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Metropolitan King County Council
Transportation, Economy and Environment Committee

STAFF REPORT

	Agenda Item:
	11
	Name:
	Andrew Kim

	Proposed No.:
	2023-0268
	Date:
	October 17, 2023



SUBJECT

A motion acknowledging receipt of the Economic Development and Small Business Assistance Strategies Report required by the 2023-2024 Biennial Budget Ordinance.

SUMMARY

[bookmark: _Hlk147907681]The 2023-2024 Biennial Budget included a proviso to require the executive to transmit an economic development and small business assistance strategies report for unincorporated King County (UKC). Key reporting requirements of the proviso included providing data on UKC small businesses; identifying best practice strategies, initiatives or programs to support UKC small businesses; and recommendations for the county to implement a UKC economic development and small business assistance program.

The proposed motion would acknowledge receipt of the proviso report. The report was authored by the newly established Office of Economic Opportunity and Creative Economy (OEOCE) with support from the Department of Local Services (DLS). The OEOCE was newly established under the Office of the Executive during the 2023-2024 Biennial Budget to conduct work related to county’s economic development, economic recovery, and creative economy. DLS is responsible for regulating certain UKC businesses as per K.C.C. Title 6 and administering programs supported by federal COVID grants to mitigate pandemic-related economic impacts to small businesses.

The report found that a key issue to supporting UKC small businesses is the lack of comprehensive data on small businesses operating in UKC. In response, DLS conducted a digital business survey and received 558 responses from UKC small businesses across the county to inform the report. The report concluded that DLS is currently implementing a UKC economic development and small business assistance program and recommends enhancements through the implementation of a customer relationship management system, consistent business engagement, and streamlined access to local resources.

Council staff has determined that the report addresses all of the proviso requirements.  

BACKGROUND 

Office of Economic Opportunity and Creative Economy.  In November 2023, Ordinance 19541 established the Office of Economic Opportunity and Creative Economy (OEOCE) under the Office of the Executive. The 2023-2024 Biennial Budget[footnoteRef:1] appropriated approximately $2.0 million of General Fund and 3.0 FTEs to support the establishment of the OEOCE. The OEOCE includes the Director of the Economic Development and Economic Recovery, the Director of Creative Economy, and a program manager. As per K.C.C. 2.16.025.E., the OEOCE functions and responsibilities include: [1:  Ordinance 19546.] 

· Coordinating the county's efforts to develop a strong equitable economy that creates opportunities for all residents;
· Developing and implementing strategies to promote economic revitalization and equitable development; and
· Assisting communities and businesses in creating economic opportunities, promoting a diversified economy, and promoting family-wage job creation.

Harbor Island Studios.  On April 3, 2021, the executive unveiled Harbor Island Studios, a film production facility established in the unused warehouse at the former Fisher Flour Mill property on Harbor Island. The property was purchased by the county’s Solid Waste Division 18 years ago to potentially ship solid waste. The county has invested over $8.0 million from the  General Fund to support this new facility.[footnoteRef:2] [2:  2022-B0125 Briefing on Proposed 2023 2024 Biennial Budget Housing and Homelessness; Behavioral Health; Fill the Gap.] 


Federal COVID Funding.  From March 2020 through August 2023, the county enacted ten COVID supplemental appropriation ordinances[footnoteRef:3] to appropriate $25.9 million of Department of Treasury’s Coronavirus Relief Fund (CRF), provided by the Coronavirus Aid, Relief, and Economic Security Act of 2020 (CARES Act),[footnoteRef:4] and over $88.5 million of Department of Treasury’s Coronavirus Local Fiscal Recovery Fund (CLFR), provided by the American Rescue Plan Act of 2021[footnoteRef:5] (ARPA), to support arts & culture and economic relief and recovery efforts. Notable programs include $8 million to support the county’s destination marketing organizations to reinvigorate tourism in the county, $20 million grant program to support arts, entertainment, culture and science organizations, and $9.0 million to support UKC small businesses.  Some programs are still ongoing and will operate through the end of 2024. [3:  Ordinances 19066 (COVID 1), 19103 (COVID 2), 19120 (COVID 3), 19157 (COVID 4), 19191 (COVID 5), 19265 (COVID 6), 19289 (COVID 7), 19318 (COVID 8), 19443 (COVID 9), and 19659 (COVID 10).]  [4:  H.R. 748 – 116th Congress. ]  [5:  H.R. 1319 – 117th Congress.] 



[bookmark: _Hlk148004270]Department of Local Services.  K.C.C. 2.16.055, which outlines the duties and functions of the Department of Local Services (DLS), does not include responsibilities related to providing assistance to UKC small businesses and economic development.  However, DLS has been involved with UKC small businesses through the following activities:
· Per K.C.C. Title 6, DLS is responsible for making and enforcing rules and regulations related to certain businesses;
· Supporting the work of the Unincorporated Economic Alliance Program, funded by $5.25 million of federal ARPA CLFR moneys. The program aims to provide community-based, low-barrier, and high-support entrepreneurial and career training, microbusiness incubation, small business technical assistance, and consultation for individuals and businesses most vulnerable to the impacts of COVID-19 in UKC; 
· Administering the UKC small business grant program, funded by $4.0 million of  federal ARPA CLFR moneys to provide matching funds for patio and storefront improvements; grants to community organizations and chambers of commerce; and a digital campaign to support UKC business; and
· According to the proviso report, working closely with OEOCE on UKC small business outreach, policy planning, and economic development strategies. The DLS director meets monthly with the OEOCE.

Budget Proviso.  The 2023-2024 Biennial Budget[footnoteRef:6] included a proviso in the OEOCE budget to transmit an economic development and small business assistance strategies report for UKC. The following provides the proviso language: [6:  Ordinance 19546, Section 20, Proviso P2.] 


P2 PROVIDED FURTHER THAT:
Of this appropriation, $150,000 shall not be expended or encumbered until the executive transmits an economic development and small business assistance strategies report, a motion that should acknowledge receipt of the report, and a motion acknowledging receipt is passed by the council.  The motion should reference the subject matter, the proviso's ordinance, the ordinance section and the proviso number in both the title and body of the motion.

The report shall include, but not be limited to, the following:
A. [bookmark: _Hlk139727614]Any available data on small businesses operating in unincorporated King County, such as number of businesses, location by subarea geography, industry type and number of employees;
B. Information from people operating or wishing to operate a business in unincorporated King County on their business needs and barriers and challenges to operating a business in unincorporated King County;
C. A description of best practice strategies, initiatives or programs that could be implemented by the county or its partners in unincorporated King County to support small businesses and economic development;
D. Information on how to improve or expand access to commercial space and equipment, such as small business incubators, coworking spaces, shared processing facilities or kitchens;
E. An inventory and description of existing technical assistance programs, commercial space and equipment and other resources that are available from local organizations to support small businesses in unincorporated King County;
F. Identification of public or private funding, loans or grant opportunities for small businesses; and
G. Recommendations and next steps for the county to implement an economic development and small business assistance program for unincorporated King County.

The executive should electronically file the report and motion required by this proviso no later than July 1, 2023, with the clerk of the council, who shall retain an electronic copy and provide an electronic copy to all councilmembers, the council chief of staff and the lead staff for the transportation, economy and environment committee or its successor.

ANALYSIS

Proviso Requirements.  The proposed motion would acknowledge receipt of the Economic Development and Small Business Assistance Strategies report, which was transmitted by the executive on July 20, 2023. Council staff has determined that the report addresses all of the proviso requirements. The following is a summary of how the report addresses each proviso requirement:

A. Available data on small businesses operating in unincorporated King County, such as number of businesses, location by subarea geography, industry type and number of employees:
· The report notes that a single source of comprehensive business data does not exist for the unincorporated areas of King County. To mitigate this challenge, DLS conducted a digital business survey and received 558 responses from UKC small businesses across the county. DLS used this data and cross-referenced data from the Secretary of State (SoS) and Washington Department of Revenue (DOR) to compile the following information:
· Based on 2022 SoS data, there are more than 19,000 businesses registered in UKC;
· According to DLS survey data, 79% of respondents that answered the employment question indicated that they employ 4 employees or fewer (inclusive of full- and part-time employees); and
· According to DOR data, the three largest industries by employment are professional, scientific, and technical services; construction; and retail trade;
· Council staff inquired on whether executive staff leveraged data from the Washington Employment Security Department (ESD) to inform the report.  Executive staff states that the report used ESD data related to labor market, key industries, and economic outlook; ESD data were not used for employee counts and employer demographics. Executive staff state that the county currently does not have a data sharing agreement with the ESD and that every data source has its limitations.

B. Information from people operating or wishing to operate a business in unincorporated King County on their business needs and barriers and challenges to operating a business in unincorporated King County:
· Based on the DLS survey data, funding, operations, and promotion are the top three challenges among UKC businesses. Within these categories, access to grants or business loans; labor, accounting, legal, and business planning assistance; and marketing, advertising, and social media support are their highest needs.

C. A description of best practice strategies, initiatives or programs that could be implemented by the county or its partners in unincorporated King County to support small businesses and economic development:
· The report states that DLS is currently implementing a UKC economic development and small business assistance program and recommends enhancements to that program with the following three initiatives:
· Customer Relationship Management (CRM) System: To support efficiently and effectively collecting data on UKC small businesses and allow staff to efficiently collect, track, and identify local business trends. These trends could help inform future programs, services, and initiatives;
· Consistent Business Engagement: Deployment of regular business surveys, one-on-one interviews, and focus groups with key business contacts on a biennial basis at a minimum, or more often as critical information is deemed necessary; and	
· Streamlined Access to Local Resources: In-house or third-party website application or email newsletter that highlights top recommendations of local resources.
· Executive staff state that DLS’s current economic development and small business assistance program entails ongoing technical assistance and business support work, administering the small business grant program and the UKC Economic Alliance program funded by ARPA CLFR grants, and leveraging $1.0 million of Community Development Block Grants (CDBG) to assist 4 businesses impacted by the White Center fires.[footnoteRef:7] [7:  Throughout 2021, a string of suspected arson fires, break-ins, and vandalism in White Center which have affected 11 small businesses.] 


D. Information on how to improve or expand access to commercial space and equipment, such as small business incubators, coworking spaces, shared processing facilities or kitchens:
· The report states that access to available commercial space and equipment is limited in the county, depending on a business’s industry. The report identified business resource navigation tools such as Evergreen BizLink, an online platform that connects entrepreneurs to a network of Washington State resource partners to foster innovation, growth, and prosperity.
· Executive staff state that county-owned and county-leased facilities were not evaluated for the purpose of this report. However, executive staff note that county facilities are sometimes evaluated for specific projects. Harbor Island Studios would be one example.

E. An inventory and description of existing technical assistance programs, commercial space and equipment and other resources that are available from local organizations to support small businesses in unincorporated King County:
· The inventory of resources for UKC small business are listed on pages 22 and 23 of the proviso report, Attachment 1 to this staff report. 

F. Identification of public or private funding, loans or grant opportunities for small businesses:
· The report provided a list of federal agencies (e.g. Small Business Administration, etc.) and a list of broad categories (e.g. private lenders, CDFIs, etc.) for funding opportunities. Council staff inquired about more specific funding programs, and executive staff stated Evergreen BizLink Resource Navigator and Business.wa.gov as two additional resources. Council staff also inquired about any funding opportunities from the county and the King County Associate Development Organization (ADO). Executive staff referenced the DLS’s small business grant program, funded by $4.0 million of  federal ARPA CLFR moneys to provide matching funds for patio and storefront improvements as a county funding opportunity. Executive staff also stated that the ADO does not typically provide grants to small businesses.

G. Recommendations and next steps for the county to implement an economic development and small business assistance program for unincorporated King County:
· The report provides the following two recommendations:
· DLS to enhance their current UKC economic development and small business assistance program through the implementation of a customer relationship management system, consistent business engagement, and streamlined access to local resources; and 
· The county to consider providing increased funding to community-based organizations with an appropriate level of staff support as community-based organizations hold the most community trust and cultural competence to provide the most efficient and effective economic development and small business assistance.

INVITED

· Ashton Allison, Economic Opportunity Director, Office of Economic Opportunity and Creative Economy (OEOCE)
· John Taylor, Director, Department of Local Services

ATTACHMENTS

1. Proposed Motion 2023-0268 (and its attachment)
2. Transmittal Letter
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