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Chair Port and Members of the Subcommittee:

Thank you for the opportunity to submit testimony on the critical issue of economic stability and
the impact of rising prices on smaller employers. My name is Shawn Phetteplace, and | serve as
the National Campaigns Director for the Main Street Alliance (MSA), a national network
representing 30,000 members nationally and 1,600 right here in Minnesota.

Our members include restaurants, childcare centers, independent retailers, service providers,
artisans, mechanics, family-owned manufacturers, and solo entrepreneurs. They are the
backbone of local economies. Their shops line Main Streets, employ our neighbors, and anchor
our communities. Yet today, they face compounding economic pressures that threaten their
survival.

This testimony focuses on one central reality: rising costs and policy-driven
instability—especially in healthcare—are putting unprecedented strain on small businesses,
their employees, and the economic stability of communities across Minnesota.

Economic Instability on Main Street

Over the past two years, small businesses have endured an ongoing storm of instability.
Persistent inflation in inputs such as food, utilities, equipment, and rent. Healthcare cost
volatility, worsened by the potential lapse of ACA premium tax credits. Labor challenges, as
employees struggle to afford coverage, childcare, and essentials. Tariff uncertainty, increasing
the cost of goods, raw materials, and imports.

In a recent survey conducted by MSA 44.7% of owners said rising healthcare premiums may
force them to cut costs, delay investments, or drop coverage entirely. These are not abstract
figures. They represent real employers forced into untenable decisions—cut staff or cut care.

Healthcare Instability: An Economic Threat

Healthcare is now a defining economic issue for Main Street businesses. It is not simply a
benefit—it is a precondition for entrepreneurship, workforce participation, and economic
resilience.
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Consider a few real examples from our members:

e Katie Rose, co-owner of Goodkind Restaurant (Milwaukee)—a James Beard
semi-finalist—was diagnosed with cancer while insured through the ACA marketplace.
She told us, “I shouldn’t have to choose between fighting cancer and keeping my
business open.” She recently received a cancellation notice from her insurance company
due to impacts of the Big, Ugly Law.

e A small business owner in Duluth shared:
“If premiums go up again, | may not just lose health insurance—I may lose my business.
My customers are cutting back because their costs are rising, too.”

e Childcare providers across the Midwest rely on Medicaid and ACA subsidies to keep
staff healthy and parents working. Without these supports, childcare closures will
cascade into workforce shortages.

When healthcare is unstable, entrepreneurship stalls. People will not leave large employers with
benefits to open businesses if doing so means risking medical bankruptcy.

Rising Pri | Shrinking Marai

Small business owners operate on razor-thin margins. Unlike large corporations, they cannot
hedge imports, command bulk rates, or shift costs onto national supply chains. Price instability
hits them first and hardest: food and product inflation has outpaced menu and service pricing.
Commercial rents are rising as corporate landlords acquire property. Healthcare premium
increases of 75% are projected if ACA subsidies lapse and it's much worse among older adults.
A married couple making $80,000 a year combined are expected to see their premiums rise by
$18,000 a year. That clearly will not work.

One Midwestern member, Kitty Johnson, told us:

“We’ve been middle-income for 20 years. Now it feels like we’re heading toward poverty.
Lawmakers do not seem to realize how brutally expensive life has become for ordinary
Americans.”

Policy Choices Are Driving Instability

The recent federal tax package—often termed the “Big Beautiful Bill’—extended high-end tax
preferences while allowing support for working families, entrepreneurs, and small employers to
expire. Over $3 trillion in new federal debt was added, putting future pressure on state budgets
and services. Section 199A tax benefits overwhelmingly reward businesses with over $1 million
in profit—51% of benefits go to them, while only 6% go to Main Street firms earning under
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$100,000.Medicaid, SNAP, and ACA subsidies face cuts, jeopardizing both household stability
and small employer resilience.

Healthcare, childcare, and food assistance are not “extras.” They are economic infrastructure.
When these supports are cut, small business owners do not experience a tax cut—they
experience a customer drought and a staffing crisis.

n n for Minn ’s Economic Futur

If healthcare subsidies lapse and costs continue to rise: Entrepreneurship will decline, as
individuals stay in corporate jobs for benefits. Small businesses will freeze hiring or reduce
hours. Local economies will slow, as families cut spending to cover essentials.

The entrepreneurial promise at the heart of Minnesota’s Main Streets will erode.

Recommendations from Main Street Owners

On behalf of our members, | urge this Subcommittee to support federal action that restores
economic stability:

e Demand federal lawmakers protect and extend ACA premium tax credits to prevent
catastrophic premium spikes, and make proactive moves to improve healthcare
affordability at the state level.

e Reject cuts to Medicaid and SNAP, which stabilize workers, families, and local demand.

e Continue to invest in childcare and workforce policies, essential to small employer hiring.

e Increase access to capital for small businesses who will likely experience a cash-flow

shock during a potential upcoming economic downturn.

Conclusion: Economic Stability Is a Choice

Small business owners believe in hard work, responsibility, and community. They are not asking
for special treatment—only fair conditions to compete, hire, and grow.

If we allow rising costs and healthcare chaos to undermine Main Street, we will not only lose
businesses—we will lose the very spirit of innovation and service that defines Minnesota’s
economy.

Economic stability is a policy choice. For the future of our Main Streets, it must be the choice we
make.
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Thank you for considering this testimony. | am available to answer questions or provide
additional data or stories from Minnesota business owners.
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