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(1)

IMPROVING AND STRENGTHENING THE
OFFICE OF ADVOCACY

THURSDAY, MARCH 22, 2001

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to call, at 10:12 a.m. in Room

2360, Rayburn House Office Building, Hon. Donald Manzullo
[chairman of the committee] presiding.

Chairman MANZULLO. Good morning and welcome to this hearing
of the Committee on Small Business. A special welcome to those
who have come some distance to participate and to attend this
hearing.

Since its inception in 1976, the Office of Advocacy has had the
difficult, but important, task of being an effective voice for small
business within the executive branch of the Federal government.
There have been a number of distinguished individuals who, as
Chief Counsel, have directed the Office of Advocacy and who have
left an admirable record of accomplishments, despite the lack of re-
sources and limited authority.

Two of the former Chief Counsel are here with us today—Frank
Swain and Thomas Kerester. We welcome their participation and
the insight that they bring to this hearing.

Over time there have been various constructive suggestions to
strengthen the Office of Advocacy and to make it more effective
and independent. Some of these suggestions are contained in S.295,
‘‘The Independent Office of Advocacy Act of 2001,’’ which was intro-
duced in the Senate by the Chairman and Ranking Member of the
Senate Committee on Small Business on February 27, of this year.

In the House of Representatives, we have drafted a bill for dis-
cussion that makes the Office of Advocacy more independent and
provides that Office with greater resources and more authority to
represent the interests of small businesses.

I want to work with my colleagues on both sides of Capitol Hill
to pass a bill that produces real results for main street America.

Some of the features of the House draft include: Empowering the
Chief Counsel to issue regulations under the Regulatory Flexibility
Act thereby putting teeth in the requirement that Federal agencies
accurately measure the economic consequences of their actions be-
fore regulating small businesses; transferring the Small Business
and Agriculture Regulatory Enforcement Ombudsman to the Office
of Advocacy thereby providing more muscle to protect small busi-
nesses from arbitrary and unconscionable enforcement actions by
Federal agencies; giving the Chief Counsel the right to file com-
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ments in all rulemakings where the Federal agency has requested
comments and to intervene in on the record rulemakings [where no
fine or penalty is involved]; requiring that all Federal agencies pub-
lish the Chief Counsels comments about a proposed regulation,
that they give such comments substantial weight, and that they
make known any disagreements with the comments; concentrating
in the Office of Advocacy and under the leadership of the Chief
Counsel the responsibility for combating contract bundling and pro-
viding an augmented staff, at no additional cost, to do an effective
job.

In short, the House draft concentrates on strengthening the Of-
fice of Advocacy and the Chief Counsel to combat three major prob-
lems facing small businesses—preventing needless and burdensome
regulations, assisting small businesses that have been the victims
of Federal agencies’ unfair compliance and enforcement actions,
and being the focal point for combating contract bundling.

Again thank you all for participating in this hearing. And thank
you in the audience for attending this hearing.

[Chairman Manzullo’s statement may be found in appendix.]
[The following was submitted in place of Ms. Velazquez verbal

statement due to loss of the transcribers tapes.]
Ms. VELAZQUEZ. Thank you, Mr. Chairman.
We all know the incredible job the Office of Advocacy has done

to protect the interests of small business within the federal govern-
ment.

Whether they were saving $3 billion dollars in regulatory reform
for small business or overseeing the SBREFA process at EPA—the
Office of Advocacy has done whatever is necessary to protect this
bedrock of our economy from sometimes over-reaching federal poli-
cies.

However, as Members of this Committee—it is our duty to review
options which can improve the way federal agencies conduct the
people’s business. In this case, we must review these options know-
ing any determinations we make are done so with the best inter-
ests of small businesses squarely in mind.

Today is the first step in what I believe will be a critical under-
taking for this Committee—and for America’s small business com-
munity.

This hearing provides a unique opportunity for this Committee
to take a ‘‘first-mover’’ approach towards strengthening Advocacy—
providing a powerful and independent presence for small busi-
nesses in America.

As we begin our examination of how to make the Office of Advo-
cacy more independent, it is crucial that we keep our ‘‘eye on the
ball’’ during this process. We must do everything to ensure that
small businesses have a voice and that their interests are given full
weight in the deliberations of the federal government.

Unfortunately, moves like simply providing Advocacy its own au-
thorization line item and then calling that ‘‘independence’’ does ab-
solutely nothing for small business.

So, then how do we measure whether or not we have been suc-
cessful in creating a more independent Office of Advocacy? The an-
swer to that question is simple—Have we reinforced the agency’s
ability to oversee the Reg Flex Act?
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But allow me to make one point crystal clear—success is not just
in providing the tools—it is how effective you are in using those
tools.

In fact, as is the case with this agency—it is success can be
traced directly to simplicity itself. Advocacy has been so incredibly
effective because it has stayed true to its core mission of providing
support to small businesses and entrepreneurs.

Indeed, it is this ‘‘simplicity’’ that has been its guiding force and
greatest strength.

However, as this process moves forward today, many of the pro-
posals we will hear would force Advocacy into a much greater
role—which would lead to a decline in its effectiveness as an agen-
cy.

While some of these proposals, including having Advocacy take
a more active role in the issues of federal procurement, are exam-
ined—I would caution Members that these enhancements should
not come at a reduction in its responsibilities under the Reg Flex
Act.

We also need to have a frank discussion of resource allocation for
a new and improved Advocacy.

Unfortunately, with the current budgetary situation, which has
seen SBA’s operating budget slashed by 43%, is it realistic for any
of us here today to assume that this Administration will support
any new ventures—when they have clearly demonstrated an un-
willingness to meet even their current commitments.

My colleagues, these issues of funding and focus are absolutely
crucial that it will take the partnership of this Committee, our
counterparts in the Senate as well as the President and his Admin-
istration. But, this partnership should also include elements that
are simply not in place as of yet—those elements are the SBA Ad-
ministrator and the Chief Advocate.

For us to give this matter proper deliberation, these pieces are
absolutely essential to our case—to be perfectly frank, we have to
do this with their support and input. Without it, we are engaging
in a ‘‘cart before the horse’’ type of action—which will lead us right
back to where we are now.

And believe me, in doing so, we reduce our own effectiveness—
which is not something we can afford to do in the current economic
and political climate.

Mr. Chairman, in closing, I would like to thank you for con-
vening this hearing today on such a critically important issue to
small business owners. I would also like to extend my appreciation
to the panelists for their testimony today. Their commitment to the
protecting small businesses in this country deserves to be acknowl-
edged and commended.

[Ms. Velazquez’s statement may be found in appendix.]
[Missing portion of hearing due to loss of transcribers tape.]

STATEMENT OF FRANK SWAIN, A PARTNER IN THE LAW FIRM
OF BAKER & DANIELS

[The first section of Mr. Swain’s statement is missing due to loss
of transcribers tape.]

Mr. SWAIN. Now it is not always contrary to the position of the
administration, but the norm has been that the Office of Advocacy
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is the—and it is the only presidential appointee that I am aware
of that has this privilege—comes up here and testifies without hav-
ing their statement reviewed for consistency of administration pol-
icy by the Office of Management and Budget. That has been the
situation since 1978, and it’s continued through every chief counsel
as far as I know.

The other area that is strikingly independent is that through the
original Regulatory Flexibility Act and now much more strongly
under SBREFA, the Chief Counsel has the ability to participate
formally in judicial level regulatory proceeding without the permis-
sion of other federal agencies and without the permission of the
Justice Department.

This is unique. I do not think that there is any other office with-
in the executive branch of the government that can appear against
another federal executive agency into court. And this is truly inde-
pendent and truly unique.

The question is whether this is enough or whether the office
ought to be doing more and made more independent from the SBA.

My own view is that you give up something when you make it
more independent. And what you give up is the ability to go in be-
hind the scenes and work with regulators that are your colleagues
in that Administration to try to work better decisions before they
are ever published in the Federal Register.

It is clear that if an Administration official believes that the
Chief Counsel for Advocacy is coming out of the same group and,
to a degree, part of the same team, they are going to be more inter-
ested in working with them than if they are a wholly independent
agency. And I think the $64 question is whether that is too much
to give up if you make the Chief Counsel totally independent and
a separate agency.

I will just address one other issue. It was alluded to by Congress-
woman Velazquez. Even with the original statutory list of functions
of the SBA Office of Advocacy, quite candidly, we had to pick and
choose which we could and which we could not do.

The Congress really had us doing everything for small business,
and we had, at our high point, probably 85 people in the office. And
even with 85 people working full-time, we could not do everything
that the law told us to do.

So we had to do some picking and choosing, and in cases where
it was important to the Congress, we tried to discuss why we were
not doing certain things. But I have a concern that we do not ask
the office to do too much and spread it too thin.

[Mr. Swain’s statement may be found in appendix.]
Chairman MANZULLO. Thank you very much. Our next witness

is Tom Kerester. I think I pronounced it correctly. And the next
five minutes of testimony is yours, Mr. Kerester.

STATEMENT OF THOMAS KERESTER, A REAL ESTATE CON-
SULTANT ON RESIDENTIAL AND COMMERCIAL PROPERTIES
WITH COLDWELL BANKER STEVENS, REALTORS IN NORTH-
ERN VIRGINIA

Mr. KERESTER. Thank you, Mr. Chairman and members of the
Committee.
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I am Tom Kerester. I served as chief counsel for advocacy from
May 1992 to January of 1993, which was a very short period, under
former president Bush. And even though it was short and demand-
ing, it was very rewarding, very fulfilling, and very stimulating.
And what it did was it renewed my faith in small business, in the
entrepreneurial spirit, and in my belief that, as small business
goes, so goes the nation.

I appreciate the Committee’s invitation, and I applaud the Com-
mittee for taking this action. I want to make the record clear that
I am testifying as a former advocate and not on behalf of any other
person, group, company, or association.

Currently, I am a real estate consultant on residential and com-
mercial properties with Caldwell Banker Stevens Realtors in
Northern Virginia. And I say that because, as an independent con-
tractor, I continue to face the small business issues that small busi-
nesses face across the country.

We all know that for the past 20 years plus, advocacy has served
a very, very useful role. And, because of our complex society, I
think advocacy is needed more now. And I am a firm believer that
its role, authority, and stature should be elevated, if that is the
proper term; and it would be under this bill.

As I said in my testimony before this Committee in April 1995,
the greatest challenge facing small business today, as it has been
during all that time, is gaining the public recognition at all levels
of all governments, that small business is the engine that drives
this economy. And this Committee and the Members know better
than anybody else, that they are the engine that drives this econ-
omy. I think that the draft bill by the Committee goes a long way
to achieving those objectives.

When I look at the background paper on the Office of Advocacy
prepared by Jerry Glover, the most recent Advocate, I think they
did a terrific job with the limited amount of professional and dedi-
cated staff.

On seeing Frank Swain, I should give homage to him and to Milt
Stewart for their efforts on behalf of small business over their term
of office as Advocate.

Because of limited time, I want to focus my comments on the bill
under three headings.

One is the power and functions of the chief counsel, the other is
the budget line requirement, and the third is the new office loca-
tion.

I had a good working relationship with Pat Saiki, the Adminis-
trator. When I came on board, she told me two things, ‘‘Be inde-
pendent as you should be, but keep me advised,’’ and we had a
good working relationship.

Under the power and functions of the chief counsel heading, in
my paper I mentioned four categories. One is that the bill clarifies
the intent of Congress, and it lets the small business community
know that this Congress will not tolerate costly and burdensome
regulations and rules imposed by some overzealous bureaucrats.

Second, it ensures compliance with these rules by giving advo-
cacy extended power and also gives them more oversight authority.
And then it says to the chief counsel, ‘‘We are giving you all this,
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but we want you to be held accountable to us and to the adminis-
tration.’’ And it provides rules within which they could do it.

And, as under present law, the chief counsel would be prohibited
from distributing his reports, any of his reports that are laid out
and specified in the bill, to anybody, any other agency, department,
or any person first other than the President and the Congress. It
prohibits him from distributing it to anybody before they distribute
it to the Congress and the President.

With respect to the budget line item requirement, I think it ac-
complishes a number of congressional objectives. First, it showcases
congressional intent to elevate the level and the stature of this new
office. Second, it demonstrates to the small business community
that it is doing these things. And, third, it signals to the new chief
counsel’s office that we the Congress are going to provide you with
the authority, with the power, to accomplish all your objectives.

One other item that I want to touch briefly on is the new office
location. I think it would be desirable, and I think it would be ap-
propriate to do so.

Sharing the same office space with the Administrator may leave
some with the impression that the chief counsel does report to the
Administrator, which has not been the case and would not be the
case under the bill. So I think it would simplify any misunder-
standing and make it clear that that is not the case in this situa-
tion.

I lay out in my speech a number of issues that the Committee
should take into account in deciding where it should locate, but I
will not bore the Committee with those details right now because
they are in my paper.

Mr. Chairman, those are about the only oral comments I have.
They are very quick. I have been away from the chief counsel in
office for a long time, and it is hard to recall some of the issues,
okay. But I do appreciate your bringing some of us old gray hairs
back to the table.

In conclusion, let me just say that I think the draft bill would
make it better for Advocacy to accomplish its objectives as outlined
by the Congress.

And I want to thank you again for inviting me. I also want to
note that I am grateful to former President Bush for the oppor-
tunity to serve as the third chief counsel.

[Mr. Kerester’s statement may be found in appendix.]
Chairman MANZULLO. Gray hairs are a sign of wisdom.
Thank you very much for your testimony, Mr. Kerester. Our next

witness is Keith Cole. He is a partner in the law firm of Swidler
Berlin Shereff Friedman. Mr. Cole?

STATEMENT OF KEITH COLE, A PARTNER IN THE LAW FIRM
OF SWIDLER BERLIN SHEREFF FRIEDMAN, LLP

Mr. COLE. Thank you, Mr. Chairman and members of the Com-
mittee.

To begin with, I would like to state for the record that I am not
testifying today on behalf of my law firm or any particular client,
but solely on my own behalf.

Next week, on March 29th, it will be the fifth anniversary of the
enactment of SBREFA, legislation that—I was lucky enough to par-
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ticipate in its drafting. Over the last five years, I have been in-
volved in several rule-makings in which the Office of Advocacy ac-
tively participated. These include both high profile rule-makings
like EPA’s rule to revise the ozone and particulate matter NAACS
standards, as well as less controversial rule-makings.

My overall impression is that the Office of Advocacy continues to
do a good job raising with the various federal agencies the defi-
ciencies of the Reg Flex analyses prepared by those agencies.

I have observed as the Advocate has pursued some of these
issues to the highest level of the executive branch in an effort to
make the voice of small business heard. However, I have also ob-
served that the Office of Advocacy must, in some cases, pick and
choose its battles.

When the SBA or other federal agencies propose regulations that
run counter to the interests of small business or shirk their duties
under the Reg Flex Act, the Advocate faces conflicting pressures.

While SBREFA has increased the tools available to the Advocate,
it has not reduced the pressures facing that office. In fact, the
strengthened tools provided by SBREFA may actually increase the
pressures on the Advocate.

Especially in high profile situations, the Advocate continues to
risk a long-term loss of influence within the administration team
if he or she pushes the small business agenda beyond a certain
point.

The chief lesson that I take away from this is that, given the po-
sition of the Office of Advocacy, there will always be tensions be-
tween the interests of small businesses affected by pending rule-
making, and the long-term interests of the small business commu-
nity in having an effective advocate in the executive rule-making.

There is no simple answer to this dilemma. The question is, can
we strengthen the position of the Office of Advocacy in dealing with
these pressures?

Let me turn to my comments on the discussion draft. To begin
with, Mr. Chairman, let me compliment you and your staff on the
work that is gone into the discussion draft. I believe that with
some minor modifications the enactment of this legislation could
provide significant benefits to the small business community.

First, the discussion draft would provide greater statutory inde-
pendence for the Office of Advocacy. With the independence of the
office more firmly established in statute, the Advocate will, I be-
lieve, have a strengthened hand to develop and advance the cause
of small business in federal agency rulemakings. I might go even
further to make the advocacy removable in his position only for
cause.

Second, the draft establishes important new functions for the Of-
fice of Advocacy. I believe that the authority to issue regulations
governing compliance with the Reg Flex Act is particularly impor-
tant. No one in the federal government knows more about what is
needed as part of a well done Reg Flex analysis than the staff of
the Office of Advocacy.

Agencies throughout the executive branch would benefit greatly
from the experience of the staff in the form of government-wide
guidance on compliance with Reg Flex. This is a good government
reform that is long overdue.
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Third, I believe that the transfer of duties of the Regulatory En-
forcement Ombudsman to the Office of Advocacy is appropriate.

The Ombudsman was established with great hopes by SBREFA
in 1996. However I have been somewhat disappointed by the effec-
tiveness, or lack thereof, of the Ombudsman. I view this as a trou-
bled program in need of reform, and I believe the changes made by
the draft would bring new life and energy to the position of Om-
budsman as well as the Regulatory Enforcement Fairness Boards.

Fourth, I believe the abolition of the regional advocates and the
transfer of these positions to the Office of Advocacy is appropriate
and will provide a needed boost in revenues available to the Advo-
cate. This, again, is a good government reform that is long overdue.

Lastly, I believe that expanded rights of the Office to participate
in agency adjudications will allow the small business community’s
voice to be heard in areas where it has not been heard before.

Now let me turn to a couple of issues where I think we could see
some improvements. First, as Congresswoman Velazquez men-
tioned, there is benefit to simplicity. And, by focusing the statutory
mission of the Office of Advocacy, I believe you will give the Advo-
cate a stronger mandate in dealing with other federal agencies and
give small businesses a better chance to have their voices heard.

The draft currently lists some 14 functions, plus 5 additional
functions of the Office of Advocacy, and many of these functions
have multiple sub parts.

I am concerned that this diffuse mission will hamper the effec-
tiveness of the office, and I strongly urge you to rewrite this por-
tion of the bill to more narrowly focus the mission of the advocate.

I believe the primary mission of the Office should be to enhance
the environment for small business success by ensuring federal
agency compliance with the Reg Flex Act.

In support of this mission, there are a number of activities that
the office should be directed to take. First, to examine the role of
small business in the U.S. economy. Second, to measure the effects
of regulation on small business, including tax regulations. Third, to
commenting on proposed agency regulations and agencies’ review of
their regulations. Finally, to develop proposals for changes in agen-
cy policies to enhance small business success. That list of four mis-
sions is a much more focused mission statement than what is cur-
rently in the draft.

Second, I believe additional personnel are needed at the new Of-
fice of Advocacy. I do not know if I would define the structure of
the positions within the Advocate’s office in as detailed a fashion
as the draft does.

Third, and without defining the internal structure of the Office,
I would ensure that the economic research functions of the Office
are conducted to serve the overall mission, particularly in support
of ensuring agency compliance with Reg Flex.

Finally, with regard to the role of the Office in setting small
business size standards for agencies that choose not to use the
standards in their rule-makings, I would suggest that you ensure
judicial review of these decisions take place within any litigation
over the underlying rule-making.

With that, I thank you for the opportunity to testify and look for-
ward to your questions.
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[Mr. Cole’s statement may be found in appendix.]
Chairman MANZULLO. Thank you very much. Our next witness

is Mr. John Satagaj, president of the Small Business Legislative
Counsel.

STATEMENT OF JOHN SATAGAJ, PRESIDENT, SMALL
BUSINESS LEGISLATIVE COUNSEL

Mr. SATAGAJ. Good morning, everybody. When you have children,
and they are growing up, you often wonder what they are going to
look like when they become adults. Well, you are looking at the
child of the Office of Advocacy grown up.

My career started for better or worse—I do not know what it
comes out, started in the Office of Advocacy in 1978. So I have
lived with the office. I have grown up with the office and now con-
tinue to serve the small business community. I got the bug when
I went to the Office of Advocacy, and I have lived that ever since.

So I think I have a unique perspective on the office that is a lit-
tle different than the two chief counsels and, of course, the other
folks who work in the small business community.

It comes down to this. Being an advocate for small business is
an art. And like all art, you cannot create art purely by painting
by the numbers. It is something that is part of the person as well
as it is the position.

So, as we go forward, the most important thing we are going to
do is probably select a chief counsel because it is the person more
than the position that truly makes the office.

But like any great artist, we have to give them the tools to be
a great artist. You have got to have the paint, you have got to have
the supplies in order to be an artist. And that is what this legisla-
tion is all about, is giving the tools to the chief counsel to perform
the art of advocacy.

And already you are hearing things amongst my colleagues here,
and I am sure Giovanni, as well, will hit the same theme, that the
draft headed in the right direction of giving us that, giving the
chief counsel the ability to perform the art because, ironically, the
one thing we are doing here is we are saying to the chief counsel,
‘‘We are putting you between the rock and a hard
place. That is your job. You have to go out there, and you have to
advocate for small business, but you have to do it in a way that
you have to make progress within an administration.’’

Jere, Tom and Frank and Milt Stewart before them worked as
artists. They could do that. And that is what we need to do, is give
the chief counsel the ability to perform the art.

I think they are all issued, and I think if you check Frank’s pock-
et, you will see some smoke to go along with the mirror he’s carried
all the time because that is part of the job.

The second point I want to hit is economic research. It is one of
the most important things the Office of Advocacy does.

As the chairman knows, last year we had a good little tussle with
the IRS about cash accounting when they came in here. And some
of you will remember the hearing when they were throwing out all
kinds of numbers about how many businesses are already okay
under the cash accounting method.
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I was able to take some data from the State of Small Business
report and some SOI, statistics of income, data and counteract
that. And the chairman and I, we exchanged a bunch of letters
back and forth with the Treasury.

If it was not for some of the data that we got out of the Office
of Advocacy, we would not have made the progress we made there.
We still have a way to go. We have legislation to correct the cash
accounting problem, I might note. But it is that data that helps us.

Frequently, for example, I am asked about financing a small
business. What is small business doing with their money? Where
do they use it?

I am still using, thanks to Frank Swain over there, a 1984 copy
of the State of Small Business that had the last good report that
broke it down on the data on financing in a way, in terms of re-
tained earnings and how you use depreciation. And it was Frank’s
great work at that time that helped that.

I do not know when the most recent one of these was published.
I happen to have the 1995 addition, the Catalog of Small Business
Research. I go through this thing all the time, looking for data that
I can use because we all can tell horror stories. But providing the
factual data is incredibly important. And giving the Office of Advo-
cacy the tool for basic small business research as well as public pol-
icy research is very important.

And, finally, my third point is about the regulatory function. I
support bringing the ombudsman in, consolidating.

It is important that we speak with a strong voice, those of us
who represent small business, whether it is us in the private sec-
tor, you on the Hill here, or in the agencies.

Keith knows. I kept calling him up while he was drafting the leg-
islation on SBREFA and said, ‘‘We have got to clone Karen Brown,
the EPA advocate.’’

I think it was certainly our hope that SBREFA would do some
of that, that we would get the strong advocates in the agency if we
created a structure. We probably should have invested more in
cloning than we did in that because we probably would be further
along.

And Keith has addressed some issues. I think we need to tighten
that whole area up, and so I support it.

Finally, I wanted to return where I began my remarks, as much
as we do in terms of the legislation, it is the new chief counsel who
is most important to us. And I am sure the administration is work-
ing hard on bringing us a permanent chief counsel.

In the interim, we need a strong chief counsel who understands
small business, has a lot of experience, who can keep this running
until we get to that point—I am confident that is going to happen—
and then get us a permanent chief counsel who has a depth of
knowledge, good technical skills, good legal skills, good communica-
tions skills, and, most importantly, a passion for small business.

That is why I was so thrilled that the chairman is here because
when we had the hearing last year on cash accounting, I said,
‘‘There is a guy I really want to work with because he brings some
passion to the table.’’

And thank you very much.
[Mr. Satagaj’s statement may be found in appendix.]
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Chairman MANZULLO. Thank you very much. Our next witness
is Giovanni Coratolo. Mr. Coratolo is at the Small Business Center
of the United States Chamber of Commerce.

STATEMENT OF GIOVANNI CORATOLO, SMALL BUSINESS
CENTER, U.S. CHAMBER OF COMMERCE

Mr. CORATOLO. Thank you, Chairman Manzullo, ranking member
Velazquez, other members of the Small Business Committee.

I am Giovanni Coratolo, director of Small Business Policy for the
U.S. Chamber of Commerce. The Chamber commends this Com-
mittee for its dedication and interest in having this hearing to ex-
plore ways to improve the Office of Advocacy.

Like the others here today, I truly believe the passion of small
business is important. With the right person and with a well-de-
fined mission and armed with the tools to work effectively on be-
half of small business within the administration, the chief counsel
can have a profound impact on the regulatory process.

In many cases, the ability to interact with an agency at the ear-
liest stages of rule-making and nip a problem in the bud before the
agency becomes staunchly committed to a concept that would have
dramatically negative consequences for small businesses. Under-
standing unintended consequences of the regulation before it goes
into effect will help protect small businesses before flawed rules are
published.

Recently, we have seen the Clinton administration finalize
29,000 pages of regulations. We are seeing the current administra-
tion struggling to understand them and attempt to either affirm or
to find a way to reverse and mitigate them. A truly independent
chief counsel for advocacy would prove invaluable in this process.
Unfortunately, we are sitting here today without a chief counsel
when we need him or her the most.

Now let me turn to the draft proposal and some of the fixes that
it purports to advise.

First, like others, we feel that the continuity of leadership for the
office is important. Having the chief counsel continue serving until
the successor is in place reduces the likelihood of gaps in the lead-
ership of the office. This can have profound impacts on the morale
within the office and the momentum.

Second, specifying a line item for funding is also important. Cer-
tainly, in order to have a chief counsel that can provide a strong,
independent voice for small business, separate line item funding is
a must.

Funding for the office must be directly related to the checks and
balances of the budget process and not subject to the political pres-
sures of agency initiatives and pet projects.

Thirdly, it needs the tools to make the difference in the regu-
latory process. With the passage of the original Regulatory Flexi-
bility Act of 1980 and its broadening under SBREFA, small busi-
nesses were given expanded rights in dealing with federal agencies,
both in the rule-making process and the regulatory enforcement en-
vironment.

In a recent appeals decision, we have seen this authority erode
under the National Ambient Air Quality Standards issued by EPA.
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Advocacy’s views expressed in an amicus curiae brief were not
given deference. This draft legislation proposes to cure that.

Fourth, providing the chief counsel with adequate funds to com-
mission economic research projects—and you have heard John
mention this. This is very important to small business. We feel that
much is gained by the research that advocacy performs on behalf
of small business.

When Congress and policy makers better understand the role
that small enterprises play in our economy and the impact that
their decisions have on the vitality of smaller employers, they be-
come more sensitive to the concerns of the small business commu-
nity.

Although this is not contained in the draft legislation, we would
encourage the continuation of the line item for economic research.
This way there can be no doubt as to the amount Congress will al-
locate toward the important function of the chief counsel’s office.

And fifth, consolidating the Regulatory Fairness, the RegFair
program, under the chief counsel’s direction. This has been men-
tioned before by some of my colleagues. We too feel this could be
very important, certainly in this era of budget constraints. Having
these two functions—which they are simultaneous in their missions
at times—consolidated under chief counsel could be very, very im-
portant.

So, again, to just reemphasize, I think the mission has to be
tightened, and, certainly, under the right person, with the passion
of small business, I think we can have very effective leadership.

Thank you.
[Mr. Coratolo’s statement may be found in appendix.]
Chairman MANZULLO. Thank you very much. We are going to go

into recess until we come back from the floor, if you do not mind.
Hopefully, it will not be too long, but the first vote is a motion to
adjourn. That does not sound too promising.

[Recess.]
Chairman MANZULLO. We could reconvene. Congressman Velaz-

quez?
Ms. VELAZQUEZ. Thank you, Mr. Chairman.
Mr. Chairman, several of my questions that I wanted to ask

today were for Ms. Ryan. And then last night around 9:00 or 1:00
we found out that that changed and that Susan Walthall would be
the person testifying. And I agree with you, that given the lateness,
it would be unfair to the members who have not time to review her
testimony to have her testify today.

But I hope that before we move to markup the bill, we could
have someone from the Advocacy office to be here to share with us
the administration’s view on this legislation so that we could have
their input.

And I would also like to see someone from the Office of Advocacy
to be here because, under your bill, we are going to move that office
into the Advocacy office—the ombudsman, yeah.

So I would hope that we could have another hearing where we
could have the administration input and then the ombudsman’s of-
fice to have their input.
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And I would like to ask for Mr. Frank Swain and Thomas
Kerester, your indulgence in answering questions that I was plan-
ning to make to the Office of Advocacy.

So my first question is to Mr. Cole. Last year you came before
this Committee, and you testified that the best direction will be to
create a commission. Is that your position today?

Mr. COLE. My position is that we need legislation to increase the
independence and firmly establish the independence of the advo-
cate.

I think there are a variety of ways to go about achieving that.
We could do it through a commission. We could do it through form-
ing an independent office.

I think there are trade-offs with each of these, and one of the
benefits of the commission is it is a model that is more firmly es-
tablished. We have commissions for federal trade, federal elections,
consumer product safety. This is a model that is well understood.

So I still think that a commission might be the ideal solution, but
I am not someone who lets the perfect be the enemy of the good.
If this bill is the way the Committee chooses to move forward this
year, I think it makes a contribution to small business by ground-
ing the independence of the office in the statute.

Ms. VELAZQUEZ. So your position, in terms of the creation of the
commission change, I guess, in light of the new legislation that we
have before us?

Mr. COLE. No, it does not change. I believe that it is still the best
solution.

Ms. VELAZQUEZ. Mm-hmm.
Mr. COLE. But I believe that this independent office is an im-

provement over the current situation. So I would support the enact-
ment of this legislation and with the changes we have talked about,
specifically, the kind of narrowing and focusing of the mission.

Ms. VELAZQUEZ. Okay. Thank you. Mr. Swain and Mr. Kerester,
how important a role do you see the administrator and the chief
counsel playing in the move to make Advocacy more independent?

Mr. SWAIN. Ms. Velazquez, I served with four different adminis-
trators, actually, five if you count the first administrator in the
Bush administration. All of those people were supportive, gave me
the budget support that I needed when I needed it.

But I think that the administrator’s key role right now, the way
the current system works, is basically to pass on the administrative
requirement to the office. The administrator can either give or take
away research money. They can either give or take away slots for
personnel. And that is quite an influential role or could be quite
an influential role.

It was not my experience that the administrator took any role at
all in trying to adjust or moderate any of the positions that I took
on the policy issues. Somebody mentioned before we had an infor-
mal understanding that I would keep the administrators informed
of what I was doing, but they never said, ‘‘Do not do this.’’

You know, the OMB director called me up. And, in fact, the di-
rector did call Jim Sanders up several times and yell at me
through him. But, you know, Mr. Sanders said, ‘‘That is the job of
the advocate.’’
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But I’ll tell you, when you have the nominee for administrator
up here, you will say to that person, ‘‘What do you want to be?’’
And, undoubtedly, that person will say, ‘‘I want to be the chief ad-
vocate for small business.’’ And I do not think that any of them
ever mean they want to be a chief counsel for Advocacy.

Ms. VELAZQUEZ. Mm-hmm.
Mr. SWAIN. But they want to be the point person for small busi-

ness. So there is a lot of confusion built into the system, as Keith
said.

The part of the bill that is really important—one part of the bill
that ’s really important is to get the budget out, separate, and I
think that will make a huge difference. Otherwise, I think the ad-
ministrator always has at least the potential of holding authority
over the advocate’s office.

Ms. VELAZQUEZ. Mr. Swain, do you believe we should wait to get
their input before we finalize the proposal?

Mr. SWAIN. Unless you have to wait too long, and, hopefully, that
will not be the case, I think it would be useful to get the input of
the new Chief Counsel and the Administration.

I happen to know the person that has just been designated as the
acting Chief Counsel, and she is a very capable individual. I would
hope though that the Administration will soon nominate a Chief
Counsel, that person will be confirmed, and you will be able to
work directly with that person on legislation.

Ms. VELAZQUEZ. Mr. Thomas Kerester.
Mr. KERESTER. Although I was in office a short time, as I men-

tioned earlier, I did have a good working relationship with Pat
Saiki, the administrator. And I can just relate a story to you about
my independence, as she suggested I be.

At my public debut at the White House on May 2nd, the Presi-
dent announced a number of new IRS regulations with respect to
depositing funds, taxes, by small business. I went back to the of-
fice, and I brought my staff together. We talked with a lot of small
business people in the area and around the country, and we found
these proposed regulations would be very, very disadvantageous to
small business. So we wrote a very diplomatic letter to the Treas-
ury, criticizing those regulations, which happened to make Wall
Street Journal.

The administrator was advised of what we were doing, but we
did not clear the letter with the administrator, nor with OMB.

Shortly after the letter arrived at the IRS, I had a call from a
high level Treasury official saying, ‘‘How could you do this to the
President for whom you work.’’ I reminded them that I no longer
worked for the President. I work for small business, and that is
where we were.

Ms. VELAZQUEZ. Thank you. Mr. Cole, you your testimony, you
are opposed to——

Chairman MANZULLO. We are beyond the five minutes.
Ms. VELAZQUEZ. Can I ask one more question?
Chairman MANZULLO. Sure.
Ms. VELAZQUEZ. Thank you. You indicate that you are opposed

to the proposal of adding federal procurement duties to the Office
of Advocacy. Can you please explain to me why do you not believe

VerDate 11-MAY-2000 10:20 Jun 06, 2001 Jkt 010199 PO 00000 Frm 00018 Fmt 6633 Sfmt 6602 E:\HEARINGS\71864 pfrm09 PsN: 71864



15

that advocacy could be a useful tool in helping small businesses in
the federal procurement process?

Mr. COLE. You began the hearing by talking about the need for
focus in the mission of the office, and I am concerned that the cur-
rent draft contains a listing of functions of the office that is so ex-
tensive as to dilute the direction. Frank Swain began his testimony
talking about how, even in his day there were so many conflicting
desires of people having for the office, that he had to pick and
chose.

I know very well that there are problems in procurement that
small business has faced. Perhaps it is my history with working on
SBREFA that my focus has really been on how do we strengthen
agency compliance with the Regulatory Flexibility Act.

I believe it would be most valuable to small business if we could
get the Advocate to have a more focused mission. I have made
some suggestions as to how to focus that, and my belief is that the
mission should be focused on assessing the impact of regulations on
small business.

Procurement is an important issue, but it would not be my top
issue. I understand other folks may disagree, but in an effort to
focus the Independent Office of Advocacy on a few core missions,
I think it ought to be limited to agency compliance with Reg Flex.

Ms. VELAZQUEZ. Thank you.
Chairman MANZULLO. Thank you very much. I have got one

question here. The Office of Advocacy statute says there is estab-
lished within the Small Business Administration and Office of Ad-
vocacy. The management of the office shall be vested in the chief
counsel for advocacy who shall be appointed from civilian life by
the President with the advice and consent of the Senate.

Anybody want to try to answer me this question? Define what
‘‘appointed from civilian life’’ means? Does that mean somebody
who has never served in government service, or somebody who
served, left day one, then got appointed one day later? Does any-
body know or want to try to define that?

Mr. SWAIN. I guess it is somebody that is not in the military.
Chairman MANZULLO. I do not think that is what that means.
Mr. SWAIN. I do not know. It may be a term of art. John.
Mr. SATAGAJ. We looked at this fact. As I alluded in my testi-

mony, I did a few executive order drafts early on when I was at
the office to try to fix it.

I think the thinking a the time—and I am putting words in
somebody else’s mouth—was more the interest in getting the expe-
rience of someone who had private sector experience.

Chairman MANZULLO. That is all I was saying.
Mr. SATAGAJ. Think it is, you know, the military. But someone

from government, really, with no experience in the private sector.
So I—that was the intent, but I have never seen any true defini-

tion of it. We have been all operating on that assumption, is that
we would like to see somebody with private sector experience.

Chairman MANZULLO. Thank you. We would change the statute,
in our House draft, to the private sector. I am concerned about it
because I think we will need the Senate to agree with that position.
We want the Chief Counsel to be a tiger for the small business peo-
ple, someone who dislikes government perhaps and is distrustful of
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government. I am serious. Small business people do not like gov-
ernment. And the person who occupies that position has to have a
small business mentality. Otherwise, I am not interested in he or
she filling that position.

As Ms. Velazquez said we want a tiger in that office, somebody
that is going to take the government to task.

Ms. VELAZQUEZ. But I like the government.
Chairman MANZULLO. We love America. But in terms of precisely

the situation Mr. Kerester brought up, someone passes a regulation
dramatically impacting small businesses in a Republican adminis-
tration without taking the time even to talk to the small business
people about it. Do you want to comment on what you said?

Mr. KERESTER. Mr. Chairman, I am happy to say that small
businesses are not that type. IRS did change their rules. And I un-
derstand there is still a problem with IRS rules and regulations.
I interpreted that to mean the private sector also.

Chairman MANZULLO. The private sector.
Mr. KERESTER. Without any basis, that was just my conclusion.
Chairman MANZULLO. Oh, okay. And that is the reason for it.

Okay. Mr. Pascrell?
Mr. PASCRELL. A couple of areas, Mr. Chairman. First of all, I

understand that when we do have a chief counsel, that we can
bring the chief counsel back here and ask him about legislation
that——

Chairman MANZULLO. Ms. Velazquez and I do not truly intend
to move this bill until we have all of our homework done and all
of the input from the administration.

Mr. PASCRELL. Thank you.
Ms. VELAZQUEZ. I promise you that.
Mr. PASCRELL. A couple of points. Mr. Coratolo, I am always in-

terested in the Chamber of Commerce and its advocacy for small
business and big business, whatever the case may be. And for the
amount of legitimate criticism at times, harping at other times—
my perception—about regulation, the House proposal gives the new
office authority to exercise the right to intervene chief counsel in
any adjudication or on on-the-record rule-making procedures.

Now how do you interpret the word ‘‘intervene?’’ How do you see
that?

Mr. CORATOLO. Well, firstly——
Mr. PASCRELL. Excuse me. This is before any federal agency, not

just in front of us. This could be in front of any agency. How do
you see that?

Mr. CORATOLO. Well, firstly, under SBREFA, they have the au-
thority with the SBREFA panels, and that certainly only applies to
OSHA and EPA.

But intervening, I would think, would be applied to making sure
that the Reg Flex analysis is done and done properly. And I think
that is very important for small business.

Mr. PASCRELL. Do you think that has been done there? Under
the present situation, under the present system, do you think that
the chief counsel is carrying out this mandate?

Mr. CORATOLO. I think he attempts to carry it out. I think there
is a lot of federal agencies that ignore their responsibilities and du-
ties under the Reg Flex law that was strengthened under SBREFA.

VerDate 11-MAY-2000 10:20 Jun 06, 2001 Jkt 010199 PO 00000 Frm 00020 Fmt 6633 Sfmt 6602 E:\HEARINGS\71864 pfrm09 PsN: 71864



17

Mr. PASCRELL. So you support a greater advocacy on behalf of
small business, if we took a look at these rules before they became
permanent on the record, that we could avoid a lot of the bureauc-
racy that exists and hurts business?

Mr. CORATOLO. Absolutely. I think there is a pride of authorship
that occurs in rule-making. Once the rule is published and comes
before the general public, I think there is a staunch uncompro-
mising position taken by many of the agencies. Whereas, advocacy’s
best efforts have been working behind the scenes with the federal
government and with federal agencies. And, hopefully, they have
provided situations where flawed rules have not been pushed for-
ward.

Mr. PASCRELL. Now my antennae go up whenever I hear of, you
know 29,000 pages of regulations. That sounds very impressive.
And I am not trying to be a wise guy here, but there are many reg-
ulations that need to be on the books, and many regulations need
to be off the books. And that is what we are here for, trying, you
know, to make some judgments.

But when you bundle—talk about bundling—all these regula-
tions together and say this is, you know, the government at it’s
worst, and that is why we need to get the government off our back,
it sends the wrong impression to the American people.

There are some areas that we deregulated because of your con-
currence and other’s concurrence. And now my folks in my district
and many districts around America, ‘‘What the heck did you char-
acters do up there in Washington?’’ Whether you are talking about
telephones or whether you are talking about energy, a lot of things
people are questioning.

We are saying, ‘‘Well, do not we want less government? Is not
this the age of less government?’’ So we have got to deal with the—
you know, the very, very specifics about what is and what is not
and what should be.

And the second area I wanted to ask you about is, in what ways
could an independent Office of Advocacy—if you can give me some
specifics, I would appreciate it—have addressed certain issues in
the past?

I mean, could you give an example of, if we had an advocacy of-
fice, a general counsel as you would like to describe it, define it,
we could have presented something from happening? Could you
give me an example?

Mr. CORATOLO. In other words, if we had an independent office
that had specific line items?

Mr. PASCRELL. Correct, as you desire it.
Mr. CORATOLO. It would be hard to comment without giving due

deference to the existing office and existing people.
I think the office having the flexibility of not being a tool of ei-

ther administration, whether it is Republican or Democrat—and I
think there are problems on both sides. I think Small Business has
to have a voice that reflects the passion of small business and is
not controlled by an aggressive administration, whether it is Demo-
crat or Republican because there are abuses on both sides. And I
apologize for not getting into specifics, but there could be abuses
on both sides.
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Mr. PASCRELL. The President, in the future, may not look to ABA
for recommendations on judges, etcetera. Do you think we should
establish it based—following up on what the chairman mentioned,
that maybe should ask for a commission to recommend to the
President some names as to who would fulfill general counsel’s po-
sition? Might not that be a good idea?

Mr. CORATOLO. I am not enamored by the commission. I think
the Office of Advocacy should work within the administration,
within the executive branch. I think there is a great deal to be had,
especially when you talk about the separation of powers issue.
When you take it outside of the executive branch, you do not have
the ability for the chief counsel to be plugged into the early rule-
making authority.

Mr. PASCRELL. You are not suggesting that it does not belong
outside of the President’s office?

Mr. CORATOLO. It belongs inside.
Mr. PASCRELL. It belongs inside.
Mr. CORATOLO. But it should be an independent voice.
Mr. PASCRELL. It should be an independent voice. Now how do

we get an independent voice? How would you suggest we do that?
You know, what should our recommendations be of getting this
independent voice?

Mr. CORATOLO. Well, it should have a very tightly controlled mis-
sion. We should have, definitely, a line item for funding. There is
no line item for funding right now. There is a line item for eco-
nomic research, which is good. We would like to retain that line
item for economic research. We would like to consolidate some of
the programs. Certainly, I think all of these go to making it more
independent.

Mr. PASCRELL. Well, would it be a bad idea if the business com-
munity recommended three names to the President, four names,
five names, president select, not unlike the ABA?

Mr. CORATOLO. Certainly the recommendations, I think, are
going to be there.

Mr. PASCRELL. And one last area, Mr. Chairman. I have to take
exception with doing away, physically doing away with the regional
offices, the regional advocates.

If anything, in the past four years, this committee has tried to
get the government as close to the folks as possible. So either folks
can get their hands around somebody’s neck, or they can talk to
somebody. And I am serious about that.

You know, to remove, physically remove the regional advocates,
to me, does not in any way facilitate what we are attempting to do,
hopefully, on both sides of this aisle. I do not know how you feel
about that.

Mr. CORATOLO. We did not comment on that aspect of the legisla-
tion, and, to this point, we do not have a comment as far as doing
away with regional advocates.

Mr. PASCRELL. Okay. Thank you very much.
Mr. CORATOLO. Thank you.
Chairman MANZULLO. Ms. Velazquez.
Ms. VELAZQUEZ. I thought that you did not let bureaucrats in

Washington, so I do not understand. It is like, ironic to bring your
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regional offices into Washington. We need to bring government
close to the people. So you are right, Mr. Pascrell.

I would like to ask both gentlemen, Mr. Swain and Kerester, the
following question.

The proposal we have under consideration today has many of the
same positions as the legislation introduced by Mr. Connor last
year. It physically removes the advocacy out of SBA, give autonomy
to compliance regulations and consolidates the regulatory ombuds-
man into SBA.

In addition to that, it gives advocacy new authority over site
standards and moves much of the contracting monetary authority
from SBA into the Office of Advocacy.

The estimated cost last year, that we discussed last year, was
$20 million. Because this includes most of Mr. Connor’s bill and
then some, it will probably cost, at minimum, $20 million.

My question to you and to the rest of the panel, how likely, given
the fiscal climate that has seen SBA’s own budget slashed by 43
percent, would the administration be willing to put up the in-
creased funding for advocacy?

Mr. SWAIN. Well, of course, Congresswoman, I do not know the
answer, so you are asking me to speculate, so I will.

Ms. VELAZQUEZ. Sure. Mr. Swain, if the office is out there as a
totally independent agency, so it has to seek its own budget, it is
going to be, candidly, a lot easier to have it suffer in the adminis-
tration’s request, this administration or any administration, and
the Appropriations Committee.

I think it is going to be very easy to say, ‘‘Okay. The authorizing
Committees think this ought to be a $22 or a $24 million agency.
We are going to give it $12 million. Do the best you can.’’ And then
the $12 million gets cut back to $8 million and so on and so forth.

I think that that is more difficult to do, frankly, if it is within
the umbrella of the SBA. That is just my speculation. I do not be-
lieve that this administration is going to be any harder on the
SBA’s salary and expense budget than any other administration. It
just reflects the times that we are in and the budget rules that we
have today. But that will be a continuing issue in any administra-
tion.

Ms. VELAZQUEZ. Mr. Kerester.
Mr. KERESTER. I am not familiar with the particular bill you are

referring to, but I concur with Frank’s comments.
Ms. VELAZQUEZ. It is the budget for SBA, you know, being cut

by 43 percent.
Mr. KERESTER. The only comment I have is that small business

is opposed to a larger and larger government, and now we are
doing the opposite under the bill. We are creating more govern-
ment. And I am not sure how the business community as a whole
would respond to that, but I do support an independent office.

Ms. VELAZQUEZ. Thank you. Mr. Coratolo and Satagaj, would you
be willing to go on record supporting a $20 million bill for the cre-
ation of an independent advocacy office?

Mr. CORATOLO. Well, as far as funding for the Office of Advocacy,
we have not looked at any funding levels. And, at this time we
would have to pass on going on record until we could actually look
at what type of funding levels would be required in order to——
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Ms. VELAZQUEZ. So, Mr. Coratolo, how could you come before our
Committee and support a legislation without knowing, at least, the
estimated cost of that legislation, especially coming from the U.S.
Chamber of Commerce?

Mr. CORATOLO. Well, we philosophically looked at the legislation,
and, there was no funding levels set within the legislation. Now we
have lobbied every year to increase economic funds, along with
John’s group, for the Office of Advocacy. We have been very strong
supporters. We have letters that have gone to the Appropriations
Committee that have asked for full funding for the last two years.

Ms. VELAZQUEZ. But we are talking here, at a minimum, $20 mil-
lion. So if that is what it takes, you will be willing, and you will
engage your organization to encourage the administration to sup-
port $20 million for this?

Mr. CORATOLO. We have not looked at funding levels. Certainly,
there is going to be a level of funding that is necessary in order
to engage the mission. And we would be looking at supporting that
level based on what we could review.

Mr. SATAGAJ. Well, the life of an advocate for small business is
always chasing after dollars while holding government in line, and
it is a challenge we face day in and day out. And I am going to
tell you it is not easy to do it because, you know, as we go out, the
part of the President’s speech that he made before all you that res-
onated most with my members was restraining government, that
we have been spending too much. So, you know, I hear that all the
time on this.

On the other hand, we do need a voice for small business. If it
takes $20 million, I hope we can find a way to find the $20 million
if that is what it is going to take. But I am not going to kid you
that it is a tough decision to even go back to my own members and
say, ‘‘Listen, we want to restrain government.’’

And, indeed, I have been through the cuts in the SBA a thousand
times and some of us that have been doing this a long time. And
we take our whack in the small business community every time be-
cause our members believe in smaller government. So we will take
the whack, but we also have to make sure the programs that we
do fund for small business work.

It is not going to be an easy choice, and I know it creates some
contradictions. But that is what we all get paid the big bucks for,
is to make those decisions. And we are here to support small busi-
ness. Let us do it.

And you know, we talk around things a lot here, but the cat is
out of the bag in terms of we have an acting chief counsel coming
on board, Susan Walthall, and Frank has mentioned it.

I think all of you on this Committee are going to be delighted to
work with Ms. Walthall. I have known her for 23 years, and I can
tell you that no one is as passionate about small business as she
is, and as knowledgeable about the office. I think a lot of the ques-
tions you want to ask of advocacy you are going to get answers,
and you are going to be thrilled regardless of whether you are a
Democrat or Republican. We have an advocate for small business
there in place. I think you are going to be delighted to work with
her.

Chairman MANZULLO. Mr. Pascrell.
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Ms. VELAZQUEZ. Thank you.
Mr. PASCRELL. I just had one comment, listening. We do not get

the chamber in front of us that many times, and when you do, you
want to ask too many questions, so I apologize.

Maybe this is not a question, but I was—I watched very carefully
when this blueprint was printed and given out two weeks ago, a
little over two weeks ago. And I did not hear one peep or read one
word—and I try to read all the business magazines—of the associa-
tions that many of you represent responding to the proposed huge
cut in small business.

Now we all want smaller government. We talk about it, and how
you talk about it, we could make a case. We have got less federal
employees now than we had eight years ago. I did not hear any-
thing from the business community about that. But I understand
the politics of the situation.

But, you know, I was driving down Main Street in Bloomfield in
my district, Bloomfield, New Jersey, and I drove by the Bloomfield
Rug and Carpet Company. It was a small store, and I remember
going there with SBA folks two and a half years ago and, within
two or three days, providing a small loan, $50,000, obviously guar-
anteed to help that company bid on projects it could not have bid
on before. So not only was it sustaining itself, it was growing.

So why do we want less government? There is a very, very im-
portant role to be played—and I am not trying to proselytize here—
for loans to people none of us have even heard about on back
streets and front streets.

And for the business community to be quiet, you know, I am
really—you know, who’s ox is gored? If this is what this is going
to be all about, then we are going to have a very cantankerous year
ahead of us. There needs not to be any of that. We can work out
things.

But this umbrella idea that government is evil or bad and is the
source of all of our problems, you tell that to the carpet guy on
Main Street in Bloomfield and a lot of people I can mention, small
businesses, which is our backbone really, and how they are helped
by the federal government because the SBA guaranteed a loan
which they ordinarily could not have gotten.

What is your answer to the President about that? I am asking
it rhetorically. But what is your answer to the President about
that. Are these loans that we put together the last four years that
have moved the women entrepreneurs and African-Americans and
Hispanics—what is your word to them of what is to come down the
pike at a time when they are going to need us more than ever
maybe, the federal government, that is? What do you say to them.

And Mr. Chairman, you know, I prevail upon your good graces
again.

Chairman MANZULLO. If the gentleman would yield, once the
new administrator is confirmed by the Senate, then we are going
to have a hearing on the budget, all the programs will be looked
at. And the administration will have to defend whatever levels that
is put in there.

Is there a question pending, or was that just a rhetorical ques-
tion?

Mr. PASCRELL. Rhetorical.
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Chairman MANZULLO. We want to thank everyone for coming.
And it is going to take at least two more hearings in order to get
the bill that we want. Mr. Cole, I appreciate your emphasis upon
focus. You do not want a shotgun approach here. You want to be
able to focus this office to make sure it accomplishes its intended
purpose. And those of us here on the Committee appreciate the
comments from everybody.

And everybody’s comments will definitely be taken and weighed
and taken into consideration as we continue to work on the draft
of the bill. Thank you very much for coming.

[Whereupon, at 12:10 p.m., the committee was adjourned.]
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