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THE WHITE HOUSE

Office of the Press secretary
{Greensboro, North Carolina)

For immediate Release September 23, 1992

REMARKS BY THE PRESIDENT
TO TRIAD BUSINESS COMMUNITY -

Joseph 8. Koury. Convention Center
Greensboro, North Carolina

9:50 A.M, EDT

' THE PRESIDENT: . Thank you, Tom. Thank you very, very
much, and what a wonderful welcome back to this state. Thank you
all, please be seated. It's an honor to be introduced by a
successful, honored, small businessman, Tom Coble. Thank you, sir,
for those kind words. I also want to salute the woman who's done so
much to advance the interests of American small businesses, our
Administrator of the Small Business Administration, Pat Saiki, former
member of Congress and now of our SBA in Washington. (Applauge.) '
And also to, of course, to salute the inimitable, marvelous Governor
of this state, Jim Martin. What a job he's done for the country and
for North Carolina. (Applause.) And salute, too, congressional
candidates Barbara Gore Washington of the 12th District and Richard
Bury of the S5th District. I'm glad to be with them. (Applause.)

And with us are our two national leaders of our
Independent Business Coalition, Pat Harrison and Millexr Hicks =-- both
here with us today -- here's Miller over here; and where's Pat?
Whoops, she didn't make the head table -- sitting out here,.
(Laughter.) she should have; she's an outstanding business success.

Pat, stand up. And, Miller you've got to stand up and
let them see you. ' (Applause.) These people are pulling together
this national small business. coalition -- Independent Business -
Coalition, we call it.. . , . - &' clrges. v s Ch

" Well, I've come here to Greensboro to talk about small
business -- and, really, to drive home for the nation the fact that
businesses, like the ones that come together in the Triad business
:ommugity, generate the hope and pride and the jobs that hold America

ogether. . . : o

. : Take Joe Koury ~-- a well-respected member of the Triad,
and the father of four beautiful daughters. Now, Joseph wasn't
- always the ome-man conglomerate that we see today. He started small:
began building his empire in the early years after World War II, '
. buying up the ©l1d Army barracks here in' Greensboro and turning them:

;e into housing -- sometimes for the same GIS who'd trained there beforew§5;~
L - going off to _war, :now:come .home to -start.a family. "And that - - - ¢

ingenuity -~ that spirit of enterprise -- that drive and dream tells
us the meaning of opportunity, the meaning in America. And it's all
over this great -~ I don't want to start singling people out, but my
friend, Jack Laughery is another one right here from this state who
exemplifies the American Dream -- starting, taking risk; build@ding. . -
And it's a wonderful thing, and it's a wonderful epitome of the .
spirit of this state, in my view. . ' S '

e Now today, America’'s economy is working its way thriough
a period.of profound change. And, incidentally, it's not just
America, it's international change. You saw the recent ups and gowns
‘in the ldnternational currency market. Other countries even now look
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to our economy ag the envy of the world. And you see it here in
North Carolina, these changes, just the way you do all across the
country. Many of our larger companies have retrenched and, indeeqd,
they've restructured =- and I know that these changes have been
difficult for many working Americans. But America's small businesses
have shown a staying power -- creating new products by the - '
thousands «~~- new jobs literally by the millions.

Let me give you one statistic that will drive home just
what I mean. In the 1980s, the numbers of workers employed by
Fortune 500 companies actually went down. But in that same decade,
small businesses boomed -- adding 16 million new jobs.

The simple fact is, small businesses are often the first
to adapt to a changing world -- the first to turn change to advantage
~- the force at the leading edge of economic recovery. And that's
why it is absolutely critical that we do all we can to strengthen
small businesses -- remove obstacles that stand in their way, anéd
¢reate incentives that unleash America's entrepreneurial genius.
Helping small business reach for its dreams is key to my Adenda for
America Renewal. B

‘I've set a goal -~ to make America the first -- the
world's first $10-trillion economy in the early years of the 21st
Century. And when we get to that goal -- not if, but when ~- angd it
is very achievable -~ look at the numbers =- it won't be the chairmen
of the Fortune 500 we have to thank -- it will be the men and women
who run the small businesses that power America == (applause) == the
men and women, for example, of the Triad business community.

‘ Right now, small businesses employ over half of our
nation's workforce. Small businesses create two=-thirds of the new
Jobs in America. Small businesses are hothouses for innovation, and
risk-taking, new ideas -~ the very engine of entrepreneurial

capitalism that pulls‘thiq economy forward.

, And I know because I've been there myself. I did, as
Mr. Coble said, run a small business -- started it from the ground
up, with a lot of help, obviously, from coworkers and partners. And
I know what it's like to sweat out 3 deal, and shop for credit, stay
- up late worrying how you're going to meet the next payroll. And I've
even got the ulcers, or had them back then, to prove it. And that is
afactc o /-, D ‘ . .

o So let me féil you: I happen to think that meeting a
payroll is not a bad qualification for being President of the United
States of America. (Applause.) :

And I mieht peripherally make the point that the
contrast with my opponent couldn't be clearer. He's spent almost his
entire adult life in government. And when he wasn't in government,
he practiced law and taught law school. And he even worked in the
. . Congress =- for his part-time 3job.. Not. exactly the credentials we're .

.-looking for these days. (Laughter.) I T -

.7 80 it shouldn’'t surprise  you’that when-it comes to. -the
economy, my opponent thinks government should lead ~= all I ask you
to do is compare the plans -- directed by bureaucratic planners who
couldn’t run a business anywhere but into the ground,

; Now I believe government can play a.role in helping
small business; no question. But it is a role of support -- not the
lead. ©Not to put the new bureaucracy of government planners in the -
business of picking winners and losers -- but to help America do what
it does best: to make way for the American entrepreneur, the little
guy with the big idea. (Applause.) . _

S ' So I've put together a program to étrengthen small
business -~ a program that will work, because it understands how
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small businesses work. This is one important part of my
comprehensive Agenda for America Renewal

I'm releaszng the full program today in a report I call
"Encouradina Entrepreneurial Capitalism." ©Now, here is the report,
and I hope we can make some, at least, available to people here
today. But we can get them to vou. That's a fancy name for small
business savvy America is known for. Ssome of the ideas are ones that
we've been pushing for, for years -- some are new: All of them are
solid, sensible ways to strengthen small business.

Now, let me detail -- and some of this is quite detailed
-~ what my program does:

First, it will help small businesses get started. You
See, many new businesses literally begin at home -~ when
entrepreneurs convert their own "nest egg" into c¢apital. Germany
does not tax capital gains at America's punitive rates -- neither
does Japan. One of them, I believe, is zero percent; and the other,
I believe, is Japan, is on percent. If we want to compete and win,
it's time to reward the risk-takers who turn their dreams into
tomorrow's jobs. It is time to cut-the tax on capital gains.
(Applause.) : .

The liberals continue to insist that that's a break for
the rich. It isn't. It is clearly an incentive to start new
companies and employ more people. (Applause ) And because you've -
got to crawl before you can walk, we're also helping small businesses
with an aggressive micro-loan program =-=- from a few hundred dollars
up to $25,000 at the critical early stages when new ventures are, I
think we would agree, that at that stage, new businesses are most
vulnerable. : .

That's how we'll help entrepreneurc get their ideas off
the ground, get their businesses up and running. :

Put today, I want to take our efforts one step further.
I am proposing a five-year, s$20-billion small-business initiative --
to 1ift tax and regulatory burdens off the back of small business,
and to cut the costs of capital

.. . We start by knocklng dcwn the corporate tax rate on .
small businesses from 15 to 10 percent.  (Applause.) .And this new
initiative will smooth the way for small business start-ups -- by
increasing the small business deduction limit from $10,000 to
$25,000. And it will allow entrepreneurs to deduct £2,500 of those
start-up costs that most of you - remember in the very f£irst year.

My initiative includes steps to simplify tax laws for
small businesses -- (applause) -- changes that will result in almost
$5 billion a year in tax relief -~- and should allow most small
businesses to file a one- or two=page tax return. And finally, it

kS - eliminates “capital gains. on. newly-issued small business stock. .That
< will serve’'as an incentive to create new businesses.. ., :

e Part'three of this small businesq program is- to help
existing small dbusinesses f£ind credit. The best idea in the world
cannot work without capital. Entrepreneurs simply can’'t do it alone.

They need credit to set up shop and to expand.

Right now, you and I know that the credit crunch has hit -

small businesses hard. That's why we've been working with bankers
and regulators across the country to free up the flow of credit to
companies like yours. Our regulatory reform, for example, by the
SEC, has made it easier for small businesses to raise capital through
stock through. these offerings of stock -~ and to help growing firms .
get from Main Street to Wall Street. '
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And I've had the sSmall Business Administration -- I have
Pat Saiki here working overtime to help credit-starved husinesses.
This year alone, we have increased by more than 50 percent the loan
. guarantees offered by her agency, the SBA -- more than 86 billion for
meg and women with good ideas -- who want to turn those dreams into
jobs. : '

- : Small business is.one of the most effective ways to
bring minority Americans into the economic mainstream. That's why
later today, Pat Saiki will release our plan to streamline the SBA's
Minority Small Business program to bring economic opportunity to
entrepreneurs all across America. o

And tomorrow, Pat's going to go on to South Florida, to
kick off what we call the Green Line program -- a program that we
test-marketed up in New England -- to provide a revolving line of
credit to help small businesses bridge the gap between production and
payment., Thig Green Line initiative, incidentally, should be
especially helpful to small firms that are seeking to get back -to
-"business as usual" after Hurricane Andrew.

Now, fourth, we have got to help small businesses hire
new workers and increase productivity. sSmall businesses -- like
every employer in America -- will benefit from education reforms like
America 2000, our program from our expanded job training
"4nitiatives, from enterprise zones, from legal reform that ends those
sky's-the-limit lawsuits that can drive a small business into
bankruptcy. Wwe've got to do something about these crazy lawsuits.
Even all of that, though, is not enough.

That's why I support aggressive new export promotion
programs to help small businesses crack new markets abroad, and
create new jobs here at home. You see, in the 21st century, America
must be not just a military superpower, but an economic
superpower and an export superpower. And for a long time, it was
felt that small businesses were toc little to sell abroad and compete
abroad. That' changed. And we want to facilitate more sales from
small business into this vast export market that lies ahead.
(Applause.) - ~

. Right now, a fraction of America's companies == 15
percent -- account -for 85 percent of America's exports. We've got to
open these new markets for America's small businesses -- we've got tco
tap their explosive potential to make new customers not just down the
gtreet, but around the world. - ‘

small business is already helping us pioneer new worlds
= leading the way, for example, in the. bio-tech, the bio-technoloay
revolution. That's one key reason that I strongly support a 100%
increase in federal research and development funds to help small
businesses. generate the technologies of tomorrow, :

S e - "And fifth;<we‘ve got to free\small*businesses from the.
“tangleof red tape and regulation. (Applause.): Vice President

v guayle-has :filled me. in.on a.neéting‘thatghg,had.notAlonghago;With;;;fl

Richard Allen, who runs a furniture manufacturing company over in
High Point. Federal reporting rules have gotten so bad that he's hac
to hire new staff just to read regulations. Now, frankly, that's on:
kind of job creation we could do without. Filling out federal forms
should not be a full-time job. o . . - : _

That's why, in January of this year, I ordered a freeze
on federal regulations. You work long and hard for your success, ané
you should spend your time doing business ~- not doing paperwork.
(Applause.) And finally, we've got to help small businesses provide
for their workers, to help the 15 million Americans who are self-
employed. So I want to raise the deduction for health insurance fror
25 percent to 100 percent. And I want to reform health insurance --
give small companies the same advantage that bigger companies have
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when they shop for health care coverage, by encouraging small
companies to pool together to bhuy insurance.

We want to create tax incentives to help small
businesses offer their employees family leave -- not do what the
liberal Congress wants me to do -~ slap another mandate on small
businesses' back. I'm not going to do that. (Applause.)

I believe in family leave, and I believe our approach to
facilitating family leave through, tax credits is a far better way
than putting new mandates on a quy who is struggling to make ends
meet an would have to lay off people to meet the costs of that
program. We want to expand small businesses' ability to offer the
portable pensions people will need in a dynamic economy.

Taken together, that's a strong packdge =~ a
comprehensive package -- to give real-world help, .right now, to the
small businesses that make this economy grow. Yoii'll notice a lot of
it, through tax relief, is removing the burden of government from the
back of small business..

- Now, I think it's fair to say, and ask dispassionately:
What about my opponent? What is his plan for small business? The
difference could not be sharper. You see, I see small business as
the backbone of the American economy. Mr. Clinton, Governor Clinton
sees small business as the goose that lays the Golden Eggs. ‘

Bill Clinton's got big plans for bigger government -~
an¢ to pay for it, he's got the tax plan for almost every day of the
week: Start with $150 billion in new taxes. That's not my saying
he's doing it; this is what he actually has proposed. And then add a
payroll tax for training ~- he's already proposed that -- one-andea-
half percent across the board for small businesses -- every business
-- and then add a health care plan that will lead to a 7 percent

payroll tax to finance the inevitable government takeover of health

care.

) ‘ Ane@ I tell you, it'se taxing just to talk about this
whole program ahead. (Applause.) Somebody said, that taxes my
memory. And Clinton says, that's a good idea, let's try it. )
(Laughter "and applause.) Now, I quess =+ and yesterday -- nobody
believes this, but I did make a subconscious slip. I spoke up when I
was going on about the different plans, and I called him "Governor
Taxes." And I quickly corrected it.

But now, "Governor Taxes" says, ves, he wants to raise
taxes -- and rolls out his standard "soak the rich" rhetoric. You
listen to him. But what he won't tell you is this: two out of every
three people hit by Governor Clinton's tax hike would be small
business owners or family farmers. And these £folks .are not:
millionaires -- they are Mom and Pop, Inc¢., and we cannot let them

slap a tax on small business. (Applauge,) ..

Take a'lookfat'khatrcovernor;clinton!s tax plan would -

7 Mean for small businesses right here in this-state. . If you're like:~.:: .
:-"-.'the- £ypical. small:business,. you.operate with a profit.margin of . about : - -

2 percent. ' Some clearly do better: some are struggling to make it 2
percent. Your market is too competitive for you to pass on costs by
raising prices. That can happen in large companies that dominate the
market. You can't do it as a smal) businessman. You already feel
that you've already cut your costs; -your:operating costs, to the very. ..

bone. _

Andé so when Bill Clinton's new taxes kick in, you have a
choice -- a tough choice. His payroll taxes alone amount to 4
pexrcent to 5 percent of your operating expenses. That's your profit
margin -- and then some. :
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So here's your choice: You can board up the windows -- |
or you can get out the pink slips. You can continue to oparate, but )
to gg so you're going to have to lay off some on vour rather small
workforce. _

Now, I want to invite Governor Clinton and his advisors
to follow along for a little "business math." Just over half of alil
small businesses with between 10 and 20 employees have annual sales
- of $500,000 to s1 million. That's a 2 percent profit margin =-- and
in the best case ~= gives that business a -~ say, 2 §20, 000 profit.

Now, Governor Clinton's new taxes would cost that
company between $46,000 and §56,000 == $o after you've handed over
your profit to the aovernment, the only way to pay the rest of the
tax is putting someone out of work, cutting down on your overall
payroll account ., ‘

And in the case of ny example, that's two or three
employees -- two Or three people out of less than a 20-person company
who lose their jobs. . .

Now, just think about that. Those ‘two or three people
aren't just numbers -~ they're not some names on a payroll sheet.
They're real people =-- they're friends and neighbors -~ men and women
with families to feed and mortgages to pay..

- Now, if that two or three still doesn't sound like much,
kXeep this one in mind. In North Carolina alone, 25 percent of the
workers ~~ of all workers -- 638,000 people -- work in companies the
same size as the one in my example, companies that will be crippled
by Bill Clinton's new taxes.

Across this state, North Carolina has thousands of .
businegses with less than 10 employees. Grocery stores -- more than
3,000, More than 2,500 small furniture stores. Four out of every
five companies in the building trades. Book stores, beauty shops
laundries, video stores and TV repair shops. And the list goes on
and on and on. And for them, Bill Clinton's tax plan means one
thing: Misery on Main Street. (Applause )

You see, I don't think these central planners understand
this. America is a nation of small businesges =-- and to those small
businesses, they'll take a big hit under Governor Clinton's tax plan.
And my opponent could not do more damage to America's risk=takers,
entrepreneurs, if he'd declared war on small businesses. Well, if
you're like me. you've got to say: $&mall buS1ness should not be big-
government's piggy bank. (Applause.)

All I ask is that you people here and the people across
the country take a look for a moment at my approach == and then
- contrast that with Governor Clinton's. ¥You see. I want to strengthen
. small businesses across America by lowering taxes -- increasing R&D.

Bill cllnton wants to. tax small: businesces anad small T

e;ribusiness owners .80 he can give big government-a raise.:;

I want to cut red tape,- .eliminate éxcessive reuulation
and reform the ruinous legal system that's c¢rippling this economy ané
killing small businesses. (Applause.) We really must get these
suits under control. . We are suing each ‘other too much:-and.caring for . .
each other too little in this country. (Applause.) - Now, Bill
Clinton wants to saddle these == or, his plan would saddle these new
small businesses with new mandates; the ¢0l4 ones, too, the existing
ones. New or old, small businesses, all with new mandates. 2And he's
told the trial lawyers of America ‘he wouldn't take away even one
little loophole.

How about health care? Job training? Family leave?
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~{h7peop1e, particularly. the.young. that: America is.a nation.in: declineA é.)ﬂ
We are simply not. We are the most respected leader in the world --

I want to reform our health care system -- extend
coverage t0 all Americans, and use the markets to drive costs down
while keeping quality -~ the great quality of American health care
up. And as I said before, Bill Clinton's plan will mean a payroll
tax and more QOVernment control.

I want to give displaced workers a voucher to get the
training they want. And Bill Clinton wants to put a payroll tax on
emplovyers. .

I want to use tax credits to encourage businesses to
provide workers family leave. Well, my opponent? .You see the
pattern =~ more government rules, more government red tape.

You know, they sent this family leave bill down to me
the other day. They sent it down just for f£ine timing in terms of
politicg. And I vetoed it, and I sent it right back. - T am for
family leave, but I am not for putting further mandates on small
business. Let's do it through tax rellef not through running people
out of business. (Applause.)

Bill Clinton's got a "Punt, pass and kick" plan:  Punt
the problem over to business. 'Pass the costs along. And kick the
American worker ~- right where.he carries his wallet. (Applause.)

Now, you've ¢ot a choice in this election. A choice
between two different philosophies ~- two different directions to
take this great country. Bill Clinton puts his faith in the so-
called "best and brightest:" In his o0ld Oxford cronies who believes
that "government knows best" -- just like the social welfare crowd
that pulled Britain down before Maggie Thatcher and John Major pumped

- some life back in.

well, I put my faith in the American people =-- and X
want to see you keep control of the decisions that really matter in
life. And when Bill Clinton says "government knows best" -- I say:
You know better.

Let me sum it up. this way: His plan is wrong for
America. And mine is right. (Applause o

' Here ¢ what Bill: clinton and the "aovernment f;rst"
crowd just really don't gét. They don't get it. They don't
understand: Government can print money =~ but it simply cannot
create wealth. The great ideas that make this economy grow don' T
begin in the marbled halls of some federal building back in
Washington, D.C. More great ideas == more -of our gross domestic
product, our GDP -- begins at a basement workbench, at a computer on
someone's kitchen table, with the savings you set aside to start a

- bus;ness of your own. ..

' And, Amerzca - don't let them teach the American 5

-

militarily, ‘and economlcally (Applause.) And in spite of the
economic difficulties we've had and are enduring, America -~ believe
me ~= ig the envy of the world: not because its government is

great -- but because its people are.great.. Because.the:American
people are builders and dreamers who buzld.

We need a government that understands that fundamental
fact. And my program -- my Agenda for American Renewal -~ will make
the next American Century a new American Century, a time of peace and
prosperity for all.

Thank you once again for this warm North Carolina

welcome ~~ and may God bless the United States of America.
Thank you very much. (Applause )

END - . 9:22 A.M. EDT
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e FACTS ABOUT U.S. SMALL BUSINESS

ECONOMIC IMPAQT

* SUMMARY STATEMENT: Small businesses today employ more than 50
percent of the U.S. work force, account for 44 percent of all
Sales, generate 39 percent of the GNP, and have been responsible
for 55 percent of the country’s technical and industrial
innovations since World War II. :

JOBRS.

* Small businesses continue to provide two of every three workers
(67 percent) with their first job and thus are responsible for most
of the initial on~the-job training,

* Most new jobs are created by small firms. The 1980s can truly be
called an economic miracle - the longest peacetime econonic
eéxpansion in history, with over 20 million new jobs created during
that time. Small businesses led this expansion; small companies
with fewer than 500 employees added about 12.5 million additional
workers during the 1980s, while the TFortune 500 companies,
employment actually declined by a total of 3.1 million jobs.

¥ Over one-tenth (13 percent) of the labor fofce - 15.6 million
workers -~ are self-employed (that includes part-time sgelf-
employment) .

INNOVATION

* Much of the innovation in this country comes from small
businesses. Small firms produce about 2.4 times as many innovations
per employee as large firms. ‘

'EXPORTING
' % Forty percent of all firms that export are small businesses.

* Every billion dollars in exports creates 26,000 new jobs}

GENERAL

* Smaller businesses contribute more to their communities - in
terms of cash and in-kind services ~ on a per employee basis than
do their larger corporate cousins,

* Most businesses do not actually fail, but close for’voluntary
reasons.- _ :
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WOMEN AND MINORITIES

* Small business provides the best opportunity for economic
empowerment to this country’s fastest-growing and most dynamic
groups...women and minorities.

* Although swall businesses have been hit hard by the recession,
this sector continues to create new jobs, provide sources of
business innovation and open the door of opportunity for all
Amnerican entrepreneurs--regardless of race, sex or background.

WOMEN
#% Women are starting businesses at twice the rate of men.

- The most recent Census Bureau statistics show that 30
percent of all small businesszes in the U.S. are women-owned,

= If the trend cohtinues, nearly_éb percent of all small
-businesses will be women-owned by the turn of the century.

2

* Receipts of women~owned firms increased 183 percent between 1982
and 1987, from $98.3 billion to $278.1 billion.

* Women own more than 400,000 corporations and partnerships.
* The total number of businesses owned by women increased about 58

percent from 1982 to 1987. This rate of growth is more than four
times the rate for all businesses (14 percent).

¥ Women-owned businesses continue to demonstrate their growing

importance as providers of jobs for American workers. Between 1982

and 1987, the number of women-owned businesses with paid employees

nearly doubled. As of 1987, women-owned businesses employed over
. three million workers.
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“MIBORITIES

% SBA astimates there are now apprbximately 1 million minority =
-pwned businesses nationally.

-~ During the 1280’s, the number of black-owned businesses grew
by almogt-do percent, from just over 300,000 to 424,000.

% The most Fecent Census Bureau statistics show more than
422,000 Hispanic-owned businesses nationally...an increase of .
81 -percent from 1982.. -

<~ The most recent Census Bureau statistics show more than
355,000 businesses were owned by Asian Americans...an increase
of 89 percent from 1932.

* Businesses owned by minorities had almost $80 billion in sales in
1987. ' '

* The number of businesses owned by American Indians and Alaska
natives rose by 57.5 percent between 1982 and 1987. The number of
Black-owned businesses rose 38 percent during the same time.

* The number of Black-owned manufacturing businesses more than
doubled from 1982 to 1287, from 3,707 to 8,004,

% Black-owned businesses with employees rose by 87 percent from
1982 to 1987, from 37,841 to 70,815.

* The number of Hispanic-owned businesses rose 80.5 percent from
1982 to 1987, This rate of growth is almost six times the rate for
all businesses (14 percent), from 233,975 in 1982 to 422,373 in
1987, '

* As of 1987, Hispanic-owned businesses accounted for roughly 3.1
percent of all U,S$, businesses.

# Between 1982 and 1987, the number of businesses owned by Asian
Americans and Pacific Islanders rose 89.3 percent.

* The number of businesses owned by Vietnamese Americans increased
more than five-fold from 1982 to 1987, Ffrom 4,989 to 25,671.

* The total receipts of businesses owned by Asian Americans and
Pacific Islanders rose 161.8 percent during that period.

* Note: Source for all of the data on women and minorities is from
the Bureau of the Census.
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release R September 23, 1992

Encouraging Entrepreneurial Capitalism:
Strengthening Small Businesses

FACT SHEET

President Bush announced today a comprehensive program for
strengthening our Nation's small businesses, including a five-
year, $20 billion initiative to reduce capital costs directly
and to reduce the paperwork burdens that fall heavily on small
businesses.

The initiative includes:

. Reducing the lowest corporate tax rate for small
businesses from 15 percent to 10 percent; -

. Increasing the current equipment expensing limit from
$10,000 to $25,000;

. Eliminating capital gains taxes on newly-issued small
business stock:; '

. Permitting the immediate write-off of up to $2,500.of the
front-end costs of starting a new business; and

. Simplifying the tax laws so that most small businesses can
file their returns on one or two pages. :

. W oo P

I. Helping Small Businesses Get Started

The Administration has proposed tax policies and
innovative programs to give incentives for entrepreneurship.

A. Expanding Tax Incentives to Start Small Businesses

° Reducing Capital Gains.

/

Today the President proposed to eliminate the capital
gains tax on small business start-ups. Under the
President's proposal, capital gains earned from
qualified investments held for five years in certain
small business corporations would qualify for a 50
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percent exclusion. In addition, for each additional
year the investment is held, the exclusion is
increased by ten percent. Investments held for ten
years or more will be exempt from capital gains
taxation. The proposal would cover investments in
- small businesses with up to $10 million in assets or
receipts.

. E Expensing Start-Up Costs.

The President also proposed to permit the immediate
write-off of up to $2,500 of the initial costs of
organizing a new business. (Under current law,
allowable business start-up expenditures must be
capitalized and amortized over at least five years.)
. Direct expensing of a portion of these costs will
‘ reduce the cost of capital necessary to start a
business.

The new write-off provisions would be applicable to

. expenditures made after December 31, 1992 to start.up
' a business that has less than $500,000 in sales in

;' 1its first full year of operation.

B.: Providing Additional Assistance to Entrepreneurs

Facilitating Equity Investments.

: The President recently signed legislation authorizing
' the SBA to guarantee new equity-type investments in
Small Business Investment Companies (SBICs). The
SBICs would, in turn, use the proceeds to make equity
investments in small businesses.

.. Providing Micro-Loans.

The Small Business Administration (SBA) is
implementing a $45 million program to offer unsecured
micro-loans.qf,up to -$25,000 to small businesses.

II. Helping Small Businesses Reduce the Cost.of Capital

President Bush today proposed a five-point initiative to
reduce the cost of capital and simplify the tax code for
small businesses. In addition to reducing or eliminating
the capital gains tax on newly-issued small business stock
and permitting the immediate write-off of up to $2,500 of
the initial costs of starting a small business, the
President proposed to: :

¢



II.

-2-

.- percent exclusion. In addition, for each additional
year the investment is held, the exclusion is
increased by ten percent. Investments held for ten
years or more will be exempt from capital gains!'
taxation. The proposal would cover investments in
small businesses with up to $10 million in assets or
receipts.

. Expensing Start-Up Costs.

The President also proposed to permit the immediate
write-off of up to $2,500 of the initial costs of
organizing a new business. (Under current law,
allowable business start-up expenditures must be
capitalized and amortized over at least five years.)
Direct expensing of a portion of these costs will:
reduce the cost of capital necessary to start a
business. )
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a business that has less than $500,000 in sales in
its first full year of operation.

B. Providing Additional Assistance to Entrepreneurs

. Facilitating Equity Investments.

The President recently signed legislation authorizing
the SBA to guarantee new equity-type investments in
Small Business Investment Companies (SBICs). The
SBICs would, in turn, use the proceeds to make equity
investments in small businesses.

. Providing Micro-Loans.

The Small Business Administration (SBA) is
. implementing a $45 million program to offer unsecured
micro-loans of up to $25,000 to small businesses.

Y-
Helping Small Businesses Reduce the Cost of Capital

President Bush.today proposed a five-point initiative to
reduce the cost of capital and simplify the tax code for
small businesses. In addition to reducing or eliminating
the capital gains tax on newly-issued small business stock
and permitting the immediate write-off of up to $2,500 of
the initial costs of starting a small business, the

. President proposed to:
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Reduce the corporate tax rate for small businesses

from 15 percent to 10 percent. The President
proposed to reduce the tax rate.on the first $50,000

of a corporation's taxable income from 15 percent to
10 percent. The proposed new corporate tax rate
would become effective on January 1, 1993.

Increase the current expensing limit from $10,000 to
$25,000. Under current tax law, a small business may

deduct up to $10,000 of the cost of busirness or
income-producing equipment in the year it is placed
in service. The President proposed to increase the
maximum allowable deduction from $10,000 to $25,000.
This $25,000 maximum would be reduced for each dollar
of eligible equipments' cost above $200,000.  Thus,
no expense deduction would be allowed when the cost
of eligible equipment exceeds $225,000.

Simplify the tax laws so that most small businesses
can file their returns on one or two pages. This
includes: -

. AMT Relief for Business Tax Preferences

Under the President's proposal, certain business
preferences and adjustments arising from qualifying
small corporations (including adjustments for
depreciation, depletion, intangible drilling costs
and other expenses) would no longer be subject to
alternative minimum tax. In addition, active
participants in qualifying unincorporated businesses
would not be required to include these preferences
and adjustments in determining their individual AMT.

. Inflation-adjusted inventory accounting rules

Taxpayers with gross receipts under $10 million could
elect to use an inflation-adjusted FIFO (First 1In,

First out) method of accounting for inventory.

Inventories would be indexed using inflation
adjustment factors based on an overall price index,
such as the Consumer Price Index, to eliminate the
effects of inflation from the determination of
taxable income.

. Exemption from uniform capitalization rules

The President's proposal exempts taxpayers with gross
receipts under $10 million from the uniform rules
governing capitalization of direct and indirect costs
associated with the production of property. In
addition, very small producers (those with gross
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-receipts under $1 million) would be required to

capitalize only direct costs attributable to
production activities, and could expense all indirect
costs associated with their production activities.
This will permit small businesses to avoid making
costly and burdensome cost allocations solely for the
purpose of computing tax liability.

e Exemption from long-term contract rules

Under current law, taxable income from long-term
contracts is determined under the percentage of
completion method (PCM) of accounting.

The President proposes to expand the current
exemption from the PCM requirements to any long-term
contract being performed by a contractor with average
gross receipts under $10 million.

. Pension rule simplification ]
The President proposed several changes to simplify
pension rules and expand pension options for small
businesses, including:

- Permitting small businesses with less than 100
employees that have no pension plan to sponsor a
Small Business Model Retirement Plan for its
employees. An employer who sponsors a Small
Business Model Retirement Plan must contribute
one percent of pay to an account for each
participating employee. 7

Employees could elect to defer a portion of his
or her compensation to the account, up to a
maximum of $3,000. To encourage employees to
elect deferrals, the employer must make a
matching contribution to the first 3 percent of
compensation that an employee elects to defer,
plus 50.percent of elective'deferrals
representing between 3 percent and 5 percent of
the employee's compensation.

-- - Repealing certain family abgregation rules that
apply for pension plan purposes;

-- Permitting certain tax-exempt employers
(including trade associations and credit unions)
to adopt Section 401(k) retirement plans for
their employees; and
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- Eliminating the special aggregation rules that
apply to retirement plans for self-employed
individuals.

Providing Assistance Through the SBA.

In 1992 the Administration provided a record $6
billion in loan authority to permit the SBA to
guarantee small business loans.

Under the New England Lending and Recovery Project,
the SBA restructures small business loans held by the
FDIC as a result of bank failures.

Encouraging Bank Lending.

The Administration has worked with bank régulators
and conducted extensive meetings with bankers,
examiners, and borrowers nationwide to increase the
availability of funds. Earlier this month, Treasury
Secretary Brady met with top banking industry
executives to encourage a strong focus on small
business lending.

The Administration has also worked with bank

regulators in issuing over 30 regulatory changes to
increase credit availability.

Opening Up Equity Markets to Small Business.

The President's regulatory review and moratorium has led

to a

Securities -and Exchange»Cqmmission!“including:

series of small business initiatives by the

i ~

Allowing issuers of "seed capital" offerings to issue
up to $1 million per year in securities and be exempt
from SEC registration requirements:;

Raising from $1.5 million to $5 million the ceiling
on Regulation A limited public offerings, using
simplified disclosure procedures; and

Fostering investment by mutual funds in small
businesses.
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D.; Providing Disaster Assistance.

More than $2 billion in loan authority has been provided

this fiscal year to help small businesses recover from the

effects of devastating natural disasters, including

Hurricanes Andrew and Iniki and the Los Angeles riots.

The SBA has streamlined the application process.
: Y

Helping Small Businesses Expand Employment and Increase
Productivity

A.i Supporting Innovative Research.

The Administration supports or has proposed a nnmber of

" measures to increase investment in research and

development including:

e . Making the Research & Experimentation tax credit
- permanent; and

e . Doubling the percentage of Federal R&D budget that is
© set aside for small business under the Small Business
. Innovation Research (SBIR) program from 1 25 percent
: to 2.5 percent.

Today President Bush directed agencies participating

in the SBIR program to implement .a Commercialization.

Assistance Project. The project will place

participating small businesses in contact with

established companies to improve the skills necessary
. to access credit.

B. Improving the Quality of Our Workforce.

The President has proposed to revolutionize American
education through his America 2000 program, and to
streamline, expand and improve the accountability of
Federal job training programs.

c{ Reforming Our Legal System.

President Bush has proposed and supported legislation to
reform our civil justice system, particularly in the areas
of product liability and tort law, to encourage early
settlement of disputes, adopt the "Loser Pays" rule "to
require the loser to pay the winner's legal fees in
certain circumstances, and to limit excessive punitive
damage awards.

i

=
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D. Expanding and Opening Foreign Markets.

The Small Business Administration and the Department of
Commerce have provided information, counseling, training

- . and financing to thousands ‘of small businesses who seek to
export their products to new markets overseas.

E. Creating Enterprise Zones

President Bush has proposed to create enterprise zones in
inner cities and rural areas that suffer from a lack of
economic opportunities for their residents. A number of
tax incentives would be provided for enterprise zone
workers, investors and businesses, including an employee
wage credit, expensing of certain stock investments, and
an exclusion of most capital gains.

V. Clearing Away the Regulatory Maze

The Administration has announced several reforms that will
reduce the costs and burdens imposed on small businesses in
complying with the Federal tax system.

A. Reducing the Costs of the Pavroll Tax System.

Several initiatives will reduce administrative costs for
the more than 3.5 million small employers who must report
: employment taxes, including:

. Permitting up to 75 percent of all employers to make
payroll tax deposits once a month, and to make those
deposits electronically; .

. Creating a new simplified Federal employment tax form
for small businesses,_

) Establishing a single wage\reporting system to
eliminate duplicate filing of Form W-2 and other
payroll tax information; and

. Allowing employers to verify employees' tax N
identification numbers by telephone. .

B. Reduce Other Tax-Related Burdens. A )

Additional reforms will allow:

. Deductibility of Preparation Fees. On April 1, 1992,
the IRS released a ruling allowing more than 16
million sole proprietors, including farmers, to
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deduct. business~-related tax preparation fees as a
business expense rather than as a limited itemized

deduction.

e  Joint Federal-State Filing. The IRS is working with
States on a pilot program for the joint electronic
filing of Federal and State tax returns. In 1992,

!  the IRS implemented this program State-wide in South
. Carolina and on a more limited basis in six other

' States. The IRS expects to add additional States

+  during the coming year.

~ o | [Educational Initiatives for Small Businesses. In the

! past year, the IRS has informally contacted over
150,000 small businesses having difficulty complying
with Federal tax deposit requirements. The IRS is
now working with these taxpayers, outside the formal
audit and enforcement context, to address compliance
? concerns.

VI. Heiping Small Businesses Provide for Their Workers

Sm?ll businesses need help in providing benefits that will
give their employees economic security. These benefits
include:

A. Affordable Health Care.

Eighty five percent of workers and dependents without
health insurance work for firms with fewer than 100
employees. ' The President's Comprehensive Health Reform
+ Plan would:

o Allow small employers to form Health Insurance

' Networks to’ give Small employers the purchasing clout
of a large group, "

.. Require insurers to offer insurance to all small

! groups 1f they sell health insurance to any small-

\ groups. Insurers would also be required to offer
insurance to all members of the group and could no
longer exclude particular individuals who the insurer
thought would have high medical expenses;

. Ensure affordable insurance rates for small groups
with one or more very sick individuals, initially
through rate limitations and, over time, through
risk-pooling; and .




-8-

. deduct business-related. taxz preparation fees as a
business expense rather than as a limited itemized
deduction. :

. Joint Federal-State Filing. The IRS is working with
States on a pilot program for the joint electronic
- filing of Federal and State tax returns. 1In 1992,
the IRS implemented this program State-wide in South
Carolina and on a more limited basis in six other
States. The IRS expects to add additional States
during the coming year.

. Educational Initiatives for Small Businesses. In the
past year, the IRS has informally contacted over
150,000 small businesses having difficulty complying
with Federal tax deposit requirements. The IRS is
now working with these taxpayers, outside the formal
audit and enforcement context, to address compliance
concerns.

VI. Helping Small Businesses Provide for Their Workers

Small businesses need help in providing benefits that will
give their employees economic security. These benefits
include:

A. Affordable Health Care.

Eighty five percent of workers and dependents without
health insurance work for firms with fewer than 100
employees. The President's Comprehensive Health Reform
Plan would:

. Allow small employers to form Health Insurance
Networks to give small employers the purchasing clout
of a large group,

. Require insurers to offer insurance to all small
groups if they sell health insurance to any small
groups. Insurers would also be required to offer
insurance to all members of the group and could no
longer exclude particular individuals who the insurer
thought would have high medical expenses;

. Ensure affordable insurance rates for small groups
with one or more very sick individuals, initially
through rate limitations and, over time, through
risk-pooling, and . _




-7-

| D. . Expanding and Opening Foreign Markets.

The Small Business Administration and the Department of
Commerce have provided information, counseling, training
and financing to thousands of small businesses who seek to
export their products to new markets overseas.

E.; Creating Enterprise Zones ‘ ,

President Bush has proposed to create enterprise zones in
inner cities and rural areas that suffer from a lack of
; economic opportunities for their residents. A number of
| tax incentives would be provided for enterprise zone
| : workers, investors and businesses, including an employee
| : wage credit, expensing of certain stock investments, and
an!exclusion of most capital gains.

V. Clearing Away the Regulatory Maze

The Administration has announced several reforms that will
reduce the costs and burdens imposed on small businesses in
complying with the Federal tax system.

A.' Reducing the Costs of the Payroll Tax System.

Se%eral initiatives will reduce administrative costs for
the more than 3.5 million small employers who must report
employment taxes, including:

) } Permitting up to 75 percent of all employers to make
payroll tax deposits once a month, and to make those
.  deposits electronically;

. Creating a new simplified Federal empioyment tax form
+ for small businesses;

-f Establishing a single.wage reporting eystem to
: eliminate duplicate filing of Form W-2 and other
: payroll tax information, and

| -} Allowing employers to verify employees' tax
‘ ‘ identification numbers by telephone.
|

B. Reduce Other Tax-Related Burdens.

Additional reforms will allow:

.. Deductibility of Preparation Fees. On April 1, 1992,
| the IRS released a ruling allowing more than 16

| million sole proprietors, including farmers, to




-9- -

) Permit the self-employed to deduct 100 percent of
their health care insurance premiums as opposed to
the 25 percent they currently are permitted to
deduct.

B. Tax Incentives for Family Leave Policies. -

President Bush has proposed to provide tax credits to
businesses with fewer than 500 employees that adopt non-
discriminatory leave policies related to childbirth,
adoption or serious family health problems. The employer
would be eligible for a tax credit equal to 20 percent of
the cash wages that the employer provided (or would have
provided) to the employee during the period of family
leave, up to a maximum of $20 of credit per business day
and a maximum of $1,200 of credit per employee per year.
The employer must continue ‘to provide health benefits and
other employment protections and benefits to employees on
family leave.

C. Retirement Security. " o

. In July 1992, the President signed legislation
increasing pension portability and enhancing
retirement security for workers who change jobs by
permitting workers to rollover their accrued pension
benefits directly into another retirement plan or an
Individual Retirement Account.

. -The President also proposes to:

- Reduce and simplify the administrative
requirements for pension plans offered by small
employers to encourage them to extend coverage

. to those not currently covered;

l/

- Permit tax-exempt institutions and state and
local governments to establish 401(k) retirement
savings plans for their employees:; and ‘

- Simplify the rules for administering 401(k)
plans and repealing special tax breaks that
discourage retirement savings.



SMALL BUSINESS TAX INITIATIVES

Small businesses are the engine of growth in our economy, creating two-thirds of new U.S. jobs.
During the 1980s, small businesses added about 12.5 million additional workers, while
employment in Fortune 500 companies actually declined. From 1988 to 1990, small businesses
created more than 3 million jobs--the entire net increase in the nation’s job growth for that
period in the private, nonfarm sector.

This progress in job creation by small business is held back by three impediments--a high cost
of capital, a paperwork burden brought on by unnecessary regulation, and high costs of
providing employee benefits. The Bush Administration is addressing these impediments in a set
of specific tax policy changes. These changes complement the Administration’s efforts in other
areas to assist small businesses.

Reducing the Cost of Capital

® Increase section 179 limit on the cost of equipment that can be expensed from $10,000
to $25,000 (revenue cost: $8.4 billion over 5 years).

e Exempt tax preferences attributable to depreciation, depletion, intangible drilling costs,
and certain other expenses from the AMT for small business corporations and individual
taxpayers who actively participate in small business activities (revenue cost: $1.7 billion
over 5 years).

® Exempt up to 100 percent of capital gains on small business stock, and 100 percent of
the gain if the proceeds are rolled over into another small business investment (revenue
cost: $0.7 billion over 5 years).

e Reduce the lowest corporate tax rate from 15 percent to 10 percent (revenue cost: $5.5
billion over 5 years).

Eliminating Unnecessary Paperwork and Regulation

e Allow expensing of the first $2,500 of small business startup costs with the balance
written off over 5 years (revenue cost: $0.5 billion over 5 years).

e Allow small businesses to elect a new inflation-adjusted FIFO inventory accounting rule |
(revenue cost: $2.6 billion over 5 years).

e Exempt small business from the uniform capitalization and long-term contract accounting
rules (revenue cost: $0.3 billion over 5 years).

e Allow small businesses to establish a small business model pension plan. This plan will
allow employees to defer up to $3,000 in contributions if the employer matches a portion
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of their'é contribution. In addition, certain other pension’ simplifications will apply to
small businesses (revenue cost: $0.9 billion over 5 years).

Reducing the High Cost of Employee Ben_eﬁts

® Allow a deduction of 100 percent of health insurance premiums for self-employed
individuals (revenue cost: $5.0 billion over 5 years). '

® Providge a tax credit for small businesses that maintain a job and benefits for employees
on unpl‘aid leave for childbirth or family illness (revenue cost: $3.1 billion over S years).

Effects of Pr(}posals

These, proposéls will have a significant effect on the lives of small business owners and their
employees. Reductions in the cost of capital for small businesses will increase their ability to
invest and grow. In addition, the reduction in the burden of unnecessary paperwork will redirect
small business’ resources away from form creation to product and job creation. For example,
the new small ‘business tax proposals will:

° Reduc;e the cost of capital and increase the cash flow of more than 4.8 million small
businesses by a total of about $2 billion each year by liberalizing expensing.

o Reduc}e the cost of capital and increase the cash flow of 850,000 small corporations by
more than $1 billion each year by reducing their corporate tax liability.

: r
® Decrease unproductive recordkeeping and tax return preparation time by small businesses

across our country of over 160 million hours each year.

o Redulce the regulatory burden for small businesses by eliminating 225 pages of regulatory
guidance from consideration in determining their tax liabilities.

] Pemélit 950,000 small busines;ses\to benefit directly from the $2,500 startup cost
expensing allowance (this represents 5 .5_.:percent of all small businesses).

e Eliminate depreciation computations and permit direct expensing through corporate tax
for all new equipment acquisitions by 4.8 million small businesses (this represents 26
percent of all small business). :

® Entitle 5 million small businesses to index inventories under a simplified method to

eliminate permanently the effects of inflation from their computations of gross income
from the sales of their products (this represents 28 percent of all smiall businesses).

!
{
!
i
|
|
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e Relieve 2 million small businesses from time-consuming cost allocation and capitalization
requirements, which differ from their financial reporting requirements, done solely for
purposes of determining their tax liabilities (this represents 11.5 percent of all small
businesses). : ‘

® Relieve 150,000 small business owners and 10,000 small corporations from costly
recordkeeping and filing requirements caused by the alternative minimum tax.

e Expand opportunities for small businesses to adopt qualified pension plans through
promoting the use of master and model small business plans, thus reducing the
professional fees that small businesses incur in establishing these plans, the filing fees
associated with adopting the plans, the administrative costs of implementing and
maintaining the plans, and the annual filing requirements for the plans.
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of their contribution. In addition, certain other pension simplifications will apply to
small businesses (revenue cost: $0.9 billion over 5 years).

Reducing the High Cost of Employee Ben'eﬁts ‘

e Allow a deduction of 100 percent of health insurance premiums for self-employed
individuals (revenue cost: $5.0 billion over S years).

® Provide a tax credit for small businesses that maintain a job and benefits for employees
on unpaid leave for childbirth or family illness (revenue cost: $3.1 billion over 5 years).

Effects of Propbsals

These proposals will have a significant effect on the lives of small business owners and their
employees. Reductions in the cost of capital for small businesses will increase their ability to
invest and grow. In addition, the reduction in the burden of unnecessary paperwork will redirect
small business’ resources away from form creation to product and job creation. For example,
the new small business tax proposals will:

e Reduce the cost of capital and increase the cash flow of more than 4.8 million small

businesses by a total of about $2 billion each year by liberalizing expensing.

e Reduce the cost of capital and increase the cash flow of 850,000 small corporations by
more than 31 billion each year by reducing their-corporate tax liability.

@ Decrease unproductive recordkeeping and tax return preparation time by small businesses
across our country of over 160 million hours each year.

® Reduce the regulatory burden for small businesses by eliminating 225 pages of regulatory
guidance from consideration in determining their tax liabilities. = -

® Permit 950,000 small businesses to ‘benefit directly from the $2,500 startup cost
expensing allowance (this represents 5.5 percent of all small businesses).

® Eliminate depreciation computations and permit direct expensing through corporate tax
for dll new equipment acquisitions by 4.8 million small businesses (this represents 26
percent of all small business).

e Entitle 5 million small businesses to index inventories under a simplified method to

eliminate permanently the effects of inflation from their computations of gross income
from the sales of their products (this represents 28 percent of all small businesses).

-



SMALL BUSINESS TAX INITIATIVES

Small businesses are the engine of growth in our economy, creating two-thirds of new U.S. jobs.
During the 1980s, small businesses added about 12.5 million additional workers, while
employment in Fortune 500 companies actually declined. From. 1988 to 1990, small businesses
created more than 3 million jobs--the entire net increase in the nation’s job growth for that

period in the private, nonfarm sector.

This progress in job creation by small business is held back by three impediments--a high cost
of capital, a paperwork burden brought on by unnecessary regulation, and high costs of
providing employee benefits. The Bush Administration is addressing these impediments in a set
of specific tax ipolicy changes. These changes complement the Administration’s efforts in other

areas to assist; small businesses.
Reducing the .Cost of Capital

® Increase section 179 limit on the cost of equipment that can be expensed from $10,000
to $25,000 (revenue cost: $8.4 billion over 5 years).

® Exemf}t tax preferences attributable to depreciation, depletion, intangible drilling costs,
and certain other expenses from the AMT for small business corporations and individual
taxpayers who actively participate in small business activities (revenue cost: $1.7 billion

over 5 years).

e Exempt up to 100 perceht of capital gains on small business stock, and 100 percent of
the gain if the proceeds are rolled over into another small business investment (revenue

cost: '$0.7 billion over 5 years).

e Reduce the lowest corporate tax rate from 15 percent to 10 percent (revenue cost: $5.5
billion over 5 years). :

Eliminati'ng_'fUnnecessary Paperwork and Regulation

e Allow expensing of the first $2,500 of small business startup costs with the balance
written off over 5 years (revenue cost: $0.5 billion over 5 years).
' \

e Allow small businesses to elect a new inflation-adjusted FIFO inventory accounting rule
(revenue cost: $2.6 billion over 5 years).

e Exempt small business from the uniform capitalization and long-term contract accounting
rules (revenue cost: $0.3 billion over 5 years). :

e Allow small businesses to establish a small business model pension plan. This plan will
allow employees to defer up to $3,000 in contributions if the employer matches a portion

{
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NAS!INGTON'-- As part of Dresident Dush’s plan for overall
government deregulacion, Administrator Patricia Saiki of the w.s.
Small Business Administration (SBA) toeday announced plans to
ftreamline the agency’s Minoriry small Rusiness (MSB) program £o
increasa efficiency and bhrsaden pertigipation.

"Thig business developmant program, targeted to minorities,
must be more inclusive and it must deliver its services in a more
timely_fashion,” sald Sadki. ’

The reorganizatien, whieh requires some Congressiocnal
approval, will ease eligidility and procurement regqulations,
increase federal contrasting oppertunities and target delivery orf
8BA busizness development services. :

Salkl unveiled the proposal at a briefing also attended by
Judith Watte, associate administrator for the Office orf Minority
Small Business and Capital Ownership Devalopment (MSBECOD) . Thig
cffice directs the agency’s kay minority-oriented commercial
imitiatives, the 8(a) business development program and 7(j)
management and technical assistanace program.

Onee the plan is approved, naw 8{a) applicants will notice
an immediats improvement Zrom a more flexible and realistic
eligibility standard, a move imtended to boost enrollment far
beyond today’'s level of slightly more than 4,000 firms. An
individual firm’s success from that point oz lazgely will pe
deciqsd by its own abilities and resourcss, coupled with buginass
development asaistance provided by the SEA,
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T ) ‘:,lald\':l ,
: The SBA’‘s participation in the awarding of federal contracts
will algo be affacted.

"Now, " said Saiki, *all &(a) contyacts involve the SEa
ldminiatratively, a disincentive to federsl buyers looking teo
negotiate quickly and directly. The new procedures will remove
the SBA from this administrative rola, pinplifying the progees
and encouraging wider use of 8(a) throughout the federal gystem, "

The creation of a federal goveznmant-wide small
disadvantaged business (SDB) procurement brogram with mandated :
goals will bring about naw, expanded contracring opportunities.

In conjunction with this expansion in marketplace, the SBA
proposes to do away with the requirement that’ 8(a) contracts
exceeding a $3 million threshsld (#5 milidon for manufacturing)
be compered among 8(a) firms, The agendy seas this as limiting
the 8(a) company‘s epportunity to gain valuable experience
competing in this newly-created market.

Ocher recommendatlions include:

o Establishing a pilet B{a) graduate asggistance program
whereby firme that left the pbrogram and new compete
successfully in the economic mainstream mentor current
8(a) participants;

o Targeting 7(j) management and technical asgistance to
8(3) 2irmg in four gpecific areas, marketing
aasistance, proposal preparation, accounting systems
ana industry specific technical expertiese; ang

® Replacing the two stages of 8(a) participation (a four-
year development and five-year [maximum] trangition
Phase) with only one level ang offer all program
benefits to all participants throughout the nine-year
term, ‘

#i4




FACTS ABOUT U.S. SMALL BUSINESS /f C] J B

Small businesses are the engine that propels the economy.

Small businesses (i.e, less than 500 employees) today employ
more than 50 percent of the U.S. work force, account for 44
percent of all sales, generate 39 percent of the GNP, comprise 99
percent of all businesses in the U.S. and have been responsible
for over half (55 percent) of the country's technical and
industrial innovations since the second World War.

Small business fueled the rapid expansion in job creation.

. Small businesses create two of every three jobs in the
economy .
. During the 1980s, small businesses added about 12.5 million

additional workers, while the Fortune 500 companies'
employment actually declined by a total of 3.1 million jobs.

. Over one-tenth (13 percent) of the labor force -- 15.6
million workers -- are self-employed (that includes part-
time self-employment).

. From 1988 to 1990, small businesses created more than 3
million jobs -- the entire net increase in the nation's job

‘growth for that period in the private, non-farm sector.

. The SBA estimates that 71 percent of future employment in
the fastest growing industries (e.g., medical care, business
services and the environment) is likely to come from small
businesses.

Small businesses are the catalyst for innovation -- the driving
force of a_dynamic economy.

. Much of the innovation in this country comes from small
businesses. Small firms produce about 2.4 times as many
innovations per employee as large firms.

Small businesses will enable the U.S. to become an export
superpower. '

. Forty percent of all U.S. exporters are small businesses.

. Every billion dollars in exports creates 26,000 new jobs.




~

e ~—

Small businesses play an important role in our Nations

manufacturing sector.

In 1991, 98 percent of all manufacturing firms were small
businesses -- 83 percent of all manufacturing firms employed
less than 50 workers.

Last year, 63 percent of all manufacturing jobs were located
in small businesses -- close to one in every five (18
percent) manufacturing jobs were in firms that employed less
than 50 workers.

Between 1985 and 1991, small manufacturers (less than 100
workers) created over 200,000 net new jobs.

Minorities and women have been the principal

beneficiaries/participants in the growth of small businesses.

Small business provides the best opportunity for economic

empowerment to this country's fastest-growing and most dynamic
groups -- minorities and women.

Blacks:

During the 1980s, the number of Black-owned businesses grew
by almost 40 percent, from just over 300,000 to 424, 000.

The number of Black-owned manufacturing businesses more than
doubled form 1982 to 1987, from 3,707 to 8,004.

Hispanics:

The most recent Census Bureau statistics show more than
422,000 Hispanic-owned businesses nationally, an increase of
81 percent from 1982.

The number of Hispanic-owned businesses rose 80.5 percent
from 1982 to 1987. This rate of growth is almost six times
the rate for all businesses (14 percent), from 233,975 in
1982 to 422,373 in 1987.

Asians:

Between 1982 and 1987, the number of businesses owned by
Asian Americans and Pacific Islanders rose 89.3 percent.

The number of businesses owned by Vietnamese Americans
increased more than five-fold from 1982 to 1987, from 4,989
to 25,671.
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Women:

Women are starting businesses at twice the rate of men.

30 percent of all small businesses in the U.S. are women-
owned. If the trend continues, nearly 48 percent of all
small businesses will by women-owned by the turn of the
century. .

The total number of businesses owned by women increased
about 58 percent from 1982 to 1987. This rate of growth is
more than four times the rate for all businesses (14
percent).

Women-owned businesses continue to demonstrate their growing
importance as providers of jobs for American workers.
Between 1982 and 1987, the number of women-owned businesses
with paid employees nearly doubled. As of 1987, women-
owned businesses employed over three million workers.
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CREDIT AVAILABILITY AND SMALL BUSINESS

Working To Reverse the Credit Crunch

. The Administration has worked with bank regulators and has
conducted extensive meetings with bankers, examiners, and
borrowers all over the U.S. to increase the availability of
funds. .

- This week Treasury Secretary Brady met with bank CEO's
to urge them to act more like bankers and open up their
lending windows to sound borrowers. ’

-- The Administration has called for banks to do "more
lending and less investing in government securities.”

. The Administration has worked with bank regulators to issue
over 30 regulatory changes in order to increase credit.
availability:

{
- President Bush has directed that bank examiners conduct
their valuation of real estate based on the ability to
generate income, not on liquidation value.

- President Bush has taken action to end over-zealous
bank examinations.

Opening Up Equity Markets to Small Businesses

. The President's Regulatory Relief Effort led to a series of
small business initiatives implemented by the Securities and
Exchange Commission:

- allowing issuers of "seed capital" offerings to issue
‘ up to $1 million per year in securities and be exempt
from SEC registration requirements.

-— raising from $1.5 million to $5 million the ceiling on
Regulation A limited public offerings, using simplified
disclosure procedures.

- providing new simplified reporting systems and firms
for initial public offerings (IPOs), as well as for
repeat offerings of small companies.

- fostering investment by mutual funds in small
businesses by: (a) increasing the amount of securities
that may be raised without registration by certain
types of investment companies specializing in small
businesses and (b) permitting mutual funds to increase
the percentage of assets that may be invested in the
illiquid securities of small businesses.

-



SUGGESTED SPEECH INSERT ON CREDIT AVAILABILITY
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...we need the entrepreneurial spark that small businesses provide. But entrepreneurs -
can't do it alone. They need the credit to set up shop and then to expand. ) They don't look for
a handout —- just a chance to give a good return on investment.

I know that small businesses have had a tough time borrowing. We've been fighting
the credit crunch in every possible way. First, we urged the Federal Reserve Board to lower
interest rates. Then we met with nearly every bank regulator in the country, and told them
that banks must be able to lend to good borrowers. We made 30 separate regulatory changes
to rcmo've federal barriers to sound lending. Government overregulation should not stand in
the way of creating new businesses and jobs.

We took the message to the banks as well. Just this week Sécretary Brady met with
bank CEOs from around the country and urged them to do more lending and less investing in
government securities. Banks must live up to their responsibilities. Savings must be plowed
back into the community to create jobs.

Then we took the message to Wall Street. Working with the SEC, we made it easier
for small companies to sell shares by eliminating the paperwork requirements that drive up the
cost of getting investors to buy into your dream.

Churchill once said to America, "Give us the tools and we will finish the job." This is

the cry of entrepreneurs. We hear your voice. And every day we're pushing aside the barriers

that stand in the way of building your business.




Aea & 72 40
Z2t/52

Encouraging Entrepreneurial Capitalism:
Strengthening Small Business

I. Introduction: The Challenge

Historians will record the twentieth century as the
American Century. It was in this century that the United
States first became actively engaged around the world.
Throughout this century, we have sought to advance two ideals -
- democracy and free enterprise -- that have served us well for
more than two hundred years.

Today, in country after country, given the choice, people
have chosen these two ideals as the path they want to pursue.
We have just completed the greatest mission of this American
century -- the triumph of democratic capitalism over imperial
communism.

Despite these victories in the marketplace of ideas, many
Americans are anxious about the future. Sluggish economic
growth in the United States, Europe, and Japan has fueled many
of these concerns.

We sense the epic changes at work in the world and in the
economy, the uneasiness felt in the democracies who have served
as our partners.

For America to be safe and strong, we must move
confidently to meet the defining challenge of the 1990s: to
win the economic competition in an integrated global economy,
and provide Americans with prosperity and economic security.
We must be a military superpower, an economic superpower, and
an export superpower.

My Agenda for American Renewal states that we need to look

forward -- to open new markets, prepare our people to work,
strengthen our families, save and invest so that we can win.
Our renewal depends on economic growth -- but growth not for

the few at the expense of the many, not for the present at the
expense of the future.

In our country we have always prized an entrepreneurial
capitalism that grows from the bottom up, not the top down; a
prosperity that begins on Main Street and extends to Wall
Street -- not the other way around.

One of our great strengths is our capacity to innovate, to
adjust, to change, to redeploy our resources to their most
efficient uses. The economic future will belong to those




nations most able to innovate and adapt. Those burdened by
bigness often sacrifice quickness and agility for size.

Entrepreneurial capitalism is the sparkplug for America's
economic engine. Its energy depends on creating a climate that
encourages creativity, rewards innovation, promotes
flexibility, and requires competition. Small businesses are
essential in helping America meet the challenge of an
integrated world economy.

II. The Context: The Role of Small Business in the Economy

Small business has long played armmrimportant role in the
U.S. economy. Small businesses, those businesses with fewer
than 500 employees, today employ more than 50 percent of the
U.S. work force.

They account for 44 percent of all sales and generate 39
percent of the GDP. Thirteen percent of our labor force --
15.6 million workers -- are self-employed.

Small businesses are a crucial element of our nation's
manufacturing sector. In 1991, 98 percent of all manufacturing
firms were small businesses.

Last year, 63 percent of all manufacturing jobs were
located in small businesses -- close to one in every five (18
percent) manufacturing jobs were in firms that employed less
than 50 workers. Between 1985 and 1991, small manufacturers
with less than 100 workers created over 200,000 net new jobs.

III. Recognizing Our Strengths

Small business is one of the strengths of the U.S.
economy. It contributes to our economic well being in four
important respects.

First, our success in creating jobs is in large part
attributable to the vitality of our small businesses. Small
business is the engine that propels the economy.

. Small businesses create two-thirds of our new jobs.

. During the 1980s, small businesses added about 12.5
million additional workers, while employment in
Fortune 500 companies actually declined.

. From 1988 to 1990, small businesses created more than
3 million jobs -- the entire net increase in the
nation's job growth for that period in the private,




non-farm sector.

Second, small businesses are a catalyst for innovation --
the driving force in a dynamic economy. Small firms produce
about 2.4 times as many innovations per employee as large
firms. They have been responsible for over half (55 percent)
of the country's technical and industrial innovations since the
second World War.

Third, small businesses will enable the U.S. to become an
export superpower. Forty percent of all U.S. exporters are
small businesses. Every billion dollars in exports creates
20,000 new jobs.

Fourth, the dynamism of small business has provided an
avenue of advancement for minorities and women. During the
1980s, the number of Black-owned businesses grew by almost 40
percent, and the number of Black-owned manufacturing
establishments more than doubled from 1982 to 1987.

Likewise, the most recent Census bureau statistics show
more than 422,000 Hispanic-owned businesses nationally, an
increase of 81 percent from 1982. The rate of growth of
Hispanic-owned businesses is almost six times the rate for all
businesses. Between 1982 and 1987, the number of businesses
owned by Asian Americans and Pacific Islanders rose 89.3
percent.

Women are starting businesses at twice the rate of men.
Thirty percent of all small businesses in the U.S. are owned by
women. If the trend continues, nearly 48 percent of all small
businesses will be owned by women by the turn of the century.

IV. Helping Small Businesses Get Started

My Agenda for American Renewal encourages the
entrepreneurial spirit of our private businesses. It offers
pursue tax, economic and social policies that give incentives
for entrepreneurship, rather than discouraging it.

This is common sense. When government permits individuals
to keep the rewards of their success, they will keep trying '
until they succeed. But when government exacts a higher price
for entrepreneurship, it undermines the incentive for
individuals to start new businesses and create jobs.

That is why I want to cut the capital gains tax and index
it for inflation. But in the case of small businesses, I
propose to go one step further and cut the tax on capital gains
from small business start-ups to zero. These changes would
permit small business owners to keep the economic rewards they
have earned in return for the risks they have taken, giving




them a greater incentive to undertake those risks.

Some potential entrepreneurs are deterred by the high
initial costs of starting a company. Under our tax laws, they
can only deduct those expenses over many years.

I propose changing the tax laws to allow individuals to
deduct up to $2,500 of those start-up costs in the first year,
when those costs hit small business owners the hardest. ($0.5
billion)

These economic incentives should help. But sometimes
direct financial assistance is required, particularly for those
who may be unable to obtain credit to start a business from
traditional financing institutions.

I recently signed legislation to reform the Small Business
Investment Company (SBIC) program. The legislation creates a
new $250 million program designed to provide equity-type
financing to small businesses with high growth potential.

Under the new program, SBICs will be better able to make equity
investments in small firms wanting to develop and market their
visionary ideas.

In order to fill that need, the Small Business
Administration started a $45 million program earlier this year
to provide unsecured short-term loans in small amounts -- up to
525,000 -- to budding entrepreneurs or small businesses that
would like to expand.

Finally, my Administration is seeking new ways to help
those who might wish to start a small business. The Small
Business Administration and the Department of Housing and Urban
Development, working in partnership, recently agreed to start a
pilot program in Atlanta to assist public housing residents and
other low-income residents in the neighborhood to start their
own businesses.

Under the program, the SBA and HUD provide managerial,
technical and financial assistance to residents who are
interested in starting or expanding a business to provide
services for the housing project or its residents, including
maintenance and custodial services, appliance repairs, security
services, lawn care, child care or transportation services.

V. Helping Small Businesses Get Access to Credit

Small businesses need adequate access to credit.
Entrepreneurs can't do it alone. They need credit to set up
shop and then to expand. They are not looking for a handout,
but a chance to give a good return on investment.




In 1992 we have provided a record $6 billion in loan
‘authority to permit the Small Business Administration to
guarantee small business loans. This is 50 percent above the
1991 level. '

More than $2 billion in loan authority has been provided
this fiscal year to help small businesses recover from the
effects of devastating natural disasters including Hurricanes
Andrew and Iniki and the Los Angeles riots. The Small Business
Administration has initiated steps to streamline the
application process so that businesses are able to get back on
their feet again without delay. :

I know that many small businesses have had a tough time
borrowing. We have been fighting the credit crunch in every
possible way. First, we worked with the Federal Reserve Board
to lower interest rates. Interest rates are now at their
lowest levels in twenty years.

Then we met with nearly every bank regulator in the
country, and told them that banks must be able to lend to good
borrowers. We made thirty separate regulatory changes to
remove federal barriers to sound lending. Government
overregulation should not stand in the way of creating new
businesses and jobs.

Earlier this year, I initiated the New England Lending and
Recovery Project in order to respond to severe credit crunch
problems in that area. Under this project, the Small Business
Administration has been working with the Federal Deposit
Insurance Corporation (FDIC) to review the performing loans in
their portfolio. The goal is to identify loans that could be
restructured or refinanced under the SBA's Section 7(a) loan
program, thus averting a possible foreclosure action on the
loan by the FDIC. This initiative has provided much needed
assistance to save small businesses and the workers they
employ.

We took the message to the banks as well. Last week
Secretary Brady met with bank CEOs from around the country to
discuss credit market conditions and to encourage a strong
" focus on small business lending.

We have directed bank examiners to conduct their valuation
of real estate based on the ability to generate income, not on
its liquidation value.

Then we took the message to Wall 