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State and federal governments have a critical role to play in assisting small businesses — and the
people who own and work for them - with navigating the health and economic impacts of the
pandemic. In 2019, small businesses made up 99 percent of all Idaho businesses and employed
more than half of Idaho’s workforce.! Small business owners by definition have relatively
modest earnings, and have less access to capital and business networks compared with large
businesses. While Idaho households earn a median income of $53,000, the median income for
Idahoans self-employed at their incorporated businesses was $41,775 in 2017.2 Idahoans self-
employed at their own informal operations have a median income of $21,515.3

On April 16", the Small Business Administration and United States Treasury announced funding
for the most significant pandemic-related relief programs for small businesses — the Paycheck
Protection Program (PPP), Economic Injury Disaster Loans (EIDL), and Economic Injury
Disaster Loan Advances (EIDL Advance) - had dried up.* Numerous barriers have prevented aid
programs intended for small businesses to reach them; however, policymakers can make
improvements to turn the tide.

Major Federal Pandemic Relief Programs for Small Businesses
Total Funding | Idaho Take-Up
Nationwide
Paycheck Protection $349 billion 13,627 small businesses have
Program been approved for $1.9 billion.
Economic Injury Disaster | $7.2 billion® 72 small businesses have been
Loans (EIDL) approved for $14.9 million.
EIDL Advances $10 billion 3,558 EIDL Advances have
been processed for $15.4
million.
Small Business Debt Relief | No maximum Data not available
Program
Employee Retention Tax No maximum Data not available
Credit
Source: U.S. Small Business Administration

Paycheck Protection Program (PPP) Loans

The Paycheck Protection Program (PPP) was created by the CARES Act in response to the
pandemic. PPP loans cover up to eight weeks of payroll costs, including employee benefits.
Business owners can also use the funds to pay interest on mortgages, rent, and utilities.® In an
effort to incentivize employee retention, loans may qualify for full forgiveness if the borrower
keeps or rehires staff and maintains compensation levels through June 30, 2020. To obtain loan
forgiveness, not more than a quarter may be used for non-payroll costs.” Otherwise the maximum
interest rate is 1 percent.2 Though the program provides loans up to $10 million per applicant,



nationally, the average size of an approved loan was $206,000. Seventy-four percent of loans
across the nation were for $150,000 and under.®

Economic Injury Disaster Loans (EIDL)

A previously existing program — the Economic Injury Disaster Loan program —was expanded by
Congress as a response to the pandemic. It is the primary form of federal assistance for the repair
and rebuilding of non-farm, private sector businesses that face failure in qualified disaster
areas.!® EIDL loans were being offered to cover operating costs that businesses will be unable to
pay due to the impacts of the coronavirus such as payroll, accounts payable, and fixed debts.

Businesses can apply for up to $2 million with long-term repayment plans up to a maximum of
30 years with a 2.75 percent interest rate for nonprofits and a 3.75 percent interest rate for small
businesses with less than 500 employees and no other credit options.!! Qualifying pandemic-
related financial impacts dating from January 31, 2020 can be covered.!? The EIDL Advance
option allows small businesses to receive up to $10,000 immediately to help overcome the
temporary loss of revenue they experience as a result of the pandemic.

Small Business Debt Relief Program

The Small Business Debt Relief Program covers the principle, interest, and fee payments on
current, non-disaster Small Business Administration (SBA) loans for six months. The program
also covers all payments on new loans taken out through September 27, 2020.2 Eligible
payments due during this six month period will never have to be repaid.'* SBA has also given
lenders the option of deferring payments — with and without interest — for six months.

Employee Retention Tax Credit

This fully refundable federal tax credit will be made available to any employer, regardless of
business size, that is (1) not receiving PPP loans and (2) either fully or partially suspended due to
a government order related to coronavirus response or experiences a reduction of at least 50
percent in gross receipts from the same quarter in 2019. The tax credit is equal to 50 percent of
qualified wages that eligible employers pay their employees after March 12, 2020 and before
January 1, 2021.%°

Barriers to Relief for Idaho’s Small Businesses

The “first-come, first-served” approach of PPP and EIDL does not guarantee that the small
businesses needing relief the most were the ones able to access resources while they were
available. Though the program was intended to aid small businesses with less than 500
employees, wide eligibility criteria have allowed large businesses with greater access to capital
markets to take up PPP. For example, national chain restaurants with 500 or fewer employees
per location were approved for loans, including Ruth’s Chris Steakhouse and the Potbelly
sandwich shops.'® An unintended consequence of this design is that the smallest, least-connected
businesses may close permanently without aid, leaving their owners and employees stranded and
reducing the size of the overall economy.



Congress is in discussions to add more funding to PPP and EIDL. A letter released by United
States Treasury Secretary Steven T. Mnuchin and United States Small Business Administration
Administrator Jovita Carranza urged Congress to provide funding at a level that ensures every
eligible small business can participate and receive the resources they need.'’” A new deal being
negotiated by Congress may allocate an additional $321 billion for PPP, with $60 billion
earmarked specifically for small businesses without existing banking relationships.® Banking
industry representatives speaking this week to reporters have said the program needs closer to $1
trillion to meet demand.® Negotiations also include an additional $60 billion to the EIDL
program, $10 billion of which will be used for EIDL Advances.?

Beyond funding itself, many small businesses — particularly sole proprietors or self-employed
people - are either unaware that their business is eligible or hit roadblocks applying for relief.
These challenges are resulting in delays and inconsistent access to emergency funding. Some
small businesses hold SBA loans from which they can be relieved, but very small businesses can
hold loans pooled among different lenders that have not or cannot offer delayed payments.
Furthermore, SBA has not provided timelines for disbursement of funds.

The application deadlines currently set for the programs— which range from this summer to the
end of the year — may leave out businesses that experience distress beyond the pandemic itself
and continue to struggle during a potentially slow economic recovery.

Looking Ahead

The Idaho Departments of Commerce and Agriculture are collecting feedback from Idaho
businesses on how they are being impacted by the pandemic through April 22, 2020.%
Lawmakers could use this input to gauge the effectiveness of the federal relief packages and
identify gaps that can be addressed by Idaho’s lawmakers. In order to most appropriately and
adequately address the needs of Idaho’s unique businesses, it may be necessary for Idaho
lawmakers to explore state programs to help ensure their future.
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