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Who do small businesses choose for health insurance?

CBIA  HEALTH
CONNECTIONS

ealth insurance is the most important

benefit you offer, and it's a big part of

your budget. You need an insurance
program that not only meets the needs of your
employees but also helps you control costs.
CBIA Health Connections — the most success-
ful private insurance exchange for small
business — is the solution.

With Health Connections you simply set your
contribution level, then let your employees
choose a plan from Aetna, ConnectiCare,
Harvard Pilgrim, or UnitedHealthcare.

From medical and dental plans to life,
disability, and vision options, CBIA Health

Connections has something for everyone.

Contact your agent for a quote or
call 860.244.1900.

CBIA Health
Connections allows
me to offer my
employees a
valuable benefits
package while
helping to control
our medical
benefits budget.

Richard P. Ramondetta
President

Alloy Specialties Inc.
Manchester




Introduction

CBIA'’s first-ever Survey of Small Businesses, which
includes significant input from family-owned

and -operated enterprises, is aimed at better
understanding and responding to the needs of

Connecticut’s small businesses.

Our survey comes at a time when hiring is up and
credit availability is good, but reports from McKinsey
and others also show the state’s small business
development is weak and legislative mandates on

existing businesses are having a negative impact.

The survey was conducted in March and April 2016,
in a presidential election year and in the middle of
a Connecticut General Assembly session where the

state budget took center stage.

Our findings guide us in developing programs and
services and lobbying for public policies that help

Connecticut’s small and family businesses succeed.

Who Are Connecticut’s
Small Businesses?

Nationally, small businesses employ roughly 57 million
workers, with an annual payroll exceeding $2.3

trillion. More than 99% of all U.S. businesses are small

businesses, defined as having 500 or fewer employees.

A significant number of small businesses are family-
owned and -operated. Vital to their communities and

to the economy, family businesses comprise 80%-90%

of all businesses in North America, contributing 50% of

the nation’s gross domestic product, employing more
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than 60% of the U.S. workforce, accounting for over
three-quarters of new job creation, and outperforming
nonfamily firms on measures such as operating return

on assets.

Small and family-
owned companies
make up the
majority of CBIA’s
membership and
represent a cross-
section of the state’s
business community.
Participants in this
year’s survey include
manufacturers;
professional
services; utilities;
retailers;
construction
companies;
nonprofits;
software/tech;
medical; hospitality/
tourism; finance,
insurance, and real

estate firms; and

businesses engaged
in communications,

transportation, and wholesale trade.

Most are long-time Connecticut companies, averaging
40 years in business. Four percent have been in

business more than a century.



Key Findings

» The top three challenges for Connecticut’s small
businesses are profitability and growth (31% of
respondents); government regulations, mandates,
and other policy decisions (21%); and cost of doing

business/taxes (20%).

» When asked if they believe that Connecticut’s
public policies facilitate the efforts of small
businesses in the state, more than nine out of ten

businesses (92%) said no.

» The personal income tax is the single biggest tax
challenge for small firms, followed by the corporate
tax and property taxes. Many small businesses
noted, however, that the problem isn’t any one
tax but, in one respondent’s words, “a swarm of
them,” including unemployment and workers’

compensation.

» The biggest plus to doing business here is
location (proximity to customers, vendors, family,
other businesses in the supply chain, and major
metropolitan centers), followed by quality of life
and a skilled workforce. The biggest minuses are
taxes, specifically; and a poor business climate

and high business costs, generally.

> Sixty percent of small

> Thirty-eight

percent plan fo
expand this year,
compared to 13%

who say they will

contract.

Nearly two-

thirds of small In 2016, do you
businesses expect your

business to...
surveyed (64%)
E d
say that over the xpan
M Stay the same

1 th
pastyear, they or B Contract

their employees

communicated

with state

legislators about their business challenges and
needs. Sixty-nine percent are not confident
legislators will act consistently and predictably in
enacting or rejecting legislation affecting business

over the next three to five years.

Sixty-five percent say Obamacare has had a
negative impact on their business, compared to

7% who say the impact is positive.

businesses are hiring
Personal
in 2016, though most income tax
will hire fewer than Corporate
income tax

four new workers.

Property
fax
Sales tax

37%
25%
17% Which state tax is

most problematic for
your business?
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» Labor regulations are overwhelmingly the most

problematic for Connecticut’'s small businesses.

» Sixty-five percent say their company brand has

benefited from Facebook, LinkedIn, Twitter, and

other social media; 61% have a social media

presence.

» Data breaches worry 78% of respondents, and

79% have increased cybersecurity at their firm

over the past year. Fewer (57%) have a disaster

recovery plan.

Growth & Challenges

As a business location, Connecticut has its pros

and cons.

For most respondents, Connecticut is home. It's
where small business owners trace their family roots
and where they’ve raised their own families. Not
surprisingly, this is what respondents like best about
running a business in Connecticut. As several business

owners put it, “Family is local,” and “I live here”

Other pluses to doing business here are quality of life

and a skilled workforce.

The biggest
Location 43% drawbacks,
Quality 219 respondents
. (]
of life say, are the
WEEETEC; 15% What do you like best state’s taxes
about operating a business .
Loval . . (particularly
oya 1% in Connecticut?
customers the personal
income tax)
and regulatory burden,
an anti-business attitude
o,
Taxes 33% among policymakers,
Policymakers 16% and the high cost of doing
business.
Cost of doing o
business 14% Al .
though concerns run high
Regulations & ° ,
mandates 13% What do you about the state’s economy
Economy/ 13 like least about and a shortage of qualified
business climate ° being located in workers, small businesses
Infrastructure 5% Connecticut? see threats to profitability
N . and growth as their
Cost ofliving 4% biggest challenge in 2016.
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By a factor of

nearly three to one,
businesses expect to
grow this year (38% of
respondents) rather
than shrink (13%); just
under half expect to

stay the same.

About 29% plan to
take out business
loans; of these, most

(77%) will take out

bank loans. The rest will tap into personal savings

(18%), government grants (11%), equity financing (11%),

and SBA loans (10%).

Sixty percent of respondents are hiring in 2016. Though

most are adding between one and three new workers,

Profitability & growth

Government regulations,
mandates, & other policy decisions

Cost of doing business & taxes

Staffing

Economy

Consumer confidence

2%

6%

31%
21%
20%
14%
What is the biggest

challenge for your
business in 20167

think it's somewhat or very likely) or not (48% believe

it's somewhat or very unlikely).

Similarly, 53% say they prefer that the family retains

many are hiring in the double digits.

Family Business Issues

The majority of small business owners who

members.

ownership, while 47% plan to sell to nonfamily

A slight majority of family businesses (61%) have

a succession plan, but not necessarily in writing.

About one in four (26%) have a written succession

plan; 35% have a plan, but not in writing; and 39%

participated in our survey (71%) are family businesses.

They are nearly evenly divided about whether they

have no plan.

Only 39% have written workplace policies that apply

believe the next CEO will be a family member (52%

to family members in the business; the rest do not.

1-3 59%
Are you VES 4-10 27%
hiring o
in 20162 607% 1-20 8% .
: How many full-time employees do you
21+ 6% expect to hire in Connecticut this year?
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Public Policy & Business

Climate

A state’s business climate is shaped in no small part

by policies that
support or stifle
output, employment,
and economic
growth. These
include state
spending, corporate
tax structures,

labor laws, and
environmental

regulations.

Consistent with
annual rankings

of states’ business
climates, 92% of our
survey respondents
say Connecticut’s

public policies do

not facilitate the efforts of small businesses in the state.

What is the
likelihood that the
next CEO will be
a family member?

Very likely
B Somewhat likely
B Somewhat unlikely

W Very unlikely

Sixty-nine percent are not confident that legislators

will act consistently and predictably on legislation

affecting business over the next

three to five years.

Forty-three percent report that the

estate tax has a negative impact

on their firm’s future.

Among state laws and regulations
that businesses find most onerous,

those governing labor and

employment—in
particular what
respondents view as

an unemployment

929

compensation

system that

unfairly punishes

businesses—were Do you believe

that, overall,
Connecticut’s
public policies
facilitate the
efforts of small
businesses in
the state?

cited most often.
Other regulatory
burdens considered
problematic include
those coming from

the departments

of Transportation,
Motor Vehicles,
and Energy and
Environmental Protection. Several business owners
indicated that it wasn’t any one particular regulation or
set of regulations but the sheer number of them—or as

one respondent put it, “death by a thousand cuts.”

With the adoption of Obamacare six years ago, many
small businesses we surveyed raised concerns about
the threat of added burdens and administrative costs.

In 2010, 63% expected their costs to increase as a result

When it comes to legislation
affecting businesses, are you
confident that over the next three

to five years Connecticut legislators
will act consistently and predictably?

B Not confident
B Not sure

Very confident

B Reasonably confident
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Email

34%

One-on-one meeting 26%
Phone 12% In the past year, have
you or your employees
Letter 10% communicated with legislators
Lobbying group (including 8% about your business
(]
CBlA) or other group effort Cha"enges or needs?
Public hearings or forums 5% How did you communicate
your concerns?
Hosting a legislator 3%
of healthcare reform. Today, 65% Sixty-four percent report that over
say Obamacare has in fact had a the past year they or their employees
negative impact on their business, communicated fo legislators regarding
compared to 7% who say the impact their business challenges or needs.
has been positive. Though they primarily correspond with
their legislators by email, more than
P |' . | 25% had a one-on-one meeting with
olitica . .
. a legislator. Respondents and their
E What impact has ‘ P
ngagement Obamacare had employees also communicate with
srall busi i on your business? their elected officials by phone and in
mall businesses are trying to
positively influence policy at both the Positive impact writing, and many have affended public
4 federal lovel B Negative impact hearings or hosted legislators at their
state and federal levels. .
B No impact place of business.
Ninety-nine
percent of our
Labor 39 respondents are
. o
regulations registered fo vote,
Env:?gtﬁ?g:! 21% and 95% plan fo
cast their ballots
Insurance 12%
mandates Which state regulations are most in the Connecticut
DOTl/rD'MV 6% problematic for your business? legislative election
regulations
this fall.
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Technology
& Talent

Sixty-one percent of
businesses surveyed
have a presence on
social media, and
65% say Facebook,
Twitter, LinkedIn,
and other social sites
helped promote
their company
brand. Compare
that to 2010, when
more than half

of all Connecticut

Does your
company have
a presence
on Facebook,
LinkedIn, Twitter,
or other social
media?

businesses we surveyed either believed social media

had no benefits for their company or were unsure.

While technology proves useful to small businesses,

taking full advantage of it has proven difficult for many.

Businesses’ greatest hurdle in this area is a shortage

of employees adequately trained in appropriate

technologies.
Interestingly, human
capital is also their
greatest technological
asset; the most common
response to our question
about companies’
strongest tech asset
was “the people we
have recruited and

developed,” “key

personnel,” and
‘knowledgeable
and creative

staff” Other tech
assets noted were
companies’ software
and databases,

web presence,
machinery and
other equipment,

and their ability to

Has social media
helped promote
your company
brand?

adapt to change.

Challenges included

cost, data protection and other cybersecurity issues,

keeping up with the pace of change in technology,

and integrating devices across multiple locations

and servers.

While large firms have dedicated staff and consultants

in the area of technology, smaller firms face the same

challenges and exposure as their larger counterparts

without the same level of resources.

Knowledgeable staff

Software & databases

Web presence

Equipment

Company’s adaptability

Competitive advantage

30%

20%

17%

16%

9%

3%

What's your
biggest
technological
asset?
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Cybersecurity issues worry 78% of
our small business respondents,
and 79% increased cybersecurity
at their firms over the past year.

In addition, companies are
increasingly seeing the need for
solid plans to deal with natural and

manmade disasters.

Fifty-seven percent of those
surveyed have a disaster recovery
plan; 43% do not. This is a modest
but measurable improvement over
2010, when 50% of companies had
no confinuity plan for responding to
emergencies and disasters and no

intention of developing one.

YES

78%

Are you
worried about
cybersecurity?

Finding knowledgeable
employees/training

Keeping up with
rapid changes

Costs

Starting/maintaining
an internet presence

Security

Online financial services

Technological integration
of devices & software

Bandwidth

4%

4%

3%

22%

21%
16%
9%
8%
What'’s your
biggest
technological
challenge?

Has your company
done anything
to increase
cybersecurity over
the past year?
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Does your
company have
a disaster
recovery plan?




About the Survey

Methodology &
Demographics

Questionnaires were emailed
and mailed in March and

April 2016 to top executives

at approximately 3,800

small businesses throughout
Connecticut; 232 questionnaires
were returned, for a response
rate of 6.1% and a margin of

error of +/— 6.6%.

The oldest companies
represented in our survey date
back 135 years. The newest were
established in 2014. They range
in size from two employees fo
320; include veteran-, woman-,
and minority-owned firms; and
represent industries ranging from
construction to manufacturing

and professional services.

NONPROFIT
(3%)
* FINANCE (2%)
REAL 5 HOSPITALITY
ESTATE 0 . 77T &TOURISM (1%)

(3%)
. « « « UTILITIES (1%)

INSURANCE

SOFTWARE/
TECHNOLOGY

4%
4%

WHOLESALE
DISTRIBUTION

INDUSTRIES

MEDICAL REPRESENTED™
*Twelve percent of respondents
indicated ‘other.’
RETAIL

CONSTRUCTION PROFESSIONAL

SERVICES
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About CBIA Health
Connections

CBIA Health Connections, a program of CBIA Service
Corp., is a nationally recognized private-sector
health insurance exchange for

small businesses, providing CBIA

benefit solutions for Connecticut n H EAI—TH

CONNECTIONS

companies and their employees THE POWER OF CHOICE

since 1995.

CBIA Health Connections offers products for all
employee benefits needs—from health insurance to

dental, life, and disability insurance.

Health Connections serves more than 6,000 companies
and tens of thousands of employees with plans from
Connecticut’s top insurance companies—Aetna,

ConnectiCare, Harvard Pilgrim, and UnitedHealthcare.

Learn more at cbia.com.
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About CBI

Connecticut Business
& Industry Association

CBIA is Connecticut’s leading business organization.
Our public policy staff works with state government to
help shape specific laws and regulations to support
job creation and make Connecticut’s
business climate competitive. Our
councils, committees, and roundtables
give our members forums for

influencing the legislative and regulatory processes.

CBIA is dedicated fo improving Connecticut’s economic
competitiveness through the CT20x17 campaign.

With the support of more than 84 leading business

and professional organizations from across the state,
CT20x17 is a broad-based, multiyear campaign

aimed at moving Connecticut into the fop 20 states

for business by 2017. Learn more at ct20x17.org.

One of CBIA’'s most important functions is to

provide our members with information fo help

them better manage their businesses. We conduct
training seminars, workshops, and conferences on
environmental regulations, safety and health, human
resources, compensation and benefits, taxes, energy,

economic conditions, and healthcare. Our free

cbia

telephone consulting service gives members access
to our experienced staff of professionals on a wide

range of business topics.

Many CBIA members take advantage of our employee
benefits plans, discount programs, and group
purchasing opportunities. These include innovative
health and dental insurance programs through CBIA
Health Connections—CBIA's private-sector health
insurance exchange—as well as other insurance lines,
retirement plans, a COBRA continuation program,
group energy purchasing, and member discounts on
everything from packaging materials to background

checks.

Learn more at cbia.com. n = u o
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HR Problems?
Call CBIA’s

HR Hotline







cbia

Connecticut Business & Industry Association | 350 Church St., Hartford, CT 06103-1126 | 860.244.1900 | cbio.com | @CBIANews



