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FOREWORD

This is the seventh edition in the Problems and Priorities series. The
first edition was published in 1982 followed by editions in 1986, 1991,
1996, 2000, and 2004. The volumes are among the NFIB Research
Foundation’s most popular publications and therefore have become a

staple. Current plans project an eighth edition to be published in the
spring of 2012.

This publication is based on a research procedure that has remained fundamentally un-
changed from the beginning. A large sample of small business owners, all members of the Na-
tional Federation of Independent Business (NFIB), is sent a mail questionnaire. The question-
naire presents 75 potential business problems, public policy-related and not. Respondents are
asked to rate the severity of each potential problem on a scale of 1 to 7 anchored by “Critical
Problem” on one end and “Not a Problem” on the other.

The array of potential problems presented small business owners for evaluation has under-
gone minor changes over the years to account for changes in business conditions, technologies,
and expressed concerns. The 2008 survey substituted six new problems for six that elicited
minimal interest or concern in 2004. The wording was changed on two problems to produce
greater clarity for the respondent or to consolidate disparate material. But, the list of potential
business problems assessed in 2008 closely resembles the list produced in prior years. The
publication format is also similar in all editions.

The publications begin with an overview of results from the total population of small busi-
ness owner respondents. They then examine the most important problems, the least impor-
tant problems, problems on which there is most and least agreement, the relative importance
of various problems clustered by topic, changes in ranking from prior surveys, etc. The bulk
of the publication reviews owner assessments of the problem list with respondents divided
by standard owner and firm classifications, such as employment size and primary industry of
the business.

The purpose of this research has been constant from the outset. NFIB was founded on
the principle that the membership governs. Policy positions are established by member vote
rather than by committee (staff, member, or expert) decision. However, the organization’s
leadership thinks that NFIB’s priorities also should reflect member priorities. Small Business
Problems and Priorities is designed to accomplish that objective. The survey and publication
establish the relative importance of small business owner concerns and thereby a de facto is-
sues priority list for NFIB.

A second purpose for conducting the survey is to provide affected parties outside NFIB
an accurate list of small business owner concerns. Assertions are often made regarding the
problems and interests of small business owners with little or no empirical evidence to support
them. If there is no systematically collected data to establish a benchmark, these assertions
can mislead and attribute interest when none exists (and vice versa). The data in Problems and
Priorities therefore provide a standard against which others can measure their impressions.

It is important to note that Problems and Priorities focuses on problems, not solutions.
The survey is intended to establish the relative importance of business problems as small
business owners see them. It is not intended to develop solutions or to argue for one solution
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over another. A problem list can suggest that certain problems should be addressed which can
indirectly imply a solution. But the data and arguments for a particular solution to a problem
and establishing the problem are separate issues.

Small Business Problems and Priorities has three characteristics that make it unique. The
first is that the survey has a very large number of respondents. Three thousand five hundred
and thirty (3,530) small business owners returned useable questionnaires. The sizeable re-
sponse allows break-outs into a large number of respondent categories or groups with adequate
returns to analyze and compare them. It is thereby possible and appropriate to note where
the responses of those in different categories or groups vary from the population and among
themselves.

The second characteristic making the study unique is that most surveys of the genre are
limited to a comparatively few problems. Small Business Problems and Priorities lists 75 for
evaluation. The list includes problems with obvious public policy implications and those that
are highly related to small business owners as managers and entrepreneurs. The combination
provides broad context and allows observers and analysts to witness the relative priorities that
small business owners assign problems internally and externally generated.

Finally, the sample for this study is one of the most representative groups of small busi-
ness owners used to produce problem rankings and priorities. Many published surveys of this
nature confine themselves to particular segments of the small business population. Focus on
one component is not debilitating for the survey per se. It simply warrants caution and an
appreciation for what the survey does and does not represent. A brief comparison between
respondents and the small business population produced by administrative records of fed-
eral agencies can be found in the Appendix. The major variance between the small-business
population and the NFIB population for the survey is the latter’s inclusion of farmers and
related businesses.

The data for Small Business Problems and Priorities are presented in 14 tables. The tables
constitute the most important part of the publication. Text is limited. Commentary is intend-
ed to point out differences and patterns of differences in the tables that may not be immedi-
ately obvious to the reader. Explanation or background for a particular ranking is minimal. The
tables are the star of the publication and should be the focus of the reader’s attention.

Special mention must be made of NFIB personnel, particularly those in Mail and Supply,
who participated in this project. This publication would not have been possible without their
capable hard work. It is recognized and appreciated.

Wells Fargo and NFIB have had a long-standing relationship to promote the betterment
of small business. Wells Fargo’s sponsorship of the Problems and Priorities project is part of
its commitment to service the small business community. The Foundation thanks Wells Fargo
for its continued active interest.

Copies of Small Business Problems and Priorities can be obtained from the NFIB Research
Foundation, 1201 “F” Street, NW, Suite 200, Washington, DC 20004.

NFIB Research Foundation
June 2008



LisT OF EXHIBITS

TABLES

Table 1: Measures of Small Business Problem Importance . ..................... 12
Table 2: Largest Changes in Problem Ranking, 2004 t0 2008.................... 15
Table 3: Problem Rank By Consensus on Problem Importance. .................. 18
Table 4: Importance of Small Business Problem by Problem Cluster .............. 20

Table 5: Rank Order of Small Business Problems in
2008, 2004, 2000, 1996, 1991, 1986 and 1982 . ..., 28

Table 6: Measures of Small Business Problem Importance
by Legal Form of Business. . .. ... ..ottt ittt 43

Table 7: Measures of Small Business Problem Importance
by Employment Size of Business. .. .......vuiiiitnt i innernenennnnenn 50

Table 8: Measures of Small Business Problem Importance by Industry............. 58

Table 9: Measures of Small Business Problem Importance
by Average Annual Sales Change Over the Last Three Years ................. 73

Table 10: Measures of Small Business Problem Importance
by Primary CuSstomer . . .. ...t tnt ittt eneeeaeneaeannnnn 81

Table 11: Measures of Small Business Problem Importance
by Readiness to Adopt New Business Practices or Technologies............... 88

Table 12: Measures of Small Business Problem Importance
by Years of Ownership . .. ... ..o i it i 94

Table 13: Measures of Small Business Problem Importance
by Nativity of the Owner. . .. ...ttt i it e ittt in e, 100

Table 14: Measures of Small Business Problem Importance

by Geographic Region. . ...... ... ... . i 106
Appendix Table 1: Small Business Population and Survey Sample ............... 117
Appendix Table 2: Response to Small Business Problem Severity (Percent)* ....... 118
CHARTS
Chart 1: Health Insurance Offer Rates and Average Yearly Premiums

for Businesses with 3 - 199 Employees, 2000 - 2007. . .. ......iiivtnnnnennnn 8
Chart 2: Tax Issues-Percent Critical (inrankorder)............................ 9

3 | Small Business Problems & Priorities



4 | Small Business Problems & Priorities

Chart 3: Poor Earnings (Profits) and Poor Sales, 1982-2008 ................... 27

Chart 4: Obtaining Short-Term (Less Than 12 Months or Revolving) Business
Loans and Delinquent Accounts/Customer Financing, 1982 - 2008............ 27

Chart 5: Getting Useful Business Information and Keeping Up
on Business and Marketing Developments, 1982 -2008..................... 39

Chart 6: Labor Problem Rankings, 1986 -2008 . ................ciiieine.... 40



EXECUTIVE SUMMARY

The 10 most severe problems for small business owners of the 75
business problems assessed are in order: “Cost of Health Insurance,”
“Cost of Natural Gas, Propane, Gasoline, Diesel, Fuel Oil,”! “Fed-
eral Taxes on Business Income,” “Property Taxes (Real, Inventory, or
Personal Property),” “Tax Complexity,” “Unreasonable Government
Regulations,” “State Taxes on Business Income,” “Cost of Supplies/In-
ventories,” “Electricity Costs (Rates),” and “Workers’ Compensation
Costs.” Health insurance costs are a critical problem, the most severe
assessment, for 56 percent of survey respondents, a slight reduction
from the record 66 percent of owners who thought the problem criti-
cal in 2004. Energy costs are critical for 42 percent of owners. Taxes

and tax-related issues are critical for one-quarter of them.

* The 10 least severe problems for small business owners of the 75 business problems as-
sessed, beginning with the least severe and moving up the list, are: “Exporting My Prod-
ucts/Services,” “Access to High-Speed Internet,” “Obtaining Long-Term (5 Years or More)
Business Loans,” “Obtaining Short-Term (Less Than 12 Months or Revolving) Business

Winning Contracts From Federal/State/Local Governments,

” “Increased National

» o« » o«

Loans, Undocumented
Workers (Illegal Aliens),” “Competition From Internet Businesses,
Security Requirements,” “Credit Rating/Record Errors,” and “Competition From Imported
Products.” Exporting, the least severe problem proves critical for 2 percent of small busi-
ness owners, unchanged from 2004. High-speed Internet access is critical for 6 percent
of respondents. Five percent of small business owners find obtaining each short-term and

long-term loans a critical problem.

¢ Small business owners evaluate most problems in the 2008 survey as they did in 2004, the
date of the last Problems and Priorities survey. The major changes that did occur are often
associated with taxes, regulatory liabilities, imports and labor issues. Among problems ris-
ing in importance, “Interest Rates” has the largest increase, rising 26 positions from 58th
to 32nd place in 2008. “Finding and Keeping Skilled Employees” follows by increasing 11
positions, from 28th position to 17th. “The Cost and Availability of Liability Insurance”
and “Delinquent Accounts/Customer Financing” tie for the largest decline in the ranking,
falling 11 positions from 2004 to 2008, the former from 2nd to 13th and the later from
34th to 45th. The second largest drop belongs to “Health/Safety Regulations” which fell to
40th place from 30th.

The 75 business problems evaluated are organized into 10 problem clusters. “Costs” dis-
placed “Taxes” as the most severe problem cluster in the 2008 survey. Five of the 10 most
severe problems are included in the “Costs” cluster. Tax-related problems comprise the
second most severe cluster followed by “Employee”-related problems. The “Regulations”
and “Management” clusters round out the first five.

! Hereafter called “Energy Costs, Except Electricity”
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The classifications most likely to yield significant differences among identifiable groups of
small businesses are industry, employee size of business, and years of business ownership.
The other classifications examined, for example legal form of business, infrequently exhibit
substantial differences among their components and even when they do, the differences are
often functions of variations among groups in the aforementioned classifications. Industry
produces the most divergent evaluation of problems, though the broad production, distribu-
tion and service industries have similarities. Problems are also directly related to employee
size of business. At times, problem severity will be directly related to size and other times
it will be inversely related. Problems by years of business ownership are often divided by
those in business less than four years and the rest, or those in business less than six years
and the rest.

The findings of this publication are based on the responses of 3,530 NFIB small business
owner/members to a mail survey conducted from mid-January through March 2008 (a
response rate of 18 percent). Owners evaluated 75 potential business problems individu-
ally and assessed their severity on a scale of “1” for a “Critical Problem” to “7” for “Not a
Problem.” A mean (average) was calculated from the responses for each problem. Problems
are ranked by mean score.



SMALL BUSINESS PROBLEMS
AND PRIORITIES

The economy has been relatively strong since the last Problems and
Priorities survey was conducted in early 2004. As consumers contin-

ued to spend, real gross domestic product (GDP) increased 3.6 per-
cent (2004), 3.1 percent (2005), and 2.9 percent (2006). Proprietor’s
income, or small business income, reached $1.1 trillion for the first
time at the end of 2006. With annual inflation at about 2.5 percent
and unemployment below 5 percent the last four years, small business

owners have had a good, stable economy from which to do business.

The economy turned decisively negative though in the second half of 2007. Real GDP
increased only 0.6 percent in the last quarter of 2007 and the NFIB Small Business Optimism
Index dropped to 94.6 in December 2007, the lowest since 2001. By March 2008, small busi-
ness owners had turned decidedly more pessimistic, buffeted by a major housing contraction,
oil prices over $115 per barrel, stagnant retail sales, and higher inflation. Thus, survey respon-
dents could not avoid the impact of a rapidly deteriorating economy when evaluating the list
of 75 business problems.

PROBLEMS OF GREATEST CONCERN

The “Cost of Health Insurance” continues its reign as the number one small business problem,
a position it has held for over 20 years. The number one ranking is nearly unanimous across all
53 sub-categories of businesses analyzed in this survey, e.g., S-corporations, manufacturers, 10
- 19 employees. The three defectors are the transportation and warehousing, and agriculture,
forestry, fishing industries and non-employer firms where “Energy Costs, Except Electricity”
ranks number one. And although the percent of business owners who cite it as a “critical”
problem fell from 66 percent in 2004 to 56 percent in 2008, the “Cost of Health Insurance”
problem still overshadows its number two rival, “Energy Costs, Except Electricity,” by 14
percentage points.

Health insurance costs have risen 129 percent since 1999, 84 percent since 2001. These
huge cost increases have forced some small business owners to terminate their employee
health plans while preventing others, including new entrants, from instituting one in the first
place. The result is that approximately 59 percent of the small firms (3 - 199 employees) now
offer a health plan, down from 68 percent in 2000 (Chart 1).

Federal and state efforts to curb the rising cost of health insurance have been modest,
if not non-existent. The focus has been increasing coverage, often driving costs even higher.
Without a major refocus of current thinking, the cost of health insurance will almost certainly
be in the number one position again in four years as insurance and health care cost increases
continue to outpace, by wide margins, change in both earnings and GDP.

“Energy Costs, Except Electricity” ranks as the second most-pressing problem for small
business owners in 2008, two positions higher than in 2004. Forty-three (43) percent evaluate
the problem as critical, compared to one-quarter of owners in 2004. According to NFIB’s En-
ergy Consumption poll, energy costs are one of the top three business expenses in 35 percent
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of small businesses. Owners use energy for a number of purposes essential to the business. The
primary energy cost for 38 percent of small firms is operating vehicles, for one-third heating
and/or cooling, and for one-fifth operating equipment. However, the amount of energy used
fluctuates greatly by industry and region.

CHART |
HEeALTH INSURANCE OFFER RATES AND AVERAGE YEARLY PREMIUMS
FOR BUSINESSES wiTH 3 - 199 EmpLovEES, 2000 - 2007

e Offer Cost
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, various issues

The problems created for small business owners by the current rise in energy costs are
two-fold. First, energy costs have increased rapidly over the last two years and even more so
in the last six months. Small business owners are not able to adjust the price of their goods
and services quickly enough to match the steep energy cost increases without hurting their
customer base. Second, owners are not able to change business practices fast enough to offset
the increases. For example, most owners cannot afford to buy new, more energy efficient
equipment if current equipment still has useful life. They are effectively caught in a squeeze
that only time and/or good fortune will release.

A second energy-related problem addressed in the survey is “Electricity Costs (Rates).” It
ranks 9th in 2008, up from 10th in 2004 and 19th in 2000. Sixteen (16) percent of business
owners rank “Electricity Costs (Rates)” as a critical problem. Rising electricity costs have the
same consequences for small businesses as do rising costs of other energy forms.

Four of the top-10 ranked problems in the survey are tax related. In total, the survey lists
nine tax-related questions including federal and state taxes on business income, property taxes,
tax complexity and frequent changes in federal tax laws and rules (Chart 2). If combined into
one problem, the ranking would likely be different. NFIB’s Small Business Economic Trends
ranked the overall burden of a generic “taxes” above the cost of insurance as the number one
problem for a large portion of the last decade.

“Federal Taxes on Business Income” ranks 3rd, up from 5th in 2004. Income taxes remain
a critical problem for one-quarter of small business owners, nearly the same as four years ago
where it was critical for 23 percent. Its state equivalent, “State Taxes on Business Income”
ranks 7th compared to 8th in 2004, and is critical for 21 percent of owners. The ranking dif-
ference between state and federal taxes on business income is likely due to lower tax rates in
the states and federal-state tax conformity in many places.

“Property Taxes (Real, Inventory or Personal Property)” ranks 4th in the 2008 Problems
and Priorities, up from 6th in 2004. Twenty-five (25) percent of owners think this a criti-



cal problem. Most small business owners pay property taxes on their home, their business or
both. A large majority of small business owners are homeowners. Forty-seven (47) percent
of owners whose business is located outside their home also own the building in which their
business is primarily located (NFIB’s Energy Consumption poll). Until recently, property val-
ues, both residential and commercial, increased sharply in many areas in the United States.
These increases, although good for the overall value of assets, also incur higher property taxes.
In addition, small business owners are often taxed on the assessed value of personal property,
including vehicles, business inventory, financial assets (stocks, bonds, etc.) adding to the total
tax burden. While the incidence of these personal property taxes has declined over the years,
they do not seem to go away.

CHART 2
Tax IssuEs-PERCENT CRITICAL (IN RANK ORDER)

Federal Taxes on Business Income
Property Taxes (Real, Inventory, etc.)
Tax Complexity

State Taxes on Business Income

Frequent Changes in Federal Tax Laws/Rules
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Source: NFIB Small Business Problems and Priorities, 2008

“Tax Complexity,” a new problem in the 2008 Problems and Priorities, ranks 5th among
the survey’s 75 business issues, between federal and state taxes on business income as a busi-
ness problem. It is a critical problem for 23 percent of business owners. Tax complexity has
reached a point where 88 percent of small business owners opt to pay a tax preparer or ac-
countant to do their federal tax returns on business income (NFIB’s Tax Complexity and the

IRS poll).

“Unreasonable Government Regulations” ranks 6th in 2008, up from its 9th position in
2004. The problem is critical for 21 percent of owners. Much like taxes, this generic problem
category costs small businesses in several ways: understanding and keeping up-to-date with
compliance requirements, cost of consultants, employee time, management time, direct out-
lays, lost productivity and/or sales, foregone opportunities, etc. The federal government alone
proposes approximately 150 new rules every year that cost business owners over $100 million
per rule in compliance costs. Adding state and county laws that sometimes duplicate federal
laws, merely raise the cost and frustration level.

“The Cost of Supplies/Inventories” rose in relative importance to 8th from 14th in 2004.
It is a critical problem for 17 percent of owners. Like many other external business problems
such as taxes and regulations, the cost of supplies and materials is generally beyond the control
of small business owners. These cost increases often result in lower earnings as they are diffi-
cult or impossible to fully pass on. The rise in fuel prices is only the most obvious example. But
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rising food prices also affect many small businesses including restaurants and caterers, let alone
those raising livestock and manufacturing ice cream. Many commodities are at or near record
highs making jewelers among others unhappy. Imported products including raw materials and
consumer goods also cost more as the value of the dollar declines.

“Workers” Compensation Costs” (WC) ranks as the 10th most important problem in this
survey, down from its 3rd position in the 2004 survey. About one-quarter of business own-
ers regard WC costs as critical, one-third lower than four years ago. In some states, such as
Arizona and California, WC systems have been reformed and rates lowered. Also, safer work-
places due to improved working environments and a shift in the employment base from more
hazardous manufacturing jobs to relatively safe service positions contribute to lower rates.
However, it would be a mistake to assume that WC issues have faded as a major concern for
small business owners. The rising cost of healthcare directly affects the cost of WC insurance
and will therefore continue to be a burden for small firms.

PROBLEMS OF LEAST CONCERN

The 10 problems ranked by small business owners as least severe have certain common char-
acteristics. First, the problems in this group are “critical” for fewer than 6 percent of small
business owners with two exceptions. Second, most in the group were also in the bottom
10 in 2004. However, two of those lowly ranked problems appear for the first time in the
2008 survey.

“Exporting My Products/Services” is the least important problem to small business
owners, essentially unchanged from when it first entered the survey in 1986. Even with
federal and state/local programs to promote exporting, small business owners show little
interest. Most small businesses are local. Their market is the town or community in which
their business is located and the immediate environs. Growth means expanding to the re-
gion, not going overseas. Plus, the economy has been strong. There is plenty of business, if
not locally, then somewhere in the United States. So, why bother with the hassle of trying
to sell abroad? Matters could change. A weak dollar, more interactive Web sites, and a slow-
ing U.S. economy could entice more small business owners to find export markets. But that

is doubtful.

The 74th ranked problem in this survey is “Access to High-Speed Internet.” The sup-
posed technology gap, the lack of access to broadband in rural areas and by lower income
groups, does not appear to be a problem for small business owners. Eighty-two (82) percent
of them have high-speed Internet according to NFIB’s IT Issues poll. The issue does not appear
to be access for most of the remainder.

Small business finance is an issue of particular interest to policymakers and the media
due to recent turmoil in the banking industry. Yet, this survey shows small business owners
are largely unaffected by the current banking crisis. Most can obtain loans, when they want
them, without much difficulty. “Obtaining Long-Term (5 Years or More) Business Loans”
ranks 73rd in the current survey. Five percent consider the problem critical. The comparable
rank in the 2004 survey was 68th. “Obtaining Short-Term (Less Than 12 Months or Revolv-
ing) Business Loans” ranks 72nd, compared to 70th in 2004. Only about 5 percent currently
find it a critical problem. Neither of these two finance problems has ever ranked higher than
38th since the first survey in 1982. Small business owners have generally been able to obtain
adequate debt financing for many years, albeit more expensive at times.

Both the federal and state/local governments continue to try and raise the share of pro-
curement dollars going to small firms. This survey indicates that despite their efforts, gov-
ernment procurement is not a high-ranking concern for most small businesses. The problem
“Winning Contracts From Federal/State/Local Governments” ranks 71st of the 75 survey



problems. The comparable rank was 69th in 2004. Most owners either do not want to do busi-
ness with the government or do not think they can. According to NFIB’s Contacting Govern-
ment poll, 72 percent of owners made no sales to a government agency during the past three
years and 84 percent did not expect to bid on a contract during the next three years. Owners,
especially retailers and service firms, generally think that they do not produce a product or
service that the government wants to buy.

A new problem in 2008, “Undocumented Workers (Illegal Aliens)” ranks 70th and is a
critical issue for 11 percent of small business owners. Despite strong and diverse opinions on
this issue and the extensive press coverage on it, undocumented workers are not a top-of-
the-line issue for small business people in their business ownership capacity. The principle
reason for concern is the problems that arise from unfair competition by those hiring illegal
immigrants. Such competition apparently is not a pressing issue for many. However, should
punitive sanctions be levied on small business owners making good-faith hiring efforts, the
level of concern could rapidly rise.

“Competition From Internet Businesses” ranks 69th out of 75 problems, up from its 73rd
ranking in 2004 when the problem was introduced into the survey. Only 5 percent of survey
respondents regard the problem as critical. E-commerce now accounts for slightly less than 4
percent of all retail sales. Much of it is confined to a few sectors of the economy dominated by
large firms including travel, booksellers, and financial institutions. But that does not mean the
situation is permanent as the business owners on eBay may create just as much competition
for traditional bricks and mortar small businesses as the giants.

The effect of “Increased National Security Procedures” on small firms ranks 68th, up from
72nd in 2004. The problem is critical to only 3 percent of owners. Small business people do
not seem to be generally affected by the USA Patriot Act or other efforts to increase national
security. They are more concerned about crime in general, including shoplifting and identity
theft. That problem ranks 57th in the priority list. One exception is the transportation indus-
try which ranks the increased security problem 49th. New national security measures impact
small businesses in this industry more than others.

Errors made by credit bureaus, “Credit Rating/Record Errors,” bother small business own-
ers in 2008 with about the same intensity as in 2004 and 2000. The problem ranks 67th in
2008, compared to 65th in 2004 and 68th in 2000. It is critical to fewer than 5 percent of
owners. According to NFIB'’s Finance Questions poll, the majority of small business owners
have not checked their business’s credit records in the last three years. But the vast majority of
those who did and found inaccuracies in their report, were satisfied with the credit reporting
company’s response to filed complaints.

The 10th and last of the least severe problems, “Competition From Imported Products,”
ranks 66th. Only 9 percent of small business owners think that imports are a critical issue.
Import competition as a problem moved up five positions from 2004 (rank of 71st). But
the problem has not changed much since 2000 when it was first introduced ranking 72nd.
The problem though has greater importance for selected industries, including agriculture and
wholesale businesses and most significantly, manufacturing firms. As with undocumented
workers, competition from imported products has become a divisive political issue, but one
that so far does not directly affect a significant portion of small business owners.

OTHER PROBLEMS OF INTEREST
A number of potential business problems listed in Table 1 have changed in relative importance
for small business owners since 2004. This section highlights some of them. It focuses on those
problems that change approximately five or more places from the 2004 version of Small Busi-
ness Problems and Priorities. They appear on Table 2.
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TaBLE |

MEASURES OF SMALL BUSINESS PROBLEM IMPORTANCE

Percent
Standard | Percent | “Not a 2004
Problem Rank Mean | Deviation | “Critical” | Problem” | Rank

Cost of Health Insurance | 1.93 1.50 56.3 4.1 I
Cost of Natural Gas,

Propane, Gasoline, Diesel,

Fuel Oil 2 241 1.72 423 5.4 4
Federal Taxes on Business

Income 3 3.00 1.8 25.0 7.2 5
Property Taxes

(Real, Inventory or

Personal Property) 4 3.08 1.85 25.0 7.3 6
Tax Complexity 5 3.13 1.81 22.7 7.0 new
Unreasonable Government

Regulations 6 3.25 1.83 20.6 7.5 9
State Taxes on Business

Income 7 3.26 1.90 21.2 9.8 8
Cost of Supplies/Inventories 8 3.26 1.72 17.2 6.2 14
Electricity Costs (Rates) 9 3.27 1.72 16.4 6.3 10
Workers’ Compensation

Costs 10 3.28 1.97 238 1.1 3
Cash Flow I 3.37 1.88 20.6 83 7
Locating Qualified Workers 12 342 1.99 20.7 12.0 I
Cost and Availability of

Liability Insurance 13 3.44 1.90 18.8 9.5 2
Poor Earnings (Profits) 14 3.60 1.90 17.3 8.8 12
Frequent Changes in Federal

Tax Laws and Rules 15 3.6l 1.82 14.9 8.8 15
Fixed Costs Too High 16 3.6l 1.77 133 82 20
Finding and Keeping Skilled

Employees 17 3.70 2.04 17.6 14.4 (modified) 28
Federal Paperwork 18 3.70 1.83 12.3 10.1 18
FICA (Social Security Taxes) 19 3.71 1.83 12.9 10.7 13
Projecting Future Sales

Changes 20 3.75 1.68 89 8.8 25
State/Local Paperwork 21 3.78 1.75 10.0 9.3 17
Highly Variable Earnings

(Profits) 22 3.89 1.80 10.5 11.0 23
Controlling My Own Time 23 391 1.94 12.7 14.3 26
Telephone Costs and Service 24 3.95 1.70 74 9.4 16
Cost of Outside Business

Services, e.g., Accountants,

Lawyers, Consultants 25 3.95 1.75 8.5 11.0 21
Unemployment

Compensation 26 3.96 1.94 1.2 15.8 19
Dealing With IRS/State Tax

Agencies 27 3.96 1.83 10.8 1.3 27
Ability to Cost-Effectively

Advertise 28 3.98 1.93 10.6 15.6 24
Competition From Large

Businesses 29 4.00 1.99 12.8 16.4 22



TABLE | CONTINUED
MEASURES OF SMALL BUSINESS PROBLEM IMPORTANCE

Percent
Standard | Percent | “Not a 2004
Problem Rank Mean | Deviation | “Critical” |Problem” | Rank
Pricing My Goods/Services 30 4.07 1.84 8.1 13.8 35
Reducing Energy Use in a

Cost-Effective Manner 31 4.08 1.78 82 12.2 new
Interest Rates 32 4.09 1.84 9.6 13.5 58
Physical Facilities Costs,

Such as Rent/Mortgage/

Maintenance 33 4.10 1.85 9.2 13.9 29
Death (Estate) Taxes 34 4.11 2.28 19.8 25.1 36
Poor Sales 35 4.18 1.95 12.4 14.7 33
Locating Business Help

When Needed 36 4.19 1.87 9.3 15.3 39
Applications for Licenses,

Permits, etc. 37 422 1.90 9.0 16.7 31
Finding Out About

Regulatory Requirements 38 4.23 1.8l 6.4 15.6 32
Cost of Government

Required Equipment/

Procedures 39 4.27 1.92 8.7 17.5 40
Health/Safety Regulations 40 4.28 .91 8.9 18.2 30
Training Employees 41 431 1.84 6.6 17.4 37
Hiring/Firing/Employment

Regulations 42 4.33 1.88 6.9 18.6 38
Sales Too Dependent on

Health of One Business

or Industry 43 4.36 1.96 9.4 19.7 44
Keeping Up on Business and

Market Developments 44 4.38 1.69 4.6 13.4 42
Delinquent Accounts/

Customer Financing 45 441 1.96 84 204 34
Frequency of Tax

Withholding Deposits 46 443 1.90 72 21.1 41
Environmental Regulations 47 4.44 1.98 8.1 223 43
Using Computer(s), the

Internet or New

Technology Effectively 48 4.66 1.83 5.5 21.5 45
Handling Business Growth 49 4.68 1.70 34 19.4 47
Getting Information on

Government Business

Assistance Programs 50 4.72 1.87 6.3 24.5 48
Employee Turnover 51 4.73 1.96 7.1 26.4 53
Rules on Retirement Plans 52 4.73 1.82 53 23.7 49
Minimum Wage/“Living”

Wage 53 4.75 2.03 8.8 299 57
Zoning/Land Use Regulations 54 4.76 1.98 7.8 28.2 51
Aging Workforce 55 4.83 1.85 4.3 27.0 new
Bad Debts

(Not Delinquencies)

and/or Bankruptcies 56 483 1.87 5.9 25.1 52
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TABLE | CONTINUED
MEASURES OF SMALL BUSINESS PROBLEM IMPORTANCE

Percent
Standard | Percent | “Not a 2004
Problem Rank Mean | Deviation | “Critical” | Problem” | Rank

Crime, Including Identity

Theft, Shoplifting, etc. 57 483 1.88 6.4 249 62
Traffic, Congestion, Parking,

Highways 58 4.87 1.99 7.0 31.6 6l
Anti-Competitive Practices,

e.g., Price Fixing 59 4.87 1.92 6.8 27.8 54
Mandatory Family or

Sick Leave 60 4.88 1.98 8.0 30.3 new
Getting Useful Business

Information 6l 4.89 1.65 25 21.8 60
Protecting Intellectual

Property 62 4.98 1.84 4.9 30.0 67
False Insurance Claims,

Such as for Workers’

Comp and UC 63 5.04 2.02 7.9 35.5 59
Solid and Hazardous Waste

Disposal 64 5.07 1.89 4.9 34.4 63
Costs and Frequency of Law

Suits/Threatened Suits 65 5.12 1.99 7.3 36.7 64
Competition From Imported

Products 66 5.14 2.06 87 39.8 71
Credit Rating/Record Errors 67 5.14 1.83 4.7 320 65
Increased National Security

Requirements 68 5.21 1.75 33 32.1 72
Competition From Internet

Businesses 69 5.24 1.92 5.1 39.7 73
Undocumented Workers

(llegal Aliens) 70 5.25 2.15 1.4 47.0 new
Winning Contracts From

Federal/State/Local

Governments 71 5.27 1.94 5.5 42.5 69
Obtaining Short-Term

(Less Than 12 Months or

Revolving) Business Loans 72 5.29 1.86 5.1 37.8 70
Obtaining Long-Term

(5 Years or More)

Business Loans 73 5.31 1.85 5.2 38.5 68
Access to High-Speed

Internet 74 5.61 1.89 5.6 523 new
Exporting My Products/

Services 75 6.08 1.49 1.8 62.2 75




TABLE 2
LARGEST CHANGES IN PROBLEM RANKING, 2004 TO 2008

More Difficult in 2008 Ranks Changed | Less Difficult in 2008 Ranks Changed
Interest Rates 26 | Delinquent Accounts/Customer Financing ||
Finding and Keeping Skilled Employees I'l | Cost and Availability of Liability Insurance 11
Cost of Supplies/Inventories 6 | Health/Safety Regulations 10
Projecting Future Sales Changes 5 | Telephone Costs and Service 8
Pricing My Goods/Services 5 | Competition From Large Businesses 7
Crime, Including Identity Theft, Unemployment Compensation 7
Shoplifting, etc. 5 | Workers’ Compensation Costs 7
Protecting Intellectual Property 5 | Finding Out About Regulatory
Competition From Imported Products 5 Requirements 6
Fixed Costs Too High 4 | FICA (Social Security Taxes) 6
Competition From Internet Businesses 4 | Applications for Licenses, Permits, etc. 6

“Interest Rates” jumped in 2008 to 32nd place, up from 58th place in 2004. NFIB’s Small
Business Economic Trends shows that rates are about 2 percentage points higher today than they
were four years ago. Those associated with the housing and auto industries are certainly not
happy with the increase. Only about half of small business owners use business credit, exclud-
ing trade credit, at any point in time. Further, a 2 percentage point interest rate increase over
the last four years has little affect on the cost of short-term loans. The combination suggests
the lack of stability in rates in addition to higher costs may play a major role. However, there
is likely an equally, if not more, important reason for the increased concern over interest rates.
Not all small businesses have customers dependent on interest rates nor are all owners bor-
rowers. Real interest rates have in fact been falling and are now negative. Negative rates harm
savers and investors. Older owners, perhaps those approaching retirement, may be particularly
injured. Therefore, low rates are likely driving the small business owner reaction as much as
high rates.

The changing workforce has forced employment issues to move up in importance. “Finding
and Keeping Skilled Employees” rose from 28th in 2004 to 17th in 2008. The increase amounts
to 11 positions. While the problem may reflect either regional and/or industrial differences,
the percent of small business owners who rank labor quality as their most important business
problem in NFIB’s Small Business Economic Trends survey has shifted upward since 2004.

The “Cost and Availability of Liability Insurance” moved down 11 positions, sliding from
2nd in 2004 to 13th in 2008. On the surface, it appears that liability insurance rates must
be declining relative to other costs and forms of insurance. And in fact, liability insurance is
subject to price cycles. We are in the soft part of the cycle now making liability insurance rela-
tively both available and inexpensive. Medical liability is an exception. Another interpretation
is that other problems, mostly cost related, are now more important and expensive, pushing
the liability issue down the list. Still, the problem remains critical to almost one-fifth of small
business owners.

“Telephone Costs and Service” moved down from a ranking of 16th in 2004 to 24th in
2008. The problem has become less critical to small business owners because the turmoil that
accompanied change in the industry seems reduced, at least for consumers. Still, in the 21st
century, telephone costs and service should not be a business problem, let alone one in the
top 25.

Perhaps there is hope in the regulatory maze. The drop of 10 positions (from 30th to
40th) for the problem “Health/Safety Regulations” is a bit of a puzzle when the impor-

g
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tance of many tax and employment-related regulations is rising. It may reflect OSHA and
insurers doing a better job helping small business owners comply with regulations or
targeting unsafe workplaces. Or, it may simply mean fewer OSHA field inspectors inspecting
fewer small firms. The transition to a service economy also reduces the incidence of indus-
trial accidents.

The problem of “Delinquent Accounts/Customer Financing” fell 11 positions from 34th
in 2004 to 45th in 2008. Since the accumulation of both consumer and business debt during
the last few years has been well documented, it seems odd to think of this problem as less
significant. But the reason is likely associated with the increasing reliance on credit cards and
other forms of alternative, immediate payment. In other words, small businesses are simply
extending less credit.

“Unemployment Compensation” (UC) issues also moved down seven positions in impor-
tance, from 19th in 2004 to 26th in 2008. Generally high sustained employment rates (low
unemployment rates) over the past few years are almost certainly responsible for the prob-
lem’s lower ranking. Given unemployment rates appear to have reversed course recently and
legislative pressures grow for extended benefits at higher payouts, the level of small business
concern is likely to reverse direction.

With increases in both the federal minimum wage in 2007 and in state minimum wages
in about half the states since 2004, one may have thought that the “Minimum Wage/‘Living’
Wage” issue would significantly increase in relative severity. It did not. The problem moved
just four positions higher, from 57th in 2004 to 53rd in 2008. The most likely reason for the
tepid response is that few employers pay the minimum wage to any employee; only 7 to 8
percent of small firms. While there may be 300 “Living” Wage ordinances nationwide most of
which contain minimum wages substantially higher than a federal or state minimum, many ap-
ply only to municipal contracts in large cities. Since comparatively few small businesses have
government contracts, these ordinances likely do not affect them. Still, living wages freeze out
many potential small business bidders, meaning it conflicts with municipal efforts to increase
small and minority business contracting.

Finally, the “Ability to Cost-Effectively Advertise” is a problem of diminishing impor-
tance for small business owners. It ranks 28th in 2008, down from 24th in 2004 and up from
the 34th position in 2000. This gyration may be caused by the increasing importance of the
Internet as a means to advertise. The Internet is certainly an increasing source of information
for small business owners and a growing medium for their advertising. On the other hand, the
changes could also be movement in a narrow band with few implications.

CONSENSUS ON PrROBLEM DIFFICULTY

The standard deviation, a measure of the difference from the statistical average or mean, is
used in Table 3 to determine if there is consensus on the rankings of various problems affect-
ing small firms. This measure is useful to establish whether owners generally agree on the
most severe and least severe small business problems. One might assume all owners agree on
areas that trouble them most. This is not necessarily the case. At times, opinions will vary
enormously. The same is true for problem areas that trouble them least.

A. PROBLEM AREAS OF GREATEST CONSENSUS

The first four problems in Table 3, those on which there is greatest consensus, are from the
top 10 in Table 1. One problem is from the bottom, or among the least significant problems,
and the remainder resides in the middle in terms of their initial rankings. Seven of the prob-
lems with the greatest consensus are identical to those achieving greatest consensus in the
2004 survey. Three others are new.



The problem displaying greatest agreement is “Exporting My Products/Services,” with a
standard deviation of 1.49. This problem took 2nd in 2004 with a 1.55 score. Consensus arises
because the issue is not a problem for 62 percent of respondents, though critical for 2 per-
cent. The second greatest consensus arises on the “Cost of Health Insurance” with a standard
deviation of 1.50. Owners, as a group, have virtually the identical degree of agreement on the
problem as on the number-one ranked exporting. However, the consensus on health insurance
is a bit less than four years ago (1.42). Fifty-six (56) percent of respondents find the cost of
health insurance critical whereas only 4 percent claim it not a problem.

Business owners generally agree on the severity of several operating cost areas. “Tele-
phone Costs and Services” and “Electricity Costs (Rates)” are illustrative. “Cost of Supplies/
Inventories” is also an operating cost on which there is general agreement among owners across
all sub-groups. Another operating cost on which there is substantial consensus, the “Cost of
Energy, Except Electricity,” which ranks 8th in agreement. Note, these costs are common to
all businesses. They all pay for telephones, energy, and supplies. When those costs rise they
affect all and in about the same manner.

“Projecting Future Sales Changes” is another area of generally high consensus. As with
energy costs and regulatory compliance costs, sales changes are not always easily predictable.
Change often originates in shocks, e.g., hurricane, loss of major customer, etc., and/or the
speed of change, including the influence of new technologies and longer term trends. Howev-
er, owners across the board seem to agree that it is an important, if not a frustrating, problem
area, and rank it 4th in terms of consensus.

“Handling Business Growth” is a lower ranked problem, 49th in 2008, that can be diffi-
cult for small business owners. Since most owners want to grow, but grow modestly and under
control, consensus on handling growth is to be expected. This is also an example of a problem
on which there is agreement, but respondents concur that the problem is of middling concern
rather than at one of the extremes.

Owners also substantially agree on the difficulty of “Keeping Up on Business and Market
Developments.” The problem, ranked 44th in severity, suggests a mid-range problem that af-
fects most small business owners to a similar extent.

B. PROBLEM AREAS OF LEAST CONSENSUS

Six of the problems yielding least consensus in 2008 are the same as in 2004; four are not.
None of the problems exhibiting least agreement are in the top-10 ranked problems in
the survey, though one is in the bottom 10. Hold-overs from 2004 include: “Death (Es-
tate) Taxes,” “Competition from Imported Products,” “False Insurance Claims, Such as for
Workers’ Comp and UC,” “Costs and Frequency of Law Suits/Threatened Suits,” “Com-
petition from Large Business,” and “Locating Qualified Employees.” Four new problems in
2008 falling in this category are “Undocumented Workers (Illegal Aliens),” “Finding and
Keeping Skilled Employees,” “Minimum Wage/‘Living’ Wage,” and “Traffic, Congestion,
Parking and Highways.”

Least consensus is achieved on the “Estate (Death) Tax.” While 20 percent think this
tax is a critical problem, 80 percent think it is no problem. The difference can largely be
explained by two variables, industry and age of business/owner. Many small business owners,
particularly those owning businesses with minimal assets, are effectively exempt from the
tax. However, those with consequential business assets are covered and therefore forced to
buy insurance or to engage in other expensive estate planning devices in order to avoid the
levy. Capital intensive industries such as agriculture and manufacturing are hit particularly
hard by this tax. As for age, older businesses generally have older owners. Older owners are
more likely to be concerned about transition of ownership issues. Younger owners are other-
wise occupied.
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TABLE 3
ProOBLEM RANK By CONSENSUS ON PROBLEM IMPORTANCE

Standard

Standard | Deviation | Problem
Greatest Consensus Deviation Rank Rank
Exporting My Products/Services 1.49 I 75
Cost of Health Insurance 1.50 2 I
Getting Useful Business Information .65 3 61
Projecting Future Sales Changes 1.68 4 20
Keeping Up on Business and Market Developments 1.69 5 44
Telephone Costs and Service 1.70 6 24
Handling Business Growth 1.70 6 49
Electricity Costs (Rates) 1.72 8 9
Cost of Natural Gas, Propane, Gasoline, Diesel,

Fuel Oil 1.72 8 2

Cost of Supplies/Inventories 1.72 8 8

Standard
Standard | Deviation | Problem
Least Consensus Deviation Rank Rank
Death (Estate) Taxes 2.28 75 34
Undocumented Workers (lllegal Aliens) 2.15 74 70
Competition From Imported Products 2.06 73 66
Finding and Keeping Skilled Employees 2.04 72 17
Minimum Wage/“Living” Wage 2.03 71 53
False Insurance Claims, Such as for Workers’

Comp and UC 2.02 70 63
Costs and Frequency of Law Suits/Threatened Suits 1.99 69 65
Comepetition from Large Businesses 1.99 69 29
Traffic, Congestion, Parking, Highways 1.99 69 58
Locating Qualified Workers 1.99 69 12

The second most divisive issue belongs to “Undocumented Workers/Illegal Aliens.” Indus-
try, more specifically agriculture and construction, drives the lack of consensus. Sixteen (16)
percent of owners in construction and 12 percent in agriculture find undocumented workers
a critical problem compared to only 6 percent in the wholesale industry and professional
services, and 5 percent in finance, insurance, real estate and rental properties. The problems
associated with this issue involve competition from businesses that hire illegal employees and
the administrative hassles and potentially severe penalties for inadvertently hiring a non-legal
employee. This issue is typically very different from the ability to hire highly skilled non-
Americans for technical jobs.

There is also little agreement among owners in two related legal areas that have relatively
low overall rankings. The first is the “Costs and Frequency of Law Suits/Threatened Suits”
ranking 65th in 2008. This problem impacts some industry sectors and some size categories
more than others. It is possible that for the 11 percent of owners who have been defendants in
lawsuits during the past five years (NFIB’s The Use of Lawyers poll), this problem area evokes
a strong response. For the majority of owners who have not been sued, the opposite response



applies. Since plaintiffs prefer “deep pocket” defendants, it is also possible owners of some of
the smallest firms do not worry because they are not worth suing.

Similarly, while some owners worry a great deal about “False Insurance Claims, Such as for
Workers’ Comp or UC,” 63rd in 2008, many do not. The lack of consensus among owners re-
flects the number of employees. A larger number of employees simply offer more opportunity
for the “bad actor” who wants to take advantage of the situation. But such claims are also more
likely to occur in industries where workers’ compensation claims are more common. Some em-
ployers try to minimize false claims in unemployment compensation by challenging all claims.

The importance of “Competition From Large Businesses,” ranking 29th, is another prob-
lem which varies, especially by industry. The majority of small businesses do not compete
directly with large businesses. Their main competition is from other small-and medium-size
businesses. However, small businesses in the wholesale and retail industries particularly find
competing with large businesses a critical problem.

“Finding and Keeping Skilled Employees” ranks 17th and is a revision of the 2004 prob-
lem, “Keeping Skilled Employees.” Retaining skilled employees varies significantly by firm
size. It worsens for small business owners as the number of employees increases. Businesses
with 1 - 4 employees rank this problem 27th whereas those with 50 - 99 employees rank it
8th out of 75 problems. The severity of the problem also varies by industry where the industry
categories administrative support services; art, entertainment, recreation; accommodation and
food services; and, other services rank this problem 12th. Agricultural, forestry and fishing
rank it 31st.

Two other problems achieving low consensus are “Traffic, Congestion, Parking, Highways”
and “Minimum Wage/‘Living’ Wage.” “Traffic, Congestion, Parking, Highways” impacts the
transportation industry more severely than any other sub-category of business analyzed in this
survey. Transportation business owners rank traffic 9th out of 75 problems compared to its
overall ranking of 58th. Traffic-related problems also likely affect small business owners in
more urban, congested areas where it restricts customer access to the business and creates
commuting problems for owners and employees alike. Businesses in rural/small city areas and
those that do not transport goods or services are likely less affected by this problem. As for the
“Minimum Wage/‘Living’ Wage,” both retail and agriculture are strongly affected. Small busi-
ness retailers rank the problem 38th. Owners of agriculture, forestry, and fishing businesses
rank it 40th compared to its overall ranking of 53rd.

PROBLEM CLUSTERS

The 75 potential small business problems listed on the survey are grouped into generic prob-
lem clusters and presented in Table 4. Each cluster contains all of the survey’s problems
relating to a single topic. Some problems fit into more than one category and the assignment
of problems to individual clusters is arbitrary. For example, “The Cost of Health Insurance,”
the number one ranked small business problem, appears in both the “Costs” cluster and in the
“Employees” cluster because it is a cost and a benefit to employees.

There are 10 problem clusters listed in Table 4. The importance of the clusters is based
on the various problems and the percentage of owners who consider the problems to be criti-
cal within each cluster. In descending order, the clusters appear as follows:

1. Costs 6. Management

2. Competition 7. Public Service/Responsibilities
3. Employees 8. Regulation

4. Finance 9. Taxes

5. Information 10. Technology
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TaBLE 4

IMPORTANCE OF SMALL BUSINESS PROBLEM BY PROBLEM CLUSTER

% “Critical”

Problem Rank Mean Problem
Competitors/Competition/Markets
Projecting Future Sales Changes 20 3.75 8.9
Comepetition From Large Businesses 29 4.00 12.8
Poor Sales 35 4.18 2.4
Sales Too Dependent on Health of One Business

or Industry 43 4.36 94
Keeping Up on Business and Market Developments 44 4.38 4.6
Anti-Competitive Practices, e.g., Price Fixing 59 4.87 6.8
Protecting Intellectual Property 62 4.98 4.9
Competition From Imported Products 66 5.14 8.7
Competition From Internet Businesses 69 5.24 5.1
Winning Contracts From Federal/State/

Local Governments 71 5.27 5.5
Exporting My Products/Services 75 6.08 1.8
Costs
Cost of Health Insurance I 1.93 56.3
Cost of Natural Gas, Propane, Gasoline, Diesel,

Fuel Oil 2 24| 423
Cost of Supplies/Inventories 8 3.26 17.2
Electricity Costs (Rates) 9 3.27 16.4
Workers’ Compensation Costs 10 3.28 23.8
Cost and Awvailability of Liability Insurance 13 3.44 18.8
Fixed Costs Too High 16 3.6l 13.3
Telephone Costs and Service 24 3.95 74
Cost of Outside Business Services,

e.g., Accountants, Lawyers, Consultants 25 3.95 8.5
Unemployment Compensation 26 3.96 1.2
Ability to Cost-Effectively Advertise 28 3.98 10.6
Reducing Energy Use in a Cost-Effective Manner 31 4.08 82
Interest Rates 32 4.09 9.6
Physical Facilities Costs, Such as Rent/Mortgage/

Maintenance 33 4.10 9.2
Cost of Government Required Equipment/

Procedures 39 427 8.7
Delinquent Accounts/Customer Financing 45 441 8.4
Minimum Wage/“Living” Wage 53 4.75 8.8
Bad Debts (Not Delinquencies) and/or

Bankruptcies 56 4.83 59
Crime, Including Identity Theft, Shoplifting, etc. 57 4.83 6.4
Costs and Frequency of Law Suits/Threatened Suits 65 5.12 7.3
Employees
Cost of Health Insurance I 1.93 56.3
Workers’ Compensation Costs 10 3.28 23.8
Locating Qualified Workers 12 342 20.7



TABLE 4 CONTINUED
IMPORTANCE OF SMALL BUSINESS PROBLEM BY PROBLEM CLUSTER

% “Critical”

Problem Rank Mean Problem

Employees continued

Finding and Keeping Skilled Employees 17 3.70 17.6
FICA (Social Security Taxes) 19 3.71 12.9
Unemployment Compensation 26 3.96 1.2
Health/Safety Regulations 40 4.28 8.9
Training Employees 41 431 6.6
Hiring/Firing/Employment Regulations 42 433 6.9
Employee Turnover 51 4.73 7.1
Minimum Woage/“Living” Wage 53 4.75 8.8
Aging Workforce 55 4.83 4.3
Mandatory Family or Sick Leave 60 4.88 8.0
False Insurance Claims, Such as for Workers’

Comp and UC 63 5.04 79
Undocumented Workers (lllegal Aliens) 70 5.25 1.4
Finance
Cash Flow I 3.37 20.6
Poor Earnings (Profits) 14 3.60 17.3
Frequent Changes in Federal Tax Laws and Rules 15 3.6l 14.9
Highly Variable Earnings (Profits) 22 3.89 10.5
Delinquent Accounts/Customer Financing 45 441 8.4
Bad Debts (Not Delinquencies)

and/or Bankruptcies 56 4.83 59
Credit Rating/Record Errors 67 5.14 4.7
Obtaining Short-Term (Less Than 12 Months or

Revolving) Business Loans 72 5.29 5.1
Obtaining Long-Term (5 Years or More)

Business Loans 73 5.31 52
Information
Projecting Future Sales Changes 20 3.75 8.9
Cost of Outside Business Services,

e.g., Accountants, Lawyers, Consultants 25 3.95 8.5
Locating Business Help When Needed 36 4.19 9.3
Applications for Licenses, Permits, etc. 37 422 9.0
Finding Out About Regulatory Requirements 38 4.23 6.4
Keeping Up on Business and Market Developments 44 4.38 4.6
Using Computer(s), the Internet or New

Technology Effectively 48 4.66 5.5
Getting Information on Government Business

Assistance Programs 50 4.72 6.3
Getting Useful Business Information 61 4.89 25
Credit Rating/Record Errors 67 5.14 4.7
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TABLE 4 CONTINUED
IMPORTANCE OF SMALL BUSINESS PROBLEM BY PROBLEM CLUSTER

% “Critical”

Problem Rank Mean Problem

Management
Cash Flow I 3.37 20.6
Fixed Costs Too High 16 3.6l 13.3
Projecting Future Sales Changes 20 3.75 8.9
Controlling My Own Time 23 391 12.7
Ability to Cost-Effectively Advertise 28 3.98 10.6
Pricing My Goods/Services 30 4.07 8.1
Poor Sales 35 4.18 2.4
Locating Business Help When Needed 36 4.19 9.3
Training Employees 4] 431 6.6
Sales Too Dependent on Health of One Business

or Industry 43 4.36 94
Keeping Up on Business and Market Developments 44 4.38 4.6
Delinquent Accounts/Customer Financing 45 441 8.4
Using Computer(s), the Internet or New

Technology Effectively 48 4.66 55
Handling Business Growth 49 4.68 34
Bad Debts (Not Delinquencies)

and/or Bankruptcies 56 4.83 59
Getting Useful Business Information 61 4.89 25
Protecting Intellectual Property 62 4.98 4.9
Public Services/Responsibilities
Applications for Licenses, Permits, etc. 37 422 9.0
Finding Out About Regulatory Requirements 38 4.23 6.4
Getting Information on Government Business

Assistance Programs 50 4.72 6.3
Crime, Including Identity Theft, Shoplifting, etc. 57 4.83 6.4
Traffic, Congestion, Parking, Highways 58 4.87 7.0
Anti-Competitive Practices, e.g., Price Fixing 59 4.87 6.8
Protecting Intellectual Property 62 4.98 4.9
Increased National Security Requirements 68 5.21 33
Winning Contracts From Federal/State/

Local Governments 71 5.27 5.5
Regulations
Unreasonable Government Regulations 6 3.25 20.6
Frequent Changes in Federal Tax Laws and Rules 15 3.6l 14.9
Federal Paperwork 18 3.70 12.3
State/Local Paperwork 21 3.78 10.0
Applications for Licenses, Permits, etc. 37 422 9.0
Finding Out About Regulatory Requirements 38 4.23 6.4
Cost of Government Required Equipment/

Procedures 39 4.27 8.7
Health/Safety Regulations 40 4.28 8.9
Hiring/Firing/Employment Regulations 42 433 6.9



TABLE 4 CONTINUED
IMPORTANCE OF SMALL BUSINESS PROBLEM BY PROBLEM CLUSTER

% ““Critical”
Problem Rank Mean Problem

Regulations continued
Environmental Regulations 47 4.44 8.1
Rules on Retirement Plans 52 4.73 53
Zoning/Land Use Regulations 54 4.76 7.8
Solid and Hazardous Waste Disposal 64 5.07 4.9
Undocumented Workers (lllegal Aliens) 70 5.25 1.4
Taxes
Federal Taxes on Business Income 3 3.00 25.0
Property Taxes (Real, Inventory or

Personal Property) 4 3.08 25.0
Tax Complexity 5 3.13 22.7
State Taxes on Business Income 7 3.26 21.2
Frequent Changes in Federal Tax Laws and Rules 15 3.6l 14.9
Federal Paperwork 18 3.70 12.3
FICA (Social Security Taxes) 19 3.71 12.9
State/Local Paperwork 21 3.78 10.0
Unemployment Compensation 26 3.96 1.2
Dealing With IRS/State Tax Agencies 27 3.96 10.8
Death (Estate) Taxes 34 4.11 19.8
Frequency of Tax Withholding Deposits 46 443 7.2
Rules on Retirement Plans 52 4.73 53
Technology
Telephone Costs and Service 24 3.95 74
Keeping Up on Business and Market Developments 44 4.38 4.6
Using Computer(s), the Internet or New

Technology Effectively 48 4.66 5.5
Protecting Intellectual Property 62 4.98 4.9
Competition From Internet Businesses 69 5.24 5.1
Access to High-Speed Internet 74 5.6l 5.6

The cluster achieving the most attention from small business owners is “Costs.” Five of
the top 10 small business problems appear in this cluster. In addition to the “Cost of Health
Insurance,” other top ranking costs include: “Energy Costs, Except Electricity,” “Electricity
Costs (Rates),” “Cost of Supplies/Inventories,” and “Workers’ Compensation Costs.” Ad-
ditional costs included in the cluster, but ranking lower overall, include the insurance/legal
issues: “Cost and Availability of Liability Insurance,” “Unemployment Compensation,” and
“Cost and Frequency of Law Suits/Threatened Suits.” Finally, other specific operating costs
include: “Fixed Costs Too High,” “Telephone Costs and Service,” “Cost of Outside Business
Services,” “Ability to Cost-Effectively Advertise,” and “Minimum Wage/‘Living’ Wage.”

The number one ranking of this cluster reflects recent problems in the economy and re-
veals underappreciated price pressures. Commodity prices, including oil, have far outpaced the
Federal Reserve'’s preferred inflation range. Healthcare costs have done the same. Food cost
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increases are creating riots in parts of the world. The cost of imported products automatically
rises when the dollar shrinks as it has done for a considerable period. And, the money supply is
growing more than one would like. Small business owners are attempting to pass those increased
costs through, and more and more are successful. That is good from the small business perspec-
tive, but not from the nation’s. However, the problem is likely to get worse before it gets better.
The high percentage of owners ranking these costs as “critical” echo these concerns.

“Taxes” is the second most important cluster listed in Table 4. It contains four of the
top 10 small business problems: “Federal Taxes on Business Income,” “Property Taxes (Real,
Inventory or Personal Property),” “Tax Complexity,” and “State Taxes on Business Income.”
Compared to the 2004 survey, the percent of owners considering each tax issue critical has
increased by a few percentage points on average. Also, there is more emphasis now on state tax
issues. The “Property Taxes (Real, Inventory or Personal Property)” problem ranks 4th overall
and is critical for 25 percent of owners. However, “FICA (Social Security Taxes)” dropped
from 13th place in the 2004 survey to 19th in the present survey. “Federal Paperwork,” much
of which is tax related, held at 18th in the 2008 survey.

The “Employees” cluster contains two of the most serious problem areas, “The Cost of
Health Insurance” and “Workers’ Compensation Costs.” In addition, at least 10 percent of
survey respondents consider six of the problems in this cluster critical. Besides the two above,
they include: “Locating Qualified Workers,” “Finding and Keeping Skilled Employees,” “FICA
(Social Security Taxes),” and “Unemployment Compensation.” Some problems in the cluster
have increased in importance from 2004 to 2008 in part reflecting the difficulty in finding
affordable skilled workers. Other problems, such as “Unemployment Compensation,” have
faded, reflecting changed economic conditions over the last four years.

The “Employment” cluster further contains three of the new labor-related issues pre-
sented this year in the survey for the first time. These include the “Aging Workforce,” ranked
55th, “Mandatory Family or Sick Leave,” ranked 60th, and “Undocumented Workers (Illegal
Aliens),” ranked 70th.

)

The fourth-ranked problem cluster, “Regulations,” contains only one problem from the
top 10 problem areas, “Unreasonable Government Regulations.” This sixth-ranked problem
is critical to 21 percent of owners. Many of the other problems rank 35th to 50th in impor-
tance, including “Frequent Changes to Federal Tax Laws and Rules,” “Federal Paperwork,”
“State/Local Paperwork,” and “Applications for Licenses and Permits, etc.” All of these rep-
resent both the owner’s time and out-of-pocket costs. Frequently they also fit in the nuisance
category. Specific areas of federal regulation, “Environmental Regulations,” “Health/Safety
Regulations,” and “Finding Out About Regulatory Requirements” rank a little lower today
than in 2004. More thoughtful regulatory policy in some areas appears to be recognized by
small business owners in these rankings. Perhaps the ability to comply using the Internet has
also reduced costs for some owners and pushed down the rankings a bit.

“Management” is the fifth-ranked problem cluster. The “Cash Flow” problem ranks 11th
and “Fixed Costs Too High” 16th. They are the highest ranking problems in the cluster. The
former is often an issue for small business owners and is exacerbated by increasing price pres-
sures. Other problems in the cluster rank in the 20th to 40th positions. Almost no problem
in the cluster, including “Locating Business Help When Needed,” is critical to more than 12
percent of owners. The “Ability to Cost-Effectively Advertise” and “Poor Sales” issues remain
in about the same position as they were in 2004, the high 30s to low 40s. Other manage-
ment problems such as “Using Computer(s), the Internet or New Technology Effectively” and
“Handling Business Growth” rank in the 50s or farther down the list.

“Finance” problems rank 6th on the list, with “Cash Flow” also as its highest ranked
problem in the 11th position. “Poor Earnings” follows and ranks 14th. Those most identifi-



able with finance, “Obtaining Short-Term (Less Than 12 Months or Revolving) Business
Loans” and “Obtaining Long-Term (5 Years or More) Business Loans,” rank near the very
bottom. In reporting on the slowing economy, much media focus is on the credit troubles of
large banks and financial institutions. The latest rise in housing foreclosures and loan defaults
has forced banks to tighten lending practices. And, while loans are cheaper with the recent
interest rate cuts, concern over whether business owners can satisfy their borrowing needs
has been an issue of great concern. Contrary to popular belief, small business owners have
not been significantly affected to date. There is little indication that they are having problems
borrowing money for business purposes. One difference between the 2008 results and those
in the 2004 survey is that many of the problems in the finance cluster moved lower, includ-
ing “Bad Debts (Not Delinquencies) and/or Bankruptcies” which ranked 52nd in 2004 and
56th in 2008.

The “Competition” cluster in Table 4 contains no problem ranked higher than 29th. Most
of the problems listed in it rank in the 60s. “Competition From Large Businesses” ranks high-
est in the 29th position and is critical for 13 percent of owners. All other problems are critical
for fewer than 10 percent. Popularly alleged serious problems, “Competition From Internet
Businesses,” “Competition From Imported Products,” and “Anti-Competitive Practices, e.g.,
Price Fixing” rank in the 59th to 69th positions. Competition may be tough and not always
fair, but small business owners expect it.

» o«

The “Information” cluster ranks 8th out of the 10 problem clusters. As in the 2004 sur-
vey, no problem ranks higher than 20th and all are critical to fewer than 10 percent of small
business owners. The comparatively low rankings of the problems in the cluster indicate that
owners feel a general level of satisfaction with their present sources of information. However,
the survey made no provision for information overload.

“Public Service/Responsibilities” is the ninth-ranked problem cluster. No problem in the
cluster ranks higher than 37th and none are considered critical by more than 9 percent of
business owners. Apparently, these problems are annoying, even critical in instances, but are
typical items the owner puts up with when owning a business. Examples are traffic congestion
and fees for permits and licenses. They cost owners time and money, but do not often spark
strong reactions. The same is true for “Finding Out About Regulatory Requirements,” critical
to only 6 percent of owners.

“Technology” is the cluster generating least concern. The highest ranked problem in the
cluster is “Telephone Costs and Service,” 24th, and is considered critical by fewer than 10
percent of owners. The remaining problems in the cluster “Keeping Up on Business and Mar-
ket Issues,” “Using Computer(s), the Internet or New Technology Effectively,” “Protecting
Intellectual Property,” “Competition From Internet Businesses,” and “Access to High-Speed
Internet” rank from 44th to 74th.

CHANGES IN PROBLEM RANKINGS OVER TIME

Surveys in the Problems and Priorities series have been conducted over a 26-year span, from
1982 to 2008. Business conditions have varied enormously during this period, so it should not
be surprising that owners’ most-pressing problems have shifted as well. The first survey was
conducted in late 1982, just as the nation was emerging from the deepest recession since the
Great Depression. The 1991 survey was conducted as the economy emerged from the 1990
- 1991 recession. In contrast the country entered a period of slowing growth with diminished
optimism when the 2008 survey went into the field and business owners were generally more
pessimistic than they had been in a long time.

The four other surveys in the series taken in 1986, 1996, 2000, and 2004 were conducted
during relatively prosperous years. An examination of the ranking of small business problems
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over time thus represents an overview of how small business owners react to business cycles.
While the precise timing of the business cycles is not coincident to the mailing and tabulation
of the surveys, it is close enough to make some general observations about “owner problems”
and general economic conditions.

Much has changed since 1982. The Internet, iPods, and cellular telephones were almost
unheard of then. A complete revolution in communications has occurred since the first survey
in the series. Technological advances and the increased speed of communications have gener-
ally created greater business productivity, but have also caused small business owners to spend
additional time and funds to understand, master and cost-effectively purchase new technol-
ogy. Learning the new technology spills over into other facets of the business, such as choosing
the right medium in which to make cost-effective advertising buys.

In addition to the secular changes associated with technology, the business environment
has become increasingly complex. For example, thousands of new regulations from both
the federal and state/local governments have been imposed. These have led to increased
concerns over various employer liability issues, ranging from employment-related to environ-
mental regulations. Small business owners must therefore become increasingly knowledge-
able and skilled in areas not traditionally considered business. This creates new stresses as
well as new opportunities.

A. BUSINESS CYCLES

Table 5 shows the rank of every problem evaluated in each of the seven surveys conducted
since 1982. Most problems have maintained a fairly steady position over the years, while oth-
ers have changed notably. Depending upon the characteristics of each business cycle, the rank
of the problems has not always varied predictably. The expectation that the rank of problems
would vary with the business cycle is true in general, but the short and shallow recession of
2001 caused some surprises, as did rising energy prices and more difficult labor market condi-
tions between 2004 and 2008. Friendly credit markets, a boom and bust real estate cycle, and
more difficult employee hiring leads to some surprising results.

The two recessionary periods captured by Small Business Problems and Priorities are 1982
(first survey) and 1991 (third survey). The four expansionary periods are 1986 (second sur-
vey), 1996 (fourth survey), 2000 (fifth survey), and 2004 (sixth survey). However, the 2004

expansion was not as robust as others reflected in the series.

The recent period of slack growth, the fourth quarter, 2007, to March 2008, was obvi-
ously a period of slowing, though spotty, activity. Over the prior four years, the economy was
aided by very low interest rates and continued support from the 2001 economic stimulus
package. Small firm owners were also helped by consumers who continued to maintain their
spending patterns until recently. Real GDP growth averaged 3 percent in 2005 - 2006, but fell
to about 2.5 percent in 2007 with the final quarter registering 0.6 percent (annualized). By the
beginning of 2008, the Small Business Optimism Index reached its lowest level since 1991 and
was headed lower. But despite this latest economic downturn, the economy over the last four
years was reasonably good for small business owners.

The two problems most likely to be associated with recessionary conditions are “Poor
Earnings (Profits)” and “Poor Sales.” These two, shown in Chart 3, loosely track the econo-
my’s expansion and recession periods of the past 26 years. Beginning with the 1982 survey and
moving forward, the rankings of the former are 9th, 14th, 13th, 22nd, 20th, 12th and most
recently, 14th. “Poor Earnings (Profits)” in 2008 ranks about the same as it did during the
surveys of 1986 and 1991. But 1982 was a very bad year and “Poor Earnings (Profits)” ranked
9th; 1996 was a very good year and it ranked 22nd. Even during more prosperous periods,
“Poor Earnings (Profits)” ranked in the top 25 small business problems.



CHART 3
PooRr EARNINGS (ProFiTS) AND POOR SaLESs, 1982 - 2008

Year

1982 1986 1991 1996 2000 2004 2008

10 \v «= Poor Earnings (Profits)
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Poor Sales
30

40
50
60

Rank

Source: NFIB Small Business Problems and Priorities, 2008

The rank of the “Poor Sales” problem during the past six surveys was 29th, 27th, 26th,
48th, 50th, 33rd and 35th in 2008. The 2008 reading of “Poor Sales” is somewhat below that
of the two previous recessions, but significantly above the expansionary years of 1996 and
2000. The reading of 35th in 2008 is better than a recession reading, but close to what might
be expected when sales slow.

Two other business problems generally associated with the business cycle are “Obtaining
Short-Term (Less Than 12 Months or Revolving) Business Loans” and “Delinquent Accounts/
Customer Financing” (Chart 4). The rankings over time for the former are 45th, 54th, 53rd,
62nd, 67th, 69th and 72nd in 2008. The 2008 ranking of the former, 72nd, is the lowest read-
ing in the survey’s history for this issue. It suggests that credit markets have become friendlier
for business owners over the past 26 years. The reading seems unrelated to any credit crunch
or a business cycle. The path has been steadily lower over time suggesting continuation of
increasingly favorable credit conditions. “Delinquent Accounts/Customer Financing” ranked
16th, 21st, 28th, 40th, 44th, 34th and 45th in 2008. The historical trend of this problem
does not seem related to a business cycle or economic highs and lows, either. The widespread
use of credit cards and instant financing by owners has likely eased the customer delinquency
problem by transferring it to financial institutions.

CHART 4
OBTAINING SHORT-TERM (LESs THAN 12 MONTHS OR REVOLVING) BUSINESS
LoaNs AND DELINQUENT ACCOUNTS/CUSTOMER FINANCING, 1982 - 2008

Year

1982 1986 1991 1996 2000 2004 2008

0 «m= Obtaining Short-
20 Term (Less Than 12
Months or Revolving)
'é 40 Business Loans
-4
60 Delinquent
Accounts/Customer
80 Financing

Source: NFIB Small Business Problems and Priorities, 2008

27 | Small Business Problems & Priorities



SUOIIE|N3IY JUSWUIBAOD) awodu| awodu| S9LIOJUBAU|
soxe| ||0JAed soxe| [[0JAed |qeuoseaJun |  ssauisng uo saxe| a3eig Momiadeq [esopa]|  ssauisng Uo saxe| d3el§ /sanddng jo 3son| g
$150D) awodu| $350D) awoou|
(s350D) saaey Adnda|g | uonesuadwior) SIBMOAA [ ssauisng uo saxe| arerg sdomiaded [esopa| uonesuadwiod) SIBMOAA Mol yseD|  ssauisng uo saxe| eI °/
adouednsu| Ayjensed) (saxe| $1507) JUdY awoou| (A103uaAU| Jo ‘eUOSI| SuOIEINSSY IUSWIUISAOL)
pue f11adoud Jo 350D |  (serey) 350D AdIIdRYg £314n23g [e120s) Y|4 /soxe] A1sadoud|  ssauisng uo soxe| 33elg ‘[eay) soxe| Auadouy a|qeuoseasun| 9
CRITNEN adue.nsu| ANjIqer] (saxe| (saxeL awodu|
MO yseD) pue 53507 auoyds|a] | jo AN|IqE|IeAY pUE 3507 A1an298g [e120S) D4 A31un23g [e1D0g) D4 | ssauisng uo saxe)] |etspaq Aixadwor xe) | g
IO [2nd ‘;esaIq (A1aadouy
awiodu| 150D [ suongnSay juswularon) | SUOnEIN3aY IUSWUISAOL) ‘auljosen) ‘auedoud [eu0sJay Jo AI0IudAU|
(s350D)) seaey suoydsja) | sseuisng uo soxe] [esspaq | uonesuadwor) SUSNIOAA 3|qeuosealun 3|qeuosea.un ‘seqy [ednieN JO 150D ‘leay) soxe| Awuadodd| p
1O [on ‘duijosen) 150D soakojdw3 150D awoou| ssauishg
‘sec) [eUNIEN] JO 350D MO[4 YseD MO[4 yseD | uonesuadwior) SISNIOA paiend) Suiedo | uopesuadwor) SIHOAA uo soxe| [esopa4| ¢
'O 124 ‘8831
9dUEINSU| adue.nsu| Aujiqer awodu| ssaulsng awodu| ssaulsng awodu| ssauisng @due.nsu| Aujiqer ‘auljosen) ‘auedoud
Agery jo 3son [ jo Aujiqejreay pue 3s0D) uo saxe| [eJapad uo saxe| [eJapad uo saxe| [edopa4|  jo Aljiqe|ieAy pue 150D ‘secy [eanIeN Jo 350D | T
$9JBY 1S343IU| [ ddUBJNSU| YIESH JO 3SOD) | ddUBJNSU| YI[ESH JO IS0 | SdURINSU| YI[B3H JO IS0 [ dUBJNSU| Y3|eSH JO 350D | @dUBINSU| YI[BSH JO IS0 [ SdurUNsU| s Jo 350D | |
(12quianoy) (Arenuef) (19quianopN/12q0320) (sun(jAel) (yosep/Arenaqaq) (A1enaqaq/Arenuef) (yoaepy/Arenuel) uey
861 9861 1661 9661 000T 00T 800T
Z86T ANV 9861 “I661 ‘9661 ‘000Z ‘+00Z ‘800 NI SWATdO¥J SSANISNG TIVIAS 40 ¥IAUQ) MNVY
G Iav]
e |
L. ., senuoL{ R sWIqoiq ssAUISNg [[BWS | 8z



3upueuly Jswolsn?)
/S3UN022Y/ 3uanbuipg

seakojdwig
paiend) Suiedon

SUO[IB|NSSY JUSWUISAOLD)
9|qeuosealun

(swyoug) sBuuaeg

S9LI0JUBAUY|
/sa1ddng jo 150D

s omiadeq |20 /21838

(swyoug) s8uueg Jooy

IO [ony ‘auljosen)

(sarey) s350D) AdLd”g

CRIINEIN
pue s1507) suoyds|a|

domiadeq a1e1g

ySiH 0o s1507) paxi4

uonesuadwo’)
JuswiAojdwaun

soIDUaBY Xe| 91815
/SY] WIM Bulesg

$3IDURBY Xe| 9IBIS
/S¥I Y¥AA Buleaq

IAIIG
pue s3507) auoydsjs|

soxe| A1sadouy
/AURY SE ING ‘51507
sanl|1oe4 [edIsAyd

@due.nsu| Ajiqer

9JIAISG puUE

51507 auoydaa)
sa|ny pue

SMET Xe| [eJapad Ul
saduey?) Juanbaug

S91I0JUBAU|
/s91ddng jo 150D

(soxe]

Y8iH 00| $150) paxiy

sa|ny pue
SMET XE] [eJopad Ul
sa3uey?) Juanbau

(swyoud) sBuiureg Jood

aduednsu| Ajiqer]

SINLIOLIJ R SW[qOoI] ssauisng [[ewS | 67

3|qetiep AlySiH ‘ser) [enIEN JO 150D (swjoud) sduiu.eg Jood dlJomuadey [ed07/e1818 Jo Aiqe|reAy1s0D) A1undag [e1os) yo|4 Jo Aiqejreay pue 350D | €]
SMET Xe| [eJapay uonesuadwo?) @douednsu| A|iqer SISO
Sldomuadey [euspaq ur saduey?) juanbauy juswhojdwaun | jo Aujiqejieay pue 350D Sdomuadey [e207/21815 s8ujuJeg Jooy payiend 3unexo | |
sa|ny pue
Xe| SWOodUy| seakojdwig SMET Xe] [eJapa4 Ul seakojdwig
ssauisng [easpa4 saIeYy 159491V Somuadey [esapay payiend 8unesxon sa8uey?) juanbauy paiijend) Sunedxon molJ ysed | ]
sadueyD) saes awodu| ssaulsng SMET Xe| [eJopad 1O [2n4 ‘Buljoses) $150D)
aunng 8undsloyd uo saxe| 911§ ur saduey?) juanbauy MO yseD) ‘se0) [edmieN Jo 350D |  (ssary) $350D) Ad1d9|g | uonesusdwod) SO | (0l
so|ny pue
$150D) JUsYy SMET XB] [eJapad ul SuONEN3aY USWUISAOL)
(swyoud) sBuiuieg Jood Sdomuadey [esapaq /saxe| A1sadouy saduey? jusnbauy MOJ{ yseD a|qeuoseasun) | (saaey) s1s0D) Aol | 6
(12quianop) (Arenue() (12quidnop/412q032Q) (sun[jkely) (yoaep/Arenaqgay) (Arenagag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 ¥00T 8007

7861 ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ JINVY

G3NNILNOD ¢ 319V




3SIIAAPY A|9ARDRYT awil] UMQ sossauisng 9347 9SUBAPY Aj9ARRY3 9DIAJSS pue
Y8IH 0o $1507) paxi4 -1507) 01 Ay Al 8uljjonnuod so1BY 159491U| wou4 uonnadwo) -1500) 01 A|Iqy 51500 auoydapd) |yt
awl] umQ seako|duwig sossauisng a3Je7 (smouy) suruaeg awl] umQ
Al Buijjosnuod payiend) Suneson sajeYy 150491V woJ4 uonnadwon soxe] (918353) YIeaQ a|qerieA AySiH A Buijonuody | €7
sadueyD sassauisng adJe sassauisng a8.e] (swyouy)
seakojdwi3 Suured| so|eg auning Sundafoud wou4 uonnadwo?) (smouy) sduruaeg dood yYSiH 00J $1507) paxi4 wou4 uonnadwor |  s8uiuieg sjqeeAAYSIH | 7T
SIUBY|NSUOY) ‘SIDAMET SIUBIINSUOY) ‘SIoAMET
sassauisng a3ueT 8upueuly Jawoisn)) ‘SJUBIUNODDY “3'D ‘SAIIAIRG |‘SIUBIUNOIDY “B'D ‘SDIAIDG
wou4 uonnadwo) /s;unoddyjuanbuipg | sejes aumng Sundafoud [ (seey) S350 AUdIId9|F | ssauisng apIsINQ JO 350D | ssauisng SpISINQ JO 350D omuadeq [edoeeas | (|
(sayo.q) s8uiuieg soakojdw3 awl| umQ sadueyD) sa|eg
dldomiaded [ed07/a183g a|qelieA AlySiH payiend 8uneso Al Buljjonuod (sayouy) sBuiuieg Jooy ySiH 00| 1507 paxi4 aJmng 8undsloud | "0z
SOLIOJUBAU| | SUONEINSSY JUSWUIIAOL) (swyoug) sBuiuaeg S9LI0IUBAU| (oN) uonesuadwor) (soxe Ayrundag
/sa1ddng jo 350> 3|qeuoseaun a|qelieA AlySiH /s91ddng jo 1so) | (seary) $350D) AId1NIddjg juswhojdwaun [eos) voI | 6l
sassauisng 98.e1 S9LIOJUBAU| 9JIAISS pue
$1507) J1jauag 39kojdw3 wo.4 uonnadwor /s911ddng jo 350 51507 auoydas] [seakojdw3 pajipis Suidasy omaadey [esopady domaaded [esopa4 | g
sapidn.jueg 1O [on4 ‘duijoses) SOLIOJUBAU| saakojdwig pajIps
Jo/pue 519 peg y3iH 00J 1507 paxi4 y3iH oo| 1507 paxi4 ‘SBD) [RINIEN JO 150D /sa1ddng jo 350> Sdomuade [ed07/a18315 8uideay pue Buipuiy | /|
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |

SINLIOLIJ R SW3[qoI] ssauisng [[ewS | (Of



< SONLIOLIJ R SW3[qOoI] ssauisng [[ewg | [¢
& A
syusawdojaaag
19)Je} pue ssauisng sysodag SuployYyIAA 3SNUBAPY A|ARDRY3 219 ‘SUWIDY |  JouuBl SARIRYI-ISOD) B
uo dn Buideay soakojdw3 Sujured) xe| jo Aouanbauy -1507) 03 Aiqy | suonenday Aiages/yajesH | ‘sasuadi Joy suopediddy | ui asn ASusug Supnpay | C|€
(s3s0D) @8eB110} Aasnpuj Jo $24Npad0.d $24npad0.d
Jo/pue Juay Sulpnpul) |  ssauisng auQ jo YiesH puswdinbg pasinbay suone|n3ay puswdinbg pasinbay S9IIAIG
sany|de4 Jo 350D [ uo uspuadsq oo safes JUSWULISAOK) JO 150D [E2USWIUOIAU JUSWUISAOD) JO 350D | suonejnday A19fes/yiesH /spoo) Al Bupiid | “0f
9OUBURIUIE}
suswdojaasq 1948y pue | syuswiadinbay AJoiendsy [o8ed1i0|ausy se yong sossauisng a34e7
soeg Jood | ssauisng uo dn Suideay Inoqy INQ 3uipuly | seakojdwig pajipg Suidasy sa)eYy IsaU49lu| | 535070 sani|Idey [ed1sAyd wou4 uonnadwod) | 67
sjuawadinbay Aiorenday SDIAIDG Buppueuly Jawolsny) | syuswiadinbay AJoienday uonesuadwor) 9SIIUAAPY Aj9ARDRYT
Inoqy InQ ulpuly /spoon) A} 3uidlig /S3UnoddY Juanbulq Inoqy InQ Sulpuly juswAojdwaun |seakojdwy paj|ns Suidesy -s0) oy Ajgy | '8t
djoH ssauisng 3SIUBAPY/ A[9A1D3Y] sadueyD (say04y) sduiuieg SoDUBBY Xe| 181§ saUaSY Xe| 91815
3pISINQ J0 350D saeg Joog <1500 01 AujIqy | sajes auming Sundsloug 3|qelieA AlySiH /S¥1 YA BuleaQ /941 WA Buieaq 22
9SIIAAPY AjPADRYT sysodaqg SuployyIAA (swyouy) sduiueg saduey") sajeg awil | UMQ uopesuadwo?)
-13507) 03 Ay xe| jo Aouanbauyg $9[eg J00( a|qelteA AlySIH aJming 8undalo.y Al Buljosauod wswihodwaun | ‘97
$24npadoud SIUBYNSUOD) ‘SIoAmeET
Xe| 3WOodU| awl| UMQO 1O [3n4 ‘duijoses) puswdinbg pasinbay awl| UMQO sadueyD) sa|es |‘sIuBIUNOIIY “8'd ‘SAIIAIDG
ssauisng e3g Al 8uljjosauod ‘Sery [ednJepN JO 150D JUBLIUIDAOL) JO 350D Al Buljjosauod auming 8undalouy | ssauisng apIsINQ Jo 30D | °S
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 ¥00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |




sueo [uuos.ag AJosiatadng Ssoxe| suopen3ay | syuswauinbay AJo3en3sy
wJa] -8uo Sulureiqo poon) 3ulureiqQ | AiAnonpoud JaopAmoT | (31D pue a3B3s3) Yaeaq soakojdw Buiured) | uswihojdw3 Buriy/BuliH noqy InQ Suipuiy | g
Ansnpuj Jo ssauisng
uonew.ou| 3UQ Jo YaeaH uo SDIAIAG 239 ‘SHWIDg
[euoseag 0o s3[eg [  ssauisng |nyas) Suman juspuadaq 00] sa|es [esodsiq 231SBAA /spoon) Ay Bumlig soakojdw3 Suured] | ‘sasuadi Joj suonedyddy | /¢
PapasN UYAA suswdojaasg 1938} pue PapasN USYAA PapasN USUAA
djoH ssauisng 3unedon |seakojdwy pajpig Suidesy soakojdwg Suiured) | ssauisng uo dn Suideay djoH ssauisng Suneson soxe| (91353) YreaQ djoy ssauisng 3unedo | ‘9¢
Ansnpuj Jo
ssauisng auQ Jo YiesH susodag SuIpjoYyIAA
uo juapuada 00] sa|es [euoseag 00] sajeg [saakojdwg paj|pis Suidaay [sed1Alag/spoon) A}y dumdlid xe| jo Aduanbauy [sed1asag/spoony ALy Sudlid sofeg Jood | ‘¢
[uuosJag AJosiatadng | syuswaainbay Aioienday [sauswdojpasq 39v)Ie)y pue s)soda SuployyiAA 9SIJIBAPY Aj2ARDRYT Buppueuly JawolsnD)
poon) 3ulureiqQ Inoqy InQ Suipul4 | ssauisng uo dn Suidasy xe| jo Aduanbauy -1507) 03 A)|Iqy /S3UN02dY Juanbulpq soxe| (a1e353) Yyesq | ‘p¢
ddUBUUIEYY
AAnnonpoly ssauisng [ed07 suone|n3ay syuswaJinbay AJojen3ay /28e81.10],/3udy SE Yong
JDIOA MO JO uopowo.y [e307] [EIUSWUOIIAU] soakojdw3 Suured) Inoqy InQ Suipuiy so[es Jood | ‘s3s07) seniioeq [edisAyd | g
JUBWUIIAOD) sadn.jueg
Jo} Xe| 3s[9X] JO Jojpue (sapusnbuipq 9DIAIDG suopnen3ay | syuswauinbay AJoren3ay
/Pue s3jes 3undajj0D) 10N) 5399 Peg fanpoud Al Sunlid | suonenday Aeges/yiesH | auswiojdwy Sutiy/BuiiH noqy InQ uipuiy sojey Isadolu| | ‘7€
(43quwidnop) (Arenuef) (13quwidnopN/13q0320) (un(/ey) (yosepy/Arenaqay) (Arenaqaq/Arenuef) (yosepy/Aaenuef) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |

SINLIOLIJ R SW3[qoI] ssauisng [[ewg | 7€



sueoT ssauisng

Ansnpuj Jo

SINLIOLIJ R SW[qOoI] ssauisng [[ewg | €€

CRITNEIN (240} Jo sueRL §) 239 ‘S)WIdY Bupueuly Jswoasn) | ssauisng auQ Jo YaesH [sauswdojpasq 1odjuel pue
[IeJ\ SAIIYF-1S0D) w3 -8uo SulureaqQ | ‘sasuadr 4oy suonedddy | AlARINPOIY JDOAA MOT /s3unoddyauanbuipq [ uo juspuadeq ooj sejes |  ssauisng uo dn Suidesy| [y
swe304d dUBISISSY AjaAnday3 ASojouyds| Ansnpu| Jo
$S3UISNG JUSWIUISAOL) deH | MmN pue (s)Jeandwod) "219 ‘SIULIR ssauisng auQ Jo YeaH
uo uonewLIoju] 3un3ac) | ssauisng SpISINQ JO 150D Buisn/Buiseypung | ‘sasuadr Joy suoneoijddy Jaroun| da4ojdwg [suonenSay |eauswuodiaug | uo uspuadaq 0o sajes | g
Ansnpuj Jo syuswdojersg
papasN USUAA [ ssauisng suQ jo yaeaH 19)}JB|y PUE SSBUISNY suong|nday
S9DIAIBG/SPOOL) Budld KaojuaAu| 3ujjoaauo)) [eUOSESS 00] S3ES djoH ssauisng 3unedo | uo juspuada 0o] saes uo dn Buidesy| | uswhojdwzBuliyBuiH | T
$24Npad0U AjpAnoay3 A3ojouyda)
uoneW.IOo| puswdinby pasinbay ssauisng sue|d JuswaJnay M3 J0 (s)4sandwod susodaq SulployyiaA
ssauisng |njasn Sumen) JUSWIUIBAON) JO 1507 | 8207 JO Uonowo.y [8307 3ulussnon) sony 3uisn pue 3uiseydang xe| jo Aduanbauy sookojdwig Bulureay | 14
suswdopeasg $24npadoud
9DIAIDS PapasN USYAA Supueuly Jawoisn) Jd}Je|| pUE Ssauisng puswdinbg pasinbay
soxe| (91359) YeaQ IRl @A29Y3-350D) | djoH ssauisng Sunedo /S3Un022y/ ausnbulpQ uo dn Suidsay JUBLIUIDAON) Jo 3507 | suonenday Awsjes/yfeaH | ‘op
$24Npad0.d Ajpannday3 A8ojouyda) $24Npad0.y
puswdinbg paJinbay PapaaN USUAA MBN Jo suandwion) PapasN USUAA uswdinbg pasinbay
JUBIUIBAOE) JO 3507 djoH ssauisng 8uneson [esodsiq 1sBAA 8uisn Jo Suiseydang |suonenday [eIusWuo.iAug djoH ssauisng 8unedon JUBLIUIBAOE) JO 350D | “4€
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |




JUSWIUISAOD)

JUSWIUISAOD)

sweJ3old dUeISISSY

suondadsu| "219 ‘SHWLID J0j SOXe] JS|PXT IO J0j SAXE] JS|IXT IO $SaUISNG JUSWIUIDAOL)
[e2077/3383G Jieq | ‘sasuadi Joy suopedlddy /Pue s3es Sund3jj0D) /pue sajeg 3unajjoD) S9[eS 00y [euoseag 00| s3[eS |  uo uopewoju| 8umLD) [ QS
swieJ3o.d dUBISISSY
"233 ‘SYP3YD) peg SSaUISNg JUSWIUIBAOE) yamoJn ssauisng sueld sue|d yamoun
‘a3euay|id ‘Bunyiidoys |  uo uonewou| Buman ssauisng SuljpueH | [e307 jo uonowo.y [e307] JUBWIRINSY UO S3|Ny JUBWIRIMRY UO S3NY ssauisng SulpueH | “ep
JUSWIULISAOD) sweJ8oJd dUBISISSY AjpAndayg A3ojouyda|
J0j SOXE| IS|IXT IO uopeW.IoM| "233 ‘SHWIIY ‘SASUIIT SSaUISNg JUSWIUIBAOL) M3 0 32uJ33U| Y)Y
AJojuaau| Buljjosnuod) /pue sajes 3unds|jo) |  ssauisng |njasn Sumsn O[S 100 Joy suoned|ddy | uo uonew.opu| Sunian ‘(s)4andwon) Suisn | gy
yamoun) CRITNELN yamouny yamoun suonenday
ssauisng SulpueH | sAemySiH ‘speoy ‘s39a.3§ [lBl\ SARI3YF-1S0D) Janoun] sakojdwy ssauisng SuljpueH ssauisng 8uljpueH [euswuoaIAUg | “/p
SUBOT ssauisng
*219 ‘S)WIDY ‘SASUBIIT (24014 J0 suesy §) 98BAA Auananpoug sysodag SuployyIAA
Jo} suonediiddy | AAnonpouyd JaXJopn MO w3 -SuoT SuluresqQ |yamous) ssauisng 3uijpueH | SulAr, /9SBAA WNWiull 9akojdwz mo xe| jo Aousnbauy | 94
sopidn.njueg Ansnpuj Jo A9Anaayg A8ojouyds|
sueoT Jojpue (sappuanbulpg | ssauisng auQ jo YiesH M3 0 I8UJBIU| BY) 3upueuly JswolsnD)
W3] -14oys SulureiqQ |yamo.o) ssauisng SulpueH 10N)) s3geQ peg | Uuo uspuada 00| sa|es | ANARINPOI] JSNIOAA MOT ‘(s)amandwo?) Suisn /sunoddy usnbulpq | Sy
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |

SINLIOLIJ R SW3[qOoI] ssauisng [[ewS | $¢



SINLIOLIJ R SW[qOoI] ssauisng [[ewg | G¢

& A

JUBLIUIDAOE) saidn.ajueg

JUBLIUIBAOE) SUB|d JUDWIRJNY suope|n3ay uonewLIou| J0j SOXE| JS|IXT IO Jojpue (sapuanbuipg
[e4apa4 ay3 03 3u||es uo sajny Suiduey) Jaaouun| aakojdwg asn pueq/Buluoz | ssauisng [ngasn Sunian /pUE s3[eg 3unda||oD) 10N) $3199Q peg | 9§

sweJ304d dUBISISSY
speoy 239 ‘SYPBYD) peg suone|nday $S9UISNG JUSWIUISAOL)
pue sAemysiH pooo ‘93eJay|ld ‘Sunyidoys asn pue/Buiuoz |  uo uopmew.oju| Supnie [eUOSES 00] S3ES Aaojuaau| 3ujjoaauor) 90.J0popA Buidy | g
sueo ssauisng (Suiajoasy

saiddng | Jo syiuopy 7| uey] sse) Sue|d JusWaJNAY 3uixi4 o144 “8'3 ‘saonoedy suone|n3ay

AJ01oejsneg 8unedo wJ3] -3a0yg SulureIgO uo sajny Suidueyd awILID) 19315 [esodsiq SISBAA aAnnadwo-npuy asn pueBuluoz | ps
sueo ssauisng (SulAjoAdy swiea304d dUBISISSY

Bupueuly [ Burxig ad14g “8'2 ‘sadndely | Jo syauoly 7| uey] ssa7) uopeWLIO| $S3UISNG JUSWIUISAOE) a%eAA

J03IsaAU| BulurelqQ aAnnadwo-puy w3 -3doys BuiuiedqO | ssauisng |njesn 8umisn) | uo uopewou| SuIR) Jaroudn| askoidwg | BuiAr, /a8eaA winwiulg | €S
JUBILLIBAOD) sapidn.jueg

swJl Jag.e] 03 dipH djpH 10} saXe| 3sIdX] 4O Jo/pue (sapusnbuipg sue|d

saakojdwg pajpis Suiso] Jarou.n| aakojdwg | ssauisng SpIsINQ JO 3s07) | ssauisng SpIsINQ O 150D /put s3jes 3unas|j0D) 10N)) $392Q Peg JuswiJnaYy uo sany | 7S
SWel304d dUBISISSY
ssauisng ApAnday3 ssndwo?d SS3UISNY JUSWUIIAOL) suope|n3ay suope|n3ay
[e207 jJOo uonowo.d |07 3uisn pue Buiseydund | uo uonew.oju dunen [eUOSEaS 00] S3ES asn pueq/duluoz as( pue/Buluoz Janoudn| akojdwz | |g
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |




SUeOT ssauisng

DN pue dwo>

spooo) paddiyg (4ol Jo suBRL G) SENREMITETT] [esodsiq 91SeAA SJDJIOAA 40} SB UdNg

3uinieday Jo Suiddiys a8eAA winwiully | suondadsu) Asjeg/yesH wJa] -3uo SulureagO | Jo asn ssauisng 9ARRYT snopJezeH pue pljog | ‘swire|D) dduednsu| asjed | ‘€9
3uixi4 a1

uoneyaodsued] d1qnd 33 ‘saondely CRITNE]N *239 ‘Sunyiidoys Yoy | Aadouy

Jo 3upjied aenbapy | suopdadsu [edo/eiEIg 98BAA WINWIUI| aAnnadwo)-nuy |le]y 9AI9Y3-150D) | Anusp| Sulpnpu) sl [en3d323u] Bundazoad [ 79
8uixi4 214

33 ‘saondeg 3upueuly (Aunb3) uonew.IoU|

aAnnadwod-nuy J01s3AU| SuluiRIgO soxe] (peaq) aeIsy AJo3usau 3uljjoauod) Kuojuanu| Suljoauod) | shkemysiH ‘Supjued Ouyed) | ssauisng |ngasn Sunmeny [ |9
sapidn.jueg

SIUSWIUIAAOD) Jojpue (sapusnbulpg Aaadouy uonew.Iou| 9D
[e207/23®35 03 ulj|9S swiD) 199.1 A10juaAu| Buljjouor) 10N) 5399 peg [en123|j23u] Bundsload | ssauisng nasn) SumLn) | pIs Jo Ajiwey Aoepuely | 09

DN pue dwo) 3uixi4 ad14g

*219 ‘|on ‘spoon) s19npo.d parloduw) uoneysodsue.| uoneysodsue.| SIDIOAA IO} SE 2N 39 ‘saondely
‘s|elu1ely Jo aderioys woJ4 uonnadwon ‘skemysiH ‘speoy ‘skemyBiH ‘s19a.a35 | sAemysiH Supped Oyged) [ ‘swie) sauednsu| asjeq aannadwon-nuy [ S

sapydn.njueg

sJa1jddng 9DIAIDG Jojpue (sapusnbuipg skemy3iH ‘Supyieqd

awWID) 193438 Asodeysies Buneso awiLIY) 183.438 [lel\| SAI9Y3-150D) 10N) 5299 Peg S91BY 159490V ‘uonsaduod) oyedl | ‘8§
8uixi4 2014 Buixi4 914

39 ‘soondely “8'9 ‘sao1dRly ageAA 239 ‘Bunydoys Yoy |

suondadsu| [eapad Jred soxe| (91353) YreaQ aAnRadwo-nuy 98eAA WNWIUIL aannadwod-nuy | SulAr, /a8ean wnwiuly [ Ausp Buipnppuy ewd | s
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 ¥00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |

SINLIOLIJ R SW3[qOoI] ssauisng [[ewS | 9¢



SUBOT ssaulsng (SUlAjoARY

SIUSWILIBAOD) [€207]

SINLIOLIJ R SW[qOoI] ssauisng [[ewg | /¢

JUSWUIDAOE) [BJ0T] JO '213 ‘|pn4 ‘spoony 3uueuly (Aunb3) s1010B1U0D) | JO syauol 7| uey] ssa7) [21B1G/[BI9PA WO $3SSaUISNY JUIU|
21835 WoJ4 uonnadwon) ‘s|elialely Jo saSerioys J03s9AU| Sulurelqo uspuadapu) Suisn W] -3u0yg Sulureago $19B1UOT) SUIUUIAA wo.4 uonnadwod | 49
SueoT
JUSWIULISAOD) SIUSWILLIDAOK) [8207 SJ0.I3 sdodi3 | ssauisng (3.0} 4O SIB3L sjuswadinbay A3ndag
suolun (doqe) sakojdwy [e4opa4 ay1 03 BuleS | /a3eIg/[e4apad 03 Bul||eS pJoday/Suney Apatd pJoday/8uney Apaud) | §) wus) -8uo SuluiesqQ [euoneN pasea.du| | ‘g9
el ‘Suipeay SIUSWUIDAOL) [BD0T sua1|ddng Aaadouy sJo.ug
Uo7 Ssaulsng 400 suondadsu| [edopaq | “8ra Aoeusnr] sakojdwiy [ jereag)euspay 01 ules AJ010®)sieg BunNed0T [en123)j93u] Sundsloyd pJoday/3uney upaud | /9
sueoT ssauisng
SIUSWULIDAOD) saa1/ddng saa1/ddng (suopy J0 sueaL §) 92IAIDS s19npo.d paiodw
UON2310.d 1] pue 3d1jod [e207/23€35 03 Bul|[aS Kao1oeysneg unedon Kaoroeysnes BunesoT wJa] -3uo Bulureago [INENETEEN g wo.4 uonnadwod | 99
S3INg paualeaIY |
AUy ssauisng uoneysodsued| *239 ‘SYPBYD peg yaey| ‘Buipeay | 238 ‘Bunydoys ‘spayd sJo.l3 /S3INg MeT Jo
9AJBJIIBUN JO PRI d1|qng 4o Supjeyd ‘a3e.ay|id ‘unyiidoys 33 “Aoeayr] 99kojduwig peg Suipnppu] aw?) pJoday/Suney upatd Aduanbaug pue s3s0) | ‘g9
SuBOT ssaulsng (SUIAjoARY N pue dwo?d
s1onpo.d parioduj spoon) paddiyg sJ0413 | JO syIuol 7| uey] sso) SIDIOAN 4O} SE NG S)ING MeT [esodsiq 21SBAA
woJ4 uonnsdwor) 3uiARday Jo 3uiddiyg p.Joday/3uney upatd) w3 -3oys BuiueagO | “‘swured) sduednsup asieq | jo Adusnbauy pue s1s00) snopJezeH pue pllos | “p9
(43quwidnop) (Arenuef) (13quwidnopN/13q0320) (un(/ey) (yosepy/Arenaqay) (Arenaqaq/Arenuef) (yosepy/Aaenuef) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |




SIAIDG IIAIDG SVIAIDG SVIAIDG SDIAIDG
% % % % % % % x| /s19npodd Ay SunJodxg fanpoud Al Sunaodxy fanpoud Al Sunaodxy spedw| YzAu | /s1onpodd ALy Bundodxg | /s3onpoud Al Sundodx3 [ ‘gz
suoneziuesiQ suoneziuesiQ o
91SeAA (91X0L) | 31j0.g-UON/AUBWILLIBAOE) s1onpo.d paliodw SADIAIBS -UON O JUBLIUIBAOL) JPUIRY|
T A A A A A snopJezeH jo [esodsi wou4 uonnadwo?) wou4 uonnadwo?r) |  /s1anpouy A}y Suntodxy wou4 uonnadwo?) paads-ySiH 03 ssaddy |/
suoneziuedlQ o suopeziue3iQ oid sueoT ssauisng
spoon) paddiyg 3uiAlday -UO O JUSWIUIBAOY) -UO JO JUSWIUISAOK) S9ssauISNg 13U.I9IU| (240} 40 B3y §)
A A suolun JoqeT Jo spoor) 3uiddiyg wou4 uonnadwor wou4 uonnadwor woJ4 uonnadwon wJs) -3uo Suureaqo | s/
sueo ssauisng (SulAjoAdYy
BaJY ssauisng *233 ‘sjan ‘spoon) aoueul4 (Aunb3) $19npo.d parlodw $2npado.d A1ndag | JO SYIuoly 7| UBY] SS9T)
uon’|j07) adeqJen) J00d 0 dARRIIBUN ‘s|eLIalel,| Jo aerioys Jo3saAu| Sulurelqo wo.4 uonnadwon) [eUOREN Pasea.du| W] -3doys Suluieaqo | Y
SJUBLULLIDAOK)
JUSWIUIIAOE) [P s1onpo.d paodw fyaadouy $9553UISNg JRUIAY| s1onpo.d payiodw] | [e307/93€3G/[BIS9PA4 WO
ay) wo.4 uonpadwor) | uonsalodd aJi4 pue 3dijod woJ4 uonnadwor) [en323)33u] Supdaloay wo.4 uonnadwon) wo.4 uopnadwon) s1euoD) SuluuIpn | 12
SONISIAAIUN suoneziuedlQ o sueoT ssauisng (3uiAjoasy
83 ‘suoneziueiO jo.ld -UO JO JUSWIUISAOY) $J019B.U0D 219 ‘SRYD SIUBWIUIIAOL) [8207 | IO SYIUO| 7| UBY] SS97) (sua|y [e83y)))
-UoN woJ4 uonnadwor) woJ4 uonnadwon) juspuadapu) jo asn | peq ‘@3esayid Sunydoys | /eavag/[RI9pR4 01 Bulj|BS wJa)] -340ys SulurerqQ | SIDMOAA paauswndopun | 0/
(12quianop) (Arenue() (13quidropN/412q032Q) (aun[jkely) (yoaep/Arenaqay) (Arenaqag/Arenuef) (yoaepy/Arenuel) yuey
861 9861 1661 9661 0007 00T 8007

ZS6T ANV 9861 ‘1661 ‘9661 ‘000Z ‘+00T ‘800 NI SWITIOUJ SSANISNG TIVING 4O JIAAQ MINVY

G3NNILNOD ¢ 319V |

SINLIOLIJ R SW3[qoI] ssauisng [[ewS | 8¢



B. PROBLEMS GROWING IN IMPORTANCE

Several problem areas have gradually been increasing in importance. One of these is “Un-
reasonable Government Regulations.” The regulatory problem has often been called “death
by a thousand pinpricks.” It is not simply one agency or one regulation, but the cumulative
effect of thousands of regulations from multiple sources that impact small business owners.
The regulatory problem ranked 22nd in 1986 when it was first introduced. It moved to 20th
in 1991, 11th in 1996, 4th in 2000, 8th in 2004 and back to 6th in 2008. While the rank of
“Unreasonable Government Regulations” climbed precipitously from 1986 to 2000, it has
leveled off over the past two surveys but remains near the top of the list. This problem will
likely remain in the top 10 as regulators and their legislative sponsors appear to have insa-
tiable appetites.

Over the last 17 years, “Energy Costs, Except Electricity” has steadily moved up the
problem severity rankings to second place. It ranked 25th in 1991, 17th in 1996, 10th in
2000 and 4th in 2004. In 1982 the problem ranked 3rd and 13th in 1986. These rankings
reflect the real price of oil. Unfortunately, the increasing global demand for energy with
limited new sources to draw on does not bode well for easing the burden on small business
owners anytime soon.

C. PROBLEMS GETTING EASIER

Gathering business information seems to be getting easier. Two specific problems are illustra-
tive. “Getting Useful Business Information” ranked as follows: 41st, 37th, 48th, 53rd, 56th,
60th and 61st in 2008 as shown in Chart 5. The penetration of the Internet is probably re-
sponsible. Almost all small business owners now have Internet access, either at home or at the
work site. About 82 percent currently have high-speed and the number has been consistently
growing. In addition, trade journals, business associations, government Web sites, and 24-hour
cable-TV-business channels all help locating business information, an increasingly smaller
problem for business owners.

CHART 5
GETTING USEFUL BUSINESS INFORMATION AND KEEPING UP ON
BUSINESS AND MARKETING DEVELOPMENTS, 1982 - 2008

Year

1982 1986 1991 1996 2000 2004 2008

0

10 e Keeping Up On

20 Business and Marketing
= 30 ——\ Developments
e 40

50 Getting Useful Business

60 Information

70

Source: NFIB Small Business Problems and Priorities, 2008

A similar and related problem, “Keeping Up on Business and Market Developments,” has
generally declined in significance since 1986. During seven surveys, this problem ranked 31st,
29th, 34th, 36th, 40th, 42nd and 44th in 2008. The decline in importance seems to indicate
that owners are increasingly satisfied with their present sources of business-specific informa-
tion compared to other problems.
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“Cost and Availability of Liability Insurance” trends with the liability insurance cycle.
While the problem is always close to the top in severity, its actual position is related to the
changing insurance price. Since 1982, its ranking has been 2nd, 2nd, 4th, 11th, 12th, 2nd in
2004, and 13th in 2008. The market is soft, so concern has temporarily ebbed.

D. EMPLOYEE PROBLEMS

Because labor is generally the largest cost for small business owners, the historical rankings
of these problem areas are always of interest. There are three major, employment-related
problems in the Problems and Priorities survey: “Locating Qualified Workers,” “Finding and
Keeping Skilled Employees,” and “Employee Turnover.” Only the first of these problems now
seems to vary somewhat with the business cycle. The others appear to be more structural and
generally rank as less important by owners.

“Locating Qualified Employees” ranks as follows during the seven surveys: 15th, 23rd, 20th,
11th, 4th, 11th and 12th in 2008 (Chart 6). The problem is clearly more pressing for owners at
the peak of the business cycle when labor markets are tight. The problem ranked 11th in 1996
and 4th in 2000, both expansionary periods. It was 15th and 20th during the recession years of
1982 and 1991. Finding the right employee is always important to small business owners, but
the problem rises during business expansions. The 1986 rank of 23rd is puzzling, however.

CHART 6

LABOR PROBLEM RANKINGS, 1986 - 2008
Year

1986 1991 1996 2000 2004 2008
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Source: NFIB Small Business Problems and Priorities, 2008

“Keeping Skilled Employees,” or employee retention, ranked 52nd in 1982, 36th in 1986,
and then 35th, 29th, 19th, 28th in 2004 but 17th in 2008, the highest ever. One might expect
owners to put more emphasis on keeping employees when labor markets tighten and wages
rise. The 2008 question was revised to “Finding and Keeping Skilled Employees.” The word-
ing is a bit more encompassing thereby likely augmenting responses. Still, the response fits the
overall pattern.

Both labor supply demographics and demand have changed. The availability of fewer high-
ly skilled workers has pushed up wages in a low unemployment environment and added incen-
tives to outsource jobs. However, in-demand workers, for example, plumbers, electricians,
and auto mechanics, are being given accommodation. In addition, the growing demand for
highly educated technical workers in health services, computer services, engineering services,
legal services, and management consulting among others has frequently outstripped available
supply. In that case, small business owners have additional incentives to retain workers that
are difficult, as well as expensive, to replace.



The “Employee Turnover” issue did not appear in the 1982 survey, but had the following
ranks beginning in 1986: 52nd, 56th, 47th, 43rd, 53rd and 51st in 2008. Given that the rank
of this problem has varied between 43rd and 56th over the past 22 years, it is of marginally
greater concern during expansions, but not by much. Because small business owners employ
disproportionate numbers of part-time and young employees, owners expect a certain amount
of labor turnover as normal. They are concerned about turnover of skilled and senior employ-
ees, however.
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PROBLEMS AND PRIORITIES FOR
SMALL BUSINESS CLASSIFICATIONS

Small businesses are heterogeneous. They vary by industry, size,
years in business, and location, among other ways to classify them.
Within each classification are identifiable groups, such as manufac-
turers within industry or those growing sales 10 percent a year within
average annual sales change. Frequently these separate groups face
very different sets of business problems and in different proportions.
What is important to one group of small enterprise owners may be
unimportant to another. Identifying each group’s hierarchy of prob-
lems and how they differ allows policymakers, advisors and others to
better understand their unique circumstances. Chapter 2 therefore
examines problem ranking by group within selected classifications of

small businesses and their owners.

The classifications chosen for this survey are arbitrary, but most reflect those used by
statistical agencies of the United States government. Tables 6 - 14 below present small
business problems sorted by nine classifications of small businesses and their owners. The
most familiar characteristics included are: firm size, industry, average annual sales change
over the last three years, years in business, geographic region, and legal form of business.
The remaining classifications are not traditional, but provide valuable insights into the
influences affecting small business problems. They include: the owner’s willingness to
adopt new business practices or technologies, owner nativity, years of ownership, and
primary customer. Of the nine classifications employed to distinguish among small firms
and/or their owners, two show more significant differences than the others, firm size and
industry. New businesses also encounter relatively different problems than those that are
more established.

Some classifications and their problems exhibit a natural linear progression. For ex-
ample, “Locating Qualified Workers” becomes a more difficult problem as the number of
employees in the business gets larger. However, problems faced by groups in other clas-
sifications do not follow that pattern. The most prominent deviation, and one often noted,
is the “U”-shaped pattern. For example, owners of firms that are either rapidly growing or
rapidly declining in sales react similarly and more strongly to specific problems than those
growing at a more moderate pace. They can be found within the willingness to adopt new
technologies classification. Those firms “most willing” and “least willing” to adopt new busi-
ness practices or technologies show the same pattern.

LEGAL FORM OF BUSINESS

Small firms can be organized legally in one of five ways: a sole proprietorship, partner-
ship, S-corporation, C-corporation, or a limited liability company (LLCs). Two-thirds
of the small firms in Table 6 represent either S- or C-corporations. Sole proprietors
represent about one-quarter of the sample, and LLCs and partnerships account for the
remaining 9 percent.
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Each legal form of business offers both advantages and disadvantages to small business
owners. Owners must decide which form best suits their needs. Most small businesses are
still proprietorships, though businesses employing people other than the owner(s) are now
more likely to be one of the corporate forms. C-corporations are generally larger, more
substantive firms while the smallest firms are more likely to be proprietorships or partner-
ships. S-corporations, sometimes called small business corporations, have been the most
rapidly growing legal form because they offer both the legal protection of a corporation and
taxation as an individual. LLCs, the newest type of legal classification, has risen in popular-
ity over the past several years because they combine the simplicity of a proprietorship or
partnership with the limited liability of a corporation. In contrast, the number of partner-
ships has declined.

Income taxes are one difference separating legal forms. The owners of proprietorships
pay income taxes as individuals. The same tax formula applies to partnerships and S-corpora-
tions. LLCs are technically not even recognized by the federal government for tax purposes.
Only in the case of C-corporations does the business pay taxes as a separate entity, and their
owner(s) pay taxes on the salary or dividends paid to them by the company. Fortunately,
owners of C-corporations can often eliminate the double taxation of dividends problem by ze-
roing out corporate profits and, within limits, transferring them directly to owners as “wages
and salaries.”

The five legal forms of business generally attract distinct groups of businesses that benefit
from their legal structure. Businesses attracted to each legal form usually have much in com-
mon with one another. Thus, the problems they have are likely to reflect characteristics of the
business, not their legal form. For example, sole proprietors typically attract businesses that
have few or no employees. Therefore, this group is generally less burdened by employment-
related issues than those in other legal forms of business and vice versa.

Labor-related regulations are a relatively more difficult rank for owners of C-corpora-
tions and S-corporations than for other owners. “Locating Qualified Workers” ranks 8th for
C- and S-corporations and is critical to over 20 percent of them (Table 6). The problem’s
rank across the population is 12th. “Finding and Keeping Skilled Employees” ranks 14th for
C-corporations and 15th for S-corporations. It is a critical problem for about 18 percent in
each case. And, owners of corporations, except LLCs, show even greater relative concern
over “Workers’ Compensation Costs.” Those owning C-corporations rank the problem 4th
compared to an overall rank of 10th. Owners of S-corporations rank “Workers’ Compensa-
tion Costs” 6th.

A major difference among legal forms is their taxation. Yet, almost no differences by le-
gal form appear for “Federal Taxes on Business Income,” “State Taxes on Business Income,”
“Federal Paperwork” and “Unreasonable Governmental Regulations.” “Tax Complexity” ranks
Sth overall, but 10th for C-corporations underscoring their almost universal use of paid tax
preparers and advisors.

Evidence of a credit shortage or credit crunch is missing from the rankings for most legal
forms of business. However, owners of limited liability companies (LLCs) experience relative-
ly greater problems with both short-term and long-term financing. They rank both in the high
50s, compared to the low 70s for others, and they are critical problems for about 8 percent. It
is not obvious why this group is more affected than the others. But for whatever reason, LLCs
are more burdened by financing issues than other small businesses.

“Poor Earnings,” a problem for many business owners, moved down from 12th to 14th be-
tween 2004 and 2008. But it ranks 9th for proprietors, 13th for partnerships and 17th - 22nd
for corporations and LLCs. “Poor Sales,” a related problem, ranks 35th overall, but 28th for
proprietors and 35th to 38th for S- and C-corporations. It ranks 41st for LLCs.



EMPLOYMENT S1ZE OF BUSINESS

Employee size of business is frequently the most important characteristic influencing the na-
ture and severity of small business problems. The primary factor influencing firm size ranking
differentials is economies of scale. The most common example of economies of scale, and
one that is illustrated in the survey ranking, is the cost of goods and services. The unit cost of
many goods and services declines as the quantity purchased increases. Economies of scale also
affect the ability of varying size businesses to absorb business costs, such as regulatory compli-
ance, marketing, etc. Academic studies and those sponsored for the past 30 years by the U.S.
Small Business Administration (SBA) have shown these scale economies apply to everything
from purchasing telephone service to buying paperclips to paying for advertising. More is often
cheaper per unit.

Table 7 illustrates the effects of economies of scale in the ranking of several cost-related
problems. In general, owners of the smallest size businesses find these problems more burden-
some than owners of largest, small businesses. For instance, the “Cash Flow” problem ranks
4th for owners with no employees, 6th for owners of firms with 1 - 4 employees, but 13th,
15th, 22nd and 29th for the larger-size classes. Along with the steady decline in ranking as
firm size increases, the percent of owners who find it a critical problem also declines from
23 to10 percent. The importance of the “Ability to Cost Effectively Advertise” is also associ-
ated with firm size. The problem ranks 30th among owners with no employees, 32nd among
owners with 10 - 19 employees and 46th among owners with more than 100 employees. It
is a critical problem for about 11 percent of owners overall. “Poor Sales” ranks in the 27th to
35th range for owners of the smallest businesses, < 10 employees, but ranks 44th to 53rd for
larger-size classes. The problem is critical for 10 - 15 percent of business owners.

“Telephone Costs and Service” should also decline as a percentage of cost as firm size rises
and survey results reflect that. The problem ranks in the 15th to 20th range of importance for
owners with fewer than four employees, but 35th to 44th in importance for larger-sized firms.
Another cost, the “Cost of Supplies,” is a larger burden for the smallest business owners. It is
a critical problem for about 10 percent of the smallest business owners compared to 4 percent
for the largest

As shown in Table 7, some regulatory costs may actually increase in importance with
firm size. These include “Hiring/Firing/Employment Regulations” and “Environmental Regu-
lations.” Larger, small firms are more burdened by “Hiring/Firing Employment Regulations.”
This problem ranks 49th for owners with one to four employees, but 13th for owners with
more than 50 employees. “Environmental Regulations” ranks 47th in importance for own-
ers with five to nine employees, but 33rd in importance for owners with 50 - 99 employees.
“Health Safety Regulations” also increases in importance as firm size grows. These results
appear to defy empirical studies that document economies of scale in regulatory compliance.
Instead they show the powerful influence of industry distribution, lesser regulations, exemp-
tions or simple non-applicability.

The severity of labor issues is also typically associated with firm size. “Keeping Skilled
Employees” ranks between 27th and 14th for firms with fewer than 10 employees, but ranks
10th among firms with 20 - 49 employees and 8th among firms with 50-plus employees.
“Locating Qualified Workers” is relatively constant across firm size for all but the smallest
firms. It ranks 16th for owners with 1 - 4 employees, but 4th or 5th for almost all larger-
sized firms.

The highest ranking small business problems in this survey show little variation by firm
size. These include “Cost of Health Insurance,” which has only a slightly lower mean for the
largest owners, and the “Cost and Availability of Liability Insurance” which ranks 13th among
the population. “Workers’ Compensation Costs,” “Energy Costs, Except Electricity”
“Property Taxes (Real, Personal or Inventory)” also show almost no variation by firm size. The

and
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top ranking problems generally burden all size firms equally. With the exception of “Cost of
Health Insurance,” most of the other top-10-ranking problems are critical to about 30 percent
of owners. “Federal Taxes on Business Income” ranks slightly higher for the smallest owners,
but marginally. It ranks 3rd for the smallest employers and 6th for the largest owners.

INDUSTRY

Industry is also a major business classification used to differentiate small business prob-
lems. Owners of businesses in different industries are often concerned about different
things. Further, economic conditions can magnify differences. For example, financial ser-
vices and construction are currently experiencing difficulties due to over-building and lib-
eral loan policies while professional services, particularly health services, continue to grow
rapidly. A discussion of these differences begins with a short comparison of some specific
problems across industry groups, followed by a discussion of industry-specific variances
and peculiarities.

This is the second version of Problems and Priorities that uses the United States gov-
ernment’s new industrial classification codes, the North American Industrial Classification
System (NAICS). Some industry classifications are therefore not directly comparable with
the 2000 edition and those before it. In addition, the service industries have been divided
in three parts and are not directly comparable to the NAICS codes. The three are financial
services; professional: technical, scientific, education, health and social services; and non-
professional: personal, administrative support, entertainment, recreation, accommodation
and food services.

Given the changing economic conditions from 2004 to 2008, a good place to begin is
business profitability. Small business owners in wholesale trade rank “Poor Earnings (Profits)”
their 26th most important problem while owners in retail trade rank it 8th (Table 8). Own-
ers in the remaining industries fell between with those in non-professional services giving the
problem greater significance with those in construction and manufacturing giving it lesser
significance as a problem.

Closely related to “Poor Earnings (Profits)” are “Poor Sales” and “Cash Flow.” Again,
there is a wide industry variance. The rankings of “Poor Sales” vary from the 19th most im-
portant problem in retail to the 46th most important problem in professional services. Con-
struction and manufacturing fare almost as well. Despite the performance of professional
services, the combined services have a greater problem than the production industries. The
“Cash Flow” rankings are narrower, ranging from the 6th most important problem in retail
and the professional services to the 15th most important problem in agriculture, forestry, and
fishing. Wholesale registers the same as agriculture. The position of professional services and
agriculture appear reversed. However, professional services have a serious receivables problem
which explains its cash flow problem. Agriculture, in contrast, is typically seasonal and has
large inventories. That is a formula for serious cash flow problems, or so it would seem.

“Competition From Large Business” ranks 12th in both retail trade and wholesale trade
and 36th in professional services. The difference reflects the general size of their competitors.
A related problem, “Ability to Cost-Effectively Advertise,” shows a similar pattern. It ranks
7th in finance, 9th in retail, but 45th in construction and 64th in agriculture. The problem
ranks 28th across the population.

Employee issues also yield inter-industry differences. The problems “Finding and Keep-
ing Skilled Employees” and “Training Employees” rank 17th and 41st, respectively across the
population. Industry patterns are different. “Finding and Keeping Skilled Employees” ranks
14th among owners of construction and manufacturing businesses, but 29th in retail trade.
Other sectors fall between. “Training Employees” ranks 28th as a small business problem



among owners of financial services firms, but 53rd in agriculture. The problem ranks in the
high 30s in manufacturing and wholesale trade.

“Environmental Regulations” ranks 47th across the population, but ranges from 10th in
agriculture to 69th in finance. Sectors like finance and professional services, rank the problem
lower simply because fewer of the rules apply to them. “Zoning/Land Use Regulations” ranks
54th in the population, but 35th in agriculture and 62nd in manufacturing. The trade sectors,
i.e., wholesale and retail, rank the problem in the 50s.

A. AGRICULTURE, FORESTRY AND FISHING

Owners of agriculture-related businesses often rank their business problems differently than
the overall population. Costs, competition from imports, certain taxes and regulations affect
this industry more so than others.

Regulations cause farmers and owners of agricultural-related businesses much stress. “En-
vironmental Regulations” ranks as the 10th most severe problem for this sector and 47th
overall. In addition, “Zoning/Land Use Regulations” ranks 35th for agricultural small firms
compared to 54th overall. Down the problem list, but still important, “Solid and Hazardous
Waste Disposal” ranks 46th compared to a population rank of 64th. Thus, owners of small
agricultural-related businesses find all problems on the survey focusing on environmental is-
sues to be substantially more problematic than other owners.

A distinguishing problem for agriculture-related business owners is “Death (Estate) Tax-
es.” This problem ranks 7th for them and 34th for the overall population. Much of this differ-
ence is due to large capital investments in land and equipment. The value of these assets often
exceeds the exemption limit of the tax forcing owners to find expensive alternatives to avoid
the tax or to sell parts or all of the business to pay it.

Labor-related problems reflect agriculture’s traditional need for seasonal and generally
unskilled labor. “Minimum Wage/‘Living’ Wage” is a larger problem for the industry than for
the population, 40th versus 53rd. The reason is that wages in rural areas are typically much
lower than in urban ones, disproportionately impacting people living there. In addition, the
seasonal nature of much work in the industry means that wages are lower than they would
be for year-around, full-time work. “Undocumented Workers” also raise greater concern for
obvious reasons. The problem ranks 60th for those in the industry compared to 70th overall.
Concern over an “Aging Workforce” ranks 47th for agriculture compared to 55th for the
population and is likely more indicative of rural issues than industry ones.

Finally, as with manufacturers and wholesalers, “Competition From Imports” is a major
issue as 12 percent think the problem critical. It ranks 66th overall compared to 39th for the
industry. The irony is that agriculture is one of America’s great export industries. However,
agriculture’s divide centers on different commodities and their international competitiveness.
Those producing grains and those associated with their production focus on exports; those
producing sugar or peanuts and those associated with their production focus on imports.

B. CONSTRUCTION

Legally required insurance costs dominate the problem list for most small construction firms.
“Workers’ Compensation Costs,” for example, ranks 3rd for construction business owners,
but ranks 10th for the population. The problem is critical for one-third of contractors. “Cost
and Availability of Liability Insurance” ranks 7th for those in the construction industry, com-
pared to 13th overall, and is critical for almost one-quarter of its owners. And, the cost of “Un-
employment Compensation” is critical for 14 percent in the industry and ranks 13th. Across
industry, the problem places 26th. “False Insurance Claims, Such as for Workers’ Comp and
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UC” is also bothersome and costly for owners in construction. The problem ranks 49th in the
sector, but 67th in the population.

A common complaint in the construction industry is the lack of qualified workers. But
the problem is apparently no more severe than in other industries. It ranks 11th among con-
tractors and 12th overall. But other labor-related problems are of relatively greater concern.
“Undocumented Workers (Illegal Aliens)” is one of them. The problem ranks 58th for con-
struction contractors compared to 71st overall. Sixteen (16) percent of small contractors
think the problem is critical.

Small firm construction owners do not regard “Competition From Large Business” a major
issue. Many cannot manage large building projects and recognize this. The problem ranks 43rd
for owners of construction businesses and 29th overall. However, “Winning Contracts from
Federal/State/Local Governments” is a different matter. They are relatively concerned about
it, though the nature of their problem cannot be determined from the data. Still, they rank it
61st while the population ranks it 71st.

C. MANUFACTURING

The pattern of problems for owners of small manufacturing firms remains similar to that of
the general population with two major exceptions and a few minor ones. The first major ex-
ception, analogous to the construction industry, is “Workers’ Compensation Costs.” Even as
manufacturing becomes less labor intensive and more machine-based, the industry remains a
higher risk for work-related injuries. The problem ranks 5th for manufacturers and 10th in
the overall population.

“Competition From Imported Products” is the second major exception for manufactur-
ers. They rank the problem 27th compared to the population’s 66th. Manufacturers are in-
creasingly susceptible to global competition as the world shrinks through less costly and more
accessible communication and transportation. Free trade agreements also encourage competi-
tion, many complain unfairly.

“Environmental Regulations” is also a significant problem for manufacturers, although
ranking somewhat lower than in 2008 then 2004. The problem ranks 47th among all small
businesses, but 30th in this industry. Finally, “Death (Estate) Taxes” still bother manufactur-
ers. It ranks 34th overall, 24th to manufacturers, and is a critical issue for 20 percent of them.
Because of the high asset requirement of many small manufacturers, owners who want to keep
their businesses in their families continue to worry about the issue.

D. TRANSPORTATION/WAREHOUSING

The major problems associated with this sector are energy costs, insurance costs, and traffic-
related problems. “Energy Costs, Except Electricity” is the number one problem for the trans-
portation sector in 2008, critical to 68 percent of the 98 business owner respondents from the
industry. The problem has risen in rank in each of the past three surveys from 4th in 2000,
2nd in 2004 to 1st in 2008 due to the sharp rise in fuel costs.

Insurance issues are the second major problem cluster for this sector. “Workers’ Com-
pensation Costs” ranks 3rd among owners of businesses in the industry, 10th across the popu-
lation, and is critical for 35 percent of them. High WC claims are related to high liability
insurance premiums, 4th for the sector and 13th for the population. Liability-related issues
are critical to 26 percent of owners.

“Traffic, Congestion, Parking and Highways” is a relatively low-ranking problem for all
industries with the exception of Transportation/Warehousing. The problem ranks 9th for the



industry compared to 58th among the population. Many of the more populated states are
trying to devise ways to alleviate major congestion areas by expanding high-occupancy-vehicle
only lanes, tolls, and traditional road expansion. But the cost of expanding highways and other
roads is expensive and other alternatives are becoming more attractive.

Three other industry problems deserve mention. The “Cost of Government Required
Equipment/Procedures” ranks 21st across the sector and 39th across the population. It is
likely that the increasing regulations associated with the USA Patriot Act and related state
legislation have had a costly impact on many owners of small trucking firms, delivery firms,
and similar businesses. “False Insurance Claims, Such as Workers’ Comp and UC” ranks 50th
among owners in the sector and 63rd among the population. Lastly, small business owners in
the industry have some concerns about an “Aging Workforce,” worried that government regu-
lations will increasingly control the hours and places that drivers of trucks and other multi-
purpose vehicles can serve as they age.

E. WHOLESALE TRADE

Few problems are unique to wholesalers. Most of their rankings approximate the overall popu-
lation. The largest difference between wholesalers and the population is the problem, “Com-
petition From Imported Products.” Owners in the industry rank it 29th and the population
ranks it 66th, a difference of 37 positions. Much importing is done directly by very large firms.
They combine wholesaling and retailing into one integrated operation that bypasses indepen-
dent wholesalers. Further, smaller wholesalers in particular likely find it much easier to deal
with domestic suppliers than foreign ones. They have greater difficulty accessing foreign sup-
pliers than their larger competitors. Regardless of the cause, imports are a significant problem
for owners in the wholesale trade business. Related to the import problem, “Competition
From Large Businesses” ranks 12th for small wholesalers and 29th for the population.

“Death (Estate) Taxes” rank 11th for small wholesalers compared to 34th for the popula-
tion, a difference of 23 positions. Wholesale trade businesses tend to be capital intensive. This
high ranking reflects that capital intensity and the desire to keep assets in the family.

“Delinquent Accounts/Customer Financing” is considerably more important to this in-
dustry than to the population as it ranks 30th for small wholesalers and 45th overall. Although
down the list of problems, “Bad Debts/ (Not Delinquencies) and/or Bankruptcies” ranks
43rd among wholesalers and 56th among the population. These problems stem from the
trade credit extensions that are traditional in the industry. The chief beneficiary and user is
the retail industry which is typically subject to greater turnover and lower profitability than
most sectors.

On a positive note, wholesale firms fare better than the general population on earnings as
owners rank “Poor Earnings (Profits)” 26th compared to the overall ranking of 14th.

F. RETAIL TRADE

Small retailer business problems are familiar. “Electricity Costs (Rates)” ranks 3rd for retail-
ers, 9th overall, and is critical for almost one-quarter of them. Space needs explain it. Simi-
larly, “Cash Flow” ranks 6th for retailers, 11th across the population, and is critical for 26
percent. Relatively large inventories explain it. “Poor Earnings (Profits)” ranks 8th for retailers
compared to 14th for the population. The earnings problem is critical for 23 percent of retail-
ers. Severe competition explains it. Other cost issues for retailers include “Crime Including
Identity Theft, Shoplifting, etc.” ranking 47th among retailers versus 57th over the popula-
tion. “Minimum Wage/‘Living’ Wage” ranks 38th for the population compared to 53rd for
retailers. The foregoing is a litany of small retailer problems commonly associated with the
industry. But the capstone is the poor earnings issue which when combined with frequent cash
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flow problems makes small retailing a precarious industry to enter. But these are not the sum
of small retailer struggles as the following paragraphs demonstrate.

Like owners of wholesale firms, retail owners struggle to compete with their larger coun-
terparts. “Competition From Large Businesses” ranks 12th for retailers and 29th for the popu-
lation. Large retailers enjoy the benefits of scale economies and are able to sell products
at a lower cost than most smaller businesses. Smaller firms often make up the competitive
difference in better customer service among other more tailored customer benefits. Difficul-
ties with “Ability to Cost Effectively Advertise” also proves relatively more burdensome as
it ranks 9th for retailers and 28th for the population. About one-fifth of retailers find these
issues critical.

Another form of competition is the Internet, not all of which is generated by large firms.
“Competition From Internet Businesses” ranks 36th for small retail owners and 69th in
the population, a difference of 33 positions. The Internet creates both opportunities and
obstacles for small retailers. More sophisticated small retailers can advertise and sell their
products online, expanding their customer base beyond their physical store front. But for
those with limited time and/or resources to develop an online presence, the Internet is a
formidable competitor.

G. FINANCIAL SERVICES

Owners of small financial services firms, including insurance brokerages, real estate firms
and mortgage brokers, do not like frequent changes in federal tax law and rules. Those in the
industry rank the problem 9th, critical for 14 percent, compared to 15th overall. Similarly,
they rank “Dealing With IRS/State Tax Agencies” 11th compared to 27th across the popula-
tion. Nor do owners of financial services businesses appreciate “Federal Paperwork” as their
industry is significantly regulated and requires substantial documentation. They rank the pa-
perwork problem 12th compared to 18th for the population. And, they find “Unreasonable
Government Regulations” to be particularly problematic ranking it their 3rd most serious
business problem compared to the population’s 8th rank. A consistent theme runs through
these problems. It is government rules and the paper they generate. Continual change in them
only makes matters worse.

The nature of service firms means health and safety issues should not produce the level
of concern in the financial services industry as they do in others. “Health/Safety Regulations”
ranks 62nd in the industry and 40th nationally. But, “Death (Estate) Taxes” ranks 18th in
the sector and 34th nationally. Since these firms tend to be asset light, this concern is likely
associated with providing services, such as insurance, to small business owners in asset-heavy
industries rather than experiencing the problem themselves.

Two additional problems in the finance sector include: “Competition From Internet Busi-
nesses” ranking 31st versus 69th overall, and “Credit Rating/Record Errors” ranking 42nd in
the sector and 67th overall. The proliferation of tax preparation software programs and other
financial programs online perform many services once controlled by small financial service
firms. As for credit ratings, clearly errors on the part of credit bureaus increase the time, cost
and frustration of all kinds of legal transactions.

Several other problems rank significantly higher, i.e., more serious, in the financial ser-
vices industry than across the population. The “Cost and Frequency of Lawsuits/Threatened
Suits” ranks 40th in the sector compared with 65th overall. While it is unlikely they are the
ones sued, their vantage point dealing with others lets them view the impact of suits on the
population. There is also concern about rapidly changing technology in this sector. “Using
Computers, the Internet and/or New Technology Effectively” ranks 35th verses 48th overall.
The generally higher ranking of “Keeping Up On Business and Market Developments,” 27th



verses 44th, and the higher ranking of “Controlling My Own Time” reflect a frustration with
the ability to effectively use and absorb technological developments in the industry.

H. PROFESSIONAL SERVICES: SCIENTIFIC, TECHNICAL,

EpucATiON, HEALTH, AND SOCIAL ASSISTANCE SERVICES
The professional services include legal, engineering, management, accounting, advertising, ar-
chitectural, private education, health services, and social assistance services.

Professional service firms often have “Cash Flow” difficulties. The problem ranks 6th
among professional service firm owners compared with 11th across the population. An
important reason for the cash flow problem is their frequent struggle to get paid. Evidence
is in “Delinquent Accounts/Customer Financing” which ranks 26th as the most important
problem for the industry compared to 45th in the population. Customers appear to believe
that these businesses are doing well and can sustain extended periods without payment.
This is true whether the customer is the general public, businesses, including large ones
and insurance companies, or government. Also putting pressure on their cash flow is “Fre-
quency of Tax Withholding Deposits” that ranks 46th overall, but 35th for professional
service industries.

Professional service firms also have problems typically associated with service businesses.
“Telephone Costs and Service” ranks 19th among the industry and 24th among the popula-
tion. “Federal Paperwork” ranks 10th versus 18th overall and “FICA (Social Security Taxes)”
ranks 9th versus 19th overall. “Dealing with IRS/State Tax Agencies” ranks 16th for the
sector and 27th for the population. Like owners of financial-services firms, owners of small
professional-service businesses are consumed by paperwork.

Selected regulatory problems also have a higher ranking for owners in the professional
services than the population. “Cost of Government Required Equipment/Procedures” ranks
28th and is critical to about 10 percent of professional service firm owners. The problem ranks
39th overall. This concern is likely most closely associated with the healthcare portion of the
industry. There is also a certain frustration level felt in this industry about owners’ controlling
their time as in other service industries. The problem ranks 11th in the sector compared to
23rd across the population.

Finally, there is anxiety about labor-related issues. Twenty-two (22) percent of own-
ers in this industry consider “Locating Qualified Workers” to be a critical issue. The lack of
qualified employees ranks 7th for the professional service firms compared to 12th overall.
Similarly, “Training Employees” ranks 32nd in the sector, but 41st in the population. Both
reflect relative qualification and experience needs. “Mandated Family and/or Sick Leave”
ranks 50th among owners in the sector compared to 60th among owners in the population.
This reflects the large portion of women working in the sector. Given the industry’s need for
skilled employees, the issue is not so much the provision of leave as the regulations surround-
ing a government-required benefit.

I. NON-PROFESSIONAL SERVICES: PERSONAL,
ADMINISTRATIVE SUPPORT, ENTERTAINMENT, RECREATION,
ACCOMMODATION AND FOOD SERVICES
The non-professional services industry was broadened in the current survey to include the
services listed above. The type of businesses include repair services (such as automobile and
appliance), barber shops and beauty shops, fitness trainers, dieticians, parking services, and
miscellaneous personal services. The category for present purposes also includes guard servic-
es, temporary help agencies, public golf courses, theatres, restaurants, motels, delis, etc. The
industry is dominated by labor-intensive small firms. Their problems are similar to other ser-
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vices industries with major exceptions for a few labor-related issues. In addition, several cost
issues and environmental regulations trouble these owners more than the general population.

The employee issues troubling owners in this sector include “Locating Qualified Work-
ers,” 7th among those in the sector versus 12th overall, and “Finding and Keeping Skilled
Employees,” 12th versus 17th. “Employee Turnover” is also burdensome, ranking 40th versus
S51st for the population. These concerns reflect the labor-intensive nature of service business-
es. The problems also suggest that many businesses in the sector do not fit the stereotype as
consisting of unskilled, low-wage workers. Auto mechanics, chefs, and managers are examples
of employees requiring difficult-to-locate skills.

The industry does consist, however, of businesses with disproportionately large numbers
of unskilled employees as evidenced by the relative concern over “Minimum Wage/Living’
Wage” issues. The wage issue is critical for just under 10 percent of owners in the industry,
ranking 41st for them and 53rd for the population.

Several basic costs cause owners in this sector particular concern. These costs include:
“Electricity Costs (Rates),” “Ability to Cost-Effectively Advertise,” and “Physical Facilities
Costs, such as Rent/Mortgage/Maintenance.” Escalating electricity costs rank 3rd for the group,
but 9th in the population, and is critical for almost one-quarter of owners. Establishing a cost-
effective advertising program is also critical to about 15 percent of owners in this service group.
The problem ranks 15th in this sector compared to 28th overall. These services also typically
require space in locations accessible and agreeable to customers. Hence the cost of the physical
facilities problem ranks 19th for the industry compared to 39th for the population.

Owners of small personal service firms such as automobile repair shops and garages, are
also disproportionally troubled by regulations on “Solid and Hazardous Waste Disposal.” The
problem ranks 20 positions higher than in the general population, 52nd verses 72nd.

SALES CHANGE

It is almost axiomatic that when sales grow, most other business problems decline in severity.
When sales decline, all other business problems increase in severity. There are exceptions.
When sales increase too rapidly for example, growth can generate a variety of problems,
including cash flow, finding qualified employees, awareness of new regulations, etc. In ad-
dition, the nature problems will be different. But as a general rule, sales growth makes all
things easier. Table 9 examines small business problems by average sales change over the past
three years.

“Poor Earnings (Profits)” as a problem differentiates firms with sales growth from those
that have not grown over the past three years. It ranks 3rd in small business problems, after
“Cost of Health Insurance” and “Energy Costs, Except Electricity,” for firms that experienced
a sales decline of more than 10 percent annually over the past three years. By contrast, the
“Poor Earnings (Profits)” problem ranks 43rd among owners of firms who grew at least 25 - 49
percent annually over the past three years. “Cash Flow” problems are usually related to “Poor
Earnings.” For the group with the largest sales declines, “Cash Flow” ranks 4th in importance,
while it ranks 12th to 20th for growing firms. “Projecting Future Sales Changes” also ranks
marginally higher among owners with declining sales, ranking 14th versus 22nd for growing
firms with annual sales increases of 25 - 49 percent.

The assessment of “Poor Sales” as a business problem shows the largest variation by defini-
tion. Owners with sales declines of at least 10 percent annually over the past three years rank
the problem 5th in importance, while those with annual sales increases of at least 10 percent
rank the problem in the mid-60s. A surprise is that the former group, one with rapidly declin-
ing sales, does not rank “Poor Sales” as its most important problem rather than its 5th most.
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“Federal Taxes on Business Income” ranks 3rd overall, 3rd for growing firms and 8th
for firms whose sales declined by at least 10 percent annually during the past three years.
“Frequency of Tax Withholding Deposits” ranks 42nd for firms with large sales declines, but
between 32nd and 36th for those with rapid sales growth. The latter may be one of those
problems that become more bothersome as sales rise rapidly due to the need for cash to fi-
nance growth. The problems “Tax Complexity” and “Federal Paperwork” generally increase in
importance as sales grow because the firm invests more and has a complicated balance sheet,
all factors equal. “Dealing With IRS/State Tax Agencies” also rises in importance from 34th
to 16th as sales increase. Again, more complicated balance sheets create relatively more tax-
related difficulties.

Owners with rising sales rank “Locating Qualified Workers” twice as important as do own-
ers who report slowly growing sales. The problem ranks 22nd among the least rapidly growing
group and 9th among those growing at 25 - 49 percent annually over the past three years.
Rapid sales growth usually means expansion of the labor force. More employees means more
frequent reaches into a labor pool that most agree lacks qualified employees. Moreover, these
firms are likely growing in large part because of the quality of employees they have, implying
that they will look for more of the same or better. Yet, Table 9 exhibits little relationship be-
tween sales growth and labor-retention problems. Except the group losing 10 percent or more
of their sales annually, “Finding and Keeping Skilled Employees” only varies by eight positions
for the various growth groups, from the 14th to the 22nd positions. These rankings are not
contradictory as the former problem focuses on adding employees and the latter problem on
keeping employees once you have them.

“Training Employees” can be either a vicious or virtuous circle depending on the resources
of the firm. Owners of small businesses with declining sales rank the training issue in the mid-
40s while those with the most rapid growth place the problem in the 26th to 32nd range.
What is not clear from these rankings is whether training allows firms to grow or whether
growth allows firms to train.

“Competition From Imported Products” is also associated with growth. Owners of non-
growing firms rank the problem about 15 positions higher, in the mid-50s, than the most
rapidly growing who rank it in the low-70s. However, the data do not show whether those
growing firms without an import problem have no foreign competition or whether they simply
out-compete it.

Many types of business problems decline with success and growth unless a firm is growing
extraordinarily fast. “Controlling My Own Time” is often a problem for owners of very rapidly
growing firms. The severity of the problem increases in rank from 33rd for owners of firms
with the largest sales declines to 19th for owners of firms with sales growing more than 50 per-
cent annually. “Health/Safety Regulations” occupy a greater share of the owner’s/manager’s
time when the firm is growing very rapidly. The rank of the problem increases from 43rd to
30th as the firm expands rapidly. The same comment generally applies to “Finding Out About
Regulatory Requirements,” a rank of 44th for least growth to 27th for most growth. This is in
part a spurious correlation as owners of growing businesses are often found in more regulated
industries, such as healthcare. Further, many of the smallest firms which often become stag-
nant a few years after entry, are exempt from certain regulations.

PRIMARY CUSTOMER

The survey asked respondents to identify their primary market and presented them five op-
tions from which to select. They were: one or two firms, one or two industries, business
in general, the public, and government/non-profits. The purpose was to determine whether
there were specific patterns of problems associated with any generic category of customer.
The results appear in Table 10.
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86 | Small Business Problems & Priorities

About half the respondents claim they sell primarily to the general public, one-quarter sell
primarily to businesses in general, 9 percent each sell primarily to one or two industries and
one or two businesses, and 4 percent sell primarily to the government or non-profits.

Owners who sell to one or two firms, or to one or two industries, are more concerned
about dependence and being a captive than others. Illustrative is the problem “Sales Too De-
pendent on Health of One Business or Industry.” The problem ranks 14th to 20th for owners
in these two groups compared to 43rd in the overall population. These owners are also mod-
estly more troubled by “Protecting Intellectual Property.” There are two possible reasons for
this elevated fear. The first is that small business innovators are more often found in industries
that have specialized products for specialized markets. Or, the close association among a lim-
ited number of firms presents greater opportunity for infringement on intellectual property
rights. The data offer no hint as to which is more likely.

Many owners who sell primarily to one or two businesses or industries worry about “Death
(Estate) Taxes.” The problem ranks 22nd for this group versus 34th for the population and
is a critical to almost one-quarter of owners. The ranking suggests these businesses are more
asset heavy and larger than those who focus primarily on other markets. That also explains the
position of “Workers” Compensation Costs” and “Environmental Regulations.”

“Workers’ Compensation Costs” ranks 4th for owners of businesses with customers in one
or two firms or industries compared to 10th in the general population. The WC problem is
critical to 27 percent of owners. As with owners who sell to one or two firms, or one or two
industries, “Environmental Regulations” bothers the first two groups of owners in Table 10
much more than average. The problem ranks about 15 positions higher than the 47th ranking
across the population.

Those who sell primarily to the business public or to business in general appear to do bet-
ter than those who sell primarily to the public in general. For example, they rank “Poor Sales”
42nd compared to 29th overall. But, the category has few problems that distinguish it. The
largest gap it generates with others is “Employee Turnover.” The problem ranks 64th for own-
ers of businesses selling primarily to other businesses compared to 45th overall. Similarly, the
former rank “Minimum Wage/‘Living’ Wage” 65th compared to the latter’s 47th. These data
suggest a satisfied labor force.

Three other problems fit the group under discussion. “Delinquent Account/Customer
Financing” is a more severe problem for those selling primarily to businesses in general
just as it was for wholesalers, 32nd versus 39th. There is obvious overlap between the two
groups. “Ability to Cost-Effectively Advertise” is also a lesser problem for those selling to
businesses in general, 45th versus 22nd. Owners with business customers in general there-
fore either do little advertising or are able to target it much better than those dealing with
the general public.

For the majority of firms that sell directly to the public, there are few differences from
the overall pattern of concerns produced in Table 1. Part of the reason is mathematics. Since
over half come from the group, it has a very large influence on the total. Still, the “Ability
to Cost-Effectively Advertise” ranks 15th compared to 28th for the population. Advertising
is important to this group because it is one of the few ways it can hope to reach its market.
The owners of businesses that sell primarily to the public are also somewhat more troubled
by “Minimum Wage/‘Living’ Wage” issues. They rank the problem 46th compared to 53rd in
the population. While the issue of crime is a few positions higher for this group, most other
problems are comparable in rank with the overall population.

A small minority of firms sell principally to government agencies or non-profit organiza-
tions, such as public schools. “Winning Contracts from Federal/State/Local Governments”



is the 19th highest ranking problem for this group compared to a population ranking of 71st.
This result suggests that a firm either does lots of government contracting or none at all. The
“Cost of Government Required Equipment” ranks 31st by these owners compared with 39th
in the population. The result suggests added costs to do business with government. The same
comment is applicable to “Finding and Keeping Skilled Employees” which ranks 10th for this
group, but 17th in the population. Because of the short-term nature of most contract work,
the problem is critical to almost one-quarter of owners who primarily do government work.
The need for skilled employees fluctuates with the availability of contract funds. Thus, “Lo-
cating Qualified Workers” ranks 4th for this group and is a critical problem for 31 percent of
its owners.

“Unemployment Compensation” and “Finding Out About Regulations” also ranks some-
what higher than average for government contractors. The former reflects the transitory na-
ture of many government contracts. The latter reflects the need to understand the myriad of
applicable regulations in bidding on and doing government work.

READINESS TO ADOPT NEW BUSINESS
PRACTICES OR TECHNOLOGIES

Business owners operate in a world of constant change. The ability to adapt to that change is
often, but not always, correlated with success. In addition, the speed of that adaptation can
be crucial, depending upon many factors: personal attitude toward change, the availability of
funds, the rate of technical change in the industry, the amount of time spent by the owner,
and the past financial success of the business.

About 10 percent of all small firms innovate on a regular basis and about 42 percent intro-
duced a new product or service within the past year (NFIB, National Small Business Poll, In-
novation). However, many owners do not want to change unless they absolutely must. Others
want to be among the first to adopt new technologies because they believe it provides them
a competitive advantage. But innovation does not just come from owners. Most recognize
potential employee contributions and encourage their employees to make suggestions. Small
business owners may even have a reward or incentive program for ideas that are implemented
and/or save money.

The typology used in Table 11 indicates that success and adoption of new technologies
are not always related. The speed of adoption is measured using Rogers and Shoemaker’s The
Communication of Innovation. The study asks business owners, “How would you describe
yourself?” The answers are: 1) “I attempt to be the first to try new things;” 2) “When a new
idea shows promise, I jump on before most others do;” 3) “When the ‘big names’ use it, [ am
ready to try;” 4) “I use what is widely accepted and understood;” and 5) “If the current stuff
works, I am not going to mess with it.”

The survey presented several potential business problems that are related to the accep-
tance of technology. They include: “Using Computer(s), the Internet or New Technology
Effectively,” “Keeping Up on Business and Market Developments,” “Access to High-Speed
Internet,” “Cost of Outside Business Services, e.g., Accountants, Lawyers, Consultants,” “Lo-
cating Business Help When Needed, e.g., Accountants, Lawyers, Consultants” and “Competi-
tion From Internet Businesses.” Yet, no clear problem patterns emerge across the five levels
of technology adopters for most of these problems. Owners in each category of technological
adoption evaluate each in a similar manner. The exception is “Locating Business Help When
Needed, e.g., Accountants, Lawyers, Consultants” which ranks 21st, 24th, 25th, 27th, and
32nd from the most adaptive to the least.

However, “Getting Information on Government Programs” declines in importance as the
pattern of technology adoption slows. It ranks 39th for the earliest adopters, but levels at
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the 50th position for everyone else. The problem is also critical for about 17 percent of first
adopters. Owners of these firms are likely to be seeking even more technology and/or finan-
cial support, including tax breaks, to help finance it. Early adopters are also likely to innovate
themselves and look to participate in government technology programs or grants or to sell their
innovations to government.

Several problems whose rankings across technology adoption classes resemble an inverted
“U” shape. In this case, the rank of a problem falls, increases arithmetically, as the speed of
technology adoption falls. Earlier adopters therefore have more with those most reticent to
change with respect to these problems than they do with those in the middle. Examples in-
clude, “Crime, Including Identity Theft, Shoplifting, etc.” which owners from the most adap-
tive to the least rank 49th, 56th, 60th, 58th, and 51st. Similarly, “Applications for Licenses,
Permits” ranks 28th, 41st, 45th, 37th, and 34th. And, “State/Local Paperwork” ranks 18th,
20th, 31st, 21st, and 18th. However, the common interest between the most adaptive and
the least adaptive is not clear.

YEARS OF OWNERSHIP

Owner problems also vary by years of ownership. Once a business passes from a new busi-
ness to a more established one, additional years of ownership mean comparatively little in
terms of business problems. The differentials in problem ranking occur primarily between
owners of new businesses and those who own more mature businesses (see Table 12). For
example, when a new owner first begins operations the “Cash Flow” and “Poor Sales” prob-
lems are more common. As the firm ages, these problems generally decline in importance
and other more complex problems, often related to regulations or taxes, become relatively
more important.

“Cash Flow” is the fourth highest ranking business problem for those who have owned
their firms less than four years. The problem becomes less important as firms age. It ranks
14th for those who have owned their firm for more than 20 years. Similarly, “Poor Sales”
declines in importance from 30th for new business owners to 39th for those with the oldest
firms. “Ability to Cost-Effectively Advertise” declines rapidly in importance as the firm ages,
from the 6th highest ranking for new firms to the 35th ranking for owners of firms more than
20 years old. The former is seeking to establish a market and the latter likely has one.

“Obtaining Short-Term (Less Than 12 Months or Revolving) Business Loans” also drops
from the 47th position for firms less than four years old to 72nd for firms more than 20 years
old. The same general pattern holds for longer-term financing. While small business loans are
increasingly credit scored using business as well as personal experience, young firms are likely
to carry more debt and have fewer assets. In addition, they carry the liability of newness. Sur-
vival is substantially more precarious early in a business’s life than after it is established.

An entire list of problems related to obtaining information, including information from
government, seems to bother new business owners compared to the more experienced. The
issue may be where to obtain information or frustration with the time it takes both to obtain
and understand government requirements. For example, “Getting Useful Business Informa-
tion” drops from the 43rd position for new business owners to 64th for those firms at least
20 years old; the population ranks it 61st. “Getting Information on Government Business As-
sistance Programs” drops from 31st for new business owners to 62nd for the oldest category
of owners. Clearly there is a learning curve for many of these problems as well as perhaps a
belief that more government assistance is available for new business owners than is actually
the case.

The severity of many problems related to regulations is inversely related to the age of a
firm. While part of this relationship may be a function of size and/or industry, the inverse
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relationship with age is clear. Part of that is likely to be the increased awareness accompany-
ing experience. For example, “Unreasonable Government Regulations” ranks 17th for own-
ers of firms less than four years old and is critical for 20 percent. But, the problem is 5th for
owners of firms more than 20 years old. However, it too is critical for about 20 percent. The
population rank is 6th. “Health/Safety Regulations” ranks 52nd for owners of firms less than
four years old, but 32nd for those more than 20 years old. “Environmental Regulations” ranks
60th for the former and 30th for the latter; the population rank is 47th. And, “Hiring/Firing
Employment Regulations” ranks 50th for owners of firms less than four years old, and 39th
for owners of firms 11 - 20 years old. The same pattern holds for “Solid and Hazardous Waste
Disposal,” 74th to 56th as the business ages.

Finally, many owner problems that one thinks should be related to age are not. For
example, “Tax Complexity” varies between 6th and 9th position, depending upon firm
age. The use of tax professionals by all business owners likely mitigates any potentially
age-related problem. “Projecting Future Sales Changes” should be a problem influenced
by experience and it is, particularly between owners of the youngest who rank it 16th and
owners of those in the 4 — 5 years category who rank it 28th. But owners of firms older
than five years are more likely to evaluate it as a low to mid-20s problem. “Locating Busi-
ness Help When Needed,” another potential problem presumably tied to age and experi-
ence shows no relationship. And, “Handling Business Growth” exhibits more of a two
step rather than a linear pattern, a more serious problem for those under 20 years and less
for those over. However, there is some relationship with owners of younger firms finding
growth a greater problem.

NATIVITY OF THE OWNER

Table 13, new in the 2004 edition of Problems and Priorities, shows the ranking of problems
by business owner nativity status in 2008. It is particularly timely given the country’s divisive
debate over immigration policy. The three columns in Table 13 refer to problems ranked by
“Native” born American owner (first column), “First Generation” owners (second column),
and “Immigrant” owned businesses (last column). The most interesting information is con-
tained in the second column, but immigrant owners and native born owners also have some
specific concerns.

Few differences stand out among these groups of owners. The problems that are either
more bothersome to native or immigrant owners are generally somewhat less bothersome to
first generation owners and vice versa. What accounts for these differing sensitivities however
is not entirely clear. But the message these data shout is that the differences for all intents and
purposes are minor.

The most important exception is “Locating Qualified Workers” which ranks 3rd among
immigrant owners and is critical for one-third of them. Yet, the problem ranks 12th across
the population. Similarly, “Finding and Keeping Skilled Employees” ranks 7th for this group
and is critical for one-quarter of owners. It ranks 17th across the population. One potential
explanation is that immigrant business owners have higher expectations for employees than
do those who have been in the United States for their life-times. Another potential cause is
that their businesses are ethnic and hire immigrant labor, much of which has not had the level
of formal education typically found in the United States. The difference could also represent
communication difficulties, yet other employee problems such as “Employee Turnover” do
not yield such differences.

Immigrant entrepreneurs are also much less interested in the “Estate (Death) Tax,”
60th compared to 33rd. Since immigrants are in the process of establishing their business
rather than having an already established business, their relative lack of concern over the tax
is natural.
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GEOGRAPHIC REGION

The range of small business problems across geographic regions has diminished over time.
Problems are now similar in the regions. The movements of people and resources have worked
to eliminate many of the former differences. Still, differences remain driven by differences in
the economic base as well as prevailing social and economic values of the region (Table 14).

The following capsules provide highlights for each region.

A. NORTHEAST

The Northeast (CT, MA, ME, NH, NJ, NY, PA, RI and VT) faces serious business cost prob-
lems. “Energy Costs, Except Electricity” is a good example with 47 percent thinking it a critical
problem. “Electricity Costs (Rates),” a related example, sports the nations’ highest rank at 3rd
and is critical for 20 percent of small business owners in the Northeast. Responding to the ener-
gy cost problem, owners in the region are also relatively concerned with “Reducing Energy Use
in a Cost-Effective Manner.” They rank it 24th compared to 31st in the overall population.

The region suffers from other high basic operating costs as well. “Workers’ Compensa-
tion Costs” has the highest national rank, 4th, and is critical for almost a third of owners.
“Unemployment Costs” has the highest national rank at 17th compared to 26th across the
population. Owners in this region are also more likely to complain about “Zoning/Land Use
Regulations” than those in other regions, but even with an aging infrastructure owners in the
region are no more likely to identify “Traffic, Congestion, Parking, Highways” as a business
problem than those outside the region.

B. SOUTHEAST

Small business owners in the Southeast (DC, DE, MD, VA, FL, GA, NC, SC and WV) have
few problems that distinguish them from owners elsewhere in the country. Only three appear.
The first is the “Ability to Cost Effectively Advertise.” The problem ranks 16th for owners
in the region and 28th overall. The reason for the higher level of concern in the Southeast is
not obvious. The “Cost and Availability of Liability Insurance” is the second differentiating
problem. It ranks 6th compared to 13th nationally and is critical to more than one-quarter of
owners. Liability costs are primarily a function of state law and the frequency of suits, also a
partial function of state law. While the region as a whole has never been considered as favor-
able to suits as many others, the small business ranking represents a cost not reflective of the
relative condition. Again, the fundamental cost is not obvious, but the insurance industry and
liability law are the appropriate places to begin.

“Traffic, Congestion, Parking, Highways” also ranks comparatively high in this region,
43rd, 15 positions higher than its 58th place among the population. The traffic in south Flor-
ida, the Washington, DC, area and Atlanta drives the problem.

c. SoutH

The eight states that make up the South region (AL, AR, KY, LA, MS, OK, TN and TX) have
most problems in common with the Southeast. However, “Locating Qualified Workers” 7th
in the region and 12th nationally is one of the region’s more difficult problems. More than
one-quarter consider it a critical problem. They also complain relatively more about “Locat-
ing Business Help When Needed.” This suggests a relatively low level of business support
infrastructure, another human resource issue. Relative difficulties in “Delinquent Accounts/
Customer Financing,” ranking 37th in the region versus 45th nationally, and “Bad Debts (Not
Delinquencies) and/or Bankruptcies,” 48th in the region versus 56th nationally indicates a
weaker small business population economically, or at least one suffering disproportionately
from the current downturn.



D. MID-WEST

Owners in the Mid-west region (IL, IN, MI, OH and WI) appear more concerned with the
absolute basics than small business owners in other regions. Owners in the Mid-west give a
higher ranking to “Cash Flow” than owners in any other region, 3rd compared to 11th nation-
ally. Similarly, “Poor Earnings (Profits)” ranks 8th in the Mid-west compared to 14th nation-
ally. Owners see both problems critical in 21 - 23 percent of cases. They are also relatively
concerned with “Reducing Energy Use in a Cost-Effective Manner,” ranking it 24th compared
to 31st for the population.

E. CENTRAL

The distribution of problems in the central region (IA, KS, MN, MO, NE, ND and SD) closely
resembles that of the nation. Owners in the region give “Property Taxes (Real, Inventory, or
Personal Property)” the highest rating in the nation and it is critical to 21 percent of owners.
The general lack of industry and the subsequent reliance on property taxes drives the concern.

F. MOUNTAIN

Employee and employee-related problems are of particular concern to small business owners
in the Mountain region (AZ, CO, ID, NM, MT, NV, UT and WY). They rank the “Cost of
Health Insurance” and “Workers’” Compensation Costs” as acute concerns, more so than in
other regions. In addition, they assess “Locating Qualified Workers” as a more severe problem
than do owners elsewhere in the country. Owners in the Mountain region rank the problem
4th compared to 12th nationally. Almost one-quarter of owners think it is a critical problem.
“Finding and Keeping Skilled Employees” is critical to 22 percent of employers in the re-
gion and ranks 11th compared to 17th nationally. Finally, “Undocumented Workers (Illegal
Aliens)” ranks 60th, 10 positions higher than nationally.

“Locating Business Help When Needed, e.g., Accountants, Lawyers, Consultants” is tied
with the South for the nation’s highest ranking at 27th compared with 36th nationwide. Rapid
population growth in the region, particularly in areas like Colorado and Arizona, often means
playing catch-up. The region’s distinguishing problems seem related to this phenomenon.

G. Pacrric

Owners in the states of the Pacific region (AK, CA, HI, OR and WA) are more concerned about
regulations than are those in other parts of the country. They evaluate “Health/Safety Regu-
lations,” “Environmental Regulations,” “Zoning/Land Use Regulations,” “Finding Out About
Regulatory Requirements,” “Hiring/Firing Employment Regulations,” and “Cost of Govern-
ment Required Equipment/Procedures” as more difficult problems than owners elsewhere.

They are also more likely to encounter more problems with employees than most other
regions. For example, “Locating Qualified Workers” ranked 7th in the region compared to
12th nationally; only owners in the Mountain region report tighter labor markets. Owners in
the region rank “Undocumented Workers/Illegal Aliens” 60th, the same as in the Mountain
region, but 10 positions higher than nationally. Owners in this region also give the highest
ranking to “Minimum Wage/‘Living’ Wage” issues. States in the region have a minimum wage
higher than the federal minimum, often substantially higher.

Los Angeles is noted for its traffic. However, the problem is more wide-spread. “Traf-
fic, Congestion, Parking, Highways” ranks 42nd, similar to the Southeast’s, and at the top
nationally.
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CONCLUDING OBSERVATIONS

The rankings in this report can lead readers to the conclusion that
only the most highly ranked problems matter. That may be true for
the group, but it certainly is not for the individual small business
owner. A critical problem for the individual is critical regardless of
the problem’s overall rank across the population. For example, ob-
taining business loans is not an issue for the group. But if you need
a business loan and cannot get one, it is a critical problem for you.
The same would be true of imported goods. It is not an important, or
even relevant, issue for the group, but it certainly is for a number of
individuals. Someone termed every one of the 75 potential problems
listed on the survey, “critical.” If an additional 75 problems had been
listed, each of those would almost assuredly have also encountered
owners who thought it critical, too. Perhaps the most important as-
pect of this report then is that it helps policymakers and others iden-
tify which is which; which problems are widely shared and which
problems are parochial. While one can sympathize with the parochial
and work to alleviate those concerns, the need is to focus on the
widely shared. The rankings therefore provide data and rationale to
establish a small business problem priority list headed by the most
widely shared.

Policymakers characteristically focus only on the problems they and their immediate col-
leagues create for small business owners. The Congress looks at the federal taxes it levies; the
state legislature looks at the state taxes it levies; the city council looks at the municipal taxes
it levies. No one, except the business owner who must pay the taxes, looks at the accumula-
tion of levies. Owners see the problem as a whole and do not distinguish among the problem’s
sources. The high ranking of federal, state and locally generated taxes underscore the point.
But, taxes are only the most obvious example. The point holds across most policy topics. The
inherent dual perspectives cause considerable misunderstanding between policymakers and

small business owners. It is not clear how the problem can be resolved, but policymakers must
at least understand it exists.

This report discusses costs on numerous occasions. It identifies the cost cluster as the
most pressing problem cluster and notes cost increases are broadly affecting their businesses.
The term for general rising prices is inflation. Inflation has not been a matter of concern for
25 years. But those small business owners who experienced it in the 1970s and early 1980s
recognize how insidious the problem can be. They cannot want to return to those conditions
and those too young to remember them should not want to do so. To this point, it does not
appear that prices are out of control. But small business owners and others are shooting hy-
perbolic flares to alert those in authority of a potentially serious problem. The question is, is
anyone listening?
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It appears that the Internet has had a notable impact over time on the ability of small
business owners to discover and access business-related information. The business world is
new and better in many ways because of it. But the Internet has created an associated problem
that small business owners must traverse, information overload. Filtering the useful from the
non-useful on a large scale and in minimal time is a new skill that is likely to become highly
important to small business owners as time passes. Those who learn the skill will thrive and
those who do not will likely have a less bright future. But if nothing else, the problem points
to the need of small business owners to constantly reinvent themselves and their skill set in
order to face new competitive challenges.

Finally, the problem that no policymaker wants to address is the longer-term fiscal prob-
lem the federal government, in particular, faces. While huge federal deficits are not directly a
small business problem, the taxes required to fund government are, as are the programs those
taxes pay for. Small business therefore has a huge stake in fiscal policy. But to return current
fiscal trends to a rational course will require difficult political decisions that policymakers
seem abhorrent to discuss, let alone to make. Thus, future issues of Problems and Priorities,
or a variant, will likely need to focus on policy choices and off-sets. It is in small business’s
interest to do so even when the choices are unattractive. Small business owners must help
force the difficult issues important to them because policymakers will not face them until the
public demands they do.



METHODOLOGICAL APPENDIX

The survey on which Problems and Priorities is based was conducted
from mid-January to March of 2008 across a randomly drawn sam-
ple of 20,000 members of the National Federation of Independent
Business (NFIB). Sampled small business owner members received a
four-page mail questionnaire and up to two follow-ups. They provid-
ed 3,530 useable responses by the March cut-off date for a response
rate of 18 percent.

Appendix Table 1 provides a comparison between NFIB members and the overall small
business population by employee size of business and industry, the two most important vari-
ables distinguishing respondents in the survey. Note that NFIB member respondents have
marginally larger businesses than the population. But the distributions are reasonably similar
and reflect the large skew toward the smallest firms. Also, NFIB member respondents contain
8.9 percent non-employers. The population sample contains non-employers for the week in
which the data were collected. However, those non-employers did have employees at some
time during the preceding year, information not available for NFIB non-employers. Totals will
therefore marginally reduce concern over employee-related problems and somewhat overstate
concerns with certain regulatory issues. Yet, the fit is still quite good.

The industry comparison between NFIB member respondents and the population is not
as satisfactory, in part due to the detail of the NAICS codes. The major discrepancy is that
respondents more frequently have businesses in traditional industries, such as manufacturing
and construction, and less frequently in rapidly growing newer services industries. Agriculture
represents the most pronounced difference because official statistics do not include farmers
and ranchers in the population and NFIB does. The result of these differences is that the con-
cerns of the services will be muted in totals, though far from unrepresented, while those from
production will be louder than its population’s share. Still, significant numbers of respondents
reported from every major industrial sector and industry differences are revealed in the in-
dustry break-out.

The sampling frame could lead to modest biases, but they are likely to be minimal. Cer-
tainly they will not alter the relative position of any problem by more than a rank or two.
Problems that are of great concern would remain problems of great concern (even with a
weighted result) while problems in the middle would remain in the middle and those at the
bottom would remain at the bottom.

Despite being only four pages, the questionnaire could easily become tedious for the
respondent. To avoid possible bias brought about by respondent fatigue, half of the sample
received version A of the questionnaire and half received version B. The two versions are iden-
tical except that version B is inverted. The first question on version A is the last question on
version B, and so on. The purpose is to ensure that should fatigue set in, it would not affect
one half of the questionnaire’s responses any more than the other. The data collected from
version B was inverted prior to tabulation to produce a unified data set.

NFIB member respondents evaluated each of the 75 potential problems presented to
them on a scale of “1” to “7.” The former represents a “Critical Problem.” The latter repre-
sents “Not a Problem.” The numbers between represent varying degrees of problem difficulty
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within the 1 - 7 extremes. An average for each problem was calculated and it served as the ba-
sis for ranking or rank-ordering problems. There are two associated issues. Non-response could
be treated as non-interest, effectively relegating it to the lowest rating (“7"), or it could be
treated as indecision or oversight, effectively giving the problem average score. The latter was
selected because non-response seemed to generate no pattern across problems. The second
issue is the rank of those problems with the identical average score. Ties led to the arbitrary
decision to give precedence to those with a higher standard deviation.



APPENDIX TABLE |
SMALL BUSINESS POPULATION AND SURVEY SAMPLE

Employee Size

Small Bus. Population'

Survey Sample*

0 - 4 Employees 61.4%' 40.8%
5 - 9 Employees 17.5 21.1
10 - 19 Employees 10.5 17.2
20 - 49 Employees 6.6 1.6
50 - 99 Employees 2.1 3.7
100 or More Employees 1.5 25
Unclassified; DK — 3.0

Industry Small Bus. Population' Survey Sample

Agriculture, Forestry, Fishing 0.0%3* 8.3%°
Construction 13.0 19.1
Manufacturing 4.7 9.1
Wholesale 5.6 35
Retail 12.3 18.3
Transportation, Warehousing 2.8 2.8
Information 1.2 0.6
Finance, Insurance 43 32
Real Estate, Leasing 5.0 1.7
Professional, Technical, Scientific

Services 12.6 4.8
Administrative Support Services 53 0.8
Educational Services 1.2 0.3
Health and Social Services 10.0 2.7
Art, Entertainment, Leisure 1.9 0.7
Accommodations, Food Services 7.7 2.8
Other Services (Personal Services) 1.3 55
Not Elsewhere Classified; DK 0.0* 15.9

though not necessarily the week of survey.
Estimate

Less than 0.05 percent

Percents may not add to totals due to rounding.
Source of figures: www.census.gov/csd/susb/index.html

Not directly comparable; the population includes only firms that employed people at some point in the year,

The population includes no farmers or ranchers; the survey sample does not distinguish between farmers,
ranchers (production agriculture) and other agricultural activities.
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AND PRIORITIES
1. Whatis your form of business?
[1] Proprietorship [2] Partnership [3] Corporation [4] Sub-Chapter S Corp. [5] Limited Liability Co.
2. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the
appropriate number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Not a
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a)  Access to High-Speed Internet 1 2 3 4 5 6 7
b) Locating Qualified Employees 1 2 3 4 5 6 7
c) Crime, including Identity Theft, Shoplifting, etc. 1 2 3 4 5 6 7
d) Cost and Availability of Liability
Insurance 1 2 3 4 5 6 7
e) Controlling My Own Time 1 2 3 4 5 6 7
f)  Mandatory Family or Sick Leave 1 2 3 4 5 6 7
g) Reducing Energy Use in a Cost-Effective Manner 1 2 3 4 5 6 7
h) Bad Debts (Not Delinquencies)
and/or Bankruptcies 1 2 3 4 5 6 7
i)  Hiring/Firing/Employment Regulations 1 2 3 4 5 6 7
j)  Using Computer(s), the Internet
or New Technology Effectively 1 2 3 4 5 6 7
k)  FICA (Social Security Taxes) 1 2 3 4 5 6 7
3. How many employees do you have (not including yourself or unpaid family)?
[1] None [2] 14 3] 59 [4] 10-19 [5] 20-49 [6] 50-99 [7] 100 or More
4. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the
appropriate number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Nota
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a) Poor Sales 1 2 3 4 5 6 7
b) Keeping Up on Business and Market
Developments 1 2 3 4 5 6 7
c) Federal Taxes on Business Income 1 2 3 4 5 6 7
d) Exporting My Products/Services 1 2 3 4 5 6 7
e) Environmental Regulations 1 2 3 4 5 6 7
f) Aging Workforce 1 2 3 4 5 6 7
g) Physical Facilities Costs, such as Rent/Mortgage/Maintenance 1 2 3 4 5 6 7
h)  Cost of Government Required
Equipment/Procedures 1 2 3 4 5 6 7
i) Interest Rates 1 2 3 4 5] 6 7
j)  Pricing My Goods/Services 1 2 3 4 5 6 7
k) Employee Turnover 1 2 3 4 5 6 7
5. Estimate the average annual (fiscal or calendar) changes in your sales volume over the last three years:
[1] Decrease — 10% or more [4] Increase — 10%-24% [7] Too New to Estimate
[2] Decrease — Less than 10% [5] Increase —25%-49%
[3] Increase — Less than 10% [6] Increase —50% or More
6. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the
appropriate number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Not a
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a) Traffic, Congestion, Parking, Highways 1 2 3 4 5 6 7
b)  Getting Useful Business Information 1 2 3 4 5 6 7
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Critical Nota
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
c) Obtaining Long-Term (5 years or more)
Business Loans 1 2 S 4 5 6 7
d) Competition from Large Businesses 1 2 3 4 5 6 7
e) Zoning/Land Use Regulations 1 2 3 4 5 6 7
f)  Telephone Costs and Service 1 2 3 4 5 6 7
g) Dealing with IRS/State Tax Agencies 1 2 3 4 5 6 7
h)  Ability to Cost-Effectively Advertise 1 2 3 4 5 6 7
i)  Competition from Internet Businesses 1 2 3 4 5 6 7
j)  Federal Paperwork 1 2 3 4 5 6 7
7. Which best describes your most important customer? (Mark one only.)
[1] One or Two Firms [3] Business in General [5] Governments, including public
[2] One or Two Industries, e.g., firms [4] The Public schools, hospitals, etc.
in steel or lumber, etc.
8. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the
appropriate number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Nota
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a) State Taxes on Business Income 1 2 3 4 5 6 7
b) Competition from Imported Products 1 2 3 4 5 6 7
c¢) Rules on Retirement Plans 1 2 3 4 5 6 7
d) Highly Variable Earnings (Profits) 1 2 3 4 5 6 7
e) Finding and Keeping Skilled Employees 1 2 3 4 5 6 7
f)  False Insurance Claims, such as for Workers’ Comp and UC 1 2 3 4 5 6 7
g) Cost of Natural Gas, Propane, Gasoline, Diesel, Fuel Oil 1 2 3 4 5 6 7
h) Handling Business Growth 1 2 3 4 5 6 7
i)  Winning Contracts from Federal/State/Local Governments 1 2 3 4 5 6 7
j)  Finding Out about Regulatory
Requirements 1 2 3 4 5 6 7
k)  Electricity Costs (Rates) 1 2 3 4 5 6 7
9. Were you or your parents born outside the United States?
[1] Both parents and I were born in the U.S.
[2] Both parents were born outside the U.S.; I was born in the U.S.
[3] One parent was born outside the U.S.; I was born in the U.S.
[4] I was born outside the U.S.
10. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the appropriate
number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Nota
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a) Cash Flow 1 2 3 4 5 6 7
b) Cost of Health Insurance 1 2 3 4 5 6 7
c) Obtaining Short-Term (less than 12
months or revolving) Business Loans 1 2 3 4 5 6 7
d) Increased National Security Requirements 1 2 3 4 5 6 7
e) Training Employees 1 2 3 4 5 6 7
f)  Getting Information on Government
Business Assistance Programs 1 2 3 4 5 6 7
g) State/Local Paperwork 1 2 3 4 5 6 7
h)  Anti-Competitive Practices,
e.g., Price Fixing 1 2 3 4 5 6 7
i)  Delinquent Accounts/Customer Financing 1 2 B 4 5 6 7
j)  Cost of Supplies/Inventories 1 2 3 4 5 6 7

IMPORTANCE OF THE PROBLEM

29
30
31
32
33
34
35
36

37

38
39
40
41
42
43

45
46

47
48

49

50
51

53
54

55
56

57
58
59

»
E

Small Business Problems & Priorities

123

-



»
E

,*I
%

\

Small Business Problems & Priorities

124

-

11. When it comes to new business practices or new technologies, how would you describe yourself?
[1] T attempt to be the first to try new things.
[2] When a new idea shows promise, I jump on before most others do.
[3] When the “big names” use it, I am ready to try.
[4] T use what is widely accepted and understood.
[5] If the current stuff works, I am not going to mess with it.
12. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the
appropriate number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Nota
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a) Unemployment Compensation 1 2 3 4 5 6 7
b) Unreasonable Government Regulations 1 2 3 4 5 6 7
¢) Projecting Future Sales Changes 1 2 ] 4 5 6 7
d) Tax Complexity 1 2 3 4 5 6 7
e) Locating Business Help When Needed 1 2 3 4 5 6 7
f)  Poor Earnings (Profits) 1 2 8 4 5 6 7
g) Applications for Licenses, Permits, etc. 1 2 3 4 5 6 7
h) Property Taxes (real, inventory or personal property) 1 2 3 4 5 6 7
i)  Undocumented Workers (Illegal Aliens) 1 2 B 4 5 6 7
j)  Cost of Outside Business Services,
e.g., Accountants, Lawyers, Consultants 1 2 3 4 5 6 7
k) Frequency of Tax Withholding Deposits 1 2 3 4 5 6 7
13. How many years have you owned/operated this business?
[1] 3 Years or Fewer [3] 6-7 Years [5] 11-15 Years [7] 21 Years or More
[2] 4-5 Years [4] 8-10 Years [6] 16-20 Years
14. How important is each of the following business problems for you? (Indicate the importance of each problem by circling the
appropriate number on a scale of 1 “Critical Problem” to 7 “Not a Problem.”)
IMPORTANCE OF THE PROBLEM
Critical Not a
Problem Problem
PROBLEM AREA 1 2 3 4 5 6 7
a) Credit Rating/Record Errors 1 2 3 4 5 6 7
b) Costs and Frequency of Law Suits/Threatened Suits 1 2 3 4 5 6 7
¢) Solid and Hazardous Waste Disposal 1 2 B 4 5 6 7
d) Death (Estate) Taxes 1 2 3 4 5 6 7
e) Sales Too Dependent on Health of
One Business or Industry 1 2 3 4 5 6 7
f)  Workers’ Compensation Costs 1 2 3 4 B 6 7
g) Protecting Intellectual Property 1 2 3 4 5 6 7
h) Fixed Costs Too High 1 2 3 4 5 6 7
i)  Frequent Changes in Federal Tax Laws
and Rules 1 2 3 4 B 6 7
j)  Minimum Wage/“Living” Wage 1 2 3 4 5 6 7
k) Health/Safety Regulations 1 2 3 4 5 6 7
15. Please classify your major business activity, using one of the categories or examples below. (If more than one applies, circle the one
which contributes the most toward your gross sales or total revenues.)
[1] Agriculture, forestry, fishing (farming, logging, aqua-culture, harvesting, ginning, etc.)
[2] Construction (general contractor, painting, plumbing, heating, highway, etc.)
[3] Manufacturing and mining (food processing, printing, machine shops, ready-mix concrete, drilling, mining support, etc.)
[4] Wholesale (sales to resellers, such as distributors, manufacturer’s rep, grain elevators, etc.)
[5] Retail (sales to ultimate consumer, such as gas stations, direct sellers, vending machine operators, florists, etc.)
[6] Transportation and warehousing (truckers, movers, towing, messenger service, air control, marine loading, etc.)
[7] Information (newspapers, directories, data processing, software publishing, broadcasting, motion pictures, etc.)
[8] Finance and insurance (banks, loan brokers, securities brokers, insurance sales, etc.)
[9] Real estate and rental/leasing (property sales/leasing, auto rental, video rental, community equipment rental, etc.)
[10] Professional, scientific or technical services (legal, accounting, photography, advertising, testing labs, etc.)
[11] Admin. support services (employment agencies, call centers, copy shops, collection agencies, guards/security, janitorial or
landscaping services, waste collection, etc.)
[12] Education services (schools, flight training, language schools, barber training, driving schools, etc.)
[13] Health care and social assistance (dental office, medical lab, nursing care, ambulances, daycare, vocational rehab., etc.)
[14] Arts, entertainment, recreation (arcades, bowling alleys, golf courses, promoters and agents, artists/writers, etc.)
[15] Accommodations or food service (motels, B&Bs, RV parks, caterers, bars, restaurants, etc.)
[16] Other service (repair and maintenance, dry cleaning, beauty /barber shops, funeral homes, photo finishing, parking lots, etc.)
[17] Other (please describe)
16. Is there any problem you consider important, but was not included?
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TheS
ponsor

The NFIB Research Foundation is a small-
business-oriented research and information
organization affiliated with the National Federation
of Independent Business, the nation’s largest small
and independent business advocacy organization.
Located in Woashington, DC, the Foundation’s
primary purpose is to explore the policy related
problems small business owners encounter. Its
periodic reports include Small Business Economic
Trends, Small Business Problems and Priorities, and
now the National Small Business Poll. The Foundation
also publishes ad hoc reports on issues of concern
to small business owners. Included are analyses of
selected proposed regulations using its Regulatory
Impact Model (RIM).

Wells Fargo & Company+ is a diversified financial
services company with $595 billion in assets,
providing banking, insurance, investments, mortgage
and consumer finance through almost 6,000 stores
and the Internet (wellsfargo.com) across North
America and internationally. Wells Fargo Bank, N.A.
is the only bank in the U.S,, and one of only two
banks worldwide, to have the highest possible credit
rating from both Moody’s Investors Service, “Aaa,”
and Standard & Poor’s Ratings Services, “AAA.”

Wells Fargo is America’s #| small business lender
in total dollar volume according to the Community
Reinvestment Act data (2002 - 2006) and the #l
SBA 7a bank lender in total dollar volume (2003 -
2007). Wells Fargo is committed to serving women-
and diverse-owned businesses and has loaned close
to $36 billion to women, African American, Latino
and Asian business owners since 1995. For more
information, speak with a Wells Fargo banker, visit
wellsfargo.com/biz or call the National Business
Banking Center at 1-800-CALL-WELLS.

* information current as of March 31, 2008
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