The shutdown's impact on small contractors is
bad and getting worse
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More than 41,000 U.S. small businesses that service contracts for the nine
federal government agencies currently shuttered are at risk of losing $2.3 billion
worth of work thanks to the now 34-day partial government shutdown.

That’s yet another quantification of the shutdown’s economic impact, this one
shared Thursday by the U.S. Chamber of Commerce and the Arlington-based
Professional Services Council, an association of government contractors. The
organizations, along with 645 business groups across the country, renewed
calls for an end to the longest government shutdown in U.S. history.

“The pain being inflicted on American families and businesses is significant and
in many cases long-lasting,” said Neil Bradley, executive vice president and
chief policy officer at the D.C.-based U.S. Chamber, on a conference call with
reporters. “This pain is being felt throughout the United States.”

The U.S. Chamber, using data compiled by Bloomberg Government, tallied the
number of small business contractors working with shuttered agencies, the
total fiscal 2018 value of those contracts and an estimated pro-rata value of
contract awards that could be at risk because of the shutdown. As much as $29
billion in contracts were awarded in fiscal 2018 to 41,107 small businesses from
agencies that are currently without funding, according to the analysis.

More than 4,500 small businesses in D.C. have $404 million worth of work at
risk; in Virginia, almost 4,200 small businesses have $430 million at risk since
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the shutdown; and more than 3,200 small businesses in Maryland may be out
$286 million. That works includes everything from facilities maintenance and
office supply sales to high-end technical and engineering services.

Those companies may do business with other parts of the federal government
that are open, and also may be getting paid for work deemed essential at an
agency otherwise without funding. But the numbers were used to illustrate the
high degree of uncertainty that’s been introduced into a typically reliable
marketplace thanks to a customer who typically paid his bills.

Adding to the uncertainty: One-third of small businesses polled by the chamber
didn’t have the rainy day funds on hand to cover something like a shutdown.

"The least we owe them is a pathway to surviving the self-inflicted wounds of

the government," Bradley added.

The calculus for small and even midsize contractors doesn’t compute,
according to David Berteau, CEO of the Professional Services Council. Their
assets — their staffers — aren’t generating revenue. If they pay their people in
the face of stop-work orders to ride out the shutdown, they’ll go out of
business. If they let their people go, they can’t win new work or complete the
work they already have.

“Please give me a third option, is what they’re saying,” Berteau added.

Small businesses are getting disproportionately hit when it comes to something
as simple as the oil that helps grease the whole system: requests for proposals.
Many small contractors don’t know if RFPs that went out before the shutdown
are still due on the original deadlines, so Matt McKelvey’s clients have been
pausing proposal efforts on anything not in the final stage.

That strategy, however, ripples through the support infrastructure at these
businesses — the proposal coordinators, desktop publishers, accountants and
lawyers who find themselves sidelined. And many of them, in turn, are

independent contractors

“It’s in the dozens for most small contractors and the hundreds and even
thousands for midsize companies,” said McKelvey, president of The McKelvey
Group, a financial consulting firm that works with a lot of government
contractors. “The larger the company is the more they can absorb it a little
longer.”

Two big events still to come will provide more insight into whether shutdowns
like this become a regular cost of doing business, Berteau said. One comes
March 1, when the legal cap on U.S. borrowing expires and a new debt ceiling
will need to be negotiated. The other comes later in the year as fiscal 2020
budget talks move forward — an agreement on spending levels needs to be met

or they'll revert to the caps put in place in the 2011 Budget Control Act.

“We have two big issues that have to be wrestled with that on their face are
even larger than the shutdown itself," Berteau added.
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