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Panel Endorses Bill to Overhaul Small-Business Regulation

By Joanna Anderson & Geof Koss, CQ

Friday, July 8, 2011

A House panel signed off Thursday on a regulatory overhaul measure aimed at easing the financial burden of federal regulations on small business.

Supporters of the proposal tout it as a means to lift onerous government regulations that stifle economic growth, but opponents warn that its changes are too sweeping.

The Judiciary Committee approved the GOP bill (HR 527, the Regulatory Flexibility Improvements Act of 2011) by an 18-8 vote. No panel Democrats backed the proposal.

“Jobs are the key to economic recovery, and small businesses — not government regulatory agencies — are the job creators in America,” said bill sponsor and panel Chairman Lamar Smith, R-Texas, noting the cost of regulatory compliance is disproportionately higher for small businesses.

But Tennessee Democrat Steve Cohen said the bill “may be a solution in search of a problem,” arguing that over-regulation has not caused unemployment, but a lack of financial regulation allowed the kind of “reckless private sector behavior” that led to the economic crisis.

This bill “goes too far” in lifting regulations, Cohen said.

The legislation would give the Small Business Administration (SBA) new rule-making authority to ensure federal agencies are complying with a law that requires they be flexible in taking regulatory action against small businesses. The 1980 law (PL 96-354) has long been criticized by industry as ambiguous and ineffective.

Smith’s bill would address that by directing the head of the SBA’s Office of Advocacy to issue rules “governing agency compliance” within 270 days of enactment. It also would grant the office new authority to intervene in agency rulemaking.

The office was created by Congress in 1976 to serve as a liaison between companies and the executive branch. It has long been criticized by consumer advocates for being too close to industry.

On Thursday, the Judiciary panel rejected Democratic efforts to scale back the impact of the bill, including amendments that would have exempted any rulemaking to carry out the 2010 health care law (PL 111-148, PL 111-152) and recently enacted food safety overhaul (PL 111-353) measures from changes made by the bill.

The bill also would require agencies to assess “indirect” impacts on small businesses in addition to the “direct” effects already required, a provision Democrats have derided as too vague. In addition, the bill would require agencies to periodically review regulations, and it would explicitly allow industry to challenge agency actions in court.
