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Paycheck Protection Program 

In addition to direct support for households and families through UI and cash payments, Congress 
also authorized a new program, called the Paycheck Protection Program, as a support to businesses 
to enable them to survive the crisis and possibly hold on to their workers till economic conditions 
improved. As long as employers spent over 60 percent (initially 75 percent) of the funds that were 
provided to them through the PPP program, on salaries and wages, the loans would be forgiven. 
While the first round of loans provided via the program had a high take up rate, the second round 
of loans was not exhausted. As of the time of this writing, over $130 billion remain unused, and a 
new round of PPP loans is being disbursed to the smallest businesses, that seem to have been left 
out of the initial rounds of loan disbursement. As part of my research, I would like to understand 
how well the program worked in terms of supporting businesses and employees, and where the 
shortcomings were. Would a better designed program have worked better? Can this be a model 
program to implement in future crises? How did this relief program compare with those of other 
countries (for instance, the worksharing program in Germany) and what other business support 
measures can we adopt to prepare for the next crisis?  

Recent academic literature has questioned the targeted nature of the PPP program. Autor et al. 
(2022) published a paper sharing information about the efficiency and allocations of the Paycheck 
Protection Program (PPP). The data from Autor and his coauthors show that the program saved 
between 2 and 3 million jobs at a cost of $170,000 to $257,000 per job for each year the job was 
retained. This amount is significantly higher than the average amount a worker was paid and higher 
than the $100,000 maximum in earnings the PPP loans could support, demonstrating the 
inefficiency of the program and lack of targeting towards low-wage workers. Compared to other 
pandemic social safety net programs like economic impact payments (stimulus checks) and 
expanded unemployment insurance, the PPP was regressive. Autor found that approximately 75% 
of PPP funds went to the top 20% of households, which means the wealthiest 20% of Americans 
received a vast majority of the funds. Additionally, Autor found that about 2.5% of PPP funds 
went to households in the bottom quintile. This is partly because of the lack of targeting of the 
program and partly due to the concentration of capital resources among the wealthy. 

Data 

In the course of this research, our team analyzed small business data from Homebase and the Small 
Business Administration (SBA). Homebase data includes summary statistics on hours worked, 
number of small businesses open, and number of employees working. There is also data on how 
small businesses in general are faring now compared to a benchmark from prior to the pandemic. 
However, the Homebase data did not have PPP-specific data. As a result, the analysis of PPP 
information below is based on information the SBA released following a Freedom of Information 
Act (FOIA) request in November of 2021. The data is sorted by revenue size, with companies that 
received loans of over $150,000 in one dataset and companies who received loans of under 
$150,000 compiled in another. 

The below table (using data from the Small Business Administration) shows the average PPP Loan 
Amount (in thousands of dollars). The average loan amount is smallest for the smallest firm sizes 
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and increases as the firm size increases, which makes sense since loans were conditional on the 
costs of payroll. 

Firm Size (in number of 
employees) 

Average PPP Loan 
Amount (in thousands) 

1 - 4 $16 
5 - 9  $55 

10 - 19 $112 
20 - 49 $261 
50 - 99 $620 

100 - 249 $1,260 
250 or more $2,841 

 

The graph below from the US Census Bureau shows the percentage of small businesses with 1 – 
499 employees and over $1,000 in receipts who requested and received PPP assistance from April 
2020 through January 2021. This chart shows that in the initial few months of the pandemic, a 
large share of businesses (over 70%) asked for PPP loan assistance but only 40% to 60% of those 
businesses received the loan. However, by July and August 2020, it appears that most businesses 
who had requested the loan were able to receive it. 

 

Source: US Census Bureau Small Business Pulse Survey 

The graph below from Small Business Administration data shows the cumulative number of loans 
dispersed over the lifetime of the program sorted by loan amount. The graph shows that while 
loans in the $5,000 - $9,999 range always accounted for the highest amount of loans, it was not 

https://portal.census.gov/pulse/data/
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until Congress funded the second round of PPP loans (December of 2020) that the number of loans 
for that amount grew significantly.  

 

 

The following graph from the Small Business Administration shows the cumulative number of 
loans dispersed through the PPP program sorted by firm size. This graph shows that the smallest 
businesses (1 - 4 people) received the greatest number of loans, and that number grew more rapidly 
when the second round of PPP applications opened in December of 2020. 
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The below chart uses data from the US Small Business Administration and NAICS to show the 
distribution of registered firms by number of employees compared to the distribution of firms 
receiving PPP loans. This chart indicates that the number of firms with 1 – 4 employees who 
received PPP loans are underrepresented compared to the total number of firms in the market of 
the same size. Firms with 10 – 19 employees, 20 – 49 employees, and 50 – 99 employees received 
a disproportionately high percentage of PPP loans compared to smaller firms. 
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Accessibility to PPP loans also vary by demographic characteristics. The following chart shows 
the cumulative number of loans dispersed over time based on the gender of the business owner. 
While the vast majority of businesses did not report the gender of the business owner in their 
application, of the remaining loans, there are almost two times more male business owners than 
female business owners. 
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When looking at how the race of the business owner might affect approval for PPP loans, we see 
that most business owners identified as White, though again there is a large portion of loans that 
did not record the race of the business owner. 

 

Finally, when looking at the low- and middle-income (LMI) status indicator of the business owner, 
the below chart shows that only roughly a quarter of business owners who received loans were 
indicated to be of LMI status. 
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Qualitative Survey 

To supplement the quantitative PPP data analysis, we have also started to conduct qualitative 
interviews with small business owners. These businesses range industries, including restaurants, 
nonprofit organizations, and fitness centers. For now, our interviews have been in the Chicago 
region, but we are expanding beyond that region and also hoping to reach businesses that shut 
down and did not apply for PPP funding.  

The first qualitative interview we conducted was with the Executive Director of a nonprofit legal 
aid clinic. She applied on the day the program opened with assistance from a local banker and 
accountant. She applied for the program in April of 2020, but did not receive the money until June 
or July of 2020. After receiving the loan, there was a lot of uncertainty regarding whether the loan 
needed to be paid back and what it could cover. Due to the unique structure of a legal aid clinic 
(nearly every employee is a lawyer), none of the staff took advantage of other social safety net 
programs like SNAP or expanded UI. The Executive Director acknowledged that it would have 
been difficult to apply for the program without the assistance of her accountant and connections 
with the local bank. What was interesting was that when probed, she said that the clinic would 
probably have survived even without the pandemic money from PPP, but it was the uncertainty 
that drove them to take the PPP money. The money was eventually turned into a grant since she 
managed to retain all employees. She was not eligible for the second round of PPP loans since her 
revenue numbers were higher than the eligibility cutoff. 

The second interview we conducted was with the owner of a small Mexican restaurant. This 
business owner has faced revenue losses of 40% and shrunk his staff from 17 employees to 10 
employees since the start of the pandemic. This business owner also relied on their accountant to 
fill out a lot of the paperwork, and his accountant connected him to someone at the SBA to assist. 
This business owner used the PPP money to supplement the loss of tips that workers faced in the 
transition from dining in to carry out during the pandemic. When filling out the paperwork, he 
described the PPP application as “annoying” but not “difficult or unreasonable.” Although this 
restaurant was still affected in 2021, they were not eligible for the second round of PPP assistance 
because their revenues had not decreased even though their profitability was falling. This business 
owner would prefer the program to look at profitability instead of revenue to determine eligibility 
for later rounds of the PPP program. He also said that having the PPP money made it easier to stay 
afloat but that the business would probably have survived irrespective of that funding. 

 


