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Decu.ber 10, 1968 

111'. 8cnry L. De.7, Prea1dftt 
Da7 tu.nea, IDe. 
Wallace, Idaho 83873 

Dear Mr. Day: 

!lIaDk you tor takiq tiM to exprea. in a IDOIIt coaci.. 
...r your t ..llDp repr4ina tbe cabi_t ae1eotlou 
of tJte next adIIirdBtratlcm. I have t01'W1'd.e4 them to 
the appropriate atatf .uera aDd you can be a.aurecl 
t!at they Yill be eau1d.ered along"'ff1th the other ft
~t1on.we haft neel.,.. 

A.1n, tbank J'OU. 

Cordia1l1' , 

H. I. Bald.etan 
As.i'taftt to tbe 
Prealdent-elect 

BBH/'IIC 



November 27, 1968 

\1r. Elliott D. DeGraff 
President 
Ambionics. Incorporated 
416 Southern Building 
Washington. D, C. 2.0005 

Dear \1r, DeGraff: 

Thank you for your letter of Nove'TIber ZOth, 

I have forwarded it to Mr. Martin Anderson. 
the head of our Research Department. I am 
sure that he. or the appropriate rn.ernber of 
his staff. will be incoontact with you shortly 
to further discuss your ideas. 

Cordially. 

H. R. Haldeman 
Assistant to the 
President-elect 

HRH:jc 
cc: 'v1artin Anderson 
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December 10, 1968 

Mr. Jo.eph E. Di F10re 
510 Southeaat 13th Avenue 
~rfieM~h, Floria 

Dear Mr. D1 riore: 

'l'b&Dk you tor your eugestione on the Cabinet. I 
taw tonrarded them., alone v1th tho.. ot .everal 
others, to our people concerned 1n thia area. I 
em sure they will be appropriately con.idered. 

Cord.ia~, 

B. R. Balde_n 
A••l.tant to the 
Pre.ident...lect 



""'.<'4-;J:U'.· .' " lit. ",l" :u 

December 10, 1968 

Mr. Joseph G. D1 Nero 
13~7 Shakespeare Avenue 
Bronx, New York 10452 

Dear Mr. IIero: 

'l'banlt you for taking the time to wrlte and express 
your Views and eoncerna on problems confronting the 
new adm1nlltration. We ean aSIUre you that we 
share them. 

TbaDk you too tor expressing your belt wishe. to the 
Preaident-eleet. 

Cordially, 

H. R. Hald.,.,n 
A••1a'tant to the 
Pre.ident-elect 

HRH/me 



January 6. 1969 

Mr. John S. D. Eisenhower 
Valley Forge 
Pennsylvania 19481 

Dear John: 

Although you asked me not to answer your 
letter of December 16th, I want to say that 
your experiences in the "dark ages," ae you 
call them, are most useful and helpful to u •• 
and I find that we keep turning back to the 
procedures and people of those days as we 
try to put this whole thing together. 

I appreciate your emphasis of the necelsity 
of keeping a record of every conference with 
the President, and I am sure you are absolutely 
right in that we must find a way to do this 
that fits with his method of working. One way 
or another, we will find a way to do 80. 

Thanks very much again for your help and 
very best regards. 

Cordially, 

H. R. Haldeman 

HRH:ds 



JOHN S. D. EISENHOWER
 

Valley Forge, 
Pennsylvania 19481 
16 December 1968 

Mr. Robert Haldeman 
Office of the President-Elect 
THE PIERRE HOTEL 
New York, New York 

Dear Bob: 

Thank you for your letter. Quite obviously every President 
organizes his staff according to his own personality. Therefore our 
experiences in the dark ages are useful as references only. 

I would like to repeat one point, however: if you don't have 
someone keeping a record of every conference with the President, 
Mr. Nixon will later regret it. He will some "oay need these records 
for his own protection and as references when he will inevitably 
write his memoirs. 

Please do not bother to answer. I have said my piece. 

Sincerely, 

JSDE:jht 

cc: The Honorable Bryce Harlow 



December 4, 1968 

\{r. John S. D. Eisenhower 
Valley Forge, 
Pennsylvania 19481 

Dear John: 

Thank you very much for the memorandum regarding 
the staff Secretariat in the White House. The outline 
of how you operated, and the suggestions you have for 
our upcoming operation, are most valuable. As you 
well know, it is a monumental task trying to figure 
out how best to approach this whole thing. 

Because of a number of differences in the way Dick 
works, I am going to have to work out a staff arrange
ment somewhat different from what yours was, but 
obviously the basic needs are the same. 

Thank you again for writing. Hope to see you soon. 

Cordially, 

H. R. Haldeman 

HRH:jc 



Decetnber 21, 1968 

Mr. Charles Farrington. Jr. 
Vice President 
National Environment Corporation 
Union Bank Square 
Orange, California 92668 

Dear Charlie: 

1 am passing your letter requesting 
invitations to the Inauguration to: 

Mr. Robert McCune 
Oflice of the President-Elect 
Federal OUiee Building f 7 
Seventh &.; H St., N. W. 
Washington, D. C. 

Bob is handling the arrangetnent. for 
the Inauguration and will do all he can 
for you. 

Hope to eee you eoon. In the tneantime 
have a Merry Christtna•• 

Cordially. 

H. R. Haldeman 
~a.i.tant to the 
Preaident-eleet 

HRH:de 

e~: Robert McCune 



'. - .............. -.) .....
 
U:\!Oi\; GAi\K SCLJAR;': • ORANGE, CALIi=ORi\;IA, 92668· CABLE: CLARCG' TELETYPE 8JO·5StJ-i5G6· (714J 547~8781 

December 18, 1968 

Mr. H. R. Haldeman
 
Office of the President-Elect
 
450 Park Avenue
 
New York, New York 10022
 

Dear Bob: 

While I realize you are probablY not directly involved in this -- and
 
therefore would prefer not to take" up any of your time with it -- I would
 
appreciate your advising me as to how it would b~ ~ossible to obtain invita

ti ons to the Inaugurati on for both myse1f and my wi fe, as we 11 as the
 
President of National Environment, Mr. Henry D. Clarke, Jr. and Mrs. Clarke.
 

Hopefully, my credi ts as along-time working Repub1i can and umJaveri ng 
Nixon supporter are well-enough established. I should tell you, though, that 
Henry Clarke, while never involved in the "nitty-gritty" of Republican poli 
tical activity, has been a more than sufficient supporter in terms of 
financial aid and comfort. 

Thank you, Bob, for any help you can give me on this. 

With warmest personal wishes, I am 

Sincerely, 

~/) 
~U~ 

Charles Farrington, Jr. 
Vice President 

CF:nad 



December 16, 1968 

Mr. l ..ea A. loy
421 8eventy-a1xtb Street 
Borth Berpn, Ifev Jer..y 

Dear Mr. Foy: 

ftaDk you very much tor your letter suggeating tbat 
w follow the tore1p po1.icy ot the JohDaon Ad
min1atration. Bowewr, Mch a4min1.tratlon 81.t set 
it. CN'Il course. Thi. we intend to do. 

Cordi&J.ly, 

B. R. Bal4ean 
A••1atant to the 
Preaident-eleet 

BIUI/ac 



427 Seventy-sixth Str6et 
North :Bergen, He\'! JerseJ 
·J'ec-l~~c~ In I~~n. - e d,)C! \./, :'/0',,_) 

De::.r IiI' 0 HoldeEl3..n: 

As one 0,-" Pre::d<i cut Elect ;'JiXO:l prin<:pIe 
Qicl,,:,s I ":Iantto urge you ~o 1..1 e your in~luc:uce 
ill l1c:tVG r.=1'1. I.Ji::o~.-t fol101J l~~Jt~ !'ol'lci231"l =-~olic:T of 
t~]lC J OIlllS 011 e. fJ.)'li3 li S·t~2, t i all. 

Pl~e,(~i,~.cr(t JOTl.11S011, ilice Presidc~Llt =~U:-l2)}:1re: 
'::1.1;(1 .3ecl'ct:=;r:- :1.us';: S: Cl iffOI"--l lw.ve ir:deeE,:1. 
c2~rric(J out a \'Ji~:)e :~1.rlcl TJI'll"ellt ,.~cl·eizrl "'--'olicll~{ 

\!~:ic;i:t I ul':;e you to cal'rJ out duri.;;he llExt 
~ 0 l' ~_~~ .>' e ~::. T S • 

7 



December 6, 1968 

Dear Mr. Flemming: 

It was mo.t fiattering to receive the letter from 
Mr. Nixon relative to the recruiting effort for the 
new Adminietration. At the risk of displaying groll 
immode.ty, I am returning a detailed. although .ell
endorsed, resume on McMahon. supported by a recent 
article in the pre•• eomewhat germane to government. 

It is always difficult to isolate the precise .ituation 
that will turn one on for party and country in the face 
of a snug and remunerative hearth warmed by big 
busin.se. The low mortgage rate on the old homestead 
and two teenage daughters in love are aleo strong 
california adhesive•. 

In my case. I suspect that challenge alone would not be 
enough; I experience this each day commuting by crowded 
freeway. A chance to make a meaningful contribution on 
a daily ba.i1, to be expo.ed to an exciting environment 
for innovation, to pur.u. a job inad.quately performed 
by predec•••ors yet po•••• sing the potential to improve 
the lot of us; these are conditions which justify 3,000 
mile moves, l8-hour days and teary teenagers. 

Specifically, I have no idea where I might strike a blow 
for democracy. The thought of an aSlociation with the 
Vice President-Elect stimulates my creative proceeses 



- z 

immediately if for no other reason than to attempt 
to compensate lor the premature and misguided 
public judgment. There is aleo the strong possibility 
that those of my ilk 8erve be8t who only ait and pay taxes. 

In any event, my qualifications are attached for all to 
see. U you get a chance, please convey my personal 
greetings to Bob Haldeman and tell him to give me a 
"V" for volunteering. 

Sincerely yours, 

Mr. Harry Flemming 
Office of the President- Elect 
Richard M. Nixon 
Washington. D. C. 

Encl. 



/
 

HARRY FLEMING
 

j..t-'·
 
BOB HALDEMAN Dec. 7. 1968
 

Please note the attached corre8pondence
 
from. William W. Blakely.
 

It is possible that he might be good to use
 
in screening or recruiting.
 

.... 

" . 
. , 

~ t I 

i' , f 

.. 
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TO: Peter 'laD:!gan
 

nOlI: B. I. Ba1deman neo.ber 13, 1968
 

Markee'. re_. tor you..r attention. 

BRK/mc
encl. 



.' 

Deceaber 16, 1968 

Mr. Walter rorward. Executive Vice Prea1deDt 
Royal Bavai1aD Management CorpOft't1011 
457 South Robertson Bou1evard 
Beverq Hill., CaUtOJ'Jl1a 902U 

Dear Buszs 

Thank 10U very much tor your letter and enelo8UJ'es reeommeJlll1rJg 
Victor M. Carter tor tbe position as Ambassador to Japan. 

I have torva.rded your letter to Mr. Peter Flanigan, who i. bandHDI 
a particular part ot the &tatting phase ot tbe trana1tloll per1ocl. 
M:r. Carter Y1l1 hear treD us as lIOOIl .. possible. 

Tharlk YO\1 alao tor )'OUr congratulatlou on the Hixon Yict01'7. Tbe 
next tour yean win proride I8JQ' new challenge. that ant as 1ft 
untbought ot fI ;D 18 aoa4 \0 kDaW tbat we .ft 7GU' RPJQI'L .. _ 
approacb thea. 

•• I ••,.,. Pili 

' .. , '!.• I 
~ .... ... t'" • • \ . ..,.;\ . 

J 
t" ~ .. t'...,., 

~~ ~)~ .. ".( r: .' ~.<flIl 
.,~ 1I ~-."..... -""'.- ",- "..' " 



haem.r 16, 1968 

Mr. Jal:Jes A. roy
427 Seventy.sixtb Street 
Borth Berpn, Rev Jer••7 

Dear Mr. loYI 

.. ~Tbanlt you very much tor your letter suggesting talat 
we follow the toreign policy ot the Jotmaon M
1Il1D1.tration. JkMtver, each admlni.tratlOD .., .., 
it. GIlD cour... fbi. we intend. to 40. 

... ', . 

Cordia'llT, 
!t~ , 

H. R. Ha14eDan 
A.I1.tant to tbe 
Pn.14...t ..1ect 

\, "t, \,. ' . 

. , 
.. \ 

\' "
\ 
\ 
',> 

;\ 

\ 
\, 



December 10. 1968 

Dr. Jobn D. hench. Director 
BraiD Re...reb In.titute 
Tbe Center tor tbe Health 8eienc•• 
Lo. AJagele., ca11tonl1a 90024 

Dear Jack: 

I ._ glad to receive your letter. COIDID8nt. of 
tile qual1ty ot one sus a. JOUJ'M1t are always 
nlOOM. I bave torwvde4 7O'U' luge.t1ona to 
Mr. Peter F1an1pn who 1, do1D& moat ot the bI..1c 
lereeniD& ln the area. of Horetarie. and al.latant 
..eretarl•• at the Cab1Det left1 ..• > I am aure be 
too w111 welcome tbe 1mput41 you otter. 

'lbank ;you too tor your cOD&2'&tulat1ona and belt 
wi"a. WhUe I am aure tbe cballenp ahead 1001'Q 
large, I eagerly look forvud to meeting 1t. 

Sincerely, 

H. R. lfaldean 

HIlI/me 



J....ry ZI. 19" 

TUM ,.. fer yow letter COIla...... 
WI". PIaUlp Eater'. appllcal:lea .. the 
WlaUe ..... FaU... P ....n ......cla 
,_ -U" .. me la Ne. Yerk. 

It la a 1'. to fo,... tIala to 
Mr. S P. Strlck E_c.u.. 
S.c ,. Cemaala.l Wldt. BOllIa. 
1'.1 Cl... Sanic. Ca....... I am certala 

.... 
wltlbe Iaa." 

Ie Mr. E.ter II the..e ...a, 
f cU. II••h..N take. 

WUll ...........,....
 

Slace..ely. 

H.It. B....... 
A....taat to tile 
p,.e.l... 

H_rat.te CM..l.. s. 0 1' 

Roa••f .........tl . 
Wuhllll'" D.C. 

lNCO.MlNO TO Mr. Steph•• P. Strleldalld. 

RH:a, 



MEMORANDUM 

Decer,nber 27, 1968 

TO: BRYCE HARLOW 

FROM: BOB HALDEMAN'S OFFICE 

The attached correspondence is further to Mr. Gray's earlier 
letter on the satne subject. He is aware that the corre8pondence 
has been forwarded to you. 

Please forward this corre8pondence to Mr. Anderson, if you think 
it is appropriate. 

D. L. Stephens 
Secretary 



Decer.nber 27, 1968 

Mr. L. P. Gray, m 
Sullm.an, Shapiro, Wool, 
BreJUl&D & Gray 
325 State Street 
New London, Connecticut 06320 

Deal" Mr. Gray: 

In Mr. Haldeman's absence, I have 
taken the liberty of pas.ing your letter 
of Dec:er.nber 23, 1968, to Mr. Bryce 
Harlow and Mr. Martin Andereon. 

Sincerely, 

D. L. Stephens 
Secretary to Mr. Haldeman 

/ 
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LAW OFFICES 

SUISMAN, SHAPIRO, 'VoOL,BRENNA~ & GRAY 

CHARLES SUISMAN 325 STATE STREET 
MAX M. SHAPIRO 

LOUIS C. WOOL NEW LONDON, CONNECTICUT 06320 TELEPHONE 442-4416 

JAMES F. 8Rt:NNAN~ .JR. AREA CODE 203 
LOUIS PATRICK GRAY, III 

S. JOEL SUISMAN 

MARILYNNE G. WOOL December 23~ 1958 
DALE P. FAULKNER 

THOMAS B. WILSON 

ANDREW BRAND IN REPLY REFER TO: 

OUR FILE # 

Mr. H. R. Haldeman 
Office of the President-Elect 
450 Park Avenue 
New York, New York 10022 

Dear Bob: 

As a follow-up to my recent letter~ I am enclosing a brief 
summation of the position of the Small Business Investment Company 
Industry. This is submitted to acquaint you with the record of the 
Industry and the nature of the problems confronting the Industry. 

The summation ties in with the President-Elect's letter to 
the Industry President dated July ll~ 1968, a copy of w'nich was 
forwarded to you with my recent letter. You will recall that you 
referred that letter to Messrs. Greenspan and Anderson of the Staff. 

In the summation I have included the legislative package 
proposed by the Industry. In keeping with the expression of interest 
contained in the President-Elect's letter to the Industry President, I 
have recommended that the appropriate members of the Staff meet 
with Industry representatives at the earliest opportunity in order to 
hammer out a legislative package to be forwarded to the Congress by 
the Nixon Administration as soon as practicable afte.r January 20, 1968. 

This is a program that is sound» makes money for the Federal 
Government (the taxpayer), can have a direct impact in developing 
minority businesses, and is loaded with favorable political mileage 
in that it also impacts directly upon the economic health andce-velopment 
of small businesses throughout the Nation. 



Mr. H. R. Haldeman 
Page Two 
December 23, 1968 

Here is an opportunity for the Nixon Administration to 
run with the ball and establish at long last a viable partnership 
between the Federal Government and private capital envisioned 
by the Eisenhower Administration and the Congress in the legis
lation which created th~ Industry in 1958. 

t am sending along three extra copies of this letter and the 
summation for your internal distribution purposes. 

With my best wishes and warm respect, 

Sincer~
 
;C/;A. 

L. P. Gray, ITI 
. LPG:wd 
Enclosures 



Prepared By:	 L. P. Gray, ITI 
12-23-68 

THE SMALL BUSINESS INVESTMENT COMPANY INDUSTRY 

PROBLEM: 

The President-Elect is on record favoring a positive and 
aggressive approach to the problems facing the small businessmen 
and the Small Business Investment Companies of the United States. 
THEREFORE, a Nixon Administration legislative package ought to 
be presented to The Congress of the United States as early as may 
be practicable after January 20,1968. 

SOURCE: 

Refer to the letter of The President-Elect dated July 11, 1968, 
and addressed to Mr. Elliott Davis, President, National Association 
of Small Business Investment Companies; and to the telegram of The 
President-Elect and also addressed to Mr. Davis. (Copies attached 
as Exhibit A. ) 

INDUSTRY ORIGIN: 

The Small Business Investment Company Industry was 
created by the Small Business Investment Act of 1958 and observed 
its 10th anniversary on August 21, 1968. 

WHAT IS AN SBIC? 

(a) A corporation established by private individuals with 
private capital and licensed by the Federal Government to do business 
as a Small Business Investment Company in accordance with the Act 
and the Regulations issued thereunder. 



Prepared By: L. P. Gray, III 
.12-23-68 

(b) Prior to t.l-J.e enactment of the Small Business Investment 
Act of 1958, the Federal Reserve Board established that the Small . 
businessman was not getting the financing that he required in order to 
compete and maintain his position in the Nation's growing economy. 

(c) The intent of the Eisenhower Administration and the Congress 
was to provide the small businessman with the venture capital financing 
required via the private sector of the economy with a minimum of 
government funds. 

(d) The SBIC's constitute the first national grass-roots system 
of equity and debt financing for small businessmen in the Nation's history. 
Small businessmen, for the first time, have a recognizable place to go 
for the "hard-to-find" kind of money which is provided big business by 
the traditional national money market. 

WHAT HAS THE SBIC INDUSTRY ACCOMPLISHED? 

(a) Leveraged government loans of $250 Million to SBIC's 
into a total investment of $3 Billion in small businesses. 

(1) $1. 3 Billion in SBIC investments, making it possible 
for small businesses to borrow an additional $1. 7 Billion 
from banks and other lenders. 

(b) The $1. 3 Billion SBIC investment represents over 30, 000 
financing transactions to small businesses. 

(1) This financing was in the form of loans, capital 
stock purchases, and convertible debentures. 

(2) Average equity position of the SBIC's in the small 
business concerns financed is estimated to be 15 to 20% 
on the basis of the original investment. 

(3) Interest rates on debt financings have averaged about 
8% with equity rights and about 9% without equity rights. 

(c) Created jobs and created them cheaply. Each $100, 000. 00 of 
SBIC financing is now resulting in more than 20 new employees being hired 
by the small business concern receiving SBIC financing - or one new 
job for every $5, 000.00 SEIC investment. The SBIC's cost for creating. 
new jobs is lower than that of any other program in the Federal arsenal. 

- 2 



Prepared By:	 L. P. Gray, III 
12-23-68 

(d) Helped small companies to grow and to grow much faster
 
than the national averages - an extremely important consideration if
 
small companies are not to lose ground to big companies in our
 
expanding economy. The small business concerns aided by SBIC
 
financing:
 

(1) Have increased employment - 2,022 small business 
concerns have increased employment by 41, 219 jobs, or 
53. 5% since original SBIC financing. 

(2) Have increased assets - assets of 2,164 small 
business concerns have grown $525 Million, or 50% with 
SBIC financing. . 

(3) Have increased gross revenues - gross revenues of 
1,884 small business concerns have jumped more than 
$500 Million, or 49.1% with SBIC financing. 

(4) Have increased profits - profits of 1,859 small business 
concerns have climbed $13 Million, or 56.2% with SBIe 
financing. 

WHAT HAS BEEN THE COST TO THE FEDERAL GOVERNMENT? 

(a) Annual cost to Government - $6.5 Million. 

(b) Additional	 Income generated by SBIC program - $12. 5 Million. 

(c) Interest income to Government - $1. 2 Million. 

(d) Total profit to Government - $7.2 Million. 

(e) The Small Business Administration has concluded that the 
SBIe program is clearly a very efficient and beneficial means of aiding 
economic growth. 

WHAT IS THE INTERNAL CONDITION OF THE SBIC INDUSTRY? 

POSITIVE FACTORS 

(a) Return on invested capital reached 6% in Fiscal 1968, up
 
from 2.4% in Fiscal 1967, and 2.5% in Fiscal 1965; a break-through
 
appears to have been achieved.
 

.~ (b) Unrealized appreciation on SBIC investments jumped to 
$141 Million from the year earlier $109 Million. 



•
 

Prepared By: L.P. Gray, III 
12-23-68 

(c) Profitability came solely from realized gains on investments, 
rather than from interest and other income. 

(1) 441 reporting SBIC's had income from operations 
of $12. 7 Million. 

(2) They offset this by reserving $13.7 Million £01' losses and 
$1. 3 Million for income taxes. 

(3) This results in a net deficit of $2.3 Million from 
operations. 

(d) Smaller SBrC's (capital under $300,000.00) made a profit 
for the first time ever - a profit of 1. 1% on their capital. 

(e) SBrC industry chalked up .a.positive retained earnings figure 
for first time since 1961. 

ADVERSE FACTORS 

(a) Private capital in SBrC's dropped for fourth straight year 
and is now at its lowest level since September, 1951. 

(1) Private capital on 3-31-68 was $343 Million. 

(2) Private capital on 3-31-67 was $392 Million. 

(3) Highpoint occurred on 9-30-64 when private capital 
in all SBrC's added up to $465 Million. 

(b) Fiscal 1968 least active year for SBrC's since SBA began 
compiling data for Fiscal Year ending 3-31-63. 

(1) For FY ending 3-31-68, SBrC's disbursed $143 Million. 

(2) For FY ending 3-31-67, SBrC's disbursed $164 Million 

(3) For FY ending 3-31-66, SBrC's disbursed $221 Million 

(4) For FY ending 3-31-65, SBrC's disbursed $187 Million 

(5) For FY ending 3-31-64, SBrC's disbursed $220 Million 

- 4 -



Prepared By: L. P. Gray, III 
12-23-68 

(c) Number of reporting SBIC's lowest since 9-30-61, illustrating 
dramatically the attrition in the industry during the past 4 years. 

(1) Latest SBA tabulations indicate that there were 441 reporting 
SBIC's on 3-31-68; high point for the industry was 9-30-64 
when 664 SBIC's filed reports. 

(2) A steady decline since then brought the number of 
reporting SBIC's down to 548 on 3-31-67. 

(3) Present indications are that further departures will 
decrease the number of active and reporting SBIC's through 
the end of FY 1969. 

(4) License surrenders and mergers are likely to be 
higher th"an numbers of.new licensees for the remainder of 
present Fiscal Year. 

(d) SBA's money cupboard is bare - no dollars are available for 
lending to SBIC's; outlook for immediate improvement is d.im. No dollars 
have been disbursed on SBIC loan applications since July 1, 1968. Loan 
applications to SBA from SErC's are approximately $20 Million. SBA 
has not been able to raise dollars from institutional lenders under its 
100% guarantee program. Tightening money market has thwarted SBA's 
efforts as no long term money shows up at 6.5% --- even with the Federal 
guarantee. 

WHAT DOES THE INDUSTRY PROPOSE? 

A legislative program as follows: 

1. The establishment of a Small Business Capital Bank. 

2. Amendments to the Internal Revenue Code of 1954 to: 

A. Provide a statutory reserve of at least 10% against 
losses on all SBrC financing instruments, equity as well 
as debts; 

B. Clarify the personal holding company surtax 
exemption; 

C. Extend the "pass.:..through" privilege to all SEIC's, 
public and private alike; 

- 5 
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D. Liberalize the diversification requirements for
 
SBIC's electing to be taxed as regulated investment
 
companies;
 

E. Permit the accumulation of SBIC earnings and profits 
tax free provided they are utilized for additional loans 
and investments; 

F. Permit SBIC's to be shareholders in Subchapter S 
Corporations; and 

G. Extend Section 1243 to permit an election to treat a 
loss on any SBIC financing instrument as an ordinary loss 
rather than a capital loss . 

3. Amendments to the Small Business Investment Act of 

A. Begin "third-dollar" financing with the first dollar 
of private investment; 

B. Authorize SBA to give a 90% guarantee on loans and 
investments made by SBIC's in certain public policy 
areas such as those to ghetto businessmen, to combat 
air pollution and to stimulate urban rapid transit; 

C. Authorize SBIC's to establish special discretionary 
portfolios up to one -third of their assets for loans to 
or investments in eligible small business concerns without 
regard to SBA regulations relating to: (1) overline 
loans and investments, (2) minimum period of financing and 
maximum amortization, and (3) Purchases of outstanding 
securities privately or on the open market; 

D. Permit SBIC's to require proprietary interests 
in unincorporated small business concerns; 

E. Provide that the Associate Administrator for 
Investment of SBA be appointed by the President, subject 
to Senate confirmation, to serve a five -year term, and 
that the acts of such Associate Administrator be subject 
only to review by a three-man Board to consist of the 
Administrator of SBA and two other full-time Board 
members to be appointed by the President, subject to 
Senate corfirmation, and to serve staggered six -year 
terms as members of the Investment Division Board; 

- 6 



Prepared By:	 L. P. Gray, III 
12-23-68 

F. Provide appeal to the Investment Division Board 
on action of the Investment Division rejecting an SBIC 
funds application or calling outstanding loans; and 

G. Authorize SBIC's to issue debt instruments that 
will qualify as capital for purposes of borrowing from 
SBA and for determining loan limits. 

4. Amendments to the Federal securities laws to: 

A. Grant appropriate exemptions for SBIC's from the 
Investment Act of 1940; and 

B. Permit SBIC's to sell portfolio securities in 
publicly-owned companies, without registration under 
the Securities Act of 1933 where such securities or 
predecessor securities are held for three years or more. 

RECOMMENDATION: 

Although the SBIC Industry proposes to carry its own legislative 
program to the Congress, I strongly recommend that the Nixon Administration 
designate Staff members to meet with Industry leaders just as soon as 
possible to hammer out a legislative package acceptable to the Nixon 
Administration and to the Industry. 

Regardless of the Positive Factors cited herein, the Adverse 
Factors are such that private capital continues to leave the SBIC program 
in ever increasing amounts. The program has demonstrated its capa
bility and ougJlt not to be abandoned and left to fend for itself before the 
Congress. 

The partnership, envisioned by the Eisenhower Administration 
and the Congress in 1958 has never been fully realized. Now is the time 
to build that partnership on the Industry's proven record of service to 
the small businessmen of the United States. 

- 7 ~ 
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A SEMI·!,10NTHlY lfTTU FOR 
SMALL BUSINESS INVESTMENT COMPANIES 

September 26, 1968 

Dear NASBIC Member: 

Richard Nixon gives wholehearted support for SBIC capital ban~ in 
a telegram to NASBIC president Elliott Davis. The GOP nominee for President 
praised the industry's "record of assistance to small business" and noted 
that the industry requires "the infusion of more private capital. ... 11 

The full text of Mr. Nixon's wire follows: 
"Warm congratulations to you and to your colleagues on the occasion of the 
10th anniversary of your industry. Your record of assistance to small busi
ness concerns is noteworthy, and you have made a solid contribution to the 
development of individual enterprise and the creation of employment oppor
tunities. The infusion of more private capital is required to assist you in 
building upon your successful record to date. To attract private capital so 
that you may assist the many small business concerns now in need, you may be 
assured that a Nixon Administration will explore with your industry and con
sider carefully the concept of meaningful Government guarantees rather than 
placing reliance on Government funds as a source of additional dollars. I 
continue to share your interest in and enthusiasm for the establishment of 
a Small Business Capital Bank. Sincerely. Richard Nixon" 

Prospects for SBIC tax bill get dimmer and dimmer as the days pass 
without any action on Capitol Hill. Senate Finance Comraittee hasn't sched
uled any hearing on the bill yet, deapite promises made to Senator Spark
man two weeks ago (see News, 9/11/68). House Ways and Means Committee has 
indicated it will not meet again this year. 

Only hope lies in quick Senate hearing and vote to add our bill 
to a measure already passed by the House and in getting House agreement to 
accept the Senate amendment. We can't be optimistic about that prospect at 
this time, although -

NASBIC officials met with top Treasury officials on Sept. 24 with 
hope that Treasury would support SBIC measure. Under Secretary Barr and As
sistant Secretary Surrey held to Department's position that primary responsi
bility for SBIC tax bill lies with SBA. They say Treasury will remain neu
tral and take no position for or against the proposal. 

New SBIC with 18 branch offices in 13 States has been licensed by 
SBA. Equilease Capital Corporation will have its main office in New York 
and will begin operations with $500,000 in private capital. It is a wholly
owned subsidiary of Equilease Corp., probably the largest small equipment 
leasing company in the U. S. 

Equilease twins are part of complex making up Eltra Corp., a di
versified firm, listed on the New York Stock Exchange. Eltra ranked #210 
on Fortune's 1968 list of 500 largest industrials. Chief officers of Equi
lease Capital will be: President George A. Halmos, Executive Vice President 
Norbert S. Weissberg. 

NASBIC News is. published twice every rr.on;;, by the Natio.r.ol Ass=,ciati:)n of Smoll Busin~ss Investment Companie'i, 
537 Wosf:inJton Building, Wcshingt"", D, C. 20C05. Telephone: (2Q2; MEtropol,tan 8-3411. Eliiot't Dovis, President; 
\Volter B. Stults, Execl'tive Diredor; Al:~t1 N~·~ce, Jr., Assi',:ont Executive Director. Annual suSscri?tions, $25 (fr.~e to members). 
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NIXON FOR PRESIDENT COMMITTEE, 
P. O. BOX 1968, TIMES SQUARE STATION, 
NEW YORK, NEW YORK 10036 
PHONE (212) 661-6400 

July 11, 1968 

Mr. Elliott Davis 
President 
NASBIC 
537 Washington Building 
Washington, D. C. 20005 

Dear Mr. Davis: 

I want you to know how much I appreciate 
your thoughtful letter of May 28, 1968 affording 
me an opportunity to set forth some of my views 
on national policies needed to secure for small 
business an expanding share of the national economic 
output. 

This is a vital issue of great interest to 
millions of American small businessmen who are 
engaged in the struggle to survive and grow despite 
the increasing concentration of economic power 
occurring now in our society. 

The issue is also of great interest to many 
more Americans who desire to become small businessmen, 
to savor ownership, to participate in our free 
enterprise system, and to participate in the profits 
which are the great motive power of our fantastically
productive economy. 

In order to secure for the small businessman 
an expanding share of the national economic output, 
we do require now the creative interaction of the 
public and private sectors, of government and people, 
dedicated to the exploration of new and imaginative 
means of activating the real resources of America. 

Government at all levels will have to join 
a true partnership with private enterprise in meeting 
the challenge, if the small businessmen of America 
are to experience a reversal of the downtrend in 
growth which they face today. 
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Government money - the tax dollars of its 
citizens - ca~~ot alone provide the response to the 
challenge. Government can help to provide the 
incentives, the policies, and the broad general 
framework within which private enterprise will meet 
the challenge. This is the proper role of government. 
Actually doing the job ~s not - because private 
industry can do it better. 

Too often America appears to be the champion 
of the status quo rather than what we are - the 
boldest architects of change and progress civilization 
has ever known. 

During the years of the Eisenhower Administration 
a first step was made to harness the Federal Government 
and private enterprise in a partnership to assist the 
small businessman to obtain equity capital, long term 
debt, and management assistance. This first step resulted 
in the enactment of the Small Business Investment Act of 
1958 by the Congress of the United States. A serious gap 
in the Nation's financial arsenal was filled, .and another 
segment of the myth of the status quo was channeled into 
oblivion. 

Thus began a pioneering program. Prior to 1958 
there had not existed an institutionalized source of 
venture capital for the small businessmen of America. 
There is none today, except for the Small Business 
Investment Companies formed by private individuals, 
funded with private capital, and licensed by the Federal 
Government to do business in accordance with the terms 
and provisions of the Act. 

The history of the operations under the Act, 
and the financial reports of the Small Business Investment 
Companies, reveal that every dollar of Federal funds 
committed to the program attracted almost two dollars of 
private capital. 

After a growing period of almost ten years, 
the Small Business Investment Company Industry is coming 
of age and is proving to be a much needed form of 
financial ~stitution. Reports from 1,381 small business 
firms assisted by Small Business Investment Companies 
indicate that they have increased their employment by 
11,800 jobs since they received their original financings 
from these Companies. 
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I am well aware that the SBIC Industry has 
made available to more than 25,000 small business 
firms more than $1.2 billion in financings to assist 
the growth and development of these firms. I am also 
well aware that the leaders of the SBIC Industry and 
private commentators and Industry analysts believe 
that the program must be improved sUbstantially if 
the SBIC Industry is to survive. 

Despite the proven success of the SBIC 
Industry in carrying out the purpose of the Congress 
of the United states in enacting the legislation 
which gave birth to the Industry, many of the largest 
companies in the Industry are dropping out of the 
program. Nearly $200 million dollars in private
capital have left the Industry since the Act became 
effective in 1958. 

The Small Business Investment Act Amendments 
of 1967 were enacted to meet some 6f the problems 
faced by the SBIC Industry and the Small Business 
Administration of the United States in developing a 
viable partnership to assist the small businessmen 
of the United States. These amendments resulted from 
legislative proposals sent to the Congress by the 
Executive Branch - the first positive proposals sent 
to the Congress since the legislation creating the 
Industry was enacted. 

Nevertheless, in spite of a proven record 
of success and remedial legislation enacted last 
year, Companies are leaving the SBIC Industry and 
taking with them hundreds of millions of dollars 
of venture capital. For reasons valid to them, the 
managers of these Companies, seasoned in the high 
risk arena of venture capital financing, are moving 
the bulk of their assets from under the umbrella of 
the Act. While some plan to continue to operate 
SBIC's as subsidiaries, others do not plan to 
reorganize themselves in this manner. 

I am convinced that the Industry is at the 
most crucial period it has ever encountered in its 
short life-span. 
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Obviously, many Agencies of the Federal 
Government and many Federal policies have a considerable 
impact upon the operations of the SBrC Industry. The 
complexities inherent in a strong, centralized Federal 
Government increase the magnitude of the challenge to 
implement that which I believe Congress intended - a 
true partnership between the Federal Government and 
the SBIC Industry. 

It appears to me that the SBrC Industry has 
not been able to meet the most fundamental test of 
any Industry; it has not been profitable enough, or 
achieved enough stability, to: 

(a)	 Maintain within the Industry the private 
capital originally committed; 

(b)	 Attract much needed additional private 
capital; 

(c)	 Encourage the formation and licensing 
of significant numbers of new SBIC's, 
even though many areas of the Nation 
are not adequately served by SBIC's. 

In keeping with my views expressed in the 
earlier paragraphs of this letter, the Federal Government 
has the responsibility to provide a climate within which 
the partnership contemplated by the Congress may survive 
and thrive. I do not envision, nor do I recommend to 
your consideration, a policy which would provide unlimited 
Federal Funds. Further, I do not believe that the managers 
of SBIC's expect, or desire, an unlimited availability of 
Federal Funds to sustain a partnership consisting of the 
Federal Government and proven managers in the private 
sector dedicated to closing the small business equity gap. 
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Securities and Exchange Commission to give continuous 
and serious thought to ways and means designed to 
simplify the SBIC program and legislative package, 
to make the SBIC progra~ more profitable, and more 
productive. 

The small business existing, and those 
developing, must have ready access to a stable, long 
range equity money market. In this connection, I 
believe that careful consideration must be given to 
the establishment of a flSmall Business Capital Bank"; 
such an institution, of course, to be studied and 
planned by the responsible leaders of your Industry, 
the responsible leaders of our other existing financial 
institutions, and the responsible Governmental Agencies 
and Departments acting in concert, and cooperating to 
further strengthen our .economy by assisting those who 
are most in need of assistance. 

Your Industry and the small businessmen of 
the United States may be assured that the Executive 
Branch of a Nixon Administration will approach these 
problems jointly, and with each of you, to attain the 
long range objectives required. Such an approach will 
rest upon the principles I set forth in the opening 
paragraphs of this letter. 

Sincerely, 

Richard M. Nixon 


