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May 12, 2021 
 
 
 
BY ELECTRONIC TRANSMISSION 
 
Chairman Mike Thompson     Ranking Member Adrian Smith 
Ways and Means Subcommittee on    Ways and Means Subcommittee on  
Select Revenue Measures     Select Revenue Measures  
U.S.  House of Representatives    U.S.  House of Representatives 
Washington, DC 20515     Washington, DC 20515 
 
 
 
Dear Chairman Thompson and Ranking Member Smith: 
 
The Small Business Investor Alliance (SBIA) submits these comments for the May 12th, House Ways and 
Means Select Revenue Measures Subcommittee hearing entitled “Funding Our Nation's Priorities: 
Reforming the Tax Code's Advantageous Treatment of the Wealthy.” 
  
Founded in 1958, the SBIA is a national association that develops, supports, and advocates policies to 
promote a healthy small business investing market.  Our membership includes Small Business 
Investment Companies (SBICs), Rural Business Investment Companies (RBICs), Business Development 
Companies (BDCs), conventional private equity funds, private debt funds, and other funds committed to 
investing in growing domestic private small businesses.  These long-term, illiquid investments help small 
business owners grow their businesses from small to medium-sized businesses while increasing 
employment and opportunities for their communities. 
 
The SBIA appreciates this opportunity to provide the perspective of our membership and to engage with 
members of Congress in the ongoing debate over the U.S.  tax system.  Now more than ever, Congress 
must work to encourage the continuation of long-term investment in small businesses as our economy 
continues to recover from the shock caused by the pandemic.  We are concerned that the discussions so 
far around tax policy have largely been a caricature of wealth, have focused on publicly traded stocks 
and similar liquid investments, and have largely ignored the investment in small businesses that create 
vast numbers of jobs, are the path to first generation wealth, and are the economic engines outside of 
the major media markets.  Small business “wealth” is not a Kardashian lifestyle, but is the ability to pay 
for college tuition, donate to local churches and charities, and be able to retire with security.  Small 
businesses and small business investing should be depicted honestly and should be at the forefront of 
policymaking, not the afterthought.  Building wealth through entrepreneurship is not a giveaway.  It is 
the American path to opportunity. 
 
As we come out of the most economically disruptive year of our lifetime, we agree that America has a 
unique opportunity to build back better than we were before.  New tax policy can expand opportunities 
and bring back millions of jobs.  However, increasing taxes on long-term investors who provide patient 
capital to small businesses is the exact opposite of “Building Back Better” because it impedes capital 
formation, is a barrier to capital access and starves small businesses of the investment they need to 
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grow.  Further, it creates meaningful incentives for short-term, quick-flip investing at the expense of 
long-term, thoughtful, patient investing that builds businesses that are built to last.  To create American 
jobs, to compete with China, to expand economic opportunity, to rebuild a domestic manufacturing 
base, and to solve our societal and environmental challenges – we need long-term, patient investment 
in America’s problem solvers and job creators.  Tax increases on long-term capital gains are taxes on 
small business owners, their families, their employees, and their investors.  The current proposed tax 
policy is the exact opposite of what we need to re-energize our economy and expand upward mobility.   
 
Small business owners and their investors commit years, oftentimes decades, of their lives and 
resources working tirelessly to grow a small business.  When a small business is sold, it can often be for 
more than the proposed $1 million threshold of what constitutes “wealthy,” and therefore taxed at a 
doubled tax rate.  It is very possible a $1 million dollar business could be as small as 4 employees, a 
truck, and a small warehouse – and the sale proceeds of the business could be that family’s entire 
retirement nest egg and college fund.  Doubling the long-term capital gains tax on small business 
investment is the type of shortsighted, soundbite-driven policy that harkens back to the stagflationary 
policies of the 1970s. 
 
Small businesses owners who want to sell a part or all of their business should be able to do so 
voluntarily.  Charging capital gains taxes when a spouse or family member dies forces the surviving 
family into a corner with the only exit being a fire sale.  Very few small business owners have adequate 
cash readily available to cover the new double-death tax.  A million dollars may sound “wealthy”, but 
the value of a small business is quite commonly higher.  Further, the path to wealth for many American 
families is to own and build a small business – it is central to the American dream.  Increasing taxes and 
forcing the sale of these businesses removes families from generational ownership and opportunities 
earned by their hardworking, risk taking, spouses and parents is simply wrong.  Congress needs to 
seriously consider the damage these tax increases will have, particularly on first generation America 
families and families for whom this is their first generation of being part of an ownership society.  Small 
business investors want to buy and grow businesses with willing buyers and willing sellers, not with 
forced sellers.  Ending the step-up basis for small business owners is simply destructive to families of 
entrepreneurs. 
 
Long-term capital gains rates are lower for a reason.  Get rich quick schemes are not a solid foundation 
for an economy.  Investors have choices as to where to put their money.  Investing in smaller privately 
held businesses are completely illiquid, long-term, and there is risk of total loss.  Small business investing 
is a partnership between the people running the small business and the investor.  There is no quick 
online sale via a Schwab or Robinhood account of a small business if it hits a rough patch.  There is no 
hedging the investment.  It is also not just about investing money in that small business.  One of the keys 
to small business success is to marry that capital investment with human capital – to be a mentor or 
coach to that small business management team to help them navigate and compete at a higher level.  
Small business investors are in the business through good times and bad.  Making the after-tax recovery 
of the investment on the same footing as a quick flip of a publicly traded stock does not make sense and 
is not a true alignment of interest, nor does it reward the investor for taking on more risk.  It makes the 
decision to invest for the long-term in a small business investment much less attractive.  If the goal is to 
have more day traders and to reduce small businesses’ access to long-term capital, then doubling the 
capital gains rate will achieve that goal. 
 
Rather than disincentivizing small businesses investing, public policies should encourage growth –
whether the company is in its startup phase, looking to expand its facilities and employee base, or is 
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managing through a generational succession.  Doubling the capital gains rate hurts Main Street in a 
more meaningful way than it hurts Wall Street. 
 
Small business investors want to work with Congress to promote tax and other policies that expand 
opportunity for small businesses and remove obstacles to small business growth and job creation.  
Without more small business investment, we cannot expand opportunity. 
 
We urge the Ways and Means Committee to reject tax increases on long-term capital gains and instead 
support job creating policies that encourage new small businesses to open their doors, that empower 
small businesses to grow and hire, and that afford all Americans the opportunity to participate in the 
prosperity of free enterprise.   
 
Sincerely, 
 

 
 
Brett Palmer 
President  
Small Business Investor Alliance 


