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Small businesses are a driving force of the American economy. According to the 
Small Business Administration (SBA), they make up 44 percent of the nation’s 
economic activities and create two-thirds of new jobs. 

We surveyed nearly 600 current small business owners and future owners across 
companies of various sizes to gain insight into their motivations for starting a 
business and the challenges they face beyond day-to-day operations.

INTRODUCTION:  
WHO WE SURVEYED AND WHY

Small businesses 
are a driving 
force of the 
American economy. 
According to the 
Small Business 
Administration 
(SBA), they make 
up 44 percent 
of the nation’s 
economic activities 
and create two-
thirds of new jobs. 

Revenue* Current Future Total

<$250K 351 65 416

$250K-$500K 79 23 102

$500K-$1 Mil 54 9 63

Total** 494 99 593

Those who responded to the survey are mostly first-time business owners 
or those who plan on starting a business within the year. A broad spectrum 
of industries is represented, including retail, construction, restaurant, 
manufacturing, the arts, business consulting, real estate, healthcare, and more. 
The owners conduct business from brick-and-mortar locations, online, or both. 
They also span all generations: Baby Boomers, Generation X, and Millennials. 

*With the exception of online presence which skewed toward smaller revenue companies, no noteworthy 
differences were observed by revenue size.

**Ten current and two future owners did not know how to or could not estimate their revenue. (12 total)

Estimated First-year Revenue According to Survey Respondents

“
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In this report, we explore the state of small businesses through the survey 
responses and how small businesses use (or don’t use) resources that promote 
successful business ownership. We look at which businesses use resources to 
help them manage and monitor legal and governmental regulations, as well 
as identify the reasons owners choose to officially register their business. This 
report also considers the choice of business structures, the use of remote 
workers, and operating from a brick-and-mortar location versus online. 

Construction/Contractor

Future owners are 
three times more likely 

to own a franchise 
business compared to 

current owners

CURRENT OWNERS

25%

9% FUTURE OWNERS

Arts/Entertainment

Retail

Retail

Food Service/Restaurant

Food Service/Restaurant

Healthcare

IT/Networks/Computers

Advertising/Marketing

Arts/Entertainment

Construction/Contractor

Business Consulting

Manufacturing

*Mentioned by 5% or more

Among Those Surveyed, Leading Types of Business Owned or Planning to Start*

12%

14%

11%

11%

6%

11%

8%

6%

6%

6%

6%

5%

5%
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favor a combination 
of an online presence 
and a physical  
location

find tax accounting 
and reporting to be 
major areas in which 
they need assistance 

registered their  
businesses, or plan to  
do so, to ensure legal  
compliance with local, 
state, and any other  
necessary regulations

use word of mouth for 
consultant and advisor 
referrals

of business owners  
believe registration  
inspires customer  
confidence

use the internet for 
consultant and advisor 
referrals 

40% 

48% 

60% 

64% 

45% 

53% 

> KEY FINDINGS
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Reason Started/Starting a Business

I acted on a lifelong dream  30%

I wanted to be my own boss/
freedom to put ideas to work  48%

I wanted to utilize my 
education & skills 26%

I saw a market need that was 
not being addressed 13%

It’s my “second act”/I am retired 7%

I wanted to contribute to 
society/greater good 14%

I saw it as an opportunity 
to continue learning 

17%

Previous partnership/
business ended 6%

I wanted a career change 18%

I took over a family business 8%

Other 4%

Freedom and being one’s own boss (48 percent) are the top motivators for going 
into business. Thirty percent are acting on a lifelong dream, and 26 percent want 
to utilize their education and skills. 

> ONLINE OR BRICK-AND-MORTAR?
Every business owner knows that location can be integral to success or failure. 
Some owners choose to operate from a brick-and-mortar location, while others 
may only conduct business online. Regardless, deciding on a business location 
may not be as simple as picking a suitable property, storefront, office space, 
or web domain. Since different states, towns, and cities have different laws 
pertaining to business licenses, permits, zoning, and tax implications, choosing 
a location involves major factors that must be considered when figuring out 
where business will be conducted. 

A combination of an online presence and a physical location is favored by 40 
percent of current owners. Thirty-two percent operate solely from a brick-and-
mortar location, and 28 percent conduct business only online.

Freedom and being 
one’s own boss  
(48 percent) are the 
top motivators for 
going into business. 

“
> REASONS FOR STARTING A BUSINESS
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I was afraid 
of failure  

I had questions 
about payroll 
and properly 
paying 
employees   

I have no one 
to advise me 

I didn’t 
understand 
the tax 
implications 

I didn’t know 
how to price my 
services

I didn’t know 
where/how 
to find office 
space 

It is difficult 
to stay on top 
of laws and 
regulations 

Other reasonI didn’t know 
where/how 
to secure 
funding 

I was concerned 
about doing 
something wrong 

I had 
questions 
about hiring 
and other HR 
requirements  

Future Owners Prefer to Conduct Business Online
Not surprisingly in the age of the internet, very few future business owners are 
planning to conduct business solely from a brick-and-mortar location. Only 14 
percent say they will operate only from a physical location. 

Getting an online-based business up and running is often faster and easier 
than one with a physical location. 

39%

13%

25% 23% 21%

4%

23%

6%18%

31%

8%

Online or Brick-and-Mortar Location

Online 
only

A mix of 
online 
and bricks 
& mortar

Bricks & 
mortar 
only

28%

40%

32%

29%

57%

14%

Current owners Future owners

> FEARS AND CHALLENGES
Fear of failure (39 percent) weighs heavily on first-time business owners. 
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The survey also reveals an overwhelming need for guidance and proper 
resources, especially when it came to laws, regulations, and taxes.  

Disagree Agree

Attitudes Related to Owning a Business

55%

46%

45%

44%

63%

4%

18%

24%

21%

31%

10%

8%

31% 25%
23% 23%

20%

15%

26%

15%

14%

76%

82%

49%

48%

37%

56%

53%

Owning your own business is more rewarding than working 
for someone else

I am confident that I’m able to keep up-to-date with all the 
legal and financial requirements that apply to my business

As a small business owner, it’s challenging to balance work and life

Government regulations present a big challenge to running 
your own business

I have a strong support network

The cost of health care is one of the biggest challenges in 
running your own business

Current owners Future owners

While most agree that owning a business is rewarding, the results provide 
further evidence of the need for guidance, given lack of support and 
challenges with government regulations.

Concerned about doing 
something wrong

No one to 
advise me

Difficult to stay on top  
of laws and regulations

Don’t understand 
tax implications
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> BUSINESS STRUCTURE AND REGISTRATION
Deciding on a business structure is one of the most important choices an owner 
will make since each business structure has different consequences concerning 
liability and taxes, in addition to other implications. According to our survey, the 
choice of business structure and registration status is largely impacted by how 
each owner and planner views their business and their need for liability protection. 

What Are the Most Popular Business Structures? 
Among current business owners, the majority of respondents’ report that they 
conduct business as sole proprietors (52 percent). This is the simplest structure 
when starting a business. With a sole proprietorship, there is no separation between 
the assets of the business and those of the owner. To operate your business as a 
sole proprietor, you can do so by simply deciding to begin doing business.

Almost a quarter of respondents have registered their business as a limited 
liability corporation (LLC) and six percent are registered as S corporations. 

Among those who plan to start a business, 40 percent say they intend to 
be a sole proprietorship, and 22 percent will operate as an LLC. None of the 
respondents from either group selected B-corporation.

Officially registering 
your business usually 
refers to filing in 
the state that you 
choose for your home 
or domestic state 
to designate that 
business as a distinct 
legal entity —  separate 
from the individuals 
who founded it and 
from the shareholders 
who will own it over 
the course of its 
existence.

Business Structure

Current owners

Future owners

Sole proprietorship  

Sole proprietorship  

S-corporation  

S-corporation  

Limited Partnership (LP)  

Limited Partnership (LP)  

B-corporation  

B-corporation  

Not registered  

Not registered  
Don’t know  

LLC  

LLC  

C-corporation   

C-corporation   

Limited Liability Partnership (LLP)  

Limited Liability Partnership (LLP)  

Non-profit 

Non-profit 

52%

40%

22%

11%

3%

4%

7%

10%

24%

5%

6%
2%

3%

0%

1%

1%
0%

6%2%
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What Are the Reasons for Registering a Business? 
The survey reveals both practical and forward-thinking reasons behind the 
decision to register a business. Most owners (60 percent) say they registered 
their businesses, or plan to do so, to ensure legal compliance with local, state, 
and any other necessary regulations. Forty-five percent believe registration 
inspires customer confidence. Forty-four percent are concerned about limiting 
personal liability, while 42 percent think registration would give the company a 
professional feel.

Registration may also indicate how an owner views the growth potential of 
their business. Although a good majority of businesses are operating as sole 
proprietors, switching to another business structure might be beneficial as 
profits increase. For those who start their business as a “side-hustle,” it can 
make sense to start as a sole proprietor and switch to another structure if they 
find they need liability protection.

Why Registered/Plan to Register?

>  MONITORING AND MANAGING LEGAL  
AND GOVERNMENT REGULATIONS

Businesses of all sizes regularly face complex regulatory, legal, and financial 
issues. Compliance requirements vary according to the business structure and 
are more stringent for legal business entities (such as an LLC or corporation).

I am seeing 
some success, 
and this 
will help me 
grow/provide 
structure 
to execute 
business plan  

To leverage 
any tax 
benefits   

I wanted to 
make sure 
everything 
is legal and 
complies with 
local, state 
and any other 
necessary 
regulations

Give 
company 
professional 
feel

Give 
customers 
confidence

Demonstrate 
commitment 
to the 
business

I wanted to 
limit any 
liabilities 
(e.g., 
protect 
personal 
property)

Other

35% 30%60% 42%45% 35%44% 2%
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Current/Planned Source for Monitoring and Managing Legal & Government Requirements

Business Owners Use Fewer Professional Resources  
for Compliance Matters
Current business owners are more likely to monitor and manage government 
and legal regulations themselves than leverage professional advisors and 
services (61 percent). 

However, future owners anticipate greater usage of third parties, especially 
consultants (63 percent).

7%

7%

1%

2%

23%

33%

61%

37%

24%

19%

63%

36%

36%

19%

10%

1%

2%

34%

Do it myself
Leading Methods of Finding 
Professional Assistance

Use outside  
consultants/advisors

Ou
ts

id
e 

Co
ns

ul
ta

nt
s/

Ad
vi

so
rs

Recommendations from 
family/friends/other 
business owner

Internet search

Use advisors (e.g., CPA,  
attorney, etc.)

Use consultants

Use online  
legal services

Use resources from  
franchisor/parent company

Other
Current owners Future owners
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Finding Out What’s Needed to Maintain Legal and Government  
Requirements for Your Business 

Business Owners Are More Likely to Use Online Resources
Business owners tend to use the internet to learn about regulatory compliance. 
Over half of those surveyed use online resources to find information on their 
legal and government requirements for their business. Forty-one percent rely 
on other small business owners for compliance advice.

>  THE USE OF REMOTE WORKERS IN  
SMALL BUSINESSES

With the increase of technological capabilities in the workplace, a remote 
workforce can offer benefits to both employers and employees, including 
flexibility and a substantial reduction in overhead. 

A remote workforce also comes with a unique set of concerns for business owners. 
Taxes, payroll requirements, foreign qualifications, permits, data security, and 
handling Workers’ Compensation are all factors owners need to consider. 

Remote workers are not overwhelmingly used by current business owners*.

However, more future owners plan on employing remote workers (38 percent), 
with a majority those workers coming from their domestic state (95 percent).

Online resources/
services/search  

Trade 
associations

My attorney  
or CPA 

I am still trying to 
find resources 

Small business 
conferences 

Other 

Small business advisory 
groups/chambers of 
commerce

Franchisor/
parent company 

Secretary of 
State website

Other small 
business owners 

University/
college courses

52%

12%

29%

25% 19%

4%

26%

2%

19%

41%

9%

*Information was gathered before the COVID-19 pandemic.
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rethink the way they 
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to the S&P Global 
Market Intelligence 
Survey, nearly 80% of 
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expecting to continue 
these practices in the 
foreseeable future.
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Remote Work as Part of Crisis Planning
Remote work (or telework) often factors into a business continuity plan in 
times of crisis. During the COVID-19 pandemic, we have seen the popularity 
of telework skyrocket. If you are able to operate your business remotely, 
implement work from home policies and technologies that support 
collaborative and secure at-home work (home networks and devices are 
susceptible to security vulnerabilities).

>  THE IMPORTANCE OF RESOURCES  
AND KNOWING HOW TO FIND THEM

Most small business owners attest that starting and managing a small business 
is no easy feat. Most find themselves managing every area of the business 
from human resources to accounting and day-to-day functions. Since business 
ownership is multifaceted, owners face the reality that they need more 
resources in many areas that are particularly challenging. But they must first 
know what they need resources for. 

Where Business Owners and Future Owners Need More Resources
Tax accounting and reporting are major areas in which many small business 
owners and planners have reported needing assistance. Understanding the 
ever-changing state and federal tax obligations can be complex. These rules 
also vary by locality and business structure. Nearly half of those surveyed find 
that they need assistance in these areas. Thirty-two percent state that they 
require further assistance with licenses and permits.

Own Plan to own

In the state where 
my business was 
started/formed 

In another state Outside the U.S. 

93% 22% 5%95% 34% 16%

Yes No Not sure

Remote Workers

Use or Plan  
to Use

Location  
of Remote 
Workers

26% 56% 18%38% 33% 28%
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Tax accounting and 
reporting are major 
areas in which many 
small business 
owners and planners 
have reported 
needing assistance.

“
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Other regulatory and administrative day-to-day operations that owners and 
planners find they need more resources to manage include:

Other resources used for consultant and advisor referrals include the following:

Finding Outside Consultants/Advisors

Most Assistance  
Resources Needed For…

Deciding 
if another 
business 
type would 
be better 
(e.g., LLC, 
S-corporation, 
etc.) 

Payroll 

Expanding 
business to 
a new state 

Tax accounting 
and reporting  

Filing annual 
reports 

Licenses 
and permits 

Business 
contracts/
Statements 
of Work  

Liability 
insurance 

Human 
Resources 
(HR)  

Changing 
the name of 
my company  

18%

14%

9%

48%

20%

32%

16%

22%

12%

4%

Liability 
insurance (22%)

Conferences 
(22%)

Filing annual 
reports (20%)

Webinars (21%)

Deciding if they 
should choose 
another business 
structure (18%)

Trade 
associations 
(17%)

Finding Outside Consultants and Advisors
Word of mouth is one of the most reliable sources for consultant and advisor 
referrals (64 percent). It’s not surprising to also find that a large percentage (53 
percent) of owners turn to the internet. 

Business contracts 
(16%) 

Industry 
publications (16%) 

64%

53%

22%

21%

2%

2%

Recommended by family/
friends/other business owners

Internet search  

Conferences

Webinars or courses  

16%Industry publications  

17%Trade associations  

Franchisor/parent company  

Other
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Among all respondents, self-paced training (53 percent)—done online 
(68 percent) —is most preferred for keeping up with changing business 
requirements. A minority of current owners skip training (27 percent).

Resources for Training Programs

Preferred Training Methods for Keeping Up with Changing 
Legal and Government Requirements

29%Conferences

Online with live  
trainer (21%)  

Self-paced  
(53%)  

Classroom  
(11%)

Pre-recorded 
sessions (11%)  

I don’t do any 
training (27%)  

68%Online

30%Small business advisory groups/
chambers of commerce

13%University/college  

25%Other small business owners  

7%Trade associations  

1%Franchise or/parent company

Keeping up with Changing Legal and Government Requirements
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Small business ownership is challenging, and it can be hard to understand and 
keep up with all of the legal and regulatory requirements without guidance. 
They find it difficult to find the most appropriate resources, often seeking out 
other small business owners who also face the same challenges. Overall, they 
underestimate the effort needed and complexity of running a business.

The use of resources for assistance can make all the difference in how a 
business is run and grows. 

From structuring a business to maximizing ongoing business performance, 
resources such as filing services, guides, templates, documents, and support 
for initial start-ups can provide significant aid throughout the life of any 
business. With access to the right resources — and knowing where to find them 
— small business owners can easily overcome the hurdle of not knowing what 
they don’t know.

The buck starts and stops with me, which 
is just the way I like it. I am in charge of 
my own success and that of the wonderful 
people who are part of my team.

The amount of work that it takes to be 
successful and find good people. Not to 
mention all of the regulations and legal 
and tax advice that I would be needing.

>  CONCLUSION: RESOURCES ARE KEY TO  
HELPING BUSINESS OWNERS FIND OUT WHAT 
THEY DON’T KNOW

Business owners are required to make important decisions daily that can 
impact their success and bottom line. The survey results revealed that while 
owners most value their freedom and being their own boss, they are surprised 
by the amount of work and time it takes to get a business off the ground and 
keep it running. 

What do you most enjoy 
about being a small business 
owner/entrepreneur?

What most surprised you 
about starting or taking 
over a business?

Working for myself. 
Setting my hours. 
Doing my dream. 

The fact that I have the freedom to 
be my own boss. The sky is the limit 
on my earning potential. I have to 
answer to no one.

Lots to do more 
than I thought.

The work and time 
it takes to get it off 
the ground.
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The use of resources 
for assistance can 
make all the difference 
in how a business is 
run and grows. 

“
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BizFilings is your full-service legal and business partner for online 
incorporation, forming an LLC, running a business, and more for small 
businesses. BizFilings has incorporated hundreds of thousands of businesses.

>  WE WERE FOUNDED BY ENTREPRENEURS
The fact that we have a soft spot for entrepreneurs should come as no surprise. 
It’s in our genes — we were co-founded in 1996 by serial entrepreneur, Brian 
Wiegand, and his business partner Rick Oster. We are proud to be the pioneers 
of the online incorporation space. 

>  WE ARE ALL BUSINESS
Our single focus is to help entrepreneurs and business owners start, run and 
grow their companies. We work with companies of all sizes and offer products, 
services, and tools that provide companies the support they need throughout 
the life of their business.
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About BizFilings

Visit the BizFilings Business Owner’s Toolkit for resource 
materials to help manage your small business today.

https://www.bizfilings.com/
https://www.bizfilings.com/toolkit

