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SMARTER SMALL BUSINESSES

NEW YORK CITY'S SMALL BUSINESSES TODAY FACE MORE
competition than ever, from national chains with deep pockets to overseas
companies with significantly lower costs. These new competitive pres-
sures have made a challenging place to do business even more difficult
for the city’s small firms, many of which operate on slim profit margins
and have little room for error.

Technology could help level the playing field for many of the city’s
small businesses. By adopting basic technologies that are taken for grant-
ed by large corporations—from Google ads and customer management
software to digital payroll programs and point-of-sale systems—small
businesses could expand their customer base, reduce their costs and be-
come more efficient. Technology can springboard some small firms to the
next level and help others simply improve their profit margins enough to
survive.

Unfortunately, too few small businesses in New York are taking ad-
vantage of technology in a meaningful way. Across the city, countless
neighborhood-based retail and services firms still do not have websites
or engage in online marketing. Very few bodegas use technology to track
changes in their inventory so they can make better decisions about which
items to stock on their over-crowded shelves. A significant share of the
city’s small businesses haven't yet shifted to automated payroll systems
and accounting software, which can save them both time and money.

The technology gap is particularly acute among neighborhood-based
retail and services firms, especially those owned by low and moderate in-
come New Yorkers and those located outside of Manhattan’s central busi-
ness districts. In many of these communities, our research suggests that
fewer than 20 percent of small businesses are effectively capitalizing on
technology.

This is not only a missed opportunity for countless small businesses
across the five boroughs. It is a competitive threat for New York at a time
when small businesses are only becoming more important to the city’s
economic future. Fortunately, as this report details, there are a number
of things that that could be done—by small business owners themselves,
as well as city economic development officials and nonprofit small busi-
ness assistance organizations—to greatly increase the number of small
firms that use technology to make them smarter, more resilient and better
equipped to grow.




Small businesses may be the backbone of the na-
tion’s economy, but they are particularly crucial to
New York City. Just over 90 percent of the busi-
nesses in the New York metropolitan area have
fewer than 20 employees, a higher percentage
than all but one of the 363 metro regions in the
United States.

Beyond sheer numbers, small firms have been
anchors of local economic growth in communities
across the five boroughs. They also provide the
goods and services that make New York unique.
And they are sparking employment growth at a
time when many large corporations are downsiz-
ing or opting to add new employees elsewhere.

But in recent years, it has become apparent
that too many of these businesses have been
struggling to compete in the changing 21st Centu-

low and moderate income New Yorkers, including
immigrant and minority business owners.

The report, which was funded by Citi Com-
munity Development, is based on five months
of research and interviews with more than three
dozen small business experts, including busi-
ness owners, leaders of small business support
organizations, small business lenders, IT consul-
tants and officials from government agencies that
work with small firms. Further, our research was
greatly informed by an extensive survey we con-
ducted with more than 230 small business owners
located across the five boroughs, who were asked
about their use of technology in daily business
operations, and their perceptions of the role it
plays in making them more competitive. We also
conducted numerous on-the-ground interviews

“The vast majority of business owners [in

Washington Heights] are not integrating

technology into their business operations.”

ry economic landscape. These struggles prompted
us to examine whether technology has the pow-
er to help small businesses in New York become
more competitive.

The latest in a long line of Center for an Ur-
ban Future studies focusing on opportunities to
boost the competitiveness of New York’s small
businesses, this report documents the extent to
which small firms across the five boroughs are
incorporating technology into their daily opera-
tions; details the obstacles that keep more small
businesses from taking advantage of technology;
highlights how technology can aid small firms;
and outlines a series of recommendations for
what city and state government agencies—as well
as the private sector and philanthropic interests—
could do to help small firms implement these
technologies. While our assessment looks broadly
at small businesses across the five boroughs, the
report includes a special focus on firms owned by

in three neighborhoods—East Harlem, Browns-
ville and Richmond Hill-to explore in greater
depth the prevalence of technology in neighbor-
hood businesses. Just over half of those who re-
sponded to our survey earned under $55,000 in
annual household income, classifying them as
low-to-moderate income (LMI) individuals.

What we learned is that technology is no lon-
ger an option, but an essential tool for businesses
to remain competitive. This is not just the case
for large corporations and high-tech startups, but
for nearly all small businesses—from the corner
bodega facing more competition from chain gro-
cery and convenience stores and pharmacies to
the neighborhood restaurant that needs to attract
diners from outside the immediate neighborhood
to survive.

Today, numerous tools exist for the average
mom-and-pop storefront or small-scale services
business to benefit from technology. However, not
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enough small businesses are employing technol-
ogy in their day-to-day operations. Too few small
business owners in New York understand the
importance of technology adoption, and among
those who do understand, many don’t have a clear
sense of what to do about it.

How pervasive is the problem? Experts vary
in their assessment of the severity, but all agree it
is stark—especially among businesses in low- and
moderate-income communities.

Fewer than 10 of the 90 businesses along a
stretch of Southern Boulevard in the Bronx are
incorporating technology in a meaningful way,
says Kerry McLean, director of community de-
velopment for Women’s Housing and Economic
Development Corporation (WHEDco), a Bronx-
based nonprofit that recently helped create the
Southern Boulevard Merchants Association.
“There is definitely untapped potential for the
use of technology and websites and social media
on Southern Boulevard. And I think that is symp-
tomatic of the Bronx.”

Only about five percent of small businesses
in Washington Heights are tapping technology,
according to Michelle Bhattacharyya, who until
recently ran the Northern Manhattan Business
Solutions Center (BSC). “The vast majority of
business owners [in Washington Heights] are not
integrating technology into their business opera-
tions. My staff estimates that 95 percent of folks
that we see don't have the technology they need,”
she says. “When you're looking at the immigrant
sector, technology is completely underutilized.”

There is a similar disconnect in Chinatown.
When asked how Chinatown businesses are inte-
grating technology into their business operations,
Wellington Chen, executive director of the China-
town Partnership says, bluntly, “Poorly. A majority
of our firms have no website. And when I offered
to scan and post their menus on a business direc-
tor website, a majority of them didn’t want me to
do that. They don’t understand the importance or
the potential payoff.”

Eduardo Giraldo, a small business owner
in Jackson Heights and former president of the
Hispanic Chamber of Commerce of Queens, says

that “not even 10 percent” of the members of the
chamber are capitalizing on technology.

“I would say 60 to 80 percent of businesses in
the neighborhood do not use the Internet to mar-
ket their business,” adds Edwin Nieves of the East
Harlem Business Capital Corporation. “There are
a lot of restaurants in the area that are run by the
chefs. They don't necessarily know the business
side of what they're doing. Maybe 70 to 80 percent
of them don’t have sufficient access to technology
to help their businesses grow.”

Our survey of more than 200 small business
owners across the five boroughs generally con-
firms what we were hearing in the field. Among
the results of our survey:

e Barely half of the respondents felt that
they were using technology to a sufficient degree
to be competitive.

e Most small businesses overall appear to
be using computers, email and high-speed Inter-
net, but low- to moderate-income (LMI) propri-
etors are far less likely to do so.

e Barely two-thirds of responding small
businesses had a website, and LMI business own-
ers were significantly less likely to feel like web-
sites were even necessary for their businesses.

e Point-of-sale (POS) systems are used by
fewer than 40 percent of retail and hospitality
businesses that would benefit most by them.

e Very few of the small businesses who
responded to our survey take advantage of ac-
counting and customer relationship management
(CRM) software, which can provide important
information about how their business operates
strategically.

e Social media is used by two-thirds of re-
spondents, but by substantially fewer among LMI
proprietors (55 percent) versus non-LMI (75 per-
cent). While more small businesses could learn to
leverage social media on the whole, there is a sig-
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nificant gap between LMI and non-LMI respon-
dents.

e Among firms with three or more employ-
ees, just over half used an automated payroll ser-
vice.

e Of those who used e-mail, only 60 percent
reported using a professionalized domain name
tied to their business name (versus an address
tied to their Internet service provider, like @aol.
com, or a free service, like @yahoo.com).

Our survey does reveal that growing num-
bers of small businesses are integrating technol-
ogy into their daily operations. But far too many
are lagging behind at a time when technology has
become increasingly critical to business success.
“Business owners are more aware of technology

website), Bay Ridge 5th Avenue BID (37 percent),
82nd Street Jackson Heights BID (40 percent) and
White Plains Road BID (47 percent).!

Websites and social media, along with online
advertising, came up in almost every conversation
we had with business owners and experts alike.
While there are many other types of technology
that can have a radical impact on the competive-
ness and bottom line of small businesses, being
online plays an outsize role these days in helping
small businesses—especially those in low- and
moderate-income communities—get to the next
level. Why? Because increasingly that’s where
customers are found.

“Unless you have customers, you are going
to collapse really quickly” says Jack Hidary, a
New York-based serial entrepreneur and men-
tor to low income entrepreneurs. “I was mentor-
ing a guy starting a car service on Staten Island.

"It you're talking about commercial strips,
you're seeing a big void in technology being
used on a day-to-day basis.”

now than they were ten years ago,” says Catherine
Barnett, executive director of Project Enterprise, a
microfinance organization that works with small-
scale entrepreneurs. “But in terms of figuring out
how to make it work for them, it’s still limited. If
you don't have your finger on the pulse of tech-
nology, you're going to be at a disadvantage.”

One of the easiest steps a business can take
to incorporate technology is to establish a web-
site, but in many neighborhoods well under half
of the local businesses have taken the plunge. For
instance, we found that just 14 of the 177 busi-
nesses (8 percent) listed on the website of the
Church Avenue Business Improvement District
have their own website—and several of those that
do are national retailers. The percentage of busi-
nesses with their own websites are also low in the
Kingsbridge BID (31 percent of businesses list a

He knows car services from being a driver. But
what he didn’t know was how to get customers. He
didn't know how to advertise on Google or Face-
book. That’s such an important tool. The more es-
tablished small or medium sized businesses are
doing that, but most of the folks in low-income
communities are not yet connected.”

Jose Avila sees the same thing in the Bronx.
He heads the Garifuna Coalition, which focuses
on helping members of the Garifuna immigrant
community in the Bronx, including providing
business advice to first-time entrepreneurs mov-
ing into modest retail shops. Many have failed.
“Most of the failures,” he said, “were due to lack of
marketing. What they have had trouble learning
is, how do you attract customers and keep them
coming to your place?”

Center for an Urban Future
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It's not just neighborhood-based retail and
services businesses that are behind the technol-
ogy curve. Many local manufacturers still rely
primarily on faxes and phone calls instead of the
Internet. Or they have e-mail addresses from AOL
or G-mail instead of a more professional sound-
ing domain name tied to their business name.
“They’re 10 or 15 years behind,” says David Meade,
executive director of the Southwest Brooklyn In-
dustrial Development Corporation, of many of the
industrial firms his organization works with daily.
“It doesn’t necessarily impact the client base they
have already built up. But it impacts their ability
to develop new clientele, and to get their word out
there more.”

For many small businesses owners—espe-
cially mom-and-pop retail shops—technology
remains out of reach for many owners. In some
cases, the upfront cost of implementing new tech-
nologies is the biggest barrier for small business-
es operating on slim profit margins. “We do not
have the money to upgrade many of our systems,”
says the manager of Space Market, a bodega on
62nd Street in Manhattan.

While cost is clearly a key factor, our research
suggests that the bigger barrier is a lack of under-
standing. And it’s not just that a failure to embrace
technology keeps small businesses from growing;
it is increasingly putting them at risk of survival.
“If you're talking about commercial strips, you're
seeing a big void in technology being used on a
day-to-day basis,” says Jeanette Nigro, vice presi-
dent for economic development at the Brooklyn
Chamber of Commerce. “There’s a disadvantage
to those businesses who don't adopt. Especially
in communities where there is an influx of new
businesses.”

That’s because not all small businesses are
shunning technology. In fact, many younger busi-
nesses—often, but not always, launched by young-
er entrepreneurs who embrace technology as a
given in their day-to-day lives—have a competi-
tive advantage over older, more established firms.
They are engaging their customers and potential
customers head-on with tools like social media,
and optimizing their finances and cash flow with

tools like accounting software and computerized
point-of-sale systems.

But this isn’'t the norm in many neighbor-
hoods, where the typical small business is owned
by someone over the age of 40 and much-less
tech savvy. “We see tons of restaurants that are
successful, but would never think to use Yelp to
capitalize on their success,” says Bhattacharyya,
speaking of businesses in Washington Heights.
“Whereas a restaurant in a gentrifying neighbor-
hood might start out on Yelp from the outset.”

That’s a huge missed opportunity for those
restaurants in neighborhoods like Washington
Heights, Flushing or Woodside, to attract addition-
al customers from outside of their neighborhoods.
More and more New Yorkers are interested in ex-
ploring neighborhoods new to them, especially
for ethnic food. Cultivating a following online is
one sure way to get noticed by the restaurant re-
viewers in the New York Times, for example, who
are looking for off-the-beaten-track options. The
only reason they know about destination restau-
rants is because of social media buzz. Restaurants
that know how to tap into that stand to benefit
greatly. Otherwise, they're missing out on a big
piece of what could be coming their way.

Newer firms almost always have a web pres-
ence, which increasingly is where consumers go
both to shop, and to find basic information about
where to shop—information they might have
been more likely to retrieve from the Yellow Pag-
es just 10 years ago. Many newer small business
owners also embrace social media. And embrac-
ing it means not just having a page on Facebook
or ensuring that the company is listed on Yelp;
it means actively monitoring those pages to see
what customers are saying, engaging them in dia-
log to share information and find out what they
want, and keeping the messaging fresh in order to
remain at the top of followers’ newsfeeds. Those
are marketing activities that many mom-and-
pop shops didn’t even think to engage in 10 or 15
years ago when competition was less aggressive
from both national chains as well as newer, more
adroit small businesses. Today, they have to not
only learn to embrace new ways to engage their
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“If you don't have
your finger on the
pulse of technology,
you're going to be at
a disadvantage.”

customers; they have to also learn how to do it
online.

There are other important opportunities
for small businesses to streamline their opera-
tions with technological solutions, like account-
ing software and inventory management systems
that help business owners gain a clearer sense
of what’s happening from a business perspec-
tive in their firms: such as how much cash is tied
up in inventory and which inventory units sit on
shelves the longest costing them the most. Many
small business owners may have an intuitive feel
for these sorts of things—or believe that they do.
But most experts agree that systematizing the
process vyields significant cost savings for firms.
“Using software to monitor daily inventory in
and out cuts down on waste from spoilage, says
C.K. Chung, who until recently was director of the
city’s Lower Manhattan Business Solutions Cen-
ter, which has delivered several workshops to res-
taurant owners on cost control strategies. “When
the economy dipped a few years ago, restaurants
that were able to improve their margins just a
bit found it to be a critical differentiator in their
survival. In a restaurant’s cost structure, if food
runs from 25-30 percent of total costs, that’s quite
good. One chef was able to leverage his manage-
ment skills with an inventory control system to
move his food costs to as low as 10 percent.”

In one of the biggest ironies that small busi-
ness owners face with respect to technology, many
in our survey pointed toward the cost of technol-
ogy as being one of the main impediments to their
adopting it more widely. Yet it is often an owner’s
lack of a tech-enabled accounting system that

prevents them from getting capital. Lack of or-
ganized records showing a sufficient and steady
cash flow is one of the biggest challenges to very
small firms” bankability. In fact, Seedco Finan-
cial, a significant player in the alternative lending
space for small businesses in New York City, often
requires its loan recipients to attend QuickBooks
training in order to begin moving toward better
financial record keeping and decision-making.
But education isn’t as easy as that, Bhattacha-
ryya says.“To my knowledge, I don't know anyone
who offers training for QuickBooks in Spanish for
free.”

Given the lack of understanding of technol-
ogy by many small business owners, it would
seem that there would be no shortage of technol-
ogy information and training opportunities for
them. Unfortunately, that’s not the case—at least
not for the very small business owner. New York
has a number of great small business assistance
organizations, but few of them provide meaning-
ful opportunities for proprietors to learn how to
adopt technology. And those that offer workshops
or counseling are generally doing so at a small
scale.

The NYC Business Solutions Centers, which
are overseen by the New York City Department
of Small Businesses (SBS), do offer regular pro-
grams on QuickBooks and Website Fundamentals.
At times throughout the year, the centers also of-
fer additional courses for proprietors on technol-
ogy issues, from learning about e-commerce to
ensuring that their websites come up in custom-
ers’ web searches. And SBS has awarded grants
to a handful of small businesses for training em-
ployees on new technologies. But while these are
important efforts, officials at the business solu-
tions centers acknowledge that what they offer on
technology education and training for small busi-
ness owners is fairly limited.

New York has much at stake in ensuring that
more of its small businesses are able to compete
and grow. As such, there is a clear role for city,
state and federal government agencies—from
SBS to the United States Small Business Admin-
istration (SBA)—to promote technology adoption
and assist small business owners incorporating
technology into their daily operations.
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NYC SMALL BUSINESSES AND
TECHNOLOGY SURVEY

Summary Findings

Over the course of approximately three months
from February through April 2012, the Center
for an Urban Future fielded a survey that asked
small business owners about their use of tech-
nology, as well as their perceptions of its role in
their companies’ growth. We worked with a vari-
ety of entities—including small business support
organizations, alternative lenders and community
banks—to distribute this survey to a variety of
proprietors around New York City. The survey was
available online as well as in hard-copy format to
ensure that we were reaching business owners
who were not online. Surveys were available in
both English and Spanish.

We also worked intensively in three commu-
nities in New York City known for their concen-
tration of independently owned small businesses.
These included Liberty Avenue in Richmond Hill,
Queens; Pitkin Avenue in Brownsville, Brooklyn;
and several commercial corridors in East Harlem,
in Manhattan. In these neighborhoods, the Center
for an Urban Future’s staff and interns fanned out
to ask business owners about their experiences
and perceptions.

Just over half (51.5 percent) of the 239 re-
spondents reported household income of under
$55,000 annually, classifying them as low- to mod-
erate income (LMI). Two-thirds (66.7 percent) of
LMI respondents reported business revenues of
under $50,000 a year.

In general, the survey results revealed that
many New York City-based small businesses have
only begun to integrate technology into their op-
erations in a meaningful way. While we found a
relatively high degree of awareness of the impor-
tance of technology, and surprisingly high levels
of the availability of computers and e-mail, too
few of the businesses who responded to our sur-
vey have websites, use software that can improve
their operations and take advantage of Web tools.
The survey also highlights clear differences be-

tween LMI and non-LMI respondents in many
categories, signaling an important avenue for
technology education efforts to increase aware-
ness and uptake of technology solutions to daily
and strategic business challenges by LMI firms.

Use of Technology

Barely half of respondents felt that they
were using technology to a sufficient degree to
be competitive. In one of the most telling results
of our survey, almost half believed they need to
be doing more with technology in order to remain
aligned with their competition.

Most small businesses overall appear to be
using computers, email and high-speed Internet,
but low- to moderate-income (LMI) proprietors
are far less likely to do so. While most respon-
dents overall —nearly 9 out of 10—reported hav-
ing a computer, that doesn’t tell the whole story.
Virtually every non-LMI respondent (97 percent)
had a computer, while as many as one in five LMI
respondents did not. There was a similar break-
down with respect to e-mail use. Almost every
non-LMI respondent (98 percent) used e-mail,
but barely three-quarters of non-LMI proprietors
(78 percent) did.

Of those who used e-mail, only 60 percent re-
ported using a professionalized domain name tied
to that of their business name (versus an address
tied to their Internet service provider, like @aol.
com, or a free service, like @yahoo.com). However,
only about half (51 percent) of LMI respondents
said they have a domain name tied to their busi-
nesses, compared to 67 percent for non-LMI re-
spondents.

A bright spot in our survey was finding that
an impressive 95 percent of respondents had
dedicated access to high-speed Internet service
in their places of business, with LMI respondents
only slightly behind their non-LMI counterparts.
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Having this basic requirement satisfied means
that other improvements in the use of technology
should be easier to implement.

Barely two-thirds of responding small busi-
nesses had a website, and LMI business owners
were significantly less likely to feel like web-
sites were even necessary for their businesses.
Unfortunately, more than 30 percent of respon-
dents indicated that they did not have a website
for their businesses. Four in five (81 percent) of
non-LMI businesses reported having a website
while only 59 percent of LMI businesses did. Of
those LMI proprietors that do not have a website,
more than one-third (36 percent) said it wasn't
necessary for their business—whereas only 17
percent of non-LMI said that was the case. One-
third of all proprietors also indicated they had no
idea where to start to develop a website, deepen-
ing the impact that basic education in this arena
is likely to have. As we point out in the report, in
an era in which a basic web presence has become
the fundamental way businesses let potential
customers know they exist, then this is a signifi-
cant gap that must be filled quickly, and for which
the remedy—basic education around the devel-
opment and hosting of a simple website—seems
relatively easy to implement.

For those with websites, two-thirds reported
managing them in-house. The biggest challenge,
they say, is taking the time to keep it updated—an
important part of remaining relevant to clientele
if one’s website has any content beyond basic con-
tact and business information. Stale information
online, experts say, conveys a level of disinterest
to potential customers, hurting sales.

Point-of-sale (POS) systems are not widely
used by those businesses that would benefit
most by them. Of those respondents who identi-
fied as being in either the Retail or Hospitality
sector—the ones who could benefit most from
business intelligence offered by POS technol-
ogy—only 37 percent used a POS system, half (50
percent) did not, and another 10 percent reported
not knowing what a POS is. The cost of adopting
POS systems has been a significant barrier for

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

smaller, lower revenue businesses adopting these
tools. But lower-cost alternatives, including on-
line- and tablet-based (e.g. iPad-based) options
now bring the cost down from several thousands
of dollars to under $1,000. Still, business owners
also need to appreciate the benefits that these
systems provide, which speaks less to learn-
ing the technology itself, than to understanding
how to use the information POS systems provide
to make more informed, cost-effective decisions
about their daily operations.

Very few of the small businesses who re-
sponded to our survey take advantage of ac-
counting and customer relationship man-
agement (CRM) software, which can provide
important information about how their business
operates strategically. Like point-of-sale systems,
when accounting and CRM software is employed
smartly, proprietors can gain important insights
into their businesses’ operations. Accounting
software is a tool that allows them to look under
the cash register’s hood and find out not just how
much money they brought in over a week or a
month, but how it varies over time, how the profit
on those revenues varies and which product lines
they should be focusing their attention. Packages
such as QuickBooks, also help business owners to
organize their financial information in a way that
allows them to access capital more easily. All the
commercial and alternative lenders we spoke with
relayed anecdote after anecdote of small business
owners who approached them for loans, only
to be unable to demonstrate cash receipts large
enough to justify a critical loan—perhaps for an
important new piece of equipment, like a new re-
frigerator in a bodega, or a new floor sander for a
home contractor. The problem is that many small
business owners, indeed, have the cash receipts
needed for a loan, but don't keep sufficient re-
cords to be able to prove it to a lender. Accounting
software is an easy way to prepare business own-
ers for these opportunities.

Similarly, CRM tools help business owners to
hone their approaches to marketing and sales, en-
suring that they are focused on those customers
who are their most important, or potentially most

Center for an Urban Future
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important, sources of profitability. Fewer than one
in five (16 percent) of respondents indicated that
they used this type of software to organize infor-
mation about their customer base.

Social media is used by two-thirds of re-
spondents, but by substantially fewer among
LMI proprietors (55 percent) versus non-LMI
(75 percent). While more small businesses could
learn to leverage social media on the whole, there
is a significant gap between LMI and non-LMI re-
spondents.

Among firms with three or more employees,
just over half used an automated payroll ser-
vice. Overall, about one-quarter of respondents
reported using an automated payroll service, but
this number is skewed by the preponderance of
one- and two-person businesses surveyed. When
examining just those who have three or more em-
ployees, the number of firms taking advantage of
this toll increases to just above half (56 percent).
Automated payroll services can be expensive, and
can introduce additional complexities into the
payroll process (especially for those firms whose
employees work irregular shifts from one pay
period to the next). But most of those business
owners we interviewed believed the benefits—in-
cluding not having to calculate withholding and
benefits deductions by hand each pay period —far
outweighed these drawbacks.

Tech support for most small businesses is
homegrown. The vast majority of support for
what technology does exist in small businesses is
provided in-house in one form or another. Across
the board, about 55 percent of respondents indi-
cated that they themselves—the business own-
er—is responsible for tech support. Another 15
or so percent say that a friend or family member
provides help when it's needed. To the extent that
business owners themselves are saddled by a lack
of understanding of technology, the vast majority
are not benefiting from additional, external per-
spectives in which tools might better serve their
firms’ needs.

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

Perceptions of Technology

Most business owners say technology is im-
portant, though more could be done to help low-
to moderate-income (LMI) proprietors to more
fully appreciate technology’s benefits. Encour-
agingly, nine in ten respondents indicated that
technology was important to the success of their
companies, with a full two-thirds describing it as
“very important”. That said, the vast majority (88
percent) of those who described technology as
“not at all important,” were LMI, indicating an im-
portant group that still needs help developing a
better understanding of how adopting even mod-
est levels of technology might be helpful.

Business owmners’ understanding of what
technology can do for them may not be clear, and
the gap appears to be greater for LMI propri-
etors. Even though over half of the respondents
believed they were using technology to a suf-
ficient degree to be competitive in their sectors,
more than three-quarters (77 percent) believed
that additional technology would help increase
their sales. In addition, 83 percent of respondents
said that they planned to adopt more technolo-
gy for their businesses. (Significantly fewer LMI
than non-LMI businesses—76 percent of LMI vs.
91 percent of non-LMI—planned to adopt more
technology, a notable difference.) Indeed, more
than 95 percent of respondents said they’d likely
spend more on technology in the coming year.

The fact that most respondents thought they
were using enough technology, but still planned to
adopt more—or thought more would help them—
may indicate an imprecise awareness of technol-
ogy’s role in their businesses’ strategic growth. Or
it might signal an understanding that they will
need to continue to adopt technology just to keep
up.

Finally, among those not planning to adopt
more technology, more than five times as many
LMI as non-LMI respondents cited a lack of un-
derstanding as the reason. This, again, points to
an important target group for greater education
around technology’s use and benefits for their
businesses.
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NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

LOW INCOME BUSINESS OWNERS LAG IN
TECHNOLOGY ADOPTION RATES

Our survey reveals significant disparities in technology adoption rates between business owners that report household

income under $55,000 annually—classifying them as low- to moderate-income (LMI)—and owners that earn above this

threshold. For example:

LMI Non-LMI
Respondents Respondents

Has a Computer 81% 96.5%
Has a Website 60.3% 81.4%
Uses Accounting Software 50.6% 60.9%
Uses Social Media 57.4% 75.2%
Purchases Supplies Online 53.9% 76.1%
Email address is tied to business name 52 7% 66.7%
(for example, not aol.com or yahoo.com)

B'elleve they use technolog'y.to a suffi- 52 6% 61.2%
cient degree to be competitive

Plans to adopt more technology 77.6% 90.5%
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WIRED FOR GROWTH

In an age where small businesses face more competition than ever, technology can provide an

important lift

New York has never been an easy place for small
businesses to succeed. But the landscape has be-
come even more challenging in recent years for
many of the city’s small businesses as a result of
increasing competition from larger and more ef-
ficient companies. These national and global com-
petitors benefit from larger staffs and marketing
budgets, get better deals on rents and more favor-
able interest rates, and take advantage of econo-
mies of scale to realize significant savings on sup-
plies, energy costs and other basic expenses.

In this environment, technology can be a pow-
erful equalizer for small businesses.

To be sure, technology is not by itself a pan-
acea. If a company does not have a competitive
product or service, technology will probably not
make a big difference. But for businesses with
successful products or services, technology can
help close the gap between a small business and
its larger, less differentiated and more efficient

competition. It can help them increase their ex-
posure to generate sales, automate their adminis-
trative operations to reduce costs, use electronic
inventory tracking to connect with the corporate
supply chain as a vendor, or keep track of what
their customers and the marketplace are saying
about them.

“Adopting technologies reduces costs and in-
creases revenue by helping small businesses to
acquire and retain more customers,” says Court
Cunningham, CEO of Yodle, a New York-based
company that provides an online marketing and
technology platform to small businesses. “The
small or medium business cannot afford to ignore
business and marketing software. Theyre liable
to lose a competitive advantage and miss out on
a customer base that is typically easier to capture
and then maintain with a strong technology infra-
structure in place.”

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

Do you feel like your company uses technology to a sufficient degree

to be competitive?

Not Sure
7%
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For businesses with successful products

or services, technology can help close

the gap between a small business and

it's larger, less differentiated and more

efficient competition.

Most small business technology tools are
about two things: providing owners with action-
able information about how their businesses op-
erate (about cash flow, customers and operations);
and providing access to new markets that they
might not be able to reach but for the Internet.

Used to their full potential, tools like point-
of-sale systems and accounting software not only
help business owners organize voluminous infor-
mation that would otherwise be difficult to track
and analyze, they do it in real time. An inventory
management system, for instance, might alert a
shop clerk that there are only six cartons of milk
left, and that it’s time to order more, keeping the
shop from running out and missing potential
sales.

Technology also helps small businesses to
reduce costs, even though it usually requires an
owner to make an up-front investment. A perfect
case in point is Ed Abel, a serial entrepreneur
and professional small business coach. One of the
dozen or so companies he founded and sold in-
cludes a medical transportation service on Long
Island. “When I started the ambulette business, I
only had four vehicles,” says Abel. “I could have
used index cards and a white board to keep track
of dispatching, but instead I went out and paid for
automated dispatching and billing system so that
as I got bigger, it would be easier to scale.”

Abel’s initial investment in the automated
systems paid off. In the first two years of busi-
ness, Abel moved from four to 12 vehicles, and
then to 34 in the next several years. “Early on it
was just me,” He adds. “It wasn't until I got to 12
or 15 vehicles that I finally brought on a dispatch-
er.” Without that system, Abel would have needed
separate staff members much sooner to field calls

from customers, to do the billing, and the dis-
patching. “At 34 ambulettes, I had one full-time
dispatcher and two staff. Without it I would have
had that many people at four to six ambulettes.
Sure, I could have used index cards. But I would
have never been able to move up to 12 vehicles as
quickly as I did. It allowed you to go exponential.”

In addition to helping small firms stay lean
and efficient, the marketing opportunities asso-
ciated with the Internet and social media have
created extraordinary opportunities for small
businesses to reach far beyond their local neigh-
borhoods if they can identify the right markets.
For example, just a few years ago, many small flo-
rists found F.T.D. or 1-800-FLOWERS —the global
retailers that leverage local flower shops for dis-
tribution and delivery—to be a necessary partner
for their survival, despite the fees florists were
charged to participate. Those global companies
leveraged their international reach and market-
ing to provide expanded selling opportunities for
small florists. Now any florist can use the Internet
and an international shipper to sell directly to a
broader market.

While not enough small businesses are incor-
porating technology into their operations, aware-
ness is building and tech’s role in small business
operations is increasingly becoming the norm.
“The best thing that has happened to build inter-
est in websites is social media,” says Catherine
Barnett of Project Enterprise. “It has become
part of the lexicon so that business owners now
understand both better. That makes it easier for
them to think about how to develop relationships
with their customers.” That means business own-
ers who are not doing it risk being left behind by
those that are.
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TOOLS OF THE TRADE

From accounting software and online advertising to social media, technology can help small

businesses become more efficient, cut costs and reach new markets

There are a number of technological tools that
small businesses can employ to remain competi-
tive in an increasingly challenging environment.
They include the following:

Marketing

Websites. Twenty years ago, when small busi-
nesses wanted to let folks know how to find them,
they’d make sure they had a listing in the local
Yellow Pages. Those who were a little savvier
and could afford it might have taken out a small
display ad on the same page that listed business
hours, some helpful information about the goods
or services provided, and maybe a tag line to draw
potential customers in.

Today, vastly fewer people check the phone
book. More and more people, when they're look-
ing for a shop or a service, turn to their phone or
their computer and search on it with a ZIP Code.
Even customers who aren’t completing sales on-
line are often looking for a brick-and-mortar
firm’s address, phone number and hours of op-
eration there instead of a phone directory. If your
business is not online, youre going to be missed
by consumers, and you’ll lose sales.

Even if customers don’t intend to purchase
something online, many now prefer to browse
there first. Denise Porcaro is the owner of Flower
Girl on the Lower East Side. She opened her shop
to create highly customized floral arrangements
in 2007, but only set up her website late last year.
She has found her customers want to be able to
talk on the phone to someone from the shop while
clicking away on their website to see examples of
the arrangements, even if they come into the store
to complete the purchase. But the ability to allow
folks to browse, and potentially purchase, from
home means a higher number of potential sales.

Even though she didn’t intend to have a web
presence, she realizes it has increased her sales.

“It wasn't what I wanted the business to be,” she
said “but I had my mind changed.”

Websites aren’t well suited to everyone. But for
most retail and, especially service businesses, it
can be a real differentiator —even for what people
might think of as very traditional or low-tech busi-
nesses. What is required is that a business owner
sees an opportunity to provide more clients with
better service, and then to think about how tech-
nology can enable that.“We had a client in Atlanta
who is a barber shop,” says Paul Quintero, CEO
of Accion-USA.“That’s a very traditional business
that wouldn't seem to benefit from technology. But
what did he do? He turned tradition on its head.
Instead of customers coming in and waiting in the
seats until a barber was available, 15, 20 minutes
later, he created an application on his website so
that customers could schedule themselves. Sud-
denly, he was getting new customers from beyond
his neighborhood who wanted to take advantage
of the predictability.”

Websites can vary drastically in their com-
plexity and their cost. For a simple site optimized
to be viewed on mobile devices, like smartphones,
it can cost as little as $100 to hire someone to de-
sign and build. Complicated sites with extensive
graphic design or services available to visitors can
cost tens of thousands of dollars and take months
to design and build.

While there are tutorials and templates that
allow amateurs to build their own sites, a bit of
awareness of the World Wide Web and basic stan-
dards is helpful. But it is here that many small
business owners who are not tech-savvy begin
to feel daunted. Because they don’'t understand
what'’s required to design, program and launch a
site, they feel uncomfortable making a decision
about a service provider who can do the work on
their behalf.
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Social Media. One of the fastest growing seg-
ments of the Web, social media is content created
and shared by individuals on the Web using plat-
forms like Facebook, YouTube, Twitter, Wikipe-
dia and Flickr that allow users to create and post
their own text, images or video and then share
that with friends or the entire Internet commu-
nity.2 For small businesses, social media can be an
easy way to create an online presence without go-
ing through the effort or expense of developing
a standalone website. Social media is also an in-
expensive and yet powerful equalizer. “Facebook
can be used to promote anything from mom-and-
pop restaurants to a bank,” says CK Chung, for-
mer director of the NYC Business Solutions Cen-
ter in Lower Manhattan. “For microenterprises, if
they want to compete with behemoths, technology
is the platform on which they compete.”

Being active in social media is also the most
important way for a small business owner to find
out what people are saying about their business-
es—good or bad. For instance, monitoring sites
like Yelp are critical for hearing about what works
for customers, and where there are problems to
address.

For a small business owner, monitoring the
company’s online reputation and engaging the
public in conversations takes time and attention.
“You can use it to try to reach whole new audi-

ences at far lower cost,” says Randy Shannon of
the social media marketing firm Web Strategies.
“It’s not free—it takes time and energy—but it’s
much less expensive than other forms of media.
You Tube can get you far more exposure than TV
for a fraction of the cost.”

Social media sites like Facebook require
small business owners to have something to say
that will be interesting to customers and would-
be customers. It is, in part, a marketing channel,
and requires that the owner who is posting have
a compelling proposition for his or her readers
to hook them in. But experts say it shouldn't be
entirely about sales. “You have to provide infor-
mation, provide value, just like any business in-
teraction,” says Shannon.”Only 10 to 20 percent of
social media posts should be sales and marketing.
The rest is about engagement.”

For instance, the owner of a health food store
might post a link to a story from a reputable site
that discusses the health benefits of flax seeds.
The next day she might post a series of recipes
that use flax seeds. And the following day, she
might let folks know there’ll be a sale on flax
seeds this weekend at the shop.

Done correctly, social media offers a useful
way to engage in conversations with your po-
tential customers, which can be a very effective
way to attract them to your products or services.

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

Does your business have a website?
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The health food owner might encourage readers
to post their flax seed recipes, for instance. That
draws people in and keeps them involved with a
business, its products or services, and its brand.
Jeanette Nigro of the Brooklyn Chamber of Com-
merce is seeing this happen with many of the
younger firms that have opened in the past five
years in her borough. “The more frequent level
of communications with customers,” she says, “the
more stable your sales will be.”

Web Analytics and Search Optimization. A
corollary to being online is to understand where
a company'’s web traffic is coming from, and what
visitors do on the website once they're there. The
Web experts we interviewed told us that if a small
business has a website or a Facebook page and it

For small businesses,

sense of what topics generate the most interest—
or at what times of day. Reviewed regularly, these
can give business owners important hints about
how to optimize their online presence to appeal
most to their customers and potential customers.

Sales

E-commerce. Beyond a basic web presence,
many businesses may benefit from selling their
products or services online directly to their cus-
tomers. This can be a significant step up from a
basic website. But as with websites, complexity
can vary greatly. Simple sites allow customers to
enter information about the product or service
they wish to buy but require the seller to follow up
to complete the sale. More sophisticated sites link
with credit card processors to complete transac-

social media can be

an easy way to create an online presence

without going through the effort or expense

of developing a standalone website.

isn't measuring the effectiveness of those online
tools through metrics, the company is wasting its
time and money.

Tracking data—such as page visits, keywords
and conversions—provides business owners with
insight into their customers that can inform busi-
ness decisions. For instance, seeing what search
terms people use to find the business can help the
firm to refine the website’s wording to improve its
ranking with different search engines. Also, see-
ing from which sites visitors arrive is also power-
ful. Is it primarily Google searches? Or perhaps a
small business partnered with a half-dozen sites
to include a link back to its website, but 80 per-
cent of the traffic comes from two of those. That’s
valuable to understand when considering which
partnerships to renew. A proprietor can also get a

tions in one step, initiating the shipping process
by capturing the appropriate information and, in
the case of physical goods, calculating postage,
and facilitating the creation of shipping labels.
Milton Mendez runs the printing shop in Jack-
son Heights that his father started more than 40
years ago. For a relatively small shop in a highly
competitive environment (for instance, business
cards can be printed for free today by consumers
on many websites) Mendez has managed to not
only to survive, but to thrive. In addition to stay-
ing up-to-date with digital presses and direct-
to-plate printing, he has launched a new website
with e-commerce functionality that lines his shop
up for continued growth. For his institutional cus-
tomers, like Queens College, he will have Web
pages customized for each client through which
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they can place orders, update their information,
and track status at-will. That allows his customer
service representative to focus on newer clients
or more complicated orders. And beyond that, the
site will give Mendez access to many more cus-
tomers beyond the neighborhood, as well as low-
cost global shipping from services like UPS and
FedEx. “You've got to try to blend in with bigger
businesses if you want to compete,” says Mendez.

Like websites, costs can vary widely from
hundreds to hundreds of thousands of dollars.
But an easy way for some businesses to get start-
ed is to leverage an online marketplace like eBay
or Etsy. Both sites make it easy for a small busi-
ness person selling products to establish a basic
marketplace on the web while they identify ways
of carving out their own place in the world of e-
commerce.

Online Advertising. Online advertising is
gaining in acceptance as a medium for reaching
potential customers. Services like Google AdWords
and Facebook Ads are attractive to many potential
small businesses because they appear so cheap
to deploy. These online ads work by being associ-
ated with keywords used by potential customers

VENDING 2.0

when they are searching the Web for a product or
service. For instance, a hardware store in the East
Tremont section of the Bronx can use either of
these services to have their advertisement appear
when individuals from the same area searching
the Internet —Google and Facebook collect infor-
mation from users to know where they are—type
in keywords such as “hardware store” or “lumber.”
Each time a searcher clicks on a business’s ad, the
business is charged a small fee —typically pennies
per click.

Businesses that advertise online maximize
their exposure by understanding what keywords
their customers—or potential customers—will be
using to the find products or services that they of-
fer. The more of those keywords they can include
in the parameters for when and where their on-
line ads are displayed, the more widely and fre-
quently their ad will appear across the Web.

But more is not always better. The trick to
maximizing the value (and not just the exposure)
of online advertising is to find those keywords for
which the business has a competitive advantage.
If it's a hardware store that is open late or a busi-
ness that focuses on eco-friendly products, then
those are important distinctions to add to the

Food vendors are some of the smallest businesses around, but even these companies are beginning
to take advantage of online advertising services—thanks in part to 25-year old Queens native Deepti

Sharma Kapur, who started FoodToEat.com

"I was studying in the library at Columbia Law School trying to figure out if | had enough time to
go outside and wait on line for the Treats Truck,” she says, explaining the genesis of the idea. What it
spawned was a simple system that leverages cart owners’ smartphones, which are becoming the lingua
franca among very small business owners to solve their technology riddles.

The way it works is that small, inexpensive printers—similar to a credit card receipt printer—are
connected to the street vendor's smartphone. Customer’s text their order to the vendor’s phone and
a receipt is printed; the vendor acknowledges the order with a single-button reply. The order is then
prepared and is ready for the customer to come and pick it up without having to wait.

At first, cart owners were suspicious of the idea. They were not used to anything other than taking
an order from someone walking up to them. But as they saw the system working, more have adopted
it, and some have even begun to take credit card orders through it.

The real payoff for the system, though, may be in smoothing out the seasonality of the carts’ busi-
ness. Winter has been a notoriously slow time for food carts. With FoodToEat's remote ordering, some
began to take on deliveries in the wintertime to make up for the drop-off in walk-up business.
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search parameters. Each of these keywords may
wind up limiting the number of times a business’s
ad appears, but it will probably also maximize
the likelihood that an online searcher will click
through to the site and patronize the business—
whether it be brick-and-mortar or e-commerce.

Unfortunately, without being thoughtful about
they keywords they use, some small businesses
can get themselves in trouble with online adver-
tising. The low per-click charge for each ad can
seem deceptively inexpensive. But if an ad ap-
pears from many different searches, the cost to a
business can add up—especially if it doesn't re-
sult in a sale or a visit to a shop. Michelle Aaron
of Uptown Girls Headwear in Sunset Park found
this out the hard way. She launched an ad using
Google AdWords recently and was surprised to
get a bill for $400 worth of click-throughs, with no
discernable increase in sales.

Like many things related to technology, mas-
tering the requirements and benefits of online
advertising can take up a significant amount of
a business owner’s time. The payoff can be sig-
nificant, but it requires an investment—or a will-
ingness to engage others for advice. Mark Caserta
of the business consulting firm Main Street Com-
plete, and a former owner of a retail shop in Park
Slope—speaks from experience. “I've seen people
and friends enjoy tremendous success with on-
line advertising,” he says. “But you have to be
committed to spending time and money to make
it work. I encourage people to test it out with
some keywords and a limited budget to get a feel
for what keywords work best with your clientele.
It's also essential that you have really strong web
analytics on the backend of your website in or-
der to understand what keywords your potential
customers are using to find you, and what sites
they’re coming to you from.” Those all help focus
the impact of ads, ensuring a maximum return on
a business owner’s investment.

Online Ordering Service. Restaurants in
many metropolitan areas—and especially New
York—have access to several websites that aggre-
gate local restaurants’ menus and facilitate order-
ing from them, either for pick-up or delivery. Ex-

amples include Opentable, Urbanspoon, Seamless
(formerly SeamlessWeb) and GrubHub. These
services help restaurants expose themselves to
customers who might not otherwise find them. For
instance, Seamless says they promote over 7,500
restaurants in 37 cities by getting their menus in
front of their estimated 1.5 million active users.
Importantly, these services often work with cor-
porate accounts that subsidize employee meals.
That allows small restaurants, such as neighbor-
hood pizzerias, to be added to pre-approved lists
for firm-paid meals—a segment of business they
might not otherwise have access to. In both cases,
they expose restaurants to many more customers,
and will often process credit card transactions on
their behalf—for a fee.

These services, however, are not cheap for
small restaurant owners. Many of whom can pay
15 percent or more of each check to the order-
ing service, which can be more than they make on
a delivery. Many small restaurants reported that
they face a hard decision when thinking about
whether the exposure to new customers and the
additional business is worth the steep cut in their
profit margins.

Financial information / operational streamlin-
ing

Accounting software. Accounting software
like QuickBooks helps small business owners to
organize their financial information. At the very
least, businesses can track their receipts and ex-
penditures—money in, and money out—on a daily
basis. The result is that business owners can cre-
ate reports from the software, at any moment, of
what their financial position is. Completing tax
returns becomes much easier as relevant finan-
cial information is tracked and tallied along the
way. Applying for a loan is also easier when in-
come and expense information is at hand in an
easy-to-read report, rather than as a shoebox full
of receipts.

But beyond these conveniences, the real pow-
er of using financial accounting software fully
and consistently is in the way that it allows small
business owners to ask important, strategic ques-
tions about their business operations—such as
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how their cash flow varies over the course of a
month, or a year. Or where the best profit cen-
ters are in their operations (versus just where the
greatest revenue is earned). These can be pow-
erful data points in helping owners, for instance,
match their accounts payable to their receivables
to ensure they are not caught short during their
mid-month payroll. Or in determining which
products or services to promote based on their
bottom line, and not just their total revenues.

Point-of-Sale (POS) systems. A POS system
is one powerful tool that more small business
owners could be taking advantage of. It is in part
a computerized cash register. But more than just
tracking how much cash is in the till, most sys-
tems have the power to track the exact time of
sales and what products or services each sales in-
cluded. That allows a bodega owner, for instance,
to track inventory by the minute and understand
how long items have been on the shelf or when
they expire. That's powerful for a business own-
er who is skating by on thin margins. Why tie up
capital in inventory that sits on the shelves for
months, or spoils and has to be disposed of before
it's bought? Or, conversely, why miss out on a sale
if you've run out of product? “One of the problems
that I found,” said Jose Fernandez, president of

the National Bodega Federation and former own-
er of a bodega on East 189th Street in the Bronx,
“is that a lot of products [on the shelves of the bo-
dega] were missing, and unless a customer asked
for it and said it wasn't there, I wouldn't notice.”

In addition to real-time data, POS systems
provide sales data over time. This can be incred-
ibly useful information for small businesses. For
instance, it recently helped convince one liquor
store owner in Harlem to switch her hours of op-
eration, closing on Mondays and staying open
later on Sunday evenings. She did this after re-
viewing sales reports from several months and
realizing that they had a spike in sales late in the
day on Sundays right before the store closed, and
very limited sales on Mondays. Now they're open
when the customers are there, and closed on a
slow business day.

POS can also provide powerful insight into
customers, helping business owners increase
their sales by providing better customer service.
Most POS systems allow proprietors to store in-
formation about their customers: credit card in-
formation, their order history and any special
instructions. “My POS allows me to bring up all
of a customer’s information—their buzzer num-
ber, instructions about not to buzz, but to call, if
it's after 8pm so I don't wake up the baby,” says

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

Does your business use a point-of-sale system?

" Not Sure
9%
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Frank Krushinski, who manages Firehouse Pizza,
a small pizzeria in Harlem that recently moved to
a POS system. “The customers love it. They don't
want to have to do anything but pick up the phone
and say they want a pizza and then the food shows
up at their door.”

That’s the kind of customer service that helps
a customer to choose a shop like Firehouse over
a national chain pizzeria, or even a neighborhood
competitor (assuming it’s a decent slice!).

A POS system can be used even more cre-
atively. Firehouse uses it to engage in suggestive
selling—a technique that used to be the province
only of large, well wired corporations.“When they
call,” says Krushinski, “I can see that they got
chocolate cake for dessert last time. Then I can
ask them if they liked it and whether or not they
might want to order it again.”

One extra item on each check, over the course
of an evening, is the difference between a shop
like Firehouse merely covering its costs and sur-
viving, or making a profit and thriving. “Can you

survive without this stuff? Probably,” says Krush-
inski. “But it's much harder than it used to be. If
you're not using technology, someone else is, and
then you're in trouble.”

POS systems can be powerful, but they are
typically not cheap. A basic system, consisting
of a computer, cash drawer barcode scanner and
credit card machine, typically costs several thou-
sand dollars—far in excess of a basic cash reg-
ister. Increasingly, however, POS systems are us-
ing much more cost effective alternatives, such as
iPads with online POS systems that cost around
$50 a month.

Automated Payroll Services. For small busi-
nesses with more than an employee or two, es-
pecially those with hourly workers on irregular
schedules, a payroll system can be an extraordi-
nary time-saver for owners. Calculating payroll
by hand—including differential wages (for ex-
ample, because of overtime) and payroll deduc-
tions, reporting and transferring tax withhold-

BODEGAS: BEHIND THE CURVE

For many New Yorkers, the corner bodega epitomizes the neighborhood-based mom-and-pop busi-
ness. Unfortunately, bodegas are also among the least tech-savvy businesses in the city.
There are an estimated 7,500 bodegas around the five boroughs.® With many failing to incorporate

even the most basic technologies, such as software that keeps track of their inventory, bodegas are
having a difficult time keeping up at a time of increasing competition from both national convenience
stores like 7-Eleven and large drug stores such as Duane Reade, CVS and Walgreens, which now offer
more of the staples that until recently were mainly carried by bodegas.

For this report, we visited 15 bodegas in Manhattan and the Bronx. Of those, none had web sites
linked to their businesses, let alone reward point systems or Twitter feeds. Even businesses with mul-
tiple locations still did most of their ordering by telephone. “We do not have a web site,” says the
proprietor of the Madison Gourmet Grocery off of 66th Street. “| don't use much technology in my busi-
ness. | do all of my ordering over the phone. Our office in the back does not even have a computer.”

Further East, a member of the family that owns the Space Market on 62nd Street and First Avenue,
acknowledges that her business is extremely low-tech. “We do all of our ordering via phone,” she says.
"Our business here is very simple and we use the systems we have used for a long time.”

This bodega manager, who's parents own the business, seemed troubled that her family’s success-
ful businesses were not up to speed with how retail and consumer-facing businesses are run in the
present day. When asked if her stores had a web site, she laughed, but her sarcasm quickly turned to
disappointment. “If the city could do anything, | wish they could prevent so much competition.”

Unfortunately, given the place of technology in retail, it is likely to be those businesses with fewer
technological resources that will suffer the most. Indeed, one of the 15 low-tech bodegas we visited
went out of business this June, a month after we visited them.
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ings, and cutting checks or making deposits for
employees—is both time-consuming and fraught
with the potential for errors. Engaging a payroll
services company, such as Paychex or ADT, allows
business owners to enter key information about
each employee once, and then automate the pro-
cess on a weekly or biweekly basis simply by up-
loading employees’ time clock data. These bene-
fits free owners up to focus on the more strategic
aspects of running their businesses for relatively
low cost.

Despite these benefits, automated payroll ser-
vices do have some drawbacks. First of all, there
are dozens of options available through a vari-
ety of companies. Taking the time to understand
which combination of services and monthly fees
best meets a particular business owner’s needs
can be daunting. Checking with an accountant
may be a good first step. Automated payroll ser-
vices also remove some degree of day-to-day con-
trol from owners, who must still review payroll to
ensure it's accurate. Errors that are detected, even
if they occur infrequently, may be time-consum-
ing to resolve through large national payroll com-
panies. Finally, for those companies with com-
plicated payrolls—for instance, those that offer
many employee benefits that require deductions,
or with employees working or living in different
states—payroll services can provide significant
time-savings, but they often charge for addition-
al services like multi-state tax computations. In
these situations, a payroll service may work best
in higher-margin businesses that can afford the
additional fees, and for whom they might be am-
ortized through higher margins.

Specialized Operations Systems. This cat-
egory includes many sector-specific applications
that help position small businesses to compete
with bigger firms—and to grow themselves. In
this category are dispatching systems used by
transportation and logistics firms, like truck-
ing companies; and software that helps property
management firms integrate the way they handle
work-orders, monitor rent payments and manage
tenant communications. Also, many food produc-
ers are seeking to move up and distribute to large

retailers like Whole Foods. Increasingly, these na-
tional corporations are requiring their vendors to
adopt computer systems that integrate with their
supply chains.

For instance, Gourmet Guru, a relatively small
specialty food distributor in the Bronx, has begun
supplying the national retailer Whole Foods af-
ter agreeing to adopt Whole Foods’ supply chain
management system. Gourmet Guru invested
in the appropriate technology to electronically
receive orders from Whole Foods, and to allow
Whole Foods to track Gourmet Guru’s inventory
and fulfillment in real time. Gourmet Guru has
made the bet that investing in that technology
will pay off in the market-expanding potential of
supplying Whole Foods, which has become one of
their biggest customers.

In Gourmet Guru’'s case, the same technology
investment not only resulted in a bigger market
share, it also is generating additional savings and
efficiencies that save them money and time. Elec-
tronic order receipts relieve their sales people
from having to enter orders manually. “Sales peo-
ple can focus more on what they should be do-
ing, talking to customers about their needs, ask-
ing about products, services—not administration,”
says Subrata Purkayfstha, who manages the com-
pany’s accounting team.

And the new inventory management system
also helps them to reduce the amount of loss they
had due to expiring food products. With closer
monitoring on what’s in the warehouse and for
how long, the company has been able to reduce
their shrinkage from about three-and-one-half
percent a year to between one and one-and-a-
half percent. For a $30 million company, that’s a
substantial savings.
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TRUCKING WITH TECHNOLOGY

Ken Deocharren is one of those illustrative stories of an in-
dependent entrepreneur starting small—at a micro scale,
really—and growing his business exponentially, thanks to
technology.

Deocharren is the president of Express Trucking and
Courier, located near the John F. Kennedy International
Airport in Eastern Queens. His company offers a range of
trucking services for customers who need to move air cargo
to or from JFK. It also routinely partners with FedEx, UPS,
and DHL. Deocharren started out as an owner-operator
courier with a single van in 2005, providing short-haul trans-
portation for local firms—delivering small parcels, or payroll
checks, for instance. By 2008 he had grown to 35 vans. In
2009 he bought his first cargo truck and, a year after that,
his first tractor-trailer—without any real business for it when
he made the purchase. But with the larger trucks on hand,
Deocharren was able to quickly shift away from low-margin
courier work into the more profitable air cargo industry.
Since then, he hasn't looked back.

The quick growth was gratifying, but it also presented
huge challenges. "I was struggling with internal control,”
Deocharren recalls. “I didn’t know where the drivers were.
| didn’t know where customers’ shipments were and when
they were due.” Providing up-to-the-minute information is
a critical element of the service Deocharren provides in an
industry that is defined by understanding and exceeding
customers’ expectations.

Deocharren found drivers abusing the clock by taking
longer than necessary to complete trips. As is standard
practice in the trucking industry, many of his drivers began
each workday from the field—either from home with their
truck, or after a night's sleep during a multi-day trip. This
made it hard to track their start and end times. Deocharren
tried managing his drivers from memory and paper records
but, he says, it wasn't working. He realized that he needed
to invest in a way that would help him manage the econo-
mies of scale he had created in his company.

His earliest technology investment was a system called
Fleet Director from Teletrac—a satellite-based tracking
system for vehicles. For an initial cost of around $500 and
monthly subscription charges of $50 to monitor each of his
trucks, Fleet Director provides real-time information about
where shipments are and how his drivers are operating their
vehicles.

“I know if drivers are speeding, or if they're hitting their
brakes too hard,” Deocharren says, which is a sign of ag-
gressive driving. "“Arrival and departure times are captured
on a report that is constantly flowing to a computer screen;
the E.TA. of deliveries is constantly updated.” This gives

him information he needs to answer customers’ questions
about their shipment at any moment. “That is a huge sell-
ing point for us, and what often allows me to lock in a ship-
ment.” And because the system tracks drivers’ routes, as
well as start and stop times each day, it also improved his
company’s timekeeping and eliminated many “out-of-route
miles,” which, in turn, reduced fuel consumption. Installing
the system also earned Deocharren a break on his theft and
liability insurance premiums. All of this resulted in peace of
mind for Deocharren, and significant increases to the bot-
tom line for Express Trucking.

Jose Borges of the Queens Business Solutions Center,
who has helped Deocharren navigate much of his path-
way to growth, estimates the company has lowered fuel
consumption by 15 to 30 percent, reduced overtime by 20
percent and unauthorized vehicle use by 30 percent, and
increased productivity by nearly 50 percent.

But how did Deocharren, who had no technical training,
know enough to make the right decision about investing in
this system?

He asked other shippers what systems they used and he
spent time researching the services that each system provid-
ed. But what was most essential is that he understood the
pain points in his business with enough clarity and precision
to know exactly what problems he needed to solve in his
daily operations to allow him to grow. Armed with the right
strategic questions to ask about running his business, he
was able to thoughtfully describe where technology could
help him answer those questions most effectively. Even if
he didn't fully understand the exact functionality of the sys-
tems at the outset, he wasn't daunted by the information,
either. This may be partly a function of his age—31—and
the general technical literacy that comes from being in his
generation.

And Deocharren didn't stop with better operational
information. He recently bought a new transportation
management system—a single point of entry for all of his
company's data: operations, accounts payable, accounts
receivable, driver payments, and shipping progress reports.
[t can tell him about his sales this week, or last month, and
integrates with his accounting software QuickBooks.

"It cost me about $18,000 plus time to set it up. But
it allows me to have everything more organized and get a
better visibility.”

Deocharren says that this technology is not a require-
ment to run his business, but it's a requirement to be com-
petitive. “Most of my competitors have this, but don't use it
to the extent that they can. We're completely integrated.”



TAKING ADVANTAGE OF TECHNOLOGY

Technology is not a magic bullet that solves all
business problems. It can be a tool that business
owners with smart approaches can leverage to
make their firm more efficient, more informed,
and to find bigger markets to tap. “The reason
you implement accounting software is not for you
to make your accountant’s life easier,” says Jose
Borges of the Queens BSC. “The reason is so you
have a much better idea of what’s going on in your
business on a day-to-day basis, to see if there was
a change in the business and to ask yourself why
that was. Why were there were 15 fewer custom-
ers today? Why did I sell more coffee between
9 A.M. and 10 A.M. yesterday than I did today?”
Without technology, owners lack a way to have a
handle on what's going on in their businesses.

In other words, employing technology is not
just about learning a particular software package
or how to operate a piece of equipment. It's about
understanding how to leverage the information it
provides to be more competitive, or how to sell
in the markets it opens up to a small firm. “Tech-
nology has to be tied to human capital,” says CK
Chung, former director of the Lower Manhattan
Business Solutions Center.“Business owners need
the skills and knowledge to use it effectively.”

Employing technologies often requires own-
ers to adjust their ways of doing business to take
advantage of them, and that’s where many propri-
etors get stuck. It's not enough for a business to
have a Facebook page. It has to be monitored. The
business owner needs to be thinking about how
to convey interesting content to her customers
through it.“It has to become a basic work function
in order to keep it up,” says Erica Dorn, business
development officer for Accion-USA. “Otherwise
it’s a waste.”

Eduardo Giraldo, former head of the Hispanic
Chamber of Commerce of Queens, often sees this
dynamic. He says of many small business owners,
“They think, ‘T have a website but I am not get-

If used smartly and strategically, technology can help small businesses in a variety of ways

ting any business.” But it doesn't work that way.
You have a website and you have to advertise and
market that website.”

And small businesses need a strategy for em-
ploying it. Mark Caserta of the Brooklyn-based
business technology consulting firm Main Street
Complete tries to guide conversations with busi-
ness owners away from particular technologies at
first in order to understand the underlying busi-
ness puzzle they’re trying to solve. “We help cli-
ents look for business solutions instead of just a
piece of technology. We’ll often hear something
from a business owner like, “We need a computer
to run a CRM." Then we ask, “Well, what customer
relationship management software are you plan-
ning on using?” Theyre not sure yet; they just
think they should have one. So then we ask, ‘Can
you tell me what you want to accomplish with that
CRM?’ And then we take it from there.”

In the past couple of years, there has been an
explosion in the use of mobile devices like the
iPhone or iPad that allow individuals to instantly
search for information, shop or download con-
tent. Last year, for instance, sales of mobile de-
vices were greater than PC sales.* By 2020, Mor-
gan Stanley predicts that the number of mobile
devices could easily top 10 billion units. By com-
parison, the personal computer boom of the 1990s
only sold hundreds of millions of units.’

This move to mobile applications opens up a
huge window of opportunity for small proprietors
in New York City who have been slow to adopt
technology in their businesses. Indeed, over two-
thirds of respondents to our survey indicated that
they used smartphones as part of their business-
es—with more than half of all low- and moderate-
income business owners saying that they do.

“Phones are making information more acces-
sible,” says Catherine Barnett, executive director
of Project Enterprise. “It's a cheaper way to ac-
cess the Internet. It's portable. Many immigrants
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are already using phones for other things. Folks
in the mother country are receiving money from
them through Western Union phone applications.
So then they ask, “What else can we do by phone?”

“Many people in Washington Heights don't
have access to computers,” says Michelle Bhat-
tacharyya of the Northern Manhattan BSC. “So
we said, “You already feel comfortable with your
phone? Great. Let’s focus on that.”” The result was
a breakthrough moment in getting businesses to
finally think about their web presence. The BSC
is putting on an information fair in Spanish for
businesses to meet with representatives from
Yelp, GroupOn and Living Social.

And it’s not just mobile marketing, but other
business functions, too. “Programs they may not
have purchased for their computers,” says Barnett
of Project Enterprise, “theyre downloading for
their phones, like online banking.”

The Northern Manhattan BSC and Neighbor-
hood Trust Federal Credit Union are also working
with an application developer who is interested
in using text messages to register accounting soft-
ware entries, which was modeled on an approach
piloted in Africa. This would mean that business
owners who don’t use computers and don’'t have
QuickBooks would be able to begin to collect and
track their financial data more cheaply and sim-

ply.

DIGITAL DISCONNECT

Small businesses face a number of hurdles to adopting technology, from the upfront cost of
implementing technology to a lack of understanding about what tech can do for them

The upside of adopting more technology is clear.
So, what are the obstacles to more small business-
es making this part of their daily business opera-
tions?

There are several and they are interrelated.
But the two main threads are the cost of imple-
mentation and lack of awareness. The price tag of
implementing new systems is not inconsequen-
tial, but experts and business owners alike say it’s
not the driving force that leads to their reluctance
to adopt technology. “If you can rationalize the ef-
ficiencies for them, then it's almost an automatic
gimme,” says Jose Borges of the Queens Business
Solutions Center. “The bigger issue is the fear of
learning it—the complexity of the software and
the education level of the business owner. Many
are good at what they do for a living, but they're
not tech savvy.”

Many small business owners—especially those
of long-established firms—are daunted by their
lack of familiarity and understanding of tech-
nology, with nearly half of those who responded
to our survey saying that it was the number-one
challenge they face in adopting technology. The
owners of many mom-and-pop shops or neigh-
borhood service providers in New York City are
in their 50s or 60s and didn’t grow up using com-
puters. Personal technology wasn't part of their
business when they started, and most don't use
Twitter or Facebook in their personal lives.

Until recently, many of these older small busi-
ness owners have been successful without us-
ing technology. So shifting their mindset does
not come quickly. Indeed, as expert after expert
confirmed during the research for this report, the
imperative to transition to technology has also
been gradual.“There’s a generational divide,” says
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Elli Papadopolus of the Grow America Fund, the
small business lending arm of the National De-
velopment Council.“There’s a strong belief that “if
it ain’t broke, don’t fix it.” But it’s like your tire go-
ing flat from a small pinhole. You may not notice
it’s breaking until it’s broke.”

Jose Borges’ father is a great example.“My dad
ran a kosher bakery and pastry store on the Up-
per West Side. I would make fun of him because
he knew the entire inventory at any given time
based on what he produced and what he sold. I
remember saying to him that he had to automate:
put an inventory control system in place, reduce
his loss from spoilage, things like that. I calcu-
lated we could improve the way we did business
and see a 10 to 15 percent savings a year. But he
refused. He sold the business in 2003, and I think
one of the reasons was that he found it much
more challenging to compete with the new cafes
that were popping up and managing their inven-
tory and operations using new technology.”

“My dad was in business for 35 years,” Borges
continued. “And he retired young—he was 55. He
could have stayed in business.”

Education level plays a role, too. Many small
business owners in New York City are also recent

immigrants, who may not have advanced educa-
tion, and have been slow to adopt technology into
their daily operations. A recent report by Fund for
Public Advocacy found that nearly 9 out of every
10 immigrant business owners in New York City
don't have a website—well over the national av-
erage of about half. And nearly one-third of these
firms operate on a cash-only basis, declining to
accept debit or credit cards from their customers.
Bank card transactions come with fees that make
it hard for low-margin businesses to remain prof-
itable on card sales without charging a premium.
But studies have shown that consumers spend
substantially more with cards than with cash, and
cards are becoming significantly more prevalent
in daily transactions. As that prevalence grows,
the fees merchants pay to accept cards will in-
creasingly be baked into the prices of goods and
services. But until then, many business owners
prefer cash as their legal tender.

Related to this, many of the city’s small busi-
ness owners face cultural and linguistic obsta-
cles to adopting technology. “Relatively speaking,
there is not as much of a problem getting people
to use tech in Harlem, but it's much more of a
challenge in Washington Heights because of the

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY
What holds you back from adopting technology?

Cost of

Implementation
47%

Lack of
Understanding of

the Technology
32%
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cultural and language barriers,” says Bhattacha-
ryya, who formerly ran the Northern Manhattan
Business Solutions Center. “Subtle differences
can be a stumbling block. Take, for instance, the
way a community like Washington Heights gets
its news. There’s a radio on in every store. Every-
one still uses a lot of that old media. There’s a lack
of a sense of urgency to use the Internet because,
they think, “Who's using it anyway?"”

And most small business owners—even
younger ones who may be more technologically
savvy and open to integrating these tools into
their businesses—just don't have the time in the
face of their day-to-day business demands to in-

“The irony is that the smallest businesses,
who most need this technological edge, are the
least likely to go looking for it because they do
not have the time or expertise,” says Court Cun-
ningham, CEO of Yodle. “A small business owner’s
expertise typically lies in their chosen trade or
profession, not necessarily incorporating differ-
ent technologies into their company.”

In a city and an era of vastly more competi-
tion, lower consumer spending, tighter credit re-
strictions, high rents, spiking energy costs and
regular parking tickets on delivery vehicles, the
relative importance of adopting technology for
small business owners falls down the priority list.

With small businesses facing more
competition, lower consumer spending,
tighter credit restrictions, high rents, spiking

energy costs and excessive ticketing, the
relative importance of adopting technology
falls down the priority list.

vestigate the tech options available to them, and
to feel confident about the investment they’ll
need to make. Many are working 16-hour days,
focusing on making sales, ensuring the electricity
bill is paid, sending invoices out to customers, or
changing a blown light bulb. Do they really need
to be the webmaster, too? Most know technology
can help them, but their lack of precise under-
standing of how to identify the right technical so-
lutions, coupled with the dearth of available time
to delve into the issue, makes it hard to overcome
the inertia of the day-to-day. Delegating would
be an option if a firm was big enough. But the
average 5-person business, let alone the aver-
age mom-and-pop shop, doesn’t have a CIO or a
dedicated slot for an IT person. For most owners,
that’s basically their role.

This is especially true when owners aren't sure
where to start.

Jonathan Moyal is the founder of the crowd-
funding website Lucky Ant. His site helps small
businesses identify small investments they would
like to make, and then helps them raise a large
number of small contributions from the general
public in exchange for ongoing discounts or other
types of rewards. The business owner gets an in-
fusion of cash to undertake his or her project—
and customers who have “bought into” the busi-
nesses are likely to remain devotees.

Moyal described a tea shop he approached
in the West Village near New York University. “I
walked in and said, ‘How come you don’'t have a
website?’ The owner said, ‘I really should, but it’s
not at the top of my priority list.” When I told him
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I could help him crowdsource the building of his
website, he was on board within seconds. It was
my easiest sell. He knew it was important and that
he was losing business because of it. But didn't
know where to start, who to talk to, or how to fi-
nance it.”

And while cost is not the predominant fac-
tor most businesses cite in discussing why they
don't leverage more technology, it’s definitely a
factor. “It’s not that they don’t see the value,” says
Ed Abel, the former ambulette company owner
who saw early the value of employing technology.
“They say to themselves, ‘I have a fixed amount
of money. Do I suck it up and give it all to the
software company?’ In my role as their coach and
mentor, I show them the value of making that in-
vestment up front. But ultimately they need to
make that financial decision.”

“What makes it harder,” he says, “is that the
tradeoff doesn’t appear stark at first.” In fact, the
opposite is true: the outlay of cash at a time when
businesses are undercapitalized seems a lot more
painful. “Businesses don’t suffer initially. They
suffer when they go to the next stage. Early on,
theyre trading the efficiencies of automation for
their own time. They say, ‘Oh, I can handle this
myself.” It's when they grow to the next stage that
that do-it-yourself approach becomes unsustain-
able. And it costs them more to do it at that point
because they have business going on and systems
in place. It’'s disruptive and hard to catch up. I tell
my clients, “You can pay now or you can pay later.
But when you pay later, you're really paying.”

Many small businesses are not only capi-
tal constrained, they're also operationally con-
strained. As any organization grows the degree
of complexity increases. When a small business
relies on the founder to play too many roles, he
or she becomes the constraint. “It takes a certain
managerial skill set to get to $ 1 million a year
in revenue,” says Edwin Hong, chief operating of-
ficer of Seedco Financial, of growing small busi-
nesses. “The whole purpose of technology is to
unlock additional productivity. It can be one so-
lution that helps with operation, managerial de-
cision-making, and customer relationships. But
entrepreneurs need to free time up to adopt it.”

Countless small businesses could benefit from
advice and technical assistance from technology

experts. But small business owners often struggle
to find good support from IT consultants that they
can trust and afford. Here, too, the lack of basic
knowledge of the underlying technology makes
it difficult to engage the right professional. Most
small business owners simply feel like they're
not aware enough to know how to even engage
them.“There’s so many people out there trying to
sell you something,” says Dawn Harris-Martine,
the owner of Grandma’s Place, a children’s book
and toy store beside Marcus Garvey Park in Har-
lem. Though she is 73, Harris-Martine has taught
herself about websites, point of sale systems, and
QuickBooks over the past couple of years.“I found
that if you're not an informed consumer, you're
going to get played.”

Add in the concerns over cost and disruption,
and it’s enough to drive most small business own-
ers to inaction. “Many business owners have been
successful because they've hired the right folks to
help them operate their businesses,” says Borg-
es of the Queens BSC. “But how do you manage
someone that is doing something for you that you
don’t actually understand yourself?”

Trust is a huge issue. The very nature of what
consultants are doing adds to the anxiety of not
fully understanding what theyre doing. On some
level, the transaction is akin to the classic situa-
tion of a person bringing their car to a mechanic
to be fixed. The stereotypical encounter is that a
customer who is not mechanically inclined is at
the mercy of the mechanic who suggests a list of
repairs that are needed. Are they all needed? Will
it fix the problem? Will it cost a small fortune,
only to find out that the problem remains? But
at the end of the day, if the mechanic doesn’t do a
good job, the car owner has the option of taking
the vehicle to a more reputable shop and having
the problem properly resolved.

However, in the case of a website developer,
the code he or she uses may be compiled in a way
that only that particular consultant will be able to
fix. If the small business owner ends his or her
relationship with that consultant, the next one
might not be able to fix the problem and might
have to start from scratch. In the meantime, if the
proprietor is relying on that website to increase
sales, that consultant has now set the business
back. It's much more personal.
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TEACHING TECH

New York’s economic development agencies offer some programs that help small businesses adopt

new technologies, but much more could be done

The challenge for small business owners is not to
become technology mavens, but to learn enough
to become an informed consumer of technology.
The problem is that affordable educational op-
portunities that provide strategic value to small
business owners are limited.

During the Bloomberg administration, the New
York City Department of Small Business Services
(SBS) has made significant strides in supporting
small businesses. By creating a network of NYC
Business Solutions Centers in each borough, SBS
has made it easier for business owners to access
a range of small business assistance programs,
attend workshops and get one-on-one counsel-
ing. The agency has greatly expanded the num-
ber of Business Improvement Districts (BIDs).
And it has significantly stepped up efforts to help
small firms get access to financing. For instance,
SBS partnered with Citi Community Development
to establish the first formal referral program, in
which banks—such as Citi—routinely refer small
businesses that aren’t yet able to qualify for tradi-
tional bank financing to the city’s Business Solu-
tions Centers, which then can help the firms make
connections to micro-lenders, credit unions and
other alternative sources of capital.

But while SBS is helping small businesses
with everything from financing and finding work-
ers to accessing government contracts, our re-
search suggests that the agency could be doing
more to help small firms understand and adopt
technology into their daily operations.

On the one hand, the courses that are offered
by the city’s Business Solutions Centers include
just two that are focused on technology: Website
Fundamentals and QuickBooks. A third, Business
Financial Management focuses on bookkeep-
ing principles, but according to Jose Borges, who
teaches the course at the Queens Business Solu-
tions Center, it emphasizes the automation of ac-
counting. (None is currently offered in another

language but Website Fundamentals, Financial
Management, Business Basic and Mastering Mar-
keting are now being translated into Spanish and
should be ready in the fall.) These courses are
oversubscribed and funding is limited. “There is
overwhelming demand,” says Brad Seader, direc-
tor of the Queens Business Solutions Center.“The
QuickBooks course has only 20 seats and is of-
fered once or twice a quarter—occasionally as of-
ten as once a month. There’s a budget for courses
at each center and we have to spend that on other
business education courses as well.”

On the other hand, none of the courses offer
a comprehensive view to encourage small busi-
ness owners to think about technology not as a
discrete solution, but as a series of possible tools
to provide more information about their business;
that can help them increase their market share,
reduce costs and become more profitable.

One person familiar with NYC Business Solu-
tions—the network of community-based business
training and support centers funded by the NYC
Department of Small Business Services—told us
that the services offered by the business solutions
centers is fairly straightforward and not squarely
focused on providing a range of technology so-
lutions. “The business specialists in each of the
centers specialize in financing, recruitment and
launching. Business technology, per se, isn’t a cat-
egory of focus, but individual specialists may be
aware of certain technologies. At the launch pe-
riod, they do meet individually with owners on
technology options that may be useful for them.
They ask, for instance, ‘Have you considered us-
ing QuickBooks?"”

The solutions centers also face challenges
from the sheer differences in technical literacy on
the part of business owners. “People come in with
some wildly different ranges of tech awareness,”
says Seader. “That makes it hard to tailor pro-
grams to their needs. Some want to learn how to
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MAKING TECH SIMPLE

A bright spot in the world of technology training for small businesses comes from the SCORE Foun-
dation. Their Tech Made Simple web series and associated set of how-to guides explain a variety
of important business-related technology solutions relevant to almost any business owner. The well-
organized and highly contextualized modules begin with the important question that will be familiar
to any business owner: “What is the challenge in your daily operations that you would like to solve?”
Once that has been identified, the workshops offer suggestions on how to strategically approach many
problems with technology as a tool, not as a magic bullet or as an end in and of itself. Indeed, they step
viewers through the process of developing a technology plan, akin to a business plan, in order to help
business owners make thoughtful decisions about how to prioritize investments in solutions that will
have the greatest strategic benefit for their businesses.

The web series, which was put together with funding from a dozen corporations, including Google,
Cisco, AT&T and Constant Contact, was the outgrowth of a series of focus groups conducted across the
country in 2010 that included business owners with 25 or fewer employees. Owners were asked what
kinds of solutions they were looking for. “Most businesses said getting more customers, getting paid,
and managing cash flow,” says Heather Hendy of the SCORE Foundation. “Those are not necessarily
tech-related, but it led us to ask how they can solve those problems by leveraging technology.”

The online modules and resources are available to any business owner who feels comfortable ac-
cessing them online. But while SCORE also provides the materials and curriculum to dozens of locally
based chapters across the country for in-person trainings, this does not include the New York City chap-
ter. "We direct them to the national website,” says Jim Alles, vice chair of the city's chapter. “It's hard to
improve on that.” Maybe so, but for those business owners who might not feel confident accessing the

material online, or who simply learn better in a group setting, this is a real missing piece.

use e-mail. Some are ready to install a customer
relationship management system.”

In addition, most of the staff at the various
publicly funded business assistance centers are
not themselves experts in technology, let alone
the application of specialized packages like point-
of-sale or CRM in the small business world. Indi-
vidual counselors may happen to have some per-
sonal or professional experience with different
systems, but there are no technology experts, per
se, on hand to provide advice on how to leverage
technology in executing owners’ business plans.

Finally, an important obstacle to take stock of
is that, frankly, some business owners are good at
their trade, but not at running a business—or at
least not at running their business in a competi-
tive, technology-enabled era. There are probably
dozens of small artisanal food producers who
went into business because they make one of the
most sublime chocolate chip cookies, or pickled
smoked okra, or run the quaintest restaurant. But
their passion for their product or service may not
carry over into competency in running a business.
Another business service provider mentioned

clients of hers who are construction contractors.
“Theyre good at bidding and estimating jobs,” she
says.“But not in terms of keeping books and man-
aging their cash flow.”

For some of these entrepreneurs, learning
about certain technological tools can help by
providing them with information they can use
to make different strategic decisions about their
businesses. For instance, the contractors might
develop a better understanding of why they con-
sistently face constrained cash flows if they can
review patterns of their income and expenses in
an accounting management program over sev-
eral months. But they also need to know enough
about their business to even ponder the question
in the first place. That has less to do with learning
technology than it does about learning entrepre-
neurship. This is another challenge for business
education—especially for established businesses.

“Most of the technical assistance providers
are focused on the pre-startup stage,” says Paul
Quintero of Accion-USA. “Once you start a busi-
ness, knowing how to grow and manage it is key
and there are more limited options in this regard.”
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ON THE WEB

On the Federal Small Business Administration’s (SBA) website, a single, brief page offers ideas on Using
Technology to Stay Competitive. Several broad categories of advice are offered without any concrete
suggestions of how employing the technologies will lead to competitiveness—or why they should be
employed. It seems assumed that the reasons they will help are apparent. A related page on Ideas
for Growing Your Business talks about business expansion and market-broadening ideas, but there
is only one mention of deploying technology: “expanding to the internet”. Another section on Using
Technology (under the category of Running Your Business) refers generically to ecommerce and online
advertising.

These sites do not provide any sort of roadmap to help small business owners get started and they
don't detail where to look for additional information, or who to consult for more specific advice.

Likewise, a recent search of the website of New York State Small Business Development Center—
a consortium of the 26 SBA-funded Small Business Development Centers across the state—listed 14
upcoming training courses being offered at five NYC-based SBDCs. Not one focused on technology,
or appeared to offer a technology component.

Meanwhile, on the NYC government-operated NYC Business Solutions website, there are 16 pos-
sible business training opportunities among their core courses for which business owners can pre-
register. Only two (QuickBooks and Website Fundamentals) seem to be directly related to technology.
On the catalog page describing these courses, the word technology doesn’t appear once. (QuickBooks
appears under the “Financial & Accounting Course” category.) Nor does it appear in the FastTrac
(New or Growth Venture) FAQ page. For the FAQ on the Strategic Steps for Growth course the word
"technology” appears only once in describing the sectors of businesses the course might help. (The
curriculum is not described for either of these courses.)

NYC Business Solutions Centers do offer a
range of center-specific courses and events that
are intended to meet the demands of each center’s
local business owners’ needs. These are offered at
varying intervals throughout the year and often
cover important technology-based topics, such
as using social media in hiring (versus market-
ing), e-commerce primers, understanding how
to ensure their websites are easily found among
customers’ web search results. Unfortunately,
because these courses are often one-off events
held on an ad hoc basis, they are not advertised
broadly to business owners on the NYC Business
Solutions website. Nor, for the most part, do these
courses place technology, broadly, in the context
of an overall small business strategy to becom-
ing more competitive in the marketplace. Without
that important context setting, business owners
are more likely to see these tools as disconnected
puzzles to solve, rather than as part of a strategic
approach to solving their day-to-day operation-
al challenges, and to becoming more effective at
garnering market share, decreasing their costs of

operation, and becoming more competitive in a
tech-enabled business environment.

SBS also offers another important program
for more established small businesses looking
to use technology to help move them to the next
level. The agency’s Customized Training Grant
program helps business owners to defray a sig-
nificant portion the costs of professional training
provided to employees—up to $400,000—if the
owner can show that the new skills will lead to in-
creases in wage levels (for instance, through pro-
motions or increased technical ability). Approxi-
mately two dozen of these grants are made each
year, with an average award of between $35,000
and $50,000. They can be used to train employees
on new equipment or technologies to make busi-
nesses more productive and more competitive.

Key to the awarding of these grants is that the
training be associated with a transformation in
the way a company does business. In the case of
technology, this means not simply training staff
on a new version of existing software.

An example of that sort of transformative ap-
proach is occurring at Dome Property Manage-
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ment on Staten Island, which provides property
management services to over 5,000 units in the
New York Metropolitan area and beyond. In Janu-
ary of this year, they received a customized train-
ing grant of nearly $60,000 to train its 15 employ-
ees in a new software package that both Dome
and SBS believe will allow them to move from an
old fashioned, paper-based system of logs to track
work orders and open issues with customers to
an integrated system that allows its property
management professionals and customer service
workers to seamlessly track each other’s work,
demonstrably improve their overall productivity
and provide clients with more timely information

In another case, Gourmet Guru, a high-end
food distributor in the Bronx, was hoping to get
to the next level by becoming a supplier to the
Whole Foods. To do so, they needed to adopt the
data systems that many national retailers require
of their supply chain members—large and small.

Customized Training Grants can be power-
ful in helping small- to medium-sized businesses
that are poised for growth, and that have a clear
vision for how they want to realize that growth, to
expand and increase their market share and em-
ployment. The relatively small number of these
grants that are awarded, however, means they're
not a game-changer at the citywide level.

about their open requests.

SINGING A NEW TUNE

Fifteen years ago, a man named Popo, opened a Guyanese and Trinidadian music shop on Liberty
Avenue in Richmond Hill called Popo Music. Popo might have marketed its Guyanese and Trinidadian
CDs and DVDs in very local ways. He likely would have had a listing in the local Yellow Pages. He might
have had handbill advertisements drawn up on quarter-sheets of paper to pass out in front of in front
of local Caribbean night clubs or at the Lefferts Avenue elevated subway station overhead. Maybe he'd
set up a table outside during the annual Holi festival parade.

None of these are a bad idea, even today. But in today’s competitive marketplace, they can't be the
only places Popo looks to market his wares. Instead of a Yellow Pages entry, he needs a web site that,
at a minimum, crisply describes where his shop is and when it's open. Because that's where customers
are going first to look for what they want to buy—whether they buy online, or in the neighborhood. And
even better if his site is attractively designed and shares information about the types of musicians he
features in his shop, including the variety of genres and any other accessories. Instead of passing out
flyers at clubs or festivals, he might put together a page on Facebook that describes his store, and then
link with the Facebook pages of local West Indian clubs or bands, commenting here and there on the
posts others make on those pages, and reminding fans that he carries much of the same music from
the homeland, that isn't yet available on ITunes. In addition to selling CDs at local parades and events,
hoping to sell $100 worth of discs in the course of an afternoon, Popo might set up a basic e-commerce
site on his web page that allows those who are browsing from home—perhaps from the Tri-State Guya-
nese diaspora on Long Island or in New Jersey where there are fewer stores like Popo’s—to plunk down
$11.99 (plus shipping and handling!) for a hard-to-find disc in a moment of inspired consumerism.

But Popo, who appears to be in his mid-fifties, has none of these marketing tools—tools that are re-
ally just updated versions of those he might have used a decade or so ago. The promise of technology
doesn’'t make sense to him because he can see only the cost of it, and not the potential upside. “Every-
thing goes up, up, up,” he groused. “The electricity. The rent. Why should | stretch if | cannot reach?”

Popo hasn't made the connection between the newfangled technology, and the very traditional
entrepreneurial task it would help serve—promoting his product into the hands of as many customers
as possible. Marketing online is the way that's done, now.
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RECOMMENDATIONS

Technology is fast becoming an essential tool to
help small businesses in every industry to grow
to the next level or simply remain competitive in
an increasingly challenging business environ-
ment. While growing numbers of small business-
es in New York—especially new enterprises and
those run by younger entrepreneurs—are adopt-
ing technology; thousands have yet to do so in a
meaningful way. This is not just a problem for in-
dividual business owners, but also for New York
City, which has a lot at stake in seeing more of its
unique businesses succeed in an age of increasing
global competition. Our research uncovered some
promising opportunities to help business owners
to think more strategically about their firms—and
about the role technology can play in them. As we
lay out in the recommendations below, there are a
number of things that city, state and federal poli-
cymakers can do to help more small businesses
incorporate technology into their daily operations.

Increase the Number of Small Businesses that
Incorporate Technology by 25 percent

City and state economic development offi-
cials should set an ambitious goal for increasing
the number of small businesses in New York that
adopt technology into their daily operations. It
would be reasonable to see a 25 percent increase
in the next three years.

Create a Specific Plan for Helping Existing Small
Businesses, Not Just New Enterprises

While many new businesses are using tech-
nology tools to build their business, there are
still considerable gaps for older business owners
who did not grow up or launch their businesses
at a time when tech tools were a standard way
of conducting everyday business. City and state
economic development officials should specifi-
cally target these existing businesses as part of
any new effort to increase the rate of technology

adoption. Fortunately, there is significant poten-
tial to help existing small businesses to become
more technically literate. Many of these firms feel
intimidated by technology, but become more open
to adopting specific technology tools after being
exposed to them. Many just need advice on navi-
gating a process to review their business process-
es and adopt technology.

Unfortunately, the lion’s share of support for
small businesses is focused on people with busi-
ness ideas, and not the existing businesses that
are already part of the fabric of their communi-
ties. “If you divided technical assistance organi-
zations between pre- and post-startup service
providers, there is far more support for start-up
businesses,” says Paul Quintero, CEO of Accion-
USA. “But the better bang for the buck is to help
existing businesses.”

In many ways, it’s actually easier to help an
existing firm to get to the next level, to position
them for growth and to create job opportunities.
They've already overcome the start-up phase and
made significant investments in their firms.

Increase the Capacity of Community-based,
First-line Organizations to Help Small Business
Owners Get Up to Speed on Technology
Community-based small business assistance
organizations, including microfinance groups,
are critical to delivering services to small busi-
nesses—especially those owned by immigrants
and minorities; many of whom are less comfort-
able seeking advice at government offices. Sever-
al of these organizations already offer training in
QuickBooks and website fundamentals, but there
is a great need to increase these efforts and ex-
pand upon the types of technology advice that is
currently offered. City and state agencies, as well
as philanthropic funders, should help ensure that
more of the city’s small business assistance orga-
nizations develop the capacity to provide advice
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on technology issues and help more of those who
are already offering some tech support to scale
up those efforts. Perhaps even more importantly,
it is critical that more of these local organizations
expand their technology assistance beyond just
training in QuickBooks and website fundamen-
tals, since these are necessary but insufficient of-
ferings for small business owners today. Existing
entrepreneurs should be able to access local-level
advice and basic training in the myriad of ways
technology can help them with their businesses.
No organization can be all things to all business-
es, so it makes more sense to provide training on
the more fundamental topic of how technology
enables business growth across a range of func-
tions. This would serve several functions:

e It would help business owners to think
more strategically about their businesses, and
how technology can help generally. That’s a more
productive mindset for an entrepreneur than wor-
rying about learning the specific steps of a par-
ticular software package—at least as a grounding
point.

e It would serve to educate business own-
ers about technology generally so that they can
become informed, competent and confident cus-
tomers of IT consultants and services. This would
serve to get publicly funded organizations out
of the business of teaching specific technology
programs and packages, and move them toward
creating more tech-savvy entrepreneurs who can
sustain themselves.

e Finally, as evidenced by the significant
technological gap between immigrant-owned
businesses in New York City, and small business-
es nationally, it would provide a greater capacity
at the local level to provide culturally sensitive
and linguistically appropriate resources is sorely
needed.

Help More Small Businesses Develop Technol-
ogy Plans, Not Just Business Plans

It is now widely accepted wisdom that small
business owners are likely to make the best stra-
tegic decisions about their firms when they have a
well-conceived business plan. It has become a re-

quirement for any owner seeking capital—either
debt or equity. But there has been much less focus
on the need for new or existing businesses to cre-
ate a technology plan. As a matter of course, any
firm creating a business plan should also include
explicit discussion of which business goals could
be met by leveraging a technological solution.
This could be particularly powerful for existing
businesses that are looking for a strategic advan-
tage in an increasingly competitive environment.

This is an area in which a philanthropic or
public sector funder seeking to support small
businesses and encourage entrepreneurship
could create a pilot program to walk existing
business owners who may feel their technologi-
cally challenged through the process of creating a
plan. Fortunately, a clear roadmap for how to cre-
ate a technology business plan already exists. The
national small business assistance organization
SCORE, in its Tech Made Simple web series, lays
out a step-by-step process for creating a business
technology plan. The process is particularly valu-
able for small business owners because, rather
than simply suggesting a number of different
technological solutions, it begins with a self-guid-
ed strategic review of one’s business. Owners are
encouraged to examine their strengths and weak-
nesses, as well as the opportunities and threats in
their markets. From there, a number of business
goals are developed. Technological tools that help
realize each goal are reviewed.

What is foundational about this approach to a
technology plan is that it does not lead with tech-
nology solutions; it leads with a strategic review
of the business. As we found in speaking with
many experts and business owners, the greatest
challenges in adopting technology were often not
an understanding of the technology itself, but of
how a given technology helps with a business’s
strategic positioning in the marketplace.

Completing this program might include pref-
erential terms for loaning a business capital to ac-
quire strategically important technology. In a tight
credit market for otherwise struggling businesses,
these loans could be the difference between small
businesses with outdated approaches to their
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business dying, or reviving themselves in a new
environment with new tools.

Leverage the Surprising Availability of Basic
Technological Tools that Small Business Owners
Already Have —Including Computers and Access
to High-speed Internet—to Develop a Basic On-
line Presence for Them

Our survey found a surprisingly high level of
respondents—nearly 9 of every 10—had a com-
puter in their place of business; a similar propor-
tion had access to high-speed Internet services.
This represents a powerful opportunity to get
many small businesses online in a meaningful yet
simple way. Given that we know that consumers
increasingly turn to the Internet first when de-
ciding where to shop for a product or service—
whether or not they ultimately complete their
purchase online or in a brick-and-mortar shop —it
is essential that neighborhood shops and service
providers have a basic online presence in order to
show up in the constellation of options potential
customers find after conducting a search.

New York City’s Business Solutions Centers
recently began offering Website Fundamentals
in each of its borough-based centers in an effort
to bridge this gap. The BSCs should ensure that
their outreach and marketing targets those firms
that are already primed for getting online, and
provide the strategic framing for why being on-
line is critical in today’s marketplace.

Create an AmeriCorps-like Small Business
Technology Corps

In many of the commercial districts across the
city, there are hundreds, if not thousands of mom-
and-pop businesses that might be interested in
adopting technology if there was someone to walk
them through the steps and hold their hands.
Working through merchants associations or busi-
ness improvement districts, a corps of technologi-
cally literate recent college grads could farm out
across these neighborhoods and spend 9 to 12
months in communities, helping businesses to as-
sess their current needs, identifying technologies
that might help them, demonstrating their ben-

efits, and then holding business owners’ hands
through implementation.

The corps might develop a relationship with
reputable IT consultants who could provide more
advanced technical assistance, when needed, to
the corps members or on a fee basis to the busi-
ness owners themselves. (This would help many
small business owners to overcome their intimi-
dation to hiring the right consultant.) But the
corps members would continue to provide day-
to-day handholding through implementation.
The benefit for corps members, in addition to the
community service experience, is to be exposed
to entrepreneurship at an early point in their ca-
reers, potentially helping them to launch their
own small businesses—whether in technology or
not.

This could be easily piloted in communities
like East Harlem, Richmond Hill and Browns-
ville where there are strong, business-focused
community-based organizations to help sponsor
demonstration projects.

Conduct Technology Audits that Demonstrate
the Financial Benefits of Upgrades

AKkin to the energy audits conducted by many
utility companies for business owners to demon-
strate the cost-savings associated with adopting
more energy-efficient devices and materials, a
similar audit and costs-benefit analysis could be
provided for technology adoption. The analysis
would account for the time required by owners
and staff to train them in the use of the technol-
ogy, and for any disruption in business the imple-
mentation might cause. The analyses would help
to demonstrate the value and savings over time
for owners, clarifying when an investment will
pay for itself, and demystifying the adoption pro-
cess—and the many anxieties adopting new tech-
nology brings.

Encourage Small Business Owners to Develop
Peer-to-peer Communities of Practice—and to
Share their Ideas and Experiences

Given the trepidation of business owners with
respect to trusting and adopting technology, some
of the most fruitful advice is likely to come from
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peers, including recommendations on reputable
service providers, like IT consultants. Dawn Har-
ris-Martine, the owner of Grandma’s Place in Har-
lem learned this the hard way. After a half-dozen
or so attempts trying to develop her own website,
and implementing a point-of-sale system, she be-
gan taking courses through the Harlem Business
Alliance. The content of the classes was great, she
says, but the real payoff was in whom she met.“By
taking these courses, you come in contact with
other entrepreneurs,” she says. After shunning
business owners meetings and breakfasts, she is
attending them more regularly, even hosting some
in her living room. “It took me five years to realize
I couldn’t do this alone, but I now have a crew. I
have folk around me who all have their ears and
antennas up. You become a little more savvy just
by keeping in touch with that community.”

Consider Encouraging Business Owners’ Chil-
dren in the Learning Process

In several of our conversations with technol-
ogy service providers, they indicated that they
found it useful to work with small business own-
ers’ children (those over the age of 21) to help
bridge the gap in technology awareness and
adoption. Often, training an appropriate fam-
ily member who is more tech-savvy was a useful
way to increase uptake. Deepti Sharma Kapur of
FoodToEat.com worked with the children of sev-
eral mobile food cart vendors to demonstrate and
help train owners in the use of their mobile order
terminals. Jason Richelson of the online point-of-
sale system Shopkeep.com has similarly worked
with owners’ family members who had more fa-
miliarity with iPads—Shopkeep’s interface—than
the business owner did.

1. We analyzed the member directories of the BIDs web-
sites.

2. http://www.affilorama.com/internet101/social-media

3. Estimate of Jose Fernandez, president of the Bodega As-
sociation of the United States, in March 2012 interview.

Bring SCORE’s Powerful Tech Made Simple On-
line Training Modules to those Business Owners
Who are Not Already Online

The SCORE Foundation’s powerful series of
online training modules that teach business own-
ers not just about technology, but how to lever-
age it in their day-to-day business challenges, are
among the best tutorials available for the general
public. But for those business owners who aren’t
online, or who don't feel comfortable learning on
their own, they don’t have this option—at least
not in New York City. While the national founda-
tion provides the curriculum and training mate-
rials for trained instructors to conduct in-person
trainings, the New York City chapter does not cur-
rently participate.

As our survey shows, many small business
owners simply feel stymied by learning technolo-
gy. Having the opportunity to be introduced to the
powerful concepts on business strategy in Tech
Made Simple in an in-person format seems like an
important and missing opportunity. We encourage
the New York City chapter to use the SCORE na-
tional’s materials to do this.

Even better would be if these materials were
made available to trainers who speak a variety of
languages other than English. Rather than ask
SCORE or its chapters to shoulder this responsi-
bility themselves, we recommend that SCORE ex-
plore licensing the material to community-based
organizations, or even local government agencies
like the Department of Small Business Services,
who provide business education to small propri-
etors. This could be a very effective way to in-
crease the span and reach of this important tech-
nology education tool.

ENDNOTES

4. Henry Blodget, “The Future of Mobile,” Business Insider,
March 21, 2012; Jonathan Bowles and David Giles, New
Tech City, Center for an Urban Future, May 2012.

Louis Basenese, “The Mobile Industry: The Biggest Tech
Trend Ever,” Wall Street Daily, July 5, 2011; Jonathan
Bowles and David Giles, New Tech City, Center for an
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NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

All

Respondents

LMI

Respondents

Non-LMI
Respondents

123 (51.5%) 116 (48.5%)
Sector N =239 N =123 N =116
Retail 22.2% 34.1% 9.5%
Construction / Renovation 4.6 2.4 6.9
Manufacturing 7.5 6.5 8.6
Wholesale / Distribution 7.9 9.8 6.0
Building Services 1.3 0.8 1.7
Healthcare / Medical 2.9 2.4 3.4
Social services 1.7 0.8 2.6
Professional services 12.1 7.3 17.2
Hospitality / Leisure 7.9 8.1 7.8
Entertainment / Media 3.8 3.3 4.3
Technology 3.8 4.9 2.6
Arts & Culture 5.0 4.1 6.0
Other 19.2 15.4 23.3
Geographic Distribution
Bronx 10.0% 12.2% 7.8%
Brooklyn 30.1 25.2 353
Manhattan 30.5 341 26.7
Queens 20.1 21.1 19.0
Staten Island 2.9 4.1 1.7
Other 6.3 3.3 9.5
Median Size of Firm (Employees) N =239 N =123 N =116
Full-time 1 1 1
Part-time 2 1 2
Total Revenues N =238 N =122 N =116
Under 50K 57.3% 67.5% 46.6%
50-100K 10.0 12.2 7.8
100-250K 11.7 8.9 14.7
250-500K 10.0 6.5 13.8
500K-1M 5.0 1.6 8.6
1M-5M 4.6 2.4 6.9
5M-10M 0.0 0.0 0.0
Over 10M 0.8 0.0 1.7
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NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

All LMI Non-LMI
Respondents Respondents Respondents

Total Household Income N=239 N=123 N =116
Under 25K 17.2% 33.3% n/a
25-55K 343 66.7 n/a
55-100K 25.5 n/a 52.6%
100-150K 10.0 n/a 20.7
150-250K 7.9 n/a 16.4
Over 250K 5.0 n/a 10.3

How important is technology, and keeping up with new technol-

ogy (e.g. software, social media, production equipment), to the

success of your company?

Not at all important 3.8% 6.6% 0.9%

Not very important 5.0 6.6 34
Somewhat important 23.9 23.0 250

Very important 67.2 63.9 70.7

Do you feel like your company uses technology to a sufficient
degree to be competitive?

Yes 56.3% 51.6% 61.2%

No 35.7 36.9 34.5

Not sure 8.0 11.5 4.3

Do you feel the use of a greater amount of technology would

help you increase your sales?

Yes 76.9% 75.4% 78.4%
No 11.8 13.9 95
Not sure 11.3 10.7 121

Do you plan adopt more technology for your business?

Yes 83.2% 76.2% 90.5%
No 16.8 23.8 9.5
What holds you back? N = 44 N =29 N=12
Cost of implementation (first choice) 51.2% 51.7% 50.0%
Lack of understanding of the technology (first choice) 29.3 37.9 8.3

Do you have a computer in your place of business?

Yes

88.6% 81.1% 96.5%

No

11.4 18.9 3.5%

If you have more than one computer, is it networked?

44.0% 41.4% 46.4%

56.0 58.6 53.6%
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Do you have dedicated access to the Internet?

All
Respondents

LMI
Respondents

NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

Non-LMI
Respondents

Yes — High speed 94.7% 91.9% 97.3%
Yes — Dialup 1.4 2.0 0.9
Yes — via mobile phone, only 2.9 4.0 1.8
No 1.0 2.0 0.0
How do you use to store and back up your data? N =209 N =99 N =110
Backup hard drive 65.6% 59.6% 70.9%
Server 13.4 12.1 14.5
Wireless router 8.6 5.1 11.8
Cloud-based storage 31.3 20.2 40.9
Not sure 12.4 19.2 6.4

What types of software do you use?

Accounting 52.7% 43.3% 60.9%
CRM — Customer relationship management 15.5 1.3 19.1
Inventory management 9.7 11.3 8.2
Cloud-based applications (e.g. Google Docs) 54.6 45.3 62.7
Spreadsheet 66.2 54.6 76.4
E-mail marketing 44.0 40.2 47.3
None of these 8.7 14.4 3.6

Do you use e-mail at your place of business?
Yes

87.7%

77.9%

98.2%

No

12.3

22.1

1.8

What type of e-mail address do you have?

Domain name tied to by business name 59.2% 50.5% 66.7%
Free service (e.g. G-mail, Yahoo, etc.) 32.0 38.9 26.1
ISP-provided (e.g. @verizon.net, @aol.com) 8.7 10.5 7.2

If you are a retail or hospitality business, do you use a point-of-

sale (POS) system?

Yes 17.4% 21.3% 13.3%
No 26.4 32.0 20.4
Not applicable (not retail or hospitality) 48.1 37.7 59.3
Not sure what a POS is 8.1 9.0 7.1

Does your business have a website?
Yes

69.8%

59.0%

81.4%

No

30.2

411

18.6
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NYC SMALL BUSINESSES AND TECHNOLOGY SURVEY

All LMmI Non-LMI
Respondents Respondents Respondents

If not, why not? N N = 61 N =24
Not necessary 33.8% 36.1% 16.7%
Too difficult to create 9.1 6.6 12.5
Too costly 14.3 154.8 8.3
Not sure where to start 325 29.5 29.2
Other 10.4 13.1 333

Who manages your website?

In-house 64.4% 57.7% 63.2%
External consultant 29.4 29.5 26.3
Other 6.1 12.8 10.5

What is the biggest challenge in managing your website?

The time it takes to update it 61.3% 55.6% 65.9%
Cost of maintenance 17.2 23.6 12.1
Security 1.2 1.4 1.1
Response time from external consult 3.7 4.2 33
Other 16.6 15.3 17.6
How is your website used for your business? N =162 N =71 N =91
For both marketing and e-commerce 40.7% 45.1% 37.4%
For marketing only (no e-commerce) 52.5 47.9 56.0
Basic contact info only / business hours 4.9 4.2 5.5
Other 1.9 2.8 1.1
Do you use a smartphone for your business? N = 235 N =122 N=113
Yes 67.7% 56.6% 79.6%
No 32.3 43.4 20.4

Yes 24.1% 25.0% 23.3%

No 75.9 75.0 76.7

Do you use a social media for your business?
Yes 65.0% 55.4% 75.2%
No 35.0 44.6 24.8

Business activities that you (the business owner) conduct online

for your business.

Purchase supplies online 64.1% 35.9% 52.9% 47.1% 76.1% 23.9%
Bank online 76.9 23.1 67.8 322 86.7 13.3
Pay e-bills 62.0 38.0 57.9 42.1 66.4 3346
Automated payroll 23,5 76.5 15.7 84.3 31.9 68.1
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LMI
Respondents
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Non-LMI
Respondents

Who is responsible for your business’s technical support?

N/A 4.8% 9.4% 0.0%
Myself 56.1 58.1 541
Staff member 8.3 4.3 12.6
External consult 15.8 15.4 16.2
Friends or family 14.0 12.0 16.2
Other 0.9 0.9 0.9

What are the biggest challenges you face with your company’s

use of technology?

Response time from external tech support 7.9% 8.6% 7.2%
Lack of expertise 43.6 43.1 44.1
Service interruptions 11.0 7.8 14.4
Time to fix problems 21.1 12.9 29.7
Cost of maintaining 27.8 25.0 30.6
Cost of upgrades 30.4 31.0 29.7
Security 8.8 7.8 9.9
No challenges 16.3 19.8 12.6
Other 0.9 0.9 0.9

Approximately how much did you spend on technology in the

past year, as a percentage of revenue?

0-1% 33.2% 42.4% 23.4%
1-5% 37.6 30.5 45.0
5-10% 16.6 15.3 18.0
10-25% 6.6 5.9 7.2
Over 25% 6.1 5.9 6.3

In the coming year, will your TOTAL spending on technology:

Remain the same 34.5% 41.5% 27.0%
Increase slightly 39.7 31.4 48.6
Increase >10% 20.1 22.9 17.1
Decrease slightly 3.9 25 54
Decrease >10% 1.7 1.7 1.8

In what SUB-CATEGORIES of technology, if any, do you expect

to INCREASE spending on in the coming year?

N/A / None 22.7% 35.3% 10.3%
Computer infrastructure 35,5 25.9 44.8
Computer software 41.9 40.0 437
Smartphones & applications 29.7 38.8 20.7
Marketing & e-commerce, including websites 83.1 76.5 89.7
Other 2.3 2.4 2.3
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This report and all other publications issued by the Center for an Urban Future
can be viewed at www.nycfuture.org. Please subscribe to our monthly e-mail
bulletin by contacting us at cuf@nycfuture.org or (212) 479-3344.




