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TO THE SENATE

I am returning today without my approval S. 2498, an .omnibus
bill which affects a number of Small Business Administration (SBA)
programs.

Some provisions of this bill would improve the programs
of the Small Business Administration, but several are incompatible
with the goals of controlling the growing costs of Government
and avoiding needless duplication of Federal programs.

Section 102 would authorize the Small Business Administration
to guarantee leases entered into by small business to finance
pollution control facilities. To finance these facilities,

State or local public bodies would issue tax-exempt obligations
secured by the SBA-guaranteed lease.

I am strongly opposed to the combination of a Federal
guarantee and a tax-exempt security. Federal guarantees of tax-
exempt bonds are not free. When a tax-exempt bond is issued,
the U.S. Government gives up revenues that it would otherwise
receive. This loss in revenue is a burden on all taxpayers.
Furthermore, only part of the reduction in government revenues
results in lower costs for small business. The larger part of
the loss in revenue results in benefits to those who purchase the
bonds. This expensive side effect does not contribute to the
purpose of the guarantee, which is to help small business, not
to help the purchasers of bonds.

Federal guarantees of tax-exempt obligations also create a
security which is superior to all other tax-exempt securities
issued by States and local governments, and add to the pressures
on the municipal bond market. This would result in higher
borrowing cost to States and local governments in financing their
own schools, roads, hospitals, and other essential public
facilities. Congress has recognized these problems by enacting
at least twelve separate statutes to preclude guarantees of tax-

exempt securities over the past five years.



I share the Congressional concern that small business needs
Federal assistance to comply with pollution control requirements.
But this is not the way to do it. A better method to provide
small business with access to financing for pollution control
facilities is through the Small Business Administration's water
and air pollution control loan programs. Although these relative-
ly new programs have been adequately funded in fiscal years 1976
and 1977, small business has not yet had the opportunity to fully
use them. I am therefore directing the Small Business Administra-
tion to take prompt and vigorous action to insure that these loan
programs are made fully accessible to the small business community
by working with the Environmental Protection Agency to reduce
the loan processing and certification time, clarifying and
promoting the purpose of the program, and providing necessary
technical assistance.

I am also requesting that the Environmental Protection Agency
devote special attention to pollution regulations which the
small business community believes excessively burdensome or
inequitable. The EPA has already promulgated less stringent
effluent guidelines for small plants in several industries
including dairies, electroplating, leather, seafoods, textiles,
meat processing and rendering.

Section 112 of this bill would make all small food and fiber
producers, ranchers and raisers of livestock, aquaculturists and
all other small farming and agriculture related industries
eligible for financing and management assistance from the SBA.

SBA does not now consider applications for financial assistance
made by small agricultural concerns on the basis of the statutory
prohibition against duplication by SBA of the work or activity

of other departments or agencies of the Government. Section 112



establishes that this would no longer be the case.

I will not be a partner to the promulgation of overlapping
and proliferating Federal programs.

The Department of Agriculture through the Farmers Home
Administration (FmHA) has ample legal authority to extend
financial assistance to small business enterprises. The changes
to be made by section 112 would result in duplication of efforts,
needless costs and senseless bureaucratic growth in the Federal
Government. These changes would place SBA in direct competition
with the FmHA, since SBA would be able to make loans to the
same individuals eligible for FmHA loans. This direct competition
of Federal agencies in the agricultural credit field would result
in confusion because loans of each agency would have different
terms, interest rates, and security requirements.

The legislative history of this proposal indicates that
Congress was concerned with the difficulty of small agricultural
enterprises obtaining loans from the Farmers Home Administration.
Adequate credit assistance is normally available, however, from
the Farm Credit Administration to meet the needs of farm partner-
ships, corporations and most other commercial farming enterprises.

Moreover, small agricultural enterprises can be better assisted
through amendments to the Consolidated Farm and Rural Development
Act which would:

. provide Federal credit assistance for meeting pollution

control requirements, and

. double the loan limits for farm operating and ownership

loans.
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I urge the Congress to enact H.R. 10078 and S. 3114 which
would make the required changes in the Consolidated Farm and
Rural Development Act.

The final provision of the bill which I consider inad-
visable is the statutory reassignment of duties for SBA's
Office of Advocacy. The bill would require Presidential
appointment with Senate confirmation of the Chief Counsel for
Advocacy, expand the role of the Chief Counsel from small
business counselor to a director of special studies of small
and minority business and require the Counsel to transmit
reports to the President and Congress which could not be
reviewed by other Federal agencies prior to their transmittal.

This provision would generate confusion over the authority
and responsibilities of SBA's Administrator and the Chief
Counsel for Advocacy, place responsibilities in the Chief
Counsel that are more appropriately conducted by other SBA
offices at the direction of the Administrator, and bypass
normal executive branch staff reviews which assist the President
in carrying out his responsibilities. The proposed studies can
be performed by SBA without this legislation and with whatever
outside consulting and research assistance may be required.

I recognize that other provisions in this bill would
benefit the small business community. Therefore, I am direct-
ing SBA to transmit legislation to the Congress as soon as
possible which incorporates the needed authorities of S. 2498,
together with other desirable amendments to SBA programs. I

urge prompt consideration of this legislation by the Congress.



I believe that this legislation and the other actions I
have described constitute a responsible and effective response
to the needs of the small business community and avoid needless

duplication of Federal programs and unwise financing provisions.



To the Senate:

I return herewith, without my approval, S. 2498, a bill "To amend the

Small Business Act to transfer certain disaster relief functions of the
Small Business Administration (SBA) to other Federal agencies, to establish

a National Commission on Small Business in America, and for other purposes."

Section 112 of this bill would make all food and fiber producers,
ranchers and raisers of livestock, aquaculturists and all other farming
and agriculture related industries eligible for financial assistance
from the SBA. At the present time, ordinarily SBA does not consider
applications for financial assistance made by farmers on the basis of

the statutory prohibition against duplication by SBA of the work or
activity of other departments or agencies of the Government. Section 112

establishes that this is no longer to be the case.

The Department of Agriculture through the Farmers Home Administration
(FmHA) has ample legal authority to extend financial assistance to
farmers, ranchers and those engaged in the production of aquatic organisms

under controlled or selected environments.

The changes to be made by section 112 would result in duplication of
efforts on the part of the Federal Government. These changes would
place SBA in direct competition with the FmHA since SBA would be able to
make loans to the same individuals eligible for FmHA loans. This direct
competition of Federal agencies in the agricultural credit field would
result in confusion because loans of each agency would have different
terms, interest rates, and security requirements. Experience has shown
that agricultural loans to farmers who cannot obtain the credit they
need from conventional lenders require detailed analysis and aséistance
to help assure success. The FmHA has personnel with the training and

expertise to perform these functionms.

The net result of section 112 would be contrary to the public interest
because the cost of providing this additional service would be greater
than the benefits which farmers would derive from such duplication of

effort. Therefore, I have withheld my approval of this measure.



STATEMENT BY THE PRESIDENT

I am today signing S. 2498, an omnibus bill which
affects a number of Small Business Administration (SBA)
programs. I strongly favor many provisions of this
bill which will immediately help small businesses. For
example, increases in the maximum loan limit per borrower
for certain SBA business loan programs are needed to com-
pensate for the higher cost of capital plant and equipment.

While, on balance, I favor this bill, three parts of
this legislation trouble me.

First, section 102 would authorize the SBA to guar-
antee small business leases of pollution control facilities
from State or local public bodies. To finance these facili-
ties, State or local authorities would issue tax-exempt
obligations secured by the SBA-guaranteed lease.

I have consistently opposed the combination of a
Federal guarantee and a tax-exempt security. And Congress
over the past six years has also recognized this problem
by enacting at least twelve separate statutes which preclude
guarantees of tax-exempt securities. The combination of
Federal guarantees with tax-exempt bonds increases the
revenues loss to the U.S. Government while primarily bene-
fitting the high-income purchasers of these bonds rather
than small businesses.

In addition, the provision of a Federal guarantee of
tax-exempt bonds creates a security which would be more
attractive in the capital markets than direct obligations
of the U.S. Treasury. Also, Federal guarantees of tax-
exempt obligations add to the pressures on the municipal
bond market by creating a security which is superior to
all other tax-exempt securities issued by States and local
governments. The result could be higher borrowing costs
for States and local governmental units which must finance
schools, roads, hospitals, and other essential public

facilities.
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I share the Congressional concern that small business
needs Federal assistance to comply with pollution control
requirements. But this is not the best way to do it. A
better way to provide small business with access to financ-
ing for pollution control facilities is through the SBA's
water and air pollution control loan programs. Although
these relatively new programs have been adequately funded
in fiscal years 1976 and 1977, small business has not yet
had the opportunity to use them fully. I am therefore
directing the SBA to take prompt and vigorous action to
insure that these loan programs are made fully accessible
to the small business community by working with the
Environmental Protection Agency (EPA). They will work
to reduce the loan processing and certification time,
clarify and promote the purpose of the program, and to
provide necessary technical assistance.

I am also requesting that the EPA devote special atten-
tion to pollution regulations which the small business
community believes excessively burdensome or inequitable.
The EPA has already promulgated less stringent effluent
guidelines for small plants in several industries includ-
ing dairies, electroplating, leather, seafoods, textiles,
meat processing and rendering.

These actions should help to alleviate the adverse
impact of pollution regulations on small business finances.
I hope that the Congress will recognize that this problem
can be corrected without resort to the extraordinary
authorization of Federal guarantees for tax-exempt pol-
lution control bonds. I urge the Congress to review
this guarantee program promptly along with an examination
of the growth of industrial revenue financing -- an issue

which is of much concern to municipal finance experts.
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My second concern is with Section 112, which makes all
small agricultural enterprises eligible for financing and
management assistance from the SBA. Despite widespread
Congressional concern about overlapping and conflicting
Federal programs, this new SBA program is quite similar to
that of the Department of Agriculture. The Department of
Agriculture, through the Farmers Home Administration,
and the Farm Credit Administration have ample legal authority
to extend financial assistance to small agricultural enter-
prises. I am directing the SBA and the Department of
Agriculture to insure that the overlap inherent in their
credit programs is minimized.

The legislative history of S. 2498 indicates that
Congress is concerned with the difficulty which small
agricultural enterprises often have in obtaining loans
from the Farmers Home Administration. I share this concern.
However, I believe that small agricultural enterprises can
be assisted better through needed amendments to the Con-
solidated Farm and Rural Development Act which would:

— provide Federal credit assistance for meeting pollution
control requirements and

- double the loan limits for farm operating and ownership
loans.

I urge the Congress to enact H.R. 10078 and S. 3114 which

would make these required changes in the Consolidated Farm

and Rural Development Act and to reconsider the necessity

for expanding SBA authority to finance small farms and

ranches.

Finally, I question the provision of S. 2498 which
requires Presidential appointment with Senate confirmation
of the Chief Counsel for Advocacy, redirects the role of
the Chief Counsel from small business advocate to that of
director of special studies of small and minority business
and requires the Counsel to transmit reports to the
President and Congress without prior review by other

Federal agencies.
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With these reservations, I am signing S. 2498. While
the Congress and I share a deep concern for the health of
small business and small farms, this commitment should not
result in unnecessary or inappropriate changes in SBA
programs. Therefore, I ask the Congress to join with my
Administration in reexamining the parts of S. 2498 which
concern me and take appropriate action to correct the

problems I have outlined.

Q. 7



I am today signing S. 2498, an omnibus bill which affects
a number of Small Business Administration (SBA) programs,

' (will immediately)
I strongly favor many provisions of this bill which/help

small businesses., For example, increases in the maximum
loan limit per borrower for certain SBA business loan pro-
grams are needed to compensate for the . higher | cost of

capital plant and equipment,

While, on balance, I favor this bill, three parts of this

legislation trouble me.

VFirst, section 102 would authorize tﬁe SBA to guarantee small
business leases of pollution control facilities from State or
local public bodies. To finance these facilities, State 6r
local'authorities would issue tax-exempt obligations secured by

the SﬁA-guaranteed lease.

‘I have consistently épposed the combination of a Federall
guarantee and a tax-exempt securiﬁy. And Congress over the
pést %years ‘has also recognized this problem by enacting

at least twelve separate statutes which preclude guarantees

of tag-exempt securities., The cémbination of Federal guarantees
with tax-exempt bonds increéses the revenues loss to the U.S.

Government while primarily benefitting the high income purchasers

of the these bonds tather than small businesses.

In addition, the provision of a Federal gﬁarantee of tax-exempt

.
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bonds creates a security which wouid be more attractaive

in the capital markets than direct obligations of the U.S.
Treasury.%ederal guarantees of tax-exempt obligations

S add to the pressures on the municipal bond market by
creating a security which is superior to all other tax;exempt
securltles 1ssued by States and local governments The result
could be higher borrowing costs for States and local governmentah

UNITS wier
#@s nust finance schools, roads,hospitals, and other essential

public facilities.

I share the Congressional concern that small business needs
Federal assistance to comply with pollution control requirements.
But this'is not the best way to de it. A better way to provide
small bﬁsiness with access to financing for pellution cohtrol
faciiities is through the SBA's water and air pollution control
loan prOgrams; Although these relatively new programs have.been
adequateiy funded in fiscal years 1976 and 1977, small business
has not yet had the opportunity to-use them fully. I am there-ﬂ
fore directing the.SBA to take prompt and vigorous action to
insure that‘these loan programs are made fully accessible to

" the small business community by working with the Environmental

| LTVeY wike work )
Protection Agency (EPA), N:o reduce the loan processing and

certification time, #p clarify and promote the purpose of

the program, and to provide necessary technical assistance.
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I am also reguesting that the EPA devote special attention
to-ﬁollution regulations which the small business community
believes excessively burdensome or inequitable. The EPA has
already promulgated less stringent‘effluent guidelines for
small.plants in severél industries including dairies,
electropidting;'leather, seafoods, textiles, meat processing

and rendering,

These actioﬁs should help to alleviate-the adverse impact of
pollution regulations on small business finances. I hope that
the Congress will recbgnize that this problem can be corfected
without resort to the extraordinary authorization of Federal
guarantees for tax-exempt pollutién control bonds.. I urge

the Congress ‘o review this guarantee pro‘g?%% ALO'Us
Wi Tw Aﬁygxéminétion of the grdwth of industrial revenue financing g

an issue’which is of much concern to municipal finance experts.

My second concern is with Section 112, which makes all small

agricultural-éntgﬁp;ises eligible for financing and ‘manage-=. ., : .

ment assistance from the SBA, Despite widespread Congressional
concern about overlapping and conflicting Federal programs,

' SEA :
this ;Eﬁxﬁfggram is similar to that of the Department

pf Agriculture. Co-d;u-l(nv )—;UQR
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The Department of'Agriculture,through the Farmers Home
Administration)and the Farm Credit Administration have
ample legal authority to extend financial assistance to
small agricultural enterprises. I am directing the SBA

and the Department of Agriculture to insure that the

overlap inherent in their credit programs is minimized.

The legislative history of S. 2498 indicates that Congress

is concerned with the difficulty which small agricultural

énterprises often have in obtaining loans from the Farmers

Home Administration.' I share this concern. However, I believe

that small agricultural enterprises can be

through needed amendments to the ¢onsolidated FarmAand Rural

Development Act which would:

- _provide Federal credit assistance for meeting pollution
control requirements and

- double the loan limits for farm operating and ownership loans.

S e B rdsl BB Enaet HLRY 16078 ahd &I T R g Totird

" make these required changes in the Consolidated Farm and Rural

Development Act and to reconsider the nebessity for

expanding SBA authority to finance small farms and ranches.
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Finaliy, I éuestion the provision of S. 2498 which requires
PreSidential appOintment Wlth Senate confirmation of the |
Chief Counsel for Advocacy, redirccts the role of the Chief
Counsel from small business advocate to that of director of
special s;udies of small and minority business and requires
the Counsel to transmit reports to the President-and‘Congress

without prior review by other Federal agencies,

With these reservations; I am signing S. 2498. While the
Congress and I share a deep concern for the health of small
business and small farms, this commitment.should not result
in unnecessary or inappropriate changes in SBA“programs.
Therefore, I ask the Congress to join with my Administration
in reexamining the parts of S. 2498 which concexrn meAN\&
THee A?FRoPR\ATe AcTiend o CoRRECT THE
proaLeMs T HAVR ouUTLIED.
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incorporates the needed authorities of S. 2498, together
with other desirable amendments to SBA programs. I urge
prompt consideration of this proposed legislation by the
Congress.

I believe that these legislative proposals and the
other actions I have described constitute a reasonable
and effective response to the needs of the small business
community and small farmers and ranchers and yet avoid
needless duplication of Federal programs and unwise

financing provisions.

THE WHITE HOUSE,



TO THE UNITED STATES SENATE:

I am returning today without my approval S. 2498, an
omnibus bill which affects a number of Small Business
Administration (SBA) programs. However, I strongly favor
many provisions of this bill which would help small
businesses. Therefore, I am directing SBA to send
immediately to Congress legislation which contains the
desirable parts of S. 2498 and other improvements.

While some provisions of this bill would improve
Small Business Administration programs, several others
are incompatible with the goals of controlling the growth
of government, avoiding needless duplication of Federal
programs and protecting the operation of our capital
markets. In particular, I am concerned about the extraor-
dinary authorization of Federal guarantees for tax-
exempt pollution control bonds and the extension of SBA
financial assistance to small agricultural enterprises
which are already aided by the Farmers Home Administration
and other farm credit agencies.

Section 102 would authorize the SBA to guarantee small
business leases of pollution control facilities from State
or local public bodies. To finance these facilities, State
or local authorities would issue tax-exempt obligations
secured by the SBA-guaranteed lease.

I am strongly opposed to the combination of a Federal
guarantee and a tax-exempt security. And Congress has also
recognized this problem by enacting at least twelve separate
statutes to preclude guarantees of tax—-exempt securities
over the past six years.

The combination of Federal guarantees with tax-exempt
bonds increases the revenue loss to the U.S. Government
while primarily benefitting the high income purchasers of

these bonds rather than small businesses.
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In addition, the provision of a Federal guarantee of
tax-exempt bonds would create a security which would be
more attractive in the capital markets than direct obli-
gations of the U.S. Treasury. This would circumvent the
intent of the Public Debt Act of 1941 which prohibits the
Federal Government from issuing its own tax-exempt
obligations.

Federal guarantees of tax-exempt obligations also add
to the pressures on the municipal bond market by creating
a security which is superior to all other tax-exempt
securities issued by State and local governments. The
result would be higher borrowing costs for State and
local governments who must finance schools, roads,
hospitals, and other essential public facilities.

I share the Congressional concern that small business
needs Federal assistance to comply with pollution control
requirements. But this is not the way to do it. A better
way to provide small business with access to financing for
pollution control facilities is through the SBA's water and
air pollution control loan programs. Although these
relatively new programs have been adequately funded in
fiscal years 1976 and 1977, small business has not yet
had the opportunity to use them fully. I am therefore
directing the SBA to take prompt and vigorous action to
insure that these loan programs are made fully accessible
to the small business community by working with the
Environmental Protection Agency (EPA) to reduce the loan
processing and certification time, to clarify and promote
the purpose of the program, and to provide necessary
technical assistance.

I am also requesting that the EPA devote special
attention to pollution regulations which the small
business community believes excessively burdensome or

inequitable. The EPA has already promulgated less
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stringent effluent guidelines for small plants in several
industries including dairies, electroplating, leather,
seafoods, textiles, meat processing and rendering.

Section 112 of this bill would make all small food
and fiber producers, ranchers and raisers of livestock,
aquaculturists and all other small farming and agriculture
related industries eligible for financing and management
assistance from the SBA. At present, SBA does not consider
applications for financial assistance made by small
agricultural concerns because of a statutory prohibition
against duplication by SBA of the activities of other
departments or agencies of the Government. Section 112
establishes that this would no longer be the case.

I will not be a partner to the promulgation of over-
lapping and proliferating Federal programs.

The Department of Agriculture through the Farmers
Home Administration (FmHA) has ample legal authority
to extend financial assistance to small agricultural
enterprises. In addition, adequate credit assistance is
normally available from the Farm Credit Administration to
meet the needs of farm partnerships, corporations and most
other commercial farming enterprises. The changes to be
made by S. 2498 would result in duplication of efforts,
needless costs and senseless bureaucratic competition
in the Federal Government. These changes would place SBA
in direct competition with the FmHA and the other farm
credit agencies. This Federal agency competition in the
agricultural credit field would result in confusion because
loans of each agency would have different terms, interest
rates, and security requirements.

The legislative history of S. 2498 indicates that
Congress is concerned with the difficulty which small
agricultural enterprises often have in obtaining loans

from the FmHA. I share this concern. However, rather
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than expand SBA authority to address the valid farm
financing problems, I believe that small agricultural
enterprises can be better assisted through needed amend-
ments to the Consolidated Farm and Rural Development Act
which would:

- provide Federal credit assistance for meeting

pollution control requirements and

- double the loan limits for farm operating and

ownership loans.

I urge the Congress to enact H.R. 10078 and S. 3114
which would make these required changes in the Consolidated
Farm and Rural Development Act.

The final provision of S. 2498 which I consider
inadvisable is the statutory reassignment of duties for
SBA's Office of Advocacy. The bill would require
Presidential appointment with Senate confirmation of the
Chief Counsel for Advocacy, redirect the role of the Chief
Counsel from small business advocate to that of director
of special studies of small and minority business and
require the Counsel to transmit reports to the President
and Congress without prior review by other Federal agencies.

This provision would generate conflicts between the
respective authority and responsibilities of SBA's
Administrator and its Chief Counsel for Advocacy, place
responsibilities in the Chief Counsel that are more
appropriately within the discretion of the Administrator,
and bypass normal executive branch staff reviews which
assist the President in carrying out his responsibilities.

I strongly support much of this bill since I recognize
that many provisions in this bill would benefit the small
business community. Therefore, I am directing SBA to

transmit immediately to the Congress legislation which
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TO THE SENATE

I am returning today without my approval S. 2498, an

omnibus bill which affects a number of Small Business
Administration (SBA) programs, However, I strongly févér many
provisions of this bill which would help small businesses.
Therefore, I am directing SBA to send immediately to Congress
legislation which contains the desirable parts of S. 2498 and

other improvements,

While some provisions of this biil would improve Small Business
Administration programs, several others are incompatible with
the goals of controlling the growth of government, avoiding
needless duplication of Federal programs and protecting the
operation of our capital markets. 1In éarticular, I am concerned
about the extraordinary authorization of Federal guarantees for

tax-exempt pollution control bonds and the extension of SBA

'

financial assistance to small agricultural enterprises which
are already aided by the Farmers Home Administration and other

farm credit agencies,

Section 102 would authorize the SBA to guarantee small business
leases of pollution control facilities from State or local
public bodies. To finance these facilities, State or local
authorities would issue tax-exempt obligations secured by

the SBA-guaranteed lease.

I am strongly opposed to the combination of a Federal guarantee

and a tax-exempt security. And Congress has also recognized this

problem by enacting at least twelve separate statutes to preclude

guarantees of tax-exempt securities over the pas years,

’
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The combination of Federal guarantees with tax-exempt'bonds
increases the revenue loss to the U.S. Government while
primarily benefitting the high income purchasers of the these

bonds rather than small businesses.

In addition, the provision of a Federal guarantée of tax-
exempt bonds would create a security which w0ula be more
attractive in the capital markets than direct obligations of
the U.S. Treasury. This would circumvent the intent of the
Public Debt Act of 1941 which prohibits the Federal Govern-

ment from issuing its own tax-exempt obligations,

Federal guarantees of tax-exempt obligations also add to the
pressures on the municipal bond market by creating a security
which i§ superior to all other tax-exempt securities issued
by States and local governments. The resﬁlt would be higher
borrowing costs for States and local governments who must
finance schools, road, hospitals, and other essential public

facilities.

I share the Congressional concern that small business needs
Federal assistance to comply‘with pollution control requirements.
But this is not the way to do it. A better way to provide

small business with access to financing for pollution control
facilities is througﬁ the SBA's water and air pollution control
loan programs. Although these relatively new programs have been

adequately funded in fiscal years 1976 and 1977, small business
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has not yet had the opportunlfy to use them fully., I am\there-
fore directing the SBA to take prompt and vigorous aétion to
insure that these loan programs are made fully accessible to
the small business community by working with the Environmental
Protection Agency (EPA) to reduce the loan processing and
certification time, to clarify and promote the purpose of

the program, and to provide necessary technical assistance.

I am also requesting that the EPA devote special attention
to pollution regulations which the small business community
believes excessively burdensome or inequitable. The EPA has
already promulgated less stringent effluent guidelines for
small plants in several industries including dairies,
electroplating, leather, seafoods, textiles, meat processing

and rendering.,

Section 112 of this bill would make all small food and fiber
producers, ranchers and raisers of livestock, aquaculturists
and all other small farming and agriculture related industries
eligible for financing and management assistance from the SBA,
At present, SBA does not consider applications for financial
assistance made by small agricultural concerns because of a
statutory prohibition against duplication by SBA of the
activities of other departments or agencies of the Government.

Section 112 establishes that this would no longer be the case.

I 'will not be a partner to the promulgation of overlapping

and proliferating Federal programs.
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The Department of Agriculture through the Farmers Home
Administration (FmHA) has ample legal authority to extend
financial assistance to small agricultural enterérises.

In addition, adequate credit assistance is normally avail-
able from the Farm Credit Administration to meet the needs

of farm partﬁerships, corporations and most other commercial
farming enterprises. The chahges to be made by S. 2498

would result in duplication of efforts, needless costs and
senseless bureaucratic competition in the Federal Government,
These changes would place SBA in direct competition with the
FmHA and the other farm credit agencies. This Federal agency
competition in the agricultural credit field would result in
confusion because loans of each agency would have different

terms, interest rates, and security requirements.

The legislative history of S. 2498 indicates that Congress is
concerned with the difficulty which small agricultural enter-
prises often have in obtaining loans from the FmHA. I share
this concern. However, rather than expand SBA authority to
address the valid farm financing problems, I believe that small
agricultural enterprises can be better assisted through

needed amendments to the Consolidated Farm and Rural Develop-
ment Act which would:

-  provide Federal credit assistance for meeting pollution

.. control requirements and

- double the loan limits for farm operating and ownership loans.
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I urge the Congress to enact H.R. 10078 and S, 3114 which
would make these required changes in the Consolidated Farm and

.

Rural Development Act.

The final provision of S. 2498 which [ consider inadvisable

is the statutory reassignment of duties for SBA's

Office of Advocacy. The biil would require Presidential
appointment with Senate confirmation of the Chief Counsel for
Advocacy, redirect the role of the Chief Counsel from small
business advocate to that of director of special studies of small
and minority business and require the Counsel to transmit

reports to the President and Congress without prior review by

other Federal agencies,

’

This provision would generate conflicts between the respective
authority and responsibilities of SBA's Administrator and its
Chief Counsel for Advocacy, place responsibilities in the Chief
Counsel that are more appropriately within the discretion of
the Administrator, and bypass normal executive branch staff
reviews which assist the President in carrying out his

responsibilities.

I strongly support much of this bill since I recognize that
many provisions in this bill would benefit the small business
community. Therefofe, I am directing SBA to transmit

.immediately to the Congress legislation which incorporates



the needed authorities of S. 2498, together with other
desirable amendments to SBA programs, I urge prompt

consideration of this proposed legislation by the Congress.

I believe that these legislative proposals and the other
actions I have described constitute a'reasonabie and effective
response to the needs of the small business community and
small farmers and ranchers and yet avoid needless duplication

of Federal programs and unwise financing provisions.



TO THE SENATE

I am returning today without my approval S. 2498, an

omnibus bill which affects a number of Small Business
Administration (SBA) programs, However, I strongly favor many
provisions of this bill which would help small businesses.
Therefore, I am directing SBA to send immediately to Congress
legislation which contains the desirable parts of S. 2498 and

other improvements.

While some provisions of this bill would improve Small Business
Administration programs, several others are incompatible with
the goals of controlling the growth of government, avoiding
needless duplication of Federal programs and protecting the
operation of our capital markets., In particular, I am concerned
about the extraordinary authorization of Federal guarantees for
tax-exempt pollution control bonds and the extension of SBA
financial assistance to small agricultural enterprises which

are already aided by the Farmers Home Administration and other

farm credit agencies.

Section 102 would authorize the SBA to guarantee small business
leases of pollution control facilities from State or local
public bodies. To finance these facilities, State or local
authorities would issue tax-exempt obligations secured by

the SBA-guaranteed lease,

I am strongly opposed to the combination of a Federal guarantee
and a tax-exempt security. And Congress has also recognized this
problem by enacting at least twelve separate statutes to preclude

guarantees of tax-exempt securities over the past five years.
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The combination of Federal guarantees with tax-exempt bonds
increases the revenue loss to the U.S. Government while
primarily benefitting the high income purchasers of the these

bonds rather than small businesses.

In addition, the provision of a Federal guarantee of tax-
exempt bonds would create a security which would be more
attractive in the capital markets than direct obligations of
the U.S. Treasury. This would circumvent the intent of the
Public Debt Act of 1941 which prohibits the Federal Govern-

ment from issuing its own tax-exempt obligations,

Federal guarantees of tax-exempt obligations also add to the
pressures on the municipal bond market by creating a security
which is superior to all other tax-exempt securities issued
by States and local governments. The result would be higher
borrowing costs for States and local governments who must
finance schools, road, hospitals, and other essential public

facilities.

I share the Congressional concern that small business needs
Federal assistance to comply with pollution control requirements,.
But this is not the way to do it. A better way to provide

small business with access to financing for pollution control
facilities is through the SBA's water and air pollution control
loan programs. Although these relatively new programs have been

adequately funded in fiscal years 1976 and 1977, small business
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has not yet had the Opportunify to use them fully, I am there-
fore directing the SBA to take prompt and vigorous action to
insure that these loan programs are made fully accessible to
the small business community by working with the Environmental
Protection Agency (EPA) to reduce the loan processing and
certification time, to clarify and promote the purpose of

the program, and to provide necessary technical assistance.

I am also requesting that the EPA devote special attention
to pollution regulations which the small business community
believes excessively burdensome or inequitable. The EPA has
already promulgated less stringent effluent guidelines for
small plants in several industries including dairies,
electroplating, leather, seafoods, textiles, meat processing

and rendering.

Section 112 of this bill would make all small food and fiber
producers, ranchers and raisers of livestock, aquaculturists
and all other small farming and agriculture related industries
eligible for financing and management assistance from the SBA,
At present, SBA does not consider applications for financial
assistance made by small agricultural concerns because of a
statutory prohibition against duplication by SBA of the
activities of other departments or agencies of the Government.

Section 112 establishes that this would no longer be the case.

I will not be a partner to the promulgation of overlapping

and proliferating Federal programs.
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The Department of Agriculture through the Farmers Home
Administration (FmHA) has ample legal authority to extend
financial assistance to small agricultural enterprises.

In addition, adequate credit assistance is normally avail-
able from the Farm Credit Administration to meet the needs

of farm partnerships, corporations and most other commercial
farming enterprises. The changes to be made by S. 2498
would result in duplication of efforts, needless costs and
senseless bureaucratic competition in the Federal Government,
These changes would place SBA in direct competition with the
FmHA and the other farm credit agencies. This Federal agency
competition in the agricultural credit field would result in
confusion because loans of each agency would have different

terms, interest rates, and security requirements,

The legislative history of S. 2498 indicates that Congress is

concerned with the difficulty which small agricultural enter-

prises often have in obtaining loans from the FmHA., I share

this concern, However, rather than expand SBA authority to

address the valid farm financing problems, I believe that small

agricultural enterprises can be better assisted through

needed amendments to the Consolidated Farm and Rural Develop-

ment Act which would:

- provide Federal credit assistance for meeting pollution
control requirements and

- double the loan limits for farm operating and ownership loans,
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I urge the Congress to enact H.R. 10078 and S. 3114 which
would make these required changes in the Consolidated Farm and

Rural Development Act.

The final provision of S. 2498 which I consider inadvisable

is the statutory reassignment of duties for SBA's

Office of Advocacy. The bill would require Presidential
appointment with Senate confirmation of the Chief Counsel for
Advocacy, redirect the role of the Chief Counsel from small
business advocate to that of director of special studies of small
and minority business and require the Counsel to transmit

reports to the President and Congress without prior review by

other Federal agencies.

This provision would generate conflicts between the respective
authority and responsibilities of SBA's Administrator and its
Chief Counsel for Advocacy, place responsibilities in the Chief
Counsel that are more appropriately within the discretion of
the Administrator, and bypass normal executive branch staff
reviews which assist the President in carrying out his

responsibilities,

I strongly support much of this bill since I recognize that
many provisions in this bill would benefit the small business
community. Therefore, I am directing SBA to transmit

immediately to the Congress legislation which incorporates
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the needed authorities of S. 2498, together with other
desirable amendments to SBA programs, I urge prompt

consideration of this proposed legislation by the Congress,

I believe that these legislative proposals and the other
actions I have described constitute a reasonable and effective
response to the needs of the small business community and
small farmers and ranchers and yet avoid needless duplication

of Federal programs and unwise financing provisions.


























































































































