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INTRODUCTION

TheOffice of Small BusinegssistanceEconomic Development and Tourismthe Office of the
D2JSNYy 2N 2F GKS {GFGS 2F ¢SElFa O2yGNY OGSR 6AGK
conduct a Study of th€hallenges and Opportunities of Developing Small Businesses in Rural
Texas The Office of Small Business Assistapeeves as the principal focal point for Texas
entrepreneurs and small business owners and provides information and assistance relating to
establishing, operating, or expandingasiness in the Stat&his Study wasonducted pursuant

to the Office of Economic Development and Touflsén & ( I (spzishiNtRto pvdvide
effective education, training, management, technical assistaae@information and assistance
related to establishing, operating, or expanding snialkinesses Additionally, the Office
performs research, studies, and anagzof matters affecting the interests of small and
historically undeutilized businesses.

The intent of the Study of th€hallenges and Opportunities of Developing Small Businasses
Rural Texawasto provide the Office of Small Business Assistavite a greater understanding
of the small business landscape in rural Texhi Studyincludes statistical analysis; interview
analysisresourcesand best practices for thentrepreneurs; small business owners and leaders;
and local, regional, State, and Fedesedanizations thaserve the small business community in
the State of Texas

This studywasfunded in full by a Federal grant from the U.S. Department of Labor.
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EXECUTIVE SUMMARY

This report, created by Thomas P. Miller & Associates (TPMA), is intended to infoQffitee

of Small Business Assistance, Economic Development and Tourism in the Office of the Governor
of the State of Texasf the challenges and oppimities of developing, running, or expanding a
small business in rural Texas. The contents of the report include dys@naf survey, interview,
statistical research and engagement, economic impact analysis, an analysis of best practices,
and related apendices.

Business owners in rural Texas faemny of the same challengess small businesses
everywhereIn the postrecession era, marked liycreased use cdutomation,greater adoption

of eecommerce, higher healthcare costs, and increased industry consolidation, conditions are as
challenging as ever fosmall businessesln addition, the rural small businessese
communicated with for this report explain that they fackallengesspecific to their rural
contexts, including poor or norexistent broadband; difficulty accessing broader markets;
difficulty accessing capital; and receiving support fromvise providers. It isommon for small
businessedn Texasto express that the best way government casupport them is to limit
regulation and taxation as much as possible.

Business & Resource Provider Survey Summary

By surveying business and resource providd®BMA received input from 471 individuals.
Business representaeg chimed in from all corneref rural Texas including all 12 Texas
Economic Regionsas defined by the Texas Comptroller of Public Accounts
(https://comptroller.texas.gov/economy/economitata/regions). Turnout was particularly
strong in some of the legsopulated areas such as the Northwest, Southeast and High Plains
areas. Respondents also come from a wide variety of industries, with particularly strong
concentrations within Professional, Scientific & Technical Services; Construction; and Retail
Trade. Rsource providers surveyed include an array of public;promfit and privatelyoperated
entities that focus primarily on rural areas.

Issues small business representatives expressed the most concern over, and that state agencies
may be able to assistwiK Ay Of dzZRSY dGLYLINR@GAY3I ONRBIFROFYR AydS
respondents)pb SG 62 NJ Ay3d 6AGK LISSNR FyR LIR2GSYyaAalrt Odzai?2
customer/clients in urbanFEF & OAGA S&¢ oftpOIYra Adyt BINNIAYIRe) Y IXI §
FYR aholUlAyAy3a 7FdzerRded/rasponses, pihrticigantd igdic2ddStyong needs

for assistance with forms and policies; basic business education; finance and insurance
guestions; computers and IT training; marketing; and social mediatarssgs Despite these

needs, the majority of respondents indicate little awareness of or participation with workforce

and economic development providers. Of all respondents, 41% say they are not aware of any
such services, and 64% indicate that they haveenénteracted with such groups. Those that

have worked with such groups have most frequemtbrked with Small Business Development

Centers §BD{; Chambers of Commercand Community Colleges.

Related specifically to higher education, thlerality of respondents indicate that either there
are no providers in their region (6%) or that these institutions are not providing adequate
training for their industries (43%). Fields requiring th@st training include Manager®ffice &
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Administrative Support Woeks, and Computer/IT Workers. Other rndachnical skills were
emphasized as well including work ethic, workplace conduct, and communication.

Most rural small businesses have never attempted to receive outside funding. However, for
those that want it accessing funding is a major challenge. Of those surveyed, 37% have
attempted to receive funding, and yet just 24% have received it. Most of those looking for and
receiving funding are going to banks and lending institutions. Other popular sources of funding
include thefederal gvernment, and friends and family. Sources that arere common in

¢ S E lueb&n&areas (including angel investors, private equity and venture capital) are virtually
non-existent for rural small business owners.

More respondents feel there is good availability of commercial real estate than those who think
otherwise.A considerable number of respondent® not feel that commercial and industrial
space is affordable (349%it is worth noting in conjunction with thipoint howeverthat 17% of
surveyrespondentsoperate small businesses either out of their homeaba shared working
space.

Resource providers who resporttieo the survey raise many of the same conceasssmall

business representatives themselveshough resource providers emphasized workforce

challenges and access to capital to a higher degree. Also, resource providers note that
GFIAYyIkAYF REINBAOG SzNB ¥ F NINS | £ & €conlomidrdeppidert & 4 dzS F2 N

Statistical Analysis

As part of his study, TPMA completed a statistical analysis of rural Texas busih€ssmsll,

rural small businesses make up% of all employing businesses within the state of Texas and
provide 12% of all Texas jobs.2015, this meant that 1.2 million peoplerass the state were
employed by a small business in a rural ar@ad this number is growin@gmall businesses in

rural Texas employ more people than large businesses in rural Texas, and these two numbers
are divergingWhile employment in rural large busésses declined from 2015 to 2016, rural
small businesses contributed 7%adif Texas job growthlhese contributions have helped rural
Texas keep pacewithK S NXB &aid 2F ¢SEl aQ& R StOtralyinenpynieytS Y LI 2 &
has decreased from 6.6% in2ZDto 4.3% in 20171n addition urban businesses are slightly more
volatile in employment than those in rural areashi& more businessei® urban areas of the

state are starting and growing than in rural areansore urban businesses are declining and
closing than those in rural areas. The result afseéh factors ishat more rural businessdsave
stagnant employment figur@sneither growing nor decliningn annual employment figures.

In terms of business sectors, Accommodation and Food Seligithe nbst common category
for rural Texas small businesses. Rural small businesses in this sector employ 214,000 people
across the stateOther common sectors are Retail Trathealth Careand Social Assistance.
Despite the prevalence of these sectors throughite state, Texas aldmoasts of considerable

1 This analysis drew upon data sources such as the U.S. Census Bureau, The Bureau of Labor Statistics,
and Economic Modeling Specialists International (Emsi). Full citations are available in the main body of

the report.
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industrydiversityin its rural areasinthe West Regionthe Mining, Quarrying, and Oil and Gas
Extraction sectoemploys the most people of any rural small business sector.

Lastly, TPMA completed an economimpact assessmenmtf the contributions rural businesses

make to the stateln addition todirectlycontributing12% of all Texas jobsiral small businesses

indirectly contribute an additiondl7% of jobs to the state, bringing their total impact to riga

3 million jobs.These businesses are also responsible for $1i4i®n in earnings, @44 billionin

economic output, and $25Billionin gross domestic productor each of these categories, rural
avylrftt odzaaySaasSa O2yiUNROdzGS Y2NX GKIFIYy wm: 2F (K

Small Business and Resource Provider Interview Summary

TPMA conducted Hperson interviewswith small businesss in rural communitiesand phone
interviews with resource providets better understandissuesand opportunitiesin a ruralcontext.
Small business interviews occuriadgach of the 1ZEconomic Bgions of Texasith a group of leaders
representing diverse business&e following sumnrg cataloguedopics of importance emphasized
by small business leaders and resource providers.

Small Business Culture in Rural Texas

The small business culture in rural Texas is one that champions independence. Respondents were
proud of operating irsmall towns or rural communities amdplained thatoperating in rural Texas
facilitated the opportunities for strong local business networks and customer |oyatther,almost

all respondentexplained thatheir market reach was limited to their loaal regional communities.
However, afew respondents explained that they had previouskported theirgoodskervices into

other regional markets in Texas or even outside the sR¢spondents explained thabnstriction of
business expansiondsie mostlyto workforce shortagesather than other factors.

Government

The responses regarding government diffebedweensmall business leadeasnd resource providers.
Mostsmall business leaderssponded that they rarely or nevaskedfor supportfrom local, regional,
state, or federakntities. Theimpreference was for limited government interacatjdess regulations,
and reduced tax burdanparticularly regarding property taxeResource providennostly indicated
better infrastructure particularly woadband would enhance the ability for small businesses in rural
Texas to compete.

The small business leadesho did havegovernment interaction on specific issues or opportunities
were mostly satisfied with their municipal or county governmeatgncies Though there were
severalone-time issues identifiean the statelevel,thosewho mentioned these issues indicatéte
State was responsiyicluding the Office of the Governdtlearer guidelinesrdetter resourceson

the statelevelfor compgiance vere requested Finally,severalrespondents explained some federal
policies haveconstricted their businessSpecific issues cited wemegulations on coal and the
Affordable Care Act.

Workforce Limitations

Workforcewas a big issue for many smialisinesses interviewed and resource providers echoed
these concernsSeveral importantworkforce limitations for small businesses in rural Texas
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include a lack ofaccessto broadband and other technologywhich would enable better
workforce trainingand/or community and technical college education. One of the biggest issues
expressedy intervieweeds thatsmall businesses are losing skilled workforchitgherpaying
opportunities in the oil industryparticularly during oil boom periods.

Entrepreneurisn

Surprisingly, very few small business leaders responded to questiang the needs of start

up businesseslt is unclear why, but possibilities could include a lack of need coupled with lack
of awareness oéntrepreneurial resources, lack of accesshe resourcesand the independent
spirit previously discusse@onverselyresource providers were much more vocal on the topic.
Resource providers explained that access to cgptaladband infrastructure, and enhanced
business acumen wereery important to expand opportunities for small businesses in rural
Texas.
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SURVEY RESULTS ANBARY
SurveyOverview

TPMA fieldedh survey within the state of Texas betweldovember 8 and November 20 of 2018.
TPMA designed a single survey instrumwhichappliedto both small businesses and resource
providing organizationsvith an initial filtering question that directed respondents down either
of these two pathsin the fall of 2018 ¢ t a ! Q &desiginddtRiefsurvey questionwith input
FTNRY (KS ¢ SEOffite. D2 GSNY 2 NQ &

Theaverage time for users to complete the questionnaire was 7 minutes, andbB8%se who
opened the survey linkully completed it.The survey garnered gross total o722 responsesA

total of 76 responses were excluded because the respondent was neither a small business
representative nor a resource providing organizati@i.small business repsentatives, 157
respongeswere excluded because respondents did not provide a location, the looatsrin an

urban areaor the location was outside the state of Texas. Following these adjustmiEnisA

was left with a sample of 336 vabdsiness representativeesponsesAmong resource providers
whoresponded just 18 wereexcludedafter respondentsndicated that they do notervea rural

area leaving a total of 135 valid responses. In to&B1 of the collected responses were
disregarded for one of the reasons listed above, leaving a samh@lél respondents.

For each question of the survey a

graphic is displayed that contains th Figure 1. Category of Respondents
percentage of responses along with &

Gb=é  delirks®riKs the count of N =471
survey respondents whanswered and
did not skip the given questiofo keep
this section brief and impactfujust the
charts associated with each surve
guestion are displayeih the body of
this report Detailed dta tablesfor
each question are contained in
Appendix A: Detailed Surve
ResponsesLastly, in the body of this
report, some of the questions havi
been truncated to make for a more
readable narrative. For readers wh
desire to see the original questions i« | am an entrepreneur or represent a small business (<11
context, afinal version of the survey it employees).

included in Appendix B: Surve =l representa resource organization for entrepreneurs,
Questionnaire startups, and small businesses.
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Small Business Survey Analysis

Following thanitial questions, the survey splits into a series of questions direetdkr toward
small business representatives or resource providers. This section summarizes and analyzes
responses by small business repnesgives.

The order of presenting the survey output is basedana ! Qa N¥ GAy3 2F St OK SO+
A & & iap@tanceaccording tothe survey respondent Issues are presented in the following

order: General Information about Businesses; Rating Critical dssAnailability & Use of

Services; Availability & Use of Funding; @winmercial Real Estate

General Information about Businesses

As indicated in Figurg small business survey respondents are well distributed across the®state.
There are notablelusters of responses on the outskirts of major cities, for example, the areas
to the northwest of Austin and San Antonio (such as Boerne and Burnet) were particularly
responsive. The ZIP codes analyzed in this analysis include areas designated asl thidean
RSaA3dyl G§dSR | &b Rurallatds confpdsé 51 RMzNflall responses and partially rural
areas compose the remaining 48.8%s shown in Figure 3,nalyzed according to Texas
Comptroller Economic Regions, input was received from each of 2heedions. Metroplex,
Alamq and Capital were the highest. Perhaps more notable, however, is that several of the rural
Economic Regions, namely, Northwest, Southeasd High Plains provided greater than 5% of
the survey sample, despite each having a gapan o less than one million in 2017.

In terms of industry, survey responderastee from a wide array of industries (see FigdyeThe
industry options provided correspond with the sector leveli@t) North American Industrial
Classification (NAICSystem. At least one response is provided from each of the 21 industry
sectors. The most common sectors include Professional, Scientific, & Technical Service, which
accounted for 12.9% of responses; Construction (12.6%); and Retail Trade (8.4%).

The ovewhelming majority of respondents expect moderate employment growth over the next
three years py @132 aSt SOGSR dam: G2 wmm: Y NHagydanodhgrd IANR 4
guarter anticipated above average growth, while 8.7% anticipate very strong grow@%obp

greater. Conversely, just 6.2% project employment loss.

As demonstrated in Figui®@ businesses in rural areas are highly likely to own their own space.
Nearly half of all respondents indicate ththiey operate out of a building the business owns.
Another third of respondents either rent part of all of a buildildout a sixthof busineses
surveyedclaim toneither own nofdease any real estate (15.5%) and a very samatiuntoperate

out of a ceworking place (0.9%).

2¢t a! Qa Ay G SNILINShased dnzhg twh ratingINBl Meridcdledquestions, namely, Questions

17 and 18.

3Each dot represents one individual survey respondent, whose location has been randomized within the
boundaries of their zip code. Some dots appear within urban areas bcaisKS NX alLl2 yRSy (i Qa

includes both urban and rural places.
Page| 8
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Figure2: Location ofRespondents
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Figure 3: Survey Responses by Texas Economic Regions
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Figure4: Main Industry of Survey Respondents

N =334
0% 10% 20% 3UY0
Professional, Scientific, & Technical ServicEE T = 12.0%
Construction N 12.6%
Retail Trade n——— 3.4%
Agriculture, Forestry, Fishing, & Huntin g 7.5%
Health Care & Social AssistanCa— 7.2%
Other Services mu— 7.2%
Real Estate & Rental/Leasin gl 6.6%
Finance & Insurance mmmm 6.0%
Food Services & Drinking Placosmmmmm 5.7%
Management. of Companies/Enterprisc Bl 4.5%
All Other Industries I ?1.6%

Figure5: Respondent@Anticipated Level of Employment Growthkeédthe Next 3 Years

N =322
0% 20% 40% 60vo0 BUY0
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0% to 10% employment growth|j | GGG 5.7
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-21% or more workforce contraction\ 0.3%
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Figure6: w S & LJ2 y RrngriBiidinesd ocation

N =363
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0
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Shared space (i.e.: coworking spac

! 0
incubator, or accelerator) f 0.9%

Page| 11



CHALLENGESOPPORTUNITIES OWBEOPING SMABUSINESSES IN RUREXAS
SUBMITTED BY THOMRSMILLER & ASSOCHES, LLC

Rating Critical Issues

Respondents were asked several questions about identifying the most important issties to

success of their businesses. Both questions provided an array of fixed sespwith options to
aStSO0 FNRY dl A3FKEe {ATFYAFAOFIYyGk+SNRB LYLIRZNIIYQ(E
Figures7 and 8 the responses are displayed according to those with the highest average
response rate in terms of importanéeRespondents we alsoallowedto provide additional

feedback on the challenges and opportunities of starting and growing a small busirresal

Texas.

Results indicate that small businesses in Texas are more concerned with their own business
performance and profitatity than they are with external issues. Closely following such
concerns, howeverespondentsndicatetaxes and regulation have a significant impact on their
businesses. The single most significant infrastructure related issue is broadband, which rated
highly in both Critical Issues questio@ninsidering the attention that workforce issues receive
nationdly, it is remarkable that none of the workforcelated options ranked in the top five in
significance for small businesseStill, workforce clearly isimportant for such businesses,
evidenced by the fact thahore than 40% of respondents mention thatilé&/capabilities, cost

and quantity of the workforce are highly significant to their businesBeg the order of priority

in responses indicates businesses are more concerned with broadband than they are with
workforcerelated issues. Another theme agqent in the Critical Issues questions is that rural
business representatives are eager for more opportunities for networking and connecting with
both peers and customers both in their areasdin the urban areas of Texas.

The firstCritical Issuegueston is designed to elicit information about general business issues,
whether or not economic development groups have solutions and programs to assist with such
needs. As shown in Figure the most significant business issue is Profitability, which 88f1% o
respondents rated as significant (either Highly Significant or Significant). Rounding out the top
FADGS NXaLR2yasSa NS aDSYSNIfyyoOMEST O2YVRS0OA2FAKI
0dzaAySadé oynado>0T ! GAfAGIASBRONRI REAOIRE YSY T ONK
(79.6%)L a&ddzSa 2F (GKS tSFad aaAayiAFAaAolryOS AyOtdzRSR a
2y Y@ o0dzaAYBHREADHOOSOEAVIE2Z2 Sldzaide LI NIGYSNBRK2NALY
The secondCritical Issuequestion, interpréed in Figures, relates to topics that state and local

economic development groups customarily address via business assistance programs (e.g.:
infrastructure, buildings; funding, networking, etc.). Respondents identified the following issues
asthe mostYLI2Z NI yid OSAGKSNI +SNEB LYLERNIIFIYd 2N {2YSsK|
AYGSNYySi F00Saa¢ oycom>0T bSG2NJAy3a 6AGK LISSN
G/ 2yySOGAYy3I 6AGK OdzaG2YSNKk Of ASyGa  (AigensimNand y ¢ SEI
f S3l f FROAOSE O6T1TcdT2 0T | yBY fad thed l@dstAsignificant iSsueyiR A y 3 ¢

G{SttAy3 AYyGSNYylGAZ2Yyl ftesé 6KAOK o6& NIGSR & A

5 For Figure 7, responses are coded as follows: Highly Significant = 5; Significant = 4; Neutral = 3;
Insignificant = 2; Completely Insignificant = 1; Unsure = 0. For Figure 8, respomsesied as follows:
Very Important = 4; Somewhat Important = 3; Somewhat Unimportant = 2; Not Important= 1; Unsure =

0.
Page| 12
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Within the openended comments, respondents raised a number of issues, some of which closely
correlate with the other two Critical Issues guestions, and some were unique. To produce the
22NR [/ f2dzR Ay CAIdzNS P ¢t a! Q& seyof dod@moi then@2 RS R NI
Terms larger in this image received more attention from respondents. The most common themes
include access to capital and credit; lack of skilled workforce; lack of workforcestihack over

regulation by state and federal authogt;andcompetition from larger businesses. In a handful

of cases, respondents indicated that they felt a lack of support or attention from state and local
agencies, despite efforts to connect with these entities.

Figure7:w S a4 LJ2 y R S y (i aMost Signifidant Busine8sfissues

N=274

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

Profitatoility N

General market conditions/the econo ) — S N N
Effect of taxes on my busines S R
Utilities/Broadband |1 ———— N —

State and local government regulatio 5 — S
Skills/capabilities of workforce I S S

Cost of workforce: | IS S

Quantity of eligible workers | S

Federal Government rules and regulatio i N S ‘"
Competition from other companie s IS S S|
Complexity/Number of Required Forms/Filing/ i S
Access to credit IS N |

Infrastructure | N |

Access to industry expertise/coachin S |

Housing I o n
Access to equity partners/organization S ]
Effect of tariffs on my busines = |
Immigration issues I 1
m Highly Significant m Significant ® Neutral Insignificant ® Completely Insignificant mUnsure

Page| 13




CHALLENGESOPPORTUNITIES OWBEOPING SMABUSINESSES IN RUREXAS
SUBMITTED BY THOMRSMILLER & ASSOCES, LLC

Figure8: wS & LJ2 y RS y (i & @st Signifidayt EGonomi€ Dewvelopment Issues

N=273
0.0% 20.0% 40.0% 60.0% 80.0%  100.0%

Improving broadband internet acces i NEENEGEGEEEEEEEEEEEE Y
Networking with peers and potential customers/client Sl I
Connecting with customers/clients in urban Texas citi S IINININEIENEGEGEGEEEEEEEEEEEEEEEES |
Permitting, licensing, and legal advic i S 1
Obtaining funding I |
Industry specific training [ I IEGcGTGTNTNEGEEGEEEEEEEEEE S |
Space for running my businesSlIIEIEGGEGGEGEGEGNEGEEN |

DSySNI ¢ FREAOS I yR O NN NS I <
Expansion or relocation of business operatio/ GGG B
Access to expensive industrial equipme il |

Selling internationally | I NEEEE

m Very Important ®m Somewhat Important ® Somewhat Unimportant m Not Important m Unsure

Figure 9w S 3 LJ2 y QeyeindeddFeedback on Additional Business Issues
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Availability & Use of Services

Questions related to thavailability and use of services are focused on awareness and use of
higher education partnerships, workforce development serviaad resource providersrhere

is a clear concern from survey respondents that rural areas do not receive adequate workforce
training or economic development attentio@f all respondents, 41.3% indicate that they are
not aware of any workforce and/or business development related services available in their area
(see Figure 11). Following this response, the most visible serai@kble to respondents
include Community Colleges; Small Business Development Ceg8Bi3Cs) Chambers of
Commerce and Universities. Interestingly, just 16.7% of respondents are aware of a local or
regional economic development office. Participatiothwesource providers follows similarly to
awareness of those providers. The majority of respondents have not participated in or accessed
any workforce development or businesslated services (64.0%). The most frequently utilized
resources include SmaBusiness Development Centers (18.8%); Chambers of Commerce
(16.8%); and Community Colleges (12.3%).

Relatedto higher education, a larger number of respondents stated that they disagree than
FANBS gAGK GKS adFadSYSyid ac¢KS regiandpkoSid adegudad® | (A 2 y
GNIX AYyAy3 F2N Y& Ay Rdza i NESee Bigure LO)Whén2abldBd t@ describe ® n’z
occupations with the greatest needs, respondents provide a wide variety of responses across 15
different categories.As shown in Figurd3, the most frequently selected options include
Managers (40.7% of respondents); Office & Administrative Support Workers (30.4%); and
Computer/IT Workers (38.4%). Transportation, Manufacturing, and Healthcare workers were the
least frequently selected,ut this is likely a function of the industry categories of small business
primarily being in professional services, construction, retail, and agricullnrepenended

responses, survey participants focused on the needeftucation in the skilled tradeg.g.:

HVAC, Plumbing, Electrical, etc.). There is also a pervasive call foraneralgducation and

soft skills (e.g.: work ethic, communicatiamrkplace condugtetc.)

The second operended question in this set is focused not just on education flaltls that
resource providers could strengthen in general (see Figure 15). Many respondents provided
similar input to the operended question about higher education. But, in this case, respondents
also focused on many continuing education topics for Etmadiness operators and employees.
Common responses include Finance/lnsurance Education; Computers/IT Support; Business
Education; Marketingand Social Media assistance. Responses to this question also reinforced
those displayed in Figure 9 with a calt §reater assistance and support for small businesses in
rural areas with issues like permitting, licensing and paperwork, as well as a regular call for less
regulation, in general.

6 For the purposes of summarization Strongly Agree and Agree are added together, as are Strongly

Disagree, and Disagree.
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Figure 10: Level of Agreement with G ¢ KS KA I KSNJ S Rnuady régiof grovikle/ & G A G dz
adequate training for my industs/
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Figure11: Awareness oMWorkforce Developmentor BusinessRelated ServiceéSelectAll that

Apply):

N =300
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L FY y20 gl NBE 2 Tt 3% S 4 3
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Small Business Development Center/SCORSEE 27 .0%
Chambers of Commerccllllllllll 25.0%
Universities I 20.7%
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Local Workforce Investment Boardmmml 8.0%
Procurement Technical Assistance CentEill 4.7%
Incubator or Accelerator l 4.0%

Other (please specify) @ 4.0%

"Pleasendd s TFT2NJ GKAAa FyR 20KSNJ[A]1SNI adetsS ljdzSadrazya NS
from these charts. For this reason, the percentages listed in the figure do not total to 100%.
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FHgure 12: Participation in Wrkforce Developmentor BusinessRelatedServicegSelect Alkhat
Apply)
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Figurel3: Occupationdor whichit is Difficultto Hire Skilled WorkerSelect All That Apply)
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Figurel4: w S & LJ2 ¥ R S yeihdeddFebdba8ky/o8kills that Need to be Strengthened by Higher
Education Institutions.
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Availability & Use of Funding

Questions in this section address issues ralate availability and use of funding. TPMA cast a
wide net on the topic of funding in not specifying whether funding refers to equity funding (such
as venture capitalists or angel investors) or debt funding (such as hadkke SBY). In many
cases, suckssues are not understood in detail byral business representatives, as they instead
2LJG F2NJ ASYySNYXf GSNya adzOK Fa aOFLIAGET g

Responses to this set of questions point to a significant gap in funding opportunities for rural
businesses acro§exasThosewho have received funding have overwhelmingly received it from
banks and lending institutions, while other vehicles for capital are few and far betveéme

same time a fairly large proportion of respondents indicate little knowledfer interest inthe

topic.

When asked to indicate if their businesses need outside funding, a higher proportion agree than
those who disagree, 40.5% compdr 30.2%see Figure 16). However, it is noteworthy that a

j dzI NI SNJ 2 F | f f NS & LJ2 ¥ R S § duéastioNJAs sapwhRnSARjuré 37 SvdzénNJ- €
that question is pivoted to the topic of accessibility of funding, the balance of agreement is
flippedt 32.3% of respondents agree or strongly agree, whereas 27.3% disagree or strongly
disagree. On this question,agat A G A& y20S¢2NIKe GKIFIG Huop: 27

The majority of companies surveyed have never attempted to receive outside funding. However,

the proportion of those who have actually received outside funding is lower than the proportion

of those who have sought it out. This indicates that many businesses have sought out funding

and been unable to secure it. As shown in Figures 18 and 19, 37.4% of respondents have
attempted to obtain outside funding, yet just 23.9% of respondents have retévBy far the

primary source of funding is banks or lending institutions (92.1% of resgondistantly

followed byfederal governmentand friends & family membersee Figure 21). When asked

about attempted sources of funding, banks and lending timgtins are again ranked first (see

Figure 21). In looking at the difference in response rates for these two questions, the funding
avenues that are less likely to be successful are apparent. The most notable differences between
successful funding and attepted funding include individual investors; venture capital; and-non
profitlendersLy O2 YL} NRaA2y (2 ¢ta! Qa HamTt NBLRZ2NE 2y a9
which focused on staitip businesses across the state, itis clear that rural businesses have fewer
2LIGA2ya FT2N Fdzy RAy3 GKFY (GK2&S AYy dzNBFY | NSIad
had received funding from banks or lending institutiowbereas options such as friends and

family members; and individual investors, were far more common. Lagsthsidering the
pervasiveness afapital investment activity in urban areas of Texas, it is noteworthy thedta
combined21.4% of respondents aimpted to work with venture capital, private equity groups

or angel investors.

O

8¢K2Yla td aAffSNI 9 ! 3a20AF0Sax a9y INSLINSY SdzNRA I 9
(December 29, 2017).
9Please note, this value cannot be inferred from the information in this report because it duplicates the

individual respondents who sedeed more than one of the listed options.
Page| 19



CHALLENGESOPPORTUNITIES OWBEOPING SMABUSINESSES IN RUREXAS
SUBMITTED BY THOMRSMILLER & ASSOCES, LLC

Figurele:[ S@St 2 F | 3 MPBbasindss fieeds buiside finangih
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Figurel7: Level of Agreement withiOutside funding is accessible to rural busineg&s@sy region
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Figurel& wSa L2 yRSy(GaQ 9FF2NlL4EA G2 wSOSADS hdzi aARS Cdzy
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Figure200wSa L2 YRSy (14 Q {2dz2NOS 2F CdzyRAY3
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Commercial Real Estate

The survey to rural small business representatives inquired about both the availability and cost
of commercial and/or industrial space. Related to availability, nearly 50%spbndents
indicate that adequate space is readily availapt6.9%)while 28.3% disagree or strongly
disagree (see Figure 22). Responses are less definitive related to cost of real estate, with 36.4%
indicating they are able to afford available space, while 34.4% indicate that they disagree or
strongly disagree (see Figure 23).

Thouwh this issue is certainly significant to many businesses, it is worth pointing out that in
comparison to other issues raised throughout this survey, real estate is of lower priority to most
than broadband internet, workforce availability, aaslsistance pwing and scaling businesses
(see Figure 8 above).

Figure22: Level of Agreement withd bmmercial or industrial space for my business is readily

availableg
N =347
40%
35.4%
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Figure23:[ S @S ¢
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Resource Providers Survey Analysis

As previously explained, the survegparatelyaddressessmall business representativesd
resource providers. This section summarizes and analyzes respongesobyce providers who
focus onpartly or entirely on serving rural aredske the small businesses survey, the order of
information presented in this section is not the same as thgioal survey but has been
reordered according to level of significance for this analysis. The two groups of questions
analyzed include General Resource Provider Information and Rating Critical Issues.

General Information about Resource Providers

Of resouce provider respondents to the survey 46.4% are publicly funded; 40.0% are non
profits; and 13.6% are privately operated (see Figure 24). As shown in Figure 26, most resource
providers (57.3%) spend the majority of their time servicing rural clients buf ahem also

offer services to urban clients. The most common services offered by respondents include
economic development; business coaching; and networking (58.6%, 36.0% and 32.4%,
respectively), see Figure 25.

Figure24: Category of Respondents

N =110

» Non-profit (including public-private partnerships)
» Private
= Public (fully state or federally funded)
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Figure25:wSa L2 YRSy (14 Q aSiK2R& FT2NJ ! 33aAadANy3a {YFft . d
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Figure26: Percentage of Clients that are Rural Small Businesgbs Past 12Months
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Rating Critical Issues

Similar to small business representatives, TPMA asked resource providers to indicate the most
critical issues for rural small businesses through a series of questions. For these questions,
survey respondents were asked to consider what issues they dedalinviderving rural small
business clients. Therefore, the responses are quite similar to those indicated by small business
representatives. However, the input of service providers can be a helpful parallel perspective to
business operators, as such persehare often required to see issues at a macro level and look
for common needs and themes in their conversations with clients.

As shown in Figure 2The most significantissuésra YI f f o6dzaAy SaasSa AyOf dzR
workers at an affordable rafe¢ G! OO0Saa (G2 OF LA G f ZAmongifdies
that aref Saa AYLIRZ2NIFyd G2 Y2adG AyOftdzRS a! 00

a
O2YYdzyAille 2F 20KSNJ odzaAySaa 26ySNWPE 2KSYy |al1SR i
(FiguS Hy 0> GKS (2L G2 NXaLl2yasSa NS g2NJ] F2NOS
G2NJ] F2NOSZ¢ YR ahdzi YAINY GA2Yy 2F @2dziKoég { SHSNI

YIEYStes a! 3AYyIkKAYFRSIljdzl S Ay FNI ad NdepidgdamiStie | Yy R &
survey of business representatives, lack of commercial real estate and-sbadglsites is a less
important issue, for most.

Openended responses to theequest todescribe any other issues impacting small businesses

in rural Texasyielded largely the same responses listed elsewhere in this report, though
resource providers at times emphasized the lack of budget available to reach rural audiences
(Figure 29). Interestingly, the issues that resource providers felt most unable to addedssd ar

by some of the same programs that rural small businesses most request through the small
business survey, including Business Resources ¢eworking space, support systems, printers,
etc.) and broadband. Other issues frequently cited include itrirature and skilled workforce

(see Figure 30).
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Figure27.wSa L2 yRSYy (14 Q wltylAy3 2F L&d&dz2S&d LYLI OGAy3
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Figure29: wS 4 LJ2 ¥ R S ydhde@ Febdbitl o®ther Issues Impacting Small Businesses in
Rural Texas
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STATISTICAL ANALYSIS
Summary Statistickor Rural Texas

Rural small businesses make up 23.8% of all employing businesses in the state of Texas.
Throughout rural Texas, therare approximately 137,667 small businegsdefined as
businesses with between 1 and 99 employé€dn addition to these businesses, there are
559,222non-employerestablishmentsn rural parts of the stateNonremployer establishments

are businesses that do not have paid employees but do pay income tax. The ynafjalitnon
employer businesses are sole proprietor8ased on these figure24.5% of small businesses

and 24.8% o&ll Texasion-employers are in rural places.

Figure 30: Urban and Rurémall Businesses as Figure 31: Urban and Rural ¢
Percentage of all Texas Employer Businesses Percentage of Noemployers

P — 97.2%

= Large Businessm;Urban Small BusinesssRural Small Businesses = Rural = Urban

Figure 32: Percentage of Employment by Business Cate! The 137,667 small businesses in

rural parts of Texas employ an

estimatedl.2 million people, for
an average of 9 people per
m Large Businessem Urban Small Businessem Rural Small Businesses

business.In comparison, small
businesses in udn Texas
employ an average of 10.4
people each, for a total of 4.4
million employees.Altogether,

rural small businesseprovide

12.4% of Texas jobs.

10 Estimated from U.S. Census Bureau. (2016.) County Business Patterns. In situations where counties
include both urban and rural places, business counts are allocated based on the percentage of all jobs

within ead county that are in urban and rural places.
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Figure 33: 2015 to 2016 Employment by Business Location and Category
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Between 2015 and 201&mploymentin Texas increased slightly. In 201bere were 986

million jobs in the staté! In 2016, thistotal rose to 9.99 million. The maijity of this growth

came from urban small businessdsllowed by urban large businessesd finally rural small
businesses. Total jobs at large businesses in rural areas declined by nearly 23,000 from 2015 to
2016.Thus, whilerural small businesses grein employmentjob changes at large businesses
caused rural parts of Texas to decline in employment ovdradise changes are shown in Figure

35. Overall, rural small businesses contributédd% of all Texas job growttwhile non
agricultural small busesses contributed 7.5% of all Texas job growth.

Figure 34: Employment Change in Urban Rudal Texas, 2015 to 2016

Rural Small Business Rural Large Business Urban Small Business Urban Large Business
108,303

39,604

L

(22,979)

Employment Change

The geographic distribution atiral job changes is shown in Figurb. Rural joblosses were
more likely to occur in areas with significant Oil & Gas, Utility, and Manufacturing sector
employment with manufacturingmaking the biggest contribution tgob losses at large

1 U.S. Census Bureau (2015). County Business Patterns.
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businessesiIn contrast job increases were more likely to occur in areas with emphasis on
Professional, Scientific & Technical Serviéesommodation and Food Services; &mdane &
Insurance sectors thatconsist predominantly of small businesses in rural Texas.

Figure 35: Job Changes by County in Rural Texas, by Small and Large Busin6462015
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Across Texas, the unemployment rate has been dropping steadily in recent i#eavever,
unemployment islightlylowerin urban areas than ruraln rural Texashe unemploymentate

has declined from 6.6% in 20134% in 2017Meanwhile, ithas decreased from 6.1% to 4.2%
in urban Texas over the same perid.

Figure 37: Unemployment Rate in Urban and Rural Texas, 2013 to 2017 Avnersjes

6.6%

4.9%
4.3% 4.5% 4.2%
2013 2014 2015 2016 2017

Urban Rural

2Bureau of Labor Statistics. (2018.) Local Area Unemployment Statistics.
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Comparison of Urban and Rural Business Growth and Decline

In 2015, there were approximately 12,824 new businestablishments in rural parts of Texas.

This represented 10.0% of all establishments in rural parts of the state. In comparison, 11.0% of
all urban business establishments (42,789 establishments) were startup establishrbastd

on the number of establishents in their first year of operatioli.In rural Texas, these
businesses employed 99,112 people, or 5.1% of all rural employees. In urban Texas, these new
establishments employed 5.2% of employees. On the other hand, business closure rates were
slightly bwer in rural places than urban parts of Texas. In rural Texas, 8.7% of all establishments
closed in the year leading up to 2015, while in urban Texas 9.2% of all businesses closed during
that time period. Table 1 demonstrates outcomes for Texas businasseban and rural places
between 2014 and 2015, including the number of establishments whose employment declined,
stayed stagnant, or grew during that ye&ease not that thesenumbers refer to all Texas
businesses, not jusgmall businesses.

Table 1: Performance of Establishments Already in Existence in 2014

Closed Declined Stagnant Grew
Rural 8.7% 25.1% 38.5% 27.7%
Urban 9.2% 25.2% 36.8% 28.7%

Small Business Exporting

Anecdotally, very few of the rural small business owners who were interviewed or surveyed in
this study mentioned exporting as an important parttbéir businesslinstead, thesesmall
business leaders were more focused on marketing their prodnaisbhan areas within the state

of TexasDespite this, statistics suggest that as many as 80.0% of exporters within Texas are
businesses with less than 100 employé&tldnfortunately, due to discrepancies between state
and metrclevel data, it is impossible to estimate whether exporting is moesadent in urban

or rural areas.

Small Business Sectors by Region

Ruralsmall businessegrovide jobs in every industry sector Texashut their top employment

sector is Accommodation and Food Services, with approximately 214,000 small business
employees. This is followed by Retail Trade (192,000 employees) and Health Care and Social
Assistancg152,000 employees)The tables below detathe top five small business industry
sectors in each of th&2 TexasComptroller Economic RegioffsFor the most par sectors in

each of these regional rankings follow those of the rural businesses across theistaiding
Construction and Other Services in addition to those listed above. HowtherMining,
Quarrying, and Oil and Gas Servisestorranks among the top five inthe Northwest and the

B3U.S. Census (2018). Statistics of U.S. Businesses2P054SUSB Employment Change Data Tables. By
County.

14 Office of Trade and Economic Analysis (OTEA). (2015). Metropolitan Area Exporters to Select World
Regions. Retrieved from tse.export.gov/EDB.

15 Texas Office of the Comptroller (2018). Regional Economic Data. Accessed at:

https://comptroller.texas.gov/economy/economitata/regions/
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West regions, and the Transportation and Warehousing sector ranks in the top fiveSoutte

and Upper Rio Grande regions.

Table 2: Top Rural Small Business Sectors in Alamo Region

Industry Sector
Accommodatiorand Food Services
RetailTrade
HealthCareand Social Assistance
Construction

Other Services (Except Public Administration)

Table 3: Top Rural SmBlisiness Sectors in Capital Region

Industry Sector
Accommodatiorand Food Services
RetailTrade
HealthCareand Social Assistance
Construction
Other Services (Except PubAdministration)

Table 4: Top Rural Small Business Sectors in Central Region

Industry Sector
Accommodatiorand Food Services
RetailTrade
HealthCareand Social Assistance

Other Services (Except Public Administration)

Construction

Jobs

18,955
15,553
12,743
9,759
8,053

Jobs
13,053
10,697

8,244
6,141
4,998

Jobs

15,589

14,536
10,723
6,907
6,594

Table 5: Top Rural Small Business Sectors in Gulf Coast Region

Industry Sector
Accommodatiorand Food Services
RetailTrade
HealthCareand Social Assistance
Construction
Other Services (Except Public Administration)

Jobs
29,389
24,108
19,105
13,109
12,200

Businesses
1,250
1,811
1,239
1,407
1,303

Businesses
836
1,167
832
971
844

Businesses
992
1,607
817
1,172
925

Businesses
1,631
2,521
1,818
1,613
1,699
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Table 6: Top Rural Small Business Sectors in High Plains Region

Industry Sector Jobs Businesses
RetailTrade 11,621 1,296
Accommodatiorand Food Services 10,833 743
HealthCareand Social Assistance 7,723 745
Construction 6,295 770
Other Services (Except Public Administration) 5,881 1,114
Table 7: Top Rur&mall Business Sectors in Metroplex Region

Industry Sector Jobs Businesses ‘
Accommodatiorand Food Services 53,111 2,862
RetailTrade 41,487 4,343
HealthCareand Social Assistance 35,585 3,604
Construction 23,329 3,049
Other ServicegExcept Public Administration) 21,157 3,041
Table 8: Top Rural Small Business Sectors in Northwest Region

Industry Sector Jobs Businesses ‘
RetailTrade 8,489 1,092
Accommodatiorand Food Services 7,537 604
HealthCareand SociaAssistance 7,000 596
Other Services (Except Public Administration) 4,207 852
Mining, Quarryingand Oiland Gas Extraction 4,048 506
Table 9: Top Rural Small Business Sectors in South Region

Industry Sector Jobs Businesses ‘
Accommodatiorand Food Services 17,874 1,211
RetailTrade 16,533 1,672
HealthCareand Social Assistance 13,924 1,181
Transportationand Warehousing 5,432 615
Construction 5,381 670
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Table 10: Top Rural Small Business Seaidd®utheast Region

Industry Sector Jobs Businesses
RetailTrade 16,430 1,702
Accommodatiorand Food Services 13,427 810
HealthCareand Social Assistance 12,559 1,171
Other Services (Except Public Administration) 6,897 1,114
Construction 6,255 734
Table 11: Top Rural Small Business Sectors in Upper East Region

Industry Sector Jobs Businesses
RetailTrade 20,675 2,374
Accommodatiorand Food Services 20,523 1,264
HealthCareand Social Assistance 17,781 1,516
Construction 9,728 1,271
Other Services (Except Public Administration) 9,493 1,645
Table 12: Top Rural Small Business Sectors in Upper Rio Grande Region

Industry Sector Jobs Businesses
Accommodatiorand Food Services 4,161 257
RetailTrade 3,174 305
HealthCareand Social Assistance 1,981 181
Construction 952 131
Transportationand Warehousing 894 99
Table 13: Top Rural Small Business Sectors in West Region

Industry Sector Jobs Businesses ‘
Mining, Quarryingand Oiland Gas Extraction 10,583 816
Accommodatiorand Food Services 9,684 640
RetailTrade 9,177 949
Construction 5,336 597
HealthCareand Social Assistance 4,901 433
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IN RUR EXAS

Rural Small Business Economic Impact Analysis

Small businesses in rural Texas provide significant economic contributions to the resstatehén
addition to thel2.4% ofTexagobsprovideddirectly by rural small businesses, these businesses also
provide8.9% of alemployee earnings, and 10.18ball economic output within the statélowever,
each of these economic activities has ripple effects throughout the $tateexample, each item sold
by a small business in rural Tekas required various types of inputs (labor, capital, raw materials,
etc.)in orderto producethe final product or servicdhus,sales by small businesses in rural Texas are
supporting other businesses in the state, and employees of small businessspearding their
earningsacrosshe state as wellThough the aforementioned direct impackscuronly in rural areas,

through spending patterns and business relationshiipsserural businesses also

have an impact in

urban areasThese broader effects kia been measured through economic impact ara)yshich
models how economic activities in one sector of the economth{$ncase, all rural small busingss

affectbusiness activities in the economy as a whole within a geographic region
FaSR 2y ¢ta! Q&

8§02y 2YAO AYLireédt orlsysthi®.@ millich pobs NHzNJ

throughout the state of Texas, or 29.6% of all jobs within the shataddition, theyare responsible

for 20.9% of all statewide earning®3.6% of all Texas economic outpand 22.1%

of allexasvalue

added In addition these small businessbave aneconomicmultiplier effect of 2.33, meaning that

for every $1 of economic output (orlea) that occurs at a rural small business, $hB8utput is
generated elsewhere within the state. These figures are summarized by the table Aslaywoint of
clarification in order to align with job figures presented for rural small businesses tesew
throughout the report, economic impact results shown here are presented in terms 6£20homic
activity. The percentage of total figure for each category of impact is therefore the best figure for

tracking rural small busineéSscéntributionsto BEI 8 Q S02y2vYyeé |

Table 14Economic Impact of Rural Small Business on the State of Texas,

>

a SO02y2YA0 IO

2016

Earnings Economic Output Value Added
($ Millions) ($ Millions) ($ Millions)
Direct Impact 1,243,537 $63,405 $190,737 $107,247
Total Impact 2,956,700 $148,825 $444,417 $253,458
Multiplier Effects 2.38 2.35 2.33 2.33
Percentage of Total 29.6% 20.9% 23.6% 22.1%

Fiscal Impact

Of course, rural small businesses in Texas also make tax contributions to both state and local
governments. Likewis@ny private businesses touched via indirect and induced effects will also
generate taxes. As shown in Tabk flaxes producedby rural snall businesses, and those they
impact, equate to $B.5 billionfor localgovernments in Texa$11.0 billion for the state of

Texas, and $5.0 billion for the federal government.

Table 15: Economic Impact of Rural Small Business on the State of Texas, 2016

Tax Category Fiscal Impact @&

Local Taxes
State Taxes
Federal Taxes

$13.5
$11.0
$5.0

Total Taxes

$29.5
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INTERVIEW ANALYSIS
Small Business Intervie@verview

TPMA conducted inperson interviews with small business in rural communitie¥ between
November 1216, 2018 These interviewsccurredin each of thetwelve (12) economic regions of
Texas, as identified by theffice of the Texas Caqoller.r” Qualitative irperson interviewsvere
important to balancehe survey to better understandegional economic and cultural context.

Businesdeadersinterviewedmostly includedusiness ownersepresening diverseindustries.These
industries includedaviation, construction, furniture, hardware/lumber, lodging, oil distribution,
pharmacy machiningrestaurans (3, yet onewas mostly a coffee shop, aher was a pizzeria, and
another had combinedbusinessfunctions) and awinery. The diversity of industrieand economic
regions provided &road context and understanding of the various needs of small businesses across
rural regionsof Texas.Though thee was broad diversity in industry and geograpiyg, following
consistent themes of importance were identifiedsed orthe twelve interviews

Resource Providdinterview Overview

TPMA interviewedour small businesgesource povidersserving rural comnmities in Texabetween
late Novemberand early Decembe2018 Qualitativephone interviews were important to balance
the surveyand small business interviewsunderstandoerspective®of those serving small businesses
across the State on a daily basihese perspectives aracluded in the following analysiso
complementcentral themesut are specifically called oas appropriate.

Independent Spirit

Though there were a few exceptions, the general sentiment from business leaders interviewed
is thatthey have not and do not expect to request resources from the State of Texas or their
associatedocal governmentsRather, the business lead€Xiesireswere to experience limited
interference from governmentin general This was coupled with a sentimethiat Texasis an
attractive state for independentminded business leaders due to ldewels of regulation.

State Responsiveness

Regardingthe several instances where state responsiveness was importamtrespondents
emphasized the urgency amstress of a particular situatianeven with some level of initial
dissatisfaction. Howevethe respondents explained that they were able aocess the State
government includingthe Office of the Governarwith relative easandfelt the Officeof the
Govenor and other state agenciegere responsive to their need©ne area where working with
the state was cited as difficaltbut ultimately helpfut was related to highway sighage. This
topic is described in its own section below.

16 Rural Communities per this project anen-entitlement cities under 50,000 in population and Ron
entitlement counties that have a nommetropolitan population under 200,000.

17 Texas economicegionsas identified by theOffice of the Texas Comptrolla@rclude Alamo, Capital,
Central, Gulf Coast, High Plains, Metroplex, Northwest, South, Southeast, West, Upper Eakg and t

Upper Rio Grande.
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Inconsistent or UncleaGuidance onFoodRegulationsand Resources

There were several respeasfrom thosein the food industry thatanged froma sentiment of
strict regulations toa sentiment of low regulationsThere was a consensus thadtate-level
training resources for foodelated businesses werhelpful, but compliancetraininghad either
been discontinued(from the Texas Alcoholic Beverage Commisgion was unavailable to
markets with poor broadband acceskhere was at least one responddmnefitting from the
GO TEXARKertification.

The Importance of Signhage
Two out of the thredood-related businesses experiencadtial issues witlsignage that directly

impacted their business. Onedza Ay S4 a4 KI R | LILTbukiS®ienied Dite&iGnal{ I (i S¢
Signs (TOD$®)rough the Lonestar LogaSNR2 I NI Y® ¢ KS AYRA QDA RdEerhedd 0 dza A
unqualified though théusiness owner claimed to demonstrate how the business did meet the
program standards. Aftedisputing the decision, the business waepted into theprogram,

received the TODS signage, and claims that it Helped to almost double th© 2 Y LI y & Qa
revenue.Another business owner explained tlTxDOTBign demonstrated that restaurant and

lodging accommodations weneell beyond the business locatiorleading motorists tobelieve

those accommodations were not in the area. The business owner explained that this negatively
impacted the businesd.he business owner contacted the Office of the Governorthadeeds

were attended toandthe ownerwassatisfied with the response.

Somelnfluenceby the Oil Industry

From a market standpoint, sonreral businesses have benefitted framgional oil booms but
also realize that troughs in the markatso present challengesMost of these businesses are
indirectly connected to the oil and energy marketerving in aertiary service capacityh big
impact the oil industryhas on small businesses in rural communities is that some of these
businesses lose talent to higher payjogs in the oifields.

Mostly Limited to Local Markets

With few exceptions, mosimall business leaders interviewed explained that their businesses were
confined to theirlocal or regional markets. Some of these business functiogisally fit this
market limitation due tdahe nature of their business. However, somssinesses formerlgrovided
goods and services beyond their local markets @datmed workforce shortagesprimarily due to

low skills availability or substance abuse issumsfederal regulationsnegativelyimpacting the

coal industryrealized by the closure of many cdakd power plants,as contributing factorso

their constricted market reach.

Rural Communities Close Business Relationships

Representing an almost unanimous response, busines®igadterviewedchampioned doing
business across rural Texas duectose business relationships, a loyal customer basd, a
strong sense of communityOnly one respondensaw that operating a business in a rural
community in Texas as a potential lidlillue to a perception oibw-confidentiality in terms of
their banking relationshipResourceprovidersalso were mostly unanimous in theesponse
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