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Background

The Regulatory Flexibility Act of 1980 (RFA), as
amended by the Small Business Regulatory Enforce-
ment Fairness Act of 1996 (SBREFA), requires federal
regulatory agencies to analyze the anticipated effects
of their proposed regulations on small entities and to
consider equally effective alternatives that do not
unduly burden small businesses. The Office of
Advocacy monitors agency compliance with the law.
In 2002, President Bush signed Executive Order
13272, which strengthens the RFA by directing agen-
ciesto notify Advocacy of draft rules that may have
a significant economic impact on small entities to the
Office of Advocacy for review. E.O. 13272 aso
requires the Office of Advocacy to train regulatory
agencies in how to comply with the law.

Advaocacy has a number of ways of becoming
involved, in addition to training agencies and review-
ing their proposed rules. The office participates in
“SBREFA panels,” which give small businesses an
opportunity to be heard on specific regulations. As
regulatory proposals are developed, Advocacy may
prepare formal comment letters to the agencies, con-
gressional testimony, or where warranted, “friend of
the court” briefs.

Highlights
FY 2004 efforts by the Office of Advocacy to imple-
ment the RFA and E.O. 13272 helped save small

businesses more than $17 billion in first-year regulato-
ry compliance costs and $2.8 billion in ongoing annual

costs (see table). In FY 2004, Advocacy focused on
inadequate analysis of small entity impacts, failure to
consider significant alternatives to regulatory propos-
als, and alack of outreach to small businesses and
other small entities. The Environmental Protection
Agency and the Federal Communications
Commission topped the list of agencies whose regu-
lations received the most Advocacy attention in their
importance to small firms. The report details FY
2004 comment letters and SBREFA panels.

In response to E.O. 13272, the Office of Advocacy
made significant strides in training federal agencies
to comply with the RFA in FY 2004. Thirty of the 66
federal agencies that affect small businesses have
now been trained, and plans are under way to devel-
op an online training module.

Agencies increasingly recognize that Advocacy’s
RFA expertise can help them regulate more effective-
ly. The report notes that early intervention by the
Office of Advocacy has helped agencies understand
the role small businesses play in the economy and
the reasons for ensuring that regulations carry out
their intended purposes without unduly stifling entre-
preneurial activity. Advocacy provides agencies with
economic data and helps federal agencies gain input
from small businesses.

The report also documents a growing movement
among states to adopt statutes similar to the RFA to
govern the state regulatory development process. In FY
2004, 17 states introduced small business regulatory
flexibility legislation; seven signed the billsinto law.
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Summary of Estimated Cost

Regulatory Proposal*

HUD Real Estate Settlement Procedures Act (RESPA)
DOT Computer Reservation System

EPA Water Pollution Regulations for Centralized Waste
Treatment Facilities

EPA Industrial, Commercial, and Institutional Boiler
and Process Heater Air Toxics Rule

EPA Plywood Manufacturing Air Toxics Rule

EPA Water Quality Requirements for Construction and
Development Activities

EPA Aquaculture Effluent Limitations Guidelines
EPA Meat Processing Effluent Limitations Guideline
EPA Nonroad Diesel Engines and Fuels Rule

TOTAL

Savings, FY 2004 (Dollars)

Annual Cost
Savings ($)

First-Year Cost
Savings (9$)

10,300,000,000
438,000,000 438,000,000
75,000,000 75,000,000
3,750,000,000 144,230,769
500,000,000 150,000,000
585,000,000 585,000,000
5,000,000 2,000,000
25,000,000 25,000,000

1,386,300,000 1,386,300,000

17,064,300,000 2,805,530,769

*The full report details each regulatory proposal and Advocacy’s intervention to achieve cost savings in foregone regulatory costs.

Scope and Methodology

The Office of Advocacy generally bases its cost sav-
ings estimates on agency estimates. Cost savings for
agiven rule are captured in the fiscal year in which
the agency agrees to changes in the rule as a result of
Advaocacy’s intervention. Where possible, savings are
limited to those attributable to small businesses.
First-year cost savings consist of either capital or
annual costs that would be incurred in the rule’s first
year of implementation. Recurring annual cost sav-
ings are listed where applicable.

This report was peer-reviewed consistent with
Advocacy’s data quality guidelines. More informa-
tion on this process can be obtained by contacting
the Director of Economic Research at
advocacy@sba.gov or (202) 205-6533.
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The full text of this report and summaries of other
studies performed under contract with the U.S Small
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