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» GRIM FORECASTS – UNCERTAIN OUTCOMES
A survey published by Main Street America in mid-April 2020 reported that 3.5 million small businesses 
would close permanently in the following two months, and 7.5 million over the next five months, if business 
disruption due to COVID-19 continued unabated. While early predictions were alarming, various data show 
that thankfully, we never reached such grim numbers. However, a few Google searches will show that it’s 
extremely challenging to obtain accurate numbers, as the research conducted on the small business 
community is highly variable, based on a multitude of different factors, various survey sizes and types of 
business categories researched.

In mid-May 2020, it was reported that more than 100,000 small businesses had closed forever due to the 
pandemic. Nearly two months later, according to the Yelp Economic Average Report, almost 133,000 
businesses listed on the Yelp review site remained closed.

Researchers at Harvard believe that the reported data may be underestimated, citing the challenges of 
obtaining data from business owners who have shut their doors. Christopher Stanton, an associate professor 
at Harvard Business School, said it could take up to a year before government officials know the true toll the 
pandemic has taken on small businesses.

Most research reporting on the small business impact of COVID-19 has taken the form of surveys/polls, 
reflecting business owners’ confidence levels about the future. One such poll was conducted in late July 
2020 by the US Chamber of Commerce and Metlife, and even the report’s title paints a contradictory 
picture: “Small Businesses See Grounds for Cautious Optimism, But Many are Preparing for a Coronavirus 
Resurgence.” Following are highlights from this poll.

https://higherlogicdownload.s3.amazonaws.com/NMSC/390e0055-2395-4d3b-af60-81b53974430d/UploadedImages/Resource_Center/COVID_19/NMSC57_MSA_COVID19IMAPCTSURVEY_F.pdf
https://www.washingtonpost.com/business/2020/05/12/small-business-used-define-americas-economy-pandemic-could-end-that-forever/
https://www.marketwatch.com/story/41-of-businesses-listed-on-yelp-have-closed-for-good-during-the-pandemic-2020-06-25
https://www.nytimes.com/2020/07/13/business/small-businesses-coronavirus.html
https://www.uschamber.com/sites/default/files/metlife_uscc_sbi_coronavirus_impact_poll_july.pdf
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» SMALL BUSINESS CORONAVIRUS 
    IMPACT POLL HIGHLIGHTS

» SMALL BUSINESSES UNDERWHELMED BY 
    PPP FUNDING AND MEGABANKS’ SERVICE
While COVID-19’s quantitative impact to the small business community is somewhat hazy, it’s clear that the 
pandemic has had a devastating effect. While the CARES Act provided some small-business relief through 
the Paycheck Protection Program, not all small businesses received funding, and the roll-out of the program 
was plagued with technical hiccups and questions about whether the businesses that needed the money most 
were the ones getting the limited funds. In addition, delays within megabanks in processing and disbursing 
PPP loans forced many small business owners to anxiously seek alternative sources of funding when the initial 
$350 billion ran out in less than two weeks in April 2020.

Fully open for business
Concerned about having to close
again or stay closed if there is a second
wave of COVID-19

Partially open for business
Facing more competition from
smaller or local companies (compared
to six months ago)

Concerned about financial hardship due 
to prolonged closures

Plan to increase investments in the 
upcoming year

Concerned about permanently closing Plan to increase staff in the next year 
compared to last quarter

Concerned about lack of guidance on 
proper reopening procedures

Believe that it will take six months to
a year before the small business climate
returns to normal

PPP loan recipients that are concerned
about meeting the criteria for loan
forgiveness

52% 65%

34% 31%

70% 35%

58% 30%

56% 56%

64%

https://www.cnn.com/2020/04/27/politics/state-of-play-paycheck-protection-program-small-business-administration/index.html
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Many small business owners felt neglected and unserved 
by the megabanks they relied upon for years and turned 
to smaller lending institutions or specialty lenders with 
which they had no previous relationship. According to 
the Federal Deposit Insurance Corp., banks with less than 
$10 billion of assets account for just 14% of the industry 
total. However, nearly 52% of the PPP loans and 44% 
of the program’s dollars were approved by banks of that 
size and other small specialty lenders.

Some of those same megabanks that failed their small business account holders during the COVID-19 crisis 
ended up losing more than a single loan opportunity. The swiftness and personalized service offered by the 
smaller institutions opened the door for additional business beyond just the introductory PPP loan. Some 
small business owners transferred millions of deposit dollars into the smaller institutions that served them in 
their time of financial crisis.

The Paycheck Protection Program (PPP) stopped taking applications on August 8. As of that date, the Small 
Business Administration had disbursed $525 billion of the $659 billion appropriated by Congress to this 
program, with $134 billion, or 20 percent, of PPP funds remaining. Many small business owners were confused 
about the changing rules on PPP loan forgiveness, causing them to delay or pass on their loan applications 
altogether, leaving many small businesses struggling with few options for additional financial assistance. And 
of those business owners who did receive PPP funds, nearly half of those borrowers anticipate requiring 
additional financial support over the next year, according to a National Federation of Independent Business 
(NFIB) Research Center survey.

» WITH CRISIS COMES OPPORTUNITY
Small business owners have been plagued with problems since the onset of COVID-19. Many have 
permanently closed, many were denied PPP loans either through a faulty system or megabank neglect, and 
some who did receive PPP funding will soon need additional funds in the future.

As their community bank, these businesses are looking to you to provide relief to help them stay afloat, and the 
country’s primary federal financial regulators encourage community banks to do so. In March 2020, the five 
primary financial regulators [Federal Reserve, Consumer Financial Protection Bureau (CFPB), Federal Deposit 
Insurance Corporation (FDIC), Office of the Comptroller of the Currency (OCC) and National Credit Union 
Administration (NCUA)] issued a joint statement encouraging banks to offer responsible small-dollar loans to 
consumers and small businesses in response to COVID-19. Not even two months later, four of the five primary 
federal financial regulators issued principles to encourage banks to offer responsible small-dollar loans to 
customers for consumer and small business purposes.

More than Half of PPP Loans 
Approved by Smaller Lending Institutions

Banks < $10 Billion in Assets

Industry Total         14%
Percentage of Approved PPP Loans    52%
Percentage of Program’s Dollars         44%

%

https://www.wsj.com/articles/when-their-ppp-loans-didnt-come-through-these-businesses-broke-up-with-their-banks-11596205736?mod=searchresults&page=1&pos=5
https://www.wsj.com/articles/when-their-ppp-loans-didnt-come-through-these-businesses-broke-up-with-their-banks-11596205736?mod=searchresults&page=1&pos=5
https://www.americanactionforum.org/research/tracker-paycheck-protection-program-loans/#ixzz6Vmi6TC75
https://www.forbes.com/sites/advisor/2020/08/14/where-can-small-businesses-get-loans/#50eb1c162c81
https://www.fdic.gov/news/press-releases/2020/pr20039.html
https://www.fdic.gov/news/press-releases/2020/pr20061a.pdf
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But for many community financial institutions, the obstacles involved in launching small-business loan 
programs are daunting. Even prior to the pandemic, community financial institutions struggled to deliver 
small business loans quickly, conveniently and profitably, often finding themselves paralyzed in status quo 
methods of manual, inefficient loan processing. Processing just one loan manually can cost up to $5,000 
and as many as 100 hours¹. There’s little chance to achieve loan profitability using outdated manual methods 
and substantial human resources.

The good news is that community banks don’t have to “build it themselves.” If they lack the internal resources 
to profitably offer small business loans, fortunately there is the immediate option of partnering with a fintech.  
Vendors in this space can help banks streamline loan processing time, increase profits of even the smallest 
loan and vastly improve the loan experience for their business borrowers—conveniently and safely through 
the digital channel.

» THE BENEFITS TO PARTNERING WITH 
    A FINTECH PROVIDER
While there are countless benefits to a community bank in partnering with a fintech provider to offer a digital 
small business lending platform, the four main advantages are:

+ EFFICIENCY
A digital process significantly reduces the time 
and costs involved in originating a loan, allowing 
you to effectively compete with other financial 
institutions or non-traditional lenders taking 
business away from you. Even with a 79% small 
business lender satisfaction rate for small banks 
compared to a 49% satisfaction rate for online 
fintech lenders, fintechs originated nearly half 
(49%) of all unsecured loans in the U.S. in 2019, 
up from just 22% in 2015, which is growth of 123% 
in just 4 years. The convenience and efficiency of 
online lending means that consumers gravitate 
to lenders they like less than you because those 
fintechs make it easy.

+ GROWTH
Having a digital application means that you can 
take applications 24/7. Human loan officers 
obviously cannot work 24 hours/day, but your 
online application certainly can!

+ SERVICE
Fostering relationships with small business 
customers is one of the most important aspects 
of building a loan portfolio. But many community 
banks are so burdened with loan paperwork, 
that the relationship takes a back seat.  A digital 
loan platform will eliminate a large percentage 
of the paperwork, allowing you to focus on 
relationships, not paperwork.

+ RENEWALS/REVENUE
Renewals are a major part of your loan 
business, so you don’t want to be chasing down 
paperwork for renewals. It can all be tracked and 
managed digitally.

https://www.fedsmallbusiness.org/medialibrary/fedsmallbusiness/files/2019/sbcs-employer-firms-report.pdf
https://www.fedsmallbusiness.org/medialibrary/fedsmallbusiness/files/2019/sbcs-employer-firms-report.pdf
https://www.bankdirector.com/issues/retail/how-innovative-banks-scale-consumer-loans/
https://www.bankdirector.com/issues/retail/how-innovative-banks-scale-consumer-loans/


05VELOCITY
S O L U T I O N S®

» QUESTIONS TO ASK A FINTECH PROVIDER ABOUT 
    THEIR SMALL-BUSINESS LOAN PLATFORM:

Do you offer a white-labeled borrower 
website, branded with our bank’s colors, 
graphics, and messaging?

What is the time it takes for business 
borrowers to complete and submit a full loan 
application? (Aim for 20 minutes or less.)

Is the application process straightforward 
and intuitive for the borrower, maximizing 
application quality?

Do you have methods in place to ensure 
that the borrowers are selecting the 
right loan product?

Does the application pre-fill data from 
earlier parts of the application to avoid 
duplication in entry?

What types of fraud detection and 
prevention do you utilize?

 

Can your system automate the spreading 
process & instantly convert tax returns 
into financial analysis?

Can your program support complex 
entity ownership structures?

Is your program compliant with all 
federal regulations that impact small 
businesses and lending practices?

How does the program manage form 
submission/document collection?

Can your program incorporate my bank’s 
specific lending policies?

Can you assure me that this lending 
platform will not jeopardize my bank’s 
risk profile?
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In a time when small business owners are facing the greatest financial challenge of their careers, are you 
prepared to support them when the megabanks and government relief programs let them down? The impact 
of this pandemic will likely continue to cause shockwaves in the small business community for many years 
to come. As a community financial institution, you should take steps now to support your local restaurants, 
salons, fitness centers, theaters, pubs and all the other businesses that will need financial assistance in the 
future. To learn more, please contact Velocity Solutions.

https://myvelocity.com/contact/
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Akouba™ by Velocity Solutions is a secure, cloud-based digital lending platform for retail and commercial lending. The Akouba 
platform was built to reduce end-to-end time of loan origination, increase profits and give both borrowers and financial institutions  
a streamlined experience.

Founded in 1995 and servicing the transaction accounts of over 30 million consumers and business owners, Velocity Solutions is 
the leading provider of revenue-driving solutions for community banks and credit unions. Our Velocity Intelligent Platform™ powers 
Akouba and all of Velocity’s solutions, using machine-led intelligence that delivers powerful analytics and drives revenue, deposits 
and loans to our client financial institutions.

www.myvelocity.com
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