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Spring 2010 American Express OPEN Small Business Monitor

Generation Y hasthe most positive outlook on the economy;
Generation X aremost likely to be challenged in finding efficient/innovative waysto
market their business; and Baby Boomers are most likely to have cash flow issues

The American Express OPEN Small Business Monitdeased each spring and fall
since 2002, is based on a nationally representasiagple of small business
owners/managers of companies with fewer than 1Q8larees.
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Hiring Small Businesses Generation Y | Generation X | Baby Boomers
Overall
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Key Small Business Generational Highlights

Generation Y (19-29 yearsold)

Business Outlook

Generation Y is the most optimistic group of bussiewners across generations and
compared to entrepreneurs overall, which can be tweughout their business
decisions. This spring nearly three quarters aféggation Y entrepreneurs (72%) have a
positive outlook on their business prospects arcettonomy. A similar number (69%),
when describing the impact of the economy on thesinesses, say they are “staying
afloat,” and their business is managing to surdespite being negatively affected by the
economy. More than half of Generation Y believegbenomy is recovering (55%)
however, more than four in ten (44%) believe thestvof US economic woes are not
over. Nearly all (91%) describe themselves aspts, seeing the glass as “half full”.
To stay positive in a tough economy, more thanetlg@arters (79%) spend time with
family and friends or stay healthy and exercisé/4Y.8

Generation Y is more likely to plan to hire (46%an small business owners overall.
When they do hire new employees, they are moréylikelook to hire in the area of
marketing/sales (53%) and to plan on using morefaitime staff (31%). They are also
likely to believe they will encounter problems iatag valuable employees when the job



market improves (27%). This group is more likel\nave capital investment plans (66%)
and feel confident they can access the capitalssacg to grow their business (72%) than
the other generations. They are among the lday lio have experienced cash flow
issues (52%).

Managing in the Current Economy

Fifty five percent of Generation Y entrepreneurg thee current economy has caused
them to make changes in their business. More thanif ten entrepreneurs were
surprised by the effect cutting expenses had anblisiness (47%). Cuts ranged from
purchasing less, using less and keeping less odiihaantory, keeping a closer eye on
expenses, cutting back on advertising marketingpaohotions, offering more
competitive pricing and reducing product lines/gms. According to one Generation Y
entrepreneur, “l had to cut my product line. Wedit carry twelve different designs
and now we just carry five.”

Nearly four in ten Generation Y business ownersevgerrprised by the effect reducing
staff related expenses had on their business (38&b) as laying off employees, reducing
employee hours, reducing employee salaries, takingpore work themselves, using staff
more efficiently and cutting employee benefits. éling to one Generation Y
entrepreneur, “It's increasing employee producgivive have employees do more work
in a shorter amount of time.” In contrast anotlegrss “I do almost everything.”

More than one in ten Generation Y entrepreneur®ji8ere surprised that reevaluating
matters in the area of financing such as collegbiagments or partial payments upfront,
extending or using lines of credit, giving up cpstal estate or tapping into personal
savings made a difference. In some cases it wasrge as “fiscal and financial
prudence.”

Fewer (5%) were surprised how improvements in theress including using more
aggressive sales and promotional tactics, paying ratbention to customer service or
making better use of technology made an effect. @emeration Y business owner said,
“We are offering better customer service, givingtomers more —spending more time
with them and offering discounts.”

More than half of Generation Y business owners (b28% creative marketing has

helped them insulate their business from the bnodoenturn. However, more than four
in ten (44%) say they are challenged finding inivesand creative ways to market their
business. Nearly all (98%) say word of mouth isenarportant than ever in marketing
their business. For those that use social netwgrgites, the main reason they use it is to
save money on marketing (27%). On average Gener#tiwill spend $3,292 on search
engine marketing in 2010.

Nearly half say the current economy creates nevorppities for their business (49%).
Of these, six in ten (60%) say the economy crdasssdirect competition. They are

among the generations most open to bartering fmfymts or services (60%). To battle
the recession Generation Y will allow employeemaintain a flexible schedule (41%).



Generation X (30-45 yearsold)

Business Outlook

Just over half (58%) of Generation X have a positutlook on business prospects over
the next six months. They are among the most liteeiyake having fun a priority in

their business (75%). To stay positive in a toaghnomy more than seven in ten spend
time with family and friends (79%) and carve outeifor themselves (73%). Half of
Generation X (54%), when describing the impactheféconomy on their businesses, say
they are “staying afloat,” and their business isiatang to survive despite being
negatively affected by the economy. Forty four patactually say they expect sales to
be higher than the same period last year. But itiame half of Generation X believe we
are still in recession (51%) and more than sixem(©8%) believe the worst of US
economic woes are not over.

Nearly six in ten, have cash flow issues (60%)alar number plan to make capital
investments over the next six months (59%). Mbasntone third (39%), have hiring
plans. The Generation X entrepreneurs are morky likan the Baby Boomer generation
to take employees into consideration when makirgnass decisions (89%).

Managing in the Current Economy

Sixty one percent of Generation X entrepreneurgtsagurrent economy has caused
them to make changes in their business. Entrepremere most surprised by the effect
cutting staff had on their business (50%) suctagis) off employees, reducing
employee hours, reducing employee salaries, takingpore work themselves, using staff
more efficiently and cutting employee benefits. éling to one Generation X
entrepreneur “We are limiting our purchases antiruback on inventory to meet our
customers’ demands.”

Four in ten business owners were surprised byfteeteutting expenses had on their
business (40%). Cuts ranged from purchasing lessg less and keeping less on-hand
inventory, keeping a closer eye on expenses, gutéck on advertising marketing and
promotions, offering more competitive pricing aneducing product lines/services. One
Generation X entrepreneur said, “I cut my own wadese to the economy sales have
been down and to keep my business afloat | hasadnofice.”

Less than one in ten entrepreneurs (6%) were septhat reevaluating matters in the
area of financing such as collecting payments digdgpayments upfront, extending or
using lines of credit, giving up costly real estatéapping into personal savings made a
difference. In some cases it was as simple as figasloser attention to accounts
receivable.”

One in ten (10%) were surprised how improvementkerbusiness including using more
aggressive sales and promotional tactics, paying mtention to customer service or
making better use of technology made an effect. G&eration X business owner put



out more advertising and used promotional tactit8e were down 25% from last year
so offered coupons and discount tickets to recaptst sales.”

Nearly half of Generation X (49%) say creative nadirig has helped them insulate their
business from the broader downturn. However, theyrast likely across generations to
say they are challenged finding innovative andtoreavays to market their business
(58%). Nearly all (95%) say word of mouth is margortant than ever in marketing

their business. For those that use social netwgrgites, the main reason they use it is to
save money on marketing (17%). On average GenarAtiwill spend $2,394 on search
engine marketing in 2010.

More than three in ten say the current economytesagew opportunities for their
business (32%). Of these, nearly half (49%) saytomomy creates less direct
competition. To battle the recession GeneratiomilKinstitute a hiring freeze (50%).

Baby Boomers (46-63 years old)

Business Outlook

Typically older entrepreneurs are more positiveabse they have lived through previous
downturns and survived, however Baby Boomers dessaoptimistic segment than
Generation Y business owners; just 51% have aipesititiook on business prospects
over the next six months. A greater number (60 gn describing the impact of the
economy on their businesses, say they are “staflogt,” and their business is
managing to survive despite being negatively affé ¢ty the economy. More than four in
ten Baby Boomers believe we are still in reces§i@i®o) and more than seven in ten
(72%) believe the worst of US economic woes areomet. Six in ten Baby Boomers are
experiencing cash flow issues (64%) and are lksyy/lthan Generation Y to have hiring
plans (25%) or capital investment plans (47%). fyifive percent say they expect sales
to be lower than the same period last year.

Managing in the Current Economy

Sixty six percent of Baby Boomers say the currenhemy has caused them to make
changes in their business. Baby Boomers were muopgised by the effect cutting
expenses had on their business (51%) than GenepatiGuts ranged from purchasing
less, using less and keeping less on-hand inwerkeeping a closer eye on expenses,
cutting back on advertising marketing and promatjaifering more competitive pricing
and reducing product lines/services. Accordingrie Baby Boomer “Cutting back in
general and managing a tighter ship had the maogtising effect. It was necessary to
get personally involved with all aspects of spegdin

Nearly four in ten business owners were surprigethé effect reducing staff related
expenses had on their business (39%) such as laffieghployees, reducing employee
hours, reducing employee salaries, taking on mank themselves, using staff more
efficiently and cutting employee benefits. Accoglio a Baby Boomer restaurant owner,
“Employees need to do at least two different jaWs. have a server that works near the



register that acts as host, server and cashieard@/a family owned business and we have
family members come in and help out when necessary.

Nearly one in ten (7%) were surprised how improvetsién the business including using
more aggressive sales and promotional tacticspgayiore attention to customer service
or making better use of technology made an eft@oe Baby Boomer said, “Increased
use of the internet and technology.”

Fewer (4%) were surprised that reevaluating maitetise area of financing such as
collecting payments or partial payments upfronteesing or using lines of credit, giving
up costly real estate or tapping into personalrgg/made a difference. In some cases it
was as simple as “Getting a really tight grip oa ¢tlash flow issue.”

More than one in four Baby Boomers (27%) say cveamarketing has helped them
insulate their business from the broader downtdowever, nearly half of (47%) say

they are challenged finding innovative and creatvags to market their business. Nearly
all (92%) say word of mouth is more important tleaer in marketing their business.

For those that use social networking sites, thexmeason they use it is to save money on
marketing (11%). On average Baby Boomers will spggd@38 on search engine
marketing in 2010.

One in four Baby Boomers say the current econoragites new opportunities for their
business (24%). Of these, more than half (56%}sagconomy creates less direct
competition. To battle the recession Baby Boomaéltanstitute a hiring freeze (53%).

Survey Methodology

American Express OPEN Small Business Monitor, ssddaeach spring and fall, is based
on a nationally representative sample of 734 salness owners/managers of
companies with fewer than 100 employees. The anongrsurvey was conducted via
telephone by Echo Research from February 9- Fep@&r2010. The poll has a margin
of error of +/- 3.6%.



