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Introduction*
Small business is the backbone of the economy.  

That phrase gets tossed around a lot. Too much, in fact. It’s a saying that should resonate with and be at 
the forefront of policymakers’ economic agendas, but has in many instances become little more than a 
feel-good bromide deployed while checking a political box. 

The importance of small businesses is an economic reality and entrepreneurs deserve more than empty 
platitudes. Small businesses represent 99% of employer firms. They employ half of all private sector 
employees. They pay around 40% of U.S. private sector payroll.i Small businesses and entrepreneurs have 
long been America’s engine for job growth and today more jobs are created by small businesses and the 
growing freelance workforce than any other way in America. 

Small businesses aren’t simply the backbone of the American economy; they are its foundation. Indeed, 
entrepreneurship is essential to ensuring a truly inclusive economy that benefits all Americans. 

Nonetheless, Washington, when it’s able to get anything done at all, persists in pursuing policies that 
favor large corporations over Main Street. And, too often small business is perceived as just another 
interest group, not the key to our long-term economic success and security. Worse, small business’ good 
name is often hijacked to justify ideologically driven policies that have no benefit to, and in some cases 
actually harm, the real needs of America’s entrepreneurs. 

Contrary to a long-held misconception, small businesses are not reflexively anti-government. But, they 
want government to understand their needs and respond in a constructive manner—and then act on it. 
Small businesses continue to be misunderstood and even ignored by policymakers on both sides of the 
aisle. Changing this counterproductive dynamic begins with smart 
policies aimed at ensuring small business success in all segments of our 
economy. 

Small Business Majority has created an economic blueprint for 
lawmakers and government leaders that will strengthen our 
economy, create jobs and solidify its base: small businesses. The 
Agenda for America’s Economic Future includes both short and 
long-term policy recommendations.  

The Agenda rests on a two-pronged foundation:  

1) Ensuring an environment where small businesses 
will thrive based upon: 

•! Demand for their goods and services 

•! A strong infrastructure 

•! A level playing field 

•! A system that encourages prosperity for all Americans 

2) Providing the resources for small businesses and 
entrepreneurs to be successful, including: 

•! Greater access to responsible credit and capital 

•! Availability of clear information, opportunities and programs that 
enable them to compete and grow 

•! Access to a properly-supported skilled workforce 
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*
Executive*Summary*

Access*to*Capital*
Despite their numbers and economic importance, small business owners—particularly women, minorities 
and other underserved populations—face significant hurdles accessing capital. While the small business 
share of total bank loans neared 50% in 1995, it sunk to 30% in 2012. As part of the shift, most traditional 
banks of all sizes, even those offering Small Business Administration-guaranteed loans, have significantly 
reduced or eliminated loans below a certain threshold, typically 
$250,000. Others simply won’t lend to small businesses with 
revenue of less than $2 million. This ends up being highly 
exclusionary, since 68% of small businesses seek loans of less 
than $250,000. 

New alternative/online lending opportunities have recently 
sprung up to fill this market need. This is a positive 
development for small businesses. However, alternative sources 
of financing, such as peer-to-peer lenders, merchant cash 
advance companies and others, operate in an almost entirely 
unregulated market. Some of these new lenders are behaving 
responsibly, but others are not—making small business owners 
vulnerable to predatory practices. To fully realize the economic 
potential of America’s primary job creators, we must ensure 
greater access and more options for obtaining responsible 
capital by: 

•! Promoting responsible lending practices by lenders and brokers as set forth in the recently released 
Small Business Borrowers’ Bill of Rights. 

•! Identifying federal agencies that can promulgate small business lending regulations under  
existing law, as well as looking for more expanded legislative solutions. Examples of potential 
policies include: 

o! Examining ways to empower the Consumer Financial Protection Bureau (CFPB) to police small 
business lending abuses. 

o! Creating guidelines for clear, transparent disclosure by alternative non-bank lenders. 

o! Ensuring that lenders size financing options to fit borrowers’ needs. 

o! Requiring that brokers be governed by a fiduciary responsibility to borrowers. 

o! Requiring that all lending be free from discrimination. 

•! Ensuring fair and clear regulations on crowdfunding and other non-bank, non-VC sources of capital 
while providing safeguards for business owners and investors. Specific actions include: 

o! Directing the Securities and Exchange Commission (SEC) to issue final Title III crowdfunding 
rules. This would make limited private company investing accessible to average citizens, who, 
so far, have been largely shut out of private securities. 

o! Maintaining current accredited investor requirements. 

o! Establishing a small business seat at the SEC. 

•! Improving data sharing between the IRS and online lenders. 
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•! Approving legislation to provide another $1.5 billion to the State Small Business Credit Initiative 
(SSBCI), which funds new and existing state programs that support lending to and investment in  
small businesses.  

•! Making permanent the fee waiver on SBA-backed loans under $150,000. 

•! Providing small businesses, particularly minority businesses, with increased opportunities to 
participate in SBA loan programs and small business development center programs. 

•! Ensuring that women entrepreneurs get fair access to capital. 

•! Increasing the artificial lending cap for credit unions from 12.25% to 27.5% of assets. 

•! Maintaining the regulatory oversight that is necessary following the financial crisis, but revising 
regulations for community bank and small credit unions.  

•! Continuing to implement financial reforms governing the transparency and fairness of  
consumer credit. 

•! Enacting policies to strengthen and expand community banks, which currently provide more  
than half of small business lending. 

•! Returning to the previous cap of $2 million on 7(a) loans and adopting other reforms to ensure  
that federal loan guarantees provide more support to very small businesses. 

•! Establishing public loan funds that address specific credit needs. 

•! Requiring banks and the SBA, after turning down small businesses that want a loan, to refer  
rejected applicants to reputable alternative lenders. 

•! Directing the CFPB to begin collecting small business lending data as required by the  
Dodd-Frank law. 

Tax*Policy*
The nation’s tax code must create opportunities for small businesses and encourage startups and 
entrepreneurs. To do that, we must take steps to level the playing field, simplify the tax code and  
ensure fairness. This includes:  

•! Eliminating wasteful corporate loopholes while lowering 
corporate tax rates in a manner that ensures a net 
revenue increase to bring down our deficit and fund key 
programs. 

•! Ensuring parity between online and bricks-and-mortar 
businesses with a reasonable and fair Internet sales  
tax solution. 

•! Passing the America’s Small Business Tax Relief Act of 
2015, which would permanently raise the small business 
expensing (sometimes called Section 179 expensing) 
level to $500,000, and allow small businesses to deduct 
up-front the cost of purchasing new equipment, software 
and property. 

•! Passing the Small Business Tax Credit Accessibility Act, 
which would simplify and expand the small business tax credit created by the Affordable Care Act—
helping more small businesses qualify for and utilize it. 
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•! Passing healthcare tax equity for the self-employed so that freelancers can deduct their healthcare 
expenses from their FICA tax obligations. 

•! Cracking down on the ability of large corporations to reduce their tax burden simply by moving their 
headquarters outside the country. 

•! Creating tax incentives for angel investors. More than half of states offer tax incentives for angel 
investors. Federal support of these efforts would encourage more local and state governments to 
consider such measures.  

•! Introducing legislation that would allow growing small- and medium-sized businesses temporarily to 
defer a portion of their federal income tax liability so they can continue making new investments in 
their businesses. 

•! Reducing the deficit and ending sequestration. The president’s proposed budget for 2016 seeks to 
end sequestration by cutting inefficient spending and reforming the tax code, which would be a step 
in the right direction for entrepreneurs. 

•! Creating tax-exempt small business start-up accounts to pay for start-up expenses by passing the 
Incentivize Growth Now In Tomorrow's Entrepreneurs Act of 2015 (H.R. 253). 

Healthcare*
Implementation of the Affordable Care Act has removed a significant impediment to entrepreneurship. 
Healthcare coverage is no longer tied to a job working for someone else. Rather, entrepreneurs can pursue 
their dream knowing that they will have access to affordable healthcare coverage. Additionally, small 
business owners now have more options to provide affordable coverage options for their employees, 
allowing them to compete for skilled workers. But, we must continue to strengthen the ACA, instead of 
chipping away at it and delaying implementation of key provisions, by: 

•! Ensuring the transition to expand the small group 
market to include firms with 50-99 employees  
is smooth and proceeds on time and in accordance 
with the law. 

•! Fully implementing employee choice in all of the Small 
Business Health Options Program  
(SHOP) marketplaces. 

•! Simplifying and expanding the small business 
healthcare tax credit. 

•! Continuing to support and fully fund maximum 
outreach efforts to communicate the benefits of the 
individual healthcare insurance marketplaces for those 
businesses and self-employed people who are not in a 
position to purchase employer-sponsored coverage. 

•! Passing healthcare tax equity for the self-employed. 

Infrastructure*
Infrastructure is critical to driving business growth, entrepreneurship and job creation. Infrastructure 
investments like broadband support the growth of a vibrant freelance and entrepreneurial economy that 
relies on the Internet for access to markets, customers and services to support operations. Likewise, 
investing in the nation’s roads, bridges and other physical infrastructure also supports access, while at  
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the same time creating demand opportunities for the goods and services small businesses have to sell.  
We must have a national infrastructure investment strategy that includes: 

•! Passing the Community Broadband Act (S. 240), which seeks to help local towns set up public 
alternatives to big Internet providers such as Comcast or Verizon.  

•! Expanding access to shared workspaces, accelerators and incubators that provide the physical and 
operational infrastructure for entrepreneurs to start and grow new businesses. 

•! Creating a sustainable infrastructure financing entity to drive continued investment from the public 
and private sectors into the nation’s roads, bridges and other infrastructure.  

•! Reauthorizing long-term funding for the Highway Trust Fund. 

Freelance*Economy*
Freelance entrepreneurship is a potent force for positive change in every aspect of creating and sustaining 
a thriving society and economy—from addressing long-term unemployment to providing high quality jobs 
to helping revitalize distressed neighborhoods. So long as it is not merely a way to avoid a W-2 
employment relationship, a healthy freelance ecosystem can provide an innovative and singular pathway 
for women, minorities, youth, veterans, disabled people and immigrants to enter the mainstream 
American economy and build income and independence. We need to do all we can to ensure this economy 
flourishes by: 

•! Identifying and fixing tax issues unique to freelancers.  

•! Passing healthcare tax equity for the self-employed. 

•! Fully funding outreach efforts to communicate the benefits of the individual healthcare insurance 
marketplaces to the self-employed. 

•! Passing the FAMILY Act to provide partial wage replacement for the self-employed to handle serious 
health conditions for themselves and family members.   

•! Supporting easy-to-implement mechanisms for the self-employed to access family/medical leave and 
retirement benefits. 

•! Passing the Community Broadband Act.  

•! Expanding access to shared workspaces, accelerators and incubators that provide the physical and 
operational infrastructure for entrepreneurs to start and grow new businesses.  

Minimum*Wage*
Creating a fair minimum wage is essential to the vibrancy of the small business economy by ensuring the 
demand for small business products and services, reducing the burden on public assistance programs and 
leveling the playing field for small businesses that understand the need for properly-compensated 
workers. Policy changes include:  

•! Increasing the national minimum wage to $12 per hour.*

•! Increasing state and local minimum wages to sustainable levels consistent with the cost of living in 
those communities.*
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Workforce*Training*and*Retention*
Small businesses face particular challenges when it comes to finding and retaining skilled workers. Not 
only do they lack the robust resources to create job-specific training programs, but they also are limited in 
their capacity to search and compete for or relocate the workers for the jobs they need to fill. We need to 
support strategies and solutions that leverage education and training resources at the local and regional 
level that are closely aligned with the needs of small businesses. This includes: 

•! Expanding internship and mentoring programs to create career paths for youth, and ensure access to 
skilled, entry-level workers for small businesses. 

•! Supporting regional economic clusters/partnerships that include educational institutions with the 
resources to provide industry-focused training and skills development. 

•! Supporting easy-to-implement mechanisms for small business employees to access family/medical 
leave and retirement benefits (such as the president’s plan to expand retirement savings plans to 
U.S. workers). 

•! Passing the FAMILY Act to provide partial wage replacement for small business employees to handle 
serious health conditions for themselves and family members. 

•! Implementing the president’s plan to make two years of community college and technical school free 
to responsible students, which would help address our nation’s crippling youth unemployment, and 
small business owners’ struggle to find qualified workers.  

•! Implementing studies that ensure Workforce Innovation & Opportunity Act (WIOA) programs are 
meeting small business and worker needs.   

•! Supporting easy-to-implement mechanisms for the self-employed to access family/medical leave and 
retirement benefits. 

Clean*Energy*Economy*
Investments in clean renewable energy and energy efficiency are seen by a majority of small business 
owners as important to boosting our economy and creating jobs. Not only do these investments drive 
innovation and cost savings, but they also create growth opportunities, not just in energy-related sectors, 
but also other industries. Additionally, these investments help address small business disruptions 
stemming from extreme weather. Our national economic growth strategy must invest in a clean energy 
economy by: 

•! Ensuring smart implementation of the Environmental Protection Agency’s Clean Power Plan in every 
state to maximize small business benefits. 

•! Supporting state efforts to maintain and expand renewable energy and energy efficiency standards. 

•! Strengthening government tracking and data on the economic impact of extreme weather incidents 
on small businesses to ensure effective assistance and response programs, while also providing 
support to states and localities to help small business deal with extreme weather. 

•! Strengthening investments by federal agencies to spur growth and support small businesses that  
are key players in the clean energy economy’s supply chain through economic clusters and other 
related programs. 



 

©"2015"Small"Business"Majority! 7! "

Immigration*Reform*
While comprehensive immigration reform is a goal 
supported by Americans and small business owners across 
the political spectrum, its enactment has continued to be 
stifled in our current political environment. This inaction 
has created challenges for small businesses and reinforced 
barriers to growth. We must ensure a stable long-term, 
high-skilled workforce and recognize that immigrants 
create small businesses and the jobs that accompany them 
at twice the national averageii, by: 

•! Passing a comprehensive immigration law 
guaranteeing eventual citizenship for those who play 
by the rules and contribute to our economic success, 
coupled with appropriate and reasonable employment 
verification provisions. 

•! Supporting the implementation of the president’s recent executive orders and expanding the existing 
H-1B visa program to allow more visas for low-skilled workers. 

Exports*
Small and medium-sized firms account for 98% of all U.S. exporters, but represent less than one-third  
of the known value of exports of U.S. goods, according to the U.S. International Trade Administration. 
Foreign markets represent a significant growth opportunity for many U.S. small businesses and they must 
have the tools and resources needed to take advantage of this potential. We must ensure small businesses 
have the opportunity to compete in the global market by:  

•! Long-term reauthorization of the Export-Import Bank, recognizing that nearly 90% of its 
transactions in 2014 were to support small businesses. 

•! Ensuring that small businesses in every state can access resources to help them export by 
reauthorizing the State Trade and Export Promotion (STEP) program and by continuing to 
strengthen export counseling through locally- and regionally-based organizations. 

 

*
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Detailed*Policy*Agenda*
To ensure a strong, vibrant and inclusive economy, policymakers must take a host of concrete steps that 
create the solid financial foundation small businesses need to succeed. Below are our recommendations: 

Getting*Small*Firms*the*Responsible*Credit*and*Capital*They*Need*to*Grow*and*Thrive*
Despite their numbers and economic importance, small business owners—particularly women, minorities 
and other underserved populations—face significant hurdles accessing capital and encounter the added 
burdens of a complex marketplace and an uneven playing field. Small business owners have plenty of 
reasons for feeling sidelined in this regard. According to a recent Harvard Business School paper written 
by former Small Business Administration Administrator Karen Mills, banks are increasingly less focused 
on small business lending. While the small business share of total bank loans neared 50% in 1995, it sunk 
to 30% in 2012.  

As part of the shift, most traditional banks of all sizes, even those offering SBA-guaranteed loans, have 
significantly reduced or eliminated loans below a certain threshold, typically $250,000. Others simply 
won’t lend to small businesses with revenue of less than $2 million. This ends up being highly 
exclusionary, since 68% of small businesses seek loans of less than $250,000. In fact, 50% of small 
businesses seek loans of $100,000 or less. According to a 2013 study by the Federal Reserve, this drop on 
the supply side leaves a critical gap in the loan market.  

The recession, and our stumbling recovery, has produced its own set of problems for small business 
owners. After years of depressed sales, many find themselves suffering from devalued collateral, damaged 
credit scores and reduced cash flow, making them even less creditworthy for big banks’ strict 
underwriting processes.  

New alternative/online lending opportunities have recently sprung up to fill this market need. This is a 
positive development for small businesses. However, alternative sources of financing, such as peer-to-
peer lenders, merchant cash advance companies and others, operate in an almost entirely unregulated 
market. Some of these new lenders are behaving responsibly, but others are not—making small businesses 
vulnerable to predatory lenders who can jeopardize their businesses, homes and families and leave a 
vacuum in their communities. 

There must be a balanced set of policies that encourages technological advances, opens up new credit 
markets, encourages crowdfunding and stimulates innovation in the hidebound banking system, but also 
prevents fraud and predatory lending. Increasing responsible lending opportunities and protections for 
small business owners will provide a powerful benefit to disadvantaged areas and the American economy 
as a whole, as entrepreneurs—especially the growing ranks of women and minorities—safely access the 
loans they need to build a business that generates household wealth and stability for themselves and the 
members of their communities they employ. 

 

Figure 1: Majority of owners agree small business lending is a problem 

 
 

 

How!big!of!a!problem!would!you!say!the!availability!of!credit!for!small!businesses!is?!
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To fully realize the economic potential of America’s primary job creators, we must ensure greater access 
and more options for obtaining responsible capital by: 

•! Promoting responsible lending practices by lenders and brokers as set forth in the 
recently released Small Business Borrowers’ Bill of Rights. The transformation in small 
business lending needs to continue in a way that truly benefits America’s small businesses. This 
means making sure the industry is built on transparency and fairness, and puts the interests of small 
businesses at the center of the lending process while making sure new sources of responsible capital 
flourish. This includes: 

o! The right to transparent pricing and terms, including a right to see an annualized interest rate 
or APR and all fees. 

o! The right to non-abusive products that do not trap borrowers in a cycle of expensive  
re-borrowing. 

o! The right to responsible underwriting, so that borrowers are not placed in loans they are  
unable to repay. 

o! The right to fair treatment from brokers, so that borrowers are not unknowingly steered into 
the most expensive loans. 

o! The right to inclusive credit access, without discrimination. 

o! The right to fair collection practices so borrowers are treated fairly and respectfully during  
the collections process. Collections on defaults should not be a lender’s primary source  
of repayment.  

•! Identifying federal agencies that can promulgate small business lending regulations 
under existing law as well as looking for more expanded legislative solutions. 

Alternative lenders, such as peer-to-peer lenders, 
merchant cash advance companies and others, operate in a 
mostly unregulated market. While this allows for necessary 
innovation, it also fosters abuse. Regulation is needed by 
federal agencies, such as the CFPB and the Office of the 
Comptroller of the Currency. Appropriate regulators 
should set standards for alternative small business lending 
that draw from the transparency and fairness practices 
established in the Small Business Borrowers’ Bill of Rights 
to crack down on predatory lending practices. Specific 
regulatory policies include:  

o! Examining ways to empower the CFPB to police 
small business lending abuses. 

o! Creating guidelines for clear, transparent disclosure 
by alternative non-bank lenders. 

o! Ensuring that lenders size financing options to fit borrowers’ needs. 

o! Requiring that brokers be governed by a fiduciary responsibility to borrowers. 

o! Requiring that all lending be free from discrimination. 

•! Ensuring fair and clear regulations on crowdfunding and other non-bank, non-VC 
sources of capital to expand access to capital while providing safeguards for business 
owners and investors. Entrepreneurs and startups, in particular, see increasing opportunities to 
take their ideas to market with the help of direct investments through crowdfunding. Rapidly 
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growing activity in this space already demonstrates a robust community of individual investors who 
are not just interested in, but are actively seeking opportunities to support innovative entrepreneurs 
in all parts of the country. Regulators and policymakers must address the risk that comes with these 
alternative sources of capital. But, they must do so in a way that encourages new opportunities and 
doesn’t stifle the very innovation that has the potential to create increased options and points of 
access for small businesses and entrepreneurs in need of capital, thus providing more fuel for our 
economic growth and success.  

Some specific actions include: 

o! Directing the Securities and Exchange Commission (SEC) to issue final Title III 
crowdfunding rules. Entrepreneurs are still waiting on the SEC to release the final 
crowdfunding rules, which includes a provision that exempts crowdfunding transactions of $1 
million or less involving the issuance of a security from registration requirements and obstacles 
within interstate commerce. This would make limited private company investing accessible to 
average citizens, who, so far, have been largely shut out of private securities. 

o! Maintaining current accredited investor requirements. The SEC is considering 
revising the accredited investor definition upward, which would significantly cull the pool of 
potential investors for Title II (accredited) crowdfunding as well as angel investing and other 
private investment. A GAO July 2013 report states that simply increasing the net worth and 
income benchmarks to account for inflation would mean that 60% of individuals who currently 
qualify as accredited investors would not qualify under the proposed increased net worth and 
income standards. 

o! Establishing a small business seat at the SEC. Considering that small businesses provide 
so much growth and innovation in the U.S., there needs to be more of a focus in the SEC on 
small businesses. Currently, there is not a small business seat in the SEC. Small businesses 
need this if they are to be adequately represented in SEC decisions.  

 

•! Improving data sharing between the IRS and online lenders. The IRS already collects much 
of the financial information that lenders need to process and approve loans. The Administration 
should direct the IRS to create an online Application Program Interface that allows small business 
owners to opt-in to automatic sharing of detailed 4506t tax data between the IRS and online lenders. 
This will streamline the process and lead to more positive lending outcomes. Importantly, this 
process needs to be inclusive rather than limited to use in SBA-backed loans. It also needs to be free 
and it must include business ownership verification data. While the positive impact this would have 
on lending has not been quantified, conversations with experts indicate it would be game changing, 
leading to more loans that are less risky and at a lower price. 

•! Approving legislation to provide another $1.5 billion to the State Small Business Credit 
Initiative (SSBCI), which funds new and existing state programs that support lending 
to and investment in small businesses. Under the SSBCI—established in 2010’s JOBS Act—
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participating states use federal funds for programs that leverage private lending to help finance small 
businesses and manufacturers that are creditworthy, but are not getting the loans they need to 
expand and create jobs. Participating states are required to demonstrate a reasonable expectation 
that a minimum of $10 in new private lending will result from every $1 in federal funding. As of 
February 12, 2014, the Treasury Department, which administers the program, had disbursed to 
states approximately $1 billion of the $1.5 billion total. Treasury plans to disburse most of the 
remaining funds by fiscal year 2015. The SSBCI has had a positive impact on small business access to 
capital and local economies, including:  

o! The first $271 million in expenditures supported lending and investments of $1.9 billion  
to more than 4,600 small businesses across the country—creating or saving more than  
53,000 jobs. 

o! The program is expected to help spur up to $15 billion in new small business lending  
and investing. 

o! About two-thirds of all SSBCI loans or investments were for less than $100,000. 

o! Nearly 80% of SSBCI loans and investments went to businesses with 10 or fewer employees. 

o! Forty-two percent of SSBCI loans and investments were made to businesses in low- and 
moderate-income communities.  

The funding for SSBIC sunsets in 2017. Due to the success of the first round of SSBCI funding, 
Congress should authorize a second round of $1.5 billion for a program to run from 2015 through 
2021. The second round would expand on the success of the first round and capitalize on new 
working relationships between states and small business lenders and investors to get needed capital 
into the hands of small business owners. 

•! Making permanent the fee waiver on Small Business Administration-backed loans 
under $150,000. This has been extended through 2015, but a permanent waiver is needed because 
these lower-dollar loans often help finance startups and entrepreneurs in underserved communities, 
which can include women, minorities, veterans and others. According to the Urban Institute, SBA 
loans are 3 to 5 times more likely to go to women and minority-owned businesses than conventional 
loans. 

•! Providing small businesses, particularly minority businesses, with increased 
opportunities to participate in SBA loan programs and small business development 
center programs. Lawmakers should pass the 
Minority Small Business Enhancement Act of 2015 (H.R. 
273), which seeks to amend the Small Business Act in 
order to increase opportunities, economic activity and 
financial participation for minority and disadvantaged 
small businesses. This bill would amend the Small 
Business Act to consider an individual with a net worth 
of less than $1.5 million as eligible for participation in a 
SBA program providing grants to small businesses 
owned and controlled by economically disadvantaged 
individuals. It would also allow a small business to 
receive SBA developmental assistance under the 
program for the entire period of an SBA-
guaranteed loan. Another bill, the Small Business 
Development Centers Improvement Act of 2015 (H.R. 
207), seeks to amend the Small Business Act with respect 
to the authority of the Small Business Administration to use certain SBA programs, including the 
small business development center (SBDC) program, to provide grants, financial assistance, loans, 
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export assistance and subcontracting opportunities on federal contracts to specified small 
businesses, organizations, state governments, universities, companies and other entities that assist 
smaller enterprises. 

Lastly, lending data should be shared from SBA lending programs. It is still difficult to gauge what 
communities are benefitting from SBA lending programs. Additional data should be made public for 
external groups to measure lending pockets to disadvantaged populations. Passing the CLEAR SBA 
Act (S.967), which amends the Small Business Act to direct the Administrator of the Small Business 
Administration to make publicly available a user-friendly database sharing data from SBA lending 
programs would help address this issue. 

•! Ensuring that women entrepreneurs get fair access to capital. While women-owned firms 
are the fastest-growing segment of businesses, studies find that women do not get sufficient access to 
loans and venture investment. Women account for only 16% of conventional small business loans 
and 17% of SBA loans even though they represent 30% of all small companies. Of conventional small 
business loans, women only account for 4.4% of total dollar value of loans from all sources.iii  

One remedy to this problem is to reintroduce and pass the Women’s Small Business Ownership Act 
of 2014, which would address the gender gap in lending by expanding or improving SBA programs to 
reach more women seeking business loans. Among other things, the legislation would: (1) expand 
and improve the SBA Microloan program to reach more women borrowers who need loans of up to 
$50,000 by allowing microloan lenders to increase lending capacity from $5 million to $7 million 
and improve the program to better meet borrowers’ needs through more flexible terms and 
expanded technical assistance; (2) reauthorize the SBA Intermediary Lending program, now a pilot 
program, to provide more women access to loans between $50,000 and $200,000; and (3) increase 
funding for the Women’s Business Center program to expand and improve counseling and training 
services to reach more women entrepreneurs, especially in low-income areas.  

Other recommendations from the Women’s Small Business Ownership Act: 

o! Eliminate the 25%/75% restrictions on use of technical assistance grants. In the FY2015 
Omnibus Appropriations Act, Congress directed the SBA to suggest appropriate steps to 
achieve this goal. In the FY2016 SBA Budget Request, the Administration responded by 
requesting legislative authority to remove the 25%/75% technical assistance formula. 

o! Eliminate the minimum state allocation formulas (“1/55th rule”). This requirement has 
constrained SBA’s ability to disburse funds to high-volume lenders in the past because the 
formula requires SBA to reserve minimum amounts for each state, even when demand does not 
exist. SBA should instead balance geographic diversity with market need and a lender’s 
historical performance. In the FY2016 SBA Budget Request, the Administration requested 
legislative authority to remove the 1/55th rule. 

o! Increase the intermediary lending limit to $7 million.  

o! Increase loan terms for borrowers (10 years) and intermediaries (20 years). 

•! Increasing the artificial lending cap for credit unions from 12.25% to 27.5% of assets. 
Small Business Majority found that 90% of small business owners say accessing credit is a major 
challenge.iv Furthermore, a Pepperdine University study found only 39% of business owners with 
revenues of $5 million or less who were seeking a bank loan got what they wanted.v Even as the 
economy has recovered, some indexes of small business lending have actually dropped. Congress has 
made an effort to change this situation, such as creating a "small business lending fund," but the 
numbers demonstrate it's just not enough.  
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 Figure 2: Accessing credit is a major challenge for small business owners 

 
 
One simple solution to this problem is to change outdated regulations that limit credit unions—
democratically governed, nonprofit financial cooperatives—from meeting small business needs. 
Right now, federal regulations bar credit unions from lending more than 12.25% of their assets to 
businesses. As a result, businesses that belong to credit unions have $13 billion less in capital 
available to them. Bipartisan legislation in Congress would change this and allow credit unions to 
lend up to 27.5% of their assets.vi This change would have no additional risk for taxpayers, while 
increasing options for small businesses and creating thousands of new jobs. 

•! Maintaining the regulatory oversight that is necessary following the financial crisis, 
but revising regulations for community bank and small credit unions. Entities (banks, 
credit unions, CDFIs, etc.) that make small business loans must navigate a complex set of 
regulations. While most of these regulations make sense to ensure a stable financial system, we need 
to do a better job ensuring that there are clear, bright-line rules for lenders to follow. A 2012 Federal 
Reserve study found an elevated level of scrutiny by regulators following the recession. No one will 
argue that this scrutiny isn’t needed, but the increased scrutiny has resulted in uncertainty among 
lenders, both large and small, over regulatory requirements and the consequences of not meeting 
them. Some institutions like the FDIC have made attempts to create more transparent and clear 
requirements of loan makers, but more is needed in this area. In the six-plus years since the 
recession, there have been an immense amount of data and information collected by regulators that 
should allow for clear guidance that helps banks and other lenders actually provide greater access to 
capital for creditworthy small businesses, rather than restrict it.  

In addition, among lending institutions, one-size does not fit all for regulatory oversight. Currently, 
all banks and credit unions face the same requirements under Dodd-Frank. Community banks, as 
one example, are lumped in this group, whose U.S. banking assets have dropped more than 12% 
since the passage of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, 
according to Mercatus Center at George Mason University. Small banks say federal regulation in the 
aftermath of the Dodd-Frank legislation is contributing to a decline in their numbers. Filling out 
paperwork and paying for compliance lawyers to deal with Dodd-Frank stipulations are burdensome 
extra costs. The resources required for complying with the regulation has taken away from a focus on 
local lending, including to small businesses. Considerations should be made to revise regulations 
facing smaller lending institutions.  

•! Continuing to implement financial reforms governing the transparency and fairness of 
consumer credit. Small business owners regularly use consumer credit to finance their business 
operations. A January 2013 Small Business Majority poll found that 53% of small business owners 
have personally guaranteed a loan for their business, and close to six in 10 have used a personal 
credit card to help finance their business. The same poll showed overwhelming support for strong 
accountability for the nation’s financial industry. More than two-thirds of respondents believe the 
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degree to which the government oversees financial companies—including measures included in 
Dodd-Frank—should be strengthened or implemented as they are. 

Dodd-Frank passed more than five years ago, yet 40% of the deadlines for rulemaking to enforce the 
measures of the law have been missed.vii The Securities and Exchange Commission, Commodity 
Futures Trading Commission and other responsible agencies must redouble their efforts to complete 
this process and implement this law that is critical to protecting the soundness and fairness of 
America’s financial system for consumers and small businesses. And, a greater effort should be made 
to ensure that the CFPB addresses the importance of these rules to small businesses. 

Additionally, Small Business Majority’s polling found small businesses nearly unanimously favor 
rules in the Credit CARD Act and want them extended to business credit cards, which many of the 
provisions of the Act don’t currently cover. This includes that card issuers provide clear descriptions 
of what factors trigger higher interest rates and that they must give at least 45 days notice of 
substantial change in terms, including interest rates, fees and due date changes, and want them 
extended to business credit cards, which many of the provisions of the Act don’t currently cover. 

•! Enacting policies to strengthen and expand community banks, which currently 
provide more than half of small business lending.  At the state level, the Bank of North 
Dakota provides an excellent model of how a publicly owned wholesale bank can significantly boost 
the numbers and market share of small private banks, and, in turn, expand lending to small 
businesses.  

•! Returning to the previous cap of $2 million on 7(a) loans and adopting other reforms 
to ensure that federal loan guarantees provide more support to very small businesses. 
The SBA should also shift a share of its loan guarantees into programs that are designed primarily or 
exclusively to work with small community banks. 

•! Establishing public loan funds that address specific credit needs. The Institute for Local 
Self-Reliance points to the Pennsylvania Fresh Food Financing Initiative, which has financed about 
100 independent grocery stores in low-income, underserved communities, as a good example of this 
type of loan fund. Nearly all of the stores are independent, locally owned businesses, according to 
ILSR, and they range from small greengrocers to natural foods cooperatives to large, full-service 
supermarkets. The FFFI provides grants of up to $250,000 and loans that range in size from 
$25,000 to $7.5 million. To be eligible, a business must primarily sell groceries and locate in a low- 
to moderate- income area that is underserved by food retailers. The FFFI funds both start-ups, as 
well as existing stores seeking to expand or upgrade their operations, according to ILSR. This is a 
promising model that could be replicated in a number of small business marketplaces. 

•! Requiring banks and the SBA, after turning down small businesses that want a loan, to 
refer rejected applicants to reputable alternative lenders. This would mean that small 
business owners who are denied loans from a large bank have a viable alternative they can pursue to 
seek capital for their businesses. Sending them to a reputable alternative source of capital would 
mean they are less likely to fall victim to a predatory lender. 

•! Directing the CFPB to begin collecting small business lending data, as required by the 
Dodd-Frank law. The Dodd-Frank law directed the CFPB to collect data on small business 
lending, including gender- and race-specific data. To date, none has been collected. Without good 
data, making sound policy decisions on improving deployment of capital to entrepreneurs are 
hampered. 
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Ensuring*a*Level*Playing*Field*and*Investment*in*America*Through*Fair*and*
Pragmatic*Tax*Policies*
The nation’s tax code must create opportunities for small businesses and encourage startups and 
entrepreneurs. To do that, we must take steps to level the playing field, simplify the tax code and ensure 
fairness. This includes: 

 

 

Figure 3: Multinational corporations' use of tax loopholes is a problem 

 

 

•! Eliminating wasteful corporate loopholes and lowering corporate tax rates in a 
manner that ensures a net revenue increase to bring down our deficit and fund key 
programs. Lawmakers should move forward with the president’s plan to close corporate tax 
loopholes, such as eliminating provisions like stepped-up basis, which lets wealthy households avoid 
taxes hundreds of billions in capital gains taxes each year. The vast majority of small businesses 
believe big corporations pay less than their fair share of taxes, which puts their smaller counterparts 
at a severe disadvantage. When big businesses abuse wasteful corporate loopholes that have no 
benefit to economic growth and job creation in America, such as offshore tax havens and carried 
interest rules for hedge funds, it leaves consumers and small businesses holding the bag when it 
comes to bolstering the nation’s tax base. And it gives big companies an unfair advantage over the 
millions of small business owners who don’t pass-through their profits to their personal tax returns 
and therefore must pay full freight, because corporations can then use the savings to undercut them 
on costs. Allowing those benefitting significantly from everything the American economy has to offer 
the ability to duck their responsibility to contribute to it doesn’t do our economy any favors.  

Small Business Majority polled a random sample of entrepreneurs across the country and found a 
sweeping 91% of small business owners believe big corporations use loopholes to avoid taxes that 
small businesses have to pay, and another 92% say big corporations’ use of such loopholes is a 
problem. 

In addition, reducing the corporate tax rate from 35% to 28% in a way that balances cuts with even 
greater revenue increases will help small businesses succeed and move our economy forward 

•! Ensuring parity between online and brick-and-mortar businesses with a reasonable 
and fair Internet sales tax solution. States presently have the authority to tax the sale of goods 
or services sold from out-of-state vendors, but they are prevented under current law from requiring 
the collection of such taxes. States lose an estimated $11 billion every year because of this. While 
local small business retailers follow the law and collect sales taxes from customers who make 
purchases in their stores, many big business online and catalog retailers do not collect the same 

Do!you!think!that!U.S.!multinational!corporations!using!accounting!loopholes!to!shift!their!
U.S.!profits!to!their!offshore!subsidiaries!to!avoid!taxes!is!a!very!serious!problem,!fairly!
serious!problem,!a!little!bit!serious,!or!not!really!a!problem?! 
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taxes. States have been experimenting with laws to close that loophole for years. That has created a 
confusing patchwork of laws. 
 
As a federal law, the Marketplace Fairness Act (S. 336) could settle the issue once and for all. The 
Act, which would require online retailers to collect sales tax from customers in states where the 
retailer has no substantial physical presence and remit them to each customer's state. The Act 
provides a small business exemption for online sellers making less than $1 million annually, and only 
applies to purchases made by customers in states where sales tax is already collected.  

We recognize and endorse the increasing importance of the Internet to small businesses’ ongoing 
and future success, but that success cannot be achieved on an unequal playing field.  

•! Passing the America’s Small Business Tax Relief Act of 2015, which would 
permanently increase the limits for deducting capital expenditures under Section 179. 
Congress should pass the America’s Small Business Tax Relief Act of 2015 (H.R. 636), a bill that 
would improve a crucial part of the tax code for small firms and give small businesses more financial 
confidence while promoting investment.  

The Small Business Tax Relief Act would permanently raise the small business expensing 
(sometimes called Section 179 expensing) level to $500,000, and allow small businesses to deduct 
up-front the cost of purchasing new equipment, software and property. This gives business owners 
the ability to maximize investment in their companies, fueling expansion and driving growth and job 
creation. And, making the higher small business expensing limits permanent will reduce uncertainty 
and the incidence of tax policy driving business decisions. 

•! Simplifying and expanding the small business healthcare tax credit so more small 
businesses can provide coverage for their employees and compete for skilled workers. 
The Small Business Tax Credit Accessibility Act will help more small businesses qualify for and 
utilize the small business healthcare tax credit created by the Affordable Care Act by simplifying and 
expanding the credit. The legislation increases the maximum size of businesses eligible to receive the 
credits and extends the credit to firms with higher average wages. What’s more, it simplifies the tax 
credit calculation and increases the number of years for which a small business may receive the tax 
credit to three consecutive years.  

These changes to the tax credit will go a long way towards helping more small business owners afford 
to purchase small group plans through the new health insurance marketplaces. Expanding the credit 
and simplifying the process to claim it will help countless small businesses better afford health 
insurance for their employees. 

•! Passing healthcare tax equity for the self-employed, so that freelancers can deduct 
their healthcare expenses from their FICA tax obligations. While small business owners are 
able to deduct the costs of healthcare from their income, the tax code still prevents the 22 million 
self-employed individuals and freelancers from deducting these costs from the amount upon which 
they pay their self-employment tax. These entrepreneurs are forced to pay an additional 15.3% in 
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taxes simply because they’re self-employed. When the Small Business Jobs and Credit Act was 
passed in 2010, it solved the tax equity problem for millions of self-employed business owners only 
for one year. To achieve tax equity among all forms of business entities, the self-employed must 
permanently be able to exclude health insurance premiums from self-employment tax, regardless of 
the legal entity under which they choose to operate. 

•! Cracking down on the ability of large corporations to reduce their tax burden simply 
by moving their headquarters outside the country. This practice, known as inversions, allows 
big businesses to relocate their base overseas solely for tax reasons. Inversions allow corporations to 
purchase a company in a tax-friendly nation in order to relocate their headquarters to save money on 
taxes. For all intents and purposes the company remains a U.S. company, continuing business as 
usual—just enjoying a lower tax rate. The rub is that their tax burden is then shifted to small 
businesses and consumers.   

When large corporations don’t pay their fair share, it hurts small businesses, our economy, our 
ability to invest in our national infrastructure and so much more. It gives those benefitting 
significantly from everything the American economy has to offer the ability to duck their 
responsibility to contribute to it. 

•! Create tax incentives for angel investors. Legislation from Sen. Chris Murphy (Angel Tax 
Credit Act - S. 973; HALOS Act S. 978) would create a federal tax credit for early stage “angel” 
investors. The bills are based on a Connecticut model. Alternatively, instead of a federal credit, the 
government could support state credits through grants. More than half of states offer tax incentives 
for angel investors. Federal support of these efforts would encourage more local and state 
governments to consider such measures.  

•! Introduce legislation that would allow growing 
small- and medium-sized businesses 
temporarily to defer a portion of their federal 
income tax liability so they can continue making 
new investments in their businesses. Bills in the 
past—such as the BRIDGE ACT—have proposed a two-
year deferral, limited to a maximum of $250,000 in tax 
that would be repayable with interest over a four-year 
period. The tax-deferred amount would be deposited at a 
bank or other approved intermediary in a separate trust 
account—called a BRIDGE Account—against which the 
firm could borrow funds for business purposes. 

•! Reducing the deficit and ending sequestration. 
The president’s proposed budget for 2016 seeks to end 
sequestration by cutting inefficient spending and reforming the tax code, which would be a step in 
the right direction for entrepreneurs. Lawmakers should pass a budget for fiscal year 2016 that 
would reduce the deficit in a balanced way and end sequestration cuts that harm small businesses 
and the economy. Small Business Majority’s polling shows small businesses want a long-term 
solution to our budget issues, and believe ending sequestration cuts would give them the certainty 
they need to plan for the future. 

•! Creating tax-exempt small business start-up accounts to pay for start-up expenses. The 
Incentivize Growth Now In Tomorrow's Entrepreneurs Act of 2015 (H.R. 253) creates tax-exempt 
small business start-up accounts to pay for the start-up expenses (defined as expenses for 
investigating the creation or acquisition of an active trade or business) of a business that does not 
employ more than 50 full-time employees during a taxable year. Cash contributions to such accounts 
are allowed up to the lesser of $10,000 or the amount of compensation includible in the taxpayer's 
gross income for the taxable year. 
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Ensuring*the*Healthcare*Law*is*Working*Best*for*Small*Firms*and*the*SelfJEmployed*
Implementation of the Affordable Care Act has removed a significant impediment to entrepreneurship. 
Healthcare coverage is no longer tied to a job working for someone else. Rather, would-be entrepreneurs 
can pursue their dream knowing that they will have access to affordable healthcare coverage. Additionally, 
small business owners now have more options to provide affordable coverage options for their employees, 
allowing them to compete for skilled workers. But, we must continue to strengthen the ACA, instead of 
chipping away at it and delaying implementation of key provisions, by: 

•! Making sure the transition to expand the small group market to include firms with 50-
99 employees is smooth and proceeds on-time and in accordance with the law. There is 
debate around whether the expansion of the small group market to include firms with 50-99 
employees should move forward as planned in 2016. 
We believe delaying this transition or doing away with 
this provision entirely would be harmful to the Small 
Business Health Options Program (SHOP) 
marketplaces and to small businesses looking forward 
to this option. Expanding the small group market next 
year will increase the size of benefits the healthcare 
system overall. What’s more, it expands the number of 
lives eligible for the small business health insurance 
marketplaces, which is good for businesses and the 
success of SHOP. Additionally, this would be another 
example of delaying key small business provisions 
under the healthcare law. Healthcare reform was 
meant to bring relief to small businesses struggling 
with high healthcare costs and all of the administrative 
burdens that were part of the status quo. We need to 
strengthen the ACA, instead of chipping away at it and delaying implementation of key provisions.  

Allowing these businesses to enter the small group market in 2016 can offer a wealth of benefits, 
both to firms that already offer health insurance and those shopping for coverage for the first time. 
These employers will no longer be charged more for insurance based on the gender or health status 
of their workers, and new limits will be in place to control how much more a business can be charged 
for its older workers. Employers will have peace of mind knowing each insurance plan in the small 
group market covers all essential health benefits. This means small employers and their workers will 
no longer have to worry about reading the fine print in their health insurance plans to find out if they 
are covered for basic benefits, such as emergency room visits.  

What’s more, this expansion has the potential to bring a wave of growth next year to the small 
business marketplaces, which is crucial for the success of SHOP. As many of these businesses already 
offer health insurance benefits to their employees, these firms have a higher incidence of both 
employer and employee familiarity with health insurance. These will be firms that have more time 
and human resources to engage in SHOP, as opposed to businesses with less than 50 employees. 
We’ll also see more broker involvement in SHOP as firms of this size are more likely to utilize the 
help of agents. These firms mean more to a broker’s book of business and their incomes. If 
lawmakers take congressional action to delay or seek to undo this provision, then we would prefer to 
see a one-year delay of expansion rather than doing away with this requirement entirely. 

•! Fully implementing employee choice. Employee choice is key in distinguishing the new 
insurance marketplaces from the outside health insurance market. Small business owners want this 
feature. Small Business Majority’s scientific opinion polling found two-thirds of small employers 
believe allowing employees to choose among multiple carriers is an important element of the 
healthcare marketplaces. 
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In June 2014, the Obama administration released a rule allowing states to delay the implementation 
of employee choice in the new small business health insurance marketplaces until after 2015. The 
rule, which has unfortunately allowed half of the statesviii with federally-run programs to opt out of 
the ACA-mandated requirement that SHOP marketplaces allow employees to choose among multiple 
insurance carriers, harms small businesses in those states by putting them at a competitive 
disadvantage to big businesses, as well as small businesses in other states that are able to offer a 
choice of plans to their employees.  

By including employee choice in all the SHOP marketplaces as soon as possible, the Affordable Care 
Act can reverse a longstanding market trend that has left small employers on unequal footing for too 
long. These kinds of benefits have historically been reserved for large businesses and public 
employees, while small businesses often have to offer a “one-size-fits-all” plan with added 
administrative hurdles.  

•! Simplifying and expanding the ACA tax credit. See above. 

•! Continuing to support and fully fund maximum outreach efforts to communicate the 
benefits of the individual healthcare insurance marketplaces for those businesses and 
self-employed people who are not in a position to purchase employer-sponsored 
coverage. There are many small businesses that are not in a financial position to purchase 
employer-sponsored coverage. It is important for the owners of these businesses and their employees 
to understand their options for coverage in the individual healthcare insurance marketplaces. 
Moreover, none of our nation’s 22 million self-employed people, 30% of whom have not traditionally 
had health coverage, are eligible to purchase coverage in SHOP, so they have the same need to learn 
about their options in the individual healthcare insurance marketplaces. It is imperative that the 
government continue to support maximum outreach and education efforts to inform small 
businesses and the self-employed about all of their options. 

•! Passing healthcare tax equity for the self-employed. See above. 

Investing*in*America’s*Infrastructure*is*an*Investment*in*our*Economic*Future*
Infrastructure is critical to driving business growth, entrepreneurship and job creation, from both an 
access standpoint and on the demand front. Infrastructure investments like broadband support the 
growth of a vibrant freelance and entrepreneurial economy that relies on the Internet for access to 
markets, customers and services to support operations. Likewise, investing in the nation’s roads, bridges 
and other physical infrastructure also support access, while at the same time creating demand 
opportunities for the goods and services small businesses have to sell. We must have a national 
infrastructure investment strategy that includes: 

•! Passing the Community Broadband Act. The Community Broadband Act (S. 240) seeks to help 
local towns set up public alternatives to big Internet providers such as Comcast or Verizon. It would 
amend the nation's signature telecommunications law—the Communications Act—to make it illegal 
for states to prohibit municipal broadband through new regulations or state legislation. Allowing 
cities to set up municipal broadband services would allow more people in rural and low-income area 
gain access to Internet—something small business owners need.  

While broadband provides critical access to economic opportunities, jobs and innovation, 
approximately 19 million Americans still lack access. This means many entrepreneurs are not getting 
the broadband services they need to help their businesses thrive. Small businesses agree it’s time to 
address this problem so entrepreneurs in underserved areas can gain the access they need to 
markets, customers and services to support their operations. 

What’s more, there are many things local municipalities can do to make their location more inviting 
to broadband investment. One basic idea is to ensure local municipalities are laying more fiber cables 
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whenever there are structural upgrades to streets and sidewalks.  If they are already doing 
construction on a piece of road, why not lay fiber and upgrade the infrastructure at the same time.  

 

Figure 4: Small businesses support a nationwide wireless network 

 

 

•! Expanding access to shared workspaces, accelerators and incubators that provide the 
physical and operational infrastructure for entrepreneurs to start and grow new 
businesses. In its 2014 budget, the SBA was given nominal resources to help seed the growth of 
more of these types of institutions—often part of local and regional clusters initiatives—that provide 
infrastructure and resources for startups and entrepreneurs and remove some of the barriers that 
have traditionally made it harder to start and achieve success. As it has done with other economic 
development tools like clusters, Congress should appropriate resources to expand these efforts and 
encourage multi-federal agency initiatives that will seed the most effective partnerships and 
resources at the regional and local level among both government and non-government organizations. 

•! Creating a sustainable infrastructure financing 
entity to drive continued investment from the 
public and private sectors into the nation’s roads, 
bridges and other infrastructure. Investment in our 
nation’s infrastructure is an investment in America, pure 
and simple. This would create tremendous opportunities 
for small businesses. About 147,000 of our country’s 
605,000 bridges are failing. One-third of America’s major 
roads are in poor or mediocre condition. There are 4,000 
dams in need of repair and 36% of our urban highways are 
congested.ix Rebuilding America’s roads, bridges and 
schools offers tremendous opportunities to small business. 
Not only do they participate in building projects and their 
supply chain, they run the hotels, coffee shops, restaurants 
and other businesses that serve people working on those 
projects. In fact, Small Business Majority’s polling found 69% of small business owners favor 
investing $50 billion in infrastructure projects that would create jobs, and 59% support the creation 
of a National Infrastructure Bank to help fund infrastructure like roads, bridges and water systems, 
via private and public capital. 

•! Reauthorizing long-term funding for the Highway Trust Fund. Similarly to a National 
Infrastructure bank, reauthorizing the Highway Trust Fund would support small business access  
to customers and vendors while creating demand for the goods and services small businesses have  
to sell. 
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Strengthening*and*Supporting*the*Growing*Freelance*Economy*
Freelance entrepreneurship is a potent force for positive 
change in every aspect of creating and sustaining a 
thriving society and economy—from addressing long-
term unemployment to providing high quality jobs to 
helping revitalize distressed neighborhoods. So long as it 
is not merely a way to avoid a W-2 employment 
relationship, a healthy freelance ecosystem can provide 
an innovative and singular pathway for women, 
minorities, youth, veterans, disabled people and 
immigrants to enter the mainstream American economy 
and build income and independence. 

There are an estimated 17 million fully employed 
freelancers, up from 10.3 million in 2005, in fields 
ranging from artisans using Etsy to sell their goods 
online, to graphic designers and home inspectors working 
out of home offices. These numbers are expected to keep rising, to the point that the self-employed are 
projected to outnumber traditional full-time workers within the next decade. The economic potential of 
these entrepreneurs extends well beyond personal financial stability. They have a positive impact on the 
cities and neighborhoods where they work. Freelancers’ and contractors’ desire to congregate and swap 
ideas leads to neighborhood change and revitalization by stimulating pop-up and ad hoc communal, per 
diem rental office space in underused or upper-floor buildings, by making their neighborhood cafes and 
restaurants a focal point for social interactions and by supporting other entrepreneurs who provide 
services like food trucks and espresso cart operators. We need to do all we can to ensure this economy 
flourishes by: 

•! Identifying and fixing tax issues unique to freelancers. Congressional tax-writing 
committees should study the growth of the freelance economy and hold hearings to identify the 
unique tax challenges freelancers face. As this sector grows, the tax code that affects it should be 
modernized and amended to resolve vexing tax problems faced by freelancers and the self-employed. 

•! Passing healthcare tax equity for the self-employed. See above. 

•! Continuing to support and fully fund outreach efforts to communicate the benefits of 
the individual healthcare insurance marketplaces to the self-employed. None of our 
nation’s 22 million self-employed people, 30% of whom have not traditionally had health coverage, 
are eligible to purchase coverage in SHOP, so they must learn about their options in the individual 
healthcare insurance marketplaces. It is imperative that the government continue to support 
maximum outreach and education efforts to the self-employed about all of their options. 

•! Passing the FAMILY Act to provide partial wage replacement for the self-employed to 
handle serious health conditions for themselves and family members. The Act would 
establish the first national insurance program that would provide workers, including the self-
employed with a basic level of work and earnings history, with partial wage replacement for up to 12 
weeks to take care of their own serious health condition, the serious health condition of a family 
member, the birth or adoption of a child or to address certain issues related to family members’ 
military service.  

•! Supporting easy-to-implement mechanisms for the self-employed to access 
family/medical leave and retirement benefits. Being self-employed means that the burden of 
providing benefits falls directly on the individual. However, there are a number of proposals at the 
federal and state level that would use payroll deduction systems to enable small business employees 
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to contribute to funds for paid time off to deal with family and medical needs or contribute to 
retirement plans. These proposals must include easy-to-use mechanisms that allow the self-
employed to take advantage of the same programs. 

•! Passing the Community Broadband Act. The Internet has opened the door for freelancers to 
flourish—extending their reach and potential base of clients exponential. Access to broadband will 
allow this economy to grow even more. The Community Broadband Act (S. 240) seeks to help local 
towns set up public alternatives to big Internet providers such as Comcast or Verizon. It would 
amend the nation's signature telecommunications law—the Communications Act—to make it illegal 
for states to prohibit municipal broadband through new regulations or state legislation. Allowing 
cities to set up municipal broadband services would allow more people in rural and low-income area 
gain access to Internet. While broadband provides critical access to economic opportunities, jobs and 
innovation, approximately 19 million Americans still lack access. 

•! Expanding access to shared workspaces, accelerators and incubators that provide the 
physical and operational infrastructure for entrepreneurs to start and grow new 
businesses. In its 2014 budget, the SBA was given nominal resources to help seed the growth of 
more of these types of institutions—often part of local and regional clusters initiatives—that provide 
infrastructure and resources for startups and entrepreneurs and remove some of the barriers that 
have traditionally made it harder to start and achieve success. As it has done with other economic 
development tools like clusters, Congress should appropriate resources to expand these efforts and 
encourage multi-federal agency initiatives that will seed the most effective partnerships and 
resources at the regional and local level among both government and non-government organizations. 

Raising*the*Minimum*Wage*Raises*Demand*for*Small*Firms’*Products*While*Creating*
a*Level*Playing*Field*
Creating a fair minimum wage is essential to the vibrancy of the small business economy by ensuring the 
demand for small business products and services, reducing the burden on public assistance programs and 
leveling the playing field for small businesses that understand the need for properly-compensated 
workers. Policy changes include: 

•! Increasing the national minimum wage to $12 per hour and indexing it to the cost of 
living thereafter. Small Business Majority’s polling has shown small business owners support 
raising the minimum wage. In fact, our latest polling found 60% of small businesses support raising 
the minimum wage to $12 and adjusting it annually to keep pace with the cost of living. 
 
Figure 5: Small businesses support a $12 minimum wage 

 

 
Some have claimed that raising the minimum wage would strain small firms because they wouldn't 
be able to afford to pay their workers more. However, Small Business Majority’s poll found 82% of 
small businesses already pay their workers more than the minimum wage. In addition, more than 
half of small business owners agree increasing the minimum wage would make consumers more 
likely to spend money, driving up demand for goods and services at small businesses. The poll also 
demonstrated small business owners’ belief that raising the minimum wage would reduce the burden 
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on public assistance programs and level the playing field for small businesses that understand the 
need for properly-compensated workers. 

•! Increasing state and local minimum wages to sustainable levels consistent with the 
cost of living in those communities. In the face of congressional inaction, many states and 
localities are choosing to raise their local wages above the federal minimum wage. Small business 
owners recognize the benefits to their business and local economies when lower-wage workers have 
the money they need to spend on essential goods and services at small businesses, and as a result, 
many support state and city efforts to raise the minimum wage and adjust it yearly to keep pace  
with inflation. 

Supporting*Better*Workforce*Training*and*Retention*
Small businesses face particular challenges when it comes to 
finding skilled workers. Not only do they lack the robust 
resources to create job-specific training programs, but they 
also are limited in their capacity to search and compete for or 
relocate workers for the jobs they need to fill. With that, we 
need to support strategies and solutions that leverage 
education and training resources at the local and regional 
level that  
are closely aligned with the needs of small businesses.  
This includes: 

•! Expanding internship and mentoring programs 
to create career paths for youth, and ensure 
access to skilled, entry-level workers for small 
businesses. Small employers are having a difficult time 
filling entry-level job vacancies. Given that 6.7 million 
young Americans are both out of school and out of work, we have a unique opportunity to match 
young people ready and willing to work with employers who need their help to build and secure their 
business future—and with them, a stronger economy. But, small business owners need help 
connecting these programs.  

•! Supporting regional economic clusters/partnerships that include educational 
institutions with the resources to provide industry-focused training and skills 
development. In communities all across the country, there are resources that can help small 
businesses grow and create jobs, but often these resources are provided by various public and private 
organizations, and lack the overarching coordination that make them most accessible to 
entrepreneurs in their community. At the same time, individual small businesses alone, unlike their 
big business counterparts, lack the scale and leverage to attract the resources often needed for 
success. This is where economic clusters have begun to make a difference. These “institutions” 
provide coordination and collaboration to bring these resources together and make them more 
accessible—including skills training, entrepreneurial education, technical expertise, mentoring, 
access to capital and investors and paths into supply chains and commercialization of products. 

In a July 2014 report, the Initiative for a Competitive Inner City looked at the relationship between 
clusters, small business growth and urban economic growth in the nation’s 10 largest cities.x Their 
analysis found that in aggregate, clusters in those 10 cities grew roughly three times faster than their 
metro area economy from 2003-2011. Their analysis also found that involvement of local 
governments may be one of the catalysts for the success of clusters. Additionally, a two-year progress 
report on the SBA’s Regional Innovation Clusters Initiative, a pilot program launched in 2010 
supporting 10 individual clusters across the country, found a similarly interesting economic impact.!xi 
Total employment by the small business participants in the 10 pilot clusters grew an average of 18%. 
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The participants also reported increases in average revenue and payroll that exceeded most regional 
benchmarks for small businesses in their areas. 

Since the launch of SBA’s pilot initiative, that agency, along with the Department of Commerce and 
Department of Labor have led a federal initiative to seed and support more than 50 clusters across 
the country. This is an example of an effective role for the federal government to play in economic 
development. With nominal funding and coordination, rather than separate initiatives, these 
agencies are bringing together the local and regional public and private partners needed to spur 
cluster formation and growth, and as a result create a stronger environment for small business 
success and economic growth.  

There is a growing library of data showing that clusters can be highly effective strategies when it 
comes small business, job creation and economic growth. These interagency efforts need to be 
supported, funded and expanded—targeting both rural and urban areas—by Congress and the 
Administration. 

•! Supporting easy-to-implement mechanisms for small business employees to access 
family/medical leave and retirement benefits. Small businesses do not have the same HR 
infrastructure as large businesses. This puts them at a disadvantage in implementing and managing 
employee benefits programs and therefore at a disadvantage in attracting and retaining employees. 
There are a number of proposals at the federal and state level that would use existing payroll 
deduction systems to enable small business employees to contribute to a fund and then use the 
proceeds from that fund to take paid time off to deal with family and medical needs. In polling done 
by Small Business Majority, 59% of small business owners support proposals to set up publicly 
administered family and medical leave insurance pools funded by employee payroll deductions (with 
only 19% opposed). 

Figure 6: Small businesses support family medical leave 

 
Lawmakers should move forward with the president’s plan to expand retirement savings plans to 
U.S. workers, which would overwhelmingly benefit small business owners and their employees. 
Our!opinion pollingxii found small business owners struggle to offer retirement savings programs, but 
want to offer this benefit to their employees because it helps them attract and retain talent and has a 
positive impact on employee attitude and performance. 

•! Passing the FAMILY Act to provide partial wage replacement for small business 
employees to handle serious health conditions for themselves and family members. See 
above.  

•! Implementing the president’s plan to make two years of community college and 
technical school free to responsible students, which would help address our nation’s 
crippling youth unemployment, and small business owners’ struggle to find qualified 
workers. The America's College Promise Proposal and the American Technical Training Fund 
would help more Americans gain the education and skills they need to succeed, we will foster better 
workforces, which will bolster small employers and our economy as a whole.  
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The two proposals—the America's College Promise Proposal and the American Technical Training 
Fund—will help the numerous small business owners across the country who are hiring but struggle 
to find qualified workers with the right skills set. The America's College Promise Proposal would 
provide two free years of community college for responsible students and the American Technical 
Training Fund will expand innovative and high-quality training programs across the U.S. while 
encouraging work-based learning opportunities, providing accelerated training and accommodating 
part-time work.  

We know from our scientific opinion pollingxiii that many small business owners are interested in 
programs like these that help address the job skills gap by expanding apprenticeships and work-
based training. In fact, our polling found 55 percent of entrepreneurs say they're interested in 
employing apprentices through a structured training program, and more than 6 in 10 support 
implementing an on-the-job training program for employees. 

•! Implementing studies that ensure Workforce Innovation & Opportunity Act (WIOA) 
programs are meeting small business and worker needs. As workers receive training 
through schools, workplaces, and other means under WIOA, we must ensure they do so with skills 
that address local small business needs. For small businesses, which often require a particular type 
of training or specific set of skills, ensuring training matches the needs of business is especially 
important. Businesses that rely on innovative or emerging technologies similarly need workers with 
modern skills and familiarity with new technology. Accordingly, conducting a study in coordination 
with the agency directors charged with implementing WIOA on how effectively workforce 
development aligns with business needs, as allowed under Sec. 169(b)(4)(C) of WIOA, will help 
ensure we support workers and evaluate the effectiveness of WIOA programs for small employers.  

Also, WIOA implementation should take full advantage of the strong provisions within the Act to improve 
efforts to match apprenticeships with employers, particularly small employers. 

Investing*in*the*Clean*Energy*Economy*Creates*Jobs,*Opportunities*
Investments in clean renewable energy and energy efficiency are seen by a majority of small business 
owners as important to boosting our economy and creating jobs. Not only do these investments drive 
innovation and cost savings, but they also create growth opportunities, not just in energy-related sectors, 
but also other industries. Additionally, these investments help address small business disruptions 
stemming from extreme weather (1 in 5 respondents to a recent Small Business Majority survey reported 
having to lay off workers as a result of disruptions caused by extreme weather). A national economic 
growth strategy must invest in a clean energy economy by: 

•! Ensuring smart implementation of EPA’s Clean Power Plan in every state to maximize 
small business benefits. Our opinion polling found the 
majority of small businesses owners support strong 
national standards to increase energy innovation. In fact, a 
vast 87% of entrepreneurs agree improving innovation and 
energy efficiency are good ways to increase prosperity for 
small firms. 

What's more, entrepreneurs overwhelmingly support the 
Environmental Protection Agency limiting carbon 
pollution. Three-fourths support the EPA's limits on 
carbon pollution that cause climate change. More than half 
of all small businesses support the EPA limiting carbon 
pollution from existing power plants, and 76% are in favor 
of requiring new power plants to reduce carbon 
pollution.xiv 
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 Figure 7: Small business support for limiting carbon emissions 

 
 
Small business owners believe strong standards will spur innovation, create market opportunities 
and save them money by cutting energy costs. That's why they believe it’s important to implement 
the new EPA rules in every state under the Clean Power Plan in a manner that will prompt 
innovation and stimulate small business and the economy. 

Furthermore, small employers realize carbon pollution is linked to climate change and extreme 
weather. And more and more, extreme weather has been hitting them where it hurts most. Small 
Business Majority polled a random sample of small businesses and found climate change and 
extreme weather events are causing financial hardships for small employers and some have even had 
to lay off employees after being impacted.  

The bottom line is that entrepreneurs believe forward-thinking policies that improve energy 
efficiency and increase the use of renewable resources is good for business. It saves them money. It 
creates economic opportunity. It will reduce the effects of climate change and extreme weather that 
is wreaking havoc on their businesses and their bottom lines. 

•! Supporting state efforts to maintain and expand renewable energy and energy 
efficiency standards. Our opinion polling found nearly two-thirds of small business owners agree 
the expanded use of renewable energy sources can help small businesses lower their utility bills and 
can provide new business opportunities for entrepreneurs. Efforts should be made to protect the 
gains states have already made in expanding these efforts. In addition, individual states that seek to 
push further in these efforts should be encouraged and supported.  

•! Strengthening government tracking and data on the economic impact of extreme 
weather incidents on small businesses to ensure effective assistance and response 
programs, while also providing resources to states and localities to help small 
businesses deal with extreme weather. According to the Federal Emergency Management 
Agency, more than 25% of businesses do not reopen after a disaster. Of those that reopen, only 29% 
were still operating after two years. And, those who lost their information technology for nine days or 
more filed for bankruptcy within one year. These data points are startling. Just when a community 
needs its local small businesses to help drive economic recovery and deliver essential goods and 
services, those businesses are at their most vulnerable.  
 

 Figure 8: Small businesses are heavily impacted by extreme weather events 
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The federal government provides an array of resources to help during an emergency response period. 
But, questions remain on overall preparedness efforts in advance of disasters, and the effectiveness 
of the federal government’s resources aimed at long-term economic recovery is not clear. Look no 
further than the impact of Superstorm Sandy in the Northeast to raise questions over whether all the 
lessons learned have been applied from Hurricane Katrina along the Gulf Coast. 

Not only will a better assessment of economic impact following disasters be useful in strengthening 
federal assistance programs, but just as importantly, it can inform policies that impact 
environmental, energy and infrastructure investments and decisions before disasters occur. 
Additionally, more support should be given to state and local governments to help small businesses 
recover from extreme weather events.  

•! Strengthening investments by federal agencies to spur growth and support small 
businesses that are key players in the clean energy economy’s supply chain through 
economic clusters and other programs. See above points on economic clusters. 

Fixing*our*Broken*Immigration*System*Will*Lead*to*A*More*Skilled*Workforce*&*
Stronger*Economy*
While comprehensive immigration reform is a goal supported by Americans and small business owners 
across the political spectrum, its enactment has continued to be stifled in our current political 
environment. This inaction has created challenges for small businesses and reinforced barriers to growth. 
We must ensure a stable long-term, high-skilled workforce and recognize that immigrants create small 
businesses and the jobs that accompany them at twice the national average, by: 

•! Passing a comprehensive immigration law guaranteeing eventual citizenship for those who play by 
the rules and contribute to our economic success, coupled with appropriate and reasonable 
employment verification provisions. Small Business Majority’s scientific polling found 87% of small 
businesses support requiring undocumented immigrants with no criminal record to register for legal 
status, pass a background check, learn English, pay a fine and pay taxes.xv A vast three-quarters agree 
we would be better off if people who are in the country illegally became legal taxpayers, so they pay 
their fair share and can work toward citizenship in the future. And three in four owners support 
revamping the guest worker system to create a new worker visa, eventually letting immigrants move 
beyond temporary status and switch employers to protect themselves against unscrupulous ones.  

 

 

Figure 9: Small businesses support creating an earned path to citizenship 
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Additionally, any employment verification process, such as E-Verify, which some businesses use to 
check whether the documents provided by employees match information in government databases, 
must include exceptions and modified provisions for very small businesses. Without those 
accommodations, the regulatory paperwork could become too burdensome for very small firms. 

These reforms are embodied in a bipartisan immigration bill passed by the U.S. Senate. If passed by 
the House of Representatives, comprehensive immigration reform will help small business owners 
needing to employ immigrants feel more comfortable about their hires, give immigrants who want to 
become small business owners the opportunity to do so and put much-needed tax dollars into our 
country's coffers, helping the economy on the whole. 
 

 
Figure 10: Entrepreneurs see importance of legally admitting high and low 
skilled immigrants to U.S. 

 
Entrepreneurs want movement on our broken immigration system because it can lead to a more 
stable workforce and benefit their businesses and the economy. One in five entrepreneurs surveyed 
was born to immigrant parents, and 1 in 10 is an immigrant. More than 20% have direct experience 
using legal immigrant labor, and by a 10:1 ratio they say the experience was a positive one. Of 
employers who have hired immigrants, a combined 41% say some of the biggest challenges they face 
when using immigrant labor revolve around legal aspects of doing so. That’s why it’s so critical to 
improve our immigration system and make it easier for employers to understand and comply with 
rules. Congress should spend its time working toward a comprehensive solution to the nation’s 
immigration problem, rather than trying to tear down the president’s executive actions. 

•! Supporting the implementation of the president’s recent executive orders and 
expanding the existing H-1B visa program to allow more visas for low-skilled workers. 
Having access to a qualified workforce is of paramount importance to entrepreneurs looking to grow 
and expand their businesses. Our scientific opinion poll found 1 in 5 small business owners who have 
hired immigrants say it’s because they can't find enough U.S. citizens to fill jobs. The president’s 
executive actions, signed Nov. 20. 2014, included a program to facilitate visas for workers in STEM 
fields and made some enhancements to the skilled worker H-1B visa program, but we still need to 
ensure access to all the workers small businesses need, across all skill levels. Congress should further 
expand the existing H-1B visa program for highly skilled workers and allow more visas for low-
skilled workers, as well. 
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Growing*the*Economy*by*Supporting*Export*Opportunities*
Small and medium-sized firms account for 98% of all U.S. exporters, but represent less than one-third of 
the known value of exports of U.S. goods, according to the U.S. International Trade Administration. 
Foreign markets represent a significant growth opportunity for many U.S. small businesses—96% of the 
world’s consumers live outside the United States and two-thirds of the world’s purchasing power is in 
foreign countries—and they must have the tools and resources needed to take advantage of this potential. 
We must ensure small businesses have the opportunity to compete in the global market by:  

•! Long-term reauthorization of the Export-Import Bank, recognizing that nearly 90% of 
its transactions in 2014 were to support small businesses.xvi  The Ex-Im Bank gives small 
businesses an edge by leveling the playing field between small firms and their larger counterparts. 
The bank fills in the gaps offered by traditional financing, by partnering with private-sector lenders 
to provide loans and credit to aid foreign purchasers in buying American-made goods. Many small 
businesses rely on the bank because commercial lenders typically don’t support small businesses in 
this area. 
 

 Figure 11: Number of Ex-Im Bank transactions in 2014 

 
 
The bank has become an increasingly important resource for the small business community, 
financing more small business exports in the last five years than in the previous 11 years combined. 
Without it, many small business owners say they wouldn’t be able to compete internationally.  

•! Ensuring that small businesses in every state can access resources to help them export 
by reauthorizing the State Trade and Export Promotion (STEP) program and by 
continuing to strengthen export counseling through locally- and regionally-based 
organizations. The STEP program was among the programs to spur job creation that were 
included in the Small Business Jobs Act of 2010. However, this program, which has generated a 15:1 
return on investment and supported more than $900 million in small business exports, expired in 
September 2013. STEP should be reauthorized and funded to continue to grow and maximize 
exporting opportunities for small businesses across the country.  

Additionally, the Small Business Jobs Act of 2010 mandated that SBA provide a Trade Counseling 
Certification program for Small Business Development Center and Women’s Business Center staff 
across the country. This is an important certification program that should be supported, funded and 
expanded to include other local and regional small business resource partners and centers. This, 
along with increased support for the more than 100 Department of Commerce Export Assistance 
Centers, will ensure that critical export counseling and information is available to small business 
owners in communities all across the country and that it is coordinated across federal agencies and 
creates a more seamless network of resources, rather than a confusing bureaucracy of separate 
agencies, for small exporters. 
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A 2013 National Small Business Association/Small Business Exporters Association survey showed a 
significant increase among non-exporters who said they would be interested in starting to export 
their goods or services—63% compared to just 43% in 2010. But, these same respondents cited that 
the main barrier is a lack of information and an unclear understanding of where to start. This is a 
barrier we can overcome. Strengthening counseling services through the Department of Commerce 
and SBA, along with the Export-Import Bank and the STEP program, have a critical role to play in 
helping small businesses learn how to start exporting and maximize the potential of foreign markets. 
 

 Figure 12: Increase in interest to export goods and services 
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Conclusion*
There is no denying the impact our 28 million small businesses have on our economy. Yet, small 
businesses too often find their needs being subordinated to those of big business, and sometimes even 
hijacked to support ideologically driven polices that don’t benefit them. Moreover, policymakers fail to 
recognize the rapid expansion of our new Internet-driven freelance economy, where much of the dynamic 
and innovative entrepreneurial activity happens today. 

Until we recognize and support the vital role of small businesses and it’s importance to the functioning of 
a truly inclusive economy, we’re not giving our economy the best chance to flourish. We must have a clear 
economic agenda that ensures we’re creating an environment where small businesses thrive, that provides 
the resources for small businesses to succeed and that ensures an economy that works for everybody. 
Focusing on small businesses and entrepreneurs is the surest way to drive the nation’s growth, job 
creation and competitiveness.  

Partisan gridlock has paralyzed Washington, yet there are things that can be done right now that can help 
us regain our economic footing. The Agenda for America’s Economic Future outlines solutions to our 
near-term challenges and includes strategies for long-term growth.  

If policymakers move on even a few of these measures, we will begin to see greater certainty and 
opportunity for small businesses and entrepreneurs, and with them, our economy. 
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