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The economic hardship caused by the COVID-19 pandemic and recession has been particularly
acute for small businesses, especially those in the accommodation, food service, and
entertainment sectors.! As of April 2021, New York City employment for these sectors was 43
percent below its February 2020 level, compared with 9 percent below February 2020 for the
rest of the City’s private sector.2 To support the recovery of small businesses including
specifically these sectors, both federal and New York State governments have allocated
significant resources to provide loans and grants to the hardest hit businesses.

The New York City Fiscal Year 2022 Executive Budget proposed several new programs to
support small businesses, many of which also are eligible for federal and State programs.
Supporting these hard-hit enterprises in the effort to accelerate economic recovery from the
pandemic is important. To maximize impact, City programs should focus on filling gaps left by the
federal and State programs, assisting eligible businesses to access programs as needed, and
providing additional support for already eligible businesses where the federal and State programs
do not provide a reasonable amount of needed support. Creating duplicative programs risks
diverting resources away from other uses that would more efficiently support New York City’s

economic recovery and help improve the City’s long-term fiscal stability.

It is critically important for the City to identify potential gaps first by determining which
businesses are eligible for which existing programs and whether those programs reasonably meet
their needs. By identifying and targeting gaps, the City will better leverage existing funding and
maximize the benefits flowing to businesses. The following describes the enacted federal and
State programs and identifies the types of business that are eligible for each of those. As the City
both finalizes programs in budget adoption and determines the details of eligibility during
implementation, it should avoid these potential redundancies to maximize the value of its efforts.



Federal Policies to Support Small Businesses

Since March 2020, the US Congress has passed several relief bills to stabilize the economy amid
the COVID-19 pandemic, most recently the American Rescue Plan Act (ARP). These bills have
funded five programs, described below, totaling more than $1 trillion in loans and more than
$100 billion in grants designed to support businesses damaged by the economic crisis, separately

targeting businesses by size and sector. (See Table 1.)

Paycheck Protection Program

The largest of these programs is the Paycheck Protection Program (PPP). PPP was established by
the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) that was signed into law in
March 2020. The CARES Act’s initial appropriation of $349 billion was supplemented by $320
billion in April 2020. While PPP’s 2020 loan program closed for new applications on August 8,
2020, the Consolidated Appropriation Act, 2021 (CAA) that was signed into law December 2020
appropriated $284 billion, including reappropriated unused funds, for an additional round of
loans.® The CAA also allowed businesses that already had received loans to apply for a second
loan. Finally, the ARP added $7 billion in funding, bringing the total appropriation for PPP to
$813 billion.* As of May 10, 2021, the program nationally had made 10.9 million loans worth
$782 billion, with New York City businesses receiving 350,500 loans totaling $30 billion.>

PPP loans, which generally are available for businesses with 500 or fewer employees, carry terms
of 2 to 5 years and offer an interest rate of 1 percent with the possibility of loan forgiveness if
businesses maintain employment and payroll at constant levels over the course of the loan. PPP
restricts proceeds to payroll (which must account for 60 percent of funds to be eligible for loans
forgiveness), rent, and utilities. Loan amounts are based on businesses’ average monthly payrolls,
with most recipients qualifying for loans equal to two-and-a-half months of payroll. Loans are
capped at $100,000 per employee and $10 million for each business.

Economic Injury Disaster Loan

The Economic Injury Disaster Loan (EIDL) program provides small businesses with loans that are
more conventional than PPP.¢ EIDL loans carry a higher interest rate (3.75 percent), longer terms

(30 years), and are available for a broad range of operating expenses. Administered by the Small



Business Administration (SBA), EIDL is available to the same set of businesses as PPP and

businesses can receive both loans provided the funds support different uses.

EIDL is authorized to issue up to $367 billion in loans. The program initially provided a forgivable
sum of up to $10,000, although the $20 billion appropriated for that feature has been exhausted.
As of May 2021, businesses could borrow up to $500,000, though the SBA has changed this
amount over the course of the program. SBA has made 3.8 million EIDL loans totaling $207

billion as of May 6, 2021.7

State Small Business Credit Initiative

The ARP appropriated $10 billion for the State Small Business Credit Initiative (SSBCI). The
initiative provides grants to states to provide support services to small businesses, including
facilitating access to credit and providing legal, financial advising and other technical assistance.
SSBCl’s initial allocation to New York State was $377 million, although the State’s total allocation
is expected to rise to $600 million.8 Of the State’s initial allocation, $49 million was set aside for
businesses owned by “socially and economically disadvantaged individuals” and $28 million was

reserved for small businesses employing ten or fewer workers.?

Restaurant Revitalization Fund

The ARP also created the $28.6 billion SBA-administered Restaurant Revitalization Fund (RRF)
program to support restaurants and bars that lost revenue in 2020. In general, businesses are
eligible for grants equal to their pandemic-related revenue loss, up to $5 million per
establishment and $10 million for businesses with multiple locations. Recipient businesses also
are allowed to draw PPP loans, but PPP funds lower the amount of losses used to calculate RRG
funding. The RRF directs SBA to prioritize small businesses and businesses owned by members
of marginalized groups, though it does not set specific allocations for these groups. The program
opened for applications on May 3, 2021. As of June 16, 2021, the SBA has awarded more than
100,000 restaurants loans totaling $27.4 billion; legal action is impacting the distribution of the
remaining funds.19 Several lawsuits have been filed arguing that prioritizing minority- and
women-owned businesses is discriminatory under the US Constitution; recent rulings in
response to the lawsuits has halted the distribution of $1.2 billion to 2,965 priority businesses

that had been approved, while all applications are reviewed.1



Shuttered Venue Operator Grant

The Shuttered Venue Operator Grant (SVOG), administered by SBA, was created by the CAA
and supplemented by the ARP to support arts establishments, theaters, and museums that
experienced revenue loss in 2020. Eligible businesses may receive grants of 45 percent of gross
revenue, up to $10 million. SVOG allows participation by businesses that received prior PPP
loans, the proceeds of which lower SVOG amounts. The program, which totals $16 billion, began
accepting applications April 2021. As of June 14, 2021, the program has made just 411 awards,
but has received 14,214 applications.1?

New York State Small Business Programs

New York State enacted its Fiscal Year 2022 budget about one month after the ARP provided
the State with substantial fiscal relief. Among the State’s small business priorities were three
programs allocating $935 million to support small businesses, hard-hit restaurants, and

performing arts organizations.13

Small Business Recovery Grant Program

The State’s largest business recovery program is the Small Business Recovery Grant Program
(SBRG), which establishes an $800 million grant fund. The fund, which is administered by the
New York Empire State Development Corporation (ESD), targets micro and small businesses
employing one hundred or fewer workers and independent arts organizations, with the amounts
allocated to each group at the discretion of ESD. Individual grant levels are based on business
receipts: business under $50,000 in revenue may receive $5,000; those under $100,000 may
receive $100,000 and those from $100,000 to $500,000 may receive grants up to 10 percent of
revenue to a maximum of $50,000. The program stipulates that recipients must have lost
revenue as a result of the COVID-19 pandemic, but not received federal support in excess of
specific limits from other COVID-19 relief programs.1 Because the RRG and SVOG programs
may support the same businesses as SBRG, eligible businesses may have difficulty deciding
between federal and State support. Because many federal programs opened for applications
before ESD released guidance on SBRG, the scope of eligible businesses is unclear, potentially
setting the stage for underutilization of the program.



Restaurant Return-to-Work Tax Credit Program

This program is designed to support restaurants and food service establishments affected by
COVID lockdowns. Restaurants with fewer than 100 employees that experienced revenue loss in
2020 and are located in New York City or in orange or red zone lockdowns elsewhere in the
state are eligible for Restaurant Return-to-Work Tax Credit (RTC) Program tax credits of $5,000
for each net new full-time equivalent worker they hire in 2021.1% Tax credits are capped at

$50,000 for a restaurant and $35 million for the program overall.

New York City Musical and Theatrical Production Tax Credit (TPTC)

New York State also enacted a tax credit program, not to exceed $100 million, to support the
reopening of theatrical production companies in New York City. Operators of musical and
theatrical productions are eligible for tax credits equal to one-quarter of production expenses.
Productions can claim credits of up to $3 million during the program’s first year and $500,000 in
the second year. The program is available only for productions at qualified New York City
production facilities with 500 or more seats, which will include Broadway’s 41 theaters.16
Because the program has not started accepting applications, the timing of potential grant periods
is not yet clear.



Table 1: Federal and State Small Business Support Programs

Program

Eligibility

Total Funding

Potential benefit

Employment
Requirements

FEDERAL PROGRAMS

Paycheck Protection
Program (PPP)

Economic Injury
Disaster Loan (EIDL)

State Small Business
Credit Initiative (SSBCI)

Restaurant Revitalization
Fund (RRF)

Shuttered Venue
Operators Grant (SVOG)

Small business (fewer than
500 workers, except non-
profits, accommodation, and
food service), or higher per
SBA definition

Small business (fewer than
500 workers)

Small businesses (fewer than
500 workers, per SBA defini-
tion); set asides for very small
business (fewer 10); and
businesses owned by mem-
bers of disadvantaged groups

Restaurants; prioritization
for small businesses and
those owned by members of
disadvantaged groups

Performance venues, muse-
ums, theaters; prioritization
for small businesses

$813 billion nationally

$367 billion loan authority;
$20 billion grants (exhaust-
ed); $35 billion targeted
grants

$10 billion nationally; $600
million for New York State

$29 billion nationally

$16 billion nationally

Forgivable low interest loan
based on monthly payroll;
maximum $100,000 per
worker, $10 million total

Loans up to $500,000;
grants up to $10,000 for
certain businesses in low-in-
come areas

Access to credit and techni-
cal assistance; programs to
be run by states

Grants of up to $10 million
($5 million per location)
equal to revenue loss

Grants of up to $10 million
($5 million per location)
equal to 45% of revenue

Maintain employment and
payroll for loan forgiveness

None

None

None

None

STATE PROGRAMS

Small Business Recovery
Grant Program (SBRG)

Restaurant
Return-To-Work Tax
Credit Program (RTC)

New York City Musical and
Theatrical Production Tax
Credit (TPTC)

Small businesses (fewer than
100 employees) not benefit-
ing from Federal grants;
priorities for businesses with
fewer than 10 employees
and arts organizations

Restaurants

Music and theatrical perfor-
mance operators

$800 million for New York
State

$35 million, largely for New
York City

$100 million, New York City

Grants and technical assis-
tance; graduated benefit
level based on business
receipts, maximum of
$50,000

$5,000 per full time worker
added; maximum of $50,000
per business

25% of production costs up
to $3 million per production

None

Additional employment
based on Q1 2021 baseline

None

Sources: US Small Business Administration, "Paycheck Protection Program" (accessed June 17, 2021), www.sbha.gov/funding-programs/loans/-
covid-19-relief-options/paycheck-protection-program, "COVID-19 EIDL" (accessed June 17, 2021), www.sba.gov/funding-programs/loans/-
covid-19-relief-options/eidl/covid-19-eid|, "Shuttered Venue Operators Grant" (accessed June 17, 2021), www.sba.gov/funding-programs/loans/-
covid-19-relief-options/shuttered-venue-operators-grant, and "Restaurant Revitalization Fund" {access June 17, 2021), www.sha.gov/funding-pro-
grams/loans/covid-19-relief-options/restaurant-revitalization-fund; US Department of Treasury, “State Small Business Credit Initiative (SSBCI)"
(accessed June 17, 2021), https://home.treasury.gov/policy-issues/small-business-programs/state-small-business-credit-initiative-ssbci; Laws of
New York State, Chapter 59 of the Laws of 2021; Empire State Development Corporation, “Pandemic Small Business Recovery Grant Program”
(accessed May 2021), “Restaurant Return-To-Work Tax Credit” (accessed June 17, 2021), https://esd.ny.gov/restaurant-return-work-tax-credit,
and "New York City Musical and Theatrical Production Tax Credit" (accessed June 17, 2021), https://esd.ny.gov/new-york-city-musical-and-theat-
rical-production-tax-credit; City of New York, Office of the Mayor, “Recovery for All of US: City Announces Small Business Economic Support Pro-
grams” (April 23, 2021), City of New York, Mayor's Office of Management and Budget, Fiscal Year 2022 Fxecutive Budget: Financial Plan Summary
(April 26, 2021), and Thomas Wade, “Tracker: Paycheck Protection Program Loans,” American Action Forum (May 12 2021).
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Proposed New York City Programs

The New York City Fiscal Year 2022 Executive Budget included three proposed small business
support programs totaling $140 million. These may risk being redundant of the federal and State
programs. Like New York State’s SBRG, these programs are intended to reach businesses not
receiving other support. However, while new State and local programs seek to reach businesses
not covered, or inadequately supported by federal aid, potential gaps in these programs’

eligibility or adequacy are not yet clear.l”

Small Business Rental Assistance

The Small Business Rental Assistance (SBRA) program would provide up to $100 million in grants to

support businesses to hire staff or cover expenses like rent. The program allocates $50 million to the
arts and entertainment, accommodation, and food services sectors, and $50 million to businesses of

any sector located in low-income neighborhoods.

By targeting hard-hit sectors, this program may fund businesses already eligible for the federal RRG
and SVOG programs, and the State’s tax credits to support restaurants and theatrical productions.
Both the sector-targeted and the neighborhood-targeted grants also potentially support businesses
eligible for PPP and the State’s SBRG program for businesses that have not drawn substantial PPP
loans.

Small Business Loans (SBL)

The City plans to create a $100 million loan fund, comprised of $30 million of City funds and $70
million in private investment, to support small business employment retention. The program would
fund businesses in low-income neighborhoods rather than in a particular industry. The City aims to
support 2,000 small businesses with low-interest loans of up to $100,000 each.

Most, if not all, businesses eligible for this program also are likely to be eligible for federal PPP and
EIDL loans and State SBRG grants. The loan-eligible small businesses also may be eligible for the
geographically-targeted portion of the City’s proposed rental assistance program, though it is not
clear if they would be able to apply for both.



Commercial Lease Legal Assistance (CLLA)

Finally, the City would allocate $10 million across two years to provide legal services related to
entering into, modifying, or terminating commercial leases. The program would target businesses
based in the neighborhoods hit hardest by the pandemic. While this proposal may overlap the least
with existing federal or State programs, the federal SSBCI program will provide small businesses with

several types of business support services, including legal, accounting, and financial advisory services.

Table 2: Potential Cross-Eligibility between Federal, State, and City Programs
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Notes: See Table 1 for program abbreviations and details. Small refers to businesses with 100 or fewer employees; medium refers to 500 or
fewer. Low-income refers to businesses based in low-income neighborhoods of any size; criteria targeting these businesses differ between pro-
grams.

Sources: US Small Business Administration, "Paycheck Protection Program” (accessed June 17, 2021), www.sba.gov/funding-programs/loans/-
covid-19-relief-options/paycheck-protection-program, "COVID-19 EIDL" (accessed June 17, 2021), www.sbha.gov/funding-programs/loans/ -
covid-19-relief-options/eidl/covid-19-eidl, "Shuttered Venue Operators Grant" (accessed June 17, 2021), www.sha.gov/funding-programs/loans/-
covid-19-relief-options/shuttered-venue-operators-grant, and "Restaurant Revitalization Fund" (access June 17, 2021), www.sha.gov/funding-pro-
grams/loans/covid-19-relief-options/restaurant-revitalization-fund; US Department of Treasury, “State Small Business Credit Initiative (SSBCI)"
(accessed June 17, 2021), https://home.treasury.gov/policy-issues/small-business-programs/state-small-business-credit-initiative-sshei; Laws of
New York State, Chapter 59 of the Laws of 2021; Empire State Development Corperation, “Pandemic Small Business Recovery Grant Program” (ac-
cessed May 2021), “Restaurant Return-To-Work Tax Credit” (accessed June 17, 2021), https://esd.ny.gov/restaurant-return-work-tax-credit, and
"New York City Musical and Theatrical Production Tax Credit" (accessed June 17, 2021), https://esd.ny.gov/new-york-city-musical-and-theatri-
cal-production-tax-credit; City of New York, Office of the Mayor, “Recovery for All of US: City Announces Small Business Economic Support Pro-
grams” (April 23, 2021), and City of New York, Mayor's Office of Management and Budget, Fiscal Year 2022 Executive Budget: Financial Pian Sum-
mary (April 26, 2021).



Conclusion

The pandemic’s devastating economic consequences create a clear rationale to support small
businesses, including those in hard-hit performing arts, entertainment, and food services sectors.
Programs proposed in the Mayor’s Fiscal Year 2022 Executive Budget could support many of
these. However, these programs risk being redundant of State and federal programs in some
cases, which may reduce the impact of the City's federal recovery funding. Existing federal and
State programs already cover most of the enterprises that would be eligible for new City
programs. Except where additional City funds are required to meet well-justified needs,
duplicating federal and State programs diverts resources from efforts that could more effectively

support economic recovery and fiscal stability.

Further, the existence of similar programs at three levels of government may well create
confusing, cumbersome processes for businesses, which may have difficulty determining each
program’s potential benefits and for which they should apply. Finally, the City already is
supporting small businesses in accessing federal support and should consider whether increasing
these efforts may be an efficient use of resources, and whether to expand this to State programs

when they begin accepting applications.

As the City adopts its fiscal year 2022 budget and then finalizes program eligibility, it should
clearly identify gaps left by the multiple federal and State programs, where federal and State
programs do not provide sufficient needed support, and where City technical assistance to
leverage those programs would be most valuable. Using these as a guide will help ensure the
City’s resources provide the most value in supporting economic recovery.

By Andrew Perry
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