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INTRODUCTION

ee United States is seeing its worst economis afisi
decades, and among those hit hard are smallds,somess

the backbone of our economy and a major sousse of jo

BACKGROUND

Small businesses have long played a centralthele in

economy of the United States. However, accoraiogno r
reports, lack of credit options has hit smallebsesin
particularly hard during this recession.

Since October 2008, business loans are down llmgiif7 pe

and still falling, and the credit squeeze isrielientely by
small businesses than by large ones, which chocissue

debt to raise morleyln addition to the credit shortage,
small businesses must cope with a reduction meronsu
demand, leading to what economist Lawrence Mislzel ca

adouble squeeze?

To alleviate the recession and help address éts
Congress is now considering a number of ®namaial
measures, including the creation of a ConsumeraFi
Protection Agency. ¢is report contributes to thelipu
debate on these proposals by sharing the critjdtpess
of Main Street small businesses.

third quarter of 2000 .Between March 2008 and Mai
2009, small business bankruptcies nearly doubled.

e recession's toll on small businesses is witdelyge
cally, small businesses account for approximat#lalhe
job losses in a recession. However, accordieny te @ont
by London-based Capital Economics, during thssorec
small business job losses have been resporsdiiuet f
two-thirds of the employment decline in thé U.S.

Making matters worse, small business creatioh
providing a cushion now as it has in previou®nscéss
earlier economic downturns, many newly unemg

Small business owners and entrepreneurs now ptedominaworkers turned to self-employment for their livedih

among those ®ling for commercial bankruptcytagloling

But recent restrictions in the bankruptcy law redethae

loss® According to Equifax, commercial bankruptcies stakes for potential entrepreneurs, so relatieelaféw
among the nation's more than 25 million small besines 0! workers are starting new businésses.

increased by 44 percent from the third quarteBab2bé



DOLOGY FI

Between October 2009 and January 2010, the Matin Stre «is survey questioned Main Street small businesssown
Alliance conducted a survey of 1,237 small bosiness about the recession's impacts on them and about the
from 13 states, including Arkansas, Idaho, Jllimdiana, perspectives on proposals for ®nancial refoca)aplgrti
lowa, Montana, Nebraska, New Jersey, New York, Norththe creation of a Consumer Financial ProtectioryAgen
Carolina, Oregon, Virginia and Washington. Susveyor

identi®ed respondents through door-to-door cagassin e report ®nds that responding small business avaers
business districts and through phone calls andlibr em experiencing a range of impacts from the reeaskian,
invitations to lists of small business owners who ha strong majority support Congressional action poia®na
responded to previous survey and outreach igitiative reform, including the creation of a Consumer BElnanci
Respondents included small employers (62 pencent) a Protection Agency.

self-employed business owners (38 percent). @dirgspo

small employers, 99 percent had 50 or fewer esaploye

Impacts of the Recession on Small Businesses

Since June 2008, more than two thirds (71 percangllof
business respondents reported losing custonusiaassh
due to the recession. More than two in ®ve (41) peadnt
personal savings or credit cards for expensely norma
covered with external loans or business credearyys.
a third (32 percent) saw their business crediexas] t
deteriorate. Meanwhile, 15 percent of resporejerted
being turned down by a past lender, while 14 pactent
been turned down by a new lender. Nine percahegaid
had accepted a loan at a higher interest rater thast f
loans.

Been turned down by a past le
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Small Business Perspectives on Financial RefornMore than two thirds of responding small business owne
(69 percent) support strong ®nancial reformsrexbitgpa
less than one in ®ve (18 percent) favoring lesaggdvern
involvement.

ee survey next asked small business owners whegher the
believe enough steps have been taken to ensuonalthat
businesses and the economy as a whole are frartected
another Wall Street collapse.

Respondents were then asked about their perspeetives o
Consumer Financial Protection Agency (CFPA):

Currently, dilerent federal regulators superviserdile
types of banks, while nonbank lenders (like payday
lenders and mortgage and ®nance companies) have
federal regulator. One proposal would creataumn€ons
Financial Protection Agency to supervise allamahks
nonbank lenders. «is agency would promote transpar-
Over three quarters of respondents (77 percent} do N ency and access for small businesses and otergonsu

believe enough steps have been taken, whiteemty (> seeking loans and ®nancial services. Would pou supp
percent) believe enough has been done. Severgaen pe or oppose this approach?

were undecided.

ION O

Testing small business perspectives on ®nantiathefo ENCY

survey ®rst presented respondents with two pesgible
Congress could react to the ®nancial crisis dnalhéctke
they agree with:

A) Congress should avoid over-reacting to the ®nanci
crisis and avoid sweeping reforms. Too manyaegulat
would sti e business growth and threaten our recovery.

or,

B) Congress should pass strong ®nancial refomgs. St
measures are needed to ensure accountability on W
Street, promote fair access to credit for snratisbas,

and prevent another collapse.

ES Most respondents (67 percent) said they wouldtsbppor
creation of a CFPA, with less than one in eiglarCEat)
opposing it.

Congress should avoid o
reacting to the financial crisis
avoid sweeping refor

Congress should pass str
financial refor

Undecide
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Finally, respondents were asked if they beliemsdmézo
Financial Protection Agency would:

A) Help small businesses by ensuring accest tmcred
fair terms and making sure all lenders are plattieg
same rules.

or,
B) Hurt small businesses by limiting accessvidabe

array of credit options and applying a %one-s#le-®ts
approach to oversight of lenders.

A majority of respondents (61 percent) felt the CFPA
would help small businesses, while approximataly one
seven (13 percent) believed it would hurt snradkbas.

CON

le current recession has battered small businegbes
United States, harming a vital source of emplaymaent
community vitality. le Main Street small businesseow
who participated in this survey believe by a deajsiity

that Congress should pass strong ®nancial refoatecto
their sector and the economy as a whole. Additanally,
majority support creation of a Consumer Finaratedt-P
tion Agency and believe it would help small basines
succeed.

A CFPA would help small busin
by ensuring access to cred
fair term

A CFPA would hurt small busin
by limiting access to the wi
array of credit optio
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