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The Small Business Administration Office of Advocacy esti-
mates the cost to comply with federal regulations amounts
to $7,775 per employee for large companies, and $10,585
per employee for small businesses. That $10,585 works
out to a rate of about $5.29 per small business employ-

ee hour worked, just to cover the cost of compliance with
federal regulations.

Why the focus on small business? Because our industry is
one of small businesses. In fact, 89 percent of U.S. business-
es are considered small businesses. For manufacturing, the
SBA defines a “Small Business” as 500 employees. The SBA
report indicates the costs per employee for small businesses
are 36 percent greater than for large businesses.

Annually, it costs about $2,830 more for small firms to com-
ply than their larger counterparts, on a per-employee basis,
according to the SBA.

Put another way, that $2,830 cost disadvantage for smaller
firms, compared to larger firms, amounts to a higher cost for
small businesses of about $1.42 per hour worked per em-
ployee. This cost reflects smaller firms’ higher costs to com-
ply with federal regulations. “The compliance cost for small
manufacturers is more than double the compliance cost for
medium to large firms, 100 and 125 percent respectively,”
according to the SBA Small Business Research Summary
Highlights.

Compliance costs are higher for manufacturing. According
to the SBA, “"Compliance costs per manufacturing worker
are nearly double the amount per service worker, and repre-
sent almost 29 percent of manufacturing firms’ payrolls.”

That's a burden. No wonder there was a push to manufac-
ture goods overseas.

These costs may not seem significant when looked at on a
per-hour, or per-employee basis. And who really wants to do
the math with nearly 160 million of employees? So let's take
a look at this from a household basis. We are, after all, a na-
tion of households. What do these regulations cost on a per
household basis to our citizens?

“Had every U.S. household paid an equal share of the fed-
eral regulatory burden, each would have owed $15,586
in 2008."

Regulatory Burden:
Real Numbers. Real Problem.

By Miles Free, Director of Industry Research and Technology, PMPA mfree@pmpa.org

The cost of federal regulations, when examined in terms of
the number of households, is over $15,586 annually. This

is more than double the federal taxes paid by the middle
quintile (average) of taxpayers from 2007-2009, which were
$7,200 according to Table 3 of “The Distribution of House-
hold Income and Federal Taxes, 2008 and 2009."”

(Link short.productionmachining.com/household)

“The cost burden of federal
regulations on small
businesses works out to
almost $5.29 per employee
hour worked.”

What exactly are we getting for our $15,586?

Looked at from the perspective of a household, that (aver-
age tax-paying segment or middle quintile grouping) had
before-tax income of $64,300, the average federal tax liabil-
ity of $7,200 works out to just over 11 percent of income.
The cost of federal regulations, on a per-household basis,
amounts to approximately 24 percent of household income,
more than double their actual tax liability.

Are we getting value for our almost one quarter of income
being used to regulate businesses on our behalf?

When we look at the cost of federal regulations in terms of
the U.S. national income, it becomes even clearer: 14 per-
cent of U.S. national income is consumed by regulatory
compliance expense, according to the U.S. SBA. About 21
percent of U.S. national income is consumed by U.S. tax re-
ceipts. That means that over 35 percent of our national in-
come is consumed by the federal government, and 40 per-
cent of that is a hidden, unseen burden on us all. The higher
costs of products and doing business due to regulations
forces prices higher and lowers the demand for workers.
The U.S. is currently sacrificing more than one third of our in-
come to support the federal government and its regulatory
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Continued from page 1

bureaucracies. We think this is excessive, and yet, in fact, it is
dramatically understated.

Understated, because these are 2008 data reported by SBA.
These data do not reflect any of the new rules and regula-
tions and enforcement initiatives enacted since 2008 by the
current administration. And we all know that the number of
regulations have continued to grow since 2008.
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Courtesy of the Franklin Partnership

Regulatory burden is a hidden loss of U.S. national income
by means of cost to comply with rules and regulations en-

forced on businesses, including small businesses like yours,
by the federal government. Over $5.29 per employee hour
worked is the cost of these regulations on small businesses.

Regulatory burden is a real cost, not just to our companies,
but to our society. Monies dictated to be spent on “regula-
tory mandates” by the federal government are monies that
will not be spent to help our shops to become more produc-
tive. Monies that will not be used to increase capacity and
hire new employees in our shops. The federal government
is consuming more than a third of our national income. And
about 40 percent of that is consumed by regulation required
spending on compliance costs of federal regulations.

Sources:

SBA Office of Advocacy: The Impact of Regulatory Costs on
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Congressional Budget Office
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PMPA CALENDAR

PMPA members support one another through
email Listserves, where they can solve prob-
lems, share advice, sell excess material and
equipment, and learn about new develop-
ments and opportunities. Here is a list of
topics that were recently discussed:

Below is the calendar of upcoming conferences and events scheduled for the
2015 program year. For the latest district/chapter meeting information, please
view the Calendar of Events at pmpa.org/events/calendar. If you have ques-
tions about PMPA conferences or regional meetings, please contact: Monte

Guitar, director of technical programs, at 440-526-0300 or mguitar@pmpa.org.

* Reducing non-value-added tasks

* Sourcing for grade 2 titanium for Swiss
* Project planning: Tools and tips

* Mist collection when blowing off parts
e Laser marking automation

e Filtering cutting oil

* Forms for exit interviews

* Pre-formed part tray options

April 19-21, 2015
Greater Columbus Convention Center
Columbus, Ohio

April 21-23, 2015
Greater Columbus Convention Center
Columbus, Ohio
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* Specifications for 9/16-40 2a thread
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