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What Small Business Wants

Acci’s Pre-Election Survey Results
ACCI’s pre-election survey of more than 2500 firms across Australia provides a detailed breakdown of what business wants from the next government of Australia. Businesses were asked to rate the importance of 63 different issues and these 63 issues have been ranked in order of importance. The data have been sub-divided so that we can see the issues of greatest importance to the small business community in Australia. For the purposes of this survey, small businesses are those with fewer than 20 employees.
Small business is different from large in more than just size. There are different characteristics and there is generally a much greater involvement of owners in the day to day operation of the firm. They are also different from larger firms in what they want from the next government of Australia. But there are also many similarities in the problems that confront firms of every size. When all is said and done, small businesses are businesses and experience many of the same difficulties that larger firms must also endure.
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These differences and similarities are brought to light in the data from the pre-election survey. The table below shows the ten most important issues ranked according to the views of the small business community. The table also shows the corresponding ranking for the same ten issues for medium and large sized firms. In this case, medium sized firms are those with between 20 and 99 employees, while large firms were classified as those with more than 100 employees. 

At the top of the list of rankings was the frequency and complexity of changes to tax laws and rules. This was the number one issue in the survey overall and this can easily be understood since it was the number one issue irrespective of what the size of firm was. It is clearly the most important issue that business would like the next government to understand and remedy.

Business is looking for some respite from the changes which have been regularly made to the tax system. The results are, in essence, stating that business would like governments to leave the tax system essentially alone and give business a breathing space in which it can assimilate the changes that have already taken place.

But the data also show that business is concerned with the complexity of the tax system as it is. Thus, if there are to be changes, the changes that business would accept are those which will make the system less complex and more easy to comply with. This must become the central criterion for making changes to the way we tax ourselves in the period ahead.

The 2nd issue on this list is again the same as that in the survey as a whole and it is also the same as that for medium and larges sized firms. This is the level of taxation. These results should add to the pressure on governments to recognise that taxation is excessive and that the next government of Australia must ensure that the level of taxation begins to fall.

The 3rd issue in the small business agenda were related to telecommunications costs. With the widening use of telecommunications through faxes, mobile phones and the internet, the costs of bearing this particular aspect of running of business are growing. Governments will need to turn their attention to achieving a slowdown in the growth of telecommunications costs which has been increasing because of the widening and deepening of telecommunications use across all industries. Ensuring that competition is as intense as possible will be important if Australia is to reap the greatest benefit from the rapid advances that are occurring in this field.

The 4th issue in the small business agenda is the complexity of government regulations, which small business wants to see reduced. This outcome may be compared with the 7th ranked issue, the associated costs of complying with government regulations and the 9th ranked issue, which were the penalties for failure to comply with government regulations. Regulation is becoming more intrusive by the year and is making it increasingly difficult for businesses to attend to the central matter of their firms, which is to supply the goods and services sought by their customers. Excessive regulation is getting in the way of business achieving the kinds of ends that the community genuinely wants, which are quality products produced at affordable prices.

The 5th item in the small business agenda is unfair dismissals legislation. This is a problem that is creating year after year a growing reluctance by business to add to the number of employees. No one denies that there can be unfair dismissals. But the way that the current legislation is crafted makes it extremely costly in terms of executive time to achieve an outcome which should be completed in a more expeditious manner.

The next government of Australia will need to turn its attention to doing something about the unfair dismissals legislation to make it less onerous. And the ironic part of this is that rather than such changes being harmful to the interests of workers, it will make their employment more secure rather than less, and provide greater opportunities for those looking for work.

The superannuation guarantee is found in the 6th position. In only a decade compulsory superannuation payments by business have gone from zero to having reached 8% of the wages bill. This has been part of the reason that full-time employment growth has been as minimal as it has and there has been a greater growth in the number of part-time and casual employees in comparison with the past.

It will also be noted that the superannuation guarantee is a more important issues in small business than it is in medium and large. In medium sized firms it was ranked 14th and in large sized firms it was ranked 28th. Contributing to this difference is the fact that in larger firms there had historically been the provision of superannuation to employees. Therefore, since it had in general been provided by larger firms, mandating superannuation did not have the same impact.

The 8th most important item on the small business list is that of energy costs. In part, this followed the rise in petrol prices due to the higher costs of imported crude oil. It was also in part due to the rising costs of electricity in different parts of the country. But whatever maybe the reason for it, the rising costs of energy will have consequences for the economy in the longer term.

The 10th item in the small business agenda is that for workers’ compensation payments. While to some extent this is a state issue rather than one that will be part of a federal election campaign. Nevertheless, recognising that workers’ compensation is a problem for firms throughout the economy, and not just amongst small business, should remind those who formulate policy that the problems exist and that it is not a minor issue.

The last item on this table shows the importance of payroll tax. It will be seen that payroll tax ranks at 52 amongst small businesses. This is in large measure because most small businesses find their wages bill below the payroll tax threshold and therefore are not compelled to pay payroll tax.

However, in medium and larger sized firms, this is not at all the case. In medium sized firms, payroll tax ranks 9th and in large sized firms it is 12th. It is therefore important for those who craft policy to recognise the problems that payroll tax causes. It should be kept in mind that just because it is not on the small business agenda that this is not something that can be forgotten. Payroll tax is a problem for industry and as the GST revenues begin to increase in the years ahead, reductions in payroll tax should be one of the first changes to follow.

Small Business Issues - Ranked 11-30
Just outside the top ten issues are those shown in the second group of results. These are the data showing the rankings from 11th to 30th. Each of these is of paramount importance to small business and will need to be dealt with in a considered way.
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It is quite clear that within small business, the difficulties associated with the introduction of the GST have not disappeared. While in some sense it is pleasing to find that none of the GST issues were ranked in the top ten, nevertheless they remain issues of importance.

As the table shows, compliance with the GST is ranked 12th (compared to 15th overall), the level of the GST ranked 17th (compared with 26th overall) and the time required to complete BAS forms is in 18th position (compared to 17th overall). The next government of Australia will need to concern itself with continuing to reduce the compliance costs of the GST and making it less difficult to complete the BAS.

It is also notable that a number of economic issues are of very large importance to small business. These were largely issues that are associated with the cost structure of business such as the cost of finance and interest rates, which was ranked 19th, and the level of wages which was ranked 20th.

There were also concerns within the small business community about the economic outlook in both Asia and the United States. Given that these survey results were gathered prior to the terrorist attacks in the United States on September 11, the high ranking for the international situation can be seen to be probably an understatement of the concerns that exist right now.

Finally, in regard to the international situation, high on the list for small business is the exchange rate volatility of the Australian dollar as well as the level of foreign debt and the size of the current account deficit. Both are unsettling for small business.

It is also notable that finding skilled employees, ranked 11th, and retaining skilled employees, which was ranked 24th, are highly significant to small business. Since each employee represents a higher proportion of the entire workforce of a small firm, getting the right people and keeping them may be an even greater priority than it is for larger sized firms.

Small Business Issues – Ranked 31-50
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The next set of issues are those ranked between 31 and 50. These are also important but to a lesser degree than in the tables above. Nevertheless, these are issues that small business is looking to government to do something about.

What is evident amongst this group is the high proportion of industrial relations issues that are found. Interestingly as 34th and 35th we find complying with award regulations and the restrictions on gaining access to enterprise and individual agreements. The results indicate that within small business the award system remains a handicap to growth and productivity and that as the reverse side of that, the problems of making ones own enterprise or individual agreement are large.

It must be borne in mind in looking at this result that firms that do have enterprise or individual agreements and are no longer concerned with the award system would not rank these issues very highly. The fact that these issues have moved as far up the list as they have means that for those businesses which are obstructed by the award system and are unable to get an enterprise or individual agreement feel this problem very strongly. Because unlike with many of the other possible problems listed in this survey, these specifically are problems only to those firms for which they remain unresolved difficulties.

Unfortunately it is impossible to separate out the results for those who are subject to awards and those who are not. But what should be understood from these results is that awards are major problems, for those firms in which these kinds of industrial relations problems remain.

One cannot dismiss these observations and they should be recognised in terms of their other industrial relations issues. The safety-net increase, which is ranked 43rd, would not appear to be a problem of the same intensity as others above it. But it must be borne in mind that in comparison to, for example, getting appropriate training for employees, which is potentially a problem for every firm in Australia, the safety net affects a smaller proportion of firms.

Further evidence that industrial relations issues remain important can be seen by the ranking of penalty rates at 31st, achieving workplace change at 38th, employee productivity 42nd and the absence of junior rates at 48th.

Small Business Issues – Ranked 51-63
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The last set of issues is shown in the final table. Again one should be careful not to draw the conclusion that because they are at the bottom of this list that they are of no importance. All of the issues that have been included in this survey are important to business everywhere in Australia. What the survey intends to do is to rank the relative importance of issues that business must deal with.

Nevertheless, that said it is notable that many of those issues in this last group are in relation to receiving assistance from government. For example, the very last issue on the table is getting export assistance, which is, in terms of priorities, the least important as a general small business issue.

On the other hand, to see that industrial disputation ranks 58th out of 63 is a very welcome outcome. Industrial disputes were at one time the single most important cause of economic contraction and rising rates of unemployment. That industrial disputation is now ranked as lowly as it is, is a true sign of progress. It should be the aim of any government of Australia to keep industrial disputation at this end of the table.

Conclusion
For the most part, small business has similar problems to those that are affecting all business irrespective of size. Running a small business is not getting easier. What we seem to find is that as computer technology advances, governments impose additional regulation and additional tax collections that would have been unimaginable prior to the computerisation of the workplace.

Small business shares with all business the desire to have a less complex tax system in which taxes are lower than they are. They seek less regulation and where regulation is necessary, they seek more light-handed regulation than now exists. It is also apparent that industrial relations issues are important as shown by the high level for unfair dismissals and the importance that is attached to the problems gaining access to individual and enterprise agreements.

The next government of Australia will need to pay close attention to the needs of small business. They are often buried beneath the problems associated with medium and larger sized firms simply because small size can lead to outcomes where “out of sight out of mind” prevails.

What this survey has done is to bring into view the concerns of small business. It will be the responsibility of Australia’s next government to focus its attention on the issues that have been raised by these survey results and deliver meaningful solutions.

ACCI Review – November 2001
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