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MR. WILFONG:  Thank you very much.  Mr.

Chairman and members of the Commission, I'll bring your

attention to testimony that I submitted for the record.

However, it's a little long for the time allotted.

But I wanted to make sure it was complete,

and so I have made that available to the Commission,

and also a report, the Small Business and International

Trade Report, which we created for WTO.  (SEE INSERT 4)

I thought it might be good to, first of

all, begin to describe the state of small business.

I come to you not only as the Assistant

Administrator for Trade at the SBA, but, as you noted,

a small businessperson who has been a practitioner in

international trade for over 25 years, for the most

part, in the winter sports business.

And I grew up in a small business -- it was

called a dairy farm -- up in Maine.  And so I like to

think of myself as having been in business for most of

my life.

The state of small business here in the

United States is in very good shape.  It represents

99.7 percent of all incorporated businesses, which

today means about 25 million businesses.
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It also represents 50 percent of the gross

domestic product of the United States.  And small

business employs 53 percent of the private work force.

In the last eight years, small business has

been responsible for creating nearly 20 million net new

jobs in the United States.

In overall trade, we have some recent

statistics that came from the Commerce Department, from

the International Trade Administration, which are

results of work that they did with the Census data.

And we find that 97 percent of all

businesses that are exporting are small business.  That

represents over 202,000 businesses who are involved in

trade out of 209,000 total businesses that are involved

in export.

The amount of exported value in the last

five years has increased by 300 percent.  The amount of

exported value merchandise value is now 31 percent for

small business.

We find that it is successful all across

the standard industrialized coast and that -- and I

find this to be fascinating -- that the fastest growing

segment and the largest segment, nearly two-thirds of
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all exporters hire fewer than 20 and fewer people.  So

truly, small business is involved in this.

They are businesses from all different

types of industrial sectors.

And I'd like to bring to your attention two

or three businesses that I know about that are really

interesting.  They have created new business because of

globalization, but they have also stayed in business

because of globalization.

There is a small business that's in the

secondary wood products, near where I live, up in

Maine, and it would have been out of business had they

not got involved in exports 22 or 23 years ago.  Now

more than 55 percent of their gross receipts come from

exports.

And as I say, this small wood products

company would not be in business, as many of the

businesses that are around in that area have gone out

of business because they didn't take the step to

export.

There's a woman that has a small business

in Maine called -- her name is Patty LaBlanc, and she

exports.  She has a little restaurant up in Presque
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Isle, Maine, and she makes the best lobster stew that

you can find anywhere.  And she exports this lobster

stew vis-à-vis the airlines.

She takes it to a major airline.  It's

served in First Class.  She has a website that goes

with it.  And then, she Fed Ex's lobster stew from

Maine all over the world.  So little businesses that

you don't expect are, in fact, exporting.

There is business that we took on a trip to

South Africa with us six months ago that's in the

service business, they're engineers.

And we took a trip to South Africa last

October.  And this was a small business, started a year

ago with $300,000 worth of business by May of last

year.

They got a $100 million contract in two

countries in Africa as a result of this trip because

the principal was very aggressive, very smart, did a

great job.  And he had never really thought about being

in the export business, and now that's the principal

part of his business.
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In my opinion, small business is the key to

doing something with the trade deficit if that's what

you want to do, because it is just getting going.

And it is just beginning to roll because of

a number of different things, not the least of which is

the efforts of GATT and the WTO to bring down the

tariff and the nontariff trade barriers which are real

impediments to small business operators.  They don't

have the capital necessary to go over those hurtles.

And it's through these efforts, along with

the rise of information technology and the opening of

new markets since the fall of capitalism that has

allowed small business to really get into the act.  And

that's why you see a tripling of the number of small

business exporters in the last ten years.

It has a major impact, small business and

small business exports, on our communities.

At the Office of International Trade, we

are trying to filter this through what type of impact

do we have on citizens in our communities?

And we want our communities to be more

vibrant, prosperous, peaceful places for people to

live.
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And small business trade helps to bring

that about because they are paying 15 percent higher

wages, 11 percent higher benefits, they are 9 percent

less likely to go out of business, and they create jobs

at a 20 percent faster rate.

Small businesses are also, in those

communities, day to day, hiring local people, obeying

labor laws, health and safety laws, environmental laws.

They are not exporting jobs out of this

country.  They are creating a lot of jobs in this

country.  And it is very important that they have open

access to markets.

What do we need in small business?  Well,

we need to increase access to foreign markets, and we

can do that in a variety of different ways, which I

have elaborated in more detail in my written testimony.

We need to ensure the playing field is

level, and we need to advocate for small business

internationally, which really means that we need a seat

at the ministerial table at WTO for small business, and

we need an assistant USTR for small business to be our

advocate here in the United States.
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The U.S. Small Business Administration has

the responsibility in terms of bilateral and

multilateral trade negotiations to make sure that small

business interests are adequately represented.

But of course, the USTR has the ultimate

responsibility for negotiating those interests.

And we stand ready and have been supplying

them with policies that we think are fitting for small

business.  We need to have someone to take that to in

the USTR who will take it to a ministerial level

position at WTO.

In addition to that, we need to provide

access to capital to facilitate exports.  The Small

Business Administration, Ex-Im, and others are

providing that.

We need to provide international trade

training to a number of different areas:  service

providers, banks, and exporters.

I find that when I go out and talk to

banks, especially community banks, where small business

people do their business, they don't really know much

about export finance.
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In many cases, they have never heard of the

Ex-Im or SBA programs.  And so consequently, these

programs, although innovative and good, really don't

help them without this outreach.

And I found in my short tenure in the

Federal Government that we're pretty good at developing

programs that may be relevant, but we're not very good

at marketing it.  We need to do something about that.

And so at the SBA, we're working to provide

a continuum of trade support, starting with education,

moving to technical assistance, on to risk management,

and then, finally to loan programs, and loan programs

that meet the needs of various customers.

We are not trying to have a loan program

where we take a square peg and fit it in a round hole.

And this is an area where the small

business people are moving very fast.  They are not

waiting for Government.

Government, if they are going to be

involved, has to be relevant, and we have to stay right

on top of being relevant.

In terms of the trade deficit, well, I'm of

two thoughts on that.  One of the things, I don't worry
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too much about the trade deficit at this level.  I

think as a percentage of the gross domestic product,

it's not much to talk about.

And it's not a zero sum game.  It is a game

where imports coming into this country create 10

million new jobs, and importers learn the trade game.

They learn how to become exporters.  That's how I

learned to become an exporter, was by being a

representative of an importer.

So it's not a zero sum game.  Imports have

the opportunity to help keep inflation down by bringing

goods in at a cheaper price.  And by keeping the

inflation down, you keep the short-term interest rates

down.  And that's very important for small businesses

who don't have the equity financing that larger

businesses do.

The thing that you might have to do is keep

a watch on how to manage that so it doesn't get out of

balance.  I'm not an economist.  That's really for

gentlemen like yourselves.

I know I'm over my time, but I'd like to

take just another 30 seconds if I could, Mr. Chairman.

MR. DUGGAN:  You can have my 30 seconds.
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MR. WILFONG:  Oh.  Thanks, Marty.

There is a great opportunity for small

business to become more involved in trade than it

already is.

The number of small business exporters

represent 1 percent of total small businesses.  So even

if all of them don't have an exportable product,

there's a big opportunity there.

Two-thirds of all small business and large

business exporters only export to one country.  So just

think of what would happen to our trade deficit numbers

if we started exporting to two and three and four and

five countries.

And 31 percent of the merchandise exports,

as I said before, are small business exports, and 50

percent of the GDP is attributed to small business.

So what would happen if we bring it from 30

percent up to 50 percent, where we are domestically?

This would have a major impact on the trade deficit, as

well.

I think there is enormous opportunity for

small business.  I think it's an unsung hero.
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Many times, when people are looking at the

big picture, they think we're not part of the big

picture.

What I'm here to say is we are the big

picture for the future.

And so, with that, I thank you very much,

and happy to answer questions when the time is

appropriate.

MR. ANGELL:  Thank you.  Our next panelist

is Martin Duggan.  He's President and CEO of the Small

Business Exporters Association.

Mr. Duggan.
























