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Nebraska has long been recognized as a national leader in microenterprise
development (generally recognized as those non-farm small businesses with five or
fewer employees or non-farm self-employed businesses). Since the adoption of the
Microenterprise Development Act (LB 327) in 1997, Nebraska has continued to be one
of the few states in the nation to provide state funds to the development of
microenterprises through both loan funds and business training and assistance.

This expression of state policy has allowed entrepreneurs in every Nebraska county to
receive microenterprise development services and has helped develop a strong,
statewide network of microenterprise development organizations in all areas of the
state. From the most rural area to the neighborhoods of Omaha and Lincoln, a
Nebraskan with an entrepreneurial dream has access to loan capital, business training,
and business assistance from business development experts.

This report examines the state of microenterprise development in Nebraska and
establishes what Nebraska and Nebraskans are obtaining for the public investment in
microenterprise development. All data analyzed in this report is contained in the most
recent report from the Nebraska Enterprise Fund, the entity responsible for distributing
state funds appropriated to the Microenterprise Development Act to microenterprise
development organizations across the state.! The data used herein (and in the
Nebraska Enterprise Fund report) is for the period July 2008 through June 2009, and is
the most recent data available.

Nebraska Outperforms the Nation in Many Microenterp rise Standards *

The data on Nebraska’s microenterprise development programs demonstrate that they
reach populations most in need of their services while maintaining optimal program
performance. In fact, in many cases they outperform national standards.

National standards are based on the Aspen Institute’s MicroTest program. Based on
the 2009 MicroTest survey (based on FY 2008 data) and data reported by the
Nebraska Enterprise Fund regarding Nebraska microenterprise programs, Nebraska
microenterprise programs compare to the nation in the following ways in
microenterprise client profile:

More female clients (56 percent in Nebraska compared to a national standard of
50 percent)

More minority clients (30 percent in Nebraska; the national standard is a number
equal to the proportion of minorities in a service area. According to the U.S.

! Nebraska Enterprise Fund. 2010. The 12" Annual Report to the Legislature on the Nebraska
Microenterprise Development Act. Nebraska Enterprise Fund: Oakland, Nebraska. This report is
submitted to the Governor and the Legislature by the Nebraska Department of Economic
Development.

21n the spirit of full disclosure, the Rural Enterprise Assistance Project (REAP), a program of the
Center for Rural Affairs, is a recipient of Nebraska Microenterprise Development Funds as grants and
loans from the Nebraska Enterprise Fund.

®The national standards referred to herein were developed by the Association of Enterprise
Opportunity (AEO), the national microenterprise trade association, through an intensive multi-year
process involving the AEO membership.



Census Bureau, the minority population of Nebraska is about 26 percent)

More low- to moderate-income clients (74 percent in Nebraska compared to a
national standard of at least 50 percent)

Higher revenue businesses (Nebraska had more microbusinesses with annual
revenues over $60,000 and fewer microbusinesses with annual business
revenues in the $15,000 to $60,000 range)

These figures clearly show that Nebraska significantly outperforms the nation in
reaching those populations—women, minorities and low-income—most at economic
risk during economic slowdowns and most in need of small business capital and small
business development services.

Program performance by Nebraska microenterprise programs also compares favorably
to national standards. Based again on MicroTest data, Nebraska microenterprise
programs have:

Lower microloan default rates (1 percent; the national standard is at or below 7
percent)

Lower microloan restructuring rates (6.8 percent; the national standard is at or
below 12 percent)

Lower rates of loan portfolio at risk (6.5 percent; the national standard is at or
below 16 percent)

Lower operational costs (an organization’s cost to make new loans and manage
outstanding loans; Nebraska'’s rate is .26, the national standard is 1.4 or less)

Higher training course graduation rates (87 percent; the national standard is 75
percent)

Higher business plan completion rates (77 percent; the national standard is 65
percent)

Lower business development training and assistance cost per client ($602 per
client; the national standard is less than $1,800 per client)

These data demonstrate that Nebraska’s microenterprise programs not only reached
large numbers of the state’s population in need of capital and business training, but did
so in a cost-effective, efficient and successful manner. The high training graduation
rates and business plan completion rates are directly related to the low loan default
and risk rates—better trained and prepared business owners make for safer
borrowers. And this necessary training and technical assistance was accomplished at
a remarkably low per client cost.

Nebraska Microenterprise Funding: 12 Years of Succe  ss and Service

Since the Nebraska Microenterprise Act (LB 327) was adopted by the Legislature in
1997, the Nebraska Enterprise Fund has collected 12 years of data from microenter-
prise development organizations funded by state appropriations to the Act. These data
(as of June 2009) show:



State funding has directly financed 1,147 businesses in the state

State funding has resulted in nearly $11 million in business loans (through June
2009)

State funding has helped create nearly 2,000 jobs (an average of 1.7 jobs per
business that received a loan from state funds)

State funding has allowed nearly 23,000 Nebraskans to obtain business
planning training and business assistance (through June 2009)

Nebraska’s microenterprise programs continued this success in 2008-2009 (the state
fiscal year ending June 30, 2009). According to the Nebraska Enterprise Fund, 101
new business loans totaling nearly $1.3 million were originated during this period, and
nearly 5,100 people participated in business training and assistance (including nearly
2,200 new participants). Nebraska microenterprise programs used $597,750 in state
funds for operating costs (as pass through grants from the Nebraska Enterprise Fund),
or an average of $118 in state funds per training participant.

Microenterprise development services are not the exclusive domain of urban centers in
the state. During the 2008-2009 period microenterprise services continued to extend
their reach across the state. In the 2008-2009 fiscal year, businesses in 74 counties
had business loans, and residents in 92 counties participated in business training and
assistance.

Jobs, Jobs, Jobs

Microenterprises are major employers in Nebraska. In the 2009 MicroTest data, 63
percent of Nebraska microenterprises had at least one paid worker (not including the
owner). On average, Nebraska microenterprises included in the MicroTest report had
2.8 paid workers (not including the owner) and 1.7 full-time equivalent jobs.

Nebraska Enterprise Fund data from the state’s microenterprise programs reports that
microbusiness loans on the books as of June 30, 2009, created an average of 2.01
jobs per business. Participants in business training and assistance offered by the
state’s microenterprise programs created an average of 1.6 jobs per business. To
place these figures in a per capita context, we will compare Lyons, Nebraska, and
Lincoln, Nebraska.

According to U.S. Census Bureau 2008 population estimates Lyons has 858 residents
and Lincoln has 251,624 residents. Based on the Lyons population, the average
microbusiness would create jobs that represent one of every 536 residents (the 1.6
jobs per training and assistance) or one of every 426 residents (the 2.01 jobs per mi-
croloan). If a business created a comparable number of jobs per capita in Lincoln the
business would create between 469 and 591 jobs.

These figures have two important meanings. One, that relative to the state’s largest
populations centers, microenterprise development and microbusinesses create a
significant number of jobs in the state’s rural areas and small towns. In fact, small
business development is the most viable job creator and economic development
strategy in rural areas. Second, the figures show that small business development is
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an important contributor to the state’s economic and job future.
Services Across the State

State funds supporting microenterprise development are spread to all areas of the
state. As stated above, microenterprise services in the 2008-2009 fiscal year were
provided to residents of the vast majority of the state’s counties. The Nebraska
Microenterprise Development Act, therefore, is a statewide program, made possible by
a series of microenterprise development organizations throughout the state.

While Douglas and Lancaster counties naturally have the largest number of business
loans and business training and assistance, many other counties in the state have
significant numbers in these respects and much higher per capita figures. The charts
below outline the fiscal year 2008-2009 county data from the Nebraska Enterprise
Fund, and include those counties with highest number of loans and training
participants for the fiscal year.
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Chart 1. County Rankings, Active Microloans July 2008 - June 2009

Chart 1 shows, for example, that one in every 121 Brown County residents obtained a
microloan from a state supported microlender in fiscal year 2008-2009. Chart 2 on the
following page shows, for example, that one in every 34 Kearney County residents par-
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ticipated in business training or assistance in fiscal year 2008-2009.

County
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Chart 2. County Rankings, Microbusiness Training and/or Technical Assistance Participants,
July 2008 - June 2009

Conclusion

Analysis of Nebraska Enterprise Fund data clearly shows that small business
development is both a vital component of Nebraska’'s economic development and a
good deal for Nebraska taxpayers. Funding for the Nebraska Microenterprise
Development Act is a cost-effective means to create jobs and businesses in all parts of
the state. The 13 year success of the Nebraska microenterprise system is attributable
to the fact that funds are administered and delivered by non-profits, whose missions
are specifically focused on delivery of resources to microbusinesses. Funding to the
Nebraska Microenterprise Development Act creates benefits to individuals and families
through the facilitating of job creation and income producing strategies; it creates
benefits to communities and neighborhoods through the building of a strong business
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community and financially sound and self-sufficient members of the neighborhood and
community. As Nebraska continues to recover from the recent recession and build
stronger economies in its cities, towns, villages and rural areas, the Nebraska Microen-
terprise Development Act should continue to play a major role.
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