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MEMORANDUM

TO: Members, Subcommittee on Economic Growth, Tax, and Capital Access
FROM: Sharice Davids, Chairwoman

DATE: June 15, 2021

RE: Subcommittee Hybrid Hearing: “Reversing the Decline in Women

Entrepreneurship: Opportunities for Rebuilding the Economy”

The Committee on Small Business Subcommittee on Economic Growth, Tax, and Capital Access
will meet for a hybrid hearing entitled “Reversing the Decline in Women Entrepreneurship:
Opportunities for Rebuilding the Economy.” This hearing is scheduled to begin at 10:00 A.M. on
Tuesday, June 15, 2021, in person in Room 2360 of the Rayburn House Office Building, and
virtually via the Zoom platform.

Women-owned small businesses have been severely impacted by the coronavirus pandemic with
many reporting a decline in sales and fear of permanent closure. Yet, as the nation begins to reopen,
women entrepreneurship has the ability to become an economic engine of growth. To ensure a
robust recovery, Congress will need to consider ways to support women entrepreneurs, workers,
and small business owners. This hearing will give Members an opportunity to hear about how the
pandemic has exacerbated perpetual challenges facing women entrepreneurs and how many
women responded with innovative solutions.

Panel
e Ms. Sherry Turner, Executive Director, Kansas City Women’s Business Center, Fairway,
KS.
e Ms. Tammy Williams, Founder and CEO, Envision2bWell, Inc., West Chester, PA.
e Ms. Ayris Scales, CEO, Walker’s Legacy Foundation, Washington, DC.
e Ms. Natalie Buford-Young, CEO, Springboard Enterprises, Vienna, VA.

Background
Women are at the center of the American economy, making up nearly half the workforce, and are

increasingly the primary or solo breadwinners in households with children.! Black and
Latina/Hispanic women are especially likely to be both breadwinners and caregivers for their
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(March 2021).



families.? Across the country, women control the vast majority of household spending decisions,
wielding tremendous influence, and 83% of all consumption and household buying power.?

Prior to the pandemic, women-owned businesses were growing. From 2014 to 2019, the number
of women-owned businesses increased 21%, and total employment by women-owned businesses
rose 8%.* Additionally, total revenue for women-owned businesses rose 21%.° Before the
pandemic, women-owned businesses representing an estimated 42% of all U.S. businesses,
employed 9.4 million workers, and generated $1.9 trillion in revenue,® even though approximately
90% of women-owned firms were sole proprietors.’

Pandemic Impacts on Small Businesses

For more than a year, our nation’s 30 million small businesses have suffered through a crisis of
epic proportion. The pandemic closed more businesses in 2020 than any other year on record and
left countless other small businesses teetering on the brink of closure. As of May 2021, more than
37% of small businesses have closed.®

Unfortunately, women-owned small businesses have been more heavily impacted by the
coronavirus pandemic than male-owned small businesses. Female small business owners are more
likely than male-owners to report a significant decline in the overall health of their business since
the start of the pandemic. Women-owned small businesses lag behind male-owned small
companies in three forward-looking measures: investment plans, revenue projections, and staffing
expectations. This indicates that women small business owners do not anticipate recovering
quickly from the economic impacts of the pandemic.

However, the rate of new entrepreneurs was substantially higher in 2020 than it has been in
previous years, reflecting that many people are transitioning into entrepreneurial activity during
the uncertainty of the pandemic.® There are a myriad of reasons people become entrepreneurs, but
the opportunity share of new entrepreneurs who created a business out of choice instead of
necessity has decreased to the lowest share in 25 years.® This reflects the massive job and
economic losses during the pandemic. As non-essential businesses closed, reduced staff, and
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spending patterns changed, many new entrepreneurial endeavors are being taken by people with
few other options.!!

Due to the turmoil and uncertainty caused by the pandemic, many women have had to become
entrepreneurs out of necessity. Unfortunately, women continue to face day-to-day barriers which
make it difficult to grow their businesses and bridge the equity gap.*?

Overcoming Barriers to Women Entrepreneurship
Eliminating barriers and fostering the success of women-owned businesses is an economic
imperative that can spur innovation, create jobs, build wealth, and grow the economy.

Access to Capital

Access to capital is an important tool for firms to help achieve business objectives and can be an
obstacle for many small businesses. However, lack of access to capital is a major barrier for
women, and especially women of color, diminishing their chances for growth. Bank loans are the
main source of capital for small businesses, including those owned by women. However, only
about 24% of small businesses loans go to women-owned businesses.®® Of those that did, the
average size loan for women-owned businesses was 33% less than for male-owned businesses.*
Venture capital can be another important source of capital, but only about two percent of venture
capital dollars go to companies with only female founders, and only 17% go to companies with at
least one female founder.'®

Access to capital and credit are important for any small business’s success. Giving women
entrepreneurs equal opportunities to access funding can deliver huge economic returns for
investors and communities. Investing in women-entrepreneurs and bringing a diverse group of
voices to the decision-making table is good for business and vital for our economy as we seek to
recovery from the pandemic.

Resources and Support

There is a strong relationship between technical assistance and a positive success rate for small
businesses. Inadequate resources for core support programs can hurt some women entrepreneurs
who need technical assistance and create more hardships for those that are already struggling with
gaining business funding. A lack of resources also means that programs cannot keep up with
entrepreneurial demands, especially in an economy with more people engaging in entrepreneurial
activity out of necessity.

Having resources and support, including mentorship, is especially important for women who have
less confidence in their entrepreneurial abilities and may believe they lack the skills needed to be
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successful.*® Investing in female entrepreneurs can help them to grow skill sets and develop the
tools necessary to unleash the ingenuity, creativity, and success that can lead to economic growth.’
With adequate support and resources, women-owned businesses can be poised to play a significant
role in the economic recovery.!®

Balancing Work and Life

Work-life balance is a goal of many entrepreneurs regardless of their gender, but mothers who
start businesses often have to simultaneously run their families and their companies. While some
entrepreneurs find that running their own business gives them the flexibility they require to manage
different aspects of their lives, others find balancing a business with family difficult.

The pandemic has exposed the ways in which the U.S. economy relies on childcare, and the
economic costs and burdens of a lack of childcare options. Even in the 21% century, women still
shoulder the bulk of caregiving responsibilities and were disproportionally impacted by the effects
of the pandemic.*® Millions of women have scaled back or were forced to reduce their hours to
care for children and other family members.?® Women in the workforce lost their jobs at rates 24
percent higher than men during the pandemic.?* This disruption has exposed the instability of our
nation’s care infrastructure and has placed an often-unsustainable burden on women, families, and
the economy overall.

The COVID-19 pandemic brought unprecedented changes to our country, and the current crisis
has laid bare deep gaps in our economic and social infrastructure that have disproportionally
impacted women. For women small business owners to succeed, they must be equipped with the
right tools to do so, including access to benefits that support a work-life balance such as affordable
childcare and support during times of sickness, family planning, and retirement.

Small Business Administration Entrepreneurship Resources for Women

The Small Business Administration (SBA) has programs aimed at addressing the challenges facing
women entrepreneurs. This includes increasing access to capital programs, providing support for
small business management, and technical assistance training programs to assist business
formation and expansion.

Access to Capital Programs

SBA operates loan programs that can be used by entrepreneurs seeking to start new businesses.
These include the agency’s 7(a) loan program, which provides traditional, variable rate loans that
can be used for any purposes. The 504 program which is typically used for real estate and fixed
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asset purchases. Finally, the SBA operates a Microloan program, which provides small dollar
loans to entrepreneurs, often combined with technical assistance.

In addition to these loan programs, SBA has programs that are designed to enhance small business
access to capital. The Small Business Investment Company (SBIC) program was created to
stimulate and supplement the flow of private equity capital and long term loans to small business
concerns, thereby bridging the gap between traditional debt-based financing sources and
entrepreneurs’ needs for long-term equitable financing.

SBA Entrepreneurial Development Programs

The SBA offers a range of programs through its website, district offices, and its Resource Partners.
SBA’s core entrepreneurial development initiatives include the Small Business Development
Center (SBDC), the Women’s Business Center (WBC), and the SCORE programs. The programs
provide training opportunities and counseling services to help business owners become educated
about how to run a business and strategies for growing their business.

Women’s Business Centers provide long-term training, individual and group counseling, and
access to the SBA’s program and services. Each center provides assistance and/or training in
finance, management, marketing, procurement, and addresses specialized topics. All centers
provide individual business counseling and access to the SBA’s programs and services. Some
centers are also intermediaries for the SBA’s Microloan and loan prequalification programs.

Women-Owned Small Business (WOSB) Federal Contracting Program

As the largest purchaser of goods and services in the world, one way the federal government stays
competitive is by utilizing the services and products of small businesses that participate in federal
contracts.?? The WOSB program is intended to level the playing field by restricting competition
for federal contracts to qualified women-owned small businesses in industries where women are
substantially underrepresented.

National Women's Business Council

The National Women’s Business Council is a nonpartisan federal advisory council. It serves as an
independent advisor to the President, Congress and the SBA on economic issues that are important
to women business owners. The members of the Council include women business owners and
leaders of women’s business organizations. The Council is committed to doing research on issues
important to women business owners, communicating their findings, and providing a platform for
change to expand and improve opportunities for women business owners.

Conclusion

Supporting women entrepreneurship and fostering programs and a society that supports their
successes can bring immense economy opportunity. To fully realize the economic potential of
women-owned businesses will require changes in business culture, practices, attitudes, and
policies. Supporting women-entrepreneurs also requires understanding that women-owned
businesses are not monolithic, and that other factors such as race, ethnicity, entrepreneurial
motivation, age, and geographic location make meeting their needs more complex. As we recover
and rebuild from the COVID-19 pandemic, the country has a real opportunity to embrace policies
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that can support women entrepreneurs to create a more balanced, diverse, and resilient business
culture and society.



