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The following order was adopted by the Senate on February 2,
1981 and by the House of Representatives, in concurrence, on
February 4, 1981:

Ordered, That the General Court receive the report (under
Senate Order, No. 2060 of 1979) of the special committee estab-
lished for the purpose of making an investigation and study of
methods and means to stimulate the economic development of the
Commonwealth through the development and expansion of the
role of small businesses within the Commonwealth and such other
matters relative thereto which it deems reasonable and proper,
said report having been received in the office of the Clerk of the
Senate on January 23, 1981, being due on the fourth Wednesday in
April, nineteen hundred and eighty.
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It is perhaps significant of what has been the prevailing attitude
of state government toward small business that at the last
moment, in the waning days of the 1980 legislature’s debate over
the 1981 state budget, my office was requested to attempt in-
sertion of an $85,700 line item for operation of a division of small
business assistance in the Department of Commerce and Develop-
ment.

Although we were able to arrange the addition of the amount to
the total departmental budget, the lateness of the request
precluded its insertion as a specific line item and the state budget
was approved with only the hope, and not the specific
requirement, that the executive will expend such an amount in ef-
forts to support and enhance small business prospects in the
Commonwealth. Even had we been able to provide a specific line
item, it would have been the first time in history that small
business was given the importance of a separate budgetary note,
and then only to the extent of some seven percent of the total
operating budget of the Department of Commerce and Develop-
ment.

Clearly, our state has been remiss and laggard in its efforts to
deal effectively with small business as a defined entity in the
Massachusetts economy, and this was nowhere more apparent
than in the 16 hearings conducted in the first two months of 1980
throughout the state by the Senate’s Special Committee on Small
Business. While our committee members and staff were univer-
sally well-received and properly thanked for our effort as indivi-
duals, it was quite clear that owners and managers of small enter-
prises viewed us, as an organ of state government, with a high de-
gree of alienation, suspicion, and cynicism, and, in addition, often
expressed a feeling that government’s effect to date on small busi-
ness has been restrictive and retarding, mostly through taxes,
inflationary government spending, and regulatory control.
Furthermore, a number of small business people offered the
opinion that perhaps the best thing government can do is to pull
back from the economic sector altogether, obviously fearful that
new government ventures would result in more and hampering
regulatory control.

To my mind, this oppositional thinking of small business per-
sons toward state government is the key and overriding finding of

INTRODUCTION
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our committee. It represents, I think, one horn of a dilemma, the
other being that beyond government's combined restrictiveness-
apathy-ineffectiveness lie very real difficulties for small business’
existence and well-being more or less apart from public sector
tamperings: lack of moderately-priced capital, inaccessibility to
the advantages of "bigness,” and inability to pay the price of
crucial, but expensive, technical and special manpower
resources, all of which, it may well turn out, can only be
thoroughly resolved at this juncture in history through some
measure of government intervention.

Our committee’s task, therefore, seemed to be threefold: (1) to
rescue from anonymity any present effective state efforts which
support small business, and combine them with (2) a mechanism
which clearly signals a high priority and comprehensive approach
for promotion, organization, and support, while (3) allaying the
fears of small business persons that new government ventures
will result in overbearing regulatory control.

While our committee is recommending 11 separate pieces of
legislation in this report, all of which have been filed for con-
sideration by the 1981 Legislature, we consider the heart of our
effort to be the establishment of a public authority to assume a
badly needed leadership, coordinating, and advocacy function for
small business in Massachusetts. Furthermore, we are basing
this proposal not only on small business’ needs, but on a broader
thesis that a strong small business sector is crucial to the health of
the total state economy in terms of increased employment,
productivity, and innovation; and, therefore, is in the general
public interest.

The proposal of use of a public authority as the major
mechanism of input from government is sure to be controversial,
but, rationally examined, we believe it offers opportunities
beyond those mechanisms at present in use or contemplated
within the standard structure of state government.

The shift from our present system regarding small business to
the public authority approach is a shift from the restrictive and
regulatory to strong state support, promotion, and direction.

The mainspring of the Authority is its power to enter con-
tractual agreements. Philosophically, this underwrites the belief
that it should function, not by regulatory control over, but through
cooperation, negotiation, and compromise with small business



SENATE —No. 2063.1981.] 9

4

enterprises. It cannot be emphasized enough; this is no state
regulatory body. We are designing an entity that is half-govern-
ment agency, half-private corporation encompassing the best fea-
tures of each, and placing it as a coordinating, planning and
support umbrella, to be voluntarily and contractually utilized,
over a fragmentized, disparate, poorly organized and suffering
segment of the Massachusetts economy. Such segment, which
properly organized, coordinated, and generating a self-defined
sense of direction, has the potential to resolve our unemployment
problem in a decade and make dramatic inroads into the
chronically unemployed and underemployed portions of our work-
force, while increasing our gross state product and generating
innovation which historically has always been the rescue element
in the Massachusetts economy.

The contractual aspect is paramount, since it is here that the
Authority, for its part, acts most substantially in behalf of the
public interest, devising agreements which assure the enterprise
receiving assistance utilizes such aid in the direction of increasing
productivity, employment, and innovation. Otherwise, the ex-
penditure of public funds and effort would be inflationary and a
waste of the public sector’s dollars and endeavor. To quote MlT’s
David L. Birch’s creative study. “The Job Generation Process: ’ ’

“What we need, and have lacked, is the ability to target our
incentives to those who can make good use of them without
wasting taxpayers’ money on those who cannot.’’ 1

In other words, state government’s attempts at influencing the
state’s economy should less center on panacean endeavors in
favor of mechanisms of high flexibility which encourage focusing
on support and organization for specific enterprises or groupings
of enterprises, the needs and requirements of which can be
specifically identified and for which strategies can be specifically
developed.

We believe our proposed legislative package, with the public
authority approach as the vanguard, is a strong first step in imple-
menting such a philosophy.

LOUIS P. BERTONAZZI, Chairman
Special Committee on Small
Business of the Massachusetts Senate

Birch, David L. “The Job Generation Process,” study of the MIT Program on
Neighborhood and Regional Change: Cambridge, Massachusetts, 1979, p. 2.
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Hearings were held by the Special Study Committee on Small
Business throughout the state, in January and February, 1980.
The sixteen hearings were as follows:
Community/Area Date Location
Milford Jan. 7, 1980 Milford High School
Barnstable Jan. 9, 1980 Town Hall
Fitchburg Jan. 22, 1980 Public Library
Boston (South End) Jan. 23, 1980 Harriet TubmanHouse
New Bedford Jan. 24, 1980 Southeastern Massachusetts

University
Lowell Jan. 28, 1980 University of Lowell
Waltham Jan. 30, 1980 City Hall
Southbridge Feb. 4,1980 Town Hall
Haverhill Feb. 5,1980 Essex Community College
Framingham Feb. 6,1980 Keefe Technical High School
Worcester Feb. 11, 1980 City Hall
Brockton Feb. 12, 1980 Massasoit Community College
Pittsfield Feb. 14, 1980 City Council Chambers
Lynn Feb. 19, 1980 City Hall
Boston (Dorchester) Feb. 20, 1980 Dorchester House
Springfield Feb. 21, 1980 City Hall

HEARINGS
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SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS
Attitude Toward State Government. Coloring all other findings of

the committee is the significant discovery that small en-
trepreneurs are very unhappy with and distrustful of state
government. In each of the 16 hearings owners and operators of
small enterprises doubted the commitment, intentions, and
ability of state government to marshal effective support for their
segment of the economy. Complaints were based on experiences
of (a) over-regulation by state regulatory bodies, (b) “un-
friendly” interpretation of tax statutes and regulations by the
state Department of Revenue, and (c) burdensome paperwork
and bureaucratic confusion fostered and imposed by state
agencies with which they came in contact.

Often those entrepreneurs testifying seemed to have difficulty
separating their roles as business persons vis 5 vis roles as tax-
payers and homeowners, such that hearings often became forums
for expressing across-the-board citizen alienation with govern-
ment.

In its subsequent deliberations the committee attempted to
define some propositions and conclusions based on these aspects
of the various testimonies:

A. General feelings of citizen alienation aside, the distrust of
state government by small business persons is in the context of an
historical widespread adversarial attitude mutually held by
business and government in the United States which arose
primarily from government’s choice of “regulation” as its main
methodology of input to the business community.

B. Small business’ unhappy experience with state government
to date has resulted in a kind of “reaction formation” among
entrepreneurs which is expressed in a doctrinaire rejection of any
government input, such that calls for “less government,” “less
regulation,” “less paperwork,” and “less spending” are held to
be the preferable and primary areas of governmental “help” for
the small business community.

C. Notwithstanding small business concerns for less govern-
ment, the committee believes that even with state government’s
perfect conformity to calls for “less,” the result would be in-
sufficient to meet the current needs of secondary sector or small
business firms in Massachusetts. It is important to remember
that the history of government regulation of business in the United
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States is a history of small and medium business prompting
government to do something about the “giants” which wielded
their “bigness” to the disadvantage of smaller enterprises.
Massachusetts small firms would still need access to the ad-
vantages of “bigness” to enhance and maintain their com-
petitiveness, identity, and flexibility as small and innovative
entities in juxtapositionto primary sector or the large firms.

Organization develops very unevenly in the economic
system. It reaches its greatest scale in communications and
the automobile industry, its greatest technical complexity
and most intimate relation to the state in the manufacture
of weapons. In agriculture, housing construction, the service
industries, the arts, the more uncomplicated forms of vice,
the business firm remains relatively simple. With these dif-
ferences go very great differences in power and consequent
social effect. Ford, Shell, and Procter and Gamble deploy
much power. The individual farmer has no such power, the
residential builder has very little. These differences, in turn,
have much to do with how the economic system performs
and for whom. Here, rather more than in the eccentricities of
consumer or citizen taste, is the explanation for the high level
of automobile, highway, and weapons development, the low
level development in housing, health and nutrition. 2

D. In formulating programs to support small business, the
legislature should avoid methodologies which involve regulatory
control, and favor instead approaches which promote voluntary
organizations, incentives, negotiation, and contractual
agreements, all of which are familiar instrumentalities to small
entrepreneurs and with which they are more comfortable and
compatible. At the same time, predicated on a view of the state’s
economy which is aware of the relationship among size,
organization, and power to develop markets, any state
programming should pursue a policy of compensatory effort
which makes the advantages of planning and organization on a
greater scale available to small and secondary sector firms. For
example, shipping products to distant markets might not be
feasible for individual small firms, but if transport were to be pur-
chased jointly at lesser expense, market accessibility could thus
be expanded. The key element here, of course, would be a vehicle
for information collection, cooperative organization, and
negotiation, and the use of a public or quasi-public vehicle in this
and similar situations might wellbe indicated.
2 Galbraith, John K. Ecomonics and the Public Purpose, New American Library. New

York and Scarborough, Ontario: 1973, p. 9.
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E. The basic conclusion here is that, regarding the small
business sector of the economy, state government should
downgrade its role as regulator in favor of active participation
through organization and planning at junctures which, left un-
filled, leaves the small business sector in its present disparate and
unorganized condition, unable to secure the benefits of “bigness.”
Furthermore, in adopting such a role, the state’s relationship to
small firms should be defined by contractual agreements,
voluntarily negotiated and entered, not by administrative fiat. In
short, concerning the small business portion of the state’s
economy, state government can and should become an
operational factor, even to the extent that the cost of such a role be
defrayed through dedication of all taxes paid by participating
firms to the governmental unit created. Such programming offers
the potential of sectioning off the small business portion or por-
tions of the economy into broader, organized, self-sustaining, and
more powerful enterprises with the capacity to compete
realistically for the advantages of “bigness,” while at the same
time maintaining individual flexibility, identity, and capacity for
innovation.

Identity. Identity has been described as “(providing) the ability
to experience one’s self as something that has continuity and
sameness, and to act accordingly.” 3 Examples which come to
mind are certain ethnic communities as they exist in large urban
centers, some religious communities, or the more radical, less
pluralistic political groupings. In association with the sense of
identity in such groups there appear to be highly developed pat-
terns of organization and cooperation, socially, economically, and
psychologically.

Significantly, as became apparent at the various committee
hearings, small business entrepreneurs lacked in marked degree
this sort of self-identity relative to “small business” as a definable
grouping. Committee members, perhaps naively, had anticipated
hearing the views of “small business persons” as such, but in-
stead heard from highly individualistic barbers, electronic firm
managers, store fixture manufacturers, insurance agents, con-
struction contractors, etc., whose primary identification was
more in the direction of their specific category of enterprise.

Erlkson, Erik. Childhood and Society . Norton: New York, 1950, p. 38
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These entrepreneurs spoke as “small business persons” only as
they voiced broad range concerns about governmental intrusion
and adverseness. In other words, it may be that small business
entrepreneurs identify themselves in that category only as they
oppose, and rarely in the nature of cooperation, coordination and
organization. A representative of one of the three major small
business associations in Massachusetts, which would seem to be
the logical points for broad-based cooperation and coordination to
begin, told the Committee that only about 27 percent of all small
firms in the state are enrolled in these organizations. From
another point of view, Committee members subsequently posited
the possibility that the major sources of definition of “small
business” as an entity unto itself are government, academia, and
otheroutside agencies which have an inherent need to categorize.

The point here is, in terms of identity at present, consciousness-
raising for small business is less a grass roots phenomenon, more
a product of definition by perceived government adverseness in
combination with outside agencies’ conceptualizations. That
sense of identity which obtains from repeated joint effort and
sustained cooperative endeavors is just not present, simply
because such has not been the way of small firms which appear to
rigidly hold on to the ideal of a free market with its highly in-
dividualistic and competing suppliers.

The major question generated by Committee members
regarding this is whether or not, in a 1980 s economy beset by
rising energy costs, inflation, slow growth, increasing govern-
ment regulation, and environmental concerns, small business
firms can afford to remain so extremely disparate without
seeking an identity which through the elements of organization
and cooperation would become a power of some major conse-
quence in determining “how and for whom the Massachusetts
economy performs?”

The consensus of the Committee, based on the obvious
fragmentation, variety and array of small enterprises, and the
outlook of the economy of the 1980s, is that it cannot and should
not.

In its deliberations, the Committee formulated several concep-
tualizations and proposals relative to small business identity,
cooperation, and organization:

A. The state is the single entity with enough power, grasp, and
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resources to take the initial step in providing a meaningful op-
portunity for small firms to come together in an operationally

cooperative way so that relevant directions and goals can be
charted for small enterprises as an identifiable consortium. It is
anticipated that such a consortium will need to make major and
tough decisions in the decade ahead; especially in the area of

investment decisions.
"Major investment decisions have become too important to be

left to the private market alone, but a way must be found to in-
corporate private corporate planning into this process in a
nonadversary way. Japan, Inc. needs to be met with U.S.A., Inc.” 4

In this context the idea of Massachusetts, Inc. should not be
overlooked; especially as it might be built around small en-
terprises.

B. The nature of state government’s intervention needs careful
consideration if it is to avoid the pitfalls of superficial and
irrelevant bureaucracy. The Committee envisions that any
agency intended to become a real focal point of operational
organization for small business must be a creature of the state,
but it must also be a creature simultaneously and clearly
"owned” and operated by small business.

C. The Committee is suggesting in this regard the use of a
public authority mechanism, the membership of which would be
mostly of small business background and commitment.

Investment Decisions and CapitalFormation. Small business persons
almost unanimously complained of the lack of capital supply
available to them from traditional investment decision-makers,
especially banks, as they testified at Committee hearings.

In addition, they often noted the difficulty of securing even
short-term money to offset emergency situations and cash-flow
problems.

Clearly, small entrepreneurs perceive traditional sources of
money supply as unwilling to risk support of small ventures.
Money suppliers, in fact, have substantial statistical documen-
tation of the risky nature of small businesses. The same David
Birch study5 which demonstrated that small firms are the major
sources of new employment also demonstrated that they are sta-
tistically the most susceptible as to constriction and longevity.

4 Thurow, Lester C. The Zero-Sum Society. Basic Books, Inc.: New York, 1980, p. 192
5 Birch, pp. 8-17.
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The Committee considered this area of concern in two lights (1)
the unwillingness of traditional instrumentalities to provide
money, and (2) the need for some form of centralized planning
and economic policy-making to direct investment decision-
making relating to small firms. While the former is fairly well
documented as a problem, the need for the latter requires more
elaboration.

In a real way the issues of risk and decision-making are in-
timately related. It is anticipated that besides the historical insta-
bility of small firms, there is also the risk occasioned by firms
which want to develop technology and products in new areas
which, if successful, would be of obvious benefit to the state’s
economy in the 1980s, for example, alternate energy sources.

In summary, a source of money supply is needed for new
ventures and emergencies for the "risky” small venture in
general; required as well is a mechanism for directing in-
vestments toward areas of importance to the state’s economy in
general without risk being a primary negating factor.

To respond to these concerns, the Committee is proposing the
establishment of a state development bank intimately related to
the aforementionedpublic authority mechanism. Estimates of the
amount of initial capitalization required for such a bank are in the
$5-7.5 millionrange.

Proposed Legislation. The Committee, through its chairman and
other legislators, is sponsoring 11 small business bills for con-
sideration in the 1981 legislative session. Of these, the Committee
believes that four are crucial in addressing the needs of small
business outlined above. They are:

1. an act establishing the Massachusetts Small Business
Authority.

2. an act establishing the Small Business Development Bank
3. an act dedicating certain tax revenues to the small business

authority for the funding of its programs; and
4. an order establishing in the legislature a joint Committee on

Small Business.
In combination, the Committee feels such legislation would

provide the direct means for a voluntary organizing of Massachu-
setts small firms into an entity capable of providing badly needed
support for its members and influencing major decision-making
for the direction of the state’s economy in general.
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The remaining seven bills reflect the needs described in the 16
hearings by various small business groupings, and selected by the
Committee as being critical and requiring remedy for the survival
and improvement of the small firm constituencies involved.

The following pieces of legislation have been filed by the Special
Committee on Small Business:
AN ACT ESTABLISHING THE MASSACHUSETTS SMALL

BUSINESS AUTHORITY.

AN ACTTO ASSIST IN THE GROWTH AND DEVELOPMENT
OF SMALL BUSINESSES IN THE COMMONWEALTH
BY CERTIFYING AND DEDICATING CERTAIN TAX
REVENUES TO THE SMALL BUSINESS AUTHORITY
FOR THE FUNDING OF ITS PROGRAMS.

ORDERED, THAT JOINT RULE 1 BE AMENDED BY INSERT-
ING AFTER “A COMMITTEE ON PUBLIC SERVICE,”
THE FOLLOWING:- “A COMMITTEE ON SMALL
BUSINESS;”

AN ACTRELATING TO THE DEVELOPMENT OF SMALL
BUSINESSES DECLARING THE LEGISLATIVE IN-
TENT TO ENCOURAGE STATE PURCHASES FROM
SMALL BUSINESSES: EMPOWER THE SMALL BUSI-
NESS AUTHORITY TO ASSIST SMALL BUSINESSES
BY PROVIDING THAT A MEANINGFUL PERCENT-
AGE OF STATE PURCHASES AND CONTRACTS BE
PROCURED FROM SMALL BUSINESSES;
PROVIDING FOR INTERAGENCY COOPERATION;
PROVIDING AN EFFECTIVE DATE.

AN ACT ESTABLISHING THE SMALL CONTRACTORS’ RE-
SOURCE PROGRAM OF MASSACHUSETTS, AND
FUND.

AN ACT PROVIDING FOR MERCHANT’S RETENTION OF A
PERCENTAGE OF SALES TAX REVENUES COL-
LECTED.

SMALL BUSINESS LEGISLATION

AN ACT ESTABLISHING THE MASSACHUSETTS SMALL
BUSINESS DEVELOPMENT BANK.
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AN ACTRAISING THE AMOUNT OF A CONSTRUCTION CON-
TRACT UNDER WHICH A BIDDER IS EXEMPT FROM
THE STATE FINANCE LAW.

AN ACT RELATIVE TO COMPETITIVE BIDDING ON PUBLIC
CONTRACTS TO PROVIDE WITH RESPECT TO THE
WAIVER OF PERFORMANCE BOND AND LABOR
AND MATERIALS OR PAYMENT BOND REQUIRE-
MENTS ON PUBLIC CONTRACTS OF FIFTY
THOUSAND DOLLARS OR LESS IN THE CASE OF
THE COMMONWEALTH, AND GOVERNMENTAL
UNITS THEREOF.

This proposal would establish a public authority, to have as its
function the advocacy and financial stimulation of small business
enterprises, as well as the promotion of growth and stability of
this sector of the economy in the Commonwealth. The Authority
would consist of five members, to be appointed by the Governor:
that membership would include a representative from the
academic community with a doctorate in economics or a related
area, a representative of organized labor whose union represents
many small business employees, and three representatives of the
small business community who either have owned or operated
small business enterprises.

The Authority would have as its chairman the representative of
the academic community. Within sixth days of its appointment,
the Authority would appoint the Director-General of the Massa-
chusetts Small Business Authority to serve as chief executive of
the Authority. Three members of the Authority would constitute a
quorum, and an affirmative vote of three members would be
necessary for any action to be taken by the Authority.

The purpose and intent of the Authority would be to assume
leadership in promoting and assisting small business enterprises

AN ACT ALLOWING NET OPERATING LOSSES OF A COR-
PORATION TO BE CARRYOVER LOSSES.

AN ACT ESTABLISHING UNIFORM PRODUCT LIABILITY

SUMMARY OF SMALL BUSINESS LEGISLATION

AN ACT ESTABLISHING THE MASSACHUSETTS SMALI
BUSINESS AUTHORITY.
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within the Commonwealth in such a way as to increase the
numbers off small businesses, and also the numbers of employees
of these enterprises. In addition, the Authority would direct ef-
forts toward increasing the efficiency and stability of existing
small businesses in the Commonwealth which show a demon-
strable need for such assistance.

The tenure of the Authority, as set forth in this legislation, would
be for a period of ten years from the date of enactment.

The Authority would be placed in the Executive Office of
Manpower Affairs, but would only be subject to such supervision
and regulation as set forth in this Act. The Authority would be
granted the right to adopt by-laws and an official seal, to maintain
offices and employ personnel, to sue and be sued, to acquire real
property, to appear in its own behalf before governmental bodies,
to be a point of contact for federal small business programs, and
to enter into contracts.

The Authority would be empowered to provide direction and
supervision to entities under its control. These would include but
not be limited to (1) the Massachusetts Small Business Develop-
ment Bank, (2) the Office of Minority Small Business Affairs, (3)
the Office of Small Business State Purchase Set Aside. (4) the
Office of Small Business Advocacy, (5) the Office of Small
Business Managerial and Technical Manpower Assistance, (61

the Office of Small Business Legal Aid, (7) the Office of Small
Business Education, (8) the Office of Small Business Research,
Statistics, and Planning, (9) the Massachusetts Business Develop-
ment Corporation, (10) the Massachusetts Community
Development Finance Corporation, (11) the Community
Economic Development Assistance Corporation, (12) the
Massachusetts Industrial Finance Agency, (13) the Massachu-
setts Technology Development Corporation.

Under the powers granted to it in this legislation, the Authority
could define small business by regulation, categorize such en-
terprises to better serve them, and coordinate the efforts of offices
under its jurisdiction to produce more effective assistance to
small business.

The Authority could receive various federal grants, funds, and
loans, as well as monies provided under the Massachusetts Small
Business Designated Revenue Act of 1981 and deposit them in the
Massachusetts Small Business Development Bank. The Authority
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could then expend the state monies pursuant to the intent of the
Authority. The federal funds could be withdrawn as needed for the
purpose granted. In addition, the Authority could issue revenue
bonds in anticipation of expected receipts from various sources.

Annual deficiency and capital outlay budgets would be sub-
mitted to the General Court, and annual audits and financial state-
ments would be made public.

AN ACT ESTABLISHING THE MASSACHUSETTS SMALI
BUSINESS DEVELOPMENT BANK.

This petition seeks to create the Massachusetts Small Business
Development Bank to aid the small business community by
providing capital by loans, bonds and other instrumentalities to
further interests of the small business community in the Common-
wealth. The Bank would be placed under the supervision and
regulation of the Massachusetts Small Business Authority.

The Development Bank would be managed by a nine member
board of directors; the five members of the Authority and its
Director-General and the Director of this Bank appointed by the
Authority; and two gubernatorial appointees approved by the
Senate.

Section 2 of the bill sets out the charter of the Bank whose main
office would be in Boston with branch offices wherever necessary.
Under the charter, the Bank could:

act as a depository or trustee of funds for the small business
community,

lend money with or without security to small businesses,
lend money to any person if such money is for developing the
economy of the Commonwealth, particularly the small busi
ness sector,
invest its funds
create subsidiary or affiliate corporations to help carry out
its functions.
and in addition to several other specific authorities consistent
with its being a bank, the bill sets out powers consistent with
that of a corporation, i.e., to acquire property, to employ and
contract for services, and other such authority.

The Bank and any bonds or other obligations issued by it would
be tax exempt. The Commonwealth would not, however, be liable
for any debt or obligation of the Bank.
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The Bank would be required to maintain a reserve (as specified
in section 4) and make monthly reports to the Authority and the
Joint Committee. Additionally, an annual report would be made to
the Authority and published in a newspaper of general circulation
in the State. The Authority is authorized to examine the Bank, and
it is also subject to an annual examination and audit by CPA’s of
national reputation selected by its board of directors.

Section 16 exempts the Bank from all provisions of the banking
laws “in view of the inclusion in this Act of all necessary and
pertinent provisions similar” to the provisions of those statutes.

Other sections of the bill set out provisions governing various
aspects of the Bank:

Section 9 authorizes the Governor to petition the Superior Court,
after hearing, to appoint a receiver to suspend operations and
settle the obligations of the Bank if it is in an unsound condition or
being run in an improper manner. Sections 12 and 13 also set out
provisions for the insolvency of the Bank.

Section 10 provides for removal of or other action if a director
violates or permits violations of law or the charter of the Bank.
Under section 14, any person involved with the Bank who em-
bezzles or commits other prohibited acts shall be deemed guilty of
a felony and imprisoned for not less than 10 years. Section 15 also
provides penalties for anyone circulating maliciously intended
statements about the Bank.

AN ACT RELATING TO THE DEVELOPMENT OF SMALL
BUSINESSES DECLARING THE LEGISLATIVE INTENT TO
ENCOURAGE STATE PURCHASES FROM SMALL
BUSINESSES; EMPOWER THE SMALL BUSINESS
AUTHORITY TO ASSIST SMALL BUSINESSES BY PROVIDING
THAT A MEANINGFUL PERCENTAGE OF STATE PUR-
CHASES AND CONTRACTS BE PROCURED FROM SMALL
BUSINESSES; PROVIDING FOR INTERAGENCY
COOPERATION; PROVIDING AN EFFECTIVE DATE.

The intent of this legislation is to assist small businesses in the
Commonwealth by increasing the percentage of goods, services,
and contracts provided to state agencies by small business.

This proposed law would authorize the Small Business
Authority to determine for each state agency the percentage of
purchases to be made each year from small business enterprises.
This percentage would not exceed 20% of total purchases. In
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addition, participating small business enterprises could be
allowed a price differentialup to 10%.

Under the provisions of this law, the Small Business Authority
would coordinate all complimentary federal programs for the
benefit of small businesses. The law would take effect July 1, 1981,
or when signed into law, whichever came later.

AN ACT ESTABLISHING UNIFORM PRODUCT LIABILITY.
This proposed legislation would create a uniform Massachu-

setts statute which would bring an ordered legal methodology for
determining liability and damages due to product failure. The
intent is to insert predictability in the awarding of damages by
courts so that insurance for product liability purchased by Massa-
chusetts manufacturers becomes a less costly, more manageable
expenditure.

This proposal would impose liability only where it is fair to
deem the product seller responsible for an injury, and would
recognize differing legal responsibilities in the chain of
distribution of products. Product manufacturers’ liability would
be limited to two areas defects in construction and breach of
express warranty. Non-manufacturing sellers would be liable in
three basic areas (1) failure to use reasonable care with respect
to a product, (2) breach of an express warranty of the sellers’ own
making, and (3) by extension of the manufacturer’s liability, in
the event the manufacturer is not subject to the service process,
or has been declared insolvent, or in the event the court deter-
mines that a judgment against the manufacturer could not be
enforced.

The legislation further defines the instances in which a product
seller would be liable for unavoidably dangerous aspects of
products. In the case of products which comply with non-
mandatory government standards, the burden of proof of
negligence would rest with the claimant.

A time limit for liability is one of the provisions of this
legislation. In general, the product seller would not be subjected
to liability for harm that occurs after ten years, or after the ex-
piration of the useful safe life of the product. This limitation would
not apply where the harm is caused by prolonged exposure to the
product, or where the harm was not manifest till after ten years.

Comparative responsibility in product liability is included in
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this proposed law. Though it would not bar recovery of an award
for damages, such an award would be proportionate to the
claimant’s share of responsibility.
AN ACT ESTABLISHING THE SMALL CONTRACTORS RE-
SOURCE PROGRAM OF MASSACHUSETTS, AND FUND.

This proposed legislation would establish a program and fund to
assist small and minority contractors secure working capital and
bonding so that they might compete in bidding for contracts on
public works projects. The program would also provide some
forms of managerial and technical assistance to these en-
terprises.

Funding for the program would be through issuance of state
general obligation bonds, and the assets would be held in trust by
the Massachusetts Small Business Development Bank. Funds
would be used to provide direct loans and loan guarantees for
working capital, and the duration of both could not exceed the
term of the contract. Funds could also be used to provide surety-
bond guarantees ’hat would cover 90% of any losses incurred by
any participating financial institutions.

AN ACT RAISING THE AMOUNT OF A CONSTRUCTION CON-
TRACT UNDER WHICH A BIDDER IS EXEMPT FROM THE
STATE FINANCE LAW.

This proposed law would allow bidding without bonding in
public works projects of less than $150,000.

AN ACT RELATIVE TO COMPETITIVE BIDDING ON PUBLIC
CONTRACTS TO PROVIDE WITH RESPECT TO THE WAIVER
OF PERFORMANCE BOND AND LABOR AND MATERIALS
OR PAYMENT BOND REQUIREMENTS ON PUBLIC CON-
TRACTS OF FIFTY THOUSAND DOLLARS OR LESS IN THE
CASE OF THE COMMONWEALTH, AND GOVERNMENTAL
UNITS THEREOF.

This legislation would waive bonding requirements on state con-
tracts of $50,000 or less.

This legislation would allow corporations to carryover and
deduct net operating losses for each of the five years following the
taxable year of such loss.

AN ACT ALLOWING NET OPERATING LOSSES OF A COR-
PORATION TO BE CARRYOVER LOSSES.
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This proposed order would seek creation of a standing com-
mittee to work on small business legislation and issues which
come before the legislature.

In an effort to gather a sampling of small business en-
trepreneurs’ reaction to specific pieces of legislation being
proposed by the Committee, the assistance of F. Daniel Tearno,
government affairs representative for New England of the
National Federation of Independent Business, was sought in
polling NFIB members in Massachusetts.

Re-printed here is the exact questionnaire as it was sent to the
membership. The percentage responses are for an N of 1,132
respondents. Please note that only 10 of the 11 legislative
proposals were responded to, as the “Act Allowing Net Operating
Losses of a Corporation to be Carryover Losses” had not been
drafted at the time of the survey. The survey was offered con-
currently as the Committee conducted hearings.

“NFIB
“National Federation of Independent Business
“Special Survey Massachusetts Small Business

“The small business community in Massachusetts has a unique
opportunity to provide information to state government on what it
needs to improve and grow. Last October, the Massachusetts
Senate approved the formation of a Select Senate Study Com-
mittee on Small Business Development. (You heard about it in the
1979 NFIB State House Report.) The six-member committee is
holding hearings throughout the state during January and
February to obtain information on what the state should do to
improve and develop the small business sector of the economy.
NFIB has already begun working with the committee and its staff
to make your voice heard. Discussion on the broad range of issues
has taken place and your opinions have been presented, as shown
by your past ballot votes.

“SMALL BUSINESS - HERE’S YOUR CHANCE TO TELL ’EM
WHAT YOU THINK!

AN ORDER ESTABLISHING A JOINT LEGISLATIVE STAND-
ING COMMITTEE ON SMALL BUSINESS.

A SURVEY OF SMALL BUSINESS ENTREPRENEURS
ON THE LEGISLATIVE PACKAGE
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“The committee has filed a ten-bill package as part of its ac-
tivity to date. Further legislation will be presented as a result of a
two-month hearing process. This is where you, as an NFIB
member, come in. Check the enclosed listing of scheduled
hearings and attend the hearings in your area. (They’ll all be held
at 7 p.m. to provide a maximum opportunity for business people to
participate.) If you can’t attend, contact the committee chairman
by mail with your views.

“Also, please take a few moments to read the summaries of the
bills that have been filed. Then vote the special survey questions
on these issues. This will give the committee an accurate picture
of how small business feels about their ideas, whether good or
bad. (Final tabulations of the special survey will be presented to
the committee prior to the completion of the hearings.)

“Please take the time now to read the issues, vote the special
survey, and mail it back to NFIB. (All special surveys must be
returned to NFIB no later than February 1, 1980.) Help us work for
you and your business. Thank you.

“An act establishing the Massachusetts Small Business
Authority. This proposal calls for creation of a three-member
authority to be appointed by the Governor to direct the
stimulation, advocacy and promote the growth and stability of
small business enterprises through a state set-aside purchasing
program, loans, grants, technical and managerial assistance,
loans to key personnel, special aid to minority businesses, and uni-
versity-connected small business internship programs. The
design of the authority is to provide a definable point of contact for
federal small business programs, especially those of the Small
Business Administration. The three-members would represent
three communities of interest in the state: (A) Academic
Economics, (B) Small Business itself, and (C) OrganizedLabor.

Do you believe the state should establish a Small Business
Authority “to direct the stimulation, advocacy and promote the
growth and stability of small business enterprises in the
state’’?
Yes No Undecided
64% 31% 5%

“SMALL BUSINESS PACKAGE



ISENATE —No. 2063. [Mar.26

I
I

*

“An act establishing the Small Business Development Bank,
his proposed law calls for creation of a state-owned small

business bank under the Massachusetts small business authority,
designed to ease the securing of venture capital, bonding loans,
and short-term loans by small businesses whose financial
situations have made securing of monies through regular chan-
nels difficult.
2. Should the state establish a Small Business Development

Bank to assist small businesses in securing capital for their
businesses?
Yes No Undecided
58% 36% V

“An order establishing a joint legislative standing committee on
small business. This proposed order would seek creation of a
standing legislative committee to work on small business
legislation and issues which come before the legislature.

3. Should the General Court establish a joint standing committee
on small business?
Yes No Undecided
72% 20% 8%

“An act dedicating certain tax revenues to the Small Business
Authority. This proposed law calls for dedicating income taxes
and sales taxes collected from enterprises receiving assistance
from the Small Business Authority for use by the authority.
4. Do you feel that the state should dedicate (direct) taxes col-

lected from businesses helped by the Small Business Authority
for the use of the Authority?
Yes No Undecided
42% 43% 15%

“The small business state purchase set-aside act. This proposed
law authorizes the small business authority yearly to set for each
state agency the percentage of purchases to be made from small
Dusiness enterprises, up to 20% of the total purchases of the
igency.

5.Should a program be enacted to authorize the Small Business
Authority to set yearly quotas for each state agency regarding
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purchases from small businesses with the maximum percent-
age being set at 20%?
Yes No Undecided
42% 41% 17%

“An act establishing the small contractors resource program
and fund. This proposed legislation creates a fund with which
minority contractors especially may secure loans for purchase of
performance, bid and payment bonds when bidding on public
works projects, and also provides some forms of managerial and
technical assistance to such enterprises.
6. Should a fund be created to aid small contractors in providing

performance, bid and payment bonds, to be used when bidding
on public works projects and should applicable managerial
and technical assistance be provided to those firms?
Yes No Undecided
36% 51% 13%

“An act establishing uniform product liability. This proposal
creates a uniform Massachusetts statute which would bring an
ordered legal methodology for determining liability and damages
due to product failures. The intent is to insert predictability in the
awarding of damages by courts so that insurance for product lia-
bility purchased by Massachusetts manufacturers becomes a less
costly, more manageable expenditure.
7. Should a law be passed establishing uniform product liability

with regard to determining liability and damages due to
product failures and to “insert predictability in the awarding
of damages”?
Yes No Undecided
74% 16% 10%

“An act raising the amount of a construction contract under
which a bidder is exempt from the state finance law. This
proposed law allows bidding without bonding in public works
projects of less than $150,000.
8. Should the amount for bidding without bonding in public works

projects be increased to a maximum of $150,000?
Yes No Undecided
38% 42% 20%
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“An act extending to $50,000 the amount of public construction
contracts for which performance and payment bonds are waived,
9. Should the amount for which performance and payment bonds

are waived in public construction contracts be increased to
$50,000?
Yes No Undecided
45% 35% 22%

“An act providing for merchant retention of a percentage of
sales tax revenues collected. This proposal would allow mer-
chants to retain 2% of all sales taxes which they collect, up to
$l,OOO in a year.
10. Should merchants be allowed to retain a percentage of sales

tax revenues they collect to help defray administrative ex-
penses? (This question has been asked on a previous NFIB
State Ballot.)

Yes No Undecided
80% 17% 3%
“That’s the package that is already before the legislature. The

select committee is by no means limited to those issues. That is
simply their basic structure. Your voice on these issues is
essential to providing this committee with the true feeling of
Massachusetts small business with regard to these issues.

(If you wish to highlight other issues, please do so in the com-
ments section below.)

“Last, but not least, check the date of the committee hearing in
your area. Make every effort to attend and to speak on what you
feel should be done for small business in the Commonwealth. If
you can't attend the hearings, make your views known by writing
to one or more members of the Committee. You’ll never have a
better chance to get your message across. Thank you for your help
in this special effort. ’ ’


