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Starting a Small Business
Concept

Plan

LocationCapital

Labor
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What Makes a Business?

Items That Last and are Expensive (debt-financed)Physical Needs
• Land
• Buildings
• Durable Goods

Items You Sell or Use to Make Money Operational Needs
• Inventory
• Rent
• Fuel

The Folks Who Get it DoneStaff
• Permanent Full Time
• Permanent Part Time
• Contract
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How Can Government Help (if it wants to)?

Items That Last and are Expensive (debt-financed)Physical Needs
• Site Preparation
• Long Term Financing

Items You Sell or Use to Make Money Operational Needs
• Subsidy

The Folks Who Get it DoneStaff
• Job Creation Programs
• Job Training Programs
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Obtaining Capital as a Small Business

Personal 
Investment

LoansInvestors
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The Business of Lending
Amount 
Needed

• What portion
of overall
investment is
this?

Collateral • What are you
willing to risk?

Underwriting
• Does this

make sense
for a lender as
a business?

Rate
• How

much to
charge?
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Smarting a 
Small Business:
Finances

Gap

Your Own 
Money

Investors

Bank Loan
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Type of Programs and 
Some Federal Funding Sources

Revolving Loan Funds

Brownfields Cleanup and Assessment

CDBG Development Activity & Section 108
Logos of US government agencies are used here for illustrative purposes only and do not imply 
any endorsement by the respective agencies. This content is excluded from our Creative 
Commons license. For more information, see https://ocw.mit.edu/help/faq-fair-use/.
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Revolving Loan Funds

• Lending to accomplish a
public policy purpose

• Providing gap financing to
applicants that meet that
purpose

• Market-driven planning tool
• Federal sources in addition to

the EDA include the Small
Business Administration, the
Department of Agriculture
and HUD

9



Running a 
Revolving Loan Fund

• Balancing act of running like a
business but also with a mission

• Need to act with transparency
• Separate politics from lending as

much as possible

Source: “Public Sector Business Loan Funds: Views and Recommendations 
from Practitioners” National Association of Development Organizations 
Research Foundation and the Development District Association of 
Appalachia. © National Association of Development Organizations. All rights 
reserved. This content is excluded from our Creative Commons license. For 
more information, see https://ocw.mit.edu/help/faq-fair-use/.
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Revolving Loan Funds: 
Typical Missions & Evaluation Criteria

Job Creation Investment per job

Business Development Investment per business

Place Based Impact on target place 
(vacancy rate, sales)
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ELIGIBLE RECIPIENTS
•Start-up or existing business, including restaurants, retail shops, service
businesses, manufacturers, home-based businesses, and many more
•For profit corporation, LLC, partnership or proprietorship
•Located in Worcester County, or parts of Franklin County or Middlesex County
•Tangible net worth may not exceed $6 million
•Less than $2 million average net profit after taxes during the previous two years

Create at least one new job for every $20,000
Requires cash investment by owners of 10% 

ELIGIBLE ACTIVITIES
•Purchase of new or used equipment
•Inventory
•Working capital
•Leasehold improvements
•Acquisition of land and buildings
•Refinancing of business debt
•Gap financing in partnership with a bank

logo © North Central Massachusetts Development Corporation. All rights 
reserved. This content is excluded from our Creative Commons license. 
For more information, see https://ocw.mit.edu/help/faq-fair-use/.
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BROWNFIELDS CLEANUP AND ASSESSMENT

• Brownfield (according to the U.S. EPA): “A brownfield is a property, 
the expansion, redevelopment, or reuse of which may be complicated 
by the presence or potential presence of a hazardous substance, 
pollutant, or contaminant. It is estimated that there are more than 
450,000 brownfields in the U.S. Cleaning up and reinvesting in these 
properties increases local tax bases, facilitates job growth, utilizes 
existing infrastructure, takes development pressures off of 
undeveloped, open land, and both improves and protects the 
environment.” 

• Note “potential presence”
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Brownfields Funding

• Assessment Grants
• Revolving Loan Fund Grants
• Cleanup Grants
• Area-wide Planning Grants
• Other grant programs

This image is in the public domain.
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Community Development Block Grant

• Can contribute to local businesses as “development activity”
• May pay for physical improvements on a case-by-case basis or fund

ongoing grant or loan programs
• Typical activities include:

• Loans for Businesses and Commercial Real Estate Development Projects
• Business Incubators
• Façade Improvement Programs
• Microenterprise Assistance Activities (<5 employees including owner)
• Economic Development Infrastructure Projects
• Job readiness, skills training, and job replacement programs
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Façade Improvement 
Programs

• Usually matching funds
• Need to meet program requirements
• Usually targeted areas
• Needs to sync with other city rules

(more on this next class)

© City of Bangor, ME. All rights reserved. This content is excluded 
from our Creative Commons license. For more information, see 
https://ocw.mit.edu/help/faq-fair-use/.16

https://ocw.mit.edu/help/faq-fair-use/


Section 108 Loan Guarantees

Business needs 
loan but doesn’t 
have collateral

City pledges 
some of its 

future CDBG 
funding as 
collateral

Business gets 
loan

If business stops making 
payments, City has agreed 
to use CDBG funds to pay

 Usually used for large projects
 Still generally has to be ultimately underwritten by city
May be paid off via other methods – such as future TIF revenue
 Should treat as a RLF investment
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Paycheck Protection Program

• $349 billion in first tranche/$310 billion in second
• 2.5 times payroll costs, up to $10 million
• Up to 500 employees, more under some situations
• Fully forgiven if the funds are used for payroll costs (75%), interest on

mortgages, rent, and utilities.
• Loan payments deferred for six months.
• No collateral or personal guarantees are required.
• Forgiveness is based on the employer maintaining or quickly rehiring

employees and maintaining salary levels. Forgiveness will be reduced if full-
time headcount declines, or if salaries and wages decrease.

• Maturity of 2 years and interest rate of 1%
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