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According to the U.S. Small Business Administration, 
companies with fewer than 500 employees provide more 
than half of the nation’s private jobs. Essentially, the state 
of small businesses in America determines where we’re 
headed economically as a nation.

While politicians and reporters continue to debate the 
best solutions for helping small businesses succeed today, 
Palo Alto Software decided to to ask SMB owners them-
selves. The company surveyed nearly 400 entrepreneurs in 
January 2014 to assess the State of Small Business and get 
their take on important issues such as business planning, 
hiring and revenue expectations, and Affordable Care Act 
implementation.

The survey overwhelmingly revealed that small busi-
ness owners have high hopes for growth and hiring in 
2014, but that their optimism largely depends on how well 
they plan. In fact, nearly three-quarters of established 
companies that have a business plan in place expect to 
grow more than 10 percent in 2014. Entrepreneurs believe 
in taking matters into their own hands, and those who 
budget and track their business’s financial progress regu-
larly have much higher expectations for the future. These 
planners are the ones driving our economy.

Small businesses are respon-
sible for driving economic 
growth in the United States.
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Today’s small businesses  
are optimistic

Despite economic hardships and an array of 
political drama in recent years, today’s small 
businesses are resilient. They have an opti-
mistic view of the future and expect to grow 
and hire in 2014.

The survey found that 91 percent of small 
business owners that made money last year 
expect revenue growth in 2014, and only a 
very small percentage expect a decrease. 
The majority of established SMBs also plan 
to hire in 2014, with 76 percent expecting to 
bring on new employees this year.

High expectations for hiring and growth 
reflect small business owners’ improved 
outlook. Most small business owners who 
had revenue in 2013 say they are better off 
financially than they were a year ago, and 
the vast majority expressed optimism that 
their businesses will continue to improve  
in 2014.

Despite 2013 being a year filled with 
political ups and downs, most small busi-
ness owners say today’s political landscape 
will have little to no impact on their abil-
ity to plan ahead and grow. In fact, exter-
nal political and economic factors—such 
as implementation of the Affordable Care 
Act, interest, rates and stock market perfor-
mance—had a minimal effect on most com-
panies’ operations.

What is your overall projected revenue 
growth or loss for 2014?

Gain of 1-10%

 Gain of 11-25%

Gain of 26-50%

Gain of 51-100%

Gain of more 
than 100%

Same as 2013

Loss of 1-10%

Loss of 11-15%

Loss more 
than 25%

22%

25%

14%

13%

17%

7%

0%

2%

0%

50%0%

The more often 
a company plans 
and tracks its key 
financial metrics, the 
more likely it is to be 
growing and hiring.
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While these external factors often make 
the headlines, the survey revealed a much 
simpler driver for SMBs: The more often a 
company plans and tracks its key financial 
metrics, the more likely it is to be growing 
and hiring.

Where does your business stand 
financially compared to 12 months ago?

Better 60%

30%

9%

Same

Worse

100%0%

Are you more or less optimistic about 
your company’s finances today compared 
to 12 months ago?

More

Same

Less

84%

12%

4%

100%0%

91%

60%

84%

76%

of small business owners that made money last 
year expect revenue growth in 2014.

of small business owners’ finances are better off 
compared to 12 months ago.

of small business owners expect to bring on new 
employees in 2014.

of small business owners are more optimistic about 
their finances compared to 12 months ago.

How many employees do you plan to 
hire in 2014?

1-5

6-10

11-15

15+

0

58%

10%

1%

7%

24%

100%0%



27% 33%

37%

41%

19%

19%

13%

13%

9%

7%

14%

19%

17%

16%

13%

6%

40%

40%

44%

68%

70%

75%

80%

80%

More Difficult

Less Difficult

No Effect

How have 
the following 
factors affected 
your ability to 
plan or grow 
your business?

Interest 
Rates

Affordable 
Care Act

Stock Market 
Performance

Possible 
Federal Tax 

Reform

Unemployment 
Rate

Access to 
Funding/Capital

Access 
to Talent

Competetive 
Landscape
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Tracking and planning 
for success

Small business owners believe in taking 
matters into their own hands. The survey 
found that more than half of small business 
owners who witnessed growth over the past 
year attribute it primarily to thinking more 
strategically about their businesses. By 
comparison, the U.S. and global economies 
played the smallest role in their growth.

The survey found that those who budget 
and track their business financials regularly 
are more likely to expect higher growth and 
more hiring in 2014:
 

 Ȫ 73 percent of established companies that 
have a business plan in place expect to 
grow more than 10 percent in 2014, com-
pared to only 17 percent of companies 
that don’t have a business plan developed.

 Ȫ 79 percent of companies with a business 
plan say they are better off financially 
compared to a year ago, while only a 
third of SMBs without a business plan 
can say the same thing.

 Ȫ 80 percent of established companies and 
pre-revenue startups with a business plan 
expect to hire this year, compared to 62 
percent who haven’t developed one.

To what do you attribute your 
financial health?

The U.S. 
Economy 12%

9%

17%

28%

14%

37%

25%

55%

34%

39%

The Global 
Economy

Secured Capital

Hired Key People

Purchased Key 
Equipment

Made Strategic  
Investments in my Biz

Increased Sales/
Market Share

Thought More 
Stratigically

Worked With 
Advisors/Mentors

Expanded My 
Business

100%0%

The survey found that 
those who budget and 
track their business 
financials regularly are 
more likely to expect 
higher growth and 
more hiring in 2014
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 Ȫ The more often companies with rev-
enue check their financials, the more 
likely they are to be growing. 71 percent 
of SMBs that check their key metrics 
at least weekly expect to grow revenue 
by more than 10 percent in 2014, com-
pared to 59 percent that never compare 
planned and actual results. 

Entrepreneurs’ do-it-yourself preference 
is also reflected in how they budget and 
track their finances. They survey found 
that roughly a third of established busi-
nesses have hired employees to oversee 
their finances. 

The numbers are even lower for pre-
revenue startups, with fewer than 10 
percent saying they currently have in-house 
finance or accounting employees. Among 
this group, the entrepreneur is the one 
developing the budget and sales forecast 
more than 80 percent of the time—but only 
half are confident in their numbers.

The same DIY mentality influences the 
financial tools being used by SMBs. Excel is 
still the old standby, with 51 percent of all 
businesses using spreadsheets in addition 
to other accounting tools. But online ser-
vices such as QuickBooks Online, Xero, and 
Sage are becoming more popular, with 16 
percent of all small businesses saying they 
plan to use at least one cloud-based track-
ing tool for the first time in 2014.  

Financial experts and 
advanced accounting 
technology can help 
small business owner 
accelerate their growth 
by making planning and 
tracking easier

Which of the following do you employ or  
plan to employ in 2014?

Do not plan 
to employ

Currently 
employ

Plan to employ 
in 2014

Bookkeeper

Accountant 
(non-CPA)

CPA

Controller

CFO

Financial 
Advisor

51%

66%

54%

86%

75%

62%

33%

22%

29%

5%

17%

18%

16%

12%

17%

9%

8%

20%



Among 
businesses that 
plan and track...

Among 
businesses that 
do not plan or 
track...

17% 
expect growth 

in 2014

33% 
are better 

off financially 
compared to 2013

59%
expect to grow 

more than 10%

73% 
expect growth 

in 2014

79% 
are better 

off financially 
compared to 2013

80%
expect to hire 

in 2014

71%
expect to grow 

more than 10%
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82%
expect to hire 

in 2014

How often do 
you compare 
your financial 
plan and budgets 
to your actual 
financial results?

13% Weekly

6%  Quarterly

5% Annually

2% Several 
Times a Day

36% Plan  
to do This

3% Daily

2% Never

33% Monthly
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Financial experts and advanced account-
ing technology can help small business 
owners accelerate their growth by making 
planning and tracking easier. If small busi-
ness owners can truly focus on what they 
know best—developing the best possible 
services and products for their customers—
and spend less time crunching numbers, 
they’ll be able to play an even larger role in 
helping the economy get back on track.

Of course, financial planning and track-
ing aren’t the only factors contributing to 
the growth of small businesses. In order to 
continue expanding, small business need 
more help from investors and banks.

Biggest obstacle? Access 
to funding

While they’re optimistic about their busi-
nesses’ future, small business owners say 
access to funding is the biggest hurdle pre-
venting them from growth. Whether it’s 
small business loans or funding from inves-
tors, entrepreneurs say they need greater 
access to capital in order to continue driv-
ing economic growth. 

 Ȫ 41 percent of existing business owners 
and 45 percent of non-revenue startups 
said a lack of funding has made it more 
difficult to grow their business.

53%

23%

6%

1%

2%

3%

0%

4%

3%

Myself, and I 
am confident in it

Myself, and I am 
not confident in it

My Business 
Partner

My Spouse

A Friend

A Mentor

A Bookkeeper

An Accountant 
or CPA

A Financial 
Advisor

Who has developed (or will develop) your 
2014 budget and sales forecast?

100%0%
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 Ȫ Additionally, 44 percent of small 
business owners say finding funding will 
be one of their top three goals in 2014, 
trailing only customer acquisition.

 Ȫ Despite difficulties finding funding, 
roughly half of non-revenue startups are 
seeking at least $100,000 in funding.

Despite these challenges, SMBs are poised 
for significant growth in 2014. If investment 
funding and capital became more widely 
available, entrepreneurs would be able to 
make an even greater contribution to the 
nation’s economic recovery.

41%

50%

44%

of business owners said a lack of funding has made 
it more difficult to grow their business.

of non-revenue startups are seeking at least 
$100,000 in funding.

of small business owners say finding funding will be 
one of their top three goals in 2014.

44 percent of small 
business owners say 
finding funding will be 
one of their top three 
goals in 2014
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Conclusion
Small business owners are optimistic about 2014: They 
expect revenue growth, plan to hire, and refuse to let  
economic hardships stand in their way. They have experi-
enced success by taking their businesses’ financial health 
into their own hands and closely planning and tracking 
their progress. This mentality is directly correlated to 
higher expected growth, higher hiring numbers and im-
provement over the past year. But, if small business own-
ers can increase their outside funding, invest in sophisti-
cated technology, and enlist help from accounting experts, 
they’re likely to have an even larger impact on improving 
our nation’s economic growth for years to come.
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Methodology
Palo Alto Software polled 388 small 
businesses in January 2014 using 
an online survey sent to its LivePlan 
customers. The respondents included 
entrepreneurs in various growth stages 
from a range of industries.

About Palo Alto Software
Palo Alto Software, Inc. 
(www.paloalto.com), makers of the #1 
selling business planning software, 
develops and publishes tools, products, 
and content to help small and mid-sized 
businesses pitch, plan, manage, and grow 
their ven-tures. LivePlan, the company’s 
flagship product, is a SaaS (software as a 
service) solution for business planning 
and finan-cial management. Palo Alto 
Software has been the market leader in 
its category for over 15 years, has served 
well over 2 million entrepreneurs, and has 
customers in 180 countries. It was 
founded in 1988 by business planning 
expert Tim Berry. Sabrina Parsons has 
been the company’s CEO since 2007. 
Parsons successfully expanded its service 
offering into the cloud with LivePlan. Palo 
Alto Software is a privately-owned 
corporation based in Eugene, Oregon.

WITH REVENUE...

Professional Services 24%

Food & Beverage 12%

Healthcare, 9%
Technology

Retail 5%

Manufacturing,   4%
Consumer Products,
Software,
Financial Services,
Communications & Media

Top Industries

WITHOUT REVENUE...

Food & Beverage   19%

Professional Services 16%

Retail 7%

Healthcare,  6%
Communications & Media

Manufacturing,  5%
Consumer Products,
E-Commerce

Status of Business Plan

WITH REVENUE...

Started, Not Finished 53%
Ready to Share  42% 
Don’t plan to write one 2%
Not Started 3%

WITHOUT REVENUE...

Started, Not Finished 64%
Ready to Share  32% 
Don’t plan to write one 4%
Not Started 0%

www.paloalto.com
www.liveplan.com
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