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Roundtable

o explore the impact of the 2012 presidential election on middle-
market dealmaking, Mergers & Acquisitions convened a special 
roundtable, held at the Nasdaq exchange and sponsored by Fifth 

Street Finance Corp. (Nasdaq: FSC) and Rutan & Tucker LLP. Partici-
pants included four private equity investors, two members of government 
(a Democrat and a Republican), two lenders, an investment banker, an 
attorney and a consultant. Most of the roundtable participants are sup-
porting former Governor Mitt Romney (R-Mass.) in the election, which 
underscores the Bain Capital co-founder’s popularity among his private 
equity peers.

“I just turned 41, 
and in my 

voting life, this 
is the most 

important 
election by far.

”

Mary Kathleen Flynn, Mergers & Acquisitions
(moderator): What’s at stake for the middle market 
in the presidential election?

Leonard Tannenbaum, Fifth Street Finance Corp. 
(sponsor):  The next president has a great challenge. 

The challenge coming up is in dealing with a year in 
which $1trillion dollars has to be cut from the fed-
eral budget.  Both sides agree. There definitely has to 
be $1 trillion of entitlement cuts. The “Grand Com-
promise” will happen in the first quarter of next year. 
The Democrat and Republican senators that we have 

met in Washington both agree nothing is going 
to happen this year. Something is going to be 
mandated, but it’s going to be next year. You 
have a whole landscape of uncertainty that the 

new president, or the existing president, is going to 
face. Will taxes go up? Will dividends go up?  Will 
capital gains go up? Will “ObamaCare” get repealed?

As I’ve canvassed small businesses across the state 
of Connecticut, I’ve found higher healthcare costs 
are the number one, two and three things concern
ing them. I’ve been talking to the 60 or 70 private 
equity sponsors that we lend to about their portfolio 
companies, and this is a big issue. So, the question is: 
Does healthcare get repealed? How do you forecast 
your business, how do you forecast what you want to 
do, and how do you think about deals and lending? 
This environment creates great uncertainty.

The country is also going to make a choice be
tween what I call statist and capitalist, not Democrat 
and Republican. This is a statist president. This is a 
president who wants a bigger, better government. 
And I personally don’t believe in a big government. 
I believe in letting the markets work. Romney clearly 
decided that capitalism and free markets are much 
more his style. He doesn’t want big government. He 

Roundtable Participants
Juan Alva, Fifth Street Finance Corp. (sponsor)
Jim Castro-Blanco, Chief Deputy County Attorney, 
                                 Westchester County (R-N.Y.)
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pants included four private equity investors, two members of government 
(a Democrat and a Republican), two lenders, an investment banker, an 
attorney and a consultant. Most of the roundtable participants are sup-
porting former Governor Mitt Romney (R-Mass.) in the election, which 
underscores the Bain Capital co-founder’s popularity among his private 

The challenge coming up is in dealing with a year in 
which $1trillion dollars has to be cut from the fed-
eral budget.  Both sides agree. There definitely has to 
be $1 trillion of entitlement cuts. The “Grand Com-
promise” will happen in the first quarter of next year. 
The Democrat and Republican senators that we have 

met in Washington both agree nothing is going 
to happen this year. Something is going to be 
mandated, but it’s going to be next year. You 
have a whole landscape of uncertainty that the 
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new president, or the existing president, is going to 
face. Will taxes go up? Will dividends go up?  Will 
capital gains go up? Will “ObamaCare” get repealed?

As I’ve canvassed small businesses across the state 
of Connecticut, I’ve found higher healthcare costs 
are the number one, two and three things concern-
ing them. I’ve been talking to the 60 or 70 private 
equity sponsors that we lend to about their portfolio 
companies, and this is a big issue. So, the question is: 
Does healthcare get repealed? How do you forecast 
your business, how do you forecast what you want to 
do, and how do you think about deals and lending? 
This environment creates great uncertainty.

The country is also going to make a choice be-
tween what I call statist and capitalist, not Democrat 
and Republican. This is a statist president. This is a 
president who wants a bigger, better government. 
And I personally don’t believe in a big government. 
I believe in letting the markets work. Romney clearly 
decided that capitalism and free markets are much 
more his style. He doesn’t want big government. He 

doesn’t think the government is the solution to our 
country’s problems.

I just turned 41, and in my voting life, this is the 
most important election by far.

Flynn: How might Mitt Romney’s experience as a 
private equity investor be relevant if he becomes 
the next U.S. president?

Geoffrey Rehnert, Audax Group: I consider Mitt 
a mentor. I worked closely with him throughout the 
entire time he was at Bain Capital. I was actually one 
of the two first associates, and so for the first five or six 
years of Bain Capital, there were really only a handful 
of us. So, I know the person he is. I know his ideology. 
I know his belief system.

Mitt is a strong believer in capitalism and a strong 
believer in markets. And he’s lived that, certainly, in 
his business career. I believe Mitt’s experiences—15 
years in private equity, another 10 years of business 
experience prior to that with Bain Capital, being gov-
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“I consider Mitt
a mentor.
I know the 
person he is. 
I know his 
ideology.

”
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to happen. So, we’re all going to say we support the 
Simpson-Bowles Commission, and, theoretically, I 
do. I think that it sounds like a decent compromise. 
It’s a good mix. We know there needs to be some rev
enue. There needs to be some cuts, but let’s try to find 
a way forward on doing that. One way or another 
is not going to work. There needs to be a combina
tion of things. I believe the markets would respond 
much better if Congress would take a vote on Simp
son-Bowles rather than saying, nothing is going to get 
done. We don’t know what’s going to happen until 
next year. We’re not sure what’s going to happen with 
the Bush tax cuts. We’re not sure what’s going to hap
pen with Defense.

As a real-world example, in my district, we have 
a subsidiary of Northrop Grumman called Norden 
Systems, which has been there for over 50 or 60 years, 
since World War II. Now they have pulled out, and 
we’ve lost 300 jobs. And the reason, in my opinion, 
is because of the deficit-ceiling compromise that was 
made that talked about the trillion dollars’ worth of 
cuts in Defense. So, we’re living that right now. And 
that’s the uncertainty that’s out there. To me, that is 
the biggest issue. 

Flynn:  If you have the ear of the next president, 
what will you urge them to do about middle-market 
dealmaking and private equity? 

Russ Gerson, Gerson Group:
re-elected, or Romney is elected, the next president 
has to be more business-friendly. He has to provide 
an environment that is more encouraging to business, 
because growth is going to come primarily from the 
private sector.

My sense is that if Obama is re-elected, the rheto
ric will be toned down a little bit. “ObamaCare” is 
not going to get repealed, and Dodd-Frank is not go
ing to get repealed, but there is probably going to be a 
slightly more business-friendly environment. I think 
Obama is running on this populist message, and I 
think that will tone down.

When we advised Senator John McCain (R-Ariz.) 
on transition planning in 2008, he was going to have 
a very private sector-focused administration if he had 
been elected president. Top positions were going to be 
led by people that came from the private sector. My 
sense is that Romney is going to do the same thing.

If Romney is elected, you’re going to have an envi
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ernor of Massachusetts and a variety of other public-
service undertakings—will serve him well if he gets 
elected in November. I’ve never met a more capable 
person in my lifetime. He has a tremendous intellec-
tual capacity. He has an enormous energy level. He’s 
very good at bringing people together and inspiring 

them and getting them to work hard to a common 
purpose.

I believe the economic problems that the country 
faces are solvable. We have the fundamentals for a ter-
rific economy in this country. And we had a terrific 
economy for a long period of time, and then we had 
a liquidity crisis in 2008. And that liquidity crisis was 
a mix of the subprime mortgage crisis and the deriva-
tive trading that was not understood by the financial 
institutions that were trading. And that liquidity cri-
sis brought the global economy to a screeching halt. 
And then there was a change of administration, and 
although there has been a bit of a recovery, it’s been 
a slow recovery. And it’s been pretty much economic 
stagnation in this country and certainly throughout 
Europe for the last three or four years.

I believe a different set of policies with a differ-
ent leadership team in Washington will lead to a very 
different economic environment in this country, and 
that will ultimately filter throughout the globe. I 
think in my lifetime, it’s probably the clearest choice 

going in one direction or another: statism versus capi-
talism and socialism versus free markets. In Europe, 
they’re making the choice for statism, and it’s become 
much more statist in the last three or four years. The 
question is: will this country follow that path, or will 
it return to the path we were on in the late ‘80s, ‘90s 

and the first part of this century?  

Flynn: What’s the perspective of the 
Democrats?

State Senator Bob Duff (D-Conn.): If 
you look back four years ago, the whole 
issue from our government’s standpoint 
was trying to prevent us from falling off 
a cliff and prevent us from going into 
a depression. We know we had tough 
economic times, not just in the federal 
government, but in state governments as 
well. We went from record surpluses to 
record deficits. So, everybody was hurt-
ing, and unemployment was high.

I think this election really is about 
growth, rather than four years ago, when 
it was about not falling off the cliff. This 
election is about: How can we grow our 
economy? How can we improve our-
selves over the next few years?

I don’t know Mitt Romney. I don’t really know 
Barack Obama, although I’ve met him a few times. 
I know both of them are smart. And I’m not going 
to demonize either one of them. I will say that the 
issue, in my opinion, is how we move forward. It’s 
not so much the president of the United States. It is 
really the Congress of the United States, because, al-
though the president is in charge of the day-to-day 
management over the executive branch, you really 
have the Congress that is putting forward the policy 
of the United States. Many of you are keenly aware of  
Dodd-Frank and whether you like it or you don’t like 
it. There are probably parts of it I like and parts of it 
I don’t like.  But if you’re going to say what is going 
to affect you all on a daily basis, it’s really more what 
was negotiated in the halls of Congress, rather than 
what Barack Obama or Mitt Romney is going to do 
every single day.

The other issue really is dysfunction versus the un-
certainty. I think that markets will move much bet-
ter when there’s less uncertainty about what’s going 

“I believe the 
economic

problems that 
the country 

faces are
solvable.

We have the 
fundamentals

for a
terrific economy 

in this country.

” Geoffrey Rehnert
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to happen. So, we’re all going to say we support the 
Simpson-Bowles Commission, and, theoretically, I 
do. I think that it sounds like a decent compromise. 
It’s a good mix. We know there needs to be some rev-
enue. There needs to be some cuts, but let’s try to find 
a way forward on doing that. One way or another 
is not going to work. There needs to be a combina-
tion of things. I believe the markets would respond 
much better if Congress would take a vote on Simp-
son-Bowles rather than saying, nothing is going to get 
done. We don’t know what’s going to happen until 
next year. We’re not sure what’s going to happen with 
the Bush tax cuts. We’re not sure what’s going to hap-
pen with Defense.

As a real-world example, in my district, we have 
a subsidiary of Northrop Grumman called Norden 
Systems, which has been there for over 50 or 60 years, 
since World War II. Now they have pulled out, and 
we’ve lost 300 jobs. And the reason, in my opinion, 
is because of the deficit-ceiling compromise that was 
made that talked about the trillion dollars’ worth of 
cuts in Defense. So, we’re living that right now. And 
that’s the uncertainty that’s out there. To me, that is 
the biggest issue. 

Flynn:  If you have the ear of the next president, 
what will you urge them to do about middle-market 
dealmaking and private equity? 

Russ Gerson, Gerson Group: Whether Obama is 
re-elected, or Romney is elected, the next president 
has to be more business-friendly. He has to provide 
an environment that is more encouraging to business, 
because growth is going to come primarily from the 
private sector.

My sense is that if Obama is re-elected, the rheto-
ric will be toned down a little bit. “ObamaCare” is 
not going to get repealed, and Dodd-Frank is not go-
ing to get repealed, but there is probably going to be a 
slightly more business-friendly environment. I think 
Obama is running on this populist message, and I 
think that will tone down.

When we advised Senator John McCain (R-Ariz.) 
on transition planning in 2008, he was going to have 
a very private sector-focused administration if he had 
been elected president. Top positions were going to be 
led by people that came from the private sector. My 
sense is that Romney is going to do the same thing.

If Romney is elected, you’re going to have an envi-

ronment that’s less regulated. You’re going to have an 
environment that’s more pro-business. You’re going to 
have an environment that’s more growth-centered.

The reality is that Congress, at the end of the day, 
passes laws, but the president leads. As it gets closer 
to the election, the issues will be framed. And the 
electorate is going to be aware of the fundamental 
choice between the two different directions in which 
Romney and Obama want to take the country. And if 
Romney wins, he’s going to have a lot of support from 
Congress. He’s going to be able to lead Congress. And 
he’s going to be able to persuade them, to a great ex-
tent, to achieve his agenda. 

Gretchen Perkins, Huron Capital Partners: I would 
ask whoever the next president is to construct an en-
vironment of collaboration and urgency in Washing-
ton. Most of the country is very tired of inaction. It 
doesn’t matter whether we call it an inability to get 
things done, or dysfunction. It’s all the same result, 
which is not solving our problems, and they are solv-

able. Not everyone is going to get everything that you 
want in a compromise. But I think the next president, 
whether it’s Obama or Romney, needs to firmly estab-
lish an environment and an intolerance of anything 
other than collaboration, urgency, and, a “let’s get 

“I would ask the 
next president 
to construct an 
environment of 
collaboration 
and urgency in 
Washington.

”

going in one direction or another: statism versus capi-
talism and socialism versus free markets. In Europe, 
they’re making the choice for statism, and it’s become 
much more statist in the last three or four years. The 
question is: will this country follow that path, or will 
it return to the path we were on in the late ‘80s, ‘90s 

and the first part of this century?  

Flynn: What’s the perspective of the 

State Senator Bob Duff (D-Conn.): If 
you look back four years ago, the whole 
issue from our government’s standpoint 
was trying to prevent us from falling off 
a cliff and prevent us from going into 
a depression. We know we had tough 
economic times, not just in the federal 
government, but in state governments as 
well. We went from record surpluses to 
record deficits. So, everybody was hurt-
ing, and unemployment was high.

I think this election really is about 
growth, rather than four years ago, when 
it was about not falling off the cliff. This 
election is about: How can we grow our 
economy? How can we improve our-
selves over the next few years?

I don’t know Mitt Romney. I don’t really know 
Barack Obama, although I’ve met him a few times. 
I know both of them are smart. And I’m not going 
to demonize either one of them. I will say that the 
issue, in my opinion, is how we move forward. It’s 
not so much the president of the United States. It is 
really the Congress of the United States, because, al-
though the president is in charge of the day-to-day 
management over the executive branch, you really 
have the Congress that is putting forward the policy 
of the United States. Many of you are keenly aware of  
Dodd-Frank and whether you like it or you don’t like 
it. There are probably parts of it I like and parts of it 
I don’t like.  But if you’re going to say what is going 
to affect you all on a daily basis, it’s really more what 
was negotiated in the halls of Congress, rather than 
what Barack Obama or Mitt Romney is going to do 

The other issue really is dysfunction versus the un-
certainty. I think that markets will move much bet-
ter when there’s less uncertainty about what’s going 

Gretchen Perkins
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pany. And if they can also help me move my business 
ahead—which, obviously, I think we can—selling 
isn’t a bad idea. This is a bit of a new theory from what 
we were living with a few years ago and pre-crash.

Flynn: What impact is the election year having on 
access to capital and financing?

Jeff Cohen, Credit Suisse:
standpoint, we’ve seen institutional loan activity and 
high-yield bond activity pick up significantly this year 
from the lows of 2008 and 2009, but we’re still off 
from the levels that we saw just last year. And a lot of 
our financing activity this year is not M&A-driven. 
A lot of it is refinancing some of the maturity cliffs 
from some the bigger leveraged buyout deals of 2006 
and 2007.

We’re also seeing dividend-recapitalization activ
ity, because a lot of our private equity clients are very 
focused on showing returns of capital and progress 
to their limited partners. But they’re hesitant to pull 
the trigger on transformative, large, high-risk acquisi
tions, simply because they have a very difficult time 
getting comfortable with the projections and confi
dence from the projections that they need during the 
investment period, to take on the kind of debt and 
pay the purchase price necessary to win assets in this 
market.

That’s why we’ve seen a lot of mismatches, where 
sellers’ expectations have not been met in auction 
processes. We’ve spent an inordinate amount of time 
providing financial terms for clients, only to see the 
transactions not happening, because our buyers were 
only willing to go so far, and sellers just felt that was 
not a price they’re comfortable with, probably because 
they bought the companies for 10, 11 or 12 times 
Ebidta many years ago and want to see that number 
again.

I think with a change of administration, people 
will certainly feel more confident around what they 
can expect from employee costs. The sensitivities in 
people-intensive businesses are enormous, based on 
how you handicap “ObamaCare.” In some cases, for 
information technology services businesses, or soft
ware businesses where some of our clients have liter
ally 10,000 or 20,000 employees around the country, 
the implications could be a $50-million- to-$60- mil
lion Ebitda swing for a $300-million-to$400-million 
Ebitda business on a larger scale. And for a smaller 
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things done” attitude.
Whether the Bush tax cuts are allowed to continue, 

or not, or if the automatic spending cuts take place, or 
are scaled back, there needs to be some clarity, some 
finality on that. And then middle-market companies 
can decide whether to add those new employees, in-
vest in new plants and equipment, or not. But right 
now, they’re just waiting. Manufacturing data came 
out, and it’s edged down a bit—possibly a sign that 
companies already are hedging, waiting, scaling back 
a bit. They’ve seen what can happen in a recession, 
and if we hit another one, or things go very badly, 
they need to be prepared.

Flynn: Despite the uncertainty that’s been men-
tioned, many of you in private equity have contin-
ued to do plenty of deals this year.

John Kenney, TSG Consumer Partners: We invest 
only in consumer products and some retail compa-
nies. What we’ve been surprised by is actually how 

stable our businesses have been. People are still reach-
ing for what it is that makes them feel good, whether 
it’s a beauty product, or certain food products, or 
something similar. We care and think about these 
broader issues but we don’t really get impacted much 

by regulation – although there are some local regula-
tions that have caused us much agita. But we’re really 
impressed by what we see as the consumer’s willing-
ness to want to continue to live his or her life.

I do think when we talk to business people – and 
we talk a lot directly to companies, a lot of getting 
to know them, a lot of direct approaches, and I’d say 
there’s more apathy, than hope for clarity. Clarity 
would  be wonderful, but the anxiety is that it’s a bit 
of a morass. If we had leadership, one way or another, 
at least people would know what they were dealing 
with.

As I look forward, if Obama were re-elected, and 
both houses went Democratic, I would hope and ex-
pect that our consumer base would still continue to 
consume, at some level. I do look at what’s happen-
ing in China. Humans were created to consume. At 
the very essence of what we do, we’re trying to feed 
people’s desire to buy things to make their life better. 
That lets me sleep better at night than people in other 
industries, because we know that, if we can satisfy his 

or her needs, we’ll do okay.

Flynn: Is the uncertainty around some 
issues, such as taxes, driving dealmaking 
before year’s end?

Perkins: There’s been an okay amount of 
deals closed year-to-date. There was a dismal 
amount of dealflow from January through 
June, and then a really big amount of deal-
flow in the months of July and August. Those 
folks, I think, are coming to market to try 
to beat the possible capital-gains tax change. 
But I don’t think wanting to sell before things 
could get really bad again is spurring people 
to sell. The bigger problem is that people are 
choosing not to sell, because their numbers 
are tepid this year. I think they hope they can 
make them better in 2013.

Kenney: We absolutely are seeing the will-
ingness on the part of companies to have a 
dialogue with us now, which was not the case 

a few years ago. And it really is, I think, just a sense of 
uncertainty around the state of the economy globally, 
the state of taxes and regulation. There’s a new will-
ingness to sell to the right partner who can provide 
me some liquidity for myself as well as for my com-

“We’re really 
impressed by 

what we see as 
the consumer’s 
willingness to 

want to
continue to live 
his or her life.

”
John Kenney
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pany. And if they can also help me move my business 
ahead—which, obviously, I think we can—selling 
isn’t a bad idea. This is a bit of a new theory from what 
we were living with a few years ago and pre-crash.

Flynn: What impact is the election year having on 
access to capital and financing?

Jeff Cohen, Credit Suisse: I think from a financing 
standpoint, we’ve seen institutional loan activity and 
high-yield bond activity pick up significantly this year 
from the lows of 2008 and 2009, but we’re still off 
from the levels that we saw just last year. And a lot of 
our financing activity this year is not M&A-driven. 
A lot of it is refinancing some of the maturity cliffs 
from some the bigger leveraged buyout deals of 2006 
and 2007.

We’re also seeing dividend-recapitalization activ-
ity, because a lot of our private equity clients are very 
focused on showing returns of capital and progress 
to their limited partners. But they’re hesitant to pull 
the trigger on transformative, large, high-risk acquisi-
tions, simply because they have a very difficult time 
getting comfortable with the projections and confi-
dence from the projections that they need during the 
investment period, to take on the kind of debt and 
pay the purchase price necessary to win assets in this 
market.

That’s why we’ve seen a lot of mismatches, where 
sellers’ expectations have not been met in auction 
processes. We’ve spent an inordinate amount of time 
providing financial terms for clients, only to see the 
transactions not happening, because our buyers were 
only willing to go so far, and sellers just felt that was 
not a price they’re comfortable with, probably because 
they bought the companies for 10, 11 or 12 times 
Ebidta many years ago and want to see that number 
again.

I think with a change of administration, people 
will certainly feel more confident around what they 
can expect from employee costs. The sensitivities in 
people-intensive businesses are enormous, based on 
how you handicap “ObamaCare.” In some cases, for 
information technology services businesses, or soft-
ware businesses where some of our clients have liter-
ally 10,000 or 20,000 employees around the country, 
the implications could be a $50-million- to-$60- mil-
lion Ebitda swing for a $300-million-to$400-million 
Ebitda business on a larger scale. And for a smaller 

company, it can still be very meaningful, depending 
on what their employee costs look like.  So, it’s very 
hard for our clients to put as much money to work 
as we would like to see. Therefore, we’re creating op-
portunities through dividend recapitalizations for our 

loan investors and bond investors, who are looking to 
put capital to work in an environment where M&A 
activity is still very muted. There are industries that 
are much more heavily affected than the consumer 
sector, such as healthcare or business-sector services, 
which are more people-intensive. I think if we saw 
Mitt Romney put in office, we’d see a significant up-
tick in M&A activity in 2013.

Flynn: How are some of 
these issues affecting 
small businesses?

Jim Castro-Blanco, Chief 
Deputy County Attorney, 
Westchester County (R-
N.Y.):  I have been in the 
public and private sectors 
through different points in 
my career, so I understand 
what small-business owners, 

by regulation – although there are some local regula-
tions that have caused us much agita. But we’re really 
impressed by what we see as the consumer’s willing-
ness to want to continue to live his or her life.

I do think when we talk to business people – and 
we talk a lot directly to companies, a lot of getting 
to know them, a lot of direct approaches, and I’d say 
there’s more apathy, than hope for clarity. Clarity 
would  be wonderful, but the anxiety is that it’s a bit 
of a morass. If we had leadership, one way or another, 
at least people would know what they were dealing 

As I look forward, if Obama were re-elected, and 
both houses went Democratic, I would hope and ex-
pect that our consumer base would still continue to 
consume, at some level. I do look at what’s happen-
ing in China. Humans were created to consume. At 
the very essence of what we do, we’re trying to feed 
people’s desire to buy things to make their life better. 
That lets me sleep better at night than people in other 
industries, because we know that, if we can satisfy his 

Flynn: Is the uncertainty around some 
issues, such as taxes, driving dealmaking 

 There’s been an okay amount of 
deals closed year-to-date. There was a dismal 
amount of dealflow from January through 
June, and then a really big amount of deal-
flow in the months of July and August. Those 
folks, I think, are coming to market to try 
to beat the possible capital-gains tax change. 
But I don’t think wanting to sell before things 
could get really bad again is spurring people 
to sell. The bigger problem is that people are 
choosing not to sell, because their numbers 
are tepid this year. I think they hope they can 

 We absolutely are seeing the will-
ingness on the part of companies to have a 
dialogue with us now, which was not the case 

a few years ago. And it really is, I think, just a sense of 
uncertainty around the state of the economy globally, 
the state of taxes and regulation. There’s a new will-
ingness to sell to the right partner who can provide 
me some liquidity for myself as well as for my com-

Visit themiddlemarket.com to view 
video interviews with the roundtable 
participants about the impact of the 
election on dealmaking. Read “Mitt 
Romney’s Private Equity Pals: Where 

Are They Now?,” in this issue, for 
more on the Republican candidate’s 

ties to the middle market.

Jim Castro-Blanco

“Credit is
incredibly 
important to 
small-business 
owners, not for 
the short term, 
but for the long 
term, in terms 
of expansion. 

”
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vate equity. That’s the opposite of letting the markets 
“do their thing.” That’s government funding, but it’s 
not government providing entitlements.

Flynn: The U.S. Supreme Court just upheld Presi
dent Obama’s Healthcare Act. Why is there still 
uncertainty about it?

Juan Alva, Fifth Street Finance Corp. (sponsor):
lot of the uncertainty of healthcare comes because of 
the way that the bill was written. There’s a lot of “The 
Secretary of the U. S. Department of Health and Hu
man Services shall….” So we’ve got “ObamaCare,” 
but what does that mean?

The taxes are starting sooner, but the actual provi
sions are coming later. Some of the more attractive 
and more politically palatable pieces of it are already 
in place, because they play well with the electorate. 
You can go to a rally and you can tell a bunch of col
lege students, “You can stay on your parent’s plan 
until you’re 26.” But people who are 22 to 26 years 
old consume very little healthcare anyway. So, that’s a 
good talking point, but it really doesn’t do anything. 
But the taxes are real. The taxes are coming into place 
next year.

There was a rah-rah moment: You’re going to get 
free checkups. That’s not true. Anybody who’s run
ning a business has seen the healthcare premiums 
increase, and you know why?  Because it’s not a free 
checkup. Somebody has to pay for it. Just because you 
don’t pay out of pocket doesn’t mean that no one is 
paying for it. It’s reflected in the premium.  

Duff:
of the Affordable Healthcare Act.  But I’d like to 
point out that, as tax payers, we all already pay for 
the uninsured. We all pay for people who walk into 
the hospital and don’t have health insurance. Whether 
you agree with national healthcare or you don’t, the 
fact is that we all pay out of our tax dollars right now 
money that goes towards hospitals, money that goes 
towards doctors, money that goes towards lost wages, 
lost productivity.

I hear from small businesses, who are maybe a car
penter, or a music store, in my district, and they say 
they would love to hire more people. My “X” factor 
isn’t what I’m going to pay the person. My “X” factor 
isn’t how much time I’m going to give them for vaca
tions. My “X” factor isn’t how much time I’m going 

Roundtable

and those who are trying to build their businesses, are 
looking to do. I’ve represented many of them, and 
credit is the life of them. It’s incredibly important to 
them when they’re making decisions, not for the short 
term, but for the long term, in terms of expansion. 
And that means expansion for personnel, markets, 
products and the like.

The lack of certainty is tremendously important. 
This is a watershed moment for the country. This elec-
tion will not just set the tone, but set the road for the 
next generation. And I think the pick of U.S. Rep-
resentative Paul Ryan (R-Wisc.) is also part of that. I 
think if you look at what Mitt Romney has done in 
his career as a private-sector person, as an investor, as 
a leader, the tone at the top cannot be understated. It 
is incredibly important who our president is going to 
be. We need someone in that office who will create an 
environment that is not just business-friendly but en-
couraging to business. That makes a huge difference, 
and it makes a huge difference in terms of certainty 
as well—when you know that every aspect of the ad-
ministration is going to be friendly to business, every 
agency, every department, the lending departments, 

the folks who go out there to the state and local gov-
ernments and help them make their municipalities 
friendly to business.

And for the folks I have dealt with—some of whom 
employ five or six people, some of whom employ two 
or three hundred-—it makes all the difference in the 
world whether your government—and that’s city gov-
ernment, county government, state government or 
federal government—makes it a place where you can 
thrive, not just survive. I think someone who has the 
background that Mitt Romney has, in terms of being 
able to do that with companies over and over again, 
and who understands the necessity of an environment 
that is business-friendly and business-encouraging, 
makes all the difference in the world.

William Meehan, Rutan & Tucker LLP (sponsor):
One thing that Fifth Street and several of our other 
lender clients have been the beneficiary of is President 
Obama’s expansion of the Small Business Administra-
tion (SBA) by providing additional funding and ad-
ditional Small Business Investment Company (SBIC) 
licenses. That’s indirectly funding and benefiting pri-

“One thing our 
lender clients 
have been the 
beneficiary of 

is President 
Obama’s

expansion of 
the SBA.

”

In the 2008 presidential campaign, President Barack Obama drew 
more donations from Wall Street than his opponent, Senator 
John McCain (R-Ariz.). In the 2012 race, the president continues 

to count members of the financial services community, including 
private equity professionals, among his supporters. Here are just a 
few of the president’s PE pals.

Hamilton (“Tony”) James, the Blackstone Group (NYSE-BX)
In May, the president of the world’s largest PE firm hosted a 

fundraiser for President Obama at James’ home in Manhattan. Cost 
to attend? Reportedly $35,800, the legal maximum to Obama’s 
campaign and the Democratic National Committee. James has 
raised more than $344 million for the president in the current cam-
paign, according to the website, OpenSecrets.org.

Blair Effron, Centerview Partners
The co-founder of the New York advisory boutique has raised 

more than $1 million for the president.

Joshua Bekenstein, Bain Capital
The managing director of Bain Capital worked at the firm with 

Romney since the Boston firm’s early days. A frequent contribu-
tor to the Democratic candidates, Bekenstein has contributed to 
both Obama’s and Romney’s campaigns in 2008 and 2012. (See 
cover story, “Mitt Romney’s Private Equity Pals: Where Are They 
Now?”)

Roger Atlman, Evercore Partners Inc.
The founder of the New York investment bank was a top can-

didate to head President Obama’s National Economic Council. In 
July, Altman hosted a fundraiser in New York for the president. 
The event was co-hosted by Mark Gallogly, managing principal of 
Centerbridge Partners and Marc Lasry, founder of Avenue Capital 
Group LLC.

President Obama Has Friends in Private Equity, Too
By Mary Kathleen Flynn
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vate equity. That’s the opposite of letting the markets 
“do their thing.” That’s government funding, but it’s 
not government providing entitlements.

Flynn: The U.S. Supreme Court just upheld Presi-
dent Obama’s Healthcare Act. Why is there still 
uncertainty about it?

Juan Alva, Fifth Street Finance Corp. (sponsor): A 
lot of the uncertainty of healthcare comes because of 
the way that the bill was written. There’s a lot of “The 
Secretary of the U. S. Department of Health and Hu-
man Services shall….” So we’ve got “ObamaCare,” 
but what does that mean?

The taxes are starting sooner, but the actual provi-
sions are coming later. Some of the more attractive 
and more politically palatable pieces of it are already 
in place, because they play well with the electorate. 
You can go to a rally and you can tell a bunch of col-
lege students, “You can stay on your parent’s plan 
until you’re 26.” But people who are 22 to 26 years 
old consume very little healthcare anyway. So, that’s a 
good talking point, but it really doesn’t do anything. 
But the taxes are real. The taxes are coming into place 
next year.

There was a rah-rah moment: You’re going to get 
free checkups. That’s not true. Anybody who’s run-
ning a business has seen the healthcare premiums 
increase, and you know why?  Because it’s not a free 
checkup. Somebody has to pay for it. Just because you 
don’t pay out of pocket doesn’t mean that no one is 
paying for it. It’s reflected in the premium.  

Duff: I don’t think there’s going to be any repeal 
of the Affordable Healthcare Act.  But I’d like to 
point out that, as tax payers, we all already pay for 
the uninsured. We all pay for people who walk into 
the hospital and don’t have health insurance. Whether 
you agree with national healthcare or you don’t, the 
fact is that we all pay out of our tax dollars right now 
money that goes towards hospitals, money that goes 
towards doctors, money that goes towards lost wages, 
lost productivity.

I hear from small businesses, who are maybe a car-
penter, or a music store, in my district, and they say 
they would love to hire more people. My “X” factor 
isn’t what I’m going to pay the person. My “X” factor 
isn’t how much time I’m going to give them for vaca-
tions. My “X” factor isn’t how much time I’m going 

to give them for sick days. My “X” factor is: I can’t 
afford to have 17 to 20 percent increases every year 
in healthcare costs. The government needs to help in 
some way, so I can grow my business.

One of the things in the Stimulus Act that I think 

was a homerun was our electronic medical records. 
I see companies that have grown tremendously, and 
a lot of investors invested in those companies, be-
cause we’re finally getting towards electronic medi-
cal records. I think it’s going to save a lot of money. 
There are lots of places in healthcare where we can 
save money.

Flynn: Do you think most people in the private 
equity community support Governor Romney’s bid 
for the White House?

Paul Murphy, Sentinel Capital Partners: I don’t 
think you can say that the financial services commu-
nity, in general, is strictly in Mitt Romney’s camp. 
President Obama is a big fundraiser in the financial 
services community. (See “President Obama Has 
Friends in Private Equity, Too.”) Certainly, I would 
say private equity is for Mitt Romney, just because a 

“I can’t afford 
to have 17 to 
20 percent 
increases every 
year in 
healthcare 
costs. The 
government 
needs to help in 
some way, so 
I can grow my 
business.

”

the folks who go out there to the state and local gov-
ernments and help them make their municipalities 

And for the folks I have dealt with—some of whom 
employ five or six people, some of whom employ two 
or three hundred-—it makes all the difference in the 
world whether your government—and that’s city gov-
ernment, county government, state government or 
federal government—makes it a place where you can 
thrive, not just survive. I think someone who has the 
background that Mitt Romney has, in terms of being 
able to do that with companies over and over again, 
and who understands the necessity of an environment 
that is business-friendly and business-encouraging, 

William Meehan, Rutan & Tucker LLP (sponsor):
One thing that Fifth Street and several of our other 
lender clients have been the beneficiary of is President 
Obama’s expansion of the Small Business Administra-
tion (SBA) by providing additional funding and ad-
ditional Small Business Investment Company (SBIC) 
licenses. That’s indirectly funding and benefiting pri-

The managing director of Bain Capital worked at the firm with 
Romney since the Boston firm’s early days. A frequent contribu-
tor to the Democratic candidates, Bekenstein has contributed to 
both Obama’s and Romney’s campaigns in 2008 and 2012. (See 
cover story, “Mitt Romney’s Private Equity Pals: Where Are They 

The founder of the New York investment bank was a top can-
didate to head President Obama’s National Economic Council. In 
July, Altman hosted a fundraiser in New York for the president. 
The event was co-hosted by Mark Gallogly, managing principal of 
Centerbridge Partners and Marc Lasry, founder of Avenue Capital 

Bob Duff
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lot of people in private equity know him. The found-
ing partner of our firm worked with Mitt Romney. 
People who know him respect him and like him and 
support him. The private equity community is a fairly 
close-knit community, and he’s from that community.

I do think that there is a sentiment in the private eq-
uity community that we are pro-business. Our busi-
ness is investing in business.

“You didn’t build that,” is a comment that, probably, 
was taken a little out of context and that, maybe, the 
president regrets, but I think a lot of people are looking 
at that and saying, “That’s a window into your view-
point and how you really think. And you don’t think 
somebody in business is successful on their own.” And, 
that is an inherently anti-business viewpoint.

And when you’re making a choice between more 
government or more business, you’re inherently in 
favor of one and less in favor of the other. And I 
think the current president is in favor of bulking up 
government. That’s where a lot of the jobs have been 
created in his tenure, in government. And my per-
sonal view is that a path for growth of this country is 
job creation in the small-business community. Small 
businesses are the growth drivers of this country and 
provide better jobs for people, who can move up the 

ladder and attain success. I would hope that if this 
current president is re-elected, or if Mitt Romney is 
elected, the next president will adopt a more pro-busi-
ness standpoint and not view business as the enemy, 
but as a driver of growth.

Rehnert: I think a lot of people in the private eq-
uity industry did support Obama in 2008. I know a 
lot of people who supported him and really believed 
he was a very intelligent candidate, who would learn 
what needed to be done. And a large percentage of 
those people have become very frustrated. So, I think 
that community is shifting. In 2008, I don’t think the 
Republicans had a set of candidates that inspired a 
lot of confidence in the business community. I think 
Mitt and Paul Ryan bring a very different level of un-
derstanding, expertise and capability to the economy 
and how economic activity is encouraged, than the 
candidates four years ago.  

Tannenbaum: I think it’s very interesting that pri-
vate equity, with Mitt Romney, all of a sudden be-
came a big, big word. Not many people understand 
the private equity industry. The public is really con-
fused. Bain Capital is a great firm, but it’s upper-mar-
ket private equity. It is not middle or lower.

Rehnert: When Mitt was there, it was very middle 
market. Bain Capital today is a very different firm 
from where it was when he left. During the 15 years 
he was there, we did 150 transactions. Almost half 
of those were venture-growth transactions. The other 
half were middle-market to lower-middle market, lev-
eraged acquisitions. So, that’s really the background 
and experience Mitt has. There were a handful at the 
very end that would be considered large-cap  trans-
actions, like Domino’s Pizza and Sealy Mattress, but 
that was really just in the year proceeding Mitt’s de-
parture.

Flynn: Has the spotlight shone on private equity 
throughout Romney’s campaign been good, or bad, 
for the industry’s public image?

Rehnert: I think the answer depends on what hap-
pens in November. If Mitt wins, I think it will prove 
to be good for private equity. If he doesn’t win, I have 
a concern that there’s going to be a backlash against 
business in general, not just private equity.  

“My personal 
view is that a 

path for growth 
of this country 
is job creation 

in the small-
business

community.

”
Paul Murphy
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Welcome Wagon for Small Businesses? 
Leonard Tannenbaum is best known to middle-market dealmakers as the founder of Fifth Street 

Finance Corp. (Nasdaq: FSC), a New York lender to private equity firms. But as of May 2012, Tan-
nenbaum also became the founder of a political action committee (PAC) called “Keeping America 
Competitive” (keepingamericacompetitive.org). Tannenbaum describes the PAC as pro-business and 
bi-partisan. Here are some excerpts from our conversation with Tannenbaum about the PAC. Watch 
the whole interview at themiddlemarket.com/video.

Mary Kathleen Flynn, Mergers & Acquisitions: What are you trying to achieve with your PAC?
Leonard Tannenbaum, Fifth Street Finance Corp.: “Keeping America Competitve” has a few pur-

poses. We’re trying to promote small-business growth in the state of Connecticut, and making our 
state more competitive, and ultimately taking our findings and moving them to the entire country. 
Education and regulation reform go hand in hand with that, which means training. Personally, I’m 
also trying to bring together the Hispanic population. Through my mother, I’m a descendant of 
Cuba, and I really think Hispanics haven’t had the right voice in government.

What do you think is missing from government when it comes to fostering small 
businesses and middle-market dealmaking?

Small businesses—those with under 20 employees—are 80 percent of the growth and 80 
percent of the job creation, but they don’t have a voice in government. First of all, they don’t 
have any time to organize. Small businesses need the support of government.  In our state, 
the first thing a small business gets from the state of Connecticut is a letter and a $250 tax for 
incorporating. They should get a letter, saying, “Here’s how the state can help you. We can 
provide these services. We can provide this education. We can provide this training.”

I’m an entrepreneur. I started my company, one person in a basement in Mt. Kisco, New 
York. I had to lease out the other half of the basement to save money. I built it into what we 
are today, a $1.3 billion company with an $850 million market cap. Big leap. Fifteen years of 
hard work. But I created my business, not the government.

What do you want the government to do?
We’re going city by city, asking the question of small businesses, whether it’s Hartford, 

Bridgeport, New Haven, Stamford, Greenwich: What matters to them? The number one, two 
and three answer coming across the state is healthcare. That incremental employee costs too 
much. We have to bring down that cost of the incremental employee, and we have to make 

sure that small businesses are not taxed too much, so that they have the money to grow. 

How should the next president help small businesses? 
Continue with the Small Business Administration (SBA) loan program. We’re an SBA licensee. It’s 

a great program, and there’s a bill going through Congress now with bi-partisan support to expand it. 
I also think you have to pay attention to regulation. In the state of Connecticut, for small businesses, 
we’ve gone from 70 to, in a lot of cases, 250 regulations. Simplify it, provide training for it and give 
tax credits for that. The biggest thing, though, is “ObamaCare.” It’s raising the cost of healthcare for 
small businesses. I think it’s got to be repealed or revised. It’s going to be a major drag on the economy 
for years to come.  

Leonard Tannenbaum
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