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Welcome

Thank you for your interest in NSBA’s 2025 Small Business Taxation Survey.

Among some of the key findings of the survey:

The majority of small-business owners spend even though the
vast majority (71 percent) pay an external tax practitioner to handle their taxes.

Ninety percent of small-business owners say of their business, one-in-

three cite a significant impact.

Among the small-business respondents who said they directly outsource goods from outside the U.S., the vast majority
identified China as a country they purchase from.

More than half of small-business owners say that

By far, administration and

NOT the financial cost.

For years, NSBA has been warning policymakers about the challenges posed by various sunsetting laws and how those
create additional hardships that fall squarely on the shoulders of small businesses. Today, that fear is front-and-center as
Congress must address the expiration of various small-business tax cuts including the 199A Qualified Business Income
Deduction—top priorities as voted on at NSBA’s recent Small Business Congress.

As Congress embarks on this tax extender discussion,

| hope you find this survey useful. Please reach out our Media Affairs team at
with any questions.

Best,
Todd McCracken, NSBA President and CEO
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HOW DO YOU PREPARE YOUR
COMPANY’S TAXES?

Third party platform
(i.e.: TurboTax)

A member of my ey
(0]

staff does it
4%

External tax
practitioner/accountant
71%




APPROXIMATELY HOW MUCH TIME DO

YOU AND YOUR STAFF SPEND EACHO APPROXIMATELY HOW MUCH MONEY
YEAR DEALING WITH FEDERAL TAXES? DO YOU SPEND EACH YEAR ON THE

ADMINISTRATION OF FEDERAL TAXES
NOT INCLUDING YOUR OWED TAXES?

1TO10

0
HOURS 2

11TO 20
HOURS

LESS THAN $500
19%

21TO 40 $501 TO $1,000
HOURS Uikt

$1,001 TO $5,000
41 TO 80

0)
HOURS L

$5,001 TO $10,000
81TO 120
HOURS

$10,001 TO $20,000

MORE THAN
120 HOURS

$20,001 TO $40,000

The majority of small-business owners spend
more than 20 hours per year dealing with
federal taxes.

MORE THAN $40,000

2-in-5 spend : N




HOW MUCH OF AN IMPACT WOULD
YOU SAY FEDERAL TAXES HAVE ON
THE DAY-TO-DAY OPERATION OF
YOUR BUSINESS?

SIGNIFICANT IMPACT 32.12%

MODERATE IMPACT 31.54%

SMALL IMPACT 27.12%

NO IMPACT 9.23%

COMPARED TO YOUR 2022 TAXES,
WOULD YOU SAY THE
ADMINISTRATION AND FILING OF
TAXES FOR 2023 WAS...

The vast majority of small-business owners
say federal taxes have some impact on the
day-to-day operations of their businesses.

1-in-3 say they have a

EASIER

MORE DIFFICULT

ABOUT THE SAME 70.25%







DOES YOUR COMPANY USE A
PAYROLL SERVICE TO PREPARE
YOUR PAYROLL?

YES - WE USE AN EXTERNAL

0
FIRM 322

YES - WE USE ATHIRD PARTY
PLATFORM/SOFTWARE

NO - WE HANDLE IT INTERNALLY 24%

NO - WE HAVE NO EMPLOYEES 21%

The vast majority of small-business owners spend more
than $100 per month on payroll services.

1-in-5 small firms spend

APPROXIMATELY HOW MUCH

MONEY DOES YOUR COMPANY

SPEND PER MONTH WITH THE
PAYROLL COMPANY?

$1 TO $50 . 8%
$51 TO $100 - 17%
$101 TO
$500 S
500 TO
1,001 TO
MORE THAN
$5,000 Qe




IF YOU HANDLE PAYROLL
INTERNALLY, APPROXIMATELY HOW
MUCH TIME DO YOU AND/OR YOUR

STAFF SPEND ON THE
ADMINISTRATION OF PAYROLL
TAXES?

EVEN IF YOU PAY AN OUTSIDE PAYROLL
COMPANY OR SOFTWARE/PLATFORM,
PLEASE ESTIMATE THE AMOUNT OF TIME
YOU AND/OR YOUR STAFF SPEND ON THE
ADMINISTRATION OF PAYROLL TAXES?

NO TIME - HAVE NO EMPLOYEES

1TO 2 HOURS PER MONTH

38%

3TO 5 HOURS PER MONTH

6 TO 10 HOURS PER MONTH

MORE THAN 10 HOURS PER MONTH

NO TIME - | HAVE NO EMPLOYEES

1TO 2 HOURS PER MONTH

46%

3TO 5 HOURS PER MONTH

6 TO 10 HOURS PER MONTH

MORE THAN 10 HOURS PER MONTH
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APPROXIMATELY HOW MUCH TIME
DOES YOUR COMPANY SPEND
DEALING WITH SALES TAXES?

NO TIME -1 DON’T COLLECT

0]
SALES TAXES S

LESS THAN ONE HOUR

1 TO 2 HOURS PER MONTH

3TO 5 HOURS PER MONTH

6 TO 10 HOURS PER MONTH

MORE THAN 10 HOURS PER
MONTH

DO YOU COLLECT SALES TAX
ON TRANSACTIONS
CONDUCTED ONLINE?

YES 15%

NO 29%

N/A-DO NOT CURRENTLY HAVE

ANY ONLINE TRANSACTIONS SR

N/A -1 SELL ONLINE BUT
PRODUCTS NOT SUBJECT TO 7%
TAX



WOULD YOU SUPPORT A REQUIREMENT THAT ALL COMPANIES BE
SUBJECT TO STATE SALES TAXES, EVEN IF THAT COMPANY IS LOCATED
IN ADIFFERENT STATE? (CHECK ALL THAT APPLY)

YES, IF THE STATES' SALES TAX SYSTEMS WERE STREAMLINED OR
SIMPLIFIED

YES, WITH AN EXEMPTION FOR COMPANIES WITH LESS THAN $1
MILLION IN ANNUAL REVENUE

YES, WITH AN EXEMPTION FOR COMPANIES WITH LESS THAN $5
MILLION IN ANNUAL REVENUE

YES, WITH AN EXEMPTION FOR COMPANIES WITH LESS THAN $10
MILLION IN ANNUAL REVENUE

YES, WITH AN EXEMPTION FOR COMPANIES WITH LESS THAN $30
MILLION IN ANNUAL REVENUE

YES, WITH NO EXEMPTION FOR SMALLER COMPANIES

NOT SURE

> S
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PLEASE RANK THE MOST IMPORTANT SMALL-BUSINESS PROTECTION WHEN
IT COMES TO PROPOSED ONLINE STREAMLINED SALES TAX REQUIREMENTS.

1. Exemption for small firms under a
certain gross receipts threshold

2. Free, reliable and easy to implement
software

3. Reduced administrative and paperwork
burdens

4. Safe-harbor for inadvertent tax mistakes

5. One centralized collection office within
states

6. One national collection office which
remits taxes to states on behalf of the
business







HAS YOUR BUSINESS BEEN ADVERSELYIMPACTED BY ANY TARIFF
HIKES ON CHINESE GOODS" '

YES - DIRECTLY IMPACTED

YES - INDIRECTLY IMPACTED

NO

51%

NOT SURE




ESTIMATE THE PERCENTAGE OF
GOODS YOU USE IN YOUR BUSINESS
THAT YOU DIRECTLY OUTSOURCE
FROM OUTSIDE THE U.S.

NONE

64%

1 TO 10 PERCENT

11 TO 20 PERCENT

21 TO 50 PERCENT

51 TO 80 PERCENT

81 TO 100 PERCENT

For those that indicated they
directly outsource goods from

outside the U.S., the vast

country they purchase from.

majority identified China as a

PLEASE SELECT ALL COUNTRIES
LISTED BELOW FROM WHICH
YOU PURCHASE.

CHINA

HONG KONG
CANADA
JAPAN

MEXICO
GERMANY
INDIA

SOUTH KOREA
U.K
NETHERLANDS
ITALY

BELGIUM
FRANCE
OTHER EUROPEAN UNION
SOUTH KOREA
AUSTRALIA
BRAZIL

ISRAEL

PERU
COLOMBIA
OTHER (PLEASE SPECIFY)

71%




AS A BUSINESS OWNER, HOW CONCERNED ARE YOU THAT THE
TRUMP ADMINISTRATION WILL IMPOSE TARIFFS MORE BROADLY?

VERY CONCERNED

SOMEWHAT CONCERNED

NOT VERY CONCERNED

NOT AT ALL CONCERNED

| SUPPORT IMPOSING BROADER TARIFFS

More than half of respondents said they were
under the

Trump administration.







HOW CONCERNED ARE YOU HOW EASY HAS IT BEEN FOR YOU
ABOUT THE IRS’ INCREASED TO FIND NEEDED INFORMATION
AND/OR ANSWERS DIRECTLY
BUDGET?
FROM THE IRS?

VERY EASY

VERY 46%

SOMEWHAT EASY 18%

SOMEWHAT 31%

SOMEWHAT DIFFICULT 25%

VERY DIFFICULT 23%

NOT AT ALL 23%

IMPOSSIBLE 12%

N/A-1HAVEN’T SOUGHT
INFORMATION DIRECTLY FROM
THE IRS

18%

More than half of small-business owners say
that finding needed information and/or

answers directly from the IRS is difficult.

1-in-3 say itis very

— . — ¢




HAVE YOU, OR SOMEONE IN
YOUR BUSINESS REACHED OUT
TO THE IRS IN THE PAST TWO
YEARS FOR ASSISTANCE OR
CLARIFICATION?

HOW DID YOU REACH OUT TO THE
IRS FOR HELP?

| CALLED
| EMAILED

| USED THEIR CHAT FUNCTION

| WROTE A LETTER - 28%
OTHER (PLEASE SPECIFY) - 15%




WHAT WAS THE OUTCOME OF WAS YOUR ISSUE RESOLVED IN A
THAT OUTREACH? WAY THAT WAS USEFUL?

| RECEIVED AN ANSWER THAT

YES - VERY USEFUL 19% DAY 25%

| RECEIVED AN ANSWER WITHIN

0
ONE WEEK 180

YES - SOMEWHAT USEFUL 35%

| RECEIVED AN ANSWER WITHIN -
ONE MONTH .

NO - NOT VERY USEFUL 19%

| RECEIVED AN ANSWER WITHIN
2 MONTHS

15%

NO - NOT AT ALL USEFUL

0
27% | NEVER GOT A RESPONSE 29%

For those who have reached out to the IRS
for assistance or clarification, more than

half experienced a or
never received a response.




DID YOU GET ANY FOLLOW-UP DID YOU RECEIVE DIFFERENT

REGARDING YOUR INQUIRY ANSWERS ON YOUR INQUIRY
NOTIFYING YOU OF WHEN FROM DIFFERENT IRS
YOU’D GET AN ANSWER? REPRESENTATIVES?

YES 28%

YES 24%

NO 53%

76%

| NEVER GOT AN ANSWER 19%

Almost half of small businesses reported
that the IRS assistance they received







WHICH OF THE FOLLOWING TAX INCENTIVES HAVE YOU TAKEN
ADVANTAGE OF?

INDIVIDUAL INCOME TAX STANDARD DEDUCTION _ 65%
QUALIFIED BUSINESS INCOME DEDUCTION (PASS-THROUGH/SEC. 199A) _ 48%
PASS-THROUGH ENTITY ELECTION _ 35%
BONUS DEPRECIATION _ 26%
R&D AMORTIZATION - 14%
AFFORDABLE CARE ACT INCENTIVES - 12%
L

ESTATE/GIFT TAX EXEMPTIONS
ALTERNATIVE MINIMUM TAX REDUCTIONS - 9%
CLEAN ENERGY TAX INCENTIVES - 7%

NEW MARKETS TAX CREDIT |1%

OTHER (PLEASE SPECIFY) - 8%



HOW SIGNIFICANT AN ISSUE IS IT FOR YOUR BUSINESS THAT
CERTAIN PASS-THROUGH CREDITS/DEDUCTIONS AND THE LOWER
TAX RATES FOR PASS-THROUGHS (TCJA PROVISIONS) AND
INDIVIDUALS WILL EXPIRE IN 20257

Was not aware they
will expire
18%

For the
overwhelming
majority of
small
businesses,

Not an issue
14%

expiration of the
TCJA tax cuts
will be

Somewhat
22%






FORTAX YEAR 2023, WHICH OF THE FOLLOWING TAXES WAS MOST

BURDENSOME IN TERMS OF THEIR ADMINISTRATIVE BURDEN ON
YOU AND YOUR BUSINESS?

INCOME TAXES (I AM A PASS-THROUGH...

PAYROLL TAXES

CORPORATE TAXES (I AM A C-CORP)
STATE AND LOCAL TAX COMPLIANCE
SALES TAX

PROPERTY TAXES

CAPITAL GAINS TAXES

DEALING WITH PPP/EIDL LOAN TAXES

IMPORT TAXES (I IMPORT)

MEDICARE SURCHARGE UNDER...

ALTERNATIVE MINIMUM TAX
EXCISE TAXES (I.E.: MEDICAL DEVICE TAX)
INTERNATIONAL TAXES (I EXPORT)

ESTATE TAX

OTHER . 5%

3%

2%

1%

1%

1%

1%

0%

0%

37%




FORTAX YEAR 2023, WHICH OF THE FOLLOWING TAXES WAS MOST
BURDENSOME IN TERMS OF THEIR FINANCIAL BURDEN ON YOU AND
YOUR BUSINESS?

INCOME TAXES (I AM A PASS-THROUGH ENTITY) 37%
PAYROLL TAXES

CORPORATE TAXES (I AM A C-CORP)

83% of small
businesses are pass-
throughs, meaning

STATE AND LOCAL TAXCOMPLIANCE

PROPERTY TAXES

SALES TAX

any changes or issues
with

CAPITAL GAINS TAXES
IMPORT TAXES (I IMPORT)

ESTATE TAX

ALTERNATIVE MINIMUM TAX

MEDICARE SURCHARGE UNDER AFFORDABLE CARE ACT
EXCISE TAXES (I.E.: MEDICAL DEVICE TAX) | 0%

INTERNATIONAL TAXES (I EXPORT) | 0%

OTHER - 6%




FORTAX YEAR 2023, WHAT WAS THE LARGEST BURDEN POSED TO
YOUR BUSINESS BY THE FEDERAL TAX CODE:

FINANCIAL COST TO MY BUSINESS

COMPLEXITY

THE LACK OF CONSISTENCY/CONTINUOUSLY CHANGING
REGULATIONS

AMOUNT OF PAPERWORK THAT MUST BE COMPLETED

CONCERN OVER GETTING AUDITED

UNCERTAINTY AND/OR RETROACTIVE TAX LEGISLATING

UNCLEAR OR CHANGING RULES FOR PPP/EIDL TAXES

INEQUITY WITHIN THE CODE, I.E.: COMPETITORS PAY LOWER
TAXES

OTHER (PLEASE SPECIFY)

12%

10%

36%

By far, the
facing
small businesses
when it comes to
federal taxes:

NOT

the financial cost.







WHICH OF THE FOLLOWING BEST
DESCRIBES THE STRUCTURE OF YOUR
BUSINESS?

CORPORATION
S-CORP 39%

SOLE PROPRIETORSHIP
PARTNERSHIP

LLC 36%

NONPROFIT

HOW MANY TOTAL FULL-TIME
PERSONNEL ARE CURRENTLY EMPLOYED
BY YOUR BUSINESS?

0
1-4 45%
Si— 9
10-19
20 - 99
100 - 499

500 OR MORE

WHAT WERE YOUR GROSS SALES OR
REVENUES FOR YOUR MOST RECENT
FISCAL YEAR?

WHAT WAS YOUR TAXABLE INCOME FOR
2022?

LESS THAN $100,000 18%
$100,000 TO LESS THAN $250,000 15%
$250,000 TO LESS THAN $500,000 13%
$500,000 TO LESS THAN... 12%
$1,000,000 TO LESS THAN... 22%
$5,000,000 TO LESS THAN $10...
$10 MILLION TO LESS THAN $15...

3%

LESS THAN $50,000
$50,001 TO LESS THAN $100,000
$100,001 TO LESS THAN $400,000 33%

MORE THAN $400,000

$15 MILLION TO LESS THAN $20...
$20 MILLION TO LESS THAN...

$25,000,000 TO LESS THAN

$150,000,000 OR MORE
N/A

1%
0%

- 2%
$75,000,000 TO LESS THAN...

1%
0%

6%

PREFER NOT TO ANSWER




WHICH OF THE FOLLOWING BEST
DESCRIBES THE INDUSTRY OR SECTORIN
WHICH YOUR BUSINESS OPERATES?

PROFESSIONAL, SCIENTIFIC AND TECHNICAL... 32%
MANUFACTURING (31-33)
CONSTRUCTION (23)

OTHER SERVICES (EXCEPT PUBLIC...
HEALTH CARE AND SOCIAL ASSISTANCE (62)
FINANCE & INSURANCE (52)
RETAIL TRADE (44-45)
REAL ESTATE, RENTAL AND LEASING (53)
EDUCATIONAL SERVICES (61)
WHOLESALE TRADE(42)
ARTS, ENTERTAINMENT, AND RECREATION (71)

INFORMATION (51)

AGRICULTURE, FORESTRY, FISHING AND...

TRANSPORTATION AND WAREHOUSING (48-49)
MANAGEMENT OF COMPANIES AND...} 1%
ADMINISTRATIVE AND SUPPORT, WASTE...] 1%
ACCOMMODATION AND FOOD SERVICES (72) 1%
UTILITIES (22) | 0%

PUBLIC ADMINISTRATION (92) | 0%

MINING (21) | 0%

ALABAMA

ALASKA
AMERICAN SAMOA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO
CONNECTICUT
DELAWARE

DISTRICT OF...

FLORIDA
GEORGIA

GUAM

HAWAII

IDAHO

ILLINOIS
INDIANA

IOWA

KANSAS
KENTUCKY
LOUISIANA
MAINE
MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEVADA

NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
NEW YORK
NORTH CAROLINA
NORTH DAKOTA

NORTHERN MARIANAS...

OHIO
OKLAHOMA
OREGON
PENNSYLVANIA
PUERTO RICO
RHODE ISLAND
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH
VERMONT
VIRGINIA
VIRGIN ISLANDS
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING

8%

6%

5%

9%

IN WHAT STATE OR
U.S. TERRITORY IS
YOUR COMPANY
CURRENTLY
HEADQUARTERED?




METHODOLOGY

This survey was conducted online among 625 small-
business owners across the country between Dec. 9 |
and Jan. 27.
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