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Foreword

America’s small businesses find themselves at a crossroads. Today, many are feeling far better than they were one or
two years ago, however they are facing some significant challenges: improbably high inflation, a tightened credit
market and a labor market that makes growth nearly impossible. After an insanely turbulent two years under the
pandemic and now economic contractions, the stakes for small business have never been higher.

The National Small Business Association (NSBA) is the nation’s first small-business advocacy organization, celebrating
more than 85 years of small-business advocacy in Washington, D.C. Focused on federal advocacy and operating on a
staunchly nonpartisan basis, NSBA conducts a series of surveys every year, including this annual Economic Report.
Among the key findings:

When asked to compare today’s economy with six months ago, the majority said it is worse, and while that is notably
lower than 2022 —68 percent—the fact that more than half believe the economy is worse off in just the past six
months should ring alarm bells for policymakers. Perhaps even more concerning is the fact that 60 percent of small
businesses say they believe the U.S. economy today is worse off than one year ago.

The number of small businesses anticipating either a flat or recessionary economy today is 86 percent, the highest
this indicator has been since 2011 at the height of the great recession.

While there has been positive movement among small-business owners who feel confident about the future of their
small business, up from 62 percent in 2022 to 73 percent today, it’s important to note that one-in-four small
businesses still aren’t confident about the future of their small business.

Nearly one-third of small businesses anticipate zero growth in the coming year, and although that’s a significant
improvement from 2022, it’s the highest it’s been since 2014. The majority of small-business owners picked
“inflation” as the top challenge facing their business.

One of the most concerning trends throughout the data is clear tightening of lending. Today, more than one-third of
small businesses (37 percent) say they are unable to obtain adequate financing—the highest this indicator has been
since 2008, the start of the housing market collapse which kicked-off the great recession. There was an increase over
the past year among small-business owners who said “lack of available capital” was the biggest challenge facing their
business. Furthermore, 32 percent of small-business owners said the terms of current outstanding bank loans have
become less favorable —a major jump from just 14 percent in 2022.

This contraction in lending has real-world consequences: the number of small businesses who said they are unable to
grow or expand their business operations due to a lack of capital is at its highest point since we started doing the
survey in 2007.

For those small businesses that are attempting to grow, the labor market has made it incredibly difficult: one-third of
small-business owners say it’s been very difficult to hire new employees over the past year, and nearly half (45
percent) of small businesses say they are NOT able to find workers who have adequate skills for their open positions.

The 2023 Economic Report was conducted on-line Jan. 2 through Jan. 23, 2023 among more than 570 small-business
owners. We hope you find this report informative and useful. Please contact NSBA’s media office for inquiries at

press@nsba.biz.
Sincerely,

Todd McCracken
NSBA President and CEO
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Economic Outlook

Compared to 6 months ago ... Would you say the national
economy is:

II

MUCH BETTER SOMEWHAT BETTER ABOUT THE SAME SOMEWHAT WORSE MUCH WORSE

2023 =2022

Compared to 1 year ago ... Would you say the national economy
is:

27%
17%
'

MUCH BETTER SOMEWHAT BETTER ABOUT THE SAME SOMEWHAT WORSE MUCH WORSE

w2023 #2022
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Small Business Confidence

From a financial perspective, how do you feel right now about the future
for your business?

2014 2015 DEC.15 2016 2017 2018 2020

e \Very confident Somewhat confident Not very confident

One-in-four small businesses still aren’t confident
about the future of their small business.

Do you believe there will be growth opportunities for your business...

I I
n A I

IN THE NEXT 3 MONTHS  IN THE NEXT 3 TO 6 MONTHS IN THE NEXT 6 TO 12 NONE IN THE COMING YEAR MY BUSINESS IS ALREADY
MONTHS GROWING

™ 2023 =2022 w2020

Nearly one-third of small businesses anticipate zero growth
in the coming year, and although that’s a significant
improvement from 2022, it’s the lowest it’s been since 2014.
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Small Business Challenges

What are the three most significant challenges to the
future growth and survival of your business?

INFLATION

ECONOMIC UNCERTAINTY

LACK OF QUALIFIED WORKERS

DECLINE IN CUSTOMER SPENDING

SUPPLY CHAIN DELAYS AND DISRUPTIONS

COST OF EMPLOYEE SALARIES

LACK OF AVAILABLE CAPITAL

REGULATORY BURDENS

FEDERAL TAXES

COST OF HEALTH INSURANCE BENEFITS

OTHER

PARTISAN GRIDLOCK IN D.C.

GROWING NATIONAL DEBT

I
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COST OF TECHNOLOGY

STATE AND LOCAL TAXES

X

COST OF EMPLOYEE BENEFITS

COST OF TRAINING WORKERS

DEALING WITH MULTIPLE STATE BENEFIT RULES

w w
X X

FOREIGN COMPETITION

NO MAJOR CHALLENGES

The last time a majority (50%+) selected a similar challenge
was in 2014 when 51 percent selected “economic uncertainty.”
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Inflation and Supply Chain

In the past 12 months, has your business been negatively impacted by
supply chain delays? (Check all that apply)

YES — PRODUCTS | SELL ARE BEING DELAYED

YES — SUPPLIES | USE FOR MANUFACTURING ARE BEING DELAYED

YES — SUPPLIERS ARE CHARGING MORE FOR THE SAME PRODUCTS
TO BE SHIPPED

YES — CLIENTS HAVE EXPRESSED FRUSTRATION AT DELAYS MY
BUSINESS HAS HAD

= 2023 = 2022

In terms of biggest challenges, there was a significant drop in
“supply chain delays” from 43 percent in 2022 to 23 percent today.

In the past 12 months, has your business been impacted by inflation?
(Check all that apply)

YES — PRODUCTS/SERVICES FOR MY BUSINESS COST MORE

YES — | HAVE INCREASED PRICES FOR MY PRODUCTS/SERVICES

YES — | HAVE HAD TO RAISE EMPLOYEE WAGES

YES — ACCESSING NEW LINES OF FINANCING HAS BEEN MORE EXPENSIVE
INDIRECTLY — | PERSONALLY HAVE TO PAY MORE FOR GOODS/SERVICES

NO IMPACT
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Impacts of Inflation

Please indicate using percentages how much each of the following inflation-
driven effects have changed costs for your business over the past 12 months.

18%
11% ﬂ

INCREASED COSTS FOR ITEMS | USE INCREASED PRICES FOR THE INCREASED EMPLOYEE WAGES INCREASED RATES FOR FINANCING
FOR MY BUSINESS GOODS/SERVICES | SELL OPTIONS

m1-3% 4-7% 8-10% m11-15% m16-20% ™ More than 20%

Please indicate how you have been able to absorb inflationary cost increases.
(Check all that apply)

0% 10% 20%

| HAVE EXPERIENCED A DECLINE IN NET PROFIT BECAUSE OF INFLATION

| HAVE HAD TO CUT SPENDING ON CERTAIN ITEMS FOR MY BUSINESS

| HAVE BEEN ABLE TO ADJUST PRICES TO OFFSET INFLATION

I HAVE HAD TO CUT HOURS OR STAFF
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Looking Back

How much did your gross sales/revenues change over the last 12 months?

INCREASE BY MORE THAN 10%
INCREASE BY 5% TO 10%
INCREASE LESS THAN 5%

STAY ABOUT THE SAME
DECREASE BY UP TO 5%
DECREASE BY 5% TO 10%

DECREASE BY MORE THAN 10%

m 2023 w2022

How much did the number of employees in your business change
over the last 12 months?

INCREASE BY MORE THAN 10%
INCREASE BY 5% TO 10%
INCREASE LESS THAN 5%
STAY ABOUT THE SAME
DECREASE BY UP TO 5%
DECREASE BY 5% TO 10%

DECREASE BY MORE THAN 10%

2023 =2022
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Looking Back

How did average per-employee wages increase over the last
12 months?

AVERAGE INCREASE OF 1% TO 2 %

AVERAGE INCREASE OF 3% TO 4%

AVERAGE INCREASE OF 5% TO 6%

AVERAGE INCREASE OF MORE THAN 6%

NO WAGE INCREASES WERE PROVIDED

SOME OR ALL EMPLOYEE WAGES WERE DECREASED

Similar to the overall theme of the
survey (things are better than last year,
but still pretty bad), fewer businesses
this year reported decreases in total
revenues from 2022. Additionally, more
small businesses are hiring than in 2022
and fewer are cutting staffing levels.
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Looking Forward

How much do you expect gross sales/revenues to
change over the next 12 months?

INCREASE BY MORE THAN 10%
INCREASE BY 5% TO 10%
INCREASE LESS THAN 5%

STAY ABOUT THE SAME
DECREASE BY UP TO 5%
DECREASE BY 5% TO 10%

DECREASE BY MORE THAN 10%

How much do you expect number of employees to change over
the next 12 months?

INCREASE BY MORE THAN 10%
INCREASE BY 5% TO 10%
INCREASE LESS THAN 5%

STAY ABOUT THE SAME
DECREASE BY UP TO 5%
DECREASE BY 5% TO 10%

DECREASE BY MORE THAN 10%
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Future Growth Strategies

Thinking about the next 12 months, do you anticipate:

ECONOMIC EXPANSION A FLAT ECONOMY A RECESSION

w2023 w2022

Which of the following growth strategies will you use in the next 12 months?
(Please check all that apply)

NEW ADVERTISING AND MARKETING STRATEGIES

STRATEGIC ALLIANCE

HIRE NEW EMPLOYEES

INTERNET / EXPAND E-COMMERCE

NEW PRODUCT LINES

JOINT VENTURE

NEW TERRITORY

INVESTMENTS IN R&D

NO GROWTH STRATEGIES WILL BE USED IN THE NEXT 12 MONTHS
OUTSOURCING

EXPAND OPERATIONS TO NEW FACILITIES/ADD ADDITIONAL STORES
ACQUISITION

OTHER

MERGER

EXPORTING

X

[y
xR
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Financing

What types of financing has your company used within
the past 12 months to meet your capital needs? (Check all
that apply)

cReDIT carDps S e

EARNINGS OF THE BUSINESS

USED NO FINANCING

PPP

EIDL

PRIVATE LOAN (FRIENDS OR FAMILY)

COMMUNITY BANK LOAN

VENDOR CREDIT

LARGE BANK LOAN

OTHER

SMALL BUSINESS ADMINISTRATION (SBA) LOAN

ONLINE OR NON-BANK LENDER

CREDIT UNION LOAN

LEASING

PRIVATE PLACEMENT OF DEBT

VENTURE CAPITAL/ANGEL INVESTORS

STATE/REGIONAL LOAN AND INCENTIVE PROGRAMS

SELLING/PLEDGING ACCOUNTS RECEIVABLE

CROWDFUNDING

PRIVATE PLACEMENT OF STOCK

35%

32%

S 1%
7%

. 8%
7%

6%

Q
X

S
X

1%

3%
(1]

2%
2%
%
1%
%
1%
f1%
1%

Is your business able to obtain
adequate financing?

f1%
1%

m 2023 = 2022
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Financing

For bank loans that are currently outstanding, which of the following has
occurred in the last twelve months?

TERMS HAVE BECOME LESS FAVORABLE TO YOUR BUSINESS

TERMS HAVE STAYED THE SAME

M2%

L%

m 2023 =2022 = 2020

TERMS HAVE BECOME MORE FAVORABLE TO YOUR BUSINESS

DO NOT HAVE OUTSTANDING LOANS

Have you experienced any of the following changes on any of

your lines of credit or on your credit cards in the last six
months? (On the actual account limits, not interest rates or fees)

8%

INCREASE DECREASE NO CHANGE

m 2023 = 2022 = 2020
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Financing

If capital availability is a problem for your business, what is the effect
on your operations? (Check all that apply)

UNABLE TO GROW BUSINESS OR EXPAND OPERATIONS g
NOT A PROBLEM / NO EFFECTS
REDUCED THE NUMBER OF EMPLOYEES
UNABLE TO FINANCE INCREASED SALES
UNABLE TO INCREASE INVENTORY TO MEET DEMAND

UNABLE TO MEET PAYROLL

REDUCED BENEFITS TO EMPLOYEES

CLOSED STORES OR BRANCHES

m 2023 =2022 m=2020

Are you experiencing any lingering
impact of COVID when it comes to
financing for your small business?

No - I have not
sought external
financing
27%

No COVID-
related
impact

48%
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Please indicate how your hiring has changed in the last
year.

FULL TIME EMPLOYEES

PART TIME EMPLOYEES

INDEPENDENT CONTRACTORS (1099)

® Hiring More About the Same Hiring Less

How difficult has it been over the past year to hire new
employees?

VERY DIFFICULT

SOMEWHAT DIFFICULT

NOT DIFFICULT

| HAVE NOT HIRED ANYONE IN THE PAST YEAR
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Labor

Please indicate which of the following is most accurate
when it comes to your staffing levels.

I am in the process I do not have any

of hiring staff staff
13% o - 17%

1 am looking for
staff
34%

I am fully staffed
36%

How do you recruit new employees? (Check all
that apply)

MY COMPANY’S WEB SITE
ON-LINE JOBS POSTING SERVICE
LOCAL CAREER FAIRS

SCHOOL JOB FAIRS
VOCATIONAL SCHOOLS
FRIENDS AND FAMILY

OTHER (PLEASE SPECIFY)
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Labor

Are you able to find workers who have adequate
skills for your open positions?

| do not have/need
employees

What kind of training/education programs do you offer your
employees? (Check all that apply)

ON-SITE TRAINING FOR THEIR SPECIFIC POSITION _

COMPANY PAID OFF-SITE TRAINING

MONEY FOR EMPLOYEES’ CONTINUING EDUCATION OR
CERTIFICATIONS

APPRENTICESHIPS FOR CERTAIN TRADES Approximately how much time do you invest
in on-the-job training for new employees?

1-5 hours
19% |

OTHER (PLEASE SPECIFY)

" 6-10 hours
13%

20+ hours

55% l

o 10-20 hours
13%
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Which one of the following issues do you believe Congress and President Biden's
administration should address first?

REIN-IN INFLATION

REDUCING THE REGULATORY BURDEN ON BUSINESSES

END THE PARTISAN GRIDLOCK AND WORK TOGETHER

INCREASE SMALL BUSINESS ACCESS TO CAPITAL

REDUCING THE TAX BURDEN

REIN-IN COSTS OF HEALTH CARE

SIMPLIFY THE TAX SYSTEM

ADDRESS SUPPLY-CHAIN DELAYS

REDUCE THE NATIONAL DEFICIT

REFORM THE IMMIGRATION SYSTEM

CREDIT CARD REFORM THAT INCLUDES SMALL BUSINESS

ENACT A COMPREHENSIVE ENERGY POLICY

REFORM THE FEDERAL CONTRACTING SYSTEM

IMPROVING EDUCATION TO PROVIDE A QUALIFIED DOMESTIC WORKFORCE
REDUCE THE BURDEN OF UNFAIR LABOR LAWS

IMPLEMENT CYBERSECURITY PROCEDURES AND/OR STANDARDS
OTHER

REMOVE BARRIERS TO SMALL-BUSINESS EXPORTING

TORT REFORM

Correlation hetween financing and employment

M—M‘W—.—.\."

=@=Able to Get Financing @-|ncreased Employment
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Demographics

How many total full-time personnel
are currently employed by your
business?

20-99

CORPORATION 15%
100 - 499

S-CORP

Which of the following best
10-19 describes the structure of your
business?

SOLE PROPRIETORSHIP

PARTNERSHIP

How many years has your business LLS
been in operation? ORI

20 or more l
42%

Methodology:

The NSBA 2023 Economic Report
survey was conducted online
among more than 570 small-

business owners between Jan. 2
and Jan. 23, 2023.
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Demographics

Which of the following best describes the industry or sector
in which your business operates?

PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES
MANUFACTURING
CONSTRUCTION
OTHER SERVICES (EXCEPT PUBLIC ADMINISTRATION)
RETAIL TRADE
AGRICULTURE, FORESTRY, FISHING AND HUNTING
HEALTH CARE AND SOCIAL ASSISTANCE
EDUCATIONAL SERVICES
WHOLESALE TRADE
TRANSPORTATION AND WAREHOUSING
INFORMATION (IT)
FINANCE & INSURANCE
MANAGEMENT OF COMPANIES AND ENTERPRISES
REAL ESTATE, RENTAL AND LEASING
ADMINISTRATIVE AND SUPPORT
ARTS, ENTERTAINMENT, AND RECREATION
ACCOMMODATION AND FOOD SERVICES
PUBLIC ADMINISTRATION
UTILITIES

P 2s%
P 13%
P 9%
P 7%

P 5%

P 5%

N 5%

N 4%

N 4%

P 4%

N 4%

e 3%

i 2%

ol 2%

M 2%

M 2%

2%

B 1%

P 1%

What were your gross sales or revenues for your
most recent fiscal year?

LESS THAN $100,000
$100,000 TO LESS THAN $250,000
$250,000 TO LESS THAN $500,000

$500,000 TO LESS THAN $1,000,000
$1,000,000 TO LESS THAN $5,000,000
$5,000,000 TO LESS THAN $25,000,000
$25,000,000 TO LESS THAN $75,000,000
$75,000,000 TO LESS THAN $150,000,000
$150,000,000 OR MORE

N/A

P 22%
R 11%

R 9%

I 12%
P 29%
P 13%

T

F 1%

B 1%

I 5%
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