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Introduction
Since May 2020, five Deep South states have allocated over $1.1 billion towards small business relief. These
state programs have the opportunity to serve as a lifeline for small businesses struggling to survive and
regroup from the economic consequences of COVID-19. Small businesses are a critical component to
vibrant communities and healthy economy, and thus ensuring they receive the help they need now will
shorten the road to recovery. This is particularly true for small businesses owned by people of color. Prior to
the pandemic, Black and Latino-owned businesses were growing quickly, supporting over 7 million jobs,
and generating over $600 billion in economic activity.1 In the Deep South, nearly one in four businesses
(24%) are minority-owned.2 Despite the critical contribution of these businesses, the federal Paycheck
Protection Program’s $600 billion aid for businesses largely bypassed minority-owned businesses and other
small businesses.3 State-level small business relief programs are well-positioned to fill the gaps left by PPP,
but without adequate attention, may risk repeating the same inequities.
Table 1: Status of Deep South Small Business Relief Programs Funded by CARES Act
State

Amount
Allocated

Program
Launch

Amount Deployed
as of Mid-August

Number of
Businesses Aided

Average Relief
Amount

Alabama

$120,000,000

July 16

$96,204,868

7,896

$12,184

Arkansas

$147,000,000

May 6

$128,658,245

11,391

$11,295

Mississippi

$300,000,000

June 2

$29,556,492

15,684*

$1,884

Louisiana

$275,000,000

July 28

$177,000

47

$3,766

Tennessee

$283,500,000

July 7

$110,000,000

14,172

$7,762

Total

$1,125,500,000

$364,596,605

49,190

$7,412

*$2,982,492 deployed to 2,326 through the Back to Business Grant Program, which launched on June 10 and 13,358
businesses received $26,574,000 through the direct payments program, which launched on June 2.

State Summaries
Each state is funding its program using a portion of its Coronavirus Relief Fund allocation provided through
the federal CARES Act. The Coronavirus Relief Fund is a uniquely discretionary funding stream to help tribal,
states, and local governments cover unexpected expenses related to COVID. States must spend the money
by December 31, 2020.4 Given the amount of states’ flexibility in using their funds to best meet their COVIDneeds, each of the five programs differ in their details in size, scope, and manner by which they distribute
the funds. As a result, each also has unique concerns about inequities in their deployment. The following
provides a brief summary of these programs as of mid-August 2020, with a particular focus on whether
historically underserved businesses benefit from these efforts.

Arkansas:
Through its Arkansas Ready for Business program, the Arkansas Department of Commerce deployed over
$128 million in grant awards to 11,391 business between May 6 to June 26, 2020.5 The window to apply
was just 48 hours. The grants could not be used for payroll, but rather were COVID-related expenses such
as personal protective equipment. Just over 25% of the grants went to minority-owned businesses and
33% went to women-owned business, exceeding the program’s requirement that 15% of the grants benefit
minority and women-owned businesses and exceeding the firms’ representation in the state as whole.6
Grant recipients in counties where the majority of residents are people of color represented approximately
5% of all Arkansas business, and received 5% of grant dollars. Similarly, businesses in counties that have
been in poverty for more than 30 years represented 10% of all Arkansas, businesses, and received just
over 9% of grant dollars. As such, Arkansas, to date, is the most the successful Deep South state in the
proportionate deployment of funds relative to business representation in the state as a whole. Given
COVID’s prolonged trajectory, however, more may be needed to ensure the resources deployed match
COVID-19’s disproportionate impact on communities of color.

Mississippi:
Mississippi funded two programs to support eligible businesses with 50 or fewer full time employees.7 One
was a $60 million allocation for the Mississippi Department of Revenue to deploy as direct payments of
$2,000 to an estimated 29,000 businesses, whose eligibility was pre-determined by the Department in
accordance with statutory requirements. As of August 14, over 13,000 businesses had received over $26
million through the direct payments program. The second was a $240 million allocation for the Mississippi
Development Authority to deploy as grants up to $25,000 for which eligible businesses could apply. The
grant program preserved $40 million for the first 60 days of the program for minority and women-owned
businesses. More than 20,000 businesses applied for a grant, seeking more than $100 million in relief, and
58% of applicants were minority and women-owned business. As of August 14, more than 60 days after
the program launch, only $2.9 million of the $240 million had been deployed to any businesses at all,
essentially negating the set-aside for minority- and women-owned businesses.

Tennessee:
Tennessee’s Small Business Relief Program, established by the Governor’s Stimulus Financial Accountability
Group,8 deployed over $110 million of an available $200 million to over 14,000 business between June
29, and August 11, 2020.9 The Tennessee program utilized a system of providing payments directly to
pre-determined eligible businesses via the state’s Department of Revenue, similar in concept to the one
administered by Mississippi’s Department of Revenue. There are two concerns related to Tennessee’s
program, both of which were raised by the NAACP Legal Defense Fund in a letter to the Governor and
the Tennessee Stimulus Financial Accountability Group established to oversee the state’s CARES Act
spending.10 As described below, data affirming these concerns is coming into focus:
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•

Racial disparities in the funding formula: The formula for determining payment sizes is based
on a business’s gross sales, such that the larger the gross sales, the higher the relief payment,
regardless of the magnitude of COVID’s impact on the business.11 This formula based on gross
sales inherently benefits white-owned businesses. In Tennessee, businesses with white owners have
an average business value (based on gross sales, revenues, receipts) of $525,493 compared with
an average value of $47,178 for Black-owned business.12 NAACP LDF estimated, based on the
program’s formula, more than half of the funding may go to businesses with more than $500,000
in annual gross sales. Less than 1% (1,200) of Tennessee’s Black-owned businesses fall in that
category, whereas 9% (77,000) of the state’s white-owned businesses do.13 As of August 11, 70%
businesses who have received a payment have less than $500,000 in annual gross sales. However,
when conveyed in terms of dollars amount, the disparities come become clear. Even if all of
these businesses received the maximum amount available to businesses with less than $500,000
in annual gross sales, it would still mean that 55% of the $110 million already deployed went to
businesses with annual gross sales over $500,000.14
Additionally, as of August 11, of 14,172 businesses that had received a payment through the
program, at least 1,572 (11%) voluntarily self-identified as minority-owned businesses.15 Finally, 50%
of the state’s minority-owned businesses are located in Shelby County, yet only $14 million (13%) of
the payments have flowed there.16

•

Opt-in requirement: The Tennessee program, unlike Mississippi’s direct payments program, requires
that businesses pre-determined by the Department of Revenue to be eligible for a payment must
receive and complete a “pre-award certification form.” This form functions as an “opt-in” barrier
preventing businesses from receiving their relief. As NAACP LDF raises in its letter, “Extensive research
in a variety of fields shows that “opt-in” mechanisms result in lower participation rates.”17 To date,
the data bears out this concern about this barrier. Some businesses are reporting that they did not
receive the form by mail or by email. The Department of Revenue, has identified 18,400 businesses
that they have determined to be eligible but have not received payment because the businesses
have not returned the form.18
On August 14, Tennessee announced an expansion of the program, adding an additional $83.5
million and expanding the scope of industries eligible to participate, but did not address either of
the concerns related to racial disparities or the opt-in approach.19

Alabama:
Through its Revive Alabama program, the Alabama Department of Revenue deployed over $92 million of its
$120 million grant program between July 16 and August 14.20 Alabama kept its application window open
for just one week (from July 16 to July 25), limiting opportunities for outreach. While Alabama has publicly
reported the names of businesses and grant award amount, it has not provided data on ownership
demographics or geographic location.

Louisiana:
Through its Louisiana Main Street Recovery Program, the Louisiana Department of Treasury launched
its program on July 28.21 In many ways, Louisiana’s program is most similarly structured in size, scope,
and requirements as Mississippi’s Back to Business grants program. Within two weeks of the program
launch, over 14,500 businesses had applied, with more than 70% from minority, women, or veteranowned businesses.22 Based on its review of the applications, the Louisiana Treasurer found the average
turnaround time to be 14 days. As of August 12, Louisiana had deployed $177,000 to 47 eligible businesses.
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About 7,000 applicants were deemed to be eligible but on hold until after the first 21 days of the program
in order to prioritize businesses that had not yet received any federal funding. Other applications were
incomplete or deemed ineligible.

An Alternative Approach
While each of the five programs differ in their details in size and scope, and differ in the manner by which
they distributed the funds, one common characteristic is that each is run by a state agency directly. At
least one state outside of the region took a different approach. Pennsylvania provided $225 million to the
17-member Pennsylvania Community Development Financial Institution (CDFI) coalition, to administer and
distribute the funds, CDFIs are already deeply embedded in communities hardest hit by the COVID crisis
and have existing expertise in serving small businesses.23 Of this $225 million, $100 million is dedicated
to historically underserved businesses. Launched on June 29, early results show success in such a model
reaching hardest hit, historically underserved businesses. As of August 11, nearly 50,000 applications were
received seeking more than $860 million in the first application window. About half of 4,933 businesses –
or 2,512 – that are received grants in this round are going to historically disadvantaged businesses. More
than 80% of the grant recipients are were low-income business owners or owned a business located in a
low or moderate income census tract.24

Conclusion
While much attention has been correctly given to the racial inequities and barriers to small business in the
historic Paycheck Protection Program, state-level relief programs merit equal attention. State programs have
the opportunity to address needs unmet by PPP, and to structure the programs in a way to leverage each
state’s needs and strengths of reaching businesses underserved by PPP and the mainstream financial
system generally. Unfortunately, to date, Deep South small business relief programs are also bypassing
these same businesses, leaving the fate of many small businesses, particularly businesses of color,
uncertain.
There are several ways programs can promote a more equitable recovery from COVID-19. Two ways are
to account for, rather than perpetuate, existing inequities in the front-end program design, and to include
targeted funds for historically underserved businesses. In addition, states should partner with entities,
such as community development financial institutions, community groups, and small business technical
assistance providers, to ensure businesses hardest hit by this crisis know of and can access the available
relief funds. Finally, state-level programs must report on the racial, gender, and geographic demographics
of applicants, awards, and amounts throughout the program implementation, not just at the program’s
conclusion. Doing so is critical to assessing what changes, if any, are needed during the process to ensure
relief funds are reaching businesses and communities in an equitable manner. The vital role of small
businesses in the economy of the Deep South, and the nation as whole, merits the significant resources
states are providing to aid them, as well as the transparency and accountability along the way.
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