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Introduction and Context

Good morning. My name is John Tyler and for the past 14 years | have
been the General Counsel and Corporate Secretary for the Ewing Marion
Kauffman Foundation in Kansas City, Missouri. The Kauffman Foundation is
among the largest private foundations in America and our focus is on fostering
economic independence by promoting entrepreneurial success and educational
achievement.

As you know, small businesses and in particular young businesses have
been a significant driver of job growth in our nation. Kauffman research shows
that most net new job creation has historically come from businesses that are
less than five years old.! Small and young businesses also are a substantial
contributor to our nation’s economy and a major source of innovative products,
services, and processes that have not only contributed to our economy but also
to our ways of life. As such, it is imperative that U.S. policy support opportunities
for small businesses and especially that entrepreneurial subset whose
businesses are positioned for the transformative growth that keeps our nation’s
economy vibrant. | refer to these collectively as “small business” in this
testimony.

Among current policies that do not provide enough support for those
opportunities is a U.S. immigration system that does not give enough
consideration or support to economic priorities and opportunities that immigrants
provide. The STEM workforce is particularly at risk of being neglected.

Demand for STEM jobs has been growing,? but STEM businesses are
being squeezed from one end by the large number of STEM-skilled people
leaving the field because of retirement® and from the other by the decreasing
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number of native-born talent with the requisite level of knowledge and expertise
who are entering the field.* Although these problems affect our economy and
innovative capacity more broadly, they present distinct challenges for small
business.

Small Business Vulnerability Under the Current System

As this Committee knows and understands, small businesses frequently
operate on limited budgets and personal sacrifices of people driven by passion
for their business’ purpose, particularly during their early stages. Their very
survival — much less growth -- can depend on the ability to attract and retain the
right talent with the right skillsets and experience at the right time.

Thus, small businesses in STEM fields are particularly vulnerable to the
talent squeeze and workforce issues. The current immigration system too often
leaves small businesses at the mercy of an expensive process with too many
businesses competing for too few visas that take too long to process. Large
established businesses are better able to dedicate regular financial and
personnel resources to manage through the expense and bureaucracy of
meeting their workforce needs. For example, one explicit way in which the
system favors large business is that, because of their resources and regularity of
engagement, they are more likely to be recognized as “trusted employers” for
purposes of expedited processing. Even so, the current system does not meet
the workforce needs of big business either.

Policy Change Recommendations

Changes in U.S. policy regarding immigration could alleviate the
vulnerability of small business to certain workforce issues. As a result, firms may
be more likely to survive past the early years and become growth firms. More
firms and more growth will mean more jobs, more innovation, better standards of
living, and advances in human welfare just as we have experienced in prior
decades.

A 2010 article by Malcolm Goeschl highlights some of the challenges that
small companies and startups face when trying to hire prospective non-native
employees. Among these challenges are what Goeschl asserts was an apparent
USCIS presumption that no company with 25 of fewer employees, annual gross
income of less than $10 million, and/or less than 10 years old could have
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legitimate visa needs.” Such a presumption — whether actual or in practice —
hurts small business.

In addition, there are three key types of changes that will help small
business and their contributions to the American economy: changing the total of
available economically oriented visas, adding at least one new visa type, and
changing processes by which applicable visas are awarded.

Increase Number of Visas Available

With regard to quantity, there are any number of general increases that,
by helping all business will also help small business. Among these are the
following: (1) increase the annual number of H1-B visas so that supply better
matches demand and (2) remove or at least increase the national caps on
employment-based series visas. Data shows that increasing the number of H1-B
visas has a further effect on job creation as studies show that an average of
between 2-5 additional jobs are created in connection with each H1-B hired.°

More specific to small business and recognizing their unique
circumstances, it may be appropriate to target a certain number or percentage of
economy-oriented STEM visas for small business, based possibly on number of
employees, overall revenues, and/or investment capital resources. This step
would position small businesses to choose between competing with each other in
this realm rather than with big business but without hurting big business.

New Class for STEM Graduates of U.S. Universities

Along with more visas, another change that would help small business by
helping all business would be allowing foreign students who receive graduate or
even bachelors degrees in STEM disciplines from U.S. colleges and universities
to have a predictable, certain path to permanent residency, either by
automatically providing green cards upon graduation or at least providing a
temporary visa that automatically leads to permanent status upon satisfaction of
certain conditions.

These visas could have at least four outcomes beneficial to the U.S.
economy. First, they would permit U.S. employers to more readily access this
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talent to help meet their employment needs. Second, these visas would
presumably permit broad portability, which will help protect against below market
wages and working conditions and permit professional advancement and
enhanced contributions through promotions and job moves. Moreover, there
would not be the same incentives to restrict portability in order to protect the
initial employer’s investment of funds to obtain a visa through current channels.
Third, they would permit these visa holders to become small business owners
and entrepreneurs themselves by starting and growing their own businesses, as
studies show that high skilled immigrants are more likely to do.” Finally, these
visas would better position our nation to directly harvest the fruit of seeds sown
by permitting access to the knowledge, experiences, networks, and other
benefits of a high quality education at a U.S. college or university.

Procedural Changes

Although increasing quantities and adding a class(es) could help
significantly, the benefits risk being minimized or even eliminated without
changes in how visa applications are processed. The process is too
cumbersome and time consuming for all business but is especially so for small
business, which often is not engaged in the system with enough regularity and
consistency to do so efficiently.

A more specific procedural change would better account for the inherently
changing nature of new firms, most of which are small businesses, by allowing
for portability if the originating firm goes out of business. According to Census
Bureau data, only 44% of firms founded since 2003 survive after five years.® A
person who is legally present on an H1-B or whose EB series visa is pending
should not be penalized if the business that originally sponsored them closes. If
the person has found similarly gainful employment or has started a valid
business, the Service should be required to afford them presumptive legitimate
status — not for their benefit necessarily but for the contributions they make to
their new employer or business.

Conclusion
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Other nations are increasingly eager to welcome high skilled and
entrepreneurial immigrants, particularly those trained at American institutions of
higher education.® The United States’ current approach to immigration makes it a
lot easier for those nations to succeed in this regard. While it is true that stronger
economies elsewhere can have tangential, indirect contributions for the U.S.
economy and businesses, it should not be at the expense of opportunities for
direct benefits for U.S. jobs, economic growth, innovation, and advances in
human welfare. The changes proposed here better protect those opportunities,
particularly for small business.

These proposed changes also position the United States to more actively
benefit from the growing global “brain circulation” by which knowledge and
innovation is increasingly shared among nations. Without these types of
changes, U.S. participation is more likely to be one-sided — meaning that
knowledge and innovation leaves but does not most fully benefit us by circulating
back.

Thank you for the invitation to submit this testimony and to be a part of the
Committee’s work on reforming U.S. policy regarding high skilled immigration. |
look forward to your questions.
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