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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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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.

99 | Small Business Problems & Priorities
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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

115 | Small Business Problems & Priorities



116 | Small Business Problems & Priorities

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 5.5
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 B) 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
¢) Obtaining Long-Term (5 years or more)
Business Loans 1 2 ) 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 B 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 B 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
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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 5 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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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 [-800-CALL-WELLS.

* information current as of March 31, 2008
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