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The USHCC actively promotes the economic growth, development and interests of more than 4.8 million Hispanic-owned businesses that aggregately contribute over $800 billion to the American economy every year. We also serve as a platform for our nationwide network of over 250 local Hispanic chambers of commerce. Given the growing diversity in communities across the nation, the face of business ownership in America is changing, with minority-owned firms driving growth in new business formation. In fact, Latinos open businesses at three times the rate of the national average and Latinas open businesses at six times the rate.  

Minority Business Enterprises (MBEs) have been succeeding in spite of the many historical barriers minority entrepreneurs face as they work to start and grow a business. MBEs are two to three times more likely to be denied business loans, have one third of the annual gross revenues when compared to non-minority owned companies, and are half as likely to have at least one employee on payroll. When we fail to invest in minority-owned firms, our economy suffers.

Problems and solutions

Problem: Current minimum loan amount limits ability to reach most of Main Street
Solution: Lower minimum borrowing limit to $50,000 
Context: The majority of our 4.8 million business owners will not be covered by this program. In our estimation a $250,000 loan assuming a 2X EBITDA (Earnings before interest, taxes, depreciation and amortization) and a 10% profitability implies a $1.2 million in revenue.  Only 1.7% of our business have revenues above $1 million.  However, we see the validity of saving and supporting these businesses, which are significant as job creators to reestablish the American economy through this proposed lending structure. 

Problem: Limiting support to debt limits potential and speed of recovery
Solution: Expand structure to inclusion equity 
Context: the current levels of uncertainty and the inability of many otherwise viable business owners to incur an additional debt requires the creation of equity solutions. These types of solutions have been used in the past, such as in the Public Private Investment Partnership. This will allow firms to create more flexible and closer to optimal capital structures, allowing them to go back to productivity and job creation, and will in fact allow businesses to utilize more debt. 

Problem: Allowing only banks to participate will limit reach and speed of recovery
Solution: Allow other types of lenders to participate
Context:  Inclusion of a wider variety of lenders including debt and equity asset managers, CDFIs and diverse lenders who know our community will vastly help the Federal Reserve achieve its goals. These lenders are critical to ensure that the funds from these financial facilities make it into the hands of businesses on actual “Main Street”, minority communities, and the most vulnerable businesses affected by the COVID-19 pandemic. Many of our businesses are small and need community lenders including CDFI’s to support them with capital, with size of checks up to $500,000. But beyond those needs there is a next tier of solid businesses, across many industries, that need larger size of checks, both debt and equity, provided by value add capital providers, many of which are minority owned, who need to be visible and valuable to the Federal Reserve and Treasury and added as fiduciaries, service providers and advisors, in the next relief package.  
 
Problem: Address historical problem of diversity and inclusion regarding financial recovery solutions. 
Solution: Demonstrate commitment to inclusion by including opportunities for skilled minority managers to add value and help salvage productivity and job creation. This need has been largely compounded by the fact that many of our business owners are not closely working with a bank, which is why the Paycheck Protection Program (PPP) had significant challenges and low minority participation rates. If the Main Street Lending Program is distributed only through banks, this will continue to largely occur. The program excludes other valuable financial entities, such as debt and equity asset managers, especially those that are diverse owned and have experience and knowledge in markets and with managing recession programs through proven track records based on previous recessions.  If debt and equity asset managers are included in these facilities it will allow the Federal Reserve to have diversity and flexibility in the capital that will be deployed and that capital will have replication abilities through debt and equity expanding the overall amounts for loans being made and secured by borrowers.  

