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Good afternoon Councilmembers and participants in today’s Committee Hearing: 

 

Thank you, Chairman Gjonaj and Councilmembers for inviting me to testify on this important 

matter. I appreciate the opportunity to share my comments. While official duties elsewhere 

in the Region prevent me from physically being here in person, I would like to express my 

deep thanks for allowing our federal agency to participate.  

 

As SBA Regional Administrator overseeing agency operations in New York, New Jersey, 

Puerto Rico and the U.S. Virgin Islands, I am committed to the priority of ensuring small 

business owners and entrepreneurs see SBA as the go-to resource for counseling and 

funding opportunities, no matter what stage of the lifecycle their business is in. 

 

Together with our lending and resource partners across the Five Boroughs and in 

communities across New York and the Atlantic Region, we can continue to help drive our 

economy. 

 

Productively collaborating on initiatives to help the New York City Small Business 

community is a testament to the productive, bipartisan relationship I’ve developed with 

Councilman Gjonaj. 

 

What impresses me most is that Councilman Gjonaj understands, like I am hopeful every 

member of this committee and the entire Council does, that small businesses and hard-

working entrepreneurs are the lifeblood of our economy.  Those are more than just words; 

it’s the truth. 

 

One of my colleagues in Washington recently asked if anyone could go one day without a 

dozen small businesses impacting your life. What about just one? 

 

If you try answering those questions yourself, the answer is a resounding ‘no.’ Small 

business is woven into the fabric of the United States and the City of New York. 

 

Small businesses are everywhere. Your dry cleaners, the independent coffeehouse you 

frequent, your doctor and dentist’s offices and your favorite local restaurant are undoubtably 

small businesses just to identify a few. 

 

With SBA’s participation in this hearing and our collaborative work with the Committee, it 

marks the first time that the City Council and federal government are working together to 

assist the New York City small business community. It’s a much-needed step in the right 

direction – and, quite frankly, what small business owners deserve. 
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But what is a small business?   

 

A small business is defined by the federal government as any commercial venture with 500 

or fewer employees.  These type of companies make up over 99% of all businesses across 

the nation, while microbusinesses, or those with less than 20 employees, constitute close to 

90 percent of them. 

 

And the New York restaurant industry is a mosaic of thousands of small businesses.  It is an 

economic engine that revvs on what the National Restaurant Association estimates to be 

the daily operations and revenues of over 24,000 restaurants across the City of New York’s 

12 Congressional Districts.   

 

That immense number of small businesses encapsulates 48.3% of all New York State 

restaurants. By the numbers, almost half of the Empire State’s restaurant establishments, 

small businesses by definition, are located right here in the Five Boroughs.   

 

What’s more, these numbers consist of both the table and limited service segments of the 

restaurant industry. 

 

While small businesses like restaurants do not need to register with the SBA to operate, the 

figures quoted above are the most accurate number of small business-sized restaurants in 

the City that we have. Strangely, these figures are not from the city or any local government 

entity – but a restaurant industry group.  

 

Why, you might ask? Because neither the City of New York nor the Department of Small 

Business Services require restaurants to register with the City in order to operate, so no 

exact count is possible. 

 

Nevertheless, the SBA stands ready, willing and able to assist small business owners and 

entrepreneurs grow their ventures and create jobs by providing resources and tools like 

access to capital. It is a proven, time-tested way to create a blueprint for an economy built 

to last. 

 

SBA achieves this through several methods, but specifically access to capital – from the 

smallest needs in microlending to substantial debt and equity investment capital. We also 

power small business owners to know of opportunities in Federal contracting; access to 

entrepreneurial education; and disaster assistance. In fact, we help build a more supportive 

environment for entrepreneurship and innovation day in and day out.  

 

We are not a federal regulatory agency like our colleagues at the Justice or Commerce 

Departments, but rather an advocacy agency that supports our small business community.   
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In fact, the SBA Office of Advocacy and our Regional Advocate regularly meets with small 

business owners of every industry you can think of to hear their frustrations of overlapping 

laws and excessive government regulations. They are always eager to listen and help to the 

extent of the law by bringing small business owners and governments to the table to talk 

and help local commerce thrive. 

 

Our federal agency consistently acts to better support the efforts of entrepreneurs which 

spur job creation, drive competitiveness and innovation, and strengthen national economic 

growth. 

 

Since FY 2011, the SBA has guaranteed 870 7(a) loans totaling more than $353 million to 

New York City small businesses in the restaurant industry. That includes $50 million in SBA 

guaranteed loans from last year to present, or just over 14% of the total numbers over an 8-

year period of time. 

 

7(a) loans are our agency’s primary program for providing financial assistance to small 

business. They enable small business owners and entrepreneurs to reduce risk and enable 

easier access to capital.  The type of 7(a) loan dictates the SBA guarantee percentage and 

maximum loan amount. 

 

Those figures are impressive.  And they’ve helped hundreds if not thousands of small 

business owners start, grow and expand in the past few years here in the city.   

 

But the SBA also assists businesses, and individuals, in disaster recovery. Here in the City, 

the most recent large scale activity of this function came after Hurricane Sandy battered the 

shoreline and decimated many communities – but we have SBA Disaster personnel in 

Kings County even today providing aid and assistance to victims of an April apartment fire 

in Brooklyn that displaced a large amount of residents. 

 

In both cases, SBA and our Office of Disaster Assistance were right on the ground helping 

affected homeowners and small business owners recover.  

 

We do this by offering low-interest long term disaster recovery loans to replace real estate, 

personal property, machinery & equipment, inventory and business assets that had been 

damaged or destroyed by the declared disaster. 

 

Specifically in the aftermath of Hurricane Sandy, 122 restaurants in the affected area 

received $21.125 million in affordable, timely and accessible financial assistance from the 

U.S. Small Business Administration. 

 

Like any agreement an individual or entity enters with the United States, the federal 

government is the primary debtor for repayment. Our SBA-backed loans get repaid first. 
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And that is one of our agency’s prime interests here – ensuring our SBA-backed loans can 

be repaid in the face of higher and higher, borderline outrageous, fees tacked on to the cost 

of doing business in New York City by third party companies. 

 

However, the hidden costs of doing business in America’s most populous city are shameful. 

Many of them are imposed by Mayor DeBlasio and his Administration without foresight or 

thought but rather on a whim or for political expedience. 

 

That is not a way to govern. 

 

The City Preliminary Budget, for example, that was proposed by Mayor DeBlasio earlier this 

year sought a $3 billion increase in expenditures in making up the $92.2 billion fiscal 

document for FY 2020. It also represents a 23% hike in spending since Mayor DeBlasio 

took office – and is a budget that is larger than the individual budgets of 46 States of the 

Union. 

 

In addition to property taxes, where does that money come from? I am not a city finance 

specialist, but have spoken to hundreds of small business owners, the archetypical mom 

and pops, who see it coming from their bottom line. 

 

Fines slapped on small mom and pop stores, often on a whim, are just quick revenue 

raisers to pay for an ever-expanding and expensive municipal government.  

 

Earlier this year, the City Council rightly took action to stem a City Hall scheme by passing 

the Awning Act after an overzealous Building Department began a panic among the small 

business community issuing tickets in the amounts ranging between $4,000 and $8,000 for 

each case of supposed improper store signage violations.   

 

That’s not a way to govern, do business, or lead.   

 

In a recent New York Daily News Op-Ed, one of your City Council colleagues, Councilman 

Justin Brannan from South Brooklyn joined a New York State Senator and the Brooklyn 

Chamber of Commerce President rightly saying that New York City businesses were “on the 

brink.” They could not have been more correct. 

 

Technology companies, such as the topic of this hearing appertaining to food delivery apps 

such as GrubHub, UberEats, DoorDash, Postmates and Cavier, to name a few, taking 

advantage of small businesses are of similar concern and correlate with that hypothesis.  

Using of this technology is an immensely added cost of doing business in America’s largest 

city.  

 

It is incumbent on local government and municipalities to stand up for their economic engine 

and take the appropriate and necessary steps to ensure their small business community 
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remains whole, not prayed upon by predatory companies and third party vendors.  Fairness 

is key.  Stories like one of these apps taking $10,000 in erroneous fees from just one 

restaurant over several months shows something may be wrong. 

 

Just as obtaining capital and financing is the requirement to show the viability of a small 

business, as it is needed for a myriad of reasons – growth, new equipment, staff, 

investment opportunities and so forth– its counterpoint is revenue from its operations; the 

money from the goods and services purchased by the general public. 

 

When revenue is significantly lowered due to artificial factors, such as predatory delivery-

related expenses controlled by a third party vendor, the downward spiraling of the 

economics of running a restaurant, dining establishment or bar in the City of New York 

sadly, and unfortunately, continues. 

 

Food-delivery apps, the subject of today’s Committee hearing, are supposed to help small 

business owners and entrepreneurs market their product and themselves to new customers 

and eaters every second of every day. That at least was their intent. 

 

They were envisioned to be a supplementation of the classical small business or restaurant 

model – an added bonus, if you will, for restauranteurs, chefs, foodies and consumers alike 

who utilize them, connecting good food with the very people looking for it, 24/7. 

 

Again, that was their intent. However, today, it’s far from the case. These third-party 

companies charge a user fee on both ends – to the consumer utilizing them as well as the 

small business offering their goods through their service. A valid point shared by small 

restaurants is that these companies are taking too much from their bottom line in an already 

overly regulated and taxed business atmosphere. 

 

Small business margins in the restaurant industry are very slim. The overwhelming majority 

who have approached the SBA at meetings and through our district offices have spoken 

about exorbitant fees – from a $10-15 dollar connection fee where an app user calls a 

restaurant or bar through the delivery app on their cell phone, perhaps for information or to 

see if special arrangements can be made, but orders nothing…to monthly user fees plus an 

additional $1 to $1.15 charged to a restaurant for a customer making a reservation through 

an app like OpenTable. That’s not even mentioning API integration fees for any third party 

software integration which is often an addition fees of hundreds of dollars placed upon a 

small business owner. 

 

While neither the SBA nor I will not provide commentary or speculate on the business 

models of these technology companies or applications, we will, however, take the side of 

over-burdened, over-taxed and over-regulated small business owners who operate in the 

nation’s largest city.  And we will stand with our small business owners and entrepreneurs. 
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These 25,000 New York City restauranteurs – who employ over 330,500 according to the 

National Restaurant Association – also happen to face a hostile, unjust business 

atmosphere chock full of fines and red-tape negatively impacting their bottom line day in 

and day out. But that is a topic for another day and another hearing you can hold. 

 

According to a recent Gallup poll, online food-delivery companies have a market share of 

84% of United States adults ordering delivery or takeout at least one time a month.  Put in 

terms of Census data, that is about 84% of 284 million people, aged 18 and above. 

Councilmembers, that is an immense number – one potentially reaching an anti-trust 

threshold that could be considered by the Justice Department. 

 

As a federal Cabinet-level agency, it is the SBA’s position that small business owners need 

to be informed about the costs and risks associated with all fiscal options and decisions in 

terms of business operations, especially when it comes to fees or interest rates.  

 

These figures, be it user fees, prepayment, processing, delivery, or so on should be 

provided up front with an entrepreneur so they can assess whether it is in their best interest 

to utilize the service charging them. And third-party vendors should not be preying upon 

their customers who then must pass the cost on to consumers. 

 

No industry organization or complimentary government group we know of is privy to the 

exact fee structure utilized by restaurants using third party delivery apps.  

 

From conversations with small businesses who have reached out to our agency due to their 

negative applications to their bottom line, it appears as if the fees charged by third party 

technology apps may vary from business to business. It is indeed worrisome that there is no 

set pricing standard, but instead an ad hoc one, negatively affecting mom and pop stores 

throughout the diverse neighborhoods that make up the City of New York. 

 

What we do know anecdotally, however, is that overly burdensome fees cut heavily into 

small business’ margins yet, as indicated previously these apps’ delivery model has 

become so widespread that restaurants more of less have to participate in them to stay 

relevant, noticeable and accessible to patrons.  

 

And the fees and rising costs of doing business in New York City do not need to be 

attributable solely to delivery apps. Overzealous local government seeking to raise revenue 

often penalizes companies for simply operating and keeping their doors open, hurting job 

creators who add heavily to our local, regional and nation economy. 

 

And while many food retailers’ struggle, especially in the City of New York where they are 

faced with sky-high rents, astronomical real estate prices if they are looking to buy - even 

with the help of a SBA-backed 504 loan, new minimum wage requirements, supposed 

groundbreaking employee leave laws, dwindling foot traffic due to new traffic patterns and 
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outdated Moses-era planning, small businesses now have to contend with third party 

technology apps charging non-uniform fees for unspecified usage of their product. 

 

We’ve heard it time and again from entrepreneurs: it’s a brave new world out there. 

 

The New York City restaurant industry is known worldwide for its flexibility. But these 

predatory fees are placing an undue hardship on small businesses – from the textbook 

mom and pop single storefront operations to slightly larger small businesses with a handful 

of locations employing several dozen workers or more – from Staten Island and the Bronx 

to Queens, Brooklyn and Manhattan. 

 

That is why it will be refreshing to hear from a spate of small business owners themselves 

today speaking about their own experiences with this technology. 

 

But let me be clear: outrageous fees charged by food delivery apps are akin to predatory 

lending. Not only is it costly and pervasive in the industry, but they set their users up for 

failure, burdening them with high user fees for even the simplest of things. These fees prey 

on small business owners seeking to expand their restaurant’s reach and add to their daily 

cost of doing business. 

 

It is incumbent on this body to determine if this passes the smell test in your municipality. 

 

All of these stressors that small businesses face operating in the City of New York are 

worsened by the predatory fees charged by food delivery apps. 

 

Therefore, it’s no surprise that the first quarter of 2019 marked the 12th consecutive quarter 

of shrinking year-over-year traffic for the broader restaurant industry.  That’s not me coming 

up with that figure, that’s the Wall Street Journal publishing statistics from U.S. restaurant 

tracker firm MillerPulse. 

 

The issue of fees charged by technology companies to small business for use of their food 

delivery application is one that should be scrutinized by local government and I applaud 

Chairman Gjonaj and this Committee for doing so. 

 

I stand ready and willing to partnering with the Council, Speaker Johnson, Chairman Gjonaj 

and individual Councilmembers to achieve a goal - offer a more small business-friendly 

environment and assist the mom and pop small businesses, including those in the 

restaurant and hospitality industry, thrive. 

 

Also, if you would like to work on an issue, partner together or take advantage of the 

programs, training or mentoring provided through our resource partners for your district, 

please do not hesitate to reach out to me in my office. The SBA Regional Office is 

headquartered a block and a half away at 26 Federal Plaza. 



  8 | P a g e  

Thank you. 

 

### 

 
















