Prepared by Rep. Nydia Velázquez, Ranking Democrat on Small Business Committee

Tax Incentives to Help Small Businesses Hire and Grow

Small businesses will lead the recovery by putting more Americans back to work.
· The unemployment rate is at 9.1%, with millions of Americans out of work and job growth stalled. 
· The President’s plan tackles these issues by targeting billions of dollars at small businesses by creating new tax cuts that provide immediate incentives for firms to hire and invest right now. 
· Payroll taxes, which make up some of the largest tax burden for small firms, will be cut in half. 
· A broad array of hiring tax credits will be available which will put more Americans back to work immediately. 
· In order to get small firms investing and hiring again, we need to make smart choices that will have an immediate impact. What tax incentives are most beneficial for small firms like yours?

· Over half the President’s plan focuses on tax cuts. What do you think is the right balance to spur economic growth?

The payroll tax reduction will be especially beneficial for small firms.
· Next year, employer paid payroll taxes will be cut in half. This means that a small firm with 50 workers earning an average of $50,000 a year would receive an $80,000 tax cut. 

· The non-partisan Congressional Budget Office (CBO) estimates that the employer payroll tax cut is one of the most effective job creators by helping firms reduce labor costs.
· Every American worker will see more money in their paycheck because they too will receive a tax cut. On average, this will save American families $1,500 a year, giving them more purchasing power. 
Hiring tax credits will create new jobs for out-of-work Americans.
· Completely eliminating payroll taxes for small firms that add new workers or increasing the wages of their current workforce will greatly benefit our nation’s job creators. 
· The National Federation of Independent Business, an advocate for small businesses, has said that a payroll tax holiday could reduce unemployment and keep people working during a period of slowed economic growth.
· Firms that hire long-term unemployed workers will be eligible for an additional $4,000 tax credit. This type of extra incentive is one of the most effective ways to accelerate job growth. 
· These bonus tax cuts will allow smaller firms to expand their payrolls bringing down  the unemployment rate. 
For those firms ready to invest in new equipment, the President’s plan allows 100% expensing of business purchases. 

· At a time when capital purchases are low, 100% deductibility of business purchases rewards firms for making investments in their business. 

· Small businesses in particular benefit from this tax deduction because it is simple to use and encourages them to invest in newer, more efficient, and more environmentally friendly equipment. 
· When small business can write-off the full amount of investments they make, this puts cash quickly back into a small business owner’s hands allowing them to use that money for other business needs. 
Small businesses, which are responsible for nearly 70 percent of job creation, remain at the center of the economy.  The tax incentives included in the President’s plan are targeted directly at small firms, not big corporations. Doing so will ultimately get more Americans working again. 
Small Business Tax Resources

· You can locate how enacting the President’s plan will benefit your firm here:http://www.whitehouse.gov/the-press-office/2011/09/08/fact-sheet-and-overview 

· You can locate Employer Payroll Tax information here: http://www.irs.gov/businesses/small/article/0,,id=172179,00.html 
· Self-Employment Tax information can be located here: http://www.irs.gov/businesses/small/article/0,,id=98846,00.html 
· Information on the Hiring Tax Credit can be located here (but please note: the information posted is for the Hiring Incentives to Restore Employment Act and       will be updated to reflect any changes in the law): http://www.irs.gov/businesses/small/article/0,,id=220745,00.html
· You can locate information on how 100% expensing (Bonus Depreciation) benefits your firm here: http://www.irs.gov/businesses/small/article/0,,id=230307,00.html#2022 

· General Small Business and Self-Employed Tax information can also be found at: http://www.irs.gov/businesses/small/index.html 

· You can locate information on the Taxpayer Advocate Service, which provides free information, and is a voice for small firms here: 
http://www.irs.gov/advocate/article/0,,id=212313,00.html
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