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Small businesses are a critical part of our economy.  They represent 99.7 percent of all employers, employ 52 percent of private-sector workers, and provide 51 percent of the private sector output.  While many large companies are “shedding” workers, small businesses provide 60 to 80 percent of the net new jobs.  Clearly, House Republicans recognize that small business is the engine of job growth in our country and the key to our economic recovery.

Promoting job growth continues to be a number one priority.  Below is a brief description of what Republican control of Congress over the past 12 years has done to reduce the tremendous tax and regulatory burdens that hamper small businesses and stifle their job-creation potential. 

Chairman Donald A. Manzullo
WHAT A DIFFERENCE 12 YEARS MAKES

	
	1995
	Now


	Number of small businesses
	22 million
	25.8 million

	# of minority-owned sm biz
	1.98 million
	4.1 million

	# of women-owned sm biz
	5.4 million
	10.6 million

	# of sm biz exporters
	108,000
	216,000

	Highest income tax bracket
	39.6 percent
	35 percent

	Cost of new regulations
	$6.2 billion
	$1.7 billion

	% of sm biz offering health care to their employees 
	28 percent
	31 percent

	Prime sm biz fed contracts 
	$39.2 billion
	$79.6 billion

	Minority sm biz fed contracts 
	$9.4 billion
	$21.7 billion

	Women sm biz fed contracts
	$3.3 billion
	$10.5 billion

	# of SBA backed sm biz loans
	55,800
	97,900

	$ amt of SBA sm biz loans
	$8.3 billion
	$18.9 billion

	Taxpayer subsidies for 

SBA credit programs
	$213 million
	$0


TAXES

· 1993 was the Year of Taxes.  President Bill Clinton and the Democrat-controlled Congress increased the average American’s tax burden to 31.3 percent of income.  When Republicans were given control of Congress in 1995 by the American people, we reversed that trend.

· In 1996, Congress passed its first set of tax relief and reform proposals, the Small Business Jobs Protection Act (PL 104-188), that, among other items, increased small business expensing to $25,000 and enacted various S Corporation reforms and pension simplification initiatives.

· In 1997, Congress passed additional tax relief (PL 105-34) to struggling small businesses to make it easier to take a home office deduction; phased in 100 percent deductibility of health insurance premiums for the self-employed; eliminated the corporate Alternative Minimum Tax (AMT) for small businesses with less than $5 million in assets; enacted 3-year income averaging for farmers and ranchers; and made electronic filing of federal taxes voluntary.

· In 1998, Congress then passed a complete overhaul of the Internal Revenue Service (IRS) after dramatic hearings demonstrating the callousness of the bureaucracy to the needs of taxpayers (PL 105-206).  As a result, an entire new division at the IRS was established to cater to the unique needs of small businesses and the self employed; the office of the Taxpayer Advocate was created to listen to taxpayer complaints about internal IRS procedures and to recommend administrative and legislative changes; and new rights for taxpayers were enacted, which resulted in shifting the burden of proof to the IRS (as opposed to the taxpayer attempting to prove his or her innocence).

· In 2000, Congress also enacted Community Renewal legislation (PL 106-554) that provides tax incentives to help grow jobs, particularly in the small business sector, in rural and urban disadvantaged communities.

· House Republicans had many more ideas for tax reduction but President Clinton vetoed or Democrats in the Senate effectively killed many of these bills through parliamentary procedures. Once President George W. Bush took office, many of these ideas became law.  In 2001, the largest tax relief in U.S. history became law (PL 107-16).  This relief slashed individual income tax rates (85 percent of small businesses pay at the individual, not corporate rate); eliminated the immoral, job-destroying estate or “death” tax by 2010; and made it easier for small businesses to set up pension plans for their employees.

· In 2002, Congress passed and President Bush signed legislation (PL 107-147) allowing businesses to expense an additional 30 percent (otherwise known as “bonus depreciation”) for the purchase of capital equipment for a two-year period as an economic stimulus.

· Also in 2002, President Bush’s Treasury Department broke the logjam in the cash versus the more complex accrual method of accounting debate by siding with small businesses.  Small service-related businesses with gross receipts of up to $10 million (up from $1 million previously) are now allowed to use the easier cash method of accounting when filling out their tax returns.

· In light of the economic downturn in 2003, President Bush called for accelerating the tax cuts passed two years earlier.  The Republican Congress acted upon the President’s request.  PL 108-27 moved up the start date for the individual income tax rate reduction from 2006 to 2003; provided for higher two-year 50 percent “bonus” depreciation; and increased small business expensing from $25,000 to $100,000.

· In 2004, as part of the Foreign Sales Corporation/Extraterritorial Income (FSC/ETI) repeal legislation (PL 108-357), the Republican Congress passed a nine percent tax deduction for all manufacturers (regardless of how they are organized), extended higher small business expensing until 2007, enacted various S Corporation reforms, and reduced the depreciation period for restaurants and leasehold improvements from 39 years to 15 years.

· In 2006, the Republican Congress once again extended the higher $100,000 small business expensing limit until 2009 (PL 109-222).

· Unfortunately, because of a determined minority in the Senate using parliamentary tactics, several legislative efforts in 2006 to permanently repeal or remove the impact of the “death” tax beyond 2011 on the vast majority of small business owners failed by a mere three votes despite a majority of Senators who voted for repeal or reform.  All but four Democrat Senators voted to keep the “death” tax in place.
REGULATIONS

· Some estimates place the cost of complying with federal regulations as high as $860 billion a year.  Small businesses face a regulatory burden that is 45 percent higher per employee than large businesses.  The average small business is burdened with almost $7,600 per employee in regulatory compliance costs.  The Republican Congress has been working to reduce these heavy burdens.

· The Regulatory Flexibility Act (RFA) requires federal agencies to examine the impact of their proposed rules on small businesses and to draft final rules that limit the negative affects on small business.  Since its enactment in 1980, many federal agencies regularly ignored their obligations under the RFA.

· In 1996, the Republican Congress passed the Small Business Regulatory Enforcement Fairness Act (SBREFA) that strengthened the RFA by, among other things, authorizing small businesses to take federal agencies to court over RFA violations (PL 104-121).

· In 2002, President George W. Bush further strengthened the RFA by giving more authority to the independent Chief Counsel of the Office of Advocacy at the Small Business Administration (SBA) to challenge potential bad rules by signing Executive Order 13272 (“Proper Consideration of Small Entities in Agency Rulemaking”).  Because of that action, the Office of Advocacy saved small businesses $50.6 billion in regulatory compliance costs since 2002.

· Overall, the growth of new regulations has dropped 68 percent in the Bush Administration as compared to the Clinton Administration.

· Shortly after President Bush took office in 2001, one of the first priorities was to repeal the proposed Clinton Administration rule dealing with ergonomics (PL 107-5).  This regulation would have cost the private sector – particularly small businesses – up to $100 billion per year to implement and maintain with little benefit to workers.  Since then, the Bush Administration has implemented voluntary ergonomic guidelines.

· The Republican Congress also understands the heavy paperwork burden that falls on small business.  Throughout the 12 years of Republican control of Congress, numerous attempts have been made to lighten this load.  In 1998, the Government Paperwork Elimination Act was signed into law (PL 105-277) in order to move the federal government towards accepting more electronic submissions as a substitute for paper, including electronic signatures.

· In 2002, President Bush signed into law the Small Business Paperwork Relief Act (PL 107-198) that requires the Office of Management and Budget (OMB) to annually publish in the Federal Register and make available on the Internet a list of the regulatory compliance assistance resources available to small businesses.  It also requires each federal agency to have one point of contact to act as a liaison with small businesses and to further reduce the information collection burden for small businesses with fewer than 25 employees.

· In 2005, Congress repealed a proposed Federal Communications Commission (FCC) regulation that would have required business owners to keep on file written consent forms to recipients of faxes (PL 109-21).

· Over the past three years, the IRS announced various paperwork reductions for small businesses:

a) 2003 – allowing taxpayers who use up to four vehicles to use the standard mileage reimbursement rate;

b) 2004 – doubling the business expense threshold to $5,000 for filing the simplified expense form;

c) 2004 – allowing employers with Federal Unemployment Tax Act (FUTA) deposits of less than $500 to file tax forms annually (instead of quarterly); and

d) 2006 – allowing employers with a tax liability of less than $1,000 to file tax withholding forms annually (instead of quarterly).

· The Bush Administration also initiated and is continually refining the Internet site – www.business.gov -- to allow small business owners to know what regulations and paperwork requirements apply to them and where to ask for help.

HEALTH CARE

· Currently, 45 million Americans have no health care coverage.  Only 31 percent of businesses with 25 employees or less offer health insurance to their workers.  Republicans have been working to increase access to affordable, quality health care but not create a national health care system as advocated by many Democrats.

· In 1997, the Republican Congress created Medical Savings Accounts (MSAs) as a pilot program in the Medicare program (PL 105-33).  MSAs allow a tax deduction for funds placed in an account to pay for health care costs not covered by Medicare.

· As a follow-up to that success, President Bush signed into law Health Savings Accounts (HSAs) in 2003 (PL 108-173) to extend this same tax benefit to all individuals (not limited to those in the Medicare program).  HSAs have been attractive to the uninsured and those enrolled in health plans with high deductibles (usually those who own a small business or who work for a small business).

· In 2003, small businesses realized the complete phase-in of the 100 percent tax deduction on health insurance premiums for the self-employed.

· Even though the Republican House and President Bush have pushed for other health care measures over the years, including Association Health Plans (AHPs), which would allow small businesses to band together to purchase health insurance through national associations at group rates, and medical liability reform, to drive down the cost of skyrocketing lawsuit verdicts, Democrats in the Senate have unfortunately blocked these initiatives through parliamentary procedures.  In 2006, all but two Democratic Senators voted no blocking consideration of AHP legislation (S. 1955) even though a majority of the Senate voted yes.

LITIGATION REFORM
· During the late 1990’s, the Republican-controlled Congress passed several bills to reform our nation’s litigious culture.  However, all but one effort at litigation reform were either stymied by a determined minority of Democrats in the U.S. Senate or were vetoed by President Clinton.  Only one bill dealing with reforming private securities litigation became law over President Clinton’s veto (PL 104-67) during this time period.

· When President Bush took office in 2001, the climate for litigation reform dramatically improved.

· The Office of Advocacy at the SBA estimates (based on a study released in October 2005) that the legal cost to small business for actual litigation ranges from $3,000 to $150,000.  Beyond the financial loss, the study concluded that litigation also causes substantial emotional hardship and often changes the tone of the business.
· In 2002, the Republican Congress was finally able to get signed into law (after many years of effort) comprehensive Superfund reform (PL 107-118) that protects non-polluting small businesses from multi-million dollar lawsuits.

· In 2005, the Republican Congress passed and President Bush signed into law the Class Action Fairness Act (PL 109-2) that allows interstate class action lawsuits to be filed in federal court instead of “magnet” state courts like Madison County, Illinois, which are rife with problems.

· Also in 2005, the Republican Congress passed and President Bush signed into law the Bankruptcy Abuse Prevention and Consumer Protection Act (PL 109-8) that cuts down on abusive and frivolous bankruptcy filings.

PROCUREMENT

· Ever since the passage of the Federal Acquisition Streamlining Act of 1993 (PL 103-355) by the Democrat-controlled Congress and signed by President Clinton, small businesses have had to overcome difficult obstacles in selling to the federal government.  They have met with new hurdles such as contract bundling or consolidation that favors big businesses; increased use of government purchase or credit cards for products and services that used to be delivered exclusively by small businesses; and the lack of attention by federal agencies to various small business goals and subcontracting plans of large businesses.

· In response to these trends, President George Bush said in a speech to women entrepreneurs in 2002 that “wherever possible, we’re going to insist we break down large federal contracts so that small business owners have got a fair shot at federal contracting.”

· The results are in.  In 2005, the federal government met and exceeded its 23 percent prime contract goal for small business for the third time.  The federal government purchased a record $79.6 billion worth of goods and services from small businesses to reach a total of 25.4 percent of the procurement dollars.

· The federal government also purchased $21.7 billion from small disadvantaged businesses in 2005, of which a record $10.5 billion was from 8(a) minority contractors, exceeding the five percent goal by an additional two percent.  The federal government also purchased record amounts from Historically-Underutilized Business (HUB) Zone companies ($6.1 billion), women-owned small businesses ($10.5 billion), and service-disabled veterans ($1.9 billion).

· The Republican Congress also passed two pieces of legislation (PL 106-554 in 2000 and PL 107-50 in 2001) to further strengthen and improve the Small Business Innovation Research (SBIR) program and the Small Business Technology Transfer (STTR) program to help small high tech firms develop the new innovations that will be purchased by the federal government and commercialized in the private sector.

· In 2001, the Bush Administration revoked the Clinton Administration’s “blacklisting” rule that would have disqualified “irresponsible” businesses from competing for federal contracts because the burden of proof resided with the potential contractor, not the government, which is a very difficult hurdle for small businesses to overcome.

· In 2003, the Republican Congress passed and the President signed into law the Veterans Benefits Act (PL 108-83), which, among other provisions, grants discretionary authority to federal contracting officers to set-aside contracts up to $3 million ($5 million for manufacturers) to service-disabled veteran-owned small businesses.  In 2004, the Bush Administration adopted an interim rule in record time to implement this new law in order to provide more contract opportunities to well-deserving service-disabled veterans.  The President also signed an Executive Order on October 21, 2004 to further implement the goals of this legislation.

· In 2004, the Republican Congress and the President signed into law the permanent removal the mandatory source preference for Federal Prison Industries (FPI), which previously took away $700 million worth of contracting opportunities in over 250 broad classes of products and services from the private sector (PL 108-447).  Now, FPI will have to compete on the same terms and conditions as any other small business under “best value” practices.

· In 2004, the Bush Administration took action to require a business to recertify itself as small if it is acquired by another company for the purposes of being counted as a small business contract, thus ending a major problem were big businesses were receiving small business contracting benefits.  In 2005, the Bush Administration also kicked off large businesses that were on the government’s web site of small businesses looking for federal contract work.

SMALL BUSINESS ADMINISTRATION PROGRAMS

· For many small businesses, the loan and venture capital programs of the SBA are their only major source of long-term capital.  Prior to Republican control of Congress, these SBA credit initiatives generally required hefty appropriations to support a small program level run and managed by SBA personnel.  That all changed when Republicans took over control of Congress in 1995 with the emphasis to charge users the fees necessary to cover the cost of the credit programs and to partner with the private sector to service the loans.

· The results are in.  In Fiscal Year 2005, a record number of loans have been made to small businesses.  Nearly 100,000 small businesses in all demographic groups were assisted through the 7(a) guaranteed lending program and the 504 Certified Development Company (CDC) program – a fifth consecutive record year.  Yet, the 504 program, the Small Business Investment Company (SBIC) program, and the 7(a) program no longer receive any loan subsidy appropriations based on laws passed by the Republican Congress (PL 104-129 in 1996; PL 107-100 in 2001; and PL 108-447 in 2004, respectively).

· Spending on the SBA has dropped from $900 million in FY 01 to $640 million (projected) in FY 07.  Thus, the SBA is doing more with less.

· The Republican Congress and the Bush Administration worked together to fix a long-standing problem that was ignored by the Clinton Administration of how the SBA and OMB calculated the formula that determined how much fees and funding was needed to keep the SBA credit programs fully open (PL 108-8).  As a result, correcting this problem by instituting a more sophisticated econometric model freed up $4.8 billion in capital for small businesses in 2003 without having to increase fees.

· In 1998, the Republican Congress initiated the Drug-Free Workplace Act (PL 105-277) to educate and empower small businesses to establish drug-free workplaces.  This program was further enhanced and strengthened in PL 108-447.
· In 1999, the Republican Congress strengthened and prioritized small business assistance programs to veteran entrepreneurs (PL 106-50), including the creation of the National Veterans Business Development Corporation where veterans receive “one-stop shop” assistance as opposed to weaving their way through the SBA or the Department of Veterans Affairs bureaucracies.  The Veterans Corporation is now on its way towards being supported entirely by private-sector funding.

	It’s important to remember where we have come over the last 12 years since Republicans were given majority-control of Congress by the American people.  Many of the small business issues highlighted above that became law were not even allowed to be debated on the House or Senate floor when Democrats controlled Congress.  Small business owners were faced with higher taxes, higher regulatory burdens, higher litigation costs, and beginnings of a government-run health care system.

Republicans will continue to promote legislation that gives small employers options to deal with the surging cost of health care; make all of the 2001 tax relief provisions permanent; fight burdensome and unnecessary federal regulations which hamper small business growth and their job creation potential; reform our litigious culture; encourage federal agencies to do more business with U.S. small businesses; and improve the programs at the SBA.


� Based on latest statistical data, some of which is from the 2002 Census survey of business owners.





