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Chairman Kerry, Ranking Member Snowe, and members of the committee, thank you for inviting me here today to testify on the vital issue of climate change and for recognizing the important role America’s small businesses can and should play in any effort to combat it. I also would like to thank Senator Boxer, from my home state, for her leadership on the issue.

I am Scott Hauge, owner and president of CAL Insurance and Associates. I also serve as president of Small Business California, a nonpartisan, grassroots, small-business advocacy organization, and vice chair of advocacy for the National Small Business Association (NSBA), the oldest small-business advocacy organization in the United States.

While I appear before you today wearing the hats of both associations, their respective policy positions are not identical and I want to be careful to distinguish between the two groups in my remarks. I also want to stress that whatever the policy differences between the two associations may be, both organizations recognize that global climate change is real. 

Small Business California and the National Small Business Association also are steadfast in their shared belief that if America is serious about confronting the specter of global climate change, the deficiencies of its national energy policy, and the environmental, economic, and security threats posed by its oil dependence, small businesses must be comprehensively involved in the effort. Why? The nearly 26 million small businesses in the U.S. comprise 99.7 percent of all employer firms and more than half of all private-sector employees. Undoubtedly, they are responsible for a commensurate amount of the nation’s energy consumption as well. It is, therefore, both unfair and unwise to attempt to address this serious issue without the input and collaboration of America’s small businesses. 

Small Business California

I would like to begin my remarks by addressing the role Small Business California played in the August 2006 passage of Assembly Bill 32 (AB 32), the Global Warming Solutions Act.  With the passage of AB 32, California became the first state in the nation to limit statewide global warming pollution. The first general business association in the state to support AB 32 was Small Business California (SBC)

Although other business groups lent their support to AB 32 before SBC, these organizations were industry-specific or environmentally-oriented. This is not to diminish their role in AB 32’s passage; it is simply an acknowledgment that the support of SBC went beyond the conventional. SBC is a not an environmental organization. We advocate for the best interests of the more than 1.1 million small businesses in California on a range of issues—including health care, regulatory burden, and access to capital—and we advocated for the passage of AB 32 because we believed it was in the best interests of the state’s small businesses.

SBC thought the passage of AB 32 would help California’s small business in three important ways. First, AB 32 has the potential to help small firms find ways to reduce their energy use. Small businesses waste too much energy—not because they have made a conscious, business decision to waste money and resources, but because they do not know how to reduce their energy use. 

Second, the effort to combat global warming and curb emissions is creating new industries, which is good for nimble and innovative small businesses. We are confident that California’s small businesses will take advantage of the opportunities presented by AB 32 and thrive. 

Third, we believe that even those small businesses not on the cutting edge of innovation will find increased business opportunities in the wake of AB 32’s passage, because they provide services that reduce energy use. For example, air-conditioning contractors have stated that simple air-conditioner maintenance will provide them with a lot of businesses opportunities to reduce energy use

I am proud of the leadership role SBC took on this issue. The position we adopted was based on our belief that it was both the right thing to do and in the best interests of the California’s small businesses. We also were intent on being involved in the discussion of how the measure would be implemented, rightly believing that California’s small businesses deserved a seat at that table. I have since been named, as a small-business representative, to the Advisory Committee that will implement AB 32—a move as historic as it is deserved and overdue.

National Small Business Association

As I previously outlined, in addition to my role with SBC, I am vice chair of advocacy at the National Small Business Association, which recently adopted a comprehensive energy policy. The small-business owners of NSBA believe that the time has come to conclusively address America’s national energy and environmental policies. Utilizing the power of the market, this effort should focus on technological innovation, the development of viable and cost-competitive clean and renewable energy solutions, and an increase in energy efficiency. The effort also must avoid placing too onerous a burden on America’s small businesses, which are particularly vulnerable to increased regulatory and tax obligations and already shoulder a disproportionate share of the costs of federal regulations and paperwork compliance. 

Green Gazelles

This national endeavor must not only protect small businesses, however, it must make full use of them. At the forefront of the effort to protect the environment, provide cutting-edge energy solutions, drive economic growth, and create new jobs are “innovative, entrepreneurial, profitable and fast growing small businesses” known as Green Gazelles. Despite their inherent potential, too often these innovative firms have been ignored by the federal government. 

The need to increase the allocation of federal research and development (R&D) to small businesses is clearly illustrated by the Small Business Innovation Research (SBIR) program, which helps small-business innovators compete for federal R&D funds and requires eleven federal departments and agencies, including the Department of Energy and the Environmental Protection Agency, to reserve a portion of their R&D budgets for small businesses. Small technology firms with less than 500 employees now employ 54.8 percent of all scientists and engineers in U.S. industrial research and development. Yet, these nearly 6,000 scientists and engineers are able to obtain only 4.3 percent of extramural government R&D dollars. Congress should build upon the successes of the SBIR program during SBIR’s upcoming reauthorization process and increase the percentage of agencies’ R&D funds reserved for small businesses

Increase Energy Efficiency

Improving America’s energy efficiency must be a central component of any national effort to confront climate change and the country’s energy dependence; and the Energy Star Small Business program can play a crucial role in this effort.

Although the Energy Star Small Business program has been highly successful, its full, vast promise has yet to be realized, as its limited budget has hindered its ability to reach the general small business community. In fact, only 60 percent of the respondents to a recent NSBA energy survey reported being familiar with the Energy Star label. This lack of visibility must change. The budget of the Energy Star Small Business program must be increased. Now—this year and this budget. 

With limited funding, electronic outreach is the most cost effective way for the Energy Star program to get information to as many businesses as possible. Online information and technical content about Energy Star should be readily available on SBA, EPA and DOE web sites. The three agencies should integrate and promote key Energy-Star provided hotlinks directly from their home pages to the Energy Star Small Business home pages—as NSBA and Small Business California have done. 

Simply making more small businesses aware of the benefits of improved energy efficiency is not enough, however. More must be done to help small businesses afford and utilize energy-efficient products and services. Congress should extend existing tax incentives for the purchase of Energy Star products and establish additional tax incentives for a larger range of energy-efficient products and services. On-Bill Financing is a proven method of providing improved capital access to small businesses seeking improved energy efficiency, and Congress should extend On-Bill Financing and other access-to-capital innovations currently offered in some states to small business across the nation. 

It is easy for me to sit here and tell you what I think Congress should do to increase energy efficiency within the small business community—although maybe not as easy as it looks—but U.S. small businesses are ready to do more than just talk. Accordingly, it is my pleasure to announce here today for the first time that the National Small Business Association, in partnership with the Energy Star Small Business program, will soon challenge the 150,000 small businesses we reach to reduce their energy use by 10 percent or more as part of the Energy Star Challenge. America’s small business community is ready to do its part. Is Congress?

This concludes my testimony. I thank you for your time and welcome any questions. 
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