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Economic DEvElopmEnt

Small Business and E-Commerce:  
Making the Connection
A survey of small businesses in Louisiana reveals that too few take advantage of the 
opportunities the Internet offers. 

By David Moore / Louisiana State Broadband Grant Program

Upon taking office in 1953, President 
Dwight D. Eisenhower made the 
revitalization of the nation’s highways 

one of the goals of his first administration. 
Since then, the Interstate Highway System has 
enhanced the abilities of citizens to travel great 
distances and lowered the cost of commerce for 
U.S. businesses. 

What if the federal government had built 
the interstates but U.S. businesses had failed to 
recognize the benefits? What if businesses had 
passed on the opportunity to use this network 
of highways to lower costs, increase customer 
bases and create more jobs?

That was not the case with the Interstate 
Highway System and the nation’s small 
businesses 60 years ago, but it may prove to be 
just that with the growing national broadband 
network and today’s small businesses.

A well-known axiom among policymakers 
and economists is that small business drives the 
U.S. economy. 

Recent studies indicate that small businesses 
account for 50 percent of the gross domestic 
product. National leaders of both parties rally 
around the cry that small businesses are the 
nation’s job creators.

Simultaneously, U.S. policymakers 
consistently promote broadband as the linchpin 
for the future competitiveness of the U.S. 
economy. The $7 billion investment in broadband 
infrastructure and adoption funded through the 
American Recovery and Reinvestment Act of 

2009 was followed by additional federal programs 
designed to expand the reach of broadband, such 
as Connect to Compete, the Nationwide Public 
Service Broadband Network (FirstNet), and the 
recently announced ConnectED program, which 
was designed to ensure that 99 percent of U.S. 
public schools have high-speed Internet access  
in five years. 

Independent of federal programs is a 
movement to build robust, ultra-high-speed 
broadband networks on the municipal level. 
Google initiated Google Fiber projects, first 
in Kansas City (Kansas and Missouri) and 
more recently in Austin, Texas, and Provo, 
Utah. Gigabit Squared is partnering with 
municipalities to install fiber networks in parts 
of Seattle and Chicago. Many municipalities 
have built gigabit networks on their own – 
most prominently, Chattanooga, Tenn., and 
Lafayette, La. Former FCC Chairman Julius 
Genachowski recently captured the imagination 
of state policymakers by issuing the Gigabit City 
Challenge, designed to have a city in each state 
achieve gigabit city status by the year 2015.

SMAll BUSINESSES AND 
E-COMMERCE
Though broadband programs and gigabit 
city projects abound, one obstacle may limit 
the potential impact of these gains on the 
U.S. economy. Small-business owners and 
entrepreneurs have not fully embraced the impact 
that e-commerce can have on their enterprises. 
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Without the full engagement of 
these drivers of the national economy, 
the question of whether recent public 
and private investments in broadband 
infrastructure will truly serve as a 
game-changer for the U.S. economy 
remains open. 

In the fall of 2012, the Louisiana 
Broadband Initiative (LBI) 
commissioned an e-commerce survey, 
performed by the Louisiana State 
University Manship School of Public 
Policy, to measure the extent to which 
small businesses in rural Louisiana 
participate in e-commerce. This survey, 
made in coordination with a grant from 
the U.S. Department of Commerce 
National Telecommunications 
and Information Administration 
and funded through the American 
Recovery and Reinvestment Act of 
2009, collected data from 1,000 small-
business owners and entrepreneurs 
domiciled in one of the 45 non-metro 
parishes in the state. LBI chose to 
define a small business as follows:

• Has fewer than 250 employees
• Has only one location
• Is not a franchise store.

Of the businesses participating 
in the survey, 30 percent had been in 
operation for 30-plus years, about 40 
percent from 11 to 30 years and the 
remaining 30 percent for 10 years or 
less. The majority of businesses (63 
percent) employed fewer than five 
people, 18 percent employed from five 
to nine and the remaining 19 percent 
had 10 or more employees.

Even in rural Louisiana, the survey 
found that more than 88 percent of the 
respondents had Internet access at their 
places of business; businesses that were 
larger in terms of employees and sales 
were more likely to have Internet access. 

Though these businesses were using 
the Internet for operations, most were 
not using it to sell goods and services. 
Only 35 percent of the businesses 
operated a website, and only 20 percent 
of these actually sold goods and services 
online. More than half (54 percent) 
thought that a website would not 
increase revenues for their businesses.

Several factors influenced the 
likelihood of a business’s having a 
website:

• Age of business (most businesses 
with a website are more than three 
years old)

• Size of business (75 percent of 
businesses with 20-plus employees 
have a website)

• Annual revenues (54 percent of 
businesses with annual revenues of 
$500,000 or more have a website)

• Computer skills of owner (60 
percent of businesses with websites 
have an owner who refers to himself 
or herself as an expert user)

• Industry (businesses in the education 
and nonprofit sectors are more likely 
to have websites; construction and 
hospitality businesses are less likely).

Businesses without websites did not 
generally use other online avenues for 
e-commerce. For example, only 2.5 
percent said they used eBay or similar 
online marketplaces, and only 5.4 
percent used online marketing sites. 

Businesses with websites clearly 
saw them as positive. Of survey 
participants with websites, 72 percent 
saw an increased awareness of their 
business offerings, 63 percent hoped to 
increase revenues, 41 percent wanted 
to drive customers to their brick-and-
mortar store locations and 38 percent 
were interested in gaining insights into 
customer preferences.

Close to nine of 10 small businesses have 
Internet access, but only one-third operate 
websites, and only one-fifth sell goods and 
services online. 
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However, of those that did not have 
a website, 

• Sixty-one percent did not believe they 
needed a website

• Twenty percent lacked the ability to 
design, launch and maintain a website

• Thirteen percent believed the expense 
of the website would exceed its benefit

• Thirteen percent believed their 
products were not transferable to  
a website.

Even fewer (28 percent) of Louisiana 
small-business owners reported that 
they currently used social media; an 
overwhelming number of these (90 
percent) used Facebook as their social 
media platform. Sixty-two percent of 
survey participants indicated they had no 
interest in social media as a tool to grow 
their businesses.

Despite small businesses’ low 
participation rates, there is hope for the 

future of e-commerce. A high percentage 
of respondents whose businesses have 
been operational for less than five years 
(60 percent) link a website to increased 
revenues. This may reflect a generational 
change that was observed in broadband 
adoption rates across age demographics 
in earlier national surveys.

CONClUSION
A disconnect exists between small 
business owners and e-commerce, at least 
in Louisiana and particularly in rural 
regions. For generations, entrepreneurs 
have recognized that expanded markets 
lead to increased customer bases, 
increased customer bases lead to increased 
sales, increased sales lead to higher 
production, higher production leads 
to the creation of new jobs and more 
employment leads to an increased tax 
base and a higher standard of living. 

To effectively engage small-business owners 
in using the Internet for e-commerce requires 
tapping into the same entrepreneurial spirit that 
led them to start their businesses. 

Legislators, policymakers, 
chambers of commerce and 
economic developers must 
demonstrate to small-business owners 
and entrepreneurs that e-commerce 
is a mechanism to grow businesses. 
They must go beyond simply 
underwriting the cost of developing 
websites for small businesses – the 
strategy of numerous economic 
development organizations. 

To effectively engage small-
business owners requires tapping into 
the same entrepreneurial spirit that 
led them to start their businesses: 
Show them how to transform their 
businesses by selling or advertising 
online, demonstrate how they can 
create buzz through social media, 
help them see how they can be more 
responsive to their customers by 
collecting information from their 
online business, and teach them to 
use the tools in the marketplace to 
effectively utilize e-commerce. 

As a nation, the U.S. is in 
the process of building the next-
generation broadband network 
that will serve the economy in the 
coming decades. Various programs 
ensure that the education, health 
care and government services 
communities are poised to utilize 
this network to improve the quality 
of life for the citizens they serve. 
Large corporations have invested 
millions in websites and social media 
and are strategically positioned to 
exploit this next-generation network 
to their advantage. However, the 
nation will thrive only with the 
inclusion of small businesses; leaders 
must ignite the engine that drives 
the national economy to ensure that 
the U.S. economy will flourish in 
the coming decades.

For more information on 
the Louisiana Small Business 
e-Commerce Survey, please visit 
www.broadband.louisiana.gov. v

David Moore is director of the 
Louisiana State Broadband Grant 
Program and is enthusiastic about 
promoting broadband throughout 
Louisiana. Email him at David.M@
la.gov.
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