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In tod ay' s increasin gly compe titive envi ronme n t, ene rgy se rvice
companies are see king ways to learn more about their cus tome rs and
prospects. Sur vey research is one tool that they can use to identify cus
tom er conce rns . This article present s the fin dings of a sur vey of Tennes
see sma ll bu siness owne rs. It provid es sev eral pieces of information that
may be help ful to energy service p rovid ers that are interested in mar ket
ing services to this cus tomer gro up.

The research present ed here has the same limit at ions as other types
of survey efforts. The issues that affect responses can vary according to
the time of yea r, gene ral econo mic si tua tion, or geographical region.
Ano ther limi tation of survey resea rch is its reflect ion of researcher inter
es ts and biases.

Because of these limitations, energy serv ice pr oviders sho u ld view
this and othe r su rvey research as one piece of a very large cus tome r
puzzle. Since researchers and respon dents both play roles, it ma y be
help ful to view survey research as a jointly produced story about a par
ticul ar set of qu estions. In this article we address the following qu est ions.

Firs t, which cha llenge s do sma ll bu siness owne rs cons ide r most
important to their future success? Second, how do ow ne rs assess the im
port ance of ene rgy concerns relativ e to oth er issues? Third, do owne rs of
va rious bu siness types and sizes perceive issues differently?

By see king the answers to these and othe r qu est ions, energy se rvice
pro viders can ga in insights into wha t's on the minds of small bu siness
cus tome rs . This is an essentia l part of packaging appropriate services
and messages for this particular group.
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SURVEY METHOD

To ident ify the concern s of small bu siness owners we asked them
to assess the importance of 31 chall enges on a scale from one-five. A
score of five meant the challenge is critical to the bu siness ' future suc
cess . A score of one meant the challenge is irrelevant to future success.

The populati on was the total number of small bu sin ess owners
identified by American Business Information (ABI) and included in the
1997 ABI databa se (86,159 owners of small bu sinesses with fewer than
100 employees) . We used a stratified random sample to en sure tha t all
geographical areas of the state were represented in the survey. On Sep 
tember 3, 1997, we mail ed surv eys to 12,600 small bu siness owners . We
sen t a reminder postcard two weeks later. We received 980 completed
surveys by No vember 1 (7.8ul<, response rate). The sample size exceeded
the 400 responses need ed to provide a 95% confidence level that the
sample is representati ve of the populat ion.

In ana lyzi ng the resp onses, we first examined frequencies and
mean scores for each item . We ranked the items accord ing to mean score.
We examine d mean rankings for the total sample and for specific busi
ness typ e, size, and age cat egories. Th is helped provide insight into
which cha llenges dominate the attention of small bu siness owners. We
next cond uc ted analys is of variance tests to compar e differ ent small
bu siness groups. Our purpose was to see wh ether owners of d ifferent
bu siness typ es, size and age rat ed top challenges and en er gy-related
cha llenges differently.

SAMPL E CHA RACTERISTICS-SMALL BUSINESSES

Owners of serv ice bu sinesses (47% of respondents) and retail busi
nesses (31%) dominate the sample. Other respondents reported that the y
ow n m anufactur in g (7%), cons tr uc tio n (6%), whol esale (6%), and
agribusiness (2%) firm s. The sample compares favorably with 1995 US
Cens us data that shows similar percent ages for Tennessee businesses
with fewer than 100 employees .

The majorit y of respondents (60%) indicated that their 1996 gross
sales were less than $500,000. Onl y 6% reported sales exceed ing 55 mil
lion. Retail bu sinesses reflect the aggregate sample in that 60% had gross
sales under $500,000. The service sector sho ws similar numbers with 68%
under $500,000. The manufacturing sector shows greater di spersion as
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53% had sales below 5500,000 and 35% had sales above 51 million.
Most respondents own businesses that have been operating quite

awhile, with 9% reporting three or fewer years, 30% reporting 4-9 years,
and 61% more than 10 years. Sole proprietors represent 47% of the re
spondents. Other respondents have structured their business as corpora
tions (12%), partnerships (8%), and limited liability corporations (2%).

TOP CHALLENGES

Small business owners reported the following top challenges to
future success: (1) increasing sales; (2) improuing customer service; (3) im
proping cash-flow management; (4) finding and keeping qualified employees;
and (5) increasing employee productivity. Table 1 shows a complete list of
challenges and corresponding mean scores, ranked from highest-lowest.

The type of business did not seriously affect top challenges. Retail ,
service, manufacturing and wholesale businesses all had the same top
five challenges. Despite their similarity, there are differences worth not
ing . Owners of retail businesses reported iniprouing cash-flow management
as more critical to their future success than owners of oth er bu siness
types (chart 1). Retail owners also rated improoing customer service as
more important to future success (chart 2).

Table 1. Small Business Challenges Ranking of Mean Scores, 1-5 Scale

1 increa sin g sales -l.37 16 expand ing computer appl ications 3.5-1

2 improving cus tomer serv ice -l.2-l 17 strengthening personnel
3 improving cashflow man agement -l.20 procedures 3.51

-l findi ng and keeping qua lified 18 strengthening cred itor / bank
employees -l.ll relati onships 3.-l-l

5 increasin g employee productiv ity -l.08 19 strengthening supplier relati onships 3.36

6 improving employee technical skills 3.90 20 improving invent ory contro l 3.35

7 complying with irs tax requirements 3.86 21 adopting new offce or pr ocess
8 complying with state tax technologies 3.31

requirement s 3.78 22 providing employee benefit s 3.31

9 improving supervisory skill 3.77 23 replacing equipment and machinery 3.25

10 improving marketing and 24 complying with workers comp
ad vert ising 3.76 requirements 3.22

11 measuring business performance 3.76 25 finding dependable sources of
12 improving accounts receivable financing 3.20

management 3.75 26 complying with osha regul ati ons 3.16

13 de veloping long-term bu siness plans 3.7-l 27 complying w ith epa regul at ions 3.1-l

1-l improving accounting and 28 upgrading buildings, facilities 3.12

bookkeeping 3.65 29 reducing ener gy costs 2.75

15 improving pr icing stra tegies 3.6-1 30 selling to the gove rnment 2.13
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The size of a bu siness did not great ly affect owne r responses. As
wo uld be expected, the major difference was tha t as a business grew,
emp loyee-related issues became more importan t (chart 3).

We also looked at how the age of a bu siness affects owner conce rns .
One interesting finding is tha t owners of firms in ope ra tion from 4-10
years placed higher importance on find ing de pendable sources of fina nc
ing than ow ners of bo th younge r and older firms (chart 4). This reflects
the growi.ng pa ins of businesses tha t are pas t the sta rt-up phase and no t
yet in the ma ture phase.

Chart 1: Improving Cashflow Management
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Chart 2: Improvin g Customer Service
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Chart 3: Increasing Employee Productivity
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Chart 4: Finding Dependable Financing
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ENERGY RELATED CHALLENGES

As sho wn in Table 1, sma ll business owners rat ed reducing ellergy
costs low er than 28 othe r challenges. Several challenges normally associ
ated wi th energy services fared some better, but were still below top
ranking cha llenges. These include repl acing equipment and machinery
(23), complying with EPA regulations (27), and up grading buildings/
facilities (28).
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As wo uld be expected, owners of manufactu rin g bu sinesses rated
reducing energy costs as more important to their future success than othe r
owne rs. Ret ail ow ne rs, ho wever, wer e not too far behind (ch art 5).
Owners of manufacturing bu sinesses also rated replacing equipment and
machinery and complying with EPA regula tions as more importan t than
owners of other bu siness types (charts 6 and 7). Altho ugh we also exam
ined the effect of business size and age on ene rgy- related concerns, we
found no significan t differences.

TH E SMALL BUSINESS STORY

Sur vey results describe a sma ll business owner with very immedi
ate conce rns . These concern s are dominated by the need to find the next
customer and make sure that each customer is satisfied . These immed i
ate concerns also include the need to keep the cash flowing long enough
to meet next month's payroll and other expenses. The survey shows that
sma ll bu siness owne rs face remarkably similar challenges, regardless of
business type, size or years of operation. They are uni versally concerned
with the immediate demands of sales, service and cash flow. In short,
they are concerned with keep ing their doors open.

Chart 5: Reducing Energy Costs
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Chart 6: Replacing Equipment and Machinery
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Chart 7: Complying with EPA regu lations
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MARKETING EN ERGY SERVICES

Survey results suggest that providers of energy efficiency ser
vices must frame lower ranked energy concerns in terms of higher
small business priorities. That is, they must tailor their message to fit
the top challenges of small business owner.

From this perspective, an air-conditioning replaceme nt or lighting



up grade is not merely an equipmen t upgrade or energy cost reduction
strategy . Rath er , it is an opportun ity to impro ve cash flow, customer
serv ice, and employee productivity. Survey results suggest that if the
energy service p ro vid er is tar geting re tail bu sinesses, then cash flow
management or cus tomer service is the appropriate message. For manu
facturing bu sinesses, the focus sho uld be employee productivity.

Fram ing en ergy-related issu es in the se terms will require some
energy serv ice provid ers to learn new wa ys of communicating with the ir
cu stomers. They may find that they need to red esign ad vertisements,
project descript ion pr actices, energy aud it form s, and other communica
tion method s. They may also need to collaborate wi th sm all business
consultan ts, financial companies, or simi lar firm s in orde r to develop the
financial and marketin g expertise that will help them better understand
customer pri orities.

The ke y in today's competitive environment is to understand the
whole customer and find ways to help him or her succeed. In other
words, make the customer's challenges your own and show how your
services can help solve th em.
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