June 5, 1996

MESSAGES FROM THE PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by Mr. Thomas, one of his
secretaries.

EXECUTIVE MESSAGES REFERRED

As in executive session the Presiding
Officer laid before the Senate messages
from the President of the TUnited
States submitting one nomination
which were referred to the Committee
on Armed Services.

(The nomination received today is
printed at the end of the Senate pro-
ceedings.)

————

REPORT ON SMALL BUSINESS AND
COMPETITION—MESSAGE  FROM
THE PRESIDENT—PM 152

The PRESIDING OFFICER laid be-
fore the Senate the following message
from the President of the TUnited
States, together with an accompanying
report; which was referred to the Com-
mittee on Small Business:

To the Congress of the United States:

I am pleased to transmit to you my
annual report on the state of small
business, and to report that small busi-
nesses are doing exceptionally well. In
the year covered by this report, a
record 807,000 new firms reported ini-
tial employment. Firms in industries
dominated by small businesses created
almost 60 percent of the nearly 3.3 mil-
lion new jobs. Business failures and
bankruptcies declined at some of the
sharpest rates in a decade.

Small businesses have both contrib-
uted to and benefited from the recent
strength of the economy. The deficit
reduction plan I initiated in 1993 has
cut the budget deficit in half. The
economy has created 8.5 million new
jobs since January 1993—almost all of
them in the private sector. The com-
bined rate of unemployment and infla-
tion is at its lowest level in more than
25 years.

A major success story has been in the
women-owned business sector. Women
are creating new businesses and new
jobs at double the mnational rate.
Today, women own one-third of all
businesses in the United States. Clear-
ly, there is no stopping this fast-grow-
ing segment of the economy.

Last June I met in Washington with
nearly 2,000 small business owners—
participants in the national White
House Conference on Small Business.
They took precious time away from
their businesses to tell us about their
problems and their ideas for resolving
them, turning over a list of 60 rec-
ommendations for Government action.
Their ideas are reflected in many of the
recent initiatives of my Administra-
tion.

IMPROVING ACCESS TO CAPITAL

One of the keys to a healthy small
business sector is access to adequate
start-up and working capital. The
Small Business Lending Enhancement
Act of 1995, which I signed last October,
helped to increase access to capital
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through the Small Business Adminis-
tration’s (SBA) section 7(a) loan guar-
antee program. Last year, the SBA pro-
vided nearly $11 billion in long-term
credit and other financial assistance to
more than 67,000 small businesses,
bringing SBA’s total loan portfolio to
$26 billion. The number of 7(a) guaran-
teed loans has increased dramatically,
up 52 percent from fiscal year 1994 to
fiscal year 1995—and that’s with a
smaller budget and fewer employees at
the SBA. Moreover, during that same
period, the number of 7(a) guaranteed
loans to women-owned businesses grew
by 86 percent; loans to minority-owned
businesses increased by 53 percent; and
loans to businesses owned by U.S. vet-
erans grew by 43 percent.

Other initiatives are under way. My
administration has been working with
banks and banking regulators to re-
move impediments to small business
lending by financial institutions. The
Riegle Community Development and
Regulatory Improvement Act of 1994
amended the banking and securities
laws to promote the growth of a sec-
ondary market for small business
loans. And my administration is look-
ing to reduce small business securities
filing and disclosure burdens. In June
1995, the Securities and Exchange Com-
mission proposed regulations that
would further this small business goal.

EASING THE TAX BURDEN

The Federal Government should re-
ward rather than discourage entre-
preneurs who take risks and create
jobs. To that end, we have worked to
simplify the tax code and make it more
equitable for small firms.

In April 1995, I signed legislation to
increase to 30 percent the share of
health insurance premiums that self-
employed individuals can deduct on
their tax returns beginning this tax
yvear—and we’re working to increase
that amount.

Small firms are less likely than their
larger counterparts to be able to pro-
vide retirement plans. While 75 percent
of workers in businesses with more
than 1,000 employees have pension
plans, only 24 percent of workers in
businesses with fewer than 100 employ-
ees have them. I have proposed a new
pension plan targeted to the needs of
small businesses—the National Em-
ployee Savings Trust (NEST). The
NEST would provide benefits similar to
those of a 401(k) pension plan and
would be simple to create and operate.

My Administration has endorsed
other improvements that make exist-
ing pension plans safer and more bene-
ficial for business owners and employ-
ees alike. For example, we have pro-
posed to eliminate the ‘‘family aggre-
gation” restrictions on pensions for
family members, so that spouses or
children who work in the same or re-
lated businesses can earn their own re-
tirement benefits.

Our 1993 economic plan made 90 per-
cent of small businesses eligible for tax
relief. It established a targeted tax
preference for capital gains, reduced
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the record-keeping requirements for
the meals and entertainment deduc-
tion, and raised the small business ex-
pensing limit for equipment by 75 per-
cent, to $17,600. We have proposed to in-
crease further the value of equipment
that can be directly expensed to $25,000.

My Administration is also taking
steps to ensure that tax regulations are
as simple and understandable as pos-
sible. For example, administrative
guidance has been published to provide
tax relief to S corporations and part-
nerships, simplify depreciation com-
putations, and ease inventory capital-
ization for small businesses.

We are pursuing tax form simplifica-
tion through our Simplified Tax and
Wage Reporting System (STAWRS).
This joint effort among Federal and
State agencies will simplify, unify, and
streamline tax reporting so that tax-
payers will eventually be able to file
their State and Federal tax and wage
returns at one location, electronically.
All these efforts will bring tax report-
ing into the modern age while reducing
the paperwork burden for small busi-
ness.

SHRINKING THE REGULATORY AND PAPERWORK
BURDEN

Regulation and paperwork continue
to be a key concern of America’s small
business owners, and I am proud of the
progress my Administration has made
in addressing this concern. For exam-
ple, the SBA is streamlining all its reg-
ulations and converting them to plain
English. An application form for the
most common SBA loans used to be an
inch thick and take 5 to 6 weeks to ap-
prove. We’ve reduced the form to one
page and cut turn-around time to 3
days.

I've said it before: the era of big Gov-
ernment is over. We have been working
hard to give the American people a
Government that works better and
costs less. We are eliminating 16,000
pages of unnecessary regulations and
streamlining 31,000 more—shifting de-
cision-making out of Washington and
back to States and local communities.
In addition, we are directing Federal
agencies, where possible, to cut by half
the frequency of reports the public is
required to provide to the Government.

More broadly, much of our National
Performance Review effort to reinvent
Government has been pointed specifi-
cally at helping small business. The
U.S. Business Advisor, which provides
Internet access to information from all
Federal agencies, and the U.S. General
Store for Small Business, which offers
business owners one location for deal-
ing with the Federal Government, il-
lustrate our commitment to rein-
venting how Government serves the
small business community.

In March 1995, I announced a new ap-
proach to lessening the regulatory bur-
den on small firms. Under this com-
monsense approach, small businesses
can now avoid paying penalties for vio-
lations if they correct the problem
within an appropriate period of time.
And for those violations that may take
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longer to correct, a small business may
get up to 100 percent of its fine waived
if that same money is used to correct
the violation.

I'm proud to have succeeded in put-
ting more teeth in the Regulatory
Flexibility Act (RFA). Under the 1980
Act, Federal Government agencies
must analyze their proposed regula-
tions for their effects on small firms—
and revise them if they will create an
unfair burden. In the past, however, be-
cause the agencies’ analyses could not
be reviewed in the courts, small busi-
nesses had no meaningful recourse if an
agency made a poor decision. On March
29, I signed into law the Small Business
Regulatory Enforcement Fairness Act
of 1996, which allows for judicial review
of Federal agency RFA analyses. The
Act also emphasizes compliance assist-
ance and requires agencies to provide
small businesses with simple and clear
guidelines to assist them in complying
with the regulations that affect them.

As small business owners have told
us, they care about environmental pro-
tection and occupational safety; after
all, they drink the same water, breathe
the same air, and share the same work-
place hazards as everyone else. My Ad-
ministration has challenged small
businesses and regulatory agencies to
find cheaper, more efficient ways than
government regulation to meet the
high environmental and workplace
standards Americans want.

OPENING MARKETS AND EXPANDING TRADE

Every year the Federal Government
spends $200 billion on goods and serv-
ices, and small businesses receive a
substantial share of that market. I am
committed to expanding further the
opportunities for small businesses to
win Federal contracts. I fought for the
Federal Acquisition Streamlining Act
of 1994 and the Federal Acquisition Re-
form Act of 1996, which have simplified
the procurement process and made it
easier for small firms to do business
with the Federal Government.

The 1994 law also created a new Gov-
ernment-wide electronic commerce
system, FACNET, which will eventu-
ally permit electronic submission of
bids and proposals. I encourage small
businesses to take advantage of these
new procurement procedures to provide
more goods and services to the Govern-
ment.

In addition to the Federal market-
place, foreign markets offer significant
opportunities for small business owners
to compete and win. While the North
American Free Trade Agreement
(NAFTA) and the General Agreement
on Tariffs and Trade (GATT) are open-
ing markets abroad, my Administra-
tion’s National Export Strategy had
made it easier here at home for small
businesses to export. Among other
things, we’ve opened 14 U.S. Export As-
sistance Centers to provide one-stop
access to export information, mar-
keting assistance, and finance.

TECHNOLOGY AND INNOVATION

Technological innovation by small

firms is a major reason for America’s
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leadership in the world economy.
Through the Small Business Innova-

tion Research and Small Business
Technology Transfer programs, the
Federal Government taps into the

brain power of small businesses to
meet its own research needs. In the
process, these programs help spur tech-
nological innovation to foster new
businesses and jobs.

The Small Business Innovation Re-
search (SBIR) program alone has near-
ly doubled awards to small businesses
during my Administration—up from
$508 in 1992 to more than $900 million in
1995. And the quality of SBIR research
proposals has kept pace with the pro-
gram’s expansion.

We’ve also dramatically expanded
the Manufacturing Extension Partner-
ship to help America’s 380,000 smaller
manufacturers become more competi-
tive in world markets. Sixty locally
managed manufacturing extension cen-
ters—up from seven in 1993—are deliv-
ering much-needed services to this im-
portant small business sector.

As this report documents, changes
are coming at lightning speed. Small
business owners recognize that they
will need all the technological skill
and ‘‘connectivity’ they can muster
just to keep up. Through manufac-
turing extension centers, FACNET, the
U.S. Business Advisor, and other infor-
mation networks, we can help make
available the information small busi-
nesses need to start up and succeed.

THE HUMAN FACTOR

If the heart of our entrepreneurial
economy is small business, then the
heart of small business is its people—
small business owners and their em-
ployees. We need to work with small
businesses to strengthen and support
this dynamic human resource.

We’ve seen what business growth can
do for communities, and we hope to en-
courage more business formation in
empowerment =zones and enterprise
communities: legislation before the
Congress would provide more tax in-
centives and waivers of some regu-
latory requirements in these areas.
SBA’s one-stop capital shops specifi-
cally target empowerment zones and
enterprise communities.

As I mentioned earlier, we're taking
steps to modify the tax code in ways
that will make it easier for small busi-
nesses to offer health care and retire-
ment plans to their employees. We also
want to make sure that workers and
their families can keep their health in-
surance even when they change jobs. I
have urged the Congress to enact the
Kassebaum-Kennedy bill, which would
make health insurance coverage more
“portable’ for our Nation’s workers.

We want to make better use of our
work force training dollars by consoli-
dating and streamlining many of our
Federal work force training programs.
Under our proposal, States and local-
ities would have more flexibility to ad-
minister these programs in the way
that will do the most good for our
workers and small business owners.
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I'm pleased that young entrepreneurs
were represented at the White House
Conference on Small Business and that
the conference looked to our economic
future by endorsing more mentorships
and workplace educational opportuni-
ties for young people. These private-
sector-led efforts form an essential
part of the work-based learning pro-
gram I envisioned when I signed into
law the School-to-Work Opportunities
Act of 1994.

It takes a great deal of courage to
start something new, to carve a reality
out of a dream, often with few re-
sources, sometimes in adverse sur-
roundings, and in an economy that de-
mands much of its participants. That is
why we celebrate and listen to Amer-
ica’s small business owners and why we
will continue to look for ways to nur-
ture and support this powerful eco-
nomic engine—the small business sec-
tor.

WILLIAM J. CLINTON.

THE WHITE HOUSE, June 5, 1996.

—————

MESSAGES FROM THE HOUSE

At 3:55 p.m., a message from the
House of Representatives, delivered by
Mr. Hays, one of its reading clerks, an-
nounced that the House has passed the
following bills, in which it requests the
concurrence of the Senate:

H.R. 234. An act to amend title 11 of the
United States Code to make nondischarge-
able a debt for death or injury caused by the
debtor’s operation of watercraft or aircraft
while intoxicated.

H.R. 2650. An act to amend title 18, United
States Code, to eliminate certain sentencing
inequities for drug offenders.

H.R. 2977. An act to reauthorize alternative
means of dispute resolution in the Federal
administrative process, and for other pur-
poses.

H.R. 3235. An act to amend the Ethics in
Government Act of 1978, to extend the au-
thorization of appropriations for the Office
of Government Ethics for 3 years, and for
other purposes.

H.R. 3376. An act to authorize major med-
ical facility projects and major medical fa-
cility leases for the Department of Veterans
Affairs for fiscal year 1997, and for other pur-
poses.

The message also announced that the
House has agreed to the following con-
current resolution, in which it request
the concurrence of the Senate:

H. Con. Res. 181. Concurrent resolution ex-
pressing the sense of Congress that the Sec-
retary of Agriculture should dispose of all re-
maining commodities in the disaster reserve
maintained under the Agricultural Act of
1970 to relieve the distress of livestock pro-
ducers whose ability to maintain livestock is
adversely affected by disaster conditions ex-
isting in certain areas of the United States,
such as prolonged drought or flooding.

The message further announced that
the House has passed the following bill
(S. 1136) to control and prevent com-
mercial counterfeiting, and for other
purposes, with an amendment; the
House insists upon its amendment, and
asks a conference with the Senate on
the disagreeing votes of the two Houses
thereon; and appoints Mr. HYDE, Mr.
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