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Introduction

During the week of October 27-31 business leaders affiliated with the College of Business at Cal State University, San Marcos were invited to participate in the first of a series of online surveys regarding the current financial crisis. To date, forty eight people have responded representing diverse organizations: Annual sales range from less than $1,000,000 in 2007 to over $50,000,000; Number employed range from less than ten to over five hundred; Industries and sectors include construction, utilities, manufacturing, retail trade, information, finance and insurance, real estate, professional and scientific services, educational services, health care, and public administration. Almost all companies were based in California but a few are in Alabama, Florida, Maryland, New Jersey and New York. 

Summary Results
(It should be noted these results were collected a few days before the outcome of an historic election and the country’s mood and perhaps business leaders’ mood may have shifted.)
Perceptions of the Economy. Not surprising, respondents overwhelmingly indicated the economy is not doing well and appears to be getting worse (89% said the economy is only fair or poor and 79% said it is getting worse). Perceptions of Wall Street are largely negative (67%). When asked about their current images of Wall Street they used descriptors such as crash, crooks, chaos, disaster, distrust, greed, panic, robber barons, and unregulated capitalism. Those that had a more neutral or even positive impressions thought of busy trading floor, investment, money, NASDAQ, New York Stock Exchange, and opportunity. The majority felt the U.S. will experience a serious recession in the next 12 months (70% felt there is at least a moderate risk with 30% indicating a high or very high risk). Interestingly, this group felt that the current financial crisis posed a more serious threat to their business than natural disasters, terrorism and global warming (31%, 36% and 75% respectively strongly held this opinion).

Perceptions of How the Crisis Is Being Handled. Respondents tended to disagree that the rescue plan bill passed by Congress on October 3 was the correct measure to take (49% disagreed, 21% uncertain and 30% agreed it was the right step to take). Trust in government officials and business leaders to reduce the risk of the current financial challenges was decidedly low. For example, only 11% said they have high or very high trust in President Bush or the Treasury Secretary, only 3% reported such trust for business leaders, and no one had high trust in Congress. Ironically, trust in Senator McCain was 32% while trust in President-Elect Obama was only 9%.

Impact on Business.  Currently, the impact on the organizations represented here has been moderate. Seventeen percent of organizations plan, over the next 90 days, to reduce their workforce (51% indicated they would make no changes and 19% said they plan to hire more people). Regarding spending on business development over the next 12 months, 28% plan to decrease their investment, 26% will not change and 38% plan to increase spending on activities such as marketing, inventory and investments in fixed assets. A number of businesses are now finding it more difficult to borrow money (35%) however, a large number have not experienced a change (48%). Ten percent of respondents report that they lost business in the last week because of the difficulty of borrowing money.

Concerns are high about how this financial crisis is likely to impact future business. For example, 68% indicated the current crisis poses at least a moderate risk to their business (23% indicating high or very high risk), and 66% at least a moderate risk to their retirement (11% aid high risk and 15% said very high risk). Belief that their organization can weather the financial changes is cautiously optimistic. Sixty percent said they felt they have at least moderate influence over the impact to their business (22% said they have strong or very strong influence over such impacts). Consistent with this sentiment, respondents felt their organizations would adjust well to the current financial challenges with 47% indicating they would adjust well or very well. However, 53% of people said they would adjust somewhat or only slightly.

When asked whether the country’s financial challenges would limit their organization’s future opportunities to pursue its objectives 75% reported that the crisis would at least somewhat limit opportunities with 13% indicating that it would greatly limit opportunities (25% said the crisis would not limit opportunities at all). This group appears to acknowledge that in the short term the economy will impact their business returns but in the long term they will do much better. For example, when asked about annual business returns over the next twelve months 25% of respondents said returns would only break even or may even be negative, whereas over the next 10 years all returns were projected to be positive with typical projections in the double digits.

Information Seeking. Like most people through out the country, these respondents report following news coverage of the financial crisis intently. Sixty four percent of people said they spend at least one hour per day following such news (36% said they spend at least 4 hours per day). Sources include television and radio, general circulation newspapers, business magazines and newspapers, the Internet and discussions with friends and co-workers. Most indicated they have the most trust in business magazines and financial newspapers to obtain information regarding the financial crisis (41%). Discussion of the crisis is prevalent with 64% saying they have spoken with at least five people and 36% saying they have talked to more than 10 other people.

Specific Information Sought. When asked about what kind of information public officials or experts could provide their businesses that would be most helpful during these challenging times the most frequent suggestion offered was “the truth” or some words of a similar theme (30% of respondents offered this as their most important expectation). This finding is almost certainly related to the lack of trust and perhaps to the images of Wall Street reported above. It unquestionably calls for transparency in communication about the crisis the country is facing and the proposed remedies. There were also requests for more information regarding the stability of the nation’s banking system, the government’s plans to grow jobs, indicators of whether these challenging events are beginning to level off, and more detailed information about the “bailout” plan and who will ultimately be gaining or losing from this plan. There was interest in learning how the state (presumably California) was going to handle the budget in the midst of the financial crisis. Someone also suggested it would be helpful to learn of other serious recessions and downturns to obtain perspective on the current crisis. The most pronounced signal coming from this group was the call for the truth and transparency. 
Perceived Causes of the Financial Crisis. There were many thoughtful and detailed explanations, in fact many more than can be summarized here. On the whole these explanations offer a balanced view of this complex topic. Most were focused on the inept regulation of the banking industry in general and recent lending practices in particular. Many respondents pointed out that these regulatory practices got their start and were encouraged during the Clinton administration and reached fruition during the second Bush term. The short sightedness of some business leaders, largely motivated to increase their own fortunes instead of their company, was also cited. Households mismanaging their budgets and borrowing money they could not pay back was also suggested as a contributing factor. While the media was not thought to have caused the crisis some felt it has fanned the flames of the crisis to the country’s detriment.
