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Key Findings

» A strong plurality of responding businesses emploly themselves, with 37
percent of responding businesses employing twivéodeople. As gross sales
increase, businesses employ more people. In th® 20®ey, more respondents
employed two to five employees and fewer employeaniselves only.

* Nearly half of respondents preferred trainings ona-time workshop setting.
The second most preferred method for training weise “available when
needed” methods such as podcasts. In the 2008yssied online methods were
preferred much less than traditional training mdgho

* Preferences regarding training methods varied t#jigitccording to gender and
age. Female respondents preferred training ortassis through a one-time
workshop setting in a greater intensity than didemespondents. Male
respondents also preferred the workshop settirtgydul preferences more evenly
distributed across other options. All age grougs gireferred the workshop
setting. But, as would be expected, younger respatsdvere more likely to
prefer online methods. Older respondents were i@y to favor one-on-one
training and assistance.

* Based on gross business sales, most rural busin@ssquite small. Nearly 60
percent of business owner respondents statedithginess recorded less than
$100,000 in gross sales in the most recent busieess The largest number
reported gross annual business sales of less #RA0D.

* Business knowledge and planning and financial sswe the chief difficulties
faced by start-up businesses. When responses megatdrt-up difficulties were
grouped and analyzed for priority, issues relabelusiness knowledge and
planning were the top-ranked issues for nearlyef@ent of respondents.
Financial issues were top-ranked by 37 percenarld&0 percent of respondents
selected a lack of start-up cash as a chief diffidaced in starting a business.

» Different business types had different start-ufidifties. Financial issues were
the top-ranked difficulties for agriculture, onlinaad construction businesses.
Business knowledge and planning issues were theatdged difficulties for
service, retail and manufacturing businesses.

* Responses about current business needs in manymvagsed start-up
difficulties. “Working capital” was the top identfd need, followed by
marketing, business finance knowledge, start-up,casd written business plan.

* Marketing and advertising were by far the most paipchoice for training and
assistance that would improve businesses. Buspiassievelopment, legal
issues, succession planning, and intermediate leapikg followed in popularity.

* While business knowledge and planning issues wajernchallenges for
businesses in the start-up phase, they continabalenges as businesses grow



and mature. Throughout the survey, whether by lessiage, business type or
amount of sales, respondents express a need ifingand assistance on
business knowledge and planning issues. This iteidaat many people are
starting a business with little planning or bussksowledge, and despite having
a successful business by some measure recognirnegddor such training and
assistance if the business is to grow and be nioaadially stable.

Over 79 percent of respondents with employees toffer employee health
insurance benefits. Cost is the primary reasob@isinesses not offering health
insurance to employees, followed by employees @by other health plans.
Fifteen percent of business owners are not covgydekalth insurance. Insured
business owners have health coverage through etyaffi paths, with the largest
number covered on a group plan through another raeoftthe household (such
as a spouse) or by purchasing an individual headilwrance plan.

E-mail was the top technology used by rural smadiifresses, with personal e-
mail used by 87 percent of businesses and custemeil by 66 percent of
businesses. Nearly 60 of businesses indicatedudey business websites, while
only a third of businesses indicated using techygyfor e-commerce activities
(sales and purchases) and e-business activitieb é&gufiling taxes online).

Many small business owners are starting out wittitdéd amounts of cash, and
the issue of sufficient capital continues as aenirneed. While this may reflect
the current economic climate, it also represemsti@al and seemingly ongoing
challenge for Nebraska rural small businessesrgelportion of respondents felt
they did not have adequate access to capital atyequinance their start-up
business. While current needs continue to suggektdf capital, there appears to
be a significant reluctance to access loans ordakadditional business debt.
Social networking technology (e.g., Facebook and@tévy have a surprisingly
large usage among rural small businesses. Thdsediegies are likely in grow
in popularity, making it wise for small businesyve@pment initiatives to
incorporate them into their dealings with their frbasiness clientele.

The importance of succession planning represenésvainteresting addition to
the 2010 surveys. In the 2010 survey, only 11 pereEbusiness owners stated
they are within 10 years of exiting their businédsis would be the logical
audience interested in succession planning. Howeweeible that number claim
succession planning is the current greatest nedteakspondent’s business (or
businesses others work with) and nearly a thingegpondents choose succession
planning as a subject of needed training. This esitggthere may be more rural
businesses facing succession issues than indicatied question on the stage of
respondents’ business, that more rural businekaesndicated by the age of the
business are contemplating leaving business, bthkduture of the business is
one area of forward-looking thought.
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I ntroduction

The presentation of the 2006 Nobel Peace Prize.tdMDhammad Yunus and the
Grameen Bank brought great attention to microentemlevelopment in many areas of
the world, including the United States. Many resbars and commentators have lifted
up small-scale entrepreneurship as an importargldpment strategy in rural arehs.

While there are varying views on the keys to emtgepurial success and the answers to
the challenges entrepreneurs face, it is cleamtloaie research involving small
businesses, particularly the self-employed, isrden Many of these businesses are self-
employed in rural areas of Nebraska, the prime etdde the Rural Enterprise
Assistance Project (REAP) of the Center for Rurkihifs.

This report details the findings of recent surveykvby REAP. The “2010 Small
Business Needs Assessment”, a self-administereg\gwvas made available to

REAP clients and to local chambers of commercen@tic development organizations,
Nebraska Economic Development Association memiteedNebraska Bankers
Association and other service providers that woitk Webraska’s small businesses. The
survey was provided in a variety of methods—onlasea link on the Center for Rural
Affairs’ web site, and in printed form. The REAP édls Assessment Survey is
administered biennially, with the first such sundgsne in 2008.

The purpose of the survey was to gather informatogvaluate the needs of Nebraska’s
small businesses from the perspectives of botmbkasiowners and the people that serve
them. The data and the survey findings will alssissSREAP and the Center for Rural
Affairs in their strategic planning.

History of REAP

Established in 1973, the Center for Rural Affagsiiprivate, nonprofit organization with
a mission to establish strong rural communitiesisd@nd economic justice,
environmental stewardship and genuine opportupityli while engaging people in
decisions that affect the quality of their liveslahe future of their communities.

REAP, a program of the Center for Rural Affairsaistatewide rural microenterprise
development organization started in 1990. REAP initially designed to address
challenges to the rural economy occasioned byaire €risis of the 1980s and early
1990s and to capitalize on the entrepreneuriait ggipeople in rural and small town
Nebraska.

1 Federal Reserve Bank of Kansas City, Center for the Study of Rural America. 2002.
“Are High-Growth Entrepreneurs Building the Rural Economy.” The Main Street
Economist, August 2002; Goetz, Stephan J. 2008. “Self-Employment in Rural America:
The New Economic Reality.” Rural Realities, Vol. 2, Issue 3, 2008.
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Research by the Center for Rural Affairs in the (B80s and early 1990s showed that
rural communities in Nebraska and other stateb@f3reat Plains region suffered
economic and social reversals as population dettmel demand for products and
services were reducédis a result, rural communities sought economicetisyment
strategies to address changes in the agricultacaiaany. REAP was initiated

with assistance from private sources, notably ftbenC.S. Mott and Ford Foundations.

Public policy supporting microenterprise developtraid not come into existence in
Nebraska until 1997 when the Nebraska Legislatdopted LB 327, the Microenterprise
Development Act. Since 1997, the Microenterprisedd@ment Act has operated from
annual appropriations to the Nebraska DepartmeBtohomic Development from the
Legislature. In 2005, minor policy changes and fuogdor the Nebraska Microenterprise
Development Act were consolidated with other ecoicaevelopment programs in the
Nebraska Advantage Act.

In its most recent state budget in 2009, the Lagist appropriated nearly $1 million to
the Nebraska Microenterprise Development Act; nebsihat amount is granted to
organizations throughout the state (including RE&R)rovide services to
microbusinesses and entrepreneurs, and is admeddby the Nebraska Enterprise Fund.

REAP Services

REAP serves microenterprises (defined in Nebrattates as businesses with five full-
time equivalent employees or less) in the rurahsua Nebraska (REAP uses the USDA
definition of “rural,” those population centers Wwi0,000 population or less). REAP is a
full-service microenterprise development organ@atonsisting of nine staff located
throughout rural Nebraska.

Within REAP are two projects reflecting the chamgdemographics of rural Nebraska
and the special needs of female entrepreneurs—ipaihic Business Center and the
state’s only Women’s Business Center. Both “ceit@ns innovative business centers
and operate without walls on a statewide ruraldasi

The REAP program consists of four elements—craxlicroloans), technical
assistance, networking, and training. REAP alserefan innovative, online lending
system to help further reach rural entrepreneubdeinraska.

REAP Statistics

As of August 2010, REAP has seven roundtables amddctive peer group associations
for networking and training. REAP Roundtables ardrfGroup Associations consist of

2 Funk, Patricia. 198% Socio-Economic and Demographic Profile of the diédBorder Center for Rural
Affairs, Walthill, NE; Strange, Marty, et. al. 1998alf A Glass of WatelCenter for Rural Affairs,
Walthill, NE.



small businesses from a rural community or comnmesithat formally organize to
receive REAP services.

Most associations consist of eight to ten busireesBeey typically meet once a month to
network and receive business training. REAP graupsself-driven, based on their
specific business and community development needigaals. Formation of these
groups was originally the dominant model utilizgdREAP. Entrepreneurs now mainly
access the REAP program through individual memlgersh

From its inception in January, 1990, through June2810, REAP’s total lending for
peer loans was $474,923 and direct loans was $9233or a total of $5,567,946 in
lending. REAP has also helped clients leveragesloataling $12,242,549 from other
sources since January 1, 1999.

In the last three-year fiscal period, REAP assist@d3 businesses through counseling,
training and lending activities. During this tirlREAP assistance and lending helped to
create or retain 1,108 jobs. REAP only counts kated or retained when significant
counseling (10 or more hours) is done and/or l@masnade.

Survey Methodology

The self-administered survey was available onlsa dnk on the Center for Rural

Affairs’ web site, e-mailed to various contactsluting REAP clients, small business
related listservs and service provider colleagligs. survey was also made available as a
hard copy to those REAP clients without e-mail.

The survey was available February through April®0dhe survey consisted of 20
multiple choice and open-ended questions. The guas available to participants
through SurveyMonkey.com®©. Responses returned biwmege all entered into
SurveyMonkey.com© by Center for Rural Affairs staff

A total of 457 individuals responded to the sur¢@ympared to 258 responses to the
2008 survey) — 249 identified themselves as smadlriess owners, 98 identified
themselves lenders and 36 identified themselvaeg@sce providers. All respondents
live and work in rural Nebraska.

A series of demographic questions and descriptixestipns for the responding
businesses were asked. In addition, specific questivere asked about health insurance
and technology, two important issues for rural $imasinesses.

A series of questions about business needs weneatieed. Business owners were asked
to identify difficulties they experienced when sitag their business; service providers
and lenders were asked to identify the greatestseestart-up businesses they were
working with. Based on previous assessments, vwaiffa wide variety of possible



difficulties. The survey offered these choices alowed an open-ended response for
“other responses.”

Finally, business owners were asked to identifyantrdifficulties they are experiencing;
service providers and lenders were asked to idethid three greatest needs of current
businesses they were working with. Respondents alsceasked to identify the greatest
training needs business owners have to improve blsiness.

Following are selected findings from the surveyl. Airvey results may be found in the
Appendix.

Multiple Choice Questions and Demographics

What is your age group?

The median age of respondents was 51. Nearly 4&peof respondents were in their
50s, with 24 percent in their 40s, and 19 peraetheir 20s and 30s. Seventeen percent
of respondents were 60 or older.

Describe your affiliation with Nebraska small biessses.

The majority of all respondents identified themsslas “small business owner.” Slightly
more than 20 percent of respondents identified Hedves as a “resource provider.”

What is the stage of your business? (Service Peosidnd Lenders were asked to skip
this question.)

Nearly 70 percent of respondents identified thasibess as “existing” (defined as “at
the business for more than one year”). Thirteeogudridentified their businesses as
“new” (less than a year old) and nearly eight peregentified themselves as in the “pre-
venture” (start-up stage). Finally, nearly 11 patddentified themselves as in the
“transitioning” stage (within 10 years of exitinget business).



What category best describes your business?

Service and retail businesses dominated the respo@wer half (57 percent) the
respondents described their business as a semwstedss, and nearly 34 percent
identified their business as retail. Agricultur® (dercent) and manufacturing (14
percent) were the next most identified categohesarly seven percent of respondents
identified their businesses as online businessagiam percent of respondents identified
themselves as construction businesses. Multipjgoreses were allowed for this question.

How many employees does your business employdinglyourself?

Slightly more than 45 percent of respondents engaaynly themselves (nearly 34
percent full-time and 11 percent part-time). Tgeven percent of respondents
employed two to five employees, or people othen tih& respondent business owner.
Nearly 18 percent of respondents employed six aemeople.

The results of the 2010 survey were essentialhpéd from the 2008 survey. In 2008,
more respondents employed two to five employeedamndr employed themselves only.

If training and/or assistance were made availalo@tdress the (business) needs, what is
the preferred delivery method?

Nearly half of respondents preferred trainings ona-time workshop setting. In a likely
sign of the times, the second most preferred mefiwoulaining (at 40 percent) was
online “available when needed” methods such asasidcin the 2008 survey such
online methods were preferred much less than toadit training methods. In the 2010
survey one-on-one training and/or assistance wefenped by 39 percent of respondents,
while classroom style (multiple sessions) was faddrsy 32 percent. Online
training/assistance delivered at a specific tinuelisas webinars) was less favored,
preferred by 29 percent of respondents.

Female respondents preferred training or assistiduncegh a one-time workshop setting
in a greater intensity than did male respondentelMespondents also preferred the
workshop setting, but had preferences more evastyiltlited across other options.



All age groups also preferred the workshop setthg, as would be expected, younger
respondents were more likely to prefer online mésh®Ider respondents were more
likely to favor one-on-one training and assistance.

Business owners, please check the category of Agnuss sales for your business’s last
recorded year.

Nearly 60 percent of business owner respondertesdstiaeir business recorded less than
$100,000 in gross sales in the most recent busieess The largest number (35 percent)
reported gross annual business sales of less #00. On the other end of the scale,
nearly 20 percent of business owner respondentstegpgross annual business sales of
over $500,000 in the past business year (with pdérlpercent reporting gross annual
business sales of greater than $1 million in the pasiness year). Both ends of the sales
chart had greater representation among 2010 suesppndents than in 2008.

How prepared do you feel in operating your businadbe event of a disruption or
disaster?

In recent years many state and federal agenciesr#iigts have been funded to help
prepare small businesses for natural or human-dalisasters. Rural small businesses
are particularly vulnerable to these hazards becatitheir size, small number of
employees and, as this survey demonstrates, thairdial stress. A new question in the
2010 survey asked how prepared rural small bus#sem® for such disruptions. Most
respondents (53 percent) believe they are somgwbpared. But over a third of
respondents believe they are in some degree unpepaither totally unprepared
(nearly 15 percent) or somewhat unprepared (ovgre28ent). Only nine percent of
respondents believe they are totally prepared. Jimgests some work to do among rural
small businesses in regard to disaster preparedness

Business Needs Questions

In addition to the demographic information, thddwling findings are gathered from all
participants in this survey.

What, if any, difficulties did you have when stagtyour business? Or what do you
perceive as the difficulties of the starting busses you work with?



This question allowed respondent’s to mark all igffieresponses that applied. A total of
829 responses were provided, or an average oeg@bnses per respondent.

By far the leading difficulty was a lack of staqt-aash. Nearly 70 percent of respondents
selected this response. Lack of market awarerads of business finance knowledge,
lack of a written business plan, obtaining finagcirom a traditional lender, and
marketing all followed, all with 30 percent or marerespondents selecting.

When examining start-up difficulties by businegsetyve employed a measure to rank
the difficulties. In other words, given all the otes offered and the ability to submit
multiple responses, how did the respondents ramktiédrt-up difficulties they had or
perceive others to have. For all businesses laskaof-up cash was the primary
difficulty, with obtaining finance from a traditiahlender was the second ranked
difficulty. Financial issues, then, seem to beghenary issues start-up businesses face.

However, when responses are grouped into categonese complex picture emerges.
Most of the offered responses can be groupedwaanain difficulties — financial (lack
of start-up cash and obtaining finance from a trawnal lender) and business knowledge
and planning (lack of market awareness, lack oinass finance knowledge, marketing,
and lack of a written business plan). Analyzecdhis way, issues related to business
knowledge and planning were the top-ranked issmesdarly 40 percent of respondents.
Financial issues were top-ranked by 37 percent.

Different business types had different difficulti€snancial issues were the top-ranked
difficulties for agriculture, online and construarti businesses. Business knowledge and
planning issues were the top-ranked difficultiasdervice, retail and manufacturing
businesses.

Currently, what are greatest needs of your busimegbe businesses you work with?

Respondents were provided a list of business readisvere allowed to mark all offered
responses that applied. A total of 1,019 respowses provided, or an average of 3.6
responses per respondent.

In many respects the responses to this questioonmd the responses to the previous
guestion on start-up difficulties. By far “workirmgpital” was the top identified need
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(nearly 46 percent of respondents). Following weegketing, business finance
knowledge, start-up cash, and written business plan

What types of training and/or assistance would fkeito have to improve your business
or the businesses you work with?

This question also provided a list of possibleniray and assistance topics and
respondents could mark all that apply. A total 47 8esponses were provided, or an
average of 2.9 responses per respondent.

Marketing and advertising was by far the most papahoice for training and assistance,
with nearly 55 percent of respondents selectingdla choice. Business plan
development, legal issues, succession planningiréeeiediate bookkeeping followed
in popularity.

Small Business and Health Insurance

With the importance of health care reform in 20th@, survey asked a series of questions
related to health insurance and small businesses.

Over 79 percent of respondents with employees dloffer health insurance benefits to
their employees. Cost is the primary reason fommsses not offering health insurance
to employees, followed by employees covered byrdikalth plans.

Of the respondent business owners, a total of i&epeare not currently covered by
health insurance (of that 15 percent, a bit over percent are not covered but have
children who are). The remaining business owngrordents have health insurance
coverage through a variety of paths. The largesthar (33 percent) are covered on a
group plan through another member of the housefsoich as a spouse), 30 percent
purchased an individual health insurance plan,ldn8l percent are covered through a
public plan such as Medicare or Medicaid. Only g€cpnt of business owners had health
care coverage through a group plan offered by thesmess.

Cost again was the primary factor for business osvnet having health insurance
coverage. Of business owner respondents statiggdilenot have health insurance,
nearly 58 percent said it was because health insar@ too expensive. The other
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primary reason (11 percent) was that coverage waavailable or offered due to health
reasons (such as pre-existing health conditions).

Small Businesses and Telecommunications Technology

Another important issue to rural small businessdbke use and availability of
telecommunications technology. The 2010 survey #sked a series of questions about
telecommunications technology.

Respondents were asked what technologies weremusael respondent’s business or by
businesses with which the respondent worked. Rekgras were provided a list of
options and allowed to select all that appliedotaltof 989 responses were offered, an
average of 3.2 responses per respondent.

E-mail was the top technology used, with personabd used by 87 percent of
businesses and customer e-mail by 66 percent aidases. Nearly 60 of businesses
indicated they used business websites. A bit mwae & third of businesses indicated
using technology for e-commerce activities (sales purchases) and e-business
activities (such as filing taxes online). A bit radhan a third of businesses also used
technology for social media such as Facebook anittérwa surprising number given the
newness of such technologies.

The survey also asked respondents to rate theimiett affordability and reliability.
Respondents rated a series of statements fromt ir(e) to 4 (very true). Statements and
results are:

* My internet service is reliabl®ver 54 percent of respondents rated this ay/“ver
true,” with an average rating of 3.4 (about midveayween “often true” and
“very true”).

* My internet service is affordabl®esponses to this statement were more spread
across the options, with about 35 percent respgrigiery true,” but about 29
percent saying “somewhat true.” The average ratiag 2.93, just below the
“often true” mark.
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* My internet service is the speed | neAdain, responses were spread across the
options. The top response again was “very trueth @8 percent of responses.
But this statement had the highest rating for ‘tna¢” of the three statements,
with almost 13 percent of respondents selectingrdsponse. The average rating
was 2.92, again just below the “often true” mark.

Analysis of Questions by Topic
The following section represents our analysis efréfssponses to the survey.
Advertising and Marketing

Issues related to marketing are consistent chaketgrural small businesses. They were
in the 2008 survey and continue to be in 2010. Rdang” represented the fifth most
common difficulty in starting a business, and thead most common current difficulty
for small businesses. It is difficult to determihthe respondents are struggling with
marketing generally, or if they are struggling wilie cost of advertising and marketing.

Business Planning and Management

A large number of respondents indicated that mamglisousinesses in rural Nebraska
lack adequate business plans. Maybe that is txecéed at the business start-up stage,
but nearly a third of respondents state this igreent need as well. This lack of planning
likely affects all aspects of a business.

Many challenges found in other categories coulddmiressed with a fully developed
business plan; issues such as not starting witbgimoash, financing, marketing for
current demographics, identifying a customer basd,lacking an advertising plan are all
challenges offered by business owners, but areimigortant initial planning
considerations.

The survey results generally show an admitted tddnowledge about basic business
and finance practices, both at the start-up phadearrently. When combined with a
lack of operating cash and capital, it appears nsamgll business owners are jumping
into starting a business without adequate planmngck of planning places small
businesses at risk of failure, both as a startagpthroughout their businesses history.
The ultimate goal of any business developmentaitivie or program should be to help
build sustainable businesses in communities arghberhoods. The survey results show
significant challenges to meet this goal.
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Cash Flow, Lack of Cash, and Capital

Many small business owners are starting out wittitéd amounts of cash, and the issue
of sufficient capital continues as a current n&gtile this may reflect the current
economic climate, it also represents a critical seeimingly ongoing challenge for
Nebraska'’s rural small businesses.

A large portion of respondents felt they did notdhadequate access to capital or equity
to finance their start-up business. A recent stfdgntrepreneurial activity in Nebraska
confirms this finding. The bookntrepreneurship in Nebraskaund that one of the top
factors in business survival includes the compangsh flow?

Needs of business owners continue to suggest fackpital (for start-up, day- to- day
business operations, or expansion). There appe&sesless desire to access loans, likely
because of related cash flow issues and the abfliyisinesses to repay loans. This can
be seen in responses to Question 12 of the surveyment needs regarding lending,
refinancing and obtaining financing from a traditiblender. All ranked low on the list
of greatest needs of businesses, some among testloeeds. This reluctance may also
indicate the awareness business owners have ofotaidebt loads. However, working
capital ranked as the greatest need for businebaksn together, these responses
indicate many respondents are not operating bussesesith sufficient cash, capital or
equity, but are reluctant to take on additionaltd8lb given these opinion, businesses
likely have two choices to improve their capitatas — take steps to improve cash flow
or incur more debt. A comprehensive review of afvey answers suggests taking steps
to improve cash flow is the route most businesdsh to take.

While cash status was indicated as the largest Imgasdhall businesses, both currently
and when opening their business, there is lititikcated need for training in this area.
This could be explained by many reasons: theretisraining available for cash and debt
management, lack of time or resources to obtaih saining, lack of computer
resources or skills to obtain online training, Iesis owners do not know exactly what
they need, such training is not marketed to thdiemce, or cash flow issues are
considered a part of other training areas suchaaketing.

Networking and Mentoring

About 20 percent of respondents indicated thatla ¢ adequate support networks
(whether family/friends or business) was a difftgiwhen starting a business. About the

3 Thompson, Eric C. and Walstad, William B. 2008. Entrepreneurship in Nebraska:
Conditions, Attitudes, and Actions. Gallup Press, New York, New York.
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same number indicated it was a current need. Wideesenting a significant difficulty,
a lack of support networks ranked low on the lfdvath start-up and current difficulties.

Succession Planning

The importance of succession planning represenésvainteresting addition to the 2010
survey. In the 2010 survey, only 11 percent of hess owners stated they are within 10
years of exiting their business. This would beltwgcal audience interested in
succession planning. However, double that numta@mcsuccession planning is the
current greatest need of the respondent’s bus(oe$sisinesses others work with) and
nearly a third of respondents selected successmming as a subject of needed training.
In fact, succession planning is the fourth mostypaptraining subject. This suggests
there may be more rural businesses facing sucecessioes than indicated in the
guestion on the stage of respondents’ businegssaniore rural businesses than
indicated by the age of the business are contemglbgaving business, or that the future
of the business is one area of forward-looking giuwWhatever the reason, the future of
rural businesses is a critical issue because dagireg rural population and the lack of
successors, natural or otherwise, within rural camitres. For the future of sustainable
rural businesses and the viability of rural comrigniit is an issue on which business
development initiatives and providers should focus.

Technology

To gauge the availability and effectiveness of tetbgical resources in rural Nebraska,
respondents were asked specifically about theimglogy use, affordability and
reliability. It is clear from the responses thattteology is widely accepted, regardless of
any demographic or economic variable. However, mesgiondents have not
incorporated technology in their business operatimeyond the simplest and most
accepted applications.

Nearly all respondents reported using e-mail fospeal use, and about two-thirds of
respondents use e-mail to transact business watioers. However, significantly fewer
respondents use technology in other aspects aflihsinesses — about a third use
technology in sales or purchase transactions oconduct other business activities and
processes (for instance, filing taxes or otherress documents or forms online). About
60 percent of respondents reported having a busimebsite, six percentage points more
than the 2008 survey results.

Given the newness of social networking technologieh as Facebook and Twitter, a
surprisingly large number of respondents (overnr@Xhuse them. In addition, more than
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one in four respondents stated training or assist@social networking would help their
business. These are technologies that are likdbg tmore popular in coming years.
Business development initiatives would be wisenttbrporate social networking
technologies in their training, in their operati@rsl in their general communications
with their small business clients.

Respondents were also asked to rate the religkalfityrdability and speed of their

Internet service. While most respondents rated seevice as reliable, over a third of
respondents indicated their service is not or aniyjewhat affordable, and nearly a third
responded their service is not or only somewh#iespeed they need. A significant
segment of rural small business owners in Nebrapkaar to be losing the advantages of
business technology services and uses becausstairab speed.

Businesses and Sales

Respondents were asked about their annual grassfsain the last recorded year. The
largest number of respondents (nearly 35 perceprted gross annual business sales of
less than $24,999; a combined 61 percent reportess dpusiness sales of less than
$100,000. On the other end of the scale, nearlyet®ent of business owner respondents
reported gross annual business sales of over $80dGhe past business year.

Because of the continual importance to a busimesapital and cash flow as expressed
by respondents throughout the survey, following more detailed look at responses to
the sales question cross-tabulated with respopsathér relevant questions.

Gross Sales Less than $24,999

More businesses in this sales category than iromer were at the initial stages of
business development — over 36 percent are inrtrggnture or new (less than one year)
stage. As such, businesses in this sales categogyttve most likely to be non-employers
— nearly 80 percent have no employees.

Business owners in this sales category indicataajar difficulty with finances, either in
start-up capital or in operating cash. Nearly 6@eet of respondents in this category
stated the major start-up difficulty was start-@gsit, followed by obtaining financing
from a traditional lender. The top current need agitese respondents was working
capital, followed by marketing. With a limited caster base and advertising options,
one could expect these to be constant needs ihana@as of the state.

Marketing and advertising, legal and social netwarkvere the top training needs
identified by respondents in this sales categong Jocial networking response is new to
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the 2010 survey, and may represent a new way ofydmisiness by the smallest
business.

Business owners in this sales category also exguidgsancial issues as the primary
current need for their business. Other needs iedwdlvertising, marketing and a
customer base (all, of course, related to busifiesscial and cash flow issues).

Gross Sales $25,000 to $49,999

Three-quarters of businesses in this sales catetgsgified themselves as “existing” — or
in business for more than one year. This salegoatehus represents slightly more
mature businesses, thus slightly more sales.

Despite being in business longer, businessessrcHiegory still are primarily non-
employers — 71 percent of respondents have no gegso

Financial issues still challenge these businestast-up cash and financing from a
traditional lender were the primary start-up diffites for these businesses. Working
capital and marketing were the current needs ndesitified.

Top training needs identified by these businessesarketing and advertising and
intermediate bookkeeping, legal issues and taxatgues.

Gross Sales $50,000 to $99,999

Nearly three-quarters of business respondentssrcéttegory classified themselves as
“existing,” or in business for more than one y&#&ith greater sales, these businesses
were more likely to have employees. Fifty-six petogf respondent business owners
have five or fewer employees.

The primary start-up concern of business ownetBigisales category was also related to
cash or financing (nearly half of all respondentthis sales category selected a lack of
start-up cash as the top start-up difficulty). Heere respondents in this category
mentioned start-up difficulties different from otreategories — marketing, the lack of a
business support network and lack of a businessagildied for the second most

common start-up difficulty in this sales category.

Current needs by respondents in this categoryralated to finances. Working capital
was the most common current need selection, foltblsyemarketing.

Marketing and advertising was selected as the oseful training need — nearly two-
thirds of respondents in this sales category saflectarketing and advertising as a
training need. Basic bookkeeping, legal issuesharsihess plan development tied for the
second most selected training need. Marketing issare consistently mentioned by
respondents in this sales category, differing at tespect from lower sales category. It is
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also interesting that business plan was still noertil as a current need among these
experienced businesses, particularly when it wes alcommon start-up difficulty among
these respondents.

Gross Sales $100,000 to $149,999

Two-thirds of the businesses in this category diaslsthemselves as “existing,” with
more than one year of experience. However, thisadirst sales category where some
respondents (25 percent) classified themselvegassitioning,” within 10 years of
exiting the business. This sales category alsaraes the trend of increasing likelihood
of employees as sales grow — nearly 60 percemsplondent businesses in this category
have employees.

A lack of start-up cash again was identified asdfief start-up difficulty among
businesses in this sales category. Other startffiputties commonly identified in this
category were a lack of business finance knowlesgemarketing.

Financial needs also dominated the current needs@imusinesses in this sales category
— a third of respondents selected line of creddklof cash, and obtaining financing from
a traditional lender as a current need. Marketiag @also selected by a third of
respondents in this sales category.

Marketing and advertising and legal issues werddpdwo items selected by
respondents in this sales category for traininglaee

Gross Sales $150,000 to $299,999

Three sales categories between $150,000 and $208r@%ombined due to low response
numbers in each category. In these combined caésgoearly two-thirds of respondents
are businesses in operation more than one yearalmoist all businesses in these
categories are employers — 88 percent of the bss#seemploy people in addition to the
business owner.

Start-up difficulties among respondents in thesesseategories are similar to lower sales
categories and relate to finances — a lack of-sfatash and obtaining financing from
traditional lenders were the two most common siprthfficulties. A lack of business
finance knowledge was also a common start-up ditfidor these respondents.

Marketing and working capital are the top curreggals for businesses in these sales
categories. Because of higher sales by these lmsgisemarketing likely emerges as the
primary need, compared to working capital in srmedbdes categories.
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Training needs also reflect a more mature and tdrgsiness that exists in these business
categories. Marketing is by far the most commoming need, followed by more
advanced bookkeeping and succession planning.

Gross Sales $300,000 to $749,999

Because of low response numbers, two sales cagsganeé combined here. In this
combined category nearly all businesses — 89 perckave been in business for more
than one year. The remaining respondents clagstiyselves as within 10 years of
exiting the business. In addition, 95 percent eflilisinesses in these categories employ
people other than the business owner.

Start-up difficulties for these sales categoriessamilar to those of lower sales
categories. A lack of start-up cash and obtainingricing from traditional lenders were
the most commonly mentioned start-up difficultieghese categories. A lack of business
finance knowledge was also a commonly mentionectdity.

Marketing and working capital were the most commganéntioned current needs for
businesses in these sales categories. Succesarmommy and marketing and advertising
were the most commonly mentioned training needbdisinesses in these sales
categories. Social networking was also a commorgtraned training need.

Gross Sales $750,000 and Over

Two sales categories were also combined for thagyais due to low response numbers.
Seventy percent of businesses in these categoelsiwbusiness for more than one
year, and 22 percent of respondents classifiedgblms as within 10 years of exiting
their business.

All of the businesses in these sales categoriesmapgoyers, and are the largest
employers in the survey. Half of the business redpats in these sales categories have
11 or more employees.

A lack of start-up cash and the lack of businesarfce knowledge were the two most
common start-up difficulties in the combined reswulf these sales categories. A lack of a
business plan was also a commonly identified starthfficult, particularly in the smaller
sales category ($750,000 to $999,999).

Working capital and marketing were the two most oamn current business needs in the
combined results of these sales categories. Howsnecession planning was the second
most common current need for the over $1 millidesaategory (where more business
owner respondents classified themselves as transig).
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Marketing and advertising and succession plannieggihe most popular training needs
responses in the combined results of both salegaaés. Again, succession planning
training was more common in the over $1 millioresatategory.

Implications

While not a scientifically managed survey, the hssoutlined in this report provide
interesting and compelling insights into the thaggbpinions and needs of those owning
and working with small businesses in rural Nebragisasuch, there are important
implications for how services are provided to rugalrepreneurs in Nebraska in order to
develop not only individual enterprises but theessarural economy.

This section will discuss some of those implicasioNothing in this section is intended
to criticize the current or past efforts of anyamgation or entity serving rural
entrepreneurs. Rather, this section is intendedfén suggestions and challenges to
important demographic, social and economic issugisgermeate all aspects of rural
development in Nebraska and the United States.

According to the results of this survey, rural drbaksinesses, regardless of size, maturity
or any other characteristic, appear to have sirohatlenges and needs. Many small
business owners start out with limited amountsrafricial resources and

insufficient business plans. As businesses grownaaiire financial issues and related
challenges continue to plague many.

The technical training needs for many small busiessre also similar regardless of
business size, age or other characteristics. Tiveguesults do provide some interesting
and challenging insights into how training and edion can be provided to
entrepreneurs scattered across a state as laNgbeaska.

REAP and other small business providers face th#ertge of balancing assistance and
educational programs often related to technologiohlincements for a rural, generally
older population who in large numbers prefer tiaddl and one-on-one assistance and
training relationships and a significant numbewbbm have Internet services
inadequate for business and education purposesn@&at new technology and
traditional relationship-based services is a chgkethat may well determine how many
clients and businesses are served by REAP and sittadl business service providers
and, ultimately, how many such clients and busieesse successful rural
entrepreneurs.

The financial challenges offered by respondenth@ngross sales categories below
$100,000 raise warning signs for these businessithair rural communities. The need
for working capital is a natural response for stgrtor less experienced businesses, but
for capital issues to remain after a businesstabéished is both a reflection of the
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current economy and the nature of operating a dooagihess in a rural place. How
businesses respond to these financial challengtstive assistance of business
development programs and public policy, is criticalthe rural economy.

These are challenges not only for the businessiteilower sales categories, but for
REAP, the Nebraska small business community arad communities in general. If
established businesses are facing these challehbegs the questions of how long they
can remain in business, how long they can remaihaim communities, and what
incentive is there for start-up businesses in sintbmmunities that may face identical
challenges. These are issues service providersssuBIEAP, lenders and public policy
must address if small businesses are to continfieunsh in the communities of rural
Nebraska.

Other demographic issues presented by the outcohtbs survey present challenges to
REAP and the rural small business community. Theeaddusiness owners is one
example. The exodus of youth and their entreprealespirit is a challenge facing most
rural communities in Nebraska and elsewhere. Tidirfgs of this survey do nothing to
alleviate this concern.

With fewer than one in five respondents to thisreyrunder the age of 40, REAP,
Nebraska’s rural small business community and moaimunities in general face an
immediate and fundamental question: where is tié generation of rural entrepreneurs?
Further, if established rural small businesse®apgessing concerns and needs regarding
finances, what can be done to provide assurancemeantives to young entrepreneurs
so that similar issues will not doom their efforts?

And a new, related issue rises to prominence ir2@H€ survey — a significant expression
of a need for business succession training anchpignlf generally older business
owners are expressing a need for succession panmirere will they find their
successors in rural Nebraska?

The results of this survey also reveal a genecdl ¢d planning and entrepreneurial
education among those with a business idea anlgrd, skills and fortitude to make it
work. Many of the issues, concerns and needs affieyehe business owner respondents
can likely be laid at the doors of inadequate pilagand insufficient financial education.
Again, these are issues service providers suctEdd$’Rlenders and public policy must
address if small businesses are to have a viatlesfin rural Nebraska.

Finally, the one exception to a lack of planningyrba the concern about succession
planning that shows up in the survey. The statetf@nitsuccession planning is a current
need by business owners in some sales categoddb@uesire for succession planning
training and assistance implies a concern amonigéss owners about the future of their
business. With an aging rural population and feyeemger people remaining in or
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relocating to rural areas, business successiogrisi@al long-term issue for rural
businesses and rural communities.

Recommendations

1. Greater emphasis should be placed on rural small business succession
planning with a collabor ative program with state and local economic
development entities and small business development programs. Business
succession planning has been an issue on the iy radar in Nebraska for
some time, but the fact that this surveys pointsucession planning as a
primary business and training need demonstrates thenore to do. With the
demographic challenges facing most of rural Nelmasknall business succession
is not an easy issue. It will need to involve mentp entrepreneurial training for
students, and linkages between business ownergrasgective owners. But the
future of many rural communities depends upon figdiuccessors to today’s
business owners. Community-based collaboratives ltal, state and federal
economic development entities and small businegslo@ment programs should
be established to provide succession planningit@iior current business owners
and begin the process of developing tomorrow’s ssgar owners.

2. Fund state and federal initiativesthat provide capital to rural small
businesses. Despite the projected budget deficit facing Nekaashe Nebraska
legislature should not cut the budget of the Ndtaddicroenterprise
Development Act in the 2011-13 state biennial buidiggt will be developed in
the 2011 legislative session. These funds provagtal, training and assistance
to job-creating small businesses throughout the séasoft economy is not the
time to take away resources that will help smaflibesses address the challenges
found in this survey, and now is not the time tuee resources to help build the
rural economy in Nebraska. In addition, federalgoams that help develop and
support rural small businesses through agencidsasithe Department of
Agriculture and the Small Business Administratiblowgd be at a minimum
continued at current funding levels.

3. Removetheannual cap on the Nebraska Microenterprise Tax Credit. The
Nebraska Advantage Microenterprise Tax Credit reé&amvestment by business
owners of small, rural businesses. Many of the séeaind in this survey would
be addressed by the tax credit provided by thie $4&v. However, the available
Nebraska Advantage Microenterprise Tax Creditdiariéed to $2 million
annually. This cap has resulted in a limited nundfdausinesses able to take
advantage of the program. The result is limited savall business investment
and employment.
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The annual limit results in all the tax creditsrigeapplied for very early in the
year to the detriment of other small businessekarstate. Further, the only state
tax incentive or tax credit program aimed specifycat small businesses is the
only program with such a cap.

In addition, Congress should adopt H.R. 5990, theral Microbusiness
Investment Credit Act of 2010,” a similar federak tcredit for small business
investment in rural areas.

. Nebraska should promote community entrepreneurial and small business
infrastructure. As this survey revealed, many rural small busiegsers are
troubled by the lack of local support for their iImess and other small businesses.
This points to the need for a comprehensive ergregurial community
development policy where it is recognized that eammihmunity member has a

role if entrepreneurship in rural communities is&opromoted.

Community members must play the roles of lendegstor, educator, promoter,
supporter and helper to create an entreprenewmahwnity. By establishing the
Building Entrepreneurial Communities Act Nebraska kaken a step in assisting
communities toward building this community capaeihd infrastructure.

Again, like many of the issues presented by thigesy this is a question of scale
— how to build entrepreneurial capacity and infiature in Nebraska’s many
small rural communities. Government, of coursénmstéd in resolving this
challenge for communities, and local citizens ntaké the initiative in building
their future.

State government, however, can play a facilitataa through programs like the
Building Entrepreneurial Communities Adthe Nebraska L egislature must
reauthorize and extend the funding for the Building Entrepreneurial
Communities Act in the 2011-13 biennium budget developed by the
Legislaturein the 2011 session.

Nebraska should make a commitment to business and financial education

and business plan development for existing and prospective small business
owners. This survey points to a significant need for bassand financial
education and business planning. Too many smaihess owners appear to be
opening a business enterprise with too little bessrknowledge and planning.
The fact that a significant number of establishesifiess owners still list business
planning as a need for their business demonstifagaseed. In collaboration with
K-12 schools, community colleges and community pizgtions, Nebraska’s
small business development entities should plagreaer focus on business and
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financial education, business plan developmentfimadhcial literacy for both
existing businesses and prospective business owners
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APPENDIX

Below are tables for each multiple choice survey question listing response
results.

What is your age?

Response Pct.
20-29 6.4

30-39 12.8
40-49 24.0
50-59 39.8
60 and over 17.0

Describe your affiliation with Nebraska small businesses.

Response

Small Business Owner 54.0
Service Provider 21.4
Lender 7.9
Other 16.6

What is the stage of your business? (Service providers and lenders
were asked to skip this question)

Response Pct.

Pre-Venture (start-up stage) 7.8
New (within first year) 13.4
Existing (more than one year) 68.0

Transitioning (within 10 years of 10.8
exiting business)

What category best describes your business?

Response Pct.

Agriculture 16.3
Manufacturing 13.6
Retail 33.9
Service 56.6
Online 6.8
Construction 5.0
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How many employees does your business employ, including
yourself?

Response Pct.
One (self full-time) 33.8
One (self part-time) 11.3
Two to five 37.2
Six to 10 7.8
11+ 10.0

What, if any, difficulties did you have hen starting your business? Or what do
you perceive as the difficulties of the starting businesses with which you work?
Multiple answers allowed.

Response Number

Lack of start-up cash 195

Lack of market awareness 64

Lack of business finance 113
knowledge

Marketing 89

Finding a location 35

Obtaining financing from a 103
Traditional lender

Lack of family/friend support 19
network

Adequate business support 52
Network

Lack of written business plan 108

Currently, what are the greatest needs of your business or the business with
which you work? Multiple answers allowed.

Response Number

Working capital 131
Business succession knowledge 62
Customer service 27
Line of credit 69
Short-term lending 36
Long-term lending 53
Refinancing 20
Start-up cash 90
Market awareness 69
Business finance knowledge 92
Marketing 98
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Finding a location 15

Financing from a traditional 64
lender

Family/friend support network 9

Business support network 8

Written business plan 83

What types of training and/ or assistance would you like to have to improve your
business or the businesses with which you work? Multiple answers allowed.

Response Number

Marketing and advertising 157
Basic bookkeeping 82
Intermediate bookkeeping 84
Advanced bookkeeping 8
Succession planning 89
Legal 91
Taxation 73
Social networking 74
Business planning 108

If training and/ or assistance were made available to address the
needs, what is the preferred delivery method? Multiple answers
allowed.

Response Number

Classroom Style 105
Online (delivered at a specific 97
time, webinar)

Online (available when needed, 134
podcast)

As a workshop 164
One-on-one 130
None needed 23
Other 29

“Other” responses included:
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Please check the category of annual gross sales for your business’s
last recorded year (business owners only).

0 to $24,999 35.1
$25,000 to $49,999 12.4
$50,000 to $99,999 12.4
$100,000 to $149,999 7.2
$150,000 to $199,999 4.1
$200,000 to $249,999 2.6
$250,000 to $299,999 2.6
$300,000 to $499,999 4.1
$500,000 to $749,999 6.2
$750,000 to $999,999 3.6
Greater than $1 million 9.8

How do you rate your Internet affordability and reliability? (figures in
percentage)

Not True Somewhat Often Very True N/A
True True

Reliable 2.5 10.4 29.1 54.3 3.7
(N= 326)
Affordable 6.4 28.5 25.8 34.7 4.6
(N = 326)
At the 12.7 20.2 25.2 38.2 3.7
Needed
Speed N=
322)

What types of technology are typically used in your business or the
businesses with which you work? Multiple answers allowed.

e-mail (personal) 266

e-mail customer 201

e-commerce (sales and 104
purchases)

e-business (business activities 104
and processes)

Business website 181

Social media 104
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Businesses are vulnerable to many hazards includatgral or human-caused
disasters. These unplanned events can have a damgstffect on business
operations and the regional economy. How prepa@gali feel in operating your
business in the event of a disruption or disaster?

Response

Totally unprepared 14.7
Somewhat unprepared 23.4
Somewhat prepared 53.2
Totally prepared 8.7

Do you offer health insurance benefits to your employees?
Businesses with employees only.

Response Pct.

Yes, and I pay full premium 8.7

Yes, and employees pay a portion 11.3
of premium

Yes, and employees pay full 0.7
premium
No 79.3

I do not offer health insurance benefits to my employees because
(businesses with employees only and who answered “No” to the
previous question):

Response

It is too expensive 45.9

My employees are covered by 27.6
Other plans

Other 26.5

29



Are you (business owner respondent) covered by health insurance?

Response Pct.

No 14.1

Yes, individual plan 30.0

Yes, group plan offered by my 10.1
businesss

Yes, through group plan offered 33.0
by another household member

Yes, through a public plan 11.5

No, but my children are 1.3

I (business owner respondent) currently do not have health
insurance because (those not covered in previous question):

Response

Too expensive 57.8

Not offered or available due to 11.1
health reasons

Choose to remain uninsured 2.2

Other 28.9
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