census, and census derived projections, are now outdated and
prone to well-understood inaccuracies resulting from self reported
income. In contrast, the DrillDown analysis incorporates the most recent
income estimates from the three major credit bureaus. When
aggregated to the neighborhood level, higher average household
incomes result in concentrated buying power greater than previously
understood. Moreover, higher population density in inner-city
neighborhoods translates into concentrated buying power that
supersedes their suburban counterparts, even in cases where average
household incomes are comparatively lower.

Traditional market analysis models used by retailers and financial
2006 Homebuyer Income institutions overlook the significant buying power generated by the local
% Above Census 2000 informal economy and therefore misinform private sector investment
] 10% 0 25% decisions. Information gaps and poor market data can drastically
I 26% to 50% influence the economic prospects of neighborhoods, particularly in low

income areas where traditional demographic data does not accurately
[ 5196 0 200% capture market potential. Accurate measurements of a community’s total
I 201 to 300% economic activity may attract new investment and assist policy makers in
I o 200% identifying those barriers that prevent small and medium enterprises
/A No Data from entering the formal market. Increased information on small
businesses operating in under-regulated environments might encourage
the engagement of mainstream small business lenders.

NOTE: Map depicts the percent difference from the average income of
new homeowners (who purchased homes in 2006) to residents’ average
income as reported by Census 2000 by census tract.

* “No Data” refers to tracts where no home purchases were reported

between 2003 and 2006.
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Market Potential Indicators

Map. 3 Full Service Grocers
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An absence of affordable, quality food does not necessarily result from lack of market
demand and can lead to demonstrable health complications such as obesity, diabetes
and hypertension.! Understanding the demand for groceries in communities is essential
to development professionals and legislators as many urban areas have begun crafting
incentives for grocers to locate in their communities.

Limited access to traditional banking and financial services has long been a barrier to
wealth creation in marginalized communities. This lack of access often translates to
higher costs for basic financial transactions.2 Communities faced with a high presence of
check cashing institutions, pay-day loan centers and other predatory financial services
providers fall victim to higher transactional fees; a recent study found that “borrowers
pay $4.2 billion every year in excessive payday lending fees.”3

*Sources:

1) Gallagher, M. (2006). Examining the Impact of Food Deserts on Public Health in Chicago. Mari
Gallagher Research and Consulting Group: Chicago, Il

2) Barr, M. (2004). Banking the Poor: Policies to Bring Low-Income Americans Into the Financial Mainstream.

The Brookings Institution: Washington, DC:

3) King, U., Parrish, L. & Tanik, O. (November 2006). Financial Quicksand: Payday lending sinks borrowers
in debt with $4.2 billion in predatory fees every year. Center for Responsible Lending: Durham, NC.
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Map. 4 Traditional Financial Service Providers Map. 5 Nontraditional Financial Service Providers
(Banks & Credit Unions) (Check Cashers, Pawnshops, Payday Lenders)
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NOTE: Maps depict banks and nontraditional financial service providers both in the study area and up to two miles beyond the study area boundary.

Points may be overlapping.
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DrillDown Market Overview

n::llj%]_t

NDII I RNAWNI

Tumditiann~l Ecs

2008 2008 2000 Compatrison
MARKET SIZE DRILLDOWN Traditional Est. Census DrillDown/Trad. Est.
Total Population 47,165 47,898 45,146 -1.5%
Population per Acre 0.2 0.2 0.2
Total Households 12,641 12,630 12,212 0.1%
MARKET STRENGTH 2008 2008 2000

Comparison
NuiliNAvin [Tond Ect







DrillDown Glossary & Sources

(-SociaLt

TOTAL POPULATION AND HOUSEHOLDS: The DrillDown assembles a list of
residential addresses from municipal and proprietary tax assessment records,
municipal building permit records, utility hookups, and credit bureau records.
Households, also known as occupied units, are determined by multiplying the
total number of residential addresses by the occupancy rate, determined
through analysis of utility usage records, at the block group level. Total
population is calculated by multiplying the number of households by the average
household size and adding this number to the population in group quarters.
Average household size and population in group quarters are provided at the
block group level by the most recent census trend projections; group quarters
population excludes individuals in correctional facilities.

POPULATION PER ACRE: The DrillDown total population estimate divided by
the acreage of the study area. Land area measurements are obtained from the
U.S. Census Bureau as the size, in square units (metric and nonmetric) of all areas
designated as land in the Census Bureau's national geographic Topologically
Integrated Geographic Encoding and Referencing (TIGER®) system.

% CHANGE IN USPS DELIVERY ADDRESSES: The change in the total number of
residential and commercial addresses that the U.S. Postal Service (USPS) has
recorded in their database excluding addresses identified as vacant (not
collecting mail for 90 days or longer) or no-stat (not occupied). The data is
provided by the U.S. Department of Housing and Urban Development (HUD) on
a quarterly basis at the census tract level. Social Compact utilizes the earliest
available count (2005) and the latest available count (2007) to calculate the
percent change. Tract level data is adjusted to different geographies by
weighting the number of postal counts to the Census 2000 households at the
block group level.

AVERAGE HOUSEHOLD INCOME: Utilizing credit bureau income estimates,
Social Compact calculates the income distribution, or the number of households
per income bracket, for a given geography. The average income at the block
group level is calculated by applying the U.S. Bureau of Labor and Statistics
Consumer Expenditure Survey (CEX) estimated average income for individuals
within a particular income bracket (projected from 2004 to 2006) to the income
distribution determined. The DrillDown average household income estimate is
then adijusted to include the proportion of neighborhood income attributed to
informal economic activity.

_Jompac

me

MEDIAN HOUSEHOLD INCOME: Utilizing credit bureau income estimates, Social
Compact calculates the income distribution, or the number of households per
income bracket, for a given geography. The median household income is the
income of the household that divides the number of upper-income and lower-
income households into two equal parts.

AGGREGATE NEIGHBORHOOD INCOME: Utilizing credit bureau income
estimates, Social Compact calculates the income distribution, or the number of
households per income bracket, for a given geography. The aggregate income is
calculated as the sum of the total number of households in each income bracket
multiplied by the average household income for that income bracket. The
DrillDown aggregate neighborhood income estimate is then adjusted to include
the proportion of neighborhood income attributed to informal economic activity.

AGGREGATE NEIGHBORHOOD INCOME PER ACRE: The aggregate
neighborhood income divided by the total acreage of the study area. Land
area measurements are obtained from the U.S. Census Bureau as the size, in
square units (metric and nonmetric) of all areas designated as land in the Census
Bureau's national geographic Topologically Integrated Geographic Encoding
and Referencing (TIGER®) system.

% INFORMAL ECONOMY: An estimate of the proportion of neighborhood
income attributed to informal economic activity. By weighting the following
proxies, the DrillDown estimates the monetary value of unregulated economic
activity: households with income below $30,000; difference between household
income and household expenditures; the percentage of households with no credit
record; the percentage of utility payments made in cash; the number of
nontraditional financial service providers per household and per acre; the
difference between estimated housing costs and real home values; and the
percent foreign born population. The DrillDown average household income
estimate is adjusted to include the proportion of neighborhood income attributed
to informal economic activity; median household income is not.

AVERAGE INCOME OF NEW HOME BUYERS: The average household income of
individuals who received a home loan for purchase of a 1 to 4 unit structure
intended as the primary residence (not rental or second home). The data is
provided at the census tract level by the U.S. Department of Housing and Urban
Development through the Home Mortgage Disclosure Act (HMDA). Social

Copyright © 2009 Social Compact Inc.
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Compact utilizes the earliest available date (2003) and the latest available
date (2006) to calculate the average household income and the percent change
from the Census 2000 average income of neighborhood residents. Tract level
data is adjusted to different geographies by weighting the number of postal
counts to the Census 2000 households at the block group level.

% CHANGE IN IRS ADJUSTED GROSS INCOME: The percent change in
neighborhood adjusted gross income from 1998 to 2005. The data is provided
by the Internal Revenue Service (IRS) at the zip code level. Social Compact
utilizes the earliest available date (1998) and the latest available date (2005)
to calculate percent change; 1998 values are adjusted for inflation to 2005
dollars. Zip code level data is adjusted to different geographies by weighting
the number of returns to the Census 2000 households at the block group level.

OWNER OCCUPANCY BY UNIT: An estimate of the proportion of residential
units where the property owner is a resident. Social Compact determines owner
occupancy by matching a street address with a property owner’s mailing
address provided by proprietary real estate data and municipal tax assessor
records.

OWNER OCCUPANCY BY BUILDING: An estimate of the proportion of
residential buildings where the property owner is a resident. Social Compact
determines owner occupancy by matching a street address with a property
owner’s mailing address provided by proprietary real estate data and
municipal tax assessor records. Social Compact considers a building as owner
occupied if, for buildings five units or less, at least one unit is owner occupied,
and, for larger buildings, more than 50% of the units are owner occupied.

MEDIAN HOME SALE VALUE: Median home sale value is calculated at the
neighborhood level using property transaction data from property sales and
both proprietary and municipal real estate data over an 18 month period. The
median home sale value is the value of the home that divides the number of
higher-valued and lower-valued homes into two equal parts.

ALL EMPLOYERS: An indicator of an area’s business climate (total businesses,
revenue) and daytime population (number of employees). The total number of
businesses (including nonprofit and community based organizations, educational
institutions and churches), total revenue (annual sales revenue) and total
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employees are based on listings provided by ESRI Business Analyst and/or
InfoUSA.

ESTIMATED ANNUAL EMPLOYEE SPENDING: Based on the International
Council of Shopping Centers (ICSC) Office Worker Spending Patterns (2004),
Social Compact applies the estimated average expenditures on meals and
services of a downtown office worker ($2,787/yr) to the total number of
employees in an area, based on InfoUSA business listings. While this indicator
can provide an estimate of the annual spending potential of an area’s daytime
population, it does not include other visitor and tourist spending.

ALL RETAIL: Based on listings provided by ESRI Business Analyst, InfoUSA and/
or ACNielsen, Social Compact calculates the total number of retail businesses for
the study area. Retail businesses are considered establishments organized to sell
merchandise in small quantities to the general public. Social Compact further
subdivides its retail analysis based on the following categories: apparel and
grocers. The sum of these categories is not necessarily the total of all retail
businesses.

APPAREL (RETAILERS): Retail business establishments organized to sell
merchandise in small quantities to the general public primarily engaged in
retailing a general line of men’s, women’s and children’s clothing and accessories
(hats, shoes, etc.).

ALL GROCERS: All food retailers that sell food for home consumption and
preparation (supermarkets, corner stores, convenience stores, etc.) based on
listings provided by ESRI Business Analyst, Info USA, and/or AC Nielsen. This
category does not include restaurants, carry-out establishments, etc.

FULL SERVICE GROCERS: Food retailers of 20 or more employees that sell food
for home consumption and preparation; based on listings provided by ESRI
Business Analyst, InfoUSA, and/or AC Nielsen. This category may include food
retailers with less than 20 employees if products from each and all of the
following categories are regularly available: fruits, vegetables, dairy, meat,
and breads. This category does not include restaurants, carry-out establishments,
etc.

RESTAURANTS: All business establishments primarily engaged in providing food
services to patrons.

Copyright © 2009 Social Compact Inc.
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ESTIMATED REVENUE: The annual sales revenues for retail businesses based on
listings provided by ESRI Business Analyst, InfoUSA and/or ACNielsen.

RESIDENT EXPENDITURES: Social Compact calculates residents’ retail
expenditures, based on household income, through an analysis of average
consumer spending on goods and services provided by the most recent Consumer
Expenditure Survey (CE). The CE is a national account conducted by the Bureau
of Labor Statistics (BLS) of the U.S. Department of Labor and administered by
the Census Bureau. The CE expenditure categories are then matched to
corresponding North American Industry Classification System (NAICS) codes for
existing retail businesses.

ESTIMATED LEAKAGE: An estimate derived through subtracting annual sales
revenue from residents’ annual aggregate expenditures. Leakage is presented
as a dollar amount that is meant to identify the gap between available retail
within the neighborhood and the retail spending of residents themselves. A
positive leakage number means residents’ expenditures exceed retail business
revenues in the study area, suggesting unmet demand. A negative leakage
number means retail business revenues exceed residents’ aggregate
expenditures. This may indicate the presence of a shopping district or other
retail destination or may be the result of significant visitor or tourist retail
spending. Thus, an estimate of zero or negative leakage does not necessarily
imply that neighborhoods are sufficiently retailed, rather that particular demand
is not revealed through broad aggregate numbers.

ADDITIONAL ESTIMATED SQUARE FEET: The total square feet of retail space
the estimated leakage could potentially support; based on the International
Council of Shopping Center’s (ICSC) national estimates of retail revenue per
square foot for grocery and apparel retailers and restaurants. This figure is not
available for all retailers.

BANKS & CREDIT UNIONS: Also referred to as “traditional financial service
institutions,” based on listings provided by the Federal Deposit Insurance
Corporation (FDIC), 2007.

PAWNSHOPS, CHECK CASHERS, PAYDAY LENDERS: Also referred to as
“nontraditional financial service institutions,” based on listings provided by ESRI
Business Analyst and/or InfoUSA.
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AVERAGE DISTANCE: Represents the average of the distance in miles from
each census block group center to the nearest establishment (irrespective of
neighborhood boundaries). This assessment includes establishments in the study
area and up to two miles beyond the study area boundary. In the case that an
establishment is located on or just beyond the neighborhood boundaries used in
the DrillDown analysis, this indicator serves as a more accurate determinant of
residents’ access to these services.

% of HOUSEHOLDS LACKING CREDIT HISTORIES: A percentage of households
lacking an associated record with any of the three major credit bureaus (Axciom,
Equifax, and Experian); this indicator serves as a proxy for underbanked
households.

GENERAL DRILLDOWN DATA SOURCES: Acxiom Corporation, 2008; Claritas,
2008; Bureau of Labor Statistics, Consumer Expenditure Survey 2005; Equifax
Corporation, 2008; Experian Corporation, 2008; ESRI Business Analyst; Federal
Deposit Insurance Corporation, 2007; First American Corelogic, 2008; InfoUSA,
2007; Internal Revenue Service (IRS), 1998, 2005; Home Mortgage Disclosure
Act (HMDA), 2003 to 2006; Social Compact Analysis, 2007, 2008; U.S. Census
Bureau, Census 2000; U.S. Department of Housing and Urban Development
(HUD); U.S. Department of Labor, 2004; municipal data.
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