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Small Business in the United States
Small businesses serve as the pulse of a local economy. In addition to its impact on health and
safety, COVID-19 introduced unprecedented economic instability, which has in turn changed and
challenged small business landscapes across the country. The pandemic has introduced a
myriad of new challenges for small businesses and exacerbated enduring problems already
experienced by entrepreneurs. We will briefly discuss the top challenges as indicated by small
business owners in the Small Business Index: revenues, inflation, supply chain disruptions,
staffing and hiring, and COVID-19 safety protocol and compliance.

According to a January 2022 survey of U.S. small business owners by Goldman Sachs, 71% of
those surveyed indicated that COVID-19 has negatively impacted revenues. Despite the billions of
dollars invested by the government to address this concern, the Fed’s 2022 small business survey
reports that revenues are still below pre-pandemic levels for 67% of small businesses. As inflation
climbs, small business revenues are further impacted. In 2021, the U.S. Bureau of Labor Statistics
reported a 10% jump in the Producer Price Index, which measures the prices of wholesale goods
and services. According to the U.S. Chamber’s Small Business Index - Q1 2021 Summary , 67% of
businesses were forced to raise prices in 2021.

Global supply chain pressures have disrupted flows of goods and are partially to blame for rising
inflation. New York Federal reserve models indicate that supply pressures are nearly 4.5 standard
deviations above normal, a level that hasn’t been seen since 1997. According to the Goldman
Sachs survey, 69% of businesses reported negative impacts to revenues due to supply chain
disruptions. Small business owners have found themselves at the whim of suppliers, who often
favor large business and their larger volume of orders.

According to data from the Goldman Sachs survey, 87% of small businesses were experiencing
difficulties finding and recruiting qualified new hires. Even more, the difficulty in hiring and
retaining qualified employees was the most significant problem facing their small business cited
by 50% of the respondents. Supply chain issues were a distant second with only 19% of
respondents, edging out inflation which was cited by 18% of respondents. Businesses, however,
are thinking creatively to attract staff. For example, businesses have found that health and safety
policies are an alternative incentive which can be used to attract employees.

Despite this, business owners have remained optimistic. In 2021, close to 5.4 million new
business applications were filed, 4.3 million more than 2020, according to data from the Census
Business Formation Statistics. This report will analyze the small business environment in the
NCWEDD region. When possible, we explore the impact of COVID. In cases where the data from
COVID years is lagging, we provide pre-COVID data as a baseline.

While COVID-19 has introduced challenges, some pandemic practices have potential to expand
business opportunities. In the final section of the report we will explore post-COVID business
opportunities through local and national small business resources.
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Small Business in the NCWDD Region

Regional Context
The North Central Washington Economic Development District (NCWEDD) region spans 3
counties in Washington State: Chelan, Douglas, and Okanogan Counties.The NCWEDD region has
a total population of 164,116, with 63.4% of residents identifying as white alone compared to
57.8% nationwide. Hispanic and Latino residents make up 27.4% of the population, significantly
more than the U.S. average of 18.4%.

Number of Firms

2019 Number of Firms Share of Total

Less than 5 employees 5437 60.0%

5 to 9 employees 1689 18.6%

10 to 19 employees 986 10.9%

20 to 49 employees 592 6.5%

Subtotal
Microbusinesses 8,704 96.1%

Source: Census County Business Patterns 2019

Out of 9,058 businesses in the region, the overwhelming majority, 96.1%, have less than 50
employees. Microbusinesses with less than 5 employees dominate this category, accounting for
60% of total businesses within the  NCWEDD region.

5



Business Entries/Exits

Business Births 2010 to 2019

Source: Census Business Dynamics Survey 2010-2020

The birth of new businesses is an indicator of business dynamism. The NCWEDD business birth
rate is similar but slightly higher than that of the U.S. Between 2010 and 2019, the new business
birth rate vacillated between 9 to 12 new births per 100 businesses. The region has averaged 377
business births annually, but it has declined from 433 new businesses in the region during 2015
to only 347 in 2019, a decrease of 20%.
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Business Deaths 2010 to 2019

Source: Census Business Dynamics Survey 2010-2020

Business deaths can deepen understanding of the impact of economic cycles on
entrepreneurship.The NCWEDD business death rate is also similar but slightly higher than that of
the U.S., averaging nearly 1 additional death per 100 businesses. Both the region and the U.S.
have reduced the rate of business deaths between 2010 and 2019.

Microbusinesses
In the context of this report, we define microbusinesses as those with less than 50 employees.
Microbusinesses account for 95.5% of establishments in the region. While microbusiness
employment is growing in the region, they make up less of a share of total employment over time
with most of the loss in the share of firms with less than 20 employees..
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Employment at Microbusinesses

Source: Census Quarterly Workforce Indicators, 2015-2020

In the decade before COVID-19, the number of people employed by microbusinesses remained
stable for businesses employing both 0-19 employees and 20-49. The number of workers
employed by businesses with less than 20 employees saw a slight decrease of 4.4% over the
decade, employing 31.7% of total regional workers in 2020.
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Microbusinesses Hires

Source: Census Quarterly Workforce Indicators, 2015-2020

Over the past decade, the trends in the number of new employees hired by microbusinesses in the
NCWEDD region tracks that of new hires across all business sizes. In 2020, businesses added
more than 17,300 new hires and microbusinesses added nearly 10,600 new hires, but both of
these are well off the pace of hiring in previous years.
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Microbusinesses by Industry

Source: Census County Business Patterns 2019

Most of the microbusinesses in the region relate to either Construction or Retail Trade industries.
These two categories account for approximately 1 in 3 businesses.
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Change in Microbusinesses by Industry 2012-2019

Source: Census County Business Patterns 2012-2019

In 2019, Information related microbusinesses grew at the fastest rate, a trend that is mirrored
generally across the U.S. The Construction sector saw 169 new businesses, the largest number in
the region. Five sectors saw microbusiness loss during 2019. Although there was only a loss of
10 Utility related businesses, that equates to a 77% industry loss. More than twice as many retail
microbusinesses were lost, but that accounted for only a 5% loss.
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Business Ownership Demographics

*In the NCWEDD region, people of color include people of the following racial backgrounds: Black
or African American, Native American, Asian, Pacific Islander, other races, and two or more races.
Source: Census Annual Business Survey, 2017

Entrepreneurs in the NCWEDD region are slightly less diverse than the U.S. as a whole. Around
88% of businesses are owned by people that identify as white or non-POC but these residents
account for only 63% of the regional population. Less than 12% of businesses are POC owned
despite POC residents making up 47% of the regional population. About 18% of businesses are
owned by women, compared to 21% in the U.S. Hispanic and Latino residents own only 4% of the
businesses compared to 6% for the U.S, even though they are more than 27% of the regional
population.
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Change in Employer Firms 2012 to 2017

Source: Census Annual Business Survey, 2017

Of the businesses that have employees, Hispanic-owned businesses are the only group to
experience net business loss between 2012 and 2017. At almost 9.8%, this loss diverges from the
U.S. trend (+12%) during the same time period. Employer businesses owned by all other types of
groups grew between 2012 and 2017. POC-owned businesses grew at the fastest rate,
significantly exceeding the U.S. trend.

Small Business Access to Capital
Since the start of the pandemic, the Small Business Administration (SBA) provided more than $1
trillion in COVID-19 relief loans, in addition to its traditional loans. The Paycheck Protection
Program (PPP), which was established by the CARES Act, made up the largest share of the SBA’s
COVID-related relief. The program delivered nearly 12 million loans worth $800 billion, most of
which will be forgiven. PPP loans were designed to directly incentivize small businesses to keep
their employees on the payroll.

The SBA also delivered a record number of its traditional loans during the pandemic. Furthermore,
the Economic Aid Act modified these programs to help mitigate the impact of the pandemic,
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including providing debt relief to borrowers of the loans. During fiscal year 2021, small businesses
received nearly 52,000 7(a) loans worth more than $36.5 billion, which was an increase of about
62% from the previous fiscal year’s lending amount. During fiscal year 2020 and 2021, the SBA
provided 94,000 7(a) loans worth $59 billion. The 504 loan program also increased its lending
from fiscal year 2020 to fiscal year 2021. The program delivered 9,600 504 loans worth more than
$8.2 billion in fiscal year 2021, which was a 41% increase from fiscal year 2020’s loan volume.
During both fiscal years, the 504 program provided more than 16,000 loans worth $14 billion.

These programs have been a vital component of the economic recovery effort, particularly for
POC-owned businesses. Between February and April 2020, the amount of active business owners
in the U.S. dropped by more than 3 million or 22%. This was the largest drop on record. Although
the losses were experienced throughout the country and by nearly all industries, POC business
owners sustained some of the steepest declines. Black-owned businesses decreased by 41%,
while 17% of white-owned businesses closed during that period. Women-owned businesses also
experienced a disproportionate hit, dropping 25%.

Although POC-owned businesses were hit especially hard, they also experienced disparities in
lending. The SBA acknowledged the equity issues and worked to address them. In fiscal year
2021, POC business owners received 30% of the 7(a) loans and 23% of the 504 loans. In addition
to prioritizing equitable access to their lending programs for POC business owners, the SBA also
worked to address barriers for the smallest of small businesses and businesses in rural
communities.

Small Business Administration 7a Loan 2020-2022
Gross

Approval
Jobs

Supported

CHELAN $32,761,300 240

OKANOGAN $5,075,900 48

TOTAL $37,837,200 288

Source: Small Business Administration

The 7(a) Loan is the SBA’s signature and most common loan program. It is recommended for
when small businesses want to purchase real estate. It can also be used for short/long term
working capital, refinancing existing business debt, and purchasing furniture, fixtures, and
supplies.In NCWEDD, the 7(a) program collectively loaned small businesses nearly $38 million
and supported 288 jobs since 2020.
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Small Business Administration 504 Loan 2020-2021

Gross
Approval

Jobs
Supported

CHELAN $5,902,000 22

DOUGLAS $1,715,000 3

OKANOGAN $1,378,000 2

TOTAL $8,995,000 27

Source: Small Business Administration

The SBA 504 loan program offers long term, fixed rate loans of up to $5 million. Loans are
intended for fixed assets that small businesses can use for growth and job creation. In NCWEDD,
the 504 loan program has granted businesses access to nearly $9 million in capital and
supported 27 jobs since 2020.

Paycheck Protection Program by County

Loans
Approved
Amount Jobs Reported

CHELAN 2,876 $250,161,255 33,891

DOUGLAS 804 $66,634,656 10,898

OKANOGAN 1,109 $69,157,175 10,835

TOTAL 4,789 $385,953,085 55,624

Source: Small Business Administration

Created in March 2020, PPP loans were initially allocated between April 3rd-16th 2020. A second
draw occurred in December 2020 for new applicants. The program officially ended May 31, 2021.

Eligibility requirements for businesses included: not exceeding 500 employees, meeting SBA’s
industry size standards, or having a net worth below $15 million and an average net income below
$5 million in the last two fiscal years.

The NCWEDD region received 4,700 loans, with more than half in Chelan County. Approved
amount and jobs reported followed a similar per-county allocation across the region. Across the
region, PPP loans supported over 55,000 existing jobs.
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Paycheck Protection Program by Industry

Source: Small Business Administration

Comparing industries using the overall approved loan amounts for the region, Agriculture,
Forestry, Fishing, and Hunting received the largest share of loans locally and reported the most
jobs supported at over 17,000. Other major employing industries including, Accommodation and
Food Service, Construction, and Health Care received more than 40% of the region’s PPP loans.
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Small Business Resources
COVID-19 fundamentally disrupted small business landscapes and required entrepreneurs to
problem solve with agility and decisiveness. As we move into a more stable phase of the
pandemic, it is the time for businesses to seek and seize the opportunities emerging in the
recovery.

Small businesses need several types of support to be successful: access to capital (seed or
venture capital), technical assistance providers (tax accountants, business planners), networking
and learning events, and physical spaces. It is important to examine the regional access to
opportunities and methods of increasing access to ensure a fecund environment for new and
existing small businesses. This section is an inventory of the existing resources for businesses in
the NCWEDD region and opportunities for the future.

Resources
Capital
There are many opportunities for capital in the NCWEDD region not only through banks and other
traditional lending partners, but also grants and venture funds. Some small businesses,
particularly those that are minority or women-owned, might find it difficult to access credit
conventionally. Capital access biases are most exaggerated for grants and venture funds. The
region must work to eliminate barriers from the application processes of these opportunities.
Entrepreneurship rates are lower in Hispanic, Latino, and Native American communities, so an
aspiration for the region is to provide multiple language options and application support,
particularly those from non-white backgrounds.
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Small Business B&O Tax Credit Businesses below a certain B&O tax liability are entitled to a credit

Working Washington Grants:
Round 5

Grants available for eligible businesses and nonprofit organizations in
the arts, heritage, and science sectors.

Small Business Flex Fund
Flexible working capital loans with low interest rates available for small
businesses.

Linked Deposit Loan Program

WA State subsidizes loans for women and minority-owned businesses
through the Linked Deposit Program. Businesses are provided
affordable capital with interest rates that decrease overtime.

Collateral Support Program
Helps small businesses secure funding in situations where collateral
might be difficult to provide.

The W Fund

Venture funds for high-technology businesses related to one of the
following fields: life sciences, biotech, medical device, alternative
energy and information technology fields

504 Loans

504 Loans are long-term and fixed rate financing loans that can be
used for fixed assets and facility improvements. They are available
exclusively through Certified Development Companies (CDCs), which
are SBA-regulated non-profit organizations focused on promoting
community economic development.

State Small Business Credit
Initiative (SSBCI)

There are several programs under SSBCI that promote access to
capital and equity.

Meat and Poultry Processing
Expansion Program (MPPEP) Provides grants to help eligible processors expand their capacity.

Native community development
financial institutions (CDFIs)

These nonprofit organizations offer loans, credit, resources, and
guidance to Native businesses. Native CDFIs can be better at
understanding the unique assets and needs of Native communities
and cultures, respecting their perspectives and honoring their histories.

Workforce
As mentioned in previous sections, recruiting a qualified workforce is a growing challenge that
negatively affects the bottom line of many businesses across the country. Without skilled
workers, innovation, economic prosperity, and the success of small businesses all fall by the
wayside. The overwhelming majority, 77.1%, of adults in the region ended their formal educational
journey after completing high school. There is an unmet need in the NCWEDD region to offer
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ongoing training and educational opportunities, both classroom opportunities and those of
experiential nature.

Washington’s Workforce Training and Education Coordinating Board does offer several
scholarships and other types of funding for training, however, there aren’t funds available
specifically for businesses interested in credentialing or “upskilling” current and new employees.
In other regions and states we see these types of resources are organized and funded by the
state department of labor/ economic development, state education agency, state higher
education office, or the community/ technical college system.

USDA Rural Business Development
Grants Technical assistance and training funds for small businesses

Business Services and Development
While there is diverse online business service support from Washington’s Department of
Commerce, there is a lack of regionally specific support and guidance. There is also a need for
technical assistance providers and support for changing technologies and Minority Business
Enterprise  Certifications, which increases opportunities to win contracts.

Small Business Guidance
Washington

Washington State Department of Commerce offers a variety of
several learning programs and online diagnostic tools for small
businesses of all phases.

Score Mentorship and education for veteran entrepreneurs

American Indian Procurement
Technical Assistance Center

PTAC provides contract identification and procurement assistance
to firms that are owned by American Indians, Alaskan Natives,
and Native Hawaiians. The center helps firms navigate contract
bid opportunities from Federal, State, Local, and Tribal
Governments, Large Prime Contractors and Corporations.
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Small Business Data Dictionary

Indicator: Establishments by Size
Source: Census County Business Profiles 2019

Indicator: Business Entries, Exits
Source: Business Births/Deaths

Indicator: Microbusiness by Employment and Hires
Source: US Census Bureau, Quarterly Workforce Indicators, 2010-2020.

Indicator: Microbusinesses by Industry
Source: Census County Business Profiles 2019

Business Demographics

Indicator: Owner Demographics
Source: Census Annual Business Survey 2017, 2012. Due to nondisclosure, business ownership
may not be available for all demographics in an area.

Indicator: Percent of Small Businesses Characterizing Their Financial Condition as “Fair” or “Poor,”
Nationally

Source: Federal Reserve Banks Small Business Survey; survey conducted Sep-Oct 2020

Indicator: Business Closures, Nationally, by Owner’s Sex

Source: US State of Small Business

Resources

Indicator: 7(a) Loans,  504  Loans
Source: Small Business Administration

Indicator: Paycheck Protection Program funding
Source: Fourth Economy estimates based on US Small Business Administration (SBA) data.
Funding through 2020.
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https://data.census.gov/cedsci/table?q=CBP2019.CB1900CBP&tid=CBP2019.CB1900CBP&hidePreview=true
https://data.census.gov/cedsci/table?q=BDS&g=310XX00US13820&tid=BDSTIMESERIES.BDSFAGE
https://lehd.ces.census.gov/data/
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https://data.census.gov/cedsci/table?text=AB1700CSA01
https://data.census.gov/cedsci/table?g=0100000US&tid=SBOCS2012.SB1200CSA01
http://www.fedsmallbusiness.org/medialibrary/FedSmallBusiness/files/2021/2021-sbcs-employer-firms-report
https://about.fb.com/wp-content/uploads/2021/02/US_SSMB_Full_Report.pdf
https://data.sba.gov/dataset/7-a-504-foia
https://data.sba.gov/dataset/ppp-foia

