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Call to a Sleeping Giant 

By Duane D. Pearsall 
President, Statitrol Corporation, Denver 

. OUR GOVERNMENT is destroy-
ing the creative strength of 

America through misguided legislation 
that is killing small business . We are 
suffering a backbreaking burden of 
regulation s and government paper 
work. We have pre sumed omeone in 
Wa hington has been looking out for 
us . but nothing could be further from 
the truth. 

Since 1972. business ha been bur
dened wi th a new administration for 
safety and health , called OSHA. From 
legi slation originally intended to im
prove working conditions for the 
employee. it has developed into a mon
strous set of regulations imposed on 
bu siness a nd oriented to instant penal
ties for a lleged violations, u ing tactics 
not unlike those of a police state. In my 
opinion, from a brief but painful expo
sure with OSHA, there is not , nor can 
there be a bu iness that is immune to 
violations of OSHA. rega rdless of the 
conscientious intent or the business . 

We were burden e d with the En
vironmental Protection Act. Although 
it s intent was to prevent further degra
dation of our environment, there are a ll 
tl"io man y cases of serious overreac
tions costing millions of dollars .. pre
suming to re move one hazard when. in 
fact , they only substituted a nother . The 
costs of environmental impact state
ments in ma ny cases are horrendou s. 
There ought to be an Economic Impact 
Statement - before allowing any new 
piece of legislation! 

· Now comes the Warranty Reform 
Act. Though ·it s intent wa to protect 
the consumer. it is causing many of our 
more reputable consumer product · 
manufacturers to change what ha d 
bee n a full warranty to a restricted or 
.. li mited .. warranty for fear of legal re
prisab. The more severe type nf re
pri sal is the new breed of class action 
suits. 

Mos t recently, ERISA or the Pe n
sion Reform Act. was impl)sed. The 
intent wa~ to protect tht: retirement in
cnrrn: of employees who had histori 
call y. either b y intent or by eir
Clrrnstance. been tkfrauJed. Again. the 
bureaucratic blanket of overregulation 
ha-. caused more pension plans or profit 

36 s haring plans to be cancel led since it s 

enactment than at any time in our his
tory . In addition. because of the so
called " prudent man rule" concerning 
investment of pension fund s. tru stees 
of those funds have been inhibited from 
ma king investments promising higher 
return for the benefit of the 
employees. On the other side of the 
coin. in stitutional investors of pension 
funds ha ve been forced to divert their 
fund s away from small bu siness and 
into investments of low risks such as 
the more secure big business and gov
ernment funds. 

Misguided. In each case, legi s la tion 
de s igned to protect employees a nd 
consumers was mainly designed to fur
ther regulate big business. The real vic
tim of thi s legislation, however , has 
been sma ll bu s iness beca use we have 
no giant s hou ting for us in Was hington. 

Small bu iness s hould be cherished, 
nurtured, protected and e ncouraged to 
grow. Small bu s iness is the source of 
the overwhe lming majority of new 
ideas a nd inventions from which 11ew 
ii:Justri e a re born. new markets de
veloped. and small bu s ines should be 
supported by government as a partner 
in its progress. 

Small business is the critical ingre
dient to pres e rving the creative 
strength of America. 

Nationall y. the re are approximately 
nine million s mall bu si nesses which 
represe nt 95 per cent of th e total of a ll 
businesses. They e mplo y over one-half 
of the e mplo yed population. In other 
word s. about 50 million of our total 
empl oyed population of 95 million-. are 
employed by small bu siness. 

H ypo th e ti ca ll y. participation of JOO 
pe r cent of small businesses in the U.S. 
to a budgeted commitment of one-half 
of I pe r ce nt of pre-tax profit would 
produce in excess of $ 1 billion per year. 
Thi s minimum budge t shou ld be used 
to support Colorado organi zations such 
as the Den ve r Chamber of Commerce 
a nd Colorado Association of Com 
merce and Industry in prute<.:ting aml 
promoting small business in the s tat e 
legislature. 

To support fed e ra l lcgislatitln, th e 
new Cenkr for Sma ll Businc~s or the 
U.S. C hamber. the National Federa
ti.on of I ndcpendent Business and other 

nation a l bu s ine ss as ociations are 
available and eager to expand their ac
ti vities . All that is needed is a firm 
commitment from the small business 
commu nit y. 

In terms of voter strength. assuming 
100 per cent agree ment on small busi- · 
ness issues . counting only the business 
princ ipal and hi s or her spouse, we 
have a minimum of 18 million votes and 
a lso a powerful lobbying potential 
through correspondence with con
gressmen. 

How can pos itive legi s la tion for 
small business have an impact on our 
na tional economy? 

For sta rters . ta ke the current un
employment problem. According to the 
October issue of Fortwie., .one-:half of , . 
our current 7.5 million unemployed 
people left their jobs voluntarily. In 
other wo rd s . a n unemployment rate of 
3. 75 per cent should be considered. for 
practica l purposes, a " full employ
ment" condition. 

If ne w federal ta x legislation would 
a llow a tax credit of $5,000 for each 
new additional full-time employee up to 
a tota l credit of $20.000 (4 employees in 
one year). it is possible that the total 
unemployment surplu s of 3. 75 million 
people could be absorbed ent irely by 
small busi ness! 

Si nee the majority of . the u n
employed are unskilled wome n and 
tee nage rs. we can presu me an average 
hourl y rate of abou t $3. Annual cost to 
the employer for one such employee 
would include $6.000 of direct labor 
plus a n estimated JOO p~r cent burden 
fac tor. for a tota l of $ 12,000. With a 
$5 .000 tax credit. hi s net co t would be 
on ly $7.000. Such an incentive should 
stimulate many small businesse to ex
pa nd e mpl oyme nt . hence product ivit y. 
S ince it is limited to a to tal of $20,000 
c redi t. it s majorbenefit is to sma ll bus
iness . Compare this wi th the estima ted 
cost to the govern me nt of $25 .000 per 
un e mpl oyed person for s ho rt-term , 
make-work jobs under th e curre nt S4 
billion Puhlic Works Bill. or the pro
posed Humphrey-Hawkins Bill. and 
thi s is a bargain. · 

Onl y 38 per ce nt of all small bus i
nes!->es. adding one person each. is re
quired 10 erase curre nt unemployme nt. 

Small bu si ness is also being stifled 
out of e xisten<.: e Jue to th e lack of 
available <.:apital. This fac t has recently 
he en co nfi rrned by a special Ta~k 
Force nr the Small 13u :-ii m.:s s Adminis
tratio n. 
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How free is the free enterprise system? Recent 
events have brought that question into sharp focus. All 
the evidence is not on one side of the issue . 

There are some in the business community who put 
the emphasis on enterprise. They make a case for 
allowing those who operate in the private sector to 
take their chances, free of government regulation , and 
carry on a ny kind of activity that is not expressly 
forbidden by Jaw. 

Proponents of that view say anyone who gets out of 
line on price , quality , safety, or commits any other 
indiscretion will be adequately regulated by the cus
tomer , who will tum away , ·take his business 
elsewhere , and soon put the businessman who is out of 
line out of business. 

A second, and much larger segment of the business 
community feels that often there is too much emphasis 
put on enterprise. Such businessmen feel a co
operative curb may be necessary to keep extremists in 
line". So they organize ethics committees to set stan
dards for the good of all. Fair trade pricing grew out of 
just such concerns and flourished until Congress re
cently outlawed the practice. Better Business Bureaus 
are dedicated to the same proposition that a little self 
regulation is better than the totally free market. 

There is a third group , which is coming more and 
more into promin~nce - businessmen who put the 
emphasis on free rather than on enterprise . They want 
enterprise all right , but they seem to be saying they 
wr.. :1t it free of risk. 

A prime example of that approach was seen recently 
in the strategy of the pharmaceutical companies which 
balked at producing swine flu vaccine until the gov
ernment assumed the risk of malpractice suits that 
might arise from the use of their product. Another 
example. which hit.seven closer to home , involves the 
suspension of shale oil development by some of the 
nation ' s largest petroleum companies on the ground 
they had to have more government guarantees against 
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Joss before they would continue their work. It is in
teresting to note they did not give up their pre-emptive 
rights to shale oil development. They just got permis
sion to stop the yearly payments on their tract bids 
while they work on the guarantee side of the equation. 
When the federal office of technology finishes rhe 
shale oil analysis Colorado Sen. Floyd Haskell has 
asked for , it will be interesting to see if the shale 
developers can still make a case for more government 
help. 

Luckily .for progress all businessmen do not fall into 
the three categories listed above. Two. who have been 
eminently successful , are willing to take chances, ~nd ... 
believe in enterprise are featured in this iss~1e .of COL
ORADO Bus1NEss. One is Harry Bass fr. thi( man who 
bought Vail- a successful oil company operator. For 
the inside story of why Bass bought Vail, and his plans 
for the resort, see Money. 

The other successful businessman who has some 
strong ideas on how the system ought to operate and 
how businessmen should organize is Duane Pearsall, 
president of Statitrol Corp. of Lakewood, Colo., who 
was named the outstanding small business man of the 
year by the Small Business Administration. Pearsall 
writes this issue ' s Special Report, and offers some 
ideas that should be of interest to businessmen 
everywhere. 

With the presidential election now a part of history 
most citizens are ready to forget politics for a while, 
but for those with an active interes t it is almost time to 
warm up for the forthcoming gubernatorial election in 
1978. In Colorado, Gov. Richard Lamm stands at the 
half-way point of his four year term. Again this year, 
as they did last year , the editors of COLORADO BUSINESS 

have conducted a public opinion poll to see how he is 
getting along with his constituency (See Government). 
It is a long haul to the next election , but chances are 
future events have already cast their shadow on the 
Colorado statehouse . 
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