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Under the thumb of overzealous taxation and centralized regulation from an uncaring and distant government, the Founders of our nation decided to take action.  Today, after years of feeling some of the same frustrations and neglect, small businesses are taking action as well.  From coast to coast, another revolution is taking hold as small business owners, their employees, and supporters are demanding an end to one-size-fits-all regulations and arcane rules that can stifle innovation, hard work, and creativity.


Excessive federal regulatory burden is a real problem for small business, as research by the Office of Advocacy of the U.S. Small Business Administration shows.  Small businesses with fewer than 20 employees annually spend $7,647 per employee to comply with these regulations compared to the $5,282 spent by larger firms.  That is a 45 percent greater burden just to comply with federal mandates, and it does not count costs associated with state and local regulations.
Any small business owner on Main Street will tell you that a major part of their regulatory burden comes from state government.  However, not every state requires its regulators to be sensitive to how their mandates affect small business.  That reality prompted a movement designed to create local regulatory flexibility.  My office drafted model legislation for consideration by the states that mirrors the federal Regulatory Flexibility Act.  That act requires agencies to analyze the economic impact of a proposed regulation on small business and to consider less burdensome alternatives that still accomplish the agency regulatory goal.
Since the introduction of the model legislation, 37 state legislatures have considered regulatory flexibility legislation, and 21 states have implemented regulatory flexibility via Executive Order or legislation.  This year, 13 states have introduced legislation; Governors in Arkansas, Maine, Tennessee, Texas, and Washington signed regulatory flexibility legislation into law and the Hawaii legislature recently passed a bill to improve their state statute.

Illinois provides an example of how regulatory flexibility can inject common sense into state rulemaking.


The Illinois Department of Public Health proposed that indoor physical fitness facilities have an automated external defibrillator (AED) on the premises, in case of a customer heart attack.  

AEDs typically come with instructions telling an untrained user exactly what to do.  However, the proposed rule required all fitness clubs to have a trained AED staff member on the premises during open hours.  This posed a problem for 24-hour facilities, and for “key clubs” whose members have 24-hour access, even if staff is not present.


Illinois’ regulatory flexibility law allows the Department of Commerce and Economic Opportunity (DCEO) to request that agencies analyze the impact of a proposed rule on small business.  The DCEO engaged indoor physical fitness facilities and small business advocacy groups in discussions about the rule.  It then provided comments to the Department of Public Health on the impact of the rule and suggested a less burdensome alternative for small businesses.

The result was a victory for small business, which did not jeopardize the regulatory objectives.  Fitness facilities were no longer required to have a trained staff member present during open hours, but rather to have one trained member on the staff.  Life-saving AEDs are now present in all fitness centers and the small facilities that could not afford additional staff are no longer required to hire them.


That’s common sense regulation.


Critics of a flexible approach to regulation claim that small business economic analysis may require some additional work by state agencies.  The alternative is issuing new mandates without educating the public about their consequences and their benefits.


Regulations are needed to achieve important public policy goals, yet sometimes they may be unduly burdensome to America’s small employers.  Regulatory flexibility ensures that small business regulatory impacts are measured and analyzed, and that less burdensome alternatives are considered.  It’s a good government practice that helps agencies meet regulatory goals, encourages commonsense regulations, and keeps our small businesses competitive in a global marketplace.


Small business regulatory flexibility gives a voice to job-creating small businesses and provides them with an environment in which they can flourish.  For more information on the Office of Advocacy’s model bill initiative, visit www.sba.gov/advo/laws/law_modeleg.html.
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