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MEMORANDUM

TO: Members of the Committee on Small Business
FROM: Committee Majority Staff
DATE: June 16, 2023

RE: Full Committee Hearing Titled: “Reviewing the SBA's Office of Advocacy Report on
the Regulatory Flexibility Act.”

On June 22, 2023, at 10:00AM the Committee on Small Business will hold a hearing titled
“Reviewing the SBA's Office of Advocacy Report on the Regulatory Flexibility Act.” The
meeting will convene in room 2360 of the Rayburn House Office Building. The purpose of this
hearing is to examine the Small Business Administration’s (SBA) Office of Advocacy’s work
with the Regulatory Flexibility Act (RFA) and oversight of federal agency rulemaking, as well as
discuss challenges that the office faces advocating for small business within the SBA.

l. Witness

e Mr. Major L. Clark, 111, Deputy Chief Counsel for Advocacy, U.S. Small Business
Administration, Office of Advocacy

1. Background

The SBA’s Office of Advocacy (Advocacy) is the independent voice for small business within
the federal government. Advocacy serves as the federal watchdog of the RFA and oversees
agencies’ compliance with the statute. Advocacy also conducts important small business
statistical research that helps policy makers better understand issues facing small business
owners.

Advocacy provides annual estimates of the regulatory cost savings its activities provide to small
businesses in the form of foregone capital or annual compliance costs that otherwise would have



been required in the first year of a rule’s implementation.® In the most recent fiscal year, reported
costs savings from Advocacy input translated to only $73.5 million, the lowest in the last 10
years, despite both a record level of regulatory activity from federal agencies and Advocacy
engaging federal agencies at its highest rate over that period of time.?

Advocacy issues annual reports summarizing its oversight of federal compliance with the RFA.
Actions discussed include: (1) direct comment letters from Advocacy to federal agencies about
aspects of their proposed rules; (2) “regulatory roundtables” where Advocacy moderates a
meeting between small business stakeholders and federal agencies, and (3) training Advocacy
gives to federal agency staff on how to comply with the RFA. Advocacy’s most recent report
came out on May 15, 2023.2 It is clear from the report that the lack of FY2022 savings is not due
to a lack of effort on behalf of Advocacy. Advocacy submitted 37 comments and held 30
roundtables—the highest for both over the last 10 years—and trained 257 federal agency staff on
RFA, the second highest in a decade.*

In addition to its work with the RFA, Advocacy is responsible for producing research on the role
that small entities play in the economy. Compiled datasets provide information on the number of
small businesses in each state, the number of employees, jobs created by small businesses, the
industries with the most small businesses, business owner demographics, and the exports of
small businesses in each state.® This data collected by Advocacy’s Office of Economic Research
(OER), in conjunction with information collected by the U.S. Census Bureau and the Department
of Labor, is used by Advocacy to inform the positions taken by the office. It serves not only to
support information in comment letters on agencies’ rulemaking, but also to inform the
government and other stakeholders about the state of Main Street America.

1. Conclusion

In many cases, Advocacy is the only government entity considering the impacts that regulations
may have on small business owners. The owners of America’s smallest businesses face
significant challenges in understanding and complying with ever changing federal regulations.
Many of these small businesses do not have the resources to hire a dedicated staff or pay to
ensure compliance with these regulations. Empowering the RFA and nominating a Chief
Counsel for Advocacy to lead the department would enhance support of small business within
the federal government.
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