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The U.S. Department of Agriculture’s current Rural Business Investment Program (RBIP) was established in the 2002
Farm Bill to promote venture capital investments and create job opportunities in rural areas. Rural entrepreneurs often
need funding options other than conventional loans to support growth and development. The goal of the Rural Business
Investment Company (RBIC) licensing program is to fill that need by allowing banks and venture capital partners to provide
patient, more flexible investments for small businesses throughout rural America. The program provides RBIC
licenses to newly formed for-profit entities comprised of qualified fund management teams with relevant experience in venture
capital or community development financing to help meet the equity capital investment needs in rural communities. These RBICs
use the equity raised by their funds to make venture capital investments primarily in smaller rural enterprises.

RBIC & RURAL INVESTMENT
Investment in venture-backed companies in the United
States reached $57 billion in almost 4,000 deals in the
first half of 2018. Yet, only a fraction of those dollars
found their way to funds and companies based in rural
America. (Source: Georgetown University)
Since 2000, the number of businesses in metropolitan
counties has grown by 30.9 percent, while the number in
rural counties has grown by only 7.2 percent. (Source: SBA)
Rural small business owners play a critical role within rural
communities, but they often face different challenges
than those in metropolitan areas, including geographic
isolation, spotty broadband services, a reluctance among
major companies, banks and healthcare providers to serve
the area, difficulties in hiring and retaining qualified
workers and barriers in accessing capital to build their
businesses. (Source: Small Business Majority)

The percent of startups in rural communities has
dropped from 20 percent in the early 1980s to 12 percent
in 2017.
In 2014, USDA rejuvenated its RBIC licensing program,
which was created to help establish private investment
firms whose charters exclusively focus their
investments into rural communities.
Since 2014, seven RBICs have been licensed by USDA,
raising more than $600 million in private capital and
investing in a variety of industries, including: food and
agribusinesses, healthcare, telemedicine, broadband
deployment, and animal health technologies.
Existing RBICs have provided funding to over 40 small
businesses that employ thousands of workers in rural
communities.

HOW RBICS QUALIFY
Prospective RBIC management teams must have a history of superior returns to their investors and strong private equity fund
management experience to help protect taxpayers against poor fund performance. The RBIC applicants must present a business
plan, detailing how it will find and make investments in rural small businesses and add value to them. Applicants must also
submit detailed information regarding their community or economic development experience, which USDA will evaluate to see
how it augments the management team’s private equity experience.
RBICs must raise a minimum of $10 million in private equity capital;
RBICs may be structured as limited partnerships, limited liability companies, or corporations;
At least 75 percent of RBIC investments (measured both by dollars invested and number of investments) must be made in
rural areas with a population of 50,000 or less;
More than 50 percent of RBIC investments (measured both by dollars invested and number of investments) must be in
“smaller enterprises” with a maximum net worth of $6 million and net income of $2 million in the prior two years.
A maximum of 10 percent of RBIC investments (measured both by number and dollars invested) may be made in urban
areas (population of 150,000 or more)
The balance of RBIC investments can be made in small businesses, which are roughly three times the size of smaller
enterprises.
USDA provides a mapping tool to help identify qualified rural areas eligible for investment. A “rural business concern” eligible for
an RBIC investment is a business that “primarily operates in a rural area” (i.e., whether the location with the business’ greatest
number of employees in is a rural area).

LEGISLATIVE RECOMMENDATION
Despite the success of RBICs in deploying private capital, the program has been slow to grow relative
to the Small Business Investment Company (SBIC) program, a similarly structured program at the
U.S. Small Business Administration. Unlike the SBIC program, RBICs cannot access leverage through
a government credit facility. SBICs have access to up to $4 billion of leverage annually through the
SBA. This money is matched with an SBIC’s private capital up to a 2:1 ratio. A similar leverage vehicle
at USDA or through the SBA’s existing SBIC program would multiply the investment dollars going to
rural small businesses, helping them grow and create much needed jobs in rural America.

For more information, please
contact the SBIA Government
Relations team.

Particularly in light of the current economic crisis, USDA or SBA should be authorized and
empowered to issue debentures to fund requests from RBICs to leverage existing private capital,
thereby increasing the program’s reach and economic impact, consistent with Congress’s intent
when it established the RBIP almost twenty years ago.
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