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Foreword

This is the eighth edition of Small Business Problems and Priorities. 
The first edition was published in 1982 followed by editions in 1986, 
1991, 1996, 2000, 2004 and 2008. The volumes are among the NFIB 
Research Foundation’s most popular publications and therefore have 
become a staple. Current plans project a ninth edition to be published 
in the spring of 2016. 

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.1 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 to small-business owners for evaluation has 
undergone minor changes over the years to account for shifts in business conditions, technolo-
gies, and expressed concerns. The 2012 survey substituted six new potential problems for six 
that elicited minimal interest in previous editions. The wording was changed on eight prob-
lems for greater clarity. Still, the list of potential business problems assessed in 2012 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 consensus, the relative importance 
of various problems clustered by topic, changes in ranking from prior surveys, etc. The bulk of 
the publications review owner assessments of the problem list, with respondents divided by 
standard owner and firm classifications, such as employment size and industry.

The purpose of this research is twofold. First, the survey and publication establish the 
relative importance of small-business owner concerns and thereby a de facto issues priority 
list for NFIB. The organization uses this list to help prioritize advocacy efforts to best reflect 
the concerns of the membership. NFIB was founded on the principle that the membership 
governs. Policy positions are established by member vote rather than by committee or other 
means. Problems and Priorities is designed to help accomplish that objective. 

A second purpose for conducting the survey is to provide 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 
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. 

1	 This procedure differs from most surveys produced by the NFIB Research Foundation. Most are conducted 

across a nationally representative sample of small employers. The other exception is NFIB’s Small Business 

Economic Trends Survey. It also uses samples from the NFIB membership.
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Problems and Priorities has three characteristics that make it unique. The first is that 
the survey has a large number of respondents. In all, 3,856 small-business owners returned 
useable questionnaires out of 23,000 surveys mailed. The sizable response 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 each other. 

The second characteristic making the study unique is that most surveys of this genre are 
limited to comparatively few problems. Problems and Priorities lists 75 problems for evalua-
tion. The list includes two basic types of problems; those heavily influenced by government 
including various types of taxes and regulations, and problems more associated with the op-
erations side of the business including the owners’ ability to manage their time and keeping 
up with market trends. The combination provides broad context and allows observers and 
analysts a better understanding of the relative importance of problems affecting small-business 
owners that are 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.2 Many published surveys of this 
nature confine themselves to particular segments of the small-business population. Focusing 
on one component is not debilitating for the survey per se. It simply warrants caution and 
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 federal 
agencies can be found in the Appendix. There are two major variances between the small-
business population and the NFIB population. First, the NFIB population includes farmers 
and related businesses whereas the Census does not. Also, NFIB members are more populated 
in the interior states and are less represented on the East and West coasts compared to the 
general population. 

The data for Problems and Priorities are presented in 13 tables. The tables constitute the 
most important part of the publication. Commentary is intended to point out differences and 
patterns of differences in the tables that may not be immediately obvious to the reader. 

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.

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

					     Holly Wade
					     August 2012

2	 Periodically, the NFIB Research Foundation will Sponsor a survey comparing the policy views of a nationally 

representative sample and a NFIB member sample. They are very close on virtually all issues. The latest was 

conducted for the Foundation by Mason-Dixon Polling and Research and can be found at http://www.nfib.

com/Portals/0/PDF/AllUsers/research/Opinions%20of%20NFIB%20Members%20and%20the%20Small%20

Business%20Population.pdf. 
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Executive Summary

The 10 most severe problems for small-business owners of the 75 
business problems assessed are in order: “Cost of Health Insurance,” 
“Uncertainty over Economic Conditions,” “Cost of Natural Gas, Pro-
pane, Gasoline, Diesel, Fuel Oil,”3 “Uncertainty over Government 
Actions,” “Unreasonable Government Regulations,” “Federal Taxes 
on Business Income,” “Tax Complexity,” “Frequent Changes in Fed-
eral Tax Laws and Rules,” “Property Taxes (real, inventory or per-
sonal property)” and “State Taxes on Business Income.” The cost of 
health insurance remains the most severe problem for small-business 
owners and is “critical” for 52 percent of respondents, a decline from 
56 percent in 2008, but still far higher than the second-ranked prob-
lem, “Uncertainty over Economic Conditions” where 38 percent find 
it a critical problem. Energy Costs, except Electricity is critical for 35 
percent of small-business owners.

•	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 Products/
Services,” “Undocumented Workers,” “Access to High-Speed Internet,” “Employee Turn-
over,” “Costs and Frequency of Lawsuits/Threatened Lawsuits,” “Using Social Media to 
Promote Business (Facebook, Twitter, etc.),” “Winning Contracts from Federal/State/Local 
Governments,” “Competition from Imported Products,” “Protecting Intellectual Property” 
and “Credit Rating/Record Errors.” Exporting, the least severe problem, proves critical for 3 
percent of small-business owners, virtually unchanged from 2008. “Undocumented Workers” 
and “Access to High-Speed Internet” are both a critical problem for 7 percent of respondents. 

•	Small-business owners evaluate most problems in the 2012 survey as they did in 2008, 
the date of the last Problems and Priorities survey. The major changes that did occur are 
largely related to the recession and increased regulations. Among problems increasing in 
importance, “Environmental Regulations” topped the list rising by 20 positions from a rank 
of 47th in 2008 to 27th in 2012. “Obtaining Long-Term (5 years or more) Business Loans” 
trailed slightly moving up 17 positions from 73rd to 56th. “Obtaining Short-Term (less than 
12 months or revolving) Business Loans” follows moving 14 positions from 72nd to 58th. 
And “Finding Out about Regulatory Requirements” increased 13 positions from a ranking 
of 38th in 2008 to its current 25th position. The largest decline in the ranking is “Interest 
Rates,” falling 30 positions from 32nd to 62nd. “Finding and Keeping Skilled Employees” and 
“Employee Turnover” both fell 21 positions from 17th to 38th for the former and 51st to 72nd 
for the latter. 

3	 Hereafter called “Energy Costs, except Electricity”
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•	The 75 problems evaluated are organized into 10 problem clusters. “Taxes” takes the top 
position as the most severe problem cluster in the 2012 survey. Five of the 10 most severe 
problems are included in this cluster. The most severe problem cluster in 2008 was “Costs.” 
The “Regulations” cluster comes in second followed by “Costs” and then “Finance” rounding 
out the top four. 

•	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. 
Industry produces the most divergent evaluation of problems, though some similarities be-
tween industries do exist. The other classifications examined, for example legal form of 
business, exhibit fewer substantial differences among their components. It is important to 
note that when they differ, the differences are often functions of variations among groups in 
the aforementioned classifications. 

•	The findings of this publication are based on the responses of 3,856 NFIB small-business 
owners/members to a mail survey conducted from mid-January through April 2012. A sam-
ple of 23,000 members was drawn for a response rate of 17 percent. Owners evaluated 75 
potential business problems individually 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. 
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Small Business Problems 
and Priorities

The 2012 issue of Problems and Priorities is published on the heels of the 
worst U.S. recession since the 1930s. The four years between the last 
edition published in 2008 and the current edition saw a near collapse of 
the financial system and housing market, unprecedented government 
bailouts of the banking and automotive industries, and the enactment 
of massive economic stimulus programs.4 The immense magnitude and 
duration of the recession significantly altered the small-business land-
scape along with the problems owners now face in operating their busi-
nesses. Unemployment is still over 8 percent as small-business hiring 
remains stagnant and housing foreclosures remain at historically high 
levels. Consumer confidence continues to lag pre-recession levels and 
businesses are still reluctant to hire or invest even as sales start to im-
prove. And with the added pressure of high gas prices, similar to price 
increases last seen in 2008, the likelihood of rapid economic improve-
ments is remote. While the economy is over two years into its recov-
ery, progress is painfully slow as economic headwinds and uncertainty 
remain. The effects of the recession and fragile economic recovery are 
reflected in owners’ assessment of the list of 75 business problems.  

Problems of Greatest Concern
The “Cost of Health Insurance” continues as the number one small-business problem, a posi-
tion it has held for 25 years. The number one ranking is reflected in all but nine of the 50 
sub-categories of businesses analyzed in this survey. Four of the nine defectors, including 
agriculture and transportation/warehousing, rank Energy Costs, except Electricity as their 
number one problem. 

The percent of small-business owners who cite the “Cost of Health Insurance” as critical 
fell slightly from 56 percent in 2008 to 52 percent in 2012. In 2004, this figure reached 66 
percent during the height of yearly premium increases. But despite the slowing rate of pre-
mium increases, the percent who find it a critical problem overshadows its number two rival, 
“Uncertainty Over Economic Conditions” by 14 percentage points. 

Health insurance costs for small firms have risen 103 percent in the last decade, an in-
crease outpacing wages and inflation.5 Rising health insurance costs have proved unaffordable 
for many small-business owners resulting in some owners terminating their employer-spon-
sored health insurance program and delaying or prohibiting non-offering firms from offering 

4	 The 2008 Problems and Priorities survey data was collected between January and March 2008, before the sever-

ity of the economic downturn was fully appreciated.

5	 Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2011.

7 
 |

  
Sm

al
l B

us
in

es
s 

Pr
ob

le
m

s 
&

 P
ri

or
it

ie
s

www.nfib.com/pnp2012



the benefit. This trend is reflected in the decline in small-firm offer rates from 47 percent in 
2001 to its current rate of 36 percent.6

Chart 1
Health Insurance Offer Rates and Average Yearly Premiums 

for Businesses with Less Than 50 Employees, 2000 - 2011
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Federal and state governments have largely failed in their attempts to lower the cost of 
health insurance or even slow its rate of growth. The hotly debated Patient Protection and 
Affordable Care Act (PPACA), commonly called Obamacare, was signed into law in March 
2010, and was the most aggressive effort to reform the healthcare system ever. But as with 
most health reform efforts, it failed to address the fundamental causes of rising healthcare 
costs while opting to focus on coverage. The Administration’s highly touted small-business 
health insurance tax credit was one of the only efforts in the law to ease costs for offering 
small-business owners and attempt to lure non-offering firms to offer. The measure largely 
failed in its objectives, again leaving small-business owners to find ways to ease the escalating 
cost burden or forgo offering completely. Without a major refocus of current thinking, the 
cost of health insurance will almost certainly be the most critical business problem facing 
small-business owners again in four years.  

Economic and government “uncertainty” continues to mar recovery efforts. These areas of 
uncertainty trigger anxiety among consumers, investors, and business owners alike. The degree 
to which “uncertainty” negatively impacts the small-business economy generates much de-
bate, prompting the addition of two new problems, “Uncertainty over Economic Conditions” 
and “Uncertainty over Government Actions.”      

“Uncertainty over Economic Conditions” is one of the six new problems added to the 
survey this year. Small-business owners rank it as the second most severe problem facing 
their business and is critical for 38 percent of them. Recessions of the last four decades 
are typically followed by a robust recovery that quickly re-builds consumer and business 
confidence. The most recent recession proved to be anything but typical and its recovery is 
following a similar fate. The severity and breadth of the recession left behind a much weak-
ened and fragile economy. Consumer confidence plummeted and has not yet recovered, 
stuck in a vicious cycle where consumer confidence and the slow recovery perpetuate each 
other’s existence. 

Almost equally challenging for small-business owners is “Uncertainty over Government 
Actions” which ranks fourth and is critical for 35 percent. In the last four years, the federal 
government approved legislation to overhaul the financial industry, the healthcare system 
and promote economic stimulus. The upheaval in policy changes is immense and will con-
tinue as the regulatory system works to implement the laws’ directives. In addition to the 
headline reform efforts, regulators of other government agencies are also broadening rule-
making efforts in areas of employment and the environment. Uncertainty also surrounds 

6	 Department of Health and Human Services, Agency for Healthcare Research and Quality, Center for Financing, 

Access and Cost Trends. Medical Expenditure Panel Survey-Insurance Component, 2000–2011.

Source: Department of Health and Human Serivces, Agency for Healthcare Research and Quality, Center for 
Financing, Access and Cost Trends. Medical Expenditure Panel Survey-Insurance Component, 2000–2011.
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pending government action on the expiring Bush tax cuts, the debt ceiling and the federal 
budget. All of these policy changes and those yet to be visited, create a huge “question 
mark” for small-business owners, impeding their ability to make short and long-term busi-
ness decisions.  

“Energy Costs, Except Electricity” ranks as the third most serious problem for small-
business owners, one position lower from 2008. Thirty-five (35) percent of owners evaluate 
the problem as critical, down from 42 percent. Historically, the ranking of this problem re-
flects the average price of gasoline, not surprising considering the primary energy costs for 38 
percent of small employers is in operating vehicles (Chart 2). 

Chart 2
Energy Costs, except Electricity and Average 

Price of Gallon of Gas, 1982 – 2012
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“Electricity Costs (rates),” the second energy-related problem addressed in the survey, 
ranks 12th in relative importance among small-business owners, down three positions from 
2008. Seventeen (17) percent of owners find this problem critical, nearly unchanged from 
2008 where 16 percent did so. Electricity costs are one of the top three business costs for 25 
percent of small-business owners. Most small employers are acutely aware of how much their 
electricity bill affects their bottom line as 57 percent of small-business owners own their busi-
ness property and of those who rent, 70 percent of them pay the electricity bill themselves.7

Tax-related issues continue to be significant problems for small-business owners. Small-
business owners not only find current tax rates a burden but equally problematic are the com-
plexity of tax compliance and the frequency of changes in tax laws. The top 10 most severe 
problems for small-business owners is now populated with five tax-related small-business is-
sues, one more than in 2008 (Chart 3). The monthly Small Business Economic Trends survey 
reflects this sentiment as “taxes” typically ranks second as the most important problem for 
owners since 2008.8 “Poor Sales” remains the number one problem in that survey. 

The most severely ranked tax problem in the top 10 is “Federal Taxes on Business In-
come.” It ranks sixth, down three positions from 2008. Despite its decline in the ranking, 30 
percent of small-business owners find it a critical problem, 5 points higher than four years ago. 
Its state equivalent, “State Taxes on Business Income,” found a similar fate as it also fell in the 
ranking from seventh to tenth but saw an increase in the percent who find it critical from 21 
percent in 2008 to 24 percent today. 

“Tax Complexity” is the second most severe tax issue ranking seventh, two positions 
lower than in 2008 where it ranked fifth and was first introduced to the survey. It is critical 
for 29 percent of small-business owners, up from 23 percent in 2008. Mounting pressure to 
simplify the tax code is not surprising as tax compliance becomes more costly and time con-

7	 Energy Consumption, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research   Foundation, 

Vol. 6, Iss. 3. 2006. Also available online at http://www.411sbfacts.com/files/energyconsumption[1].pdf.

8	 Small Business Economic Trends, (ids.) William C. Dunkelberg and Holly Wade, NFIB Research Foundation, series.

Source: U.S. Energy Information Administration, Inflation Adjusted Average Yearly Gasoline Prices, 1982-2012
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suming for filers as the number of new tax laws and rules increase. Most small-business owners 
(88 percent) use a tax preparer and their main reason in doing so is to ensure compliance.9  

Chart 3
Tax Issues - Percent Critical (in 2012 rank order)

2012           2008
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Related to “Tax Complexity” is the eighth-ranked small-business problem, “Frequent 
Changes in Federal Tax Laws and Rules.” This problem moved up seven positions, a significant 
jump from 15th in 2008. In the last four years, real and anticipated changes to the tax code 
took center stage through a number of tax changes imbedded in the new Patient Protection 
Affordability Care Act and the looming sunset of the Bush tax cuts and payroll tax holiday 
which are set to expire at the end of 2012. The unpredictable nature and often hidden changes 
of the tax law proves a significant burden on small-business owners.

Finally, in ninth position is “Property Taxes (real, inventory or personal property).” This 
problem fell 5 positions when it ranked fourth in 2008. The recession took a heavy toll on real 
estate values thus tempering the impact of property taxes on small-business owners. As real 
estate prices increase, this will likely become a greater problem. Small-business owners are 
heavily invested in real estate, with 92 percent owning property, most owning their primary 
residence but many also owning commercial and investment properties.10  

Problems of Least Concern
The 10 problems of least concern are generally issues of limited exposure to most small-busi-
ness owners and typically find themselves at the bottom of the ranking each year. Three prob-
lems are new to the top 10 of least concern and one problem in the group is new to the survey. 

“Exporting My Products/Services” holds onto the 75th ranking, a position held for six of 
seven editions that it has been listed as a problem. It moved up one position in 2000, replaced 
by the problem “Y2K Impacts.” Only 3 percent of small-business owners find exporting a 
critical problem, nearly unchanged from 2008. Sixty (60) percent find it to be “not a prob-
lem.” Small-business owners are largely uninterested in exporting their product or services 
and if they are, seem to find adequate resources to help them succeed. Small-business markets 

9	 Tax Complexity, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, Vol. 6, Iss. 

6, 2006. Also available online at http://www.411sbfacts.com/files/taxcomplexity[1].pdf.

10	 Small Business Credit Access, and a Lingering Recession, William J. Dennis, Jr., NFIB Research Foundation,  

January 2012. Also available online at http://www.nfib.com/research-foundation/surveys/credit-study-2012.
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are typically in the general location of the business itself and growth is a product of expanding 
those local boundaries. However, expanded high-speed Internet access and the increased use 
of business websites certainly allows for market expansion through online sales, some even 
from overseas. 

The 74th ranked problem in the survey is “Undocumented Workers,” a problem first 
introduced in 2008. Seven percent find it a critical problem compared to 55 percent who do 
not. While the issue draws substantial media attention and passionate view on both sides, the 
number of small-business owners concerned by the business implications of undocumented 
workers is minimal. 

“Access to High-Speed Internet” ranks 73rd and is critical for 7 percent of small-business 
owners. The technology gap between rural and urban business owners has dissipated dramati-
cally over the years as over half of owners find it not a problem. A recent SBA study found 
that Internet utilization by small-business owners is similar between those in urban and rural 
areas. The differentiating factor between these two groups is the cost of Internet access. 
Small-business owners in rural areas generally pay more for less bandwidth than their urban 
counterparts. The study also found that 71 percent of small-business owners have a website.11 
While cost may still be a burden for some, the problem of access appears to be generally re-
solved for those who are interested. 

The 72nd ranked problem, “Employee Turnover,” is a new entrant to the bottom 10 as 
it ranked 51st in 2008. The economic downturn ignited extensive layoffs by both large and 
small businesses. The number of businesses decreasing their labor force far outweighed those 
increasing it, leaving few alternative job opportunities for those who remained employed. 
This continues as the economic recovery remains anemic and business owners are hesitant 
to expand. If the economy continues to improve and job openings increase, this problem will 
certainly move up the ranking in the next edition of the survey.

The 71st ranking belongs to “Cost and Frequency of Lawsuits/Threatened Lawsuits” down 
six positions from 2008. NFIB’s poll Use of Lawyers found that most small-business owners 
retained an attorney for a legal matter but relatively few used one for legal disputes regarding 
their business.12 Of those who did, about 70 percent only had one or two disputes in the last 
three years and the majority settled the dispute out of court. It appears this problem has not 
developed into something more as the ranking remains low. 

“Using Social Media to Promote Business” ranks 70th and is one of the new problems 
introduced to this year’s survey. This potential problem was added due to the swift develop-
ment of popular websites that provide business promotional opportunities. Over the last four 
years, websites including Facebook, Twitter, GroupOn and Living Social rose in popularity as 
more and more consumers use these websites to find products and services. Despite its initial 
low ranking, this issue could cause future problems if the utilization of these websites for ad-
vertising purposes expands. 

“Winning Contracts from Federal/State/Local Governments” ranks 69th of the 75 listed 
problems, moving up two positions from 2008. This survey shows that while all three levels 
of government try and promote procurement opportunities to small businesses, the problem 
is modest in the scheme of things. NFIB’s Contacting Government poll found that 72 percent 
of owners made no sales to a government agency in the last three years and 84 percent did 
not expect to bid on a contract during the next three years.13 Small-business owners are either 
just not interested in pursuing a government contract or do not believe they will succeed in 
obtaining one. 

11	 Telenomic Research, The Impact of Broadband Speed and Price on Small Business http://www.sba.gov/sites/de-

fault/files/rs373_0.pdf.  Published by U.S. Small Business Administration, Office of Advocacy, November 2010.

12	 Use of Lawyers, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, Vol. 5, 

Iss. 2, 2005. Also available online at http://www.411sbfacts.com/files/useoflawyers_poll.pdf.

13	 Contacting Government, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, 

Vol. 3, Iss. 1, 2003. Also available online at http://www.411sbfacts.com/files/comtactinggovt_poll.pdf.
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The U.S. trade deficit, especially with China, spurs heated policy debates and occasional 
rallying cries to “Buy American.” Heightened debate initially began with the passage of the 
North American Free Trade Agreement (NAFTA) and continues in most attempts to imple-
ment subsequent free trade agreements. However, the problem of “Competition from Im-
ported Products” continues to be a low priority issue for most small-business owners as it 
ranks near the bottom at 68th, two positions lower than in 2008. This problem though varies 
greatly in importance by industry. Small businesses in manufacturing and agriculture find this 
issue much more problematic than the general population. 

The problem of “Protecting Intellectual Property” ranks as the 67th most severe problem 
for small-business owners, five positions lower than in 2008 where it ranked 62nd. Just under 5 
percent find it to be a critical problem compared to 34 percent who do not find it a problem 
at all. Small businesses invent and improve on processes and products to enhance productivity 
and market share. According to NFIB’s Innovation poll, over 40 percent of owners introduced 
at least one new or significantly improved product, service, process or design into their sales 
inventory in the prior year.14 Most of this is done without seeking formal protection of their 
innovation through copyright or patents as only 13 percent of owners own a copyright and 5 
percent own patents. But for those small-business owners who do seek patents for their prod-
uct/service/process, they will encounter a much different system than their predecessors in 
light of the recently passed American Invents Act. This law moved the patent process from 
a “first-to-invent” to a “first-to-file” system. Future editions of this survey might bring more 
light into the effects of this legislation for small-business owners.

“Credit Rating/Record Errors” rounds off the top-10 problem list of least importance 
ranking in at 66th. Whether owners’ credit ratings are good or bad, it seems few have a serious 
problem with errors associated with them. NFIB’s Finance Questions poll found that most 
small-business owners do not regularly check their credit score and those who do and find er-
rors are generally satisfied with the agencies help in correcting them.15

Table 1
Measures of Small Business Problem Importance

							       Percent
					     Standard	 Percent	 “Not a	 2008
Problem	 Rank	 Mean	 Deviation	“Critical”	 Problem”	 Rank

Cost of Health Insurance	 1	 2.18	 1.73	 52.3	 6.0	 1	
Uncertainty over Economic 
	 Conditions	 2	 2.40	 1.57	 38.3	 2.8	 new	
Cost of Natural Gas, Propane, 
	 Gasoline, Diesel, Fuel Oil	 3	 2.72	 1.82	 34.8	 6.0	 2	
Uncertainty over Government 
	 Actions 	 4	 2.73	 1.83	 35.1	 5.9	 new	
Unreasonable Government 
	 Regulations 	 5	 2.76	 1.81	 34.1	 5.7	 6	
Federal Taxes on Business Income	 6	 2.86	 1.82	 29.5	 6.5	 3	
Tax Complexity	 7	 2.92	 1.80	 28.8	 6.2	 5	
Frequent Changes in Federal Tax 
	 Laws and Rules	 8	 3.15	 1.83	 24.0	 7.0	 15	
Property Taxes (real, inventory 
	 or personal property)	 9	 3.18	 1.90	 24.4	 8.6	 4	

14	 Innovation, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, Vol.  5, Iss. 

6, 2005. Also available online at http://www.411sbfacts.com/files/Innovation5-5-06[1].pdf.

15	 Finance Questions, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, Vol. 

7, Iss. 7, 2007. Also available online at http://www.411sbfacts.com/files/financial%20questions.pdf.
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Table 1 continued

Measures of Small Business Problem Importance

							       Percent
					     Standard	 Percent	 “Not a	 2008
Problem	 Rank	 Mean	 Deviation	“Critical”	 Problem”	 Rank

State Taxes on Business Income	 10	 3.21	 1.92	 23.8	 9.9	 7	
Cost of Supplies/Inventories 	 11	 3.35	 1.74	 16.3	 6.8	 8	
Electricity Costs (rates)	 12	 3.38	 1.77	 17.3	 7.0	 9	
Cash Flow 	 13	 3.38	 1.82	 17.6	 8.0	 11	
Poor Earnings (profits) 	 14	 3.40	 1.95	 22.5	 8.8	 14	
Federal Paperwork	 15	 3.44	 1.88	 18.3	 8.6	 18	
State/Local Paperwork	 16	 3.53	 1.93	 19.3	 9.7	 21	
Projecting Future Sales Changes 	 17	 3.54	 1.76	 14.1	 7.6	 20	
Workers’ Compensation  	 18	 3.65	 2.03	 18.0	 14.8	 (modified)10	
Fixed Costs Too High 	 19	 3.65	 1.83	 14.9	 9.0	 16	
Dealing with IRS/State Tax Agencies	 20	 3.68	 1.92	 16.2	 10.4	 27	
Unemployment Compensation 	 21	 3.72	 2.08	 18.0	 16.5	 26	
Highly Variable Earnings (profits) 	 22	 3.73	 1.87	 13.7	 10.9	 22	
Cost and Availability of Liability 
	 Insurance	 23	 3.74	 1.96	 15.7	 12.7	 13	
FICA (Social Security taxes)	 24	 3.75	 1.91	 13.8	 13.2	 19	
Finding Out about Regulatory 
	 Requirements 	 25	 3.78	 1.91	 13.2	 12.9	 38	
Poor Sales	 26	 3.83	 2.04	 18.4	 13.5	 35	
Environmental Regulations	 27	 3.89	 2.11	 16.8	 18.4	 47	
Cost of Government Required 
	 Equipment/Procedures	 28	 3.90	 2.04	 15.8	 16.2	 39	
Real Estate Values	 29	 3.93	 2.05	 16.1	 16.0	 new	
Health/Safety Regulations	 30	 3.93	 2.03	 15.0	 16.5	 40	
Competition from Large Businesses	 31	 3.94	 2.03	 14.3	 16.7	 29	
Locating Qualified Employees	 32	 4.02	 2.08	 14.7	 19.3	 12	
Telephone Costs and Service	 33	 4.05	 1.76	 8.3	 11.1	 24	
Cost of Outside Business 
	 Services, e.g., Accountants, 
	 Lawyers, Consultants	 34	 4.05	 1.78	 8.4	 12.3	 25	
Controlling My Own Time 	 35	 4.15	 1.98	 11.7	 17.9	 23	
Time Spent Shopping for Health 
	 Insurance	 36	 4.15	 2.03	 12.5	 19.2	 new	
Ability to Cost-Effectively Advertise 	37	 4.15	 1.96	 10.4	 17.5	 28	
Finding and Keeping Skilled 
	 Employees	 38	 4.18	 2.04	 12.5	 18.9	 17	
Physical Facilities Costs, such as 
	 Rent/Mortgage/Maintenance	 39	 4.21	 1.88	 9.6	 15.2	 33	
Pricing My Goods/Services 	 40	 4.21	 1.91	 9.0	 17.2	 30	
Keeping Up on Business and 
	 Market Developments	 41	 4.22	 1.74	 6.8	 12.6	 44	
Estate Tax 	 42	 4.23	 2.31	 18.5	 28.2	 (modified)34	
Reducing Energy Use in a 
	 Cost-Effective Manner 	 43	 4.25	 1.79	 8.3	 14.1	 31	
Obtaining Licenses, Permits, etc. 	 44	 4.25	 1.98	 10.6	 18.8	 (modified)37	
Hiring/Firing/Employment 
	 Regulations 	 45	 4.28	 2.00	 10.1	 20.7	 42	
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Table 1 continued

Measures of Small Business Problem Importance

							       Percent
					     Standard	 Percent	 “Not a	 2008
Problem	 Rank	 Mean	 Deviation	“Critical”	 Problem”	 Rank

Delinquent Accounts/Late 
	 Payments 	 46	 4.30	 2.02	 10.5	 19.9	  (modified)45	
Sales Too Dependent on Health 
	 of One Business or Industry 	 47	 4.33	 2.00	 10.7	 21.0	 43	
Locating Business Help When 
	 Needed 	 48	 4.43	 1.88	 7.9	 18.5	 36	
Training Employees	 49	 4.55	 1.84	 5.6	 20.6	 41	
Using Computer(s), the Internet 
	 or New Technology Effectively	 50	 4.56	 1.92	 7.6	 22.4	 48	
Rules on Retirement Plans 	 51	 4.64	 1.96	 7.7	 25.5	 52	
Minimum Wage/“Living” Wage 	 52	 4.73	 2.01	 8.6	 28.8	 53	
Anti-Competitive Practices, 
	 e.g., Price Fixing	 53	 4.76	 1.94	 8.2	 26.2	 59	
Zoning/Land Use Regulations 	 54	 4.77	 2.02	 8.8	 29.4	 54	
Handling Business Growth 	 55	 4.78	 1.77	 4.3	 23.5	 49	
Obtaining Long-Term (5 years 
	 or more) Business Loans 	 56	 4.81	 2.13	 11.5	 33.5	 73	
Bad Debts (not delinquencies) 
	 and/or Bankruptcies	 57	 4.83	 1.95	 7.0	 27.8	 56	
Obtaining Short-Term (less than 
	 12 months or revolving) 
	 Business Loans 	 58	 4.86	 2.12	 10.8	 34.3	 72	
Traffic, Highways, Roads, Bridges	 59	 4.90	 1.97	 7.4	 31.4	 58	
Crime, including Identity Theft, 
	 Shoplifting, etc.	 60	 4.96	 1.88	 6.2	 28.6	 57	
Solid and Hazardous Waste 
	 Disposal 	 61	 4.96	 1.96	 6.2	 33.1	 64	
Interest Rates	 62	 4.99	 1.94	 7.4	 31.0	 32	
Cyber Crime (viruses, 
	 hacking, etc.)	 63	 5.00	 1.86	 5.5	 29.2	 new	
Mandatory Family or Sick Leave 	 64	 5.04	 1.97	 7.8	 35.1	 60	
Competition from Internet 
	 Businesses  	 65	 5.10	 2.00	 7.3	 36.9	 69	
Credit Rating/Record Errors	 66	 5.10	 1.89	 5.3	 33.9	 67	
Protecting Intellectual Property 	 67	 5.10	 1.84	 4.7	 33.8	 62	
Competition from Imported 
	 Products	 68	 5.14	 2.09	 9.3	 41.9	 66	
Winning Contracts from Federal/
	 State/Local Governments	 69	 5.19	 2.04	 7.5	 43.6	 71	
Using Social Media to Promote 
	 Business (Facebook, Twitter, etc.) 	70	 5.19	 1.83	 4.4	 36.8	 new	
Costs and Frequency of Lawsuits/
	 Threatened Lawsuits 	 71	 5.20	 2.00	 7.9	 38.9	 (modified)65	
Employee Turnover 	 72	 5.35	 1.80	 4.0	 38.7	 51	
Access to High-Speed Internet	 73	 5.49	 1.98	 7.0	 51.3	 74	
Undocumented Workers 	 74	 5.67	 1.90	 6.5	 55.2	  (modified)70	
Exporting My Products/Services	 75	 5.97	 1.60	 2.5	 60.3	 75
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Other Problems of Interest
The 2012 edition of Problems and Priorities includes a number of notable swings in issue im-
portance from 2008 that reflect dramatic changes in the economy and shifts in government 
priorities that affect small businesses. Of those problems that fell furthest in the ranking, all 
are related to the economic downturn. 

“Interest Rates” leads as it fell 30 positions from 32nd to 62nd. While not many owners find 
it a critical problem in either edition (10 percent in 2008 and 7 percent in 2012) the percent 
who find it not a problem rose dramatically from 14 percent to 31 percent. NFIB’s Small Busi-
ness Economic Trends survey shows that interest rates for short-term loans fell 2 percentage 
points over the last four years.16 Interest rates are currently at record lows and the Federal 
Reserve has said that it will likely continue this policy through the end of 2014.17 If there is a 
bright-side to the current economy, the cost of borrowing might be it. 

Three employment-related problems follow, each moving between 20 to 21 positions 
down the ranking. “Finding and Keeping Skilled Employees” and “Employee Turnover” both 
fell 21 positions in the ranking from 17th to 38th for the former and 51st to 72nd for the latter. 
“Locating Qualified Employees” fell 20 positions from 12th to 32nd. The recession resulted in 
large lay-offs of skilled employees, increasing the pool of qualified candidates for those busi-
nesses with job openings. If the recovery continues on its current path, owners will soon need 
to hire more employees to keep up with demand which in-turn will increase the burden of 
these employee-related problems. 

Table 2 
Largest Changes in Problem Ranking, 2008 to 2012

More Difficult in 2012	 Ranks Changed
	
Environmental Regulations	 20
Obtaining Long-Term (5 years or more) Business Loans 	 17
Obtaining Short-Term (less than 12 months or revolving) Business Loans 	 14
Finding Out about Regulatory Requirements 	 13
Cost of Government Required Equipment/Procedures	 11
Health/Safety Regulations	 10
Poor Sales	 9
Dealing with IRS/State Tax Agencies	 7
Frequent Changes in Federal Tax Laws and Rules	 7
Anti-Competitive Practices, e.g., Price Fixing	 6

Less Difficult in 2012	 Ranks Changed
	
Interest Rates	 30
Finding and Keeping Skilled Employees	 21
Employee Turnover 	 21
Locating Qualified Employees	 20
Locating Business Help When Needed 	 12
Reducing Energy Use in a Cost-Effective Manner 	 12
Controlling My Own Time 	 12
Pricing My Goods/Services 	 10
Cost and Availability of Liability Insurance	 10
Cost of Outside Business Services, e.g., Accountants, Lawyers, Consultants	 9

16	 Small Business Economic Trends, op. cit.  

17	 http://www.federalreserve.gov/mediacenter/files/FOMCpresconf20120425.pdf downloaded 05/07/12.
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“Environmental Regulations” leads the list of those problems moving up the ranking with 
a 20 percentage point climb from the 47th to 27th position. Small-business owners clearly felt 
the change in regulatory policy over the last four years. The severity of this problem differs 
greatly by industry, but across the board, all industries rank this issue as more severe than 
four years ago and find it more critical. The most dramatic increase in severity occurred in the 
transportation/warehousing industry category, increasing from 42nd to 15th in the ranking. Ten 
(10) percent in this industry find it critical in 2008 compared to 29 percent in 2012. 

Access to both short-and long-term credit follow as the second and third largest movers 
up the ranking. “Obtaining Long-Term (5 years or more) Business Loans” rose 17 positions 
from 73rd to 56th. While the percent who find it not a problem increased slightly, the percent 
who find it critical more than doubled from 5 to 12 percent. “Obtaining Short-Term (less 
than 12 months or revolving) Business Loans” rose 14 positions from a ranking of 72nd to 58th. 
Again, the percent who find this issue not a problem are similar in both the 2008 and 2012 
editions but the percent who find it critical more than doubled from 5 to 11 percent. Before 
the September 2008 market crash, obtaining credit was relatively easy with few concerned 
over lending risks. After the fall of Lehman Brothers, everything changed and banks became 
more conservative with lending practices. Coupled with more small-business owners seeking 
loans under distressed circumstances, overall access increased in problem severity. More con-
servative lending practices will likely persist as government agencies continue to implement 
regulations related to Dodd-Frank in an effort to stem the risks of “too big to fail” banks.  

Three other regulatory problems also moved swiftly up the ranking in severity. “Finding 
Out about Regulatory Requirements” moved 13 positions from 38th in 2008 to 25th. “Cost 
of Government Required Equipment/Procedures” moved 11 positions from 39th to 28th and 
“Health/Safety Regulations” moved 10 positions from a ranking of 40th to 30th. The Environ-
mental Protection Agency and Department of Labor have both increased efforts to regulate 
the private sector and their efforts are clearly felt by the small-business community. 

Consensus on Problem Difficulty
The standard deviation, a measure of the difference from the statistical average or mean, is used 
in Table 3 to determine which problems are agreed upon by small-business owners and which 
problems are not. The smaller the standard deviation, the greater the consensus. This table lists 
the top 10 problems with most consensus and the top 10 problems with least consensus. 

A.	 Problem Areas of Greatest Consensus
The problems that yield the greatest consensus generally appear near the top and bottom of the 
ranking. Eight problems in this category are the same as in 2008 and two are new to the list. 

“Uncertainty over Economic Conditions” tops the list as the problem with the most con-
sensus among small-business owners with a standard deviation of 1.6. Small-business owners 
are generally aligned in how they assess the economy and its fragility. Economic uncertainty 
affects the general population equally regardless of industry, size or sales volume. Only 3 per-
cent of small-business owners find it not a problem, less than any other problem.  

The vast majority of small-business owners also agree on the severity of “Exporting My 
Products/Services.” This problem ranks last, 75th of 75 small-business problems. Few small-
business owners sell to customers outside the United States. Those who do generally sell to 
customers seeking out a particular product or service and find the business by word-of-mouth 
or online. International sales often end up being a more passive activity than owners actively 
pursuing outside markets. Only 3 percent of small-business owners find this problem critical, 
an identical degree of agreement as with “Uncertainty over Economic Conditions,” but on the 
other end of the scale. 
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Table 3 
Problem Rank by Consensus on Problem Importance

			   Standard
		  Standard 	 Deviation	 Problem
Greatest Consensus	 Deviation	 Rank	 Rank

Uncertainty over Economic Conditions 	 1.57	 1	 2
Exporting My Products/Services	 1.60	 2	 75
Cost of Health Insurance	 1.73	 3	 1
Cost of Supplies/Inventories 	 1.74	 4	 11
Keeping Up on Business and Market Developments	 1.74	 5	 41
Projecting Future Sales Changes 	 1.76	 6	 17
Telephone Costs and Service	 1.76	 7	 33
Electricity Costs (rates)	 1.77	 8	 12
Handling Business Growth 	 1.77	 9	 55
Cost of Outside Business Services, e.g., Accountants, 
	 Lawyers, Consultants	 1.78	 10	 34

			   Standard
		  Standard 	 Deviation	 Problem
Least Consensus	 Deviation	 Rank	 Rank

Estate Tax 	 2.31	 75	 42
Obtaining Long-Term (5 years or more)  

Business Loans 	 2.13	 74	 56
Obtaining Short-Term (less than 12 months or  

revolving) Business Loans 	 2.12	 73	 58
Environmental Regulations	 2.11	 72	 27
Competition from Imported Products	 2.09	 71	 68
Locating Qualified Employees	 2.08	 70	 32
Unemployment Compensation 	 2.08	 70	 21
Real Estate Values	 2.05	 68	 29
Finding and Keeping Skilled Employees	 2.04	 67	 38
Poor Sales	 2.04	 67	 26

“Cost of Health Insurance” is another area of high consensus. The rising cost of health 
insurance affects non-offering and offering firms alike. Offering firms often incur steep yearly 
premium increases and most non-offering firms do not offer because of costs.  

Business owners generally agree on the severity of several operating cost areas. “Cost 
of Supplies/Inventories” leads this group as the fifth ranked problem of greatest consensus. 
“Telephone Costs and Services” follows with a ranking of seventh. “Electricity Costs (rates)” 
ranks next in eighth place and “Cost of Outside Business Services, e.g., Accounting, Lawyers, 
Consultants” rounds out the top 10. All of these operating cost-related problems have a stan-
dard deviation between 1.7 and 1.8. 

B.	 Problem Areas of Least Consensus
The top 10 problems yielding the least consensus of the 75 problems generally appear in the 
middle of the overall ranking. Five of those in this category are new to the list and five are the 
same as in 2008. 

The problem with greatest disagreement in severity is “Estate Tax.” This problem has 
held the top position for least consensus since 1996. The estate tax ranks 42nd, in the middle 
of the ranking, but nearly half of respondents find its severity on opposite ends of the scale. 
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Nineteen (19) percent of small-business owners find it a critical issue and 28 percent find it 
not a problem. The difference is largely due to three variables: size, age and industry. The size 
and age of a business are often associated with each other. Most new businesses begin small 
and over time grow as they become more established. As the business grows and owners move 
closer to retirement, estate tax planning becomes more a priority, especially in capital inten-
sive industries. 

“Obtaining Long-Term (5 years or more) Business Loans” and “Obtaining Short-Term 
(less than 12 months) Business Loans” rank second and third respectively in the least con-
sensus category. Twelve (12) percent of small-business owners find obtaining a long-term 
business loan a critical problem compared to 34 percent who do not find it a problem. The 
disparity is about the same for obtaining short-term loans as 11 percent find it critical and 34 
percent do not. Most small-business owners have no interest in borrowing as the recession has 
reduced business growth opportunities and capital expenditures. Those who do have borrow-
ing needs are up against more conservative lending practices by the banks.

“Environmental Regulations” ranks fourth in this category. This problem affects specific 
industries much more than others. As shown in Table 8, a larger percentage of owners in ag-
riculture, transportation/warehousing and manufacturing industries find this problem critical 
compared to those in more service and professional-related industries. However, all industry 
categories find this problem more severe than in 2008. All three levels of government de-
termine the degree to which environmental regulations affect small businesses and enforce-
ment levels. The Environmental Protection Agency, along with many state and local agencies 
dramatically increased efforts to promote “green” initiatives including higher fuel efficiency 
standards over the last four years. 

“Competition from Imported Products” is the fifth-ranked problem with least consensus. 
Industry classification is again the main dividing factor in assessing this problem. The agricul-
ture and manufacturing industries rank this problem 41st and 40th respectively. Fourteen (14) 
percent in agriculture find it critical and 18 percent in manufacturing. Otherwise, 41 percent 
of owners in the general population do not find it a problem at all.  

Problem Clusters
Small-business problems generally fall within one of 10 generic problem clusters. Each cluster 
contains all of the survey’s problems related to that topic. The assignment of problems into an 
individual cluster is arbitrary and several problems fit into more than one. For example, “The 
Cost of Health Insurance” appears in both the “Cost” cluster and in the “Employees” cluster 
because it is a business expense and an employee benefit. 

The 10 problem clusters in Table 4 are listed in order of importance. The importance of 
the clusters is based on average overall ranks of the cluster’s assigned problems. The clusters 
appear in descending order of importance as follows:

1.	Taxes
2.	Regulations
3.	Costs
4.	Finance
5.	Employees
6.	 Information
7.	Management
8.	Competition
9.	Technology
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Table 4
Importance of Small Business Problem by Problem Cluster

					     % “Critical”
		  Problem	 Rank	 Mean 	 Problem

Competitors/Competition/Markets			 
Uncertainty over Economic Conditions 	 2	 2.40	 38.3
Projecting Future Sales Changes 	 17	 3.54	 14.1
Poor Sales	 26	 3.83	 18.4
Competition from Large Businesses	 31	 3.94	 14.3
Keeping Up on Business and Market Developments	 41	 4.22	 6.8
Sales Too Dependent on Health of One Business  

or Industry 	 47	 4.33	 10.7
Anti-Competitive Practices, e.g., Price Fixing	 53	 4.76	 8.2
Competition from Internet Businesses  	 65	 5.10	 7.3
Protecting Intellectual Property 	 67	 5.10	 4.7
Competition from Imported Products	 68	 5.14	 9.3
Winning Contracts from Federal/State/ 

Local Governments	 69	 5.19	 7.5
Exporting My Products/Services	 75	 5.97	 2.5

Costs			 
Cost of Health Insurance	 1	 2.18	 52.3
Cost of Natural Gas, Propane, Gasoline, Diesel,  

Fuel Oil	 3	 2.72	 34.8
Cost of Supplies/Inventories 	 11	 3.35	 16.3
Electricity Costs (rates)	 12	 3.38	 17.3
Workers’ Compensation  	 18	 3.65	 18.0
Fixed Costs Too High 	 19	 3.65	 14.9
Unemployment Compensation 	 21	 3.72	 18.0
Cost and Availability of Liability Insurance	 23	 3.74	 15.7
Cost of Government Required Equipment/Procedures	 28	 3.90	 15.8
Telephone Costs and Service	 33	 4.05	 8.3
Cost of Outside Business Services, e.g., Accountants,  

Lawyers, Consultants	 34	 4.05	 8.4
Ability to Cost-Effectively Advertise 	 37	 4.15	 10.4
Physical Facilities Costs, such as Rent/Mortgage/ 

Maintenance 	 39	 4.21	 9.6
Reducing Energy Use in a Cost-Effective Manner 	 43	 4.25	 8.3
Delinquent Accounts/Late Payments 	 46	 4.30	 10.5
Minimum Wage/“Living” Wage 	 52	 4.73	 8.6
Bad Debts (not delinquencies) and/or Bankruptcies	 57	 4.83	 7.0
Crime, including Identity Theft, Shoplifting, etc.	 60	 4.96	 6.2
Interest Rates	 62	 4.99	 7.4
Costs and Frequency of Lawsuits/Threatened Lawsuits 	 71	 5.20	 7.9
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Table 4 continued

Importance of Small Business Problem by Problem Cluster

					     % “Critical”
		  Problem	 Rank	 Mean 	 Problem

Employees			 
Cost of Health Insurance	 1	 2.18	 52.3
Workers’ Compensation  	 18	 3.65	 18.0
Unemployment Compensation 	 21	 3.72	 18.0
FICA (Social Security taxes)	 24	 3.75	 13.8
Health/Safety Regulations	 30	 3.93	 15.0
Locating Qualified Employees	 32	 4.02	 14.7
Finding and Keeping Skilled Employees	 38	 4.18	 12.5
Hiring/Firing/Employment Regulations 	 45	 4.28	 10.1
Training Employees	 49	 4.55	 5.6
Minimum Wage/“Living” Wage 	 52	 4.73	 8.6
Mandatory Family or Sick Leave 	 64	 5.04	 7.8
Employee Turnover 	 72	 5.35	 4.0
Undocumented Workers 	 74	 5.67	 6.5

Finance			 
Frequent Changes in Federal Tax Laws and Rules	 8	 3.15	 24.0
Cash Flow 	 13	 3.38	 17.6
Poor Earnings (profits) 	 14	 3.40	 22.5
Highly Variable Earnings (profits) 	 22	 3.73	 13.7
Real Estate Values	 29	 3.93	 16.1
Delinquent Accounts/Late Payments 	 46	 4.30	 10.5
Obtaining Long-Term (5 years or more)  

Business Loans 	 56	 4.81	 11.5
Bad Debts (not delinquencies) and/or Bankruptcies	 57	 4.83	 7.0
Obtaining Short-Term (less than 12 months  

or revolving) Business Loans 	 58	 4.86	 10.8
Interest Rates	 62	 4.99	 7.4
Credit Rating/Record Errors	 66	 5.10	 5.3

Information			 
Projecting Future Sales Changes 	 17	 3.54	 14.1
Finding Out about Regulatory Requirements 	 25	 3.78	 13.2
Cost of Outside Business Services, e.g., Accountants,  

Lawyers, Consultants	 34	 4.05	 8.4
Time Spent Shopping for Health Insurance	 36	 4.15	 12.5
Keeping Up on Business and Market Developments	 41	 4.22	 6.8
Obtaining Licenses, Permits, etc. 	 44	 4.25	 10.6
Locating Business Help When Needed 	 48	 4.43	 7.9
Using Computer(s), the Internet or New  

Technology Effectively	 50	 4.56	 7.6
Credit Rating/Record Errors	 66	 5.10	 5.3
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Table 4 continued

Importance of Small Business Problem by Problem Cluster

					     % “Critical”
		  Problem	 Rank	 Mean 	 Problem

Management			 
Cash Flow 	 13	 3.38	 17.6
Projecting Future Sales Changes 	 17	 3.54	 14.1
Fixed Costs Too High 	 19	 3.65	 14.9
Poor Sales	 26	 3.83	 18.4
Controlling My Own Time 	 35	 4.15	 11.7
Ability to Cost-Effectively Advertise 	 37	 4.15	 10.4
Pricing My Goods/Services 	 40	 4.21	 9.0
Keeping Up on Business and Market Developments	 41	 4.22	 6.8
Delinquent Accounts/Late Payments 	 46	 4.30	 10.5
Sales Too Dependent on Health of One Business  

or Industry 	 47	 4.33	 10.7
Locating Business Help When Needed 	 48	 4.43	 7.9
Training Employees	 49	 4.55	 5.6
Using Computer(s), the Internet or New Technology  

Effectively	 50	 4.56	 7.6
Handling Business Growth 	 55	 4.78	 4.3
Bad Debts (not delinquencies) and/or Bankruptcies	 57	 4.83	 7.0
Protecting Intellectual Property 	 67	 5.10	 4.7

Public Services/Responsibility			 
Finding Out about Regulatory Requirements 	 25	 3.78	 13.2
Obtaining Licenses, Permits, etc. 	 44	 4.25	 10.6
Anti-Competitive Practices, e.g., Price Fixing	 53	 4.76	 8.2
Traffic, Highways, Roads, Bridges	 59	 4.90	 7.4
Crime, including Identity Theft, Shoplifting, etc.	 60	 4.96	 6.2
Cyber Crime (viruses, hacking, etc.) 	 63	 5.00	 5.5
Protecting Intellectual Property 	 67	 5.10	 4.7
Winning Contracts from Federal/State/Local  

Governments	 69	 5.19	 7.5

Regulations			 
Uncertainty over Government Actions 	 4	 2.73	 35.1
Unreasonable Government Regulations 	 5	 2.76	 34.1
Frequent Changes in Federal Tax Laws and Rules	 8	 3.15	 24.0
Federal Paperwork	 15	 3.44	 18.3
State/Local Paperwork	 16	 3.53	 19.3
Dealing with IRS/State Tax Agencies	 20	 3.68	 16.2
Finding Out about Regulatory Requirements 	 25	 3.78	 13.2
Environmental Regulations	 27	 3.89	 16.8
Cost of Government Required Equipment/Procedures	 28	 3.90	 15.8
Health/Safety Regulations	 30	 3.93	 15.0
Obtaining Licenses, Permits, etc. 	 44	 4.25	 10.6
Hiring/Firing/Employment Regulations 	 45	 4.28	 10.1
Rules on Retirement Plans 	 51	 4.64	 7.7
Zoning/Land Use Regulations 	 54	 4.77	 8.8
Solid and Hazardous Waste Disposal 	 61	 4.96	 6.2
Undocumented Workers 	 74	 5.67	 6.5
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Table 4 continued

Importance of Small Business Problem by Problem Cluster

					     % “Critical”
		  Problem	 Rank	 Mean 	 Problem

Taxes			 
Federal Taxes on Business Income	 6	 2.86	 29.5
Tax Complexity	 7	 2.92	 28.8
Frequent Changes in Federal Tax Laws and Rules	 8	 3.15	 24.0
Property Taxes (real, inventory or personal property) 	 9	 3.18	 24.4
State Taxes on Business Income	 10	 3.21	 23.8
Federal Paperwork	 15	 3.44	 18.3
State/Local Paperwork	 16	 3.53	 19.3
Dealing with IRS/State Tax Agencies	 20	 3.68	 16.2
Unemployment Compensation 	 21	 3.72	 18.0
FICA (Social Security Taxes)	 24	 3.75	 13.8
Estate Tax 	 42	 4.23	 18.5
Rules on Retirement Plans 	 51	 4.64	 7.7

Technology			 
Telephone Costs and Service	 33	 4.05	 8.3
Keeping Up on Business and Market Developments	 41	 4.22	 6.8
Using Computer(s), the Internet or New  

Technology Effectively	 50	 4.56	 7.6
Protecting Intellectual Property 	 67	 5.10	 4.7
Competition from Internet Businesses  	 65	 5.10	 7.3
Access to High-Speed Internet	 73	 5.49	 7.0

The cluster achieving the most attention is “Taxes,” a change from 2008 when the top 
cluster was “Costs.” Five of the top 10 small-business problems appear in this cluster which 
include: “Federal Taxes on Business Income,” “Tax Complexity,” “Frequent Changes in Fed-
eral Tax Laws and Rules,” “Property Taxes,” and “State Taxes on Business Income.” This rise 
in importance reflects the pressure on small-business owners to comply with more complex 
and costly federal and state tax systems.

“Regulations” is the second most important problem cluster. The paperwork, costs and 
compliance of frequently changing regulations are serious problems for a large number of 
small-business owners. The top ranked items in this category are: “Uncertainty over Govern-
ment Actions,” “Unreasonable Government Regulations,” “Frequent Changes in Federal Tax 
Laws and Rules,” “Federal Paperwork,” and “State/Local Paperwork.” All of these problems 
represent the owner’s time and out-of-pocket-costs. The first three problems listed fall within 
the top 10 most severe problems.

The cluster “Costs” fell in importance from 2008 mostly due to the easing of interest 
rates. “Interest Rates” fell 30 points in the ranking from 32nd in 2008 to its current position of 
62nd. The “Cost and Availability of Liability Insurance” also eased in severity moving 10 posi-
tions from 13th to 23rd. “Cost of Health Insurance” though kept it from sliding further as it 
remains the most severe business problem for small-business owners. 

“Finance” is fourth on the list in cluster importance. This cluster moved up two positions 
from 2008. Although “Interest Rates” fell 30 points in the overall ranking, “Frequent Changes 
in Federal Tax Laws and Rules,” “Obtaining Long-Term (5 years or more) Business Loans” 
and “Obtaining Short-Term (less than 12 months or revolving) Business Loans” moved up the 
ranking a combined 38 positions. 

The “Employees” cluster lost importance over the last four years falling from second to 
fifth position. The recession forced many small-business owners to reduce their number of 
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employees due to weak sales and it also reduced the number of owners hiring. This shift in the 
labor market temporarily eased the severity of employment-related problems. As the recovery 
continues, these problems will likely become more important to owners as the labor market 
becomes more competitive.

The “Information” cluster ranks sixth out of 10 business clusters, a two-position increase 
from 2008. Most of the problems in this category moved only slightly in rank between 2008 
and 2012 with the exception of “Finding Out about Regulatory Requirements.” This problem 
moved from 38th position in 2008 to its current 25th ranking. Locating information about 
regulatory requirements is increasingly difficult for small-business owners as the number of 
regulations has increased over the past four years. Small-business owners are spending more of 
their time trying to navigate agency websites and other resources to figure out which regula-
tions affect their business and how to comply with them. 

“Management” is the seventh-ranked cluster. Ten (10) of the 16 problems in this category 
rank in the bottom half of the listed 75 problems. Only three problems are in the top 20. 
These include “Cash Flow,” “Projecting Future Sales Changes” and “Fixed Costs Too High” 
which rank 13th, 17th and 19th respectively. 

The “Competitors/Competition/Markets” cluster fell two positions in cluster impor-
tance from sixth in 2008 to eighth. Problems in this cluster are some of the least severe 
on the list for small-business owners with the exception of “Uncertainty over Economic 
Conditions” and “Projecting Future Sales Changes” which rank second and 17th in the list 
of 75 problems. Five of the problems in this category range from 65th to 75th position. Most 
small-business owners ranked these problems low because they either do not engage in 
these activities or are not affected by these markets which include: “Exporting My Prod-
ucts/Services,” “Winning Contracts from Federal/State/Local Government,” “Competi-
tion from Imported Products,” “Protecting Intellectual Property,” and “Competition from 
Internet Businesses.” 

In ninth place is “Technology.” No problem in this category ranks higher than 33rd and 
fewer than 9 percent of owners find any of these issues critical. “Telephone Costs and Ser-
vices” leads as the most severe problem in the cluster. It ranks 33rd overall and is critical for 8 
percent of small-business owners. Small-business owners seem to have most of their technol-
ogy needs met and have adequate skills to use them. 

The cluster of least importance is “Public Service/Responsibilities.” Problems in this cat-
egory are more annoyances than problems. Only a small percentage of owners find any to be a 
critical problem in running their business. Problems that do affect the owner’s time and mar-
ginal costs include: “Obtaining Licenses, Permits, etc.,” “Traffic, Highways, Road, Bridges,” 
and “Cyber Crime (viruses, hacking, etc.).”

Changes in Problem Rankings Over Time
The series of eight Problems and Priorities surveys span 30 years from 1982 to 2012. The U.S. 
economy has experienced a wide range of business conditions during this period which result 
in significant shifts in problem severity. Some problems became less and some more important 
over time due to business cycles, technology and general changes in the economy. 

Four of the eight surveys were either conducted during or directly following an economic 
recession. NFIB conducted the first publication in 1982, at the end of the century’s second 
most severe recession at that time. The 1991 survey found itself in a similar position but five 
months after a more modest recession. The 2008 survey was conducted at the beginning of the 
most recent recession and the 2012 survey was conducted almost three years into its recovery. 
The 2008 and 2012 surveys are notable in that they occurred during and in the wake of the 
most severe recession since the Great Depression. 

The four remaining surveys conducted in 1986, 1996, 2000 and 2004 occurred in rela-
tively strong economies. The shifts in problem rankings over time provide insight into how 
owners react to business cycles. While the timing of the surveys is not in exact step with the 
major shifts in the economy, they are close enough to make some general observations on the 
changes in owners’ assessments during the various business cycles.     
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Table 5 presents all evaluated problems in each of the eight surveys in rank order. The 
majority of listed problems in the survey have remained consistent over the survey’s 30-year 
history. However, occasionally problems found to be uninteresting are replaced with more 
topical ones. For instance, this survey introduced social media and real-estate values as they 
have become more prevalent issues to owners in operating their small business. On the other 
hand, “Getting Useful Business Information” was eliminated from the list as it elicits little to 
no interest. The access and speed available for most small-business owners to gather informa-
tion on-line left this problem virtually irrelevant over the last 20 years. Wording modification 
also appears for some problems to help with clarification. 

A.	 Business Cycle
The problem areas most closely related to business cycles are sales, financing and employ-
ment. During a recession sales and financing generally increase in problem severity while em-
ployment issues generally become less of a problem. The pattern is reversed during times of 
economic expansion. Sales and employment problems illustrate these patterns more clearly 
than financing. Problems related to financing have generally eased over time as lending have 
become more standardized with the advent of credit scoring and financial services deregula-
tion, and the cost of borrowing has decreased sharply. 

In recessionary conditions, “Poor Earnings (profits)” and “Poor Sales” generally worsen. 
Chart 4 shows how they both loosely track the economy’s expansion and recession periods of 
the past 30 years. Beginning with the 1982 survey and moving forward, the rankings of the 
former are 9th, 14th, 13th, 22nd, 20th, 12th, 14th and most recently 14th. “Poor Earnings (profits)” 
eased in severity in 1991 and 1996 during more prosperous years but has increased in severity 
recently in response to the recession.

Chart 4 
Poor Sales and Poor Earnings, 1982 - 2012
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The rank of “Poor Sales” follows a similar pattern. Over the past eight surveys it has 
ranked 29th, 27th, 26th, 48th, 50th, 33rd, 35th, and 26th in 2012. The dramatic increase in severity 
over the last four years illustrates the magnitude of the recession. While its current ranking 
is the same as it was in 1991, a more mild recession, it is significantly above the expansionary 
years of 1996 and 2000. “Projecting Future Sales Changes” also seems to be more of a burden 
in recessions versus expansions. Beginning in 1982, the problem ranked as follows: 10th, 22nd, 
21st, 27th, 26th, 25th, 20th and its current 17th position. Again, the problem was less severe in the 
expansion editions and more burdensome during the recessions.  

Two other business cycle-related problems are “Obtaining Short-Term (less than 12 
months or revolving) Business Loans” and “Obtaining Long-Term (more than 5 years or more) 
Business Loans,” both shown in Chart 5. The ranking over time for the former are 45th, 54th, 
53rd, 62nd, 67th, 69th, 72nd and most recently 58th. The latter ranked 38th, 44th, 46th, 63rd, 66th, 
68th, 73rd and now 56th. While both problems have generally declined in problem severity over 
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the years, small-business owners have recently found them to be more difficult in the current 
recession. This recent shift is likely due to the unique characteristics of the financial crisis and 
not the recession itself as the secular decline has erased much of the cyclical influences. 

Chart 5 
Obtaining Short-Term (less than 12 months or revolving) Business Loans, 

Delinquent Accounts/Customer Financing and Interest Rates, 1982 – 2012 
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Employment issues show the clearest business cycle pattern as owners often struggle to 
find and retain employees in strong economies and less so in economic downturns. Problems 
and Priorities contains three major employment-related problems: “Locating Qualified Work-
ers,” “Finding and Keeping Skilled Employees” and “Employee Turnover.” “Locating Quali-
fied Employees” ranks as follows over the last eight surveys: 15th, 23rd, 20th, 11th, 3rd, 11th, 12th, 
and 32nd. “Keeping Skilled Employees,” or employee retention, ranked 52nd in 1982, then 
36th, 35th, 29th, 19th, 28th, 17th, and currently 38th. And since 1986, the problem of “Employee 
Turnover” ranked 52nd, 56th, 47th, 43rd, 53rd, 51st, and 72nd in 2012. 

 
Chart 6

Locating Qualified Employees, Finding and Keeping Skilled 
Employees and Employee Turnover, 1982 - 2012
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B.	 Problems Increasing in Importance
“Competition from Internet Businesses,” while still ranked near the bottom of the list is 
slowly increasing in problem severity. The problem was first introduced in 2000, debuting at 
71st. The following editions have it ranked 73rd, 69th and its current position of 65th. The pro-
liferation of Internet retailers, business websites and easy to use online payment options has 
clearly affected owners’ assessment of this problem in the last 12 years. 

Small-business owners are also increasingly burdened by higher minimum wage costs. 
This problem was introduced in 1986 where it ranked 63rd. It has moved 11 positions over the 
last 26 years to its current 52nd position. The federal minimum wage has increased seven times 
over this period from $3.35 to its current rate of $7.25.18 Increasing state and local minimum/
living wage rates also contribute to the higher ranking. 

Lastly, the “Cost of Supplies” also increased in problem severity, gradually moving eight 
positions up the ranking, mostly since 1996. The problem ranked 19th, 16th, 18th, 19th, 17th, 
14th, 8th and is now 11th. Coincidentally, the timing of this survey’s data collection and the data 
collection of the 2008 survey occurred during months of increased inflation rates, followed 
by significant declines in inflation soon after (mostly due to gasoline prices).19 Given current 
inflation conditions, the problem would likely rank lower. 

C.	 Problems Decreasing in Importance
Two employee-related problems have declined in importance over the years; “Training Em-
ployees” and “Hiring/Firing/Employment Regulations.” The decline in rank for both problems 
is likely due to the increase in employment resources. Consultants, how-to guides, online sup-
port and other related services and training programs are increasingly available for employers 
who have questions and/or concerns regarding employment issues. “Training Employees” has 
gradually declined in importance since 1982 from a ranking of 22nd to its current 49th position. 
The years in-between ranked the problem 31st, 36th, 33rd, 38th, 37th and 41st. Owners seem 
increasingly interested in hiring people with the necessary job skills instead of investing in 
on-the-job training. The ranking of “Hiring/Firing/Employment Regulations” which was intro-
duced in 2000 follows a similar pattern as it ranked 32nd, 38th, 42nd and 45th. 

Three cost-related problems have also seen notable declines in severity. These include 
“Telephone Costs and Services,” “Physical Facilities Cost, such as Rent/Mortgage/Main-
tenance” and “FICA (Social Security taxes).” The evolution of telephone communications 
is staggering. New technologies allow owners a host of services and price options for their 
business including the traditional phone line, mobile, or remote services. Over the last 
eight surveys, “Telephone Costs and Services” ranked 4th, 5th, 15th, 18th, 15th, 16th, 24th and 
currently 33rd. “Physical Facilities Costs, such as Rent/Mortgage/Maintenance” has also 
declined in importance, falling 25 positions since 2000. This problem ranked 14th, 29th, 
33rd and is currently 39th. Owners seem better able to find reasonably priced options for 
their business location due to lower real estate prices, historically low interest rates, and 
competitively priced rental options. “FICA (Social Security taxes)” remains a top 25 prob-
lem for small-business owners but has declined in importance over recent years, replaced 
by more onerous tax-related problems. Introduced in 1991, this problem has declined 19 
positions from its highest ranking. The problem ranked 6th, 5th, 5th, 13th, 19th and 24th. The 
change in rank from the 2008 survey to the current is likely due to a temporary 2 percent-
age points Social Security tax rate reduction for both employees and the self-employed. 
The tax cuts are set to expire at the end of 2012.20 

18	 United States Department of Labor, Wage and Hour Division, http://www.dol.gov/whd/minwage/chart.htm, 

Accessed May 15, 2012.

19	 The percent changes in CPI for All Urban Consumers from February to May 2012 was 0.4 (Feb.), 0.3 (Mar.), 

0.0 (Apr) and -0.3 (May).  http://www.bls.gov/news.release/cpi.nr0.htm. Accessed June 16, 2012.

20	 http://www.ssa.gov/oact/progdata/taxRates.html. Accessed June 19, 2012.
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Finally, “Delinquent Accounts/Customer Financing” is another problem of declining 
importance. Since 1982, this problem ranked 16th, 21st, 28th, 40th, 44th, 34th, 45th and is cur-
rently 46th. While the recession exacerbated this problem for some small-business owners, 
it appears the problem is easing according to NFIB’s Small Business, Credit Access, and a 
Lingering Recession survey.21 But over the years, the increase in financing options, including 
the proliferation of credit cards, has alleviated many payment problems previously faced by 
small-business owners, including the need to extend credit.

Problems and Priorities for 
Small-Business Classifications

Small businesses are diverse. Owners assess business problems based on 
their unique set of circumstances and business characteristics. Chap-
ter 2 of Problems and Priorities presents problem ranking by groups 
within selected classifications of small businesses and their owners. 

The selected business classifications picked for the survey represent the most widely used 
classifications and a few that are unique. The classifications include: legal structure, size, in-
dustry, sales change, primary customer, years of ownership, number of owners and geography. 

Legal Form of Business 
Small-business owners legally structure their business in one of five ways: as a sole propri-
etor, partnership, S-corporation, C-corporation or a limited liability company (LLC). The 
five forms of business generally attract distinct groups of businesses that benefit from their 
legal structure. The main factors that distinguish one form of business from another are how 
they are taxed, liability exposure, formality and ownership control. A sole proprietor is the 
simplest form of business structure. It is the easiest to set up and generally the least expen-
sive option. A C-corporation on the other hand is a more formal and costly option, but offers 
more risk and liability protection for the owner(s). The legal form of business is often associ-
ated with the size of firm and number of owners. Sole proprietors and partnerships tend to 
have fewer employees than the other three forms and that is reflected in the ranking of many 
employee-related problems. 

Most problems vary little across the five legal forms of business categories. Those that do 
are mostly employment and energy-related. Tax and regulatory-related problems are similarly 
ranked across most legal categories. Sole proprietors and partnerships assessed both “Cost of 
Electricity (rates)” and Energy Costs, except Electricity as more severe problems than the 
other forms of business. The difference in rank is likely due to the heavy influence of agricul-
ture in these two legal designations. Energy Costs, except Electricity ranks number one for 
proprietorships and third for partnerships. It ranks fifth for C-corporations and seventh for 
both S-corporations and LLCs. “Cost of Electricity (rates)” follows a similar pattern ranking 
ninth for proprietorships, 13th for partnerships, 16th for C-corporations and 18th for both S-
corporations and LLCs. 

21	 “Small Business, Credit Access, and a Lingering Recession,” William J. Dennis, Jr. , NFIB Research Foundation, 

Washington, D.C., January 2012. http://www.nfib.com/research-foundation/surveys/credit-study-2012. 
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The majority of employment issues are less problematic for owners of sole proprietors and 
partnerships as they tend to have fewer employees. “Unemployment Compensation” ranks 
40th and 38th for proprietorships and partnerships respectively and ranks in the mid-teens for 
C-corporations, S-corporations and LLCs. The same disparity is shown with “Workers’ Com-
pensation” which ranks in the 30s for proprietorships and partnerships but in the low-teens for 
the other three forms of business due to their tendency to be larger firms with more complex 
payrolls. “Locating Qualified Employees” follows a similar pattern as it ranks 44th for propri-
etorships, 43rd for partnerships, 31st for C-corporations and 27th for both S-corporations and 
LLCs. “Time Spent Shopping for Health Insurance” is also more problematic for C-corpora-
tions, S-corporations and LLCs as they rank it 34th, 28th and 28th respectively. Proprietorships 
rank it 45th and partnerships rank it 47th. The percent of owners who offer health insurance 
increases significantly by firm size and those who offer are more apt to shop. 22, 23

“Obtaining Licenses, Permits, etc.” are also more problematic for proprietorships and part-
nerships than the other three business forms. The difference in ranking is likely due to the lack 
of staff for the former to help navigate the appropriate state and local permitting agencies. The 
owners’ of larger businesses generally delegate these tasks to someone else. The rankings of 
the “Estate Tax” by legal form also show notable differences. This problem is most severe for 
partnerships (ranking 20th) followed by proprietorships which rank it 31st. C-corporations find 
it less of a problem at 42nd followed by S-corporations and LLCs both ranking it 43rd. Owners 
of more complicated business structures may have an advantage in estate tax planning as they 
are likely to rely more on CPAs and tax advisors. Agricultural-related businesses are also heavily 
affected by this problem and disproportionately populate the former two legal designations.  

Employee Size of Business
Employee size of business is one of the most notable differentiating characteristics of small firms. 
The two areas that show the most variation in rank are those related to cost and employees. Cost-
related problems disproportionally affect smaller businesses more than larger ones due to econo-
mies of scale. Smaller businesses lack the purchasing power of larger businesses and are less able 
to absorb business costs. For example, Energy Costs, except Electricity and “Electricity (rates)” 
are much more of a burden for the smallest compared to the largest, small businesses. 

The “Cost of Supplies/Inventories” is an example of economies of scales where smaller 
businesses do not have the purchasing power of their larger counterpart and it is reflected in 
their assessment of the problem. Owners with no employees rank it eighth and those with 
more than 100 employees rank it 45th. 

The problem “Zoning/Land Use Regulations” is unique in that a 20-point difference in 
rank appears between businesses with no employees and those with employees. It ranks 37th for 
those with no employees and ranges from 57th to 59th for those with employees. A likely cause 
is that many non-employers are home-based. Local zoning ordinances often restrict or even 
prohibit business activity in residential areas and is therefore a larger problem for this group. 

“Real Estate Values” follow a similar pattern as this problem ranks 15th for owners with no 
employees and 45th for those with 100 or more. The ranking for those categories in-between 
ranges from 24th to 45th. There are a number of potential explanations for the drop in impor-
tance with larger businesses. It might be the case that more, smaller-business owners use their 
home as collateral to access credit. Accessing credit is more difficult for owners in depressed 
housing markets. Larger businesses likely own more assets to use as collateral for borrowing 
purposes. Another possible factor might be that the type of industries most affected by real 
estate values are typically those with fewer employees. These industries include construction 
and real estate agents.     

22	 Thirty-two (32) percent of small businesses with 1-9 employees offer health insurance compared to 61 percent 

of owners with 10-25 employees. Department of Health and Human Services, op. cit.

23	 Purchasing Health Insurance, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Founda-

tion, Vol. 7, Iss. 3, 2007. Also available online at http://www.411sbfacts.com/files/purchasinghealth.pdf.
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The severity of employment issues is also associated with firm size. Larger businesses find 
employment problems much more burdensome than smaller ones; and both find them far 
more burdensome than non-employers.  The problem with the most dramatic rank difference 
by firm size is “Workers’ Compensation.” Owners with 1-4 employees rank it 25th compared 
to those with more than 100 employees who rank it eighth. “Unemployment Compensation” 
follows a similar pattern. It ranks 29th for owners with 1-4 employees and 14th for those with 
100 or more employees. The problem is most burdensome for owners with 50-99 employees, 
ranking eighth. “Employee Turnover” is also of little concern for the smallest employers as 
those with 1-4 employees rank it 73rd and 71st for those with 5-9 employees. Businesses with 
more than 10 or more employees find it more difficult. Owners with 10-19 employees rank it 
66th and it gradually increases in severity to 42nd position for owners with 100 or more employ-
ees. “Health/Safety Regulations” are also more burdensome for larger businesses than smaller 
ones. The smallest businesses are often exempt from many federal and state health and safety 
regulations depending on the industry. For instance, most small businesses with less than 10 
employees are exempt from workplace injury and illness record-keeping requirements. The 
same theme is true for “Cost of Government Regulations.” The smallest businesses are often 
exempt or face lesser standards, and the regulatory burden generally increases with the number 
of employees.

Many of the problems at the top of the list vary little by firm size including “Cost of 
Health Insurance,” Uncertainty over Economic Conditions,” “Uncertainty over Government 
Actions” and “Federal Taxes on Business Income.” These problems generally affect all size 
businesses more or less equally. 

Industry
Industry is also one of the most popular classifications to use in analyzing small business (Table 
8). Each industry experiences its own set of problems based on their unique industry charac-
teristics. Characteristics are related to labor, land use, market, etc. 

Economic conditions can magnify these differences. This is especially true in light of the 
recent recession. While few industries emerged unscathed from the financial crash in 2008, 
some industries were more affected than others. Businesses tied to the housing industry 
felt the strongest economic shocks which are reflected in their ranking of economic-related 
problems. This is most evident with problems related to sales. The ranking of “Poor Sales” 
vary from 17th in retail and 18th in construction to 55th in agriculture. The ranking of “Poor 
Earnings” varies from eighth in retail and construction to 22nd in agriculture and transporta-
tion/warehousing. 

Employee issues also yield industry differences in problem severity. These differences are 
generally related to labor intensity and the level of skills required for the majority of positions 
within the business. For example, the ranking of “Finding and Keeping Skilled Employees” 
ranges from 51st in agriculture to 33rd in transportation/warehousing. “Locating Qualified Em-
ployees” follows a similar pattern ranging from 49th in agriculture to 24th in manufacturing. 

A.	A griculture, Forestry and Fishing 
Owners of agriculture-related businesses rank many of the 75 listed problems very differently 
than the overall population. Most of the variance in problem ranking between these businesses 
and the rest of the population are structural in nature, but others reflect the impact of the reces-
sion. Agriculture-related businesses, especially farmers, weathered the recession better than the 
overall small-business population. Many agriculture commodities including grains, dairy and cat-
tle are experiencing record or near record high prices as international demand for food increases.

The structural differences between agriculture-related businesses and most others are its 
use of land and capital intensive equipment. This group also differs in that their products are 
more dependent on international markets than most businesses in other industries with the 
exception of manufacturing. The variation in ranking for these structural-related problems 
remains fairly consistent throughout previous editions. 
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The problem with the largest variation from the overall population is the “Estate Tax.” It 
ranks 42nd overall and ninth for the industry. The ranking fell two positions from seventh in 
2008 but increased in the percent who think it is a critical problem, from 33 percent to 37 
percent. Much of the difference 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 spend 
time and money in estate planning to help prepare for the transfer of assets.  

“Traffic, Highways, Roads, Bridges” follows with a 29-point ranking difference between 
the industry and overall population. Agriculture-related businesses rank this problem 30th 

compared to 59th overall. Transporting their products within the United States is an important 
and often difficult component to their business. Road expansion in many parts of the United 
States has not kept up with increased traffic causing major congestion especially on the east 
and west coasts.     

Regulations create a fair amount of consternation for small-business owners in general. 
But owners in this industry find “Environmental Regulations” particularly burdensome com-
pared to the overall population. Agriculture-related industries rank this problem fifth, five 
positions higher than its 10th position in 2008. Thirty-eight (38) percent of owners in this 
industry find it a critical problem compared to 17 percent in the overall population. “Zoning/ 
Land Use Regulations” also ranks more difficult among the industry than the overall popula-
tion, ranking 26th for them and 54th overall. 

The agriculture industry is heavily influenced by international markets and trade. The two 
related problems in the list “Competition from Imported Products” and “Exporting My Prod-
ucts/Services” are more difficult for this industry than the overall population. “Competition 
from Imported Products” ranks 68th overall, but 41st for the industry. It is a critical problem 
for 14 percent. “Exporting My Products/Services” ranks last for the overall population but 
58th for the industry.

The recession affected all industries but not equally. Agriculture-related businesses ap-
pear to have fared better than most. “Poor Sales” and “Poor Earnings (profits)” illustrate this 
difference. “Poor Sales” ranks 26th overall and 55th for the industry. “Poor Earnings (profits)” 
ranks 14th overall and 22nd for the industry. “Delinquent Accounts” and “Bad Debts” are also 
less burdensome for the industry than the overall populations, because they typically sell their 
products in highly liquid markets.

B.	 Construction
The construction industry found itself at the epicenter of the current recession. The combi-
nation of a slowing economy, over-supply of housing, and complex financial products helped 
create the second worst recession in U.S. history. Typically, construction helps lead eco-
nomic recoveries, but due to the unique origins of this recession, construction continues to 
lag the population. 

“Delinquent Accounts” and “Bad Debts” are more burdensome for the industry than the 
population. “Delinquent Accounts” ranks 46th overall and 31st for the industry. A larger per-
cent of construction owners find this problem critical (15 percent) than in any other industry 
category. “Bad Debts” ranks 57th overall and 49th for the industry. “Poor Earnings” is also more 
burdensome for the industry than the overall population as it ranks eighth versus 14th. The 
problem is critical for 27 percent of construction owners. The related problem of “Poor Sales” 
ranks 18th for the industry and 26th overall. 

The problem with the largest variance in ranking is “Winning Contracts from Federal/
State/Local Governments.” This problem is generally ranked more burdensome for con-
struction owners than those in other industries, but even more so now than in previous edi-
tions. In response to the recession, the federal government tried to stimulate the economy 
in part by funding large infrastructure projects across the country,  providing opportuni-
ties for construction companies to bid on projects. However, it appears small construction 
companies find that winning contracts on these projects difficult. The overall population 
ranks this problem 69th compared to its 43rd industry ranking. In 2008, construction owners 
ranked it 61st. 
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C.	M anufacturing
The manufacturing industry suffered greatly at the onset of the recession, but has since recov-
ered faster than most other industries. The federal government posted enormous bailouts for 
the auto industry as car sales fell dramatically from 2008-2009. Since then, auto sales have 
improved and many manufacturing sectors are benefiting from increased exports. Both “Poor 
Sales” and “Poor Earnings (profits)” rank four positions lower than the overall population. 

The pattern of problems for owners of small manufacturing firms remains similar to that 
of the general population with two major exceptions, labor and trade related problems. The 
problem with the greatest variation between the industry and overall population is “Competi-
tion from Imported Products.” It ranks 68th overall and 40th for the industry. The industry 
ranking is 13 positions lower than its 27th ranking in 2008. 

Employment regulations generally cause heightened stress among manufacturing owners 
compared to owners in other industries. “Hiring/Firing/Employment Regulations” ranks 45th 

overall and 32nd for the industry. “Mandatory Family or Sick Leave” ranks 64th overall and 53rd 
for the industry. This is the highest ranking for this problem across industries. “Health and Safe-
ty Regulations” ranks 30th overall, 20th for the industry, and is critical for 18 percent of them. 

D.	W holesale Trade
The variation in problem ranking between owners in the wholesale trade industry and the 
overall population generally involves two areas: payment and competition. The largest differ-
ence in problem ranking is “Delinquent Accounts/Customer Financing.” This problem is con-
siderably more important to small wholesalers as it ranks 26th for the industry and 46th overall. 
Hard-pressed retailers continue to stretch their payables to cope with weak sales, forcing more 
delinquent accounts onto their wholesalers.  

Industry competition is also more burdensome for small wholesalers than others. All three 
competition-related problems are more burdensome for this industry than the overall popu-
lation. “Competition from Internet Businesses” ranks 65th overall and 47th for the industry. 
“Competition from Imported Products” ranks 68th overall and 49th for the industry. And fi-
nally, “Competition from Large Businesses” ranks 31st overall, 14th for the industry, and criti-
cal for 19 percent of them. 

E.	R etail
The most distinguishing problem between retailers and the general population is the Internet. 
The Internet creates opportunities and obstacles for small retailers. It broadens the consumer 
base for many of them who choose to advertise and/or sell online, but increases competition 
with larger and/or Internet-based businesses that tend to have more sophisticated websites. 
Online retail is becoming increasingly popular for standardized, branded products easily mar-
ketable in this medium including books, music and electronics. Other products requiring more 
hands-on evaluation are less popular for online shopping. Consumers are more comfortable 
purchasing online and many retailers are adapting to these new consumer demands for easy, 
reliable online purchasing. Retailers also have to compete with new mobile Internet applica-
tions that allow shoppers to compare product prices by scanning bar codes from items of inter-
est in retail stores. The ability to compare prices and navigate dozens of stores online presents 
new challenges and opportunities for small retailers. Internet sales still account for only a 
fraction of total retail sales, but is growing. Internet sales increased from 1 percent in 2000 to 
5 percent in 2012.24 Accordingly, it has risen in importance for small retailers, moving up 20 

24	 Quarterly E Commerce Report, Retail Indicators Branch, U.S. Census, 2000-2012. http://www.census.gov/

retail. Purchasing Health Insurance, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research 

Foundation, Vol. 7, Iss. 3, 2007. Also available online at http://www.411sbfacts.com/files/purchasinghealth.

pdf. Business Structure, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, 

Vol. 4, Iss. 7, 2004. Also available online at http://www.411sbfacts.com/files/bizstructurepoll[1].pdf.
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positions in the last eight years. In 2004, it ranked 52nd and was critical for 11 percent of small 
retailers. In the current edition, it ranks 32nd and is critical for 17 percent of them. Its current 
rank of 32nd is 33 positions removed from the general population. 

Small retailers also struggle to compete with their larger counterparts. “Competition from 
Large Businesses” ranks 16th for the industry and 31st for the population. Large retailers enjoy 
the benefits of scale economies and are able to sell products at a lower cost than most small 
businesses. Smaller firms often make up the competitive difference with more tailored and 
attentive customer service. 

Two advertising-related problems also show large deviations from the general population. 
“The Ability to Cost-Effectively Advertise” and “Using Social Media to Promote Business 
(Facebook, Twitter, etc.)” both are greater problems for small retailers compared to the over-
all population. The industry ranks the former 18th compared to 37th overall and the latter, 57th 
compared to 70th overall. 

F.	T ransportation/Warehousing
The problem with the largest rank difference from the general population in transportation/
warehousing is “Traffic, Highways, Roads, Bridges.” This problem ranks 59th overall, 23rd for 
the industry and is critical for 20 percent of them. Interestingly, traffic-related issues appear 
to have improved since 2008 when it ranked ninth for the industry and was critical for 30 per-
cent of them. The American Recovery and Reinvestment Act of 2009 was passed in an effort 
to help stimulate the economy in part through spending $25 billion on highway improvement 
projects across the country.25 It may be the case that this industry is starting to feel its affects? 
Also, many in this industry could have been anticipating the passage of the $105 billion, two-
year highway bill that eventually passed Congress in June 2012.

Other notable differences in rank include “Costs and Frequency of Lawsuits/Threatened 
Lawsuits” and “Employee Turnover.” Both differ by 13 positions from the general population 
from 71st to 58th for the former and 72nd to 59th for the latter. Also worth mentioning, this 
industry category appears to have weathered the recession better than many other industries. 
“Poor Sales” ranks 48th for the industry and 26th overall, a much better position from four 
years ago when it ranked 29th.  

G.	F inance, Insurance, Real Estate, Rental
The recession is closely linked to the financial and real estate industries. The collapse of the 
real estate market in 2008 implicated owners of small financial services firms, including insur-
ance brokers, real estate firms and mortgage servicers. However, the problems with the largest 
rank differences from the general population reflect the unique characteristics of the industry 
rather than their unique ties to the recession, with one exception, “Real Estate Values.” Not 
surprisingly, this industry ranks “Real Estate Values” 19 positions higher than the general 
population. It ranks 29th overall, 10th in the industry and is critical for 24 percent of them. 

“Competition from Internet Businesses” holds the largest difference in rank between the 
industry and the general population. This problem ranks 28th in the industry and 65th overall. 
Problems associated from Internet competitors has increased since 2008 when it ranked 36th and 
the percent who find it critical almost doubled from 7 to 12 percent. The proliferation of the 
Internet is clearly making its mark in this industry. Tax preparation software programs and other 
financial programs online perform many services once controlled by small financial service firms. 

Several other problems rank significantly higher in the financial services industries than 
the general population. The “Costs and Frequency of Lawsuits/Threatened Lawsuits” ranks 
38th in the industry and 71st overall. The financial crisis sparked a litany of lawsuits and threat-
ened lawsuits against businesses in this sector. But as these lawsuits move through the courts 
and fewer cases are introduced, the difference in severity will likely moderate. There is also 
concern about rapidly changing technology and cyber-crime in this sector. “Cyber Crime  

25	 http://www.recovery.gov/Transparency/fundingoverview/Pages/default.aspx. Accessed June 18, 2012.

67
  

| 
 S

m
al

l B
us

in
es

s 
Pr

ob
le

m
s 

&
 P

ri
or

it
ie

s

www.nfib.com/pnp2012

http://www.recovery.gov/Transparency/fundingoverview/Pages/default.aspx


(viruses, hacking, etc.)” ranks 34th for the industry, but 63rd overall. Financial information is 
often a target for those interested in identity theft which continues to be a thriving market. 
The “Ability to Cost-Effectively Advertise” is also more burdensome for owners in this sector 
than the general population. This problem ranks 12th for the industry and 37th overall. Owners 
in this sector find the related problem “Using Social Media to Promote Business (Facebook, 
Twitter, etc.)” also more burdensome as it ranks 70th overall and 51st for this sector. 

H.	 Professional Services
The professional services sector includes legal, engineering, management, accounting, advertis-
ing, architectural, private education, health services and social assistance services. The most 
notable difference between these industries and the general population is the “Delinquent 
Accounts/Customer Financing” problem. Owners in this sector have a much harder time in 
getting paid and is reflected in their ranking of the problem. The problem ranks 47th overall, 
15th for the industry and 15 percent find it critical. 

“Dealing with IRS/State Tax Agencies” ranks 20th overall and 11th for the industry. “FICA 
(Social Security taxes)” ranks 24th overall compared to 13th for owners in this sector. Owners 
in this sector also have more difficulty “Controlling My Own Time” as this problem ranks 35th 
overall and 23rd in the industry. 

I.	N on-professional Services
The non-professional services industry includes a wide range of business types including repair 
services, barber shops, fitness trainers, parking services, and miscellaneous personal services. It 
also includes restaurants, motels, and temporary help agencies. The common thread between 
these industries is that they are labor-intensive type businesses. This sector generally follows 
the ranking of the overall population with a few notable exceptions.

 The “Ability to Cost-Effectively Advertise” holds a 17 point difference between the 
industry and general population, 20th compared to 37th overall. Customers of these businesses 
are typically the general public. Advertising for such a broad demographic is clearly a challenge 
for many as 14 percent find it a critical problem. The second most divergent problem is “Inter-
est Rates.” This ranks 62nd overall but 49th for the industry. 

Lastly, “Solid and Hazardous Waste Disposal” ranks more difficult for those in this sec-
tor compared to the general population, ranking 61st compared to 50th. Owners of auto repair 
shops, dry cleaning, gas stations, and lawn services, all falling in this industry classification, are 
disproportionally burdened with related EPA regulations than those in most other industries. 

Sales Change
The economic recovery evades many small-business owners as sales volumes continue to lag 
prerecession levels. About half of small-business owners experienced a decline in sales over the 
last three years, far more than in previous surveys. Not surprisingly, many problem rankings for 
this group are notably different compared to those with positive sales changes. Owners with 
declining sales also find most problems more burdensome than those with increased sales. Sales 
growth seems to ease most problems, while declining sales intensifies them. For example, both 
owners with sales declines of less than 10 percent and those with increases of 25-49 percent 
rank the “Cost of Health Insurance” as their most severe problem but 52 percent of those with 
declining sales find it critical compared to 43 percent of the increased sales category. Table 9 
examines small-business problems by average sales change over the past three years. 

The ranking of “Poor Earnings (profits)” and “Poor Sales” differentiate firms with declin-
ing sales from those with sales growth over the past three years. The former ranks third and 
the latter sixth compared to 14th and 26th for the overall population. By contrast, these two 
problems rank 43rd and 56th respectively for those with sales increases of 50 percent or more. 
Nearly 42 percent of owners in the highest sales decline category find “Poor Earnings (prof-
its)” and 37 percent find “Poor Sales” a critical problem. 
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“Sales Too Dependent on Health of One Business or Industry” is also more severe among 
owners with declining sales ranking it 35th compared to 52nd for those with sales increases of 
less than 10 percent. 

While the problem “Uncertainty over Economic Conditions” ranks in the top five for 
each average sales change category, the percent of owners who find it a critical problem varies 
greatly. Nearly 52 percent of owners who experienced the most decline in sales change find 
this problem critical compared to 24 percent of owners who experienced 25 to 40 percent 
increases in sales over the last three years. 

Problems associated with state and local government affect newer firms more severely 
than the rest, including “State Taxes on Business Income” and “State/Local Paperwork.” The 
former ranks fourth for newer firms and 10th overall, while the later ranks ninth and 16th 
respectively. “Obtaining Licenses, Permits, etc.” is another problem which ranks higher for 
newer firms, 28th for the group and 44th overall. It is also more problematic for fast growth 
firms, those with sales increases of more than 50 percent in the last three years where it ranks 
33rd. Small-business owners of newer and fast growth firms must navigate the permit process 
which is often complicated and time consuming, especially for those in high growth firms 
where time is of the essence. The problem becomes less burdensome for those familiar with 
the process, if not still an annoyance. 

The cost and availability of financing are also more difficult for newer firms as interest 
rates ranks 35th for the group and 62nd overall. “Obtaining Long-Term (5 years or more) Busi-
ness Loans” ranks 36th for newer firms and 56th overall. Banks are generally more reluctant to 
lend to newer firms as they pose higher risks than more established ones.  

A few problems increase in importance with sales growth including “Handling Business 
Growth” which ranks 62nd for those with declining sales and 36th for those with the increased 
sales. “Tax Complexity” is another that is a higher prioritized problem for those with strong 
sales growth compared to those with declining sales, ranking sixth and ninth.  

Primary Customer
Another distinguishing characteristic of small businesses is their customer base. The survey 
asked respondents to identify their primary market and presented them five options from 
which to select. They were: one or two firms, one or two industries, business in general, the 
public, and government/non-profits. These results appear in Table 10.  

Over half of small businesses in the survey primarily sell to the general public. About 9 
percent sell to one or two firms and 10 percent sell to one or two industries. The primary 
customer for 21 percent is business in general and 4 percent is government/non-profit.

The problem “Sales Too Dependent on Health of One Business or Industry” ranks 26th 
for those in the one or two firms category and 17th for the one or two industries category. 
“Environmental Regulations” also affect these two categories more than the other three which 
is likely more a reflection of the type of industry that sells to these categories.

It appears that firms whose customer base is specific to select firms or industries fair 
marginally better as “Poor Sales” ranks 37th for the one or two industry category and 34th for 
those in the one or two firms category. Owners who sell primarily to the government are most 
affected by “Poor Sales” as this problem ranks 20th. State and local government fared poorly 
during the recession as declining tax revenues forced many to drastically cut spending. 

The small percent of firms that principally sell to government agencies or non-profit or-
ganizations find “Winning Contracts from Federal/State/Local Governments” particularly rel-
evant as it ranks 16th for the group and 69th overall. 

The ranking for firms who primarily sell to the public is similar to the overall ranking in 
Table 1. Part of the reason is that the majority of respondents fall into this category. There 
is one major exception. The “Ability to Cost-Effectively Advertise” ranks 21st for this group, 
in the 50s for all other categories and 37th overall. Advertising to the general public is often a 
difficult and expensive proposition for small-business owners, but one of the few ways they 
can hope to reach their market. 
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“Delinquent Accounts/Late Payment” is another differentiating problem. Owners who 
sell mainly to the public are less burdened by this problem compared to those who sell gener-
ally to other businesses. Those who sell to the general public rank this problem 47th compared 
to 34th for those who sell to businesses where trade credit is common. 

Number of Owners
Most small businesses (85 percent) are owned by one or two people. Only 15 percent are op-
erated by more than two. Very few differences appear in problem ranking as the number of 
owners increase. The problems with the widest variation in rank include “Poor Sales,” “Estate 
Tax” and “Cost of Supplies/Inventories.” However, the variation in rank is likely influenced by 
business size and age. Businesses with multiple owners tend to be larger, small businesses and 
are generally older.26 

Logically, estate planning becomes more complicated as the number of business owners 
increase. Each additional owner likely generates more disagreements and complexity to the 
final arrangement. This is illustrated in the ranking of the “Estate Tax” which ranges from 47th 

for those businesses with one owner to 29th for those with four. By contrast, “Poor Sales” be-
comes more severe with fewer owners as it ranks 20th for businesses with one owner and 34th 
for businesses with five or more. Business sales seem to benefit from multiple owners, perhaps 
due to the development of more ideas on how to increase sales. 

Years of Ownership
Owner problems also vary by years of ownership. Problem severity often fluctuates depending 
on the maturity of the business. 

The “Cost of Health Insurance” ranks as the most severe problem across all age-of-firm 
categories but the percent of owners who find it critical increases with age. Newer firms are 
much less likely to offer health insurance to their employees compared to older firms. Of-
fering health insurance is an immense cost hurdle for most small firms. But as firms mature, 
more owners tend to offer the benefit. The primary complaint for both groups is cost, how-
ever those owners who do offer are more burdened by costs which explains the increase in the 
percent who say it is critical. 

The cost and availability of financing is a more severe problem for newer firms compared 
to older ones. Small businesses open and close frequently, but as they mature they generally 
become more stable and profitable and therefore a better risk for lending purposes. Survival 
is substantially more precarious early in a business’s life than after it has been in operation for 
a few years. This is reflected in the ranking of the three finance problems listed in the survey. 
“Obtaining Long-Term (5 years or more) Business Loans” ranks 30th for new firms and 36th, 
40th, 55th and 64th for the oldest category. The same decline in ranking occurs with “Obtaining 
Short-Term (less than 12 months) Business Loans” which ranks 37th, 49th, 49th, 56th and 62nd. 
“Interest Rates” falls a bit further down the list, but follows a similar pattern ranking 39th, 51st, 
54th, 59th and 69th among the oldest category of firms. Younger firms are also likely to carry 
more debt and have fewer assets for collateral. 

The ranking pattern of the “Estate Tax” is reversed where older firms are more affected 
by this problem than newer ones. This problem ranks 30th among the oldest firm category and 
gradually declines in rank from 48th, 58th, 68th to 71st for the newest firms. As firms get older, 
estate planning becomes more important.

26	 Business Structure, National Small Business Poll, (ed.) William J. Dennis, Jr., NFIB Research Foundation, Vol. 

4, Iss. 7, 2004. Also available online at http://www.411sbfacts.com/files/bizstructurepoll[1].pdf.
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The severity of many problems related to regulations is inversely related to the age of a 
firm. This is most likely due to older firms increasing in size and therefore being subject to 
more regulations. “Unreasonable Government Regulations” ranks 12th for newer firms (three 
years or fewer), increasing in rank as the firm ages 8th, 6th, 5th and finally 3rd for established 
firms of 21 years or more. “Environmental Regulations” is another problem that follows this 
pattern with the newest firms ranking it 51st and oldest firms ranking it 19th. Middle-aged 
firms rank the problem 44th, 47th and 31st. 

Geographic Regions
The range of small-business problems across geographic regions is becoming less pronounced 
over time. Some businesses are more strategic in the location of their business, taking advan-
tage of states with more favorable business conditions and growth opportunities. The popula-
tion is similar in that more people are willing to move for better employment opportunities. 
The combination of the two mollifies sharp regional differences that were found in earlier 
editions of the survey. The auto industry is no longer exclusive to Michigan and neither are 
wine vineyards to California. While this trend continues, some geographic differences remain 
due to industry concentrations, weather and regional political trends. 

In addition to the regional variations listed above, this survey also highlights regional differ-
ences associated with recession and the economic boom related to agriculture and newly tapped 
oil fields. The recession did not affect all regions of the country equally. Sales-related problems 
are far more severe in those regions hardest hit by the housing crisis especially the Southeast 
region which includes Florida and Georgia, one of the epicenters of home foreclosures. By con-
trast, the Central region fared much better with the help of increased global demand for many 
agricultural products and increased oil drilling. Table 13 highlights these differences. 

A.	N ortheast
The Northeast region includes the following states: CT, MA, ME, NJ, PA, RI, and VT. Prob-
lem ranking in this part of the country varied little compared to the overall population. No-
table differences are generally related to energy, infrastructure, and land use. 

Owners in the Northeast find “Reducing Energy Costs in a Cost-Effective Manner” more 
burdensome than owners in any other region. This problem ranks 34th compared to the overall 
rank of 43rd. More extreme weather conditions in the Northeast likely contribute to the higher 
ranking for this group. The problem is also exacerbated by the closing and potential closing of 
oil refineries in the region that may limit refining capacity. Pipelines from these refineries help 
supply many areas in Pennsylvania and Western New York. A decrease in refining capacity will 
increase energy costs for many in these areas.27 Many owners in this region are also limited in 
their ability to reduce energy costs due to older building construction, historic preservation 
efforts, and other limiting factors unique to the area. 

“Zoning/Land Use Regulations” is also more problematic in the Northeast than in any 
other region. Owners rank it 47th and the problem is critical for 14 percent of them compared 
to owners in the Southeast who rank it 66th and with 7 percent reporting it critical. Owners 
are also more likely to complain about “Traffic, Highways, Roads, Bridges” than other regions 
ranking it 51st compared to 59th for the overall population. The regional difference for this 
problem is likely caused by an aging infrastructure and dense population. 

This region is also more affected by “State Taxes on Business Income” than any other 
region. Owners in the Northeast rank this problem sixth whereas the other regions rank it 
between seventh and 20th, the latter being in the Southeast. Twenty-nine (29) percent in the 
region assess it as a critical problem compared to 19 percent in the Mountain region and 24 
percent overall.

27	 Matthew Philips, “Angry About High Gas Prices? Blame Shuttered Oil Refineries,” BusinessWeek, February 23, 

2012.
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B.	 Southeast
The recession disproportionately affected many small-business owners in the Southeast (DC, 
DE, MD, VA, FL, GA, NC, SC and WV), especially those in Florida and Georgia where the 
housing crisis devastated these state’s economies. Consequently, sales-related problems rank 
more severe in this region compared to the overall population. However, these rankings are 
buoyed by those small-business owners in the mid-Atlantic states where the recession was far 
less severe. 

“Poor Earnings” ranks eighth in this region with 30 percent finding it a critical problem 
compared to its 14th rank overall. “Poor Sales” also ranks highest in this region at 16th com-
pared to other regions which rank it between 22nd and 35th. In addition, owners in the region 
rank “Delinquent Accounts/Late Payment” 37th compared to 46th overall. The recession con-
tinues to plague this area and will likely continue until the housing market improves.	

However, the Southeast did fare better than most other regions with the problem “State 
Taxes on Business Income” with the help of Florida’s lack of a state income tax. Owners in the 
region rank the problem 20th compared to 10th overall. The region’s more mild weather also 
contributes to the less severe ranking of “Electricity Costs (rates).” The problem ranks 19th for 
the region compared to 12th for the general population.  

C.	 South
The South region (AL, AR, KY, LA, MS, OK, TN and TX) is generally in-step with the overall 
ranking of business problems with a few notable exceptions. Small-business owners in this 
region have a harder time with labor-related problems than owners elsewhere, but fare better 
with state regulations and tax issues. 

“Locating Qualified Employees” ranks 23rd for the region, but 32nd overall. “Finding and 
Keeping Skilled Employees” is also a struggle as it ranks 28th for the region and 38th overall, 
likely due to their relatively strong economy especially in Texas. Owners in the region are less 
burdened by “State Taxes on Business Income” as it ranks 17th compared to 10th overall and 
“Workers’ Compensation” which ranks 30th for the region and 18th overall. Like Florida, Texas 
also does not have a state income tax, contributing to the formers’ lower ranking. And while 
the region is in close proximity to housing troubles, owners in the South region were much less 
affected as “Real Estate Values” rank 42nd for the region and 29th overall. Other problems of 
less importance compared to the general population include “Zoning/Land Use Regulations” 
and “Environmental Regulations.”  

D.	M id-west
Small-business owners in the mid-West also generally follow the sentiments of the overall popu-
lation. States in this region include: IL, IN, MI, OH and WI. Only a few problems vary from the 
collective, the most notable being “Real Estate Values” and the “Estate Tax.” The former ranks 
24th for the region and 29th overall while the latter ranks 36th for the region and 42nd overall. 
Otherwise, most other business problems vary less than five positions from the overall ranking. 

E.	 Central 
Small-business owners in the Central region (IA, KS, MN, MO, ND and SD) vary the most 
in problem ranking compared to owners elsewhere. Owners in this region of the country were 
least affected by the recession due to a concentration of agricultural-related businesses and 
increased oil drilling. The region’s economy is dominated by agriculture and the worldwide 
demand for the products produced in the region including grains and dairy has increased dra-
matically in the past four years. Also, the development of oil and natural gas drilling in parts 
of the Dakotas contributes to the regions healthier economy. The increased demand of these 
commodities is reflected in the region’s less severe ranking of sales-related problems. 
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“Poor Earnings” holds the least severe ranking in this region compared to all other regions 
of the country. It ranks 19th in the Central region and ranges from 8th to 15th in the other six. 
“Poor Sales” follows the same pattern ranking 35th for the region and ranges from 16th to 31st 
for the rest. Other problems of lesser importance include “Workers’ Compensation,” “Un-
employment Compensation,” and “Obtaining Short-Term (less than 12 months or revolving) 
Business Loans.” 

However, the heavy influence of agriculture and energy drilling in the region elevates the 
severity of problems related to the environment and land. “Environmental Regulations” ranks 
16th for owners in the region compared to 27th for the overall population. “Real Estate Values” 
also ranks more severely for this group although it is unclear whether the problem is related to 
depressed or quickly appreciating real estate values. Many areas of the region are experiencing 
a boom as the population of the area expands to accommodate the increased number of jobs 
and development opportunities especially in the Dakotas. Real estate alues are also up in Iowa 
where farm land is increasing valuable in producing and exporting corn, mainly for ethanol use. 
“Real Estate Values” ranks 21st for the region and 29th overall.    

F.	M ountain
Owners in the Mountain region (AZ, CO, ID, NM, MT, NV, UT and WY) generally follow 
the overall ranking of listed problems. The problems that vary most with the population are 
generally related to the more conservative political climate in the region and its expansive 
geographic area with few densely populated areas. The most notable problem difference is 
the “Ability to Cost-Effectively Advertise.” The problem ranks 28th in the region compared to 
37th overall. While most problems that are more burdensome in this region are only marginally 
so, a few problems are notably less of a burden including “Traffic, Highways, Roads, Bridges,” 
“Environmental Regulations,” and “Health/Safety Regulations.” The former ranks 34th for the 
region and 27th overall. “Environmental Regulations” ranks 34th for the region and 27th for the 
population and “Health/Safety Regulations” follows at 37th for the region and 30th overall. 

G.	 Pacific
Small-business owners in the Pacific region (AK, CA, HI, OR and WA) offer only a few di-
vergent rankings compared to the overall population. Owners in this region seem to be more 
burdened by “State Taxes on Business Income” and less burdened by “Property Taxes (real, 
inventory or personal property).” The former ranks seventh in the region compared to its over-
all ranking of 10th. Only owners in the Northeast find this problem more severe. The problem 
of property taxes is much less severe as it ranks 16th for the region, but ninth overall. The less 
severe ranking for this problem is likely influenced by those in California who are protected 
from steep property tax increases by Proposition 13 but also declining home values across 
most of the state. Also, “Obtaining Licenses, Permits, etc.” appears to be more difficult as it 
ranks 30th for the region and 44th overall. 

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, exporting is not an issue for the group. But if an owner 
is having a problem selling his product in another country, it is a critical problem for them.

Perhaps the most important aspect of this report then is that it helps policymakers and 
others identify 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 those problems that are widely shared. The rankings therefore pro-
vide data and rationale to establish a small-business problem priority list headed by the most 
widely shared.
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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.

Finally, the problem that no policymaker wants to address is the longer-term fiscal prob-
lem facing federal and state governments. While huge deficits are not directly a small-business 
problem, the taxes required to fund government are, as are the programs those taxes pay for. 
Small businesses therefore have a huge stake in fiscal policy. So unless policymakers are able 
to solve these problems and avoid the “fiscal cliff,” small-business owners will certainly find 
many of the survey’s 75 problems vastly more critical in future editions.  

Methodological Appendix
The survey on which Problems and Priorities is based was conducted from mid-January through 
April of 2012 across a randomly drawn sample of 23,000 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 provided 3,856 useable responses by 
the April cut-off date for a response rate of 17 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 
12 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 concerns 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 industry 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.
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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 
within the 1 – 7 extremes. An average for each problem was calculated and it served as the 
basis 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, effe116/4=ctively giving the problem on 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.
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Appendix Table 1
Small Business Population and Survey Sample

		  Small Bus. 	 Survey 
Employee Size	 Population	 Sample

0 - 4 Employees	 61.7%1	 44.9%2

5 - 9 Employees	 17.4	 20.7
10 - 19 Employees	 10.6	 15.1
20 - 49 Employees	 6.7	 11.2
50 - 99 Employees	 2.0	 3.1
100 or More Employees	 1.7	 2.5
Unclassified; DK	 —	 2.2

Industry

Agriculture, Forestry, Fishing	 0.0%3, 4	 11.5%5

Construction	 12.1	 17
Manufacturing	 4.9	 12.9
Wholesale	 5.5	 5.4
Retail	 11.6	 16.6
Transportation, Warehousing	 2.8	 3.4
Finance, Insurance”	 4.2	 3.8
Real Estate, Leasing”	 4.7	 2.2
Professional, Technical, Scientific Services 	 13	 5.8
Administrative Support Services	 6.1	 2.7
Educational Services	 1.4	 0.6
Health and Social Services	 10.8	 3
Art, Entertainment, Leisure	 2	 1
Accommodations, Food Services”	 8.2	 3.5
Other Services (Personal Services) 	 11.5	 10.5
Not Elsewhere Classified; DK	 0	 0.1

1 	 Source of figures: www.census.gov/csd/susb/index.html

2	 Includes only firms that employed people at some point in the year, though not necessarily the week of survey.

3	 Not directly comparable to the population.

4	 The population is less than 0.05 percent but does include certain agricultural services, such as crop-dusters and 

livestock veterinarians.

5	 The survey sample does not distinguish between farmers, ranchers (production agriculture) and other agricul-

tural activities. 
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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 Washington, 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).
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