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2012 Year-End Economic Report - By the Numbers

Outlook
Small-business owners are less optimistic about the outlook of their own firms and the U.S. economy than they were this time last year. There were modest gains in economic outlook and from just six months ago, however those gains weren’t as large as typically seen in the Year-End Survey. This is likely driven by the timing of the survey, which was conducted during the period of time when many were projecting fiscal disaster in the absence of Congressional action on the fiscal cliff.

Eighty-six percent of small businesses anticipate a flat or recessionary economy in the coming year where just 14 percent believe there will be economic expansion. 
There was an increase in small businesses anticipating a recessionary economy from 14 percent in December 2011 to 35 percent today—the highest it’s been since December 2009. 

Thirty-nine percent of small-business owners say they are not confident in the future of their own business.

Despite the relatively gloomy outlook, there was a small increase in the number of small-business owners saying the national economy is better off today than six months from 16 percent in July 2012 to 19 percent today.

There was modest growth in the number of small-business owners who anticipate economic expansion in the coming 12 months, from 11 percent in July 2012 to 14 percent today.

Sixty-nine percent of small businesses say that economic uncertainty is the most significant challenge to the future growth and survival of their business, followed by decline in consumer spending (39 percent), regulatory burdens (38 percent), cost of health insurance benefits (37 percent), the growing national debt (34 percent), federal taxes (27 percent), and lack of available capital (17 percent).

Business Growth

Fifty percent of small businesses already are growing or predict some kind of growth this year—down from 55 percent six months ago and 63 percent one year ago.

Just over one-third (38 percent) anticipate their firms will grow in the coming year—the lowest this indicator has been since we began asking this question in December 2009.

Fewer small businesses report growth in sales and revenues today (36 percent) than six months ago (39 percent).

The number of small-business owners who project increases in employee size in the coming 12 months remained at 25 percent. Unfortunately, there was an increase (from 12 percent to 16 percent) of those projecting a decrease in employee size.
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Financing
Markets appear to be thawing: 73 percent of small businesses reporting the ability to garner adequate financing—the highest it’s been in four years. Still, one in four small businesses lack the capital their business needs. 

The number of small businesses relying on bank loans remained virtually unchanged at 43 percent. 

There was a moderate drop in credit card usage, from 34 percent to 31 percent, which constitutes the lowest rate of credit card usage since NSBA began asking the question in February 2008. 

Although the lowest it’s been in several years at 49 percent, that fact that nearly half of small-business owners say the terms on their credit cards have worsened in the last five years is troubling.
There was a jump in the number of small businesses who said they are not sure how the terms of their credit cards have changed in the last six months, from 37 percent to 45 percent—the highest it’s been in more than four years.

The number of small businesses carrying debt and the size of that debt is growing: today, 79 percent say they have any debt, five years ago, it was just 75 percent; the average debt amount today is $1.792 million and in July 2012, that number was $1.108 million

Among small-business owners for whom capital availability has been a problem, 29 percent have been unable to expand the business and 16 percent were unable to finance increased sales.
Since 1993, when NSBA began asking these questions, there has been a direct correlation between access to capital and job growth—when capital flows more freely, small businesses add new jobs. Today, there is slower growth in hiring than in improved access to capital—likely due to growing economic insecurity causing a hesitance by small-business owners to make long-term hiring decisions.
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Public Policy

The growing national debt is the number one thing small businesses (40 percent) think policymakers should address, followed by: tax simplification and reducing the tax burden, both of which tied at 13 percent. Regulatory burdens, access to capital and health care costs followed.
In terms of proposals to reduce the deficit, 74 percent said reform and reduce entitlement spending, 53 percent said significant cuts for certain federal agencies and programs, and 37 percent said they would support eliminating even those tax credits that benefit their business in exchange for an overall lower rate.

Eighty-three percent said they have limited or no understanding of how the Affordable Care Act will impact their business—the highest point since right after the law was enacted. 
Among employers with 50 employees or more, the majority (71 percent) said they plan to continue offering health insurance and just three percent said they plan to pay the penalty. Among the smaller employers (those with fewer than 50 employees) nearly half still are not sure what they’ll do to comply with the law.

Methodology

The 2012 Year-End Economic Report was conducted on-line Dec. 21, 2012 through Jan. 14, 2013 among more than 400 small-business members of NSBA representing every industry in every state in the nation. 

Please click here to view the full report or contact NSBA’s public affairs department at press@nsba.biz.

