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ABSTRACT S o, ' o
The stated objectives of the study reported here were
to determlne the answers .to the following questions: what Federal,,

State and local prtograms provide contracting opportunities for
“minorities® and women a2qual to theose provided to nonminority males; if
not, what the barriers .to their full participation are; to what
extent special State or lpcal contracting programs have been. .
es*ablished to facilitate contracting with firms owned by minorities
‘and women; &hether distinct organizational: mechanisms. have been
established to 1mplement such special corntracting prograh§\_end if
so, whether such mechanisms are adequately equipped to carry out’
their ‘ask whether goals have ‘been established for sut programs and
are thes° programs achieving their goals; whether the type and size
of contracts béing awarded through the~ spec1al programs aid the ,
deveiopment of ‘the flrsts they are de igned to assist; whether there
“ is ‘an_edequate flow of Ainformation tojmlnorltles and women regardlng
Federal, State, and local contracting opportunities; whether udnigue
problems are encountered by minoTity énd female-owned firms supplying
goodstiand services to government agencies; and, whether the

v government's purchasing power is being effectlvely used to aidjthe .

development of firms owned by m1nor1t1es and women. Data on Federal
contracting programs were gathered from responses to 4 questionnaire
sent to0'10 Federal agencies and two offlces responsible for
.admlnlstering Indian programs. (Author/JM) =
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u.s com;ss-zgn ON CIVIL RIGHTS - - ‘

v 5 ‘ . H
The U.S. Commlsslon on Civil Rights is a ‘temporary, 1ndependent
bipartlsan agency established by Congress in 1957 and d1rected to:

- .

Invest1gate complaints alleg1ng that c1t12ens are being deprived
of their right, to vote by reason of their race, -color, religion,
sex, or nationé*xorlgln, or by reason of frauduient practices;

c

»

* '
.

. . -~ o A\

Study and collect information concerning legal developments con-
stituting a denlaﬁ of equal protection of thé laws under the
Constitution because of race, color, religion, -sex, or national
- 'origin or in the admlnistratlon of justice;

3

-

g‘Appraise Federal laws and p011c1es with respect to equal protectlon
of the laws because of race, color, religion, sex, or natlonal
origin, or in. the admlnistrationrof"justice,a

G
.ﬁ .”_‘[
Serve as a national clearinghouse for" information in respect” to =‘
dénials of equal protection of the laws because of race, color,
) re11glon, séx, or national -origin; . )
-4 t - R

Submit reports, findlngs, and recommendatlons to the Pres1dent‘and
. the Congress.

’

PO - £

< - . & t -

Members of "the Commission~ . . ‘. Y ;
B A ‘ - . ; . ' . R

Arthur S. Flémming, Chairman ' , - ‘ . ; T
Stephen Horn, Vice Chairman .. : ’ T
Frankie M. Freeman. . . , .
Robert S. Rankin : - , &
Manuel Ruiz, Jr. ] .ot
Murray Saltzman : ) ] ~ . .
John A, ‘Buggs, Staff Directbr . ’
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LETTER OF TRANSMITTAL : - 7 ‘
’ ' . e - . U.S. COMMISSION ON CIVIL RIGHTS
. : . ", WASHINGTON, D.C., MAY 1975
‘ THE PRESIDENT T - . N

THE PRESIDENT OF THE, SENATE
# , THE SPEAKER OF.THE HOUSE OF REPRESENTATIVES :

Sirs:. ,
: 4 R M
The Commission on Civil Rights presents to you this report pursuant to
Public Law 85-315 as aménded. ~ '
On March 5, 1969, the Federal Government established through Executive
Order 11458, as amended, a policy of assisting minority businesses by
providing loans, technical aid, and government contracting opportunities.
Subsequently, three special programs .- the 8(a) Subcontracting Program,
» - the Buy Indian Program, and the Minority Subcontraq;ing Program - were
established to assist minority-owned firms ;n"pbtagging Federal contracts:
- *  No such policy, however, was directed toward businesses owned by non-
minority women. . Consequently, no programs have been established to pro-
» vyide assistance to them.. - .
] A\,
This report is concerned primarily, with minorities and w&hgn as govern-~
ment contractors. It analyzes the éxtent to which minorities and women
share in §$120 billion worth of Federal{’étate, and laéal government con-
;tracts‘ﬁnnually; thé problems encouptered by firms owrted by minorities
< and 'womeri seeking govermment contracts; the opportunities provided
minority firms through special contracting programs, and the extent to
 which nonminority women are entitled to participaté in these programs.
< -. Data on Federal contractiﬁg.progrqms were gathered from responses to
questignnaires ‘sent to 10 Federal agencies and 2 offices within Federal
agencies which are responsible for administering Indian programs, ‘Ddta | .
on State and local government pro%rams were gathered from 76 résﬁoﬁses to
137 questionnaires sent’to State, city;.and local goverhments,” The
_Commission also conducted extensive interviews in five Stateg, the Districg
of Columbia, and on three Indian reservations. J// .

Our investigations revealed that minority and female-owre firms encounter
. problems of staggering proportions in obtaining information on Federal,,
State, and local governmept contracting opportunities i time to submit
timely bids, and in.obtaining the working capital negeﬁgary for effective
marketing and bidding. Minority and female entrepreneurs also encounter
~a great deal of skepticism regarding their ability QO/perfqrh adequately
. " on government contracts. Govérnment contracting officers and program
- offic¥als expressed reservations concerning the ability of minority-pownéd
firms to perform, although no specific cases of inadequate performance by
winority firms were brought to the attention of the Commission's staff by
these contracting officials. ) ' . .

[ .




The three spec1al F;der 1 ‘programs establLshed to as: 1st m1nor1ty—owned
firms have experlenced imited success 1n chrea51ng q&e number and *\

'_dollar value of contracts awarded to theqe flrms. Howi er, they have\

Q

'ERIC
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‘target group.

not been successful in sslstlng minoritly firms to surmbunt their \
working capital problems or in ogtalnlngftlmely informaft\ion on govern—\
ment contracting opportumities. In fact, although the [p ograms have
been in operation for 5 years, the Commléslon found only 5 of the 125

t éy were definitely helped by
r governc

companies it interviewe which assevted
them. /Thése companies,| however, “have ‘von Ainued to market
ment ebntracts.

/

The Comm1551on found thdt these thrge Fede&el programy lacke ef[ective,
pPlanning hnd coordinatiop, commitment, suff'cient data for malking
important program decisidns, and pxoceduges for matching contracting
oppertunitiés with the ndeds aund abiliti¢s of minor'it glrmb.

State and local efforts t% prov1de contnactln oppo* Uanleb to
minorities and womer! have bezen stimulated by Federal [orders direy ted
towards State and 1local goGeanents tecgiving

Labor has 1nterprcted this t

well, and nearly half of the urlodlctlons wath afffirmative action .

4. Also, a
provision in the Office of Man gumenq and”Bquet s[€ircular A-102"
directs State and local granteei to qu tt efforts fto proyxae "onLra‘-
ting opportunities to minority businesses. None :

however, "has included firms owne by‘nonmlngrity owen as part of.th

State and local efforts to comply with these dirgctives\have been
11m1ted Only 10 of the 76 juri sd1¥t10ns whth respond d to a

ting opbortunlties to minority flxmsx and none provided thesé ‘ .
opportunities to.nonminority female- owned firmg. In fact| these 5
pregrams have met with little success dn aidin m¢no*1tv—rwned firms.,

special contracting programs, minorities re:efive less than seven-
tenths ofvl percent of the $120 billion \spenf annually by these .
governments fcr tontracts, and the 1dent%f1 b1z share of Lontrgcts
awarded to firms owned by womén is impergep 1ble.

As a result of the limited impact of th§s al, State, aud local .

13
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The Commission trusts that 1t§ f1nd1ngs and recommendations will prove R
elpful to the—executlve and 1églslat1ve Branches as they seek to . . "
tructyre prdgrams that will be more, respon81ve to the needs of minority T

. firms and Wlll provide new00pportun1t1es for nonminority, female-owned

fi \

.

—
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Respectfully,

Arthu S Flemmlng, Chaeran
Stephen Horn, Vice Chairman .

‘ranki /Freeman
Robert Ranklﬁ i 9
< nuel Ruiz, Jr.7; . -
\ _Myrray Saltzman '

H B .
¥ x ~ . | *
- Johin A. Lﬁggg, Staff Director
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¥ PREFACE. e ' .

’ . The combined purchases of the Federal Government for EY 1972, 'and - \C i
° \

*

\

State and local governments for calendax year 1972, exceeded $120

‘b11110n, prov1d1ng contractlng opportunities for almost every segment

-

of the American business communlty Firms omned by m1nor1t1es ‘and B
1 ,
wonen, . however:\recenved less than 1 percent of the total dollar rﬁlue ‘ :

! » « of all government contracts accordlng to information supp11ed to the
¥ BN r' * »
+ Commission by Federal, State, and local governments. : \
. ‘When this study commenced in 1973, very little information had béen

gathered on either the extent to which contracting Opportun1t1es were

0

available to minorities and women or " the number amd dollar amounts of

<

.contracts awarded to them. Turtnermor , nothing -had been published whlcb

assessed f%e implemeatation and effectiveéness of contraéting programs

established to aid minority businesses or determine whcther buSinesses

] fowned‘by minority and nonminority women ﬁave acckss to sueh ﬁrogrdms.

. Thi¥ reporL partially seeks to fill this gag&,i‘s covclusxons are based
not only upon the analysis of publlshed census ard pro.ur-ment data, but .

also on information -.compiled from questlonnalreg and intefviews.

s ’ ’ 4

v
-

“]. A #¥rm is considered to be minarity or female-owneld ¢hen a minority
person or female owns: a sole gropriet: rship; move thar 50 percent gof
a partnership; or in the case of'a corporatior, nore, than 50 percent jof s

-

" the outstanding stock of the corporation. .
2, The. Commission collected data from State and rccal govevﬂments -for
FY 1972 and also verified contracting data for Fed: ral agencies for jthe
same fiscal year. S.nce,the Commigssion {ound substantial élStrevancles - ,
. between the amount of contract dollars awarded to.mino¥i 'y tusinessés as’
- reported by the Office of Mirdority Business- Latespr.sc (7M3L) and the .
dollar amount of such contracts as reported by the various agen-lesé

S the Commission used ,the verified, FY 1972}conrravtrﬁg figares for i
‘ analysis. .However, OMBE reported $701,.3 million worth of cnntractsLand
P subcontragts_as be»ng awarded to minority firws in FY 1974, Assuning °
Federal contracting remained at the' FY 1972 leel and the accurecy of
OMRE's FY 1974, figures, this wouid renresent 1.2 vercent o total Fed-
ezal contracting., The $701.3 million, howaver, admittedl ucludes )
contracts awarded by pr1vate and publi. gruntoes of Feuernl funcs,
‘ . . . - N
: ‘vii S » g .
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. little has been done to déetermine whether.

tratively in March 196
. efforts to- increase *overnmevt contracting with m1nority firms have
@ \

been successful. 1so, it was not clear whether such programs were

onminor;ty womer:, on. the same “basls as they were to
Thus, the

ére to determine the answers to the following ‘questions:

‘accessible to

minoritiesl specific obJectives of the Commission,’ in th1s

)

\ Studj,

* ‘Do Federal, Statc, and local programs provide
contract1ng oppartunities for m1nor1t1es and’

women equal to° those provided to nonm1noritye ' L
males? If not,{what ‘are the barriers to .their ’ S
full participation7 . '

* To what extent have special State or-local i .
contracting programs been’ established to -
facilitate con Eacting with firms{own d by
minorities and}women7

<

. * Have distinct §rganizationa1 mechanisms been
established to; implement® sucl special con-; > .
tracting programs, .and, if/so, are such

mechanisms ad quatelz/equipped to carry out * .

their task?
p . "

* Have goals been established for ‘such programs:
. and are these programs ach1cv1ng their goals°

* Will the t pe and 'size of contracts being iﬁarded
through th specia1 programs aid the develdpment
of the fiyms they arexdesigned to assist?

_— -

-~ S .
* 1Is thereian adequate flow ofs information to e
minoriti®s and women regarding ‘Féderal, State, ’
and locﬁl.contracting opportunities? *

‘ ce -unfque problems encountered by minority and, :
. female-owred firms supplying goods and senvices
N to goyernment agencies7 N

* TIs the government s purchasing power being., * |
' effgctively used to aid the development of firms '
. owned by minorities and women? )

Vo %

4

‘e
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o

& .

- the Department of Health, Education, and Welfark; ‘the Department of

Service;
’ ‘tration. The,Commission staff interviewed 53 contracting officials in
.these agencies. ; K At ’ .

oy v
. . .

5y

| SOURCES OF DATA ' | Lo o R

e - .
. : a

.//Enterprise Program Agencies that,, award numérous. or substantial con-

* ing construction, hardware, and research services. The~agencies selected

governments to obtain data on the1r .coptracting with minority and female~ -

. were ‘either repres

3go"ennment contracts ‘and to identify mrnority and female-owned firms,

“especially i

Data on Federal tontracting,programs were gathered from responses

-«

to a questionnaire sent to 10 Federal agenc1es and two offices respon-

sible for a ministering Indlap programs the Bureau of IndTan»Affairs
(B1A), in fhe Department of the InLerior, amd the Indian Health Service *’

the Department of Health,,Education,‘and Welfare.'
- The 10 agenC1es were selected on. the basis. of the size of the1r

proé/rement qperations and their reported pa;ticipation in the Minority -

-

tracts to minority firms wer 1ncluded as well as those a encies that
3 B!
3 Also, there was an effort ‘to

.

award very few contracts to such fTrms.

include’ agenc1es that purchased a variety of goods and services,. 1nelud-

were. the?})epartment of Agriculture; the Department of Defense, the

ronmental Protection Agency, the General Serv1ces Administration, M

Ean

Labory the Department of Housing and Urban Development' the Postal -

the Department of Transportation, and the VeteranS'Adminis~\

The Commission also sent questionnaires to 137 State and Local

T e

owned firms - In addition/ interviews were conducted with 16 represen- 'z

.tatives of minority busiﬂiss development organizations and six women who

entatfyes ‘of female business development organ12ations
or experts on the subject. "The purpose of these interviews was to get

an overview of the problems confronting minorities and women seeking

4

n mafufacturing. F1na11y, the Commission interviewed 84

‘a - - . 4
3. No data are kept by the lO 'Federal agencies surveyed by the Commis=
"sion that would indicate which’ agencies are contracting with firms owned

by women. 7 «
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| THE AVATIABILITY OF DATA. . - L

&

. were cdllected rarely were they /roos classified by race and sex.

Jdittle was obta{ned in the way of hard data. Federal agenc1es do not ~

. 5 ..
minority males, 20ginority females, and 21 nonminprity female business -
persons. e L - ' )

-

Although responses te the Commlsslon s questlonnalres to Federal,

State, and local governments ylelded some useful information, very

* .

collect data on contracts awarded to eit er m1nor‘ty or!gonMinorlty .

women Data réported'by the agencles re/garding contracts and s&hcon-

tracts eompetltlvely awardea to minori 1es are not based ¢n sound data

collectlng procedurts d&nd are oiften st1matas or guesse&. Data were

v1rtua11y HOHEYIStePt 3t the Statc ,and local and 1evé1s, and whare data

A \
Given the unreliability and “inadequacy of the data, more reliance

had to be placed cn the observa'ions and experlénce vf program off1c1als ‘.!

and partlcupants\ln aesess1ng Lh" effectiveness of special contractlng

prograns. . . . . ) g

1’
I ‘This report analyzes the mat ridl in twe parts.' Part I analyzes
the participaticn of'minorlty aed tna1e~owned fdrms as Federal contracb

tors, while Part 11 addresses theix vart1c1pat10n as State and 1ldzal

"

er.ailed a protr:.cad and ccmgiex task of reconclllng and veri i V1ng /

governnent contractcrs ' . .
THE USE OF FY 1972 DATA , g
- Y ’ S
- The Comm1s51on in yndertaking this &ILI}& s dres heavily upon FY — * ™

1972 data compiled by te President's Commission on._Government Procure- !
ment, since it was thc mQst currert and rellable‘data avallaale at the

time the studj vegan and <he use o* nore .current statlstlcs would have:

*

disparities in figures rnportad Ly the contracting agencies and depart- |,

ments, TBA a.d -te Office of dlnorlty Buslness Lnterprisc (OUBE), and '

the mindiity and female contractors. - - | //
. : 9 S Y AN

o - - .

4. See aprend’'k A or a ccmprehensive analysih of the methodoloegy used g
by the Commiss®oa in obtaining the data:for thils report. It 1nc1udes

a tiscussion of the bases for selecting }nterv1ewees, and the 51ze and- -
industrial classificatior of the firms- Whose owners werealntervaewed
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S INTRODUCTION : :

The Federal Governme.t spent approximately $57.5 billion for goods

and services purchasederom private contractors in FY 1972 Figures for

FY 1974 have not been reconciled, but from a11 1nd1cat10ns total contract-
ing amounts were hlgher than “for FY 1972 In FY 1972, the comb1ned tota1
of Federal contracts awarded to m1nor1ty and female-owned flrms, however,,

amounted to less than 1 percent of the ‘overall amount . .
Federal agencles\purchase a variety of goods and services ranging
from weapon systems to paper c11ps, from sophlstlcated consu1t1ng services

to Janltorlal and 1andscap1ng serv1ces. In add tion to_government-wide
procurement of standard commerc1a1 products, agenties such ag the Nat10na1

Aeronautlcs and Space Admlnlstratlon the Energy ﬁésearch and Developmentl

Adm1n15trat10n, ‘and the. Department of Defense stimulate new technologlcal
and'lndustrlal developments to meet space exploratlon, energy, and
national defense needs. Federal contract1ng plays a significant role in
the economy, purcha51ng an amount equal to 4.8 ﬁercent of the gross
nat10na1 product in FY 1972." However, the 1ndustr§a1 distribution’ of .

m1nor1ty and female bu31nesses and the nature of, Federal spending tend to

11m1t the potential for the part1c1pation of such “firms as contractors.
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Cagrrsat

~ Aﬁ analysis of government purchasing by broad 1néustr1al
categorleS‘ﬁor l973 categorized [Federal contracting as follows: con-—
structlon; 8-7 percent materials and supplies,253.3 pefcent; and
serv1ces, 38.0 percent. > Anlanalysis of FY l967 federal contracting,
which was published”in 1974 and fis the most recent detalﬁed analysis
availagle,-shoms,thét 70.6 percent of all purchases from\manufacturers

£O6r materials and supplies weie |[in five categories of products, (1)
Y L S

i g . ) . Lo e .
military weapons and accesgories; (2) chemicals and selected chemical,
products; (3) radio, television, and communications equipmenti (4) air-

1SR
craft and parts; and (5) transpcrtation equipment'(includiné ship and

boat bulldlng). A major portion of Federal. -purchases of sérv1ces

i

were for repairs, research, pro esslonal services, and travel accomo= -___
N G

dations (transportation and lodglng) . _ . \ .

This same analys1s of government~contract1ng by 1ndustr1al .
‘categorles for FY l967 shows that‘the Federail Government consuméd a
s1gnlf1cant:portlon of the total national output 9of several categories
of manufactured products, ‘such asﬁﬁeapons and accessorles, aircrgft

\
and alrcraft parts; and radio, telev1slon, and communications equlpment

~ . ‘

. - . >
v, - . o A 3

2 : . " s L= \.'

5% Calculated from data' provided in the' U S., Department of Commerce

Survey oF Current Business, table 3.14 "Government Purchase;oﬁ—Good34==r—m~-,

and Sérvices by Type, Annually and Quarterly," July: 1974, p.* 32. The
percentages are for 1973. For purposes of this analysls, purchases k
are categorlzed as constructlon, materials and supplies, and serv1cesx
The Survey of Current Business refers to construction as "structiures" \
and materials and supplies as 'durables and nondurables." oy \

® \

6~ CalcuIated from data prov1dedaln the U.S., Department of Commerce, \
-Surrey -o£- Current Busxness ‘table T; "Interindustry Transactions; —

"1967.," vol.‘g?, no. 2 (February 1974), Pp. 92 43
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TABLE 1,

FEDERAL CO}
YEAR 1967)

-
£y

L4

Federal Purchase%

Total Output

Percent of

-

{,

Ordnance.& Accessories

ﬂAirc‘aﬁt and Parts

Rag;i, TeleV1310n, and
Communication Equip.

Transportation?Equip.
Office Machines -

77.0
£ 39.3

3:
1

Q0 W W
O o

|

i

s Maanenance and Repair . .
~ Construction .

Office Supplies

* New Construction ' ' ‘ ’ .

o
£~ oo
w oo™

\f‘ixx\gf ) . . Other Furniture and
. 2‘\“\\\$;\\< . Fixtures 3.2 .
-~ )“' \ - . . . . . . %
: Source: U, S., Department of Commerce, Survey of Current Buslness, val. 54
*  no. 2 (February 1974);7table I, pp. 42-43. . E - ) f
| B

i

The contracting opportunlties for firms producing the goods and

ThE dearth

~

providing the serv1ces listed in table 1 are Substantlal
of minority and female—owned f1rms in these industties (see chapt_e‘r\lli

however, limits the1r potentlal for 1ncreased part1C1pat10n as govern-

4
- .\‘ - | i

ment contractors. = L,
In the 1ate 1960's, the Federal Government recognized the existence

of the d1ff1cul;1es fac1ng,m1nor1ty businesses and the need for m1nor1ty
economic development. Shortly after taking office, Presiﬁent N1xon .
A} .

issued Execut}Ve Order 11458 (March 1969), annOunc1ng a natlonal pOllCV
Using the

s

»

of fosterlng mJnorlty bu31ness ownership and development.
mechanlsms of Executive order§, Federal regulatlons, and congressional
the adminlstratlon developed a range of programs. that

These programs together comprlse the

approprlatlons
it spread among several agenc1es.
Mlnoflty Enterprloe Program, whi.ch a331sts minority-owned firms © 1n a

*

variety of ways, 1nc1ud1ng loan packaging, contractlng, and technical
. : R
a891stance. ! . Co ' i o
. ’ . - B )

Co "‘%1

S




"Three special programs were established to assist mi ofit& frrms"
efforts to increase /their share of Federal procurement o? lars: the -
Small Business Ad’inistratlon s 8(a) Subconugactung program based on 7

§the authority 1ven the SBA by section 8(a) of the Small- Business Act . ‘ o
to contract Wlth Federal agencles to provide goods and. serV1ces and- A :
and, in tufn, subcontract the actual work to soc1a11y‘and econom1ca11y
d1sadvantaged bus1nesses, the minority subcontractln ,program, “autho- .! ' .
rlzed by a contract1ng regulatlon which, urges md jor ederal contractors . .
v . to offer subcontractlng opportun1t1es to minority-o ed,firms; 4and the

Buy Indian program, based on a statutory prov1slon authorlzlng the .

- - B SN

. - Bureau of Indian Affalrs and the Indlan Health Serv1cg‘to contraqt, . R
“ d1rect1y thh Indian firms. Desplte differences in operatlon the' © W
R4

N .
-

common purpose of these programs 1s to develop market for m1nor1ty

bus1nesses“ In eontrast thevother programs in the—Mlnorlty Enterprlse o i

Program Suchfas “the Equal Opporttnlty Loan and Management Asslstant . .: ..

s Programs, fOCus'on the development of f1nanc1al and techn1cal resources. N
- P - - . -

i - K Although there 1swa natlonal pollcy recognlzlng the need for spe- |

e 1a1 contract1ng programs—ﬁor m1nor1t1es, includifig minority women, - SN\
This .: ¢~

" there is* no. pollcyi ecognlzlng such a need for nonmlnoflty women.

part of the" report examines factors 1mped1ng m1nor1ty and female ~owned -

- flrms in obtaining Federal contfacts, analyzes the ava11ab111ty of ., ~

!~Sp80181 dﬁﬂtractxng programsffor m1nor1ty and nonm1nor1ty women, and T4

.z assesses ‘the obJectlves, operatlons, and effectlveness of the three

PN

'Speclal‘Federal contractlng pfograms des1gned to ass1st m1nor1t1es. 5 Tiv.;’
. ‘ " . g . N .z SRS
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. e, Chapte: 1 ;5 . N .
. - MINORITIES AS FEDERAL. CONTRAC’fORS .
. ) . &

4 .
The most comprehenslve data .on contract Zwards. to minorltyoflrms

aréhcontalned in the anuual report of the Oﬁilce of Minority Bus1ness ! v
Enterprlse (OMBE) in the Department of.Commerce. Accord1ng to OMBE

_the?Federal Government S purchases from 1dent1f1ed minority f1rms ) -f,
totaled almost $394 miliion in' FY 1972 (see table 2). The tota1 for . /

FY 1969 was $12.7 m11110n.7~ Both flgures 1nc1ude"31rect contracts, .-

‘vs-— -

8
subcontracts awarded by maJor government contractors, and subcontracts

- awarded through the Small Business Adm1n1strat10n s Sectlon 8(a) subcon-

9. om - . \
- ¥ tractlng program- - T e g -

Cbntracts awarded to flrms which have been 1dent1f1ed as- m1nor1ty
owned totaled 0.7 percent of all Federal procurement in EY 1972 10 LT

desp1te the fact that m1nor1t1és owned 4 percent of all American buslnesse. . v

in L969.»41her1972 gross rece1pts for all m1nor1ty f1rms are .not yet ~?; ¢ T
ava11able, but uslng OMBE f;gures, Fedetal.pprchases from minority firms

*i-in- FY 1972 totaled 1ess than 3. 8" percent of the 1969 mrnorlty gross - -
11 - - .

[ . ?

~

-
Pl

recelpts,

2

P
&
. . - &
- * Iy - M

- * o e -

‘:':1\1:\
[

. 22

-7. ‘See U S., Department of Commerce, Off1ce of M1nor1ty Bus1ness Enter- : g
prise, Report. to the President on M1nor1ty Business Enterprise (1972), . © .
- p. 1. Accordlng to OMBE flgures, total contracts .and subcontracts

awardgd to minority fers in EY 1974 amounted; to $701.3 million. This .
»flgure, howeverJ has ;not beeh _verified and admittedly includes contragts :

aWarHed by pr1vate and pubIlc graﬁtees,of Federal funds, . X
8¢ See chppter 7 for audascu531on of the subcontractlng program, . -
’¢3_ See chapter 5 for a d15cuss10n$of “the 8(a) program. \x)

1! TOtal Fedgrﬁl purchases ‘for FY 1972 amounted to $57 S'bllllon. N LT, s
'sRepont of" theé. Comnissidi on Government Procurement (Washlngton,,D.C. .. .
¥ GRO,= *1972), -dppendix D;Tp 155 (hereafter d%ted as Report of thé N ¢ :

‘tdmmlssion on Government, Procurement) Yoo s N
T Zeme grval e TN L

| ) 2 uJ“Dépaftmenﬁ of Commercé&, Bureau of e Census, Minority-Owned N
~ 7 .. Busindsses: 1969"’&8 4 C197l), p. 1. (Hereafter cited as Minority-
S {{ ' Owned Busmnessesan 1969, ) v . T . .
. :._-\__'- N L ‘h _(“.{ 3 . . 3 be © F
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These statlstlcs may even cverstape the extent ‘to which minorities
~ " “
partldrﬁate in government cbntracti The most reliable data are those
prov1ded ‘to OMBE by the Small Busipéss Adm1n1strat10n (SBA) on 8(a) pur-

“ chases. 12 Other OMBE data o d1 ect/contracts and subcoptracts are

" inconsistent, w1th data .submititéd to the Comm1ss1on by Federal agencies. . .

Flgures supp11ec by\s of the” 0 Federal agencies that responded to the
Commission 1nqu1ry dlffeg,subitantlally from the data furn1shed by OMEE

. The Department of Hous gwand Urban Developmenﬁ (HUD) indicated to the

Commission that it ar ardedlgply $2 3 million in contracts to minority .

T . f;rmsM\ﬁhile OMBE, feported that HUD had awards of $89.8 million. 14 )
(Qee table 2. )7 The | Veterans Admlnlstratlon (VA) reported $1, 840 393

—— - -

* 7 less than the amount reported, by OMBE, while the Department of Tfans-
portatlon (DOT) reporteéd $450 000 more than the amount given by the

E report. . ¢ - ’ . - - < ~

~ 3

If the OMBE .eport (see:table 2),1is adjusted-to reflect the’ figures

N

supp11ed\3? these thrée agencies, tota1 Federal purchases from minority-
owned firm$ are reduced by approx1mate1y'25 pencent to $300,056,487. 15 ;
Also, while the'Federal Government purchases goods and services equal to .
approx1mate;y 4.8 percenL of the gross national product, according to .
responses to the Comm1ss1on s questlonnaire its purchases of goods and
services_ from minority firms were less than 2. 9 percent ©of the $10.6

billion m1nor1ty gross receipts for f1sca1 year 1969. ¢

» R B ’ -
~ Ay = A

) 12. Some of the inadequacies of SBA's data are discussed in chapter 5.

13. However, the OMBE figures 1nc1q§ed contract1ng opportun1t1es pro~
‘vided by Federa grantees, which are not strictly direct Federal procure-
ments and, thus; improperly i cluded as a Federal contract -or subcontract.

X4 »”

! 14. The HUD figures for FY 1974 are even more suspect. While OMBE
T reported that HUD awarded $14F million in -contracts to minority-owned
‘ firms, HUD's total contracting was only $246.5 million. OMBE ,officials . . ,.
concede that HUD figures may nc1ude contracts_awarded by grantees, . .
- Which are not, in effect, Federal contracts or sub ntracts. :

P —,

. 7 15, The Department of Defense does not maintain records on direct pro-
curement from minority f1rms so neither the OMBE tatal nor the * -
Commission's ad jugtment 1nc1ude DOD' s d1rect purchases. .
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CHARACTERISTICS QF MINORITY - OWNED FIRMS . - ) -
The.current potent1a1 for s1gn1ficant1y 1ncreased part1c1pat10n of (
minorities .as government contractors 1s 11m1ted by ‘the number of such . "
firms, the1r industr1a1 d1str1but10n ‘and their s1ze. While the Federal - T
° . Government/speqt 53.3..perce at of the total dollar value of its contracts
) " for materials and supp11es (manufactured goods), minor1ty f1rms”are not : .;‘
- _well represented 1n<industr1es that, produce these guods. AAccordlng to » ';><

zaz the 1969 ‘Census. of Mlnorlty Businesses, there are 321, 958 minority flrms' - ‘///

-

?' in the United “States w1th\gross receipts tota11ng $10 6 b11110n~

These f1rms are overwhelmmngly concentrated in fhe reta11 and nonpro-,;f

fes31ona1 serv1ce>1ndustr1es in Which the Feﬁeral Government does/t e
least amount of contractmng (see- table 3) \;l - . ; . !

e ) in manufacturlng, thé*dlsparlty between the numbér of m1nor1ty 17

-

flrms and allfmanufacturlng f1rms 1s pronounced Accondlngwto estimates,

manufacturing firms numbered 401 000 4in 1967, account1ng for 5 3 percent

"6.

a " of all f1rms whlle m1nor1ty manufacturers numbered on1y 8, OOO ¥n 192%11’\\

*accounting for 2.5 percent of ali m1nor1ty firms. More 1mportant

o )’gufacfurxhg accounts for 39,3 percent of the grossrrecelpts of a11 i j

*+  firms, but only 6.1 perc the gross recelpts.of m1non1ty firms. .
_ i M1norLty constructlon f1rms compr1sed 9.2 perceat of all m1nor1ty
- . firms in 1969 wh11e constructlon firms accounted for 11. 4 percent of A

%

all f1rms in 1967. Most minorlty construction firms are classified as#f
f‘ @

. spec1a1ty constractors. In‘fact, only 1, 6?7 or 5.4 percent of all
m1nor1ty constructlon firms are general contractors w1th Qald employeesu

Since the Eederal Goverrnment "confracts witn general constructlon

S .

, % gontractors rather than’ spec1a1ty contractors for new constructlon,
e .
* -minority firms are‘rarely able to benefft d1rect1y from government .

: * \ _
: spend1ng for new construction.. . ’ .
* . . ’ - [
1] - -« 7 L. - H

- . -

~» »

16. M1nor1ty-0wned Busanesses' 1969 p.'

4

17. The 1972-Census of ‘Minority Bus1nesses4used.1967 compar1sons for a11 ,
firms .because it was the most recent data avatlable at the t1me the
. minority -census -was ‘conducted. \ . s

. * .

EMC . \ “ ’

- . - . * .
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TABLE" 8.
./RECEIPTS 0F FT

L}
a t .

¥ ‘y v,
e - A

. CO‘I'PA;AZ[VE ANXLYSIS OF THE INDUSTRI/“’ 'DISTRIBUTIOL\}/AND GROSS

L
2 T~

OWNED B?‘MINORITIES AND ALL U, S FIRMS Yoo«

13
-~ o

‘ *

\\9

S L7 " Percentage of Firmig~ Percéntage of Gros's

o q13881f1°4ti°n ' All Minority .. | _Receipts .

] . ‘ Firms Firms ! ALl Firms Minority Firms.
R 1967 & " 1969 | 1967 1969 .
COnstruct10n~-------~-y-~ 11.43 ° « 9.22° 4’ 6.1 - 8.9
'Manufactuz1ng—--:fe1%;--- 5.35 7. 2.48 ’&.' 39.3 , 6.1.
Wholesale===v=cmm-u- “i-=- 5,78 I1.70, “ 14,2 . 8.8

Finance and Real Estati-- 16.33 6,77, . 5.8 5.1
Selected Servlces~--r:-4- 24,07 31731 4,1 ~ 13.8

. No Classification=--zz--X: £.90 11,01 k. 2.0 © . " .4Y9
‘Retall—-r-‘---;----‘ ----- sem= 127,32 30.11 21.4 48.7° % %,
.Iransportation--r-?--{~--" 5.79 7.36 ' ~ A T 3.7 o ¢ -~
. To;aln"---‘-.,--i-“----;;-1oo.oo 100. 00 '100.00 100.00 .

Source u.S,, Department .of Gommerce, Bureau of the Censys, MinorityJOwnedl,
BUslnesses 1969, MB-J€(1971) L. S e )

Ihe'llmlted size of most minority firms, measure? in terms of the. K

number of employees, volumé of bus1ness, and the~

f1nanc1a1 resournes. X

3
A

avaIIable to them, tends to make 1t more d1ff1cu1t for . them to compete

'for Eederal contracts and camply w1th preaward survey sLandards for.-, -

Federal contracts

have paid. employees, and they are mostly -retail firms.

number of'employees for all minorit

ity mahufacturers averaged eight employées per firm.
gross recelpts “for all m1nor1ty-owned flrms ‘was $33 000_annually while

20
the average gross recelpts for a11 United -States flrms was $200, 000

~ - o By

- 18.°

Q [

8 Qnly’ 90,000 or 27.9 percent of all m1nor1ty £1rms

The average

y firms was four in 1969, while m1nor- .

19 The ,average

\
® »

‘Federal contractrng offlcers are authorlzed to conduct surveys to

determine whether- proposed cont‘écfors have or are able to outajn the

'necessary.flnanclal resoyrces,
1203- (1) (a), 1.1~ 1203-4

}9: Minorlty-Owned Businesses'

20,

Galculated from data ‘in Minority-Owned Bus1nesse§

uipment, and personne1 41 C.F.R. 1-1

1969, table 7, pp. 142~43 ’ . e

1969, p. 1, and

table B, "p. 2. °

.
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- FKew minorlty-owned flrms are con81dered ma jor

- /’ment regulations,

3 suncessive yeayé not -to be considered small,
have at least SOOQemplgyees.
industrial categories such as:

-~ ordnance and accessories, 1, ,500) .
1000 B

e small’manufacturlng firm: - e

L
a— *
* y

210 - Procurement Regulatlon 41 c. F

. .|  r~pusiness set-aside contracts.
22. " 41 C.F.R. 1-1.701 (a) (b) (1).

23._ "The Black Enterprise 100”
panied, based.on gross. receipts for
. 1lshed in Black Lnterprlse. June 1973, p-. 35

-<

-

.
B2 oo evc | PR

- Practlcally all agﬁ small bu31nesses, aceording to the FTederal procure-

For example, the regulatlons state that a cons-

and manufacturers must

(More employees are required in certain

R. 8 1-1701 -1 prescrlbes ‘size- and gross
réceipt iimitations for firms eligible for partlclpatlon in small

enterpriSes

b

" truction contractor must have gross recelpts .exceeding $7 5 m11110n for

food and kindred proddcts, 750; and
According'to "The Black Enterprise

only .one‘of the constructlon firms listed exceeded the $7.5

-miliion small bu81nes$ limitation, wh11e none of the 28 manufacturing

firms exceeded the 11m1tat10n on the number of employees allowed a

-

' <

<

" “

.

is a compllatlon of the t0p 300 black .
calendar year 1972,;Which was
[
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. though 26 of the 41 femald _entrepreneurs. indicated that their firms

Q

.

Chapter 2.

N ' WOMEN AS FEDERAL CONIRACTORS ,
: ¢
There is very 11tt1e 1nformat10n available on the part1c1patr ong - . L.
of female-owned businesses in government contractlng; Informatlon T :,

obta1ned in staff fvterviews suggests, however, that the part1c1patfon =

of women in direct competitive procurement 1s less than that of o

24

m1nor1t1es. Of 41 female entrepreneurs 1nterv1ewed (20 m1nor1t1es .
and 21 wh1tes), only 8 have been awvarded government contracts. None

has been awarded a contract through ‘the competitive bidding process

e

regularly bid for Federal contracts. - o [’ ) N

” ¥

SBA reports ‘on the 8(a) program prov1de,¢he onLy data on contracts
awarded to firms owned by women, but’ thé data are 11m1ted in that on1y

contracts awarded through the 8(a) subcontracting program are recorded.

The Commission identified on1y female-owned fixms approved for the

o,

million ip &(a) contracts i ;%912;~_-_ . - N,

The 10 Federal agehcies surveyed by the Gommission reported that
they did not collect data on competitive contracts awarded to women. 27

AY
4 = \

24, mhe Commission's sample was selected from SBA reports: Firms

Appraved for 8(a) Contract Assistance (1972); and Status Report of 8(a)
Coritradts (1972) A list of female-owned firms _compiled by Wanda Banks
Associates was also used. For a doscr1pt10n of the basis for selecting
firms and the size of firms whose owners were interviewed, see append1x

A, o > .
25. SBA does not’ c1ass1fy contractors or contracts by the sex of the

firm's owners. The Commission compiled its 11sts by inspection of —
owners' names,”verified by te1ephone and cross checks with other 11sts. )

26. Tabulated from Status Report of 8(a) Contracts (1972).

27. Only 6 of the 10 dgencies responded to questions about fema1e-owned
firms. The Departinent of Defense, the Department of Housing and Urban
Development, the<Postal Service, and the EnV1ronmenta1 Protection Agency

- did not respond : ,

o

a
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The response of the General Services Administration (GSA)'is*typical:

c?

9

o ) J Overall data on\the number of competitive contracts
. _awarded to women is not available at this time. The
T . sex of the ownexs of businesses who received Federal
contracts is not recorded in all instancés and, if it ) c,
were available, icompilation of the data would require : .

extens1ve time due to the large number of. contracts. 28

This lack of data ald the absence of procedures for collecting o

— information on contracts warded to women are indicative of the lowl .

priority Federal agencies have ass1gned to female business development.

One indication of. Federal interest in women as contractors was R
"{

t was awarded

broughtgto the attention of the Commission; an HEW contrac

.s Action Program to determine the extent to which womén -

by the Women'
2 Althéugh HEW has awarded numerous

_—  have been successful bidders at HEW. .
the evaluation of programs affecting women, only $28

-

contracts for

million 'or '5 percent 6f HEW's FY 1972 contracting was iden{ified as . .

hav1ng been awarded either to firms owned by women or to projects o

directed by women. The ‘study neither distinguished firms owned by women

from firms ‘owned by men which emp

loyed women as progect directors,_nor
cross-class1f1ed female-owned firms by rac/h/r ethnicity because such

- .data were not.available.t Ve

CHARACTERISTICS OF FEMALE—OWNED FIRMS ?
like minority-owned bus1nesses, are limited/in

e Female-owned firms,

o

ir number,vindus-

B

their participation in government contracting by thei

trial distribution, and size\ “Although the Bureau of the’ Census, in

cooperation with OMBE, condudted a comprehensive suryey 0

their ‘data do not distmnguish between minority malé€ and minority

£ minority

firms,
A s1milar effort to collect ijnformation on firms -

e female-owned firms:
The limited data availabIe, '

- owned by women.has” not been undertaken.
N . IR R |
k)

28. Janice K. Mehdenhall Federal Women $ Program Coordinator, General
Services Administration, letter to Martin Sloane, Assistant Staff

Director, Office of Program and Policy Review, U.S. Commission on Ccivil :

i Rights, received May 1, 1973. .
29, See "A Study of the Extent to Which Women's Firms Have Been Involved
in Evaluating DHEW Programs," prepared by Wanda Banks Associates, - .

QO Zontract No. (SB 3- 2-08 (a) 73-Cl153) (June 20 1973). .

[]z\!: ' ' ’ \:3()

wll Toxt Provided by ERIC
- -
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|
such as on firhs certified for the 8(a) program or on those rece1V1ng .
|

SBA loans, suggest that the number of flrms owned RN actively

controlled by. women is quite small and that their economic impact is

h ~

negligible. \ ) - " o - -
While an analjsis of female-owned firms receiving SBA loans in

FY 1974 may not represent a scientific sampling of such firms, it does

shed some light on the type and nature of. flrms owned. by ‘women. Based

on the SBA data these firms are heav11y concentrated in the wholesale

and’ retail c1ass1f1catlon (58.8 percent), which seldom prOVIdeS goods

and servlces purchased by the Federal Government (See table 4),

\ /

TABIE 4, INDUSTRIAL cmssmzcmzoxr OF FEFALE-OWNED BYSINESSES RECEIYING
SMALL BUSINESS - LOANS \FISCAL YEAR® 1974 o - >

N

Classification Number . Percent
Transportatlon and
! Communicationg=mmmmemnx ' 49 2.5 ° |
: ) Construct10n-~7~~~;4¥~-~* 37 1.9 -
. " Manufacturing-%---c- ———— 156 8.0
» Wholesale and Retail---- 1,143 °  58.8 N
o Finance, Real Estate,
= . a d\Insurance mmemm———— 9 0.5
- - No IClassification=rmsw=- . 8 0.4 , *
Sellected Services-mmmmn-= 520 26.7
Mispellaneous=mmwemencan 24 1.2
0.0

B .

— - §

N
Note: Based on 1946 female-ow ed ‘firms receiving loans from SBA durlng

FY 1974. Female~owped firms have not.been identified by race or
. national origin,

Source: Information nrOV1 ed b& SBA, Diyision of Reports Management
Richard J. Sodoski, Director, Reports Management Division, letter to
James B, McDaniel, Project D1re§[or, Office of Program and Policy

Review, U.S. Commission on|@ivil ights, Jan. - 16, 1975.

Firms owned by women glso tend to be concentrated in indystries

- mi—— ¢

characterized by their small siz and low gross receipts, For exampLe,

" 753 or 38. 6 percent of the [ 94? female-owned firms receiving SBA loans~
in FY 1974 were in six 1ndu trieslln which the size and average gross

receipts are generally smal . (§ée,tab1e 5.)




&
] " 15 . . N ) o N
: - . > 2 ‘3‘!(‘& . ‘
- B . . ;‘ % \
TABLE 5, ANNUAL AVERAGE PROFITS FOR SIX SELECTED RETAIL BUSINESS CATE-
. GORIES IN WHICH FEMALE OWNED BUSINESSES TEND TO BE' CONCENIRATED R
Annual Annual © . Annual
Percentage of Average Profif” Average Margin -
Female-Owned Rirms  Gross Per- for Salary and.
in the Industry . Reéeipts centage Re1nvestment i
‘Restaurants ¢ © 12.5% - $60,000  11.13%  $6,678 .
Gift and Novelty » T . - i . ' )
* Shops © 2.9 30,000, _14.04 4,212
Clothing Retail - 11.7 30,000 16,71 5,03 ¢ ¢
. Beauty Shops o 5.6 25,000 19.41 4,672 .
Variety Stozes 1.0 *. 35,000 12.49 4,371
' Grocery Stores 4.7 150,000 5.%49 8,235

» -

.
14

. - Q

Source: Data on concentratlon oﬁ.female owned bus1nesses are based on

U-S., Small Business Administration, "Loan Approvals :to Women-~FY 1973."
_Data on average gross receipts and profit percentage are based on infor- g
mation found in, Accounting Corporation of America, Barometer .of.Small
Business, vol, 23 (March 1972). (Thenggatlstlcai base for the. average

is based on a survey conducted by the Accounting Corporation of America

in 1971. The survey covered 1,336 restaurants, 64 gift and novélty

shops, 75 variety stores, and 1 »395 ;grocery stores. ) R
) ' . ‘ . .

i * .7%Before Owner's Salarv.

-

. A significant number of female-owned firms, howéver, are in

[y hY
.research consulting and miscellaneous services, which are. likely to

~

provide‘services purchased by the Federal Government. 30 These firms

also are likely to have developéd some expertlse and cap1ta1 resources

and are, therefore, 11ke1y prospects for agencles seek1ng to 1ncrease

Tederal purchases from firms owned by women.

. . -
.,

A‘
;
e N

30. O0Over 50 percent of the-38 female-owned businesses part1c1pating

in the 8(a) program are concentrated in services industries. This may

be due, in part, to the type of firms acceptable for 8(a) participation.
Reta11 flgms are d1scouraged ‘unless a concession opportunity is ava11ab1e.

*
* .




.order to be successful Without these resources, firms are greatly

pRc

Aruitoxt provided by Eic:
»
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NN ‘ GOVERNMENT CONTRACIING,, e
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-

L

%Narketing 31. for government contracts rs a very competitive bus1ness,
and firms bidding for government;contracts %hould have adequate working
capital a competent marketing staff with a,thorough knowledge of Feder@l
contractin° practices, and knowledge of contract1ng opportunities in

> %

hampered in obta1n1ng Federal contracts~ Minority and female-owned flrms,
;41
as will be pointed@ out later in this report do.not have these resources .
according to minority and female entrepreneurs 1nterv1ewed by-the Com~ .,
# ‘

m1ss1on s staff. I .

.

In addition, Federdl contract1ng procedures and pract1ces also ;_“;__
represent -obstacles impeding both minorities and women from obtaining
ngernment contracts ‘Government contracting methods allow contractlng_n___h
off1cers cons1derable subJect1v1ty in select1ng firms w1th Whlchkto do
bus1ness Therefore, the att1tudes and’ willingness of these officers to
accept minority and female-owned firms as contractors are crucial “Factors
in their part1c1pation 1n government contracting The degree of repre-
sentation of m1nor1t1es and women in policymaking pos1tions in government .
contracting, 31milarly, may have a decisive 1nfluence,}n the selection Lo
process, R LA T ’ ‘ v
GOVERNMENT CONTRACTING PROCEDURES AND PRACTICES

%

There are three basic procedures for awarding Federal contracts,

BN

formal advertising with competitive biddLng, 2) negotiation W1th

.

31, :_"Marketing” refers to~ (l) familiarizing Federal technical repre-
sentatives and contractlng officers with the capabilities of the firm;

(2) learning as much as possible about contracting opportunities ;

offered by a particular agency, in general,. and- of imminentkcontracting
opportunities, in particular; and(Q} prepar1ng and Submitting bids or
proposals to Federal agencies as requested, ) CA

i

LIMITS COMMON TO MINORITX AND FEMALE-OWNED FIRMS' PARTICIPATION IN - R

— - Pl . 3

o
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E competlng flrms, -and (3) negotjation. w1thout competltlon (sole source)

- The - fo;mal advert1S1ng procedure_ con31sts of synOpélzlng proeure- —- **’;*"
— - 33 /
- ment needs in the Commerce Business Daily and’ 1ssu1ng 1nv1tat10ns to* /

-

bid. Interested firms then subm1t offers indicating -their’ pr1ce for
prov1d1ng the des1gnated supplies or serv1ces. The contract-is there-w
after awarded to!the loyest “respons1ve" ‘and “resnon sible" b1dder.1 The |,
determlnatlon of responsiveness ‘is made on the bas1s of the bidder's S N
furitten commltment to the terms and cond1t'ons of tiie 1nv1tat10n for blé

(IFB) This determlnatlon is made ent1re1y

A

ments subm1tted by the bidder. The determ1nat1‘

e bas1s of theydocu-

whether a b1dder 1s

“respons1b1e” is based on Judgments of the b1ddek%§ capab111ty and ’ L
" capacity o fu1f111 contractual ob11gat10ns. 34 Informatlon relatlng to !
{ this_determination can be. obtdined after the b1d opening. Contracts 1
" awarded on the basis of formal advert1s1ng are for'a flxedwprlce with

- . ¢ the contractor bearrng the risk of loss in the event of an error in e
‘?&h-‘“calculatlng costs, de1ays or hardships encountered in produc1ng the

. _T L T -

goods or prOV1dlng the services required by the contract. <o e

Services. Procurement Ac 1942 (ASPA), -10_U.S.C. 2301-2314;" 50 U.S, C.;
. 403 (c) (1970).; and the eral Property and Adm1n1stratlon Services Act
"7, of 1949 (FPASA), 41.UsS.C. 251-260 (1970). :ASPA governs the purchasing
' policies of the Department of Defense and the National Aeronautlcs and
Space Administration. 'FPASA governs the purchasing polic1es of 'all othér
?gencles. The Postal Service, which is an independent corporatlon pur=
- fsyant to the Postal Reorganization Act, P, Law 91-375, has its own . i !
. procutement-manual, issued Oct. 8, 1971 {,_ 4
33. Synopsizing is the process of publishing a descrlptlom rof the items .
: or‘services to be purchased and prov1d1ng information on biﬂ forms, due
, dates, and time and place of bid 0pen1ngs. The Commerce Biidiness Daily’
is- a Départment of Commerce publication that list iguitations to submit
. blds and proposals and n0t1ces of contract awards. “See 41 C,F.R, § : )
-1 1003-1; 32 C,F.R, 8.° . : . . S

3

34, See 41 C.F.R. 1-1.12. ;

L o-¥
32 "Two statutes contr@urchaung in the Federal sector. The Armed -

iY

e

€
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* The statutes. governing- Federal procurement requ1re formal adver~

‘tising, as it is considered to be the fairest and most economical means

3
of purcha31ng. 'Numerous exceptions are permitted > In those cases
4,

where an exception to formal advert1S1ng is perm1tted, contracts may be
awarded ‘through the competitively‘or noncompet1t1ve1y negotiated pro-
cedures., Though it is not!V1ewed favorably by .the General Accounting

Office, a substant1a1 portion of all Federal contracts is awarded

through negotiation procedures' 136 ' ‘

e \
“
4 .

Compet1t1ve1y negot1ated procurements are a1so synopsized in the.

Commerce Business Daily, in which the requests for proposals (RFP) are

described and’ due dates for responses stated. “In addition to the publi-

cation in Commerce Busﬂness Daily, agencies select firms to whom they

issue requests for pr0posa1s. Thé list of firms to receive RFP s may be
compiled from a number of sources, 1nc1uding agency bidders' lists,
commercial d1rector1es, anu suggestions fréom technical representatives,
.In competitively neootiated procurements cost estimates are submitted

‘with the proposals, but technical requ1rements may -be given greater-
consideration in the selection. process. -~ s ‘ s
o Contracts. cannot be negotiated unless.they fall w1th1n the excep-

tions permittecs by the Federal Property and Adm1nistrat1ve Services Act

or the Armed Seryices Procurement Act. Generally,.however, contracts

‘35 ThefFederal and Administrative Services Act permits.15 exceptions,
41 U S: C 525(c), while the Armed’ Services Procurement: Act permits 17, -

10:0.5.C. 2304(a).

s Y A

, 36% The Commission on Government Procurement reported that in FY 1972,
58. prercent of reported DOD military procurement doliars involved. sole
source contracts. Report on ‘Government Procurement, vol. 1, p.- 26

37. Technical Tepresentatives are the agency program’ off1c1a1s for whom

the goods or services are being purchased. Generally, 3 technical

representati-ve works in tandem with the contracting office. In negotiating -

Procurements. technical representatives evaluations of*prospective .

contractors will usually be decisive, .since. they are familiar with the
‘technical requirements of the work to: be performed

i
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for research and development are negot1ated while contracts for .
conStruction and materials and supp11es are purchased through fotmalIy- ‘ T
advert1sed procurements. - '

Sole source contracts -are negotiated w1thout any competition and
are Justified on the grounds that, in a g1ven s1tuat10n, there is no *‘
reasonable a1ternat1ve~but to seek an offer from®’a spec1fic firm ThLS" -

is usua11y because of"...urgency, 1ack of a reasonable competitive

source, standardization, or other factors cor This is particularly true 4g “

of DOD, NASA, and AEC, where.costly, highly technical items are frequently

needed. " 39 These three agencies accounted ‘for $43.2 billion-or. oveerO -l

percent 6f the $57 billidn 1n contracts -awarded by the Fedéral Government - :

in FY 1972, *° - , T A K (
SR - »

In negotiated contracts, considerable 1at1tude\1s’given contracting

officers and techmical representatLNes in se1ect1ng firms with which to

oxy

negotiate and in dec1d1ng whether a g1ven ‘firm is capable of performing

according to the terms of the .contract. - RFP' s usua11y state that con=

tracts- will be issued to the ''most advantageous offers_totthe_government —_—
pr1ce and other factors considered. f Contracting off1c1als must often

" rely on their Judgment in determining which offers are, advantageous to :
‘ the - governmenc and 1n deciding which firms are capab1e of performlng. . ‘:L’
Because of the con31derab1e latitude given these officials, particularly R
in se1ect1ng sole source contractgrs, the attitudes of contracting g

officers and technical representat1vesftoward m1nority and female-owned

firms are crucial factors in determining whether or not they are given .

serious consideration. ' L { ! : s .
38. See4lcFR 1-1.12, ' L o
39. Renort on_Government Procurement. vol. I, p. 26. ~ ~ . L

3

40. U, S., Office of Management and Budget, The U. S, Budget in Brief,
Fiscal Year 1973, append1x I. See also,.table 8, '"Budget Receipts and
‘andr Outlays. 1789-1972." For additional information see Report on Govern-

ment Procurement, vol.‘l, pi: 3. ,

: .
% .. 36 ’ . X ]
B . s .. H
1 . ° '




an

g e -

|
Lo

Attitudes of Federal Contracting Specialists ) -

Commlss1on 1nterv1ews were unsuccessful in securlng 1nformat10n

on ‘the att1tudes of contract1ng spec1a11sts toward female-owned firms,

Contractlng*speclallsts suggested that their total or near total lack . 4

of experlence in deallng with such flrms would not support generallzatlons

41

regardlng their character1st1cs. . S .

¢

Considerably less restraint was exercised in comments on minority

firms, Thé nature and intensity of remarks by several contracting

‘ SpeC1allStS aga1nst m1nor1ty flrms, generaBly, and socioeconomic pro-
grams left 11ttle doubt that the1r attltudes toward female-owned firms ‘

; ’m1ght be s1m11arly b1ased Statements made by several contract1ng

- P s ‘

offlcers 1nd1cate that they may not. exercise their discretion in favor

7

-

of m1nor1ty buslnesses in evaluat1ng the capabilities of prospective _
PR céntractorg; Since contractingzggglcers have a great deal of latitude
- in the fvaluatlon of bids snbmitted by. construction firms, -as well as in
the preaward surveys of manufachrlng firms, nonprofessional organlzatlons,
and service organlzatlons, their baises may surface at this point, 92‘
Regardless of the obJectlve qualifications of a firm, if the contract- ’
'_.Lng spec1allst belleves i't "to be 1ncapable, it w1ll not be accepted: as a
contractor. A few contractzng off1cer§, 1nterv1ewed by the Comm1ssion
staff, expressed a belief that minorlty firms are«1neff;c1ent . sloppy, -
lacking if business acumen and knowledge of government. processes, or aré

» . -

"just arlot of extra bother." When queried about an agency s efforts to ] :

.' ] - . :‘\:

£

o . ¢ 4L, Comments on attitudes towards minority and/or fethale~owned firms .
. were made in response to questions requesting an‘evaluation of the 3
s potential of these firms for government contracting and their views of
- problemsxmlnorlty and female-owned firm§ faced during contract adminis~
tration. TFor a deta11ed descrlptlon of the data collectlon methodology, N
.sée appendix A. : - hN L

\

» S . ~
42, Preaward Surveys are examinations of the.contractor s f1nanc1al :

s, records, managément systems, and .production facilities to etermine
whether a conttactor is capablg of performing in a timely manner. In
civilian agencles, the preaward survey is conducted byra team vonsisting

of contracting specialists’ and, occasionally, a technical reprasentative,
DOD surveys are conducted by the Defense Contract Adm1n1strat10n' ervices.

(oY
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- ass1st m1nor1ty flrms, one procurement officer confided Mp lot of ‘minoy N
r1ty firms are like leeches. hey don't want to*go out on their own and
do a little hard ‘work." He felt that, special programs to a1d m1nor1t1es
were tantamount to "government handouts Another contract1ng officer
' who was interviewed belleved thati'coddling" was needed when dealing ‘ .
with mxnority firmg, "It takes extrd time and care to deal with m1nor1ty

firms, and a contract1ng off1cer shouldn't have to be a counselor,” said

‘one officer, - g .

.o The negative and sometimes hostile att1tude\ of government contract-

ing specialists ate re1nforced by the belief that isocioeconomic" con~

FE

K siderations hamper the procuremena process. In a typical procurement,
*
A the contracting off1cer has to complete numerous’tasks before a cortract

is awarded -including: » syniopsizing the invitation fOEﬁbldS or request

for proposal; checking all bids for terms, conditions, and m1stakes,

calculat1ng prices and d1scounts, and conducting preaward surveys.

bk

-

A Federal procurementpofficers 1nvar1ably consider thé needs, of their o
agencies to be their*first obllgation "Getting the job done- cpmes i
first," they. say-. Spec1a1 efforts to aid, minorities and women may be

o important, but as one procurement off1c1a1 put it, “each social program ' o
denigrates the procurement programs.' 93 Since_ the primary vbjective is . }"

*~ to .find the lowest reSponsive and responsible bidder, or thg most’

7Y

:~ adVantageous offe1, the demands of seek1ng out~and utiliz1ng m1nor1ty

r female firms are regarded as counterproductive by many contracting

-

specialists 1nterV1ewed by Commission staff. s T .
\ ' Whatever the actual.extent of hOStlllty toward and mistrust of
minority or female-owned firms, minority and female entrepreneurs ber
ieve ‘that it 1is widespread., pf~the "125 entrepreneyrs interviewed, 44.8
P rcent felt that Federal contracting off1cers impose more stringent

criteria on minority and female businesses during the*b1dding and
' o
"2 . B . s -~
ﬁ’43 \ There are -39- socioeconomic programs 1mplemented through Federal
contracting programs. See, Report on Government Procurement, vdl I

table 1 ppo 114-150 * — .

o 44.: “Ibid. pp. 111-26. - .38

JAruitoxt Provided | .
» - -
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sglection/;rocess. They also cited strict ‘preaward surveyﬁprocedurFs .

and requirements of rigid compligncemwith“all’terms 1n the contract' as

express1ons of biases, wbiqh .they felt limit ‘their part1c1pat10n as

‘Federal contractors. ’ . *

Minorities. and Women' aS€Contract1ng Officers _

Data provided by the Civil Service Commission c1ear1y show that

.

minorities and women are poorly' represented in those . government contract-
ing pos1tions that' would permit them to influence policy Qecislohs and to
select’ contractors. Tahle 6 shows the numbeg and percentages of minority’

. and female contracting spec1a11sts in fiine Federal agencies. ; .0

. -
*

IABLE 6. THE NUMBER AND EERCENTAGES OF MINORITIES'AND WOMEN EMPLOYED AS
FEDERAL CONTRACTING SPECIALISTS IN NINE SELECTED AGENCIES (MAY 1973)

‘GS Minorities e Women B Mino¥{'ty Women*
Grades Total Number Percentage Number Percentage . Number .. Percentage
' B -

5-8 1,882 257 . 14,2 , 1,042 55.4 186 - 9.9

9 =12 9,416 . 751 7.9 _2,581 ) 274 367 3.9

13 =15 2,774 85 3.1 121 4.4 9 . 0.3
16 -18%% 20 - - - . -
Totals’ 14,092 1, 133 7.8, 3,74 - 26.6 © 562 - .3'379

* Minority women are also counted in the two other categories: Mino=- «,
rities andwyomen. 3. M ) )

» 2

¥* All ‘supergrad aré in’the Department of Defense.
grades N

Source: U.S;‘Civileervice Commissiopn's Bureau of Manpower Information
Systems, compiled afi the request of the U.S, Commission on Civil Rightd.
All data were class fied according to agency, sex, race, and grade and
reflect employment ps .of May_ 1973. The nine-agencies included were the,
Departments of De 7“se,,Transportation, Housing and-Urban Development
Labor; -Agriculturf; and Hedlth, Educaiion, ahd Welfare; the Veterans
Administration, Environmental Protection‘Agency, and the General Services
Administratigp For a more detai1ed uualysis of the data see appendix B.
FOEL ) .
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. 7 gross rece1pts, the1r Marketlng burdens are greater “than those of small

4 .
* v % R - -~ ’
53 - .

=t Federal contract1ng specialists are mostlv wh1te male tareer
offzeers.v No m1nor1t1es or women hoTd supergradés and they are poorlyﬁ
represented in grades 13 throu h 15. They are pr0port10nate1y better
represented in grades, 9 thxough 12, jbut even more o’ in grades ‘5 through

8. (For a more comprehens1ve analysis of these statistics by,race, sexy

~ . ®
¥ .

:grades, and agengies, see-appendlx B). ‘. ' . *

ES

MARKETING PROGRAMS A . : . T

‘ 'Slnce most m1nor1ty and female-owned firms have re1at1ve1y low

* but estab11shed, predominantly white, male firms. Measured by . thelr °
$mall share of Federal contracts,‘the marketing.’ programs’ “of m1nor1ty and
emale-owned b S1nesses, by and large, ‘have not been successful <
Contract'ng offlcerS4or rEpresentatlves of m1nority business develop- »
ment organlza 1on§ 1nterv1ewed by Commlsslon staff identified 10 problems ‘

likely to "hatper small new firms -s€eking government congracts. These

llmttatlons ere confirmed through 1ntérv1ews with m1nor1ty and female

entrepreneuts. 43 (See table 7.) = (. L.

Responses g1ven "most frequently by interV1ewees reflect defiC1enc1es .

for both mi or1t1es and ‘women in "three general areas: working cap1ta1
knowledge f future b1dding opportunities, -and preselectlon before the y

formal adv rt1sing process. Female interv1ewees‘1nd1cated that an .

: 1nadequate marketing staff is also a major problem for them, but generally

. they attr uted their marketing staff. problems to ;nsufflclent worklng

cap1ta1, ' .* _ _ ‘ '
i . . A N \ :

45, Thetproblem areas were identified by 30 government contracting )

offlcers ‘and representat1ves of minority business developmént organi-

»ations. Subsequently, 410 minority and female entrepreneurs in -

California, New York, Pennsyivania, Colorado, Washington, D.C., and ’

, Illinois, ‘selected *from’ lists -of minority and female-owried firms main=~

tained by SBA and OMBE were asked to indicate\the major obstacles to T

their obtalning government contracts. An additional 15 female entre=

preneurs were interv1ewed'by telephone bh a nationwide basis. .

-

.
r
Full Toxt Provided by ERIC . 1 AR .
.
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TABLE 7. TEN PROBLEMS ENCOUNTERED ~IN MARKETING FQR'FEDERAL CONTRACTS )
) 5 Entrepreneurs Identifying . ,
S . > . Factor as a Ma]or Obstacle
Nature of:ProElem ' . ' _Male Minority .~ Women ]
- . ’ : ~ . R Numb I t.:;y l )
Insufficient Working Capiial . 55? 33.5 41 Cs1T "
No Knowledge of Fufure Bidding IR S
. Opportunities  ° . 357, 41,6 v 24 58.5 7
Pre ection Before the Formal- 0L - & - ®
- Advertising Process 29 ',265i <13 ,- 31.7 . o
Inadequate Marketing Staff -~ 17 » 20, 2 - 13« - 31.7 . .
Overbiddlng l. ] ' 20 23.8. 4 9.7 .
‘Inadequate "Track Record” " C 12 14,2 6. +14.6
Bonding o 15 17.8> ° 0 "% 0.0 Y
Understanding Government . oo ‘ :
"Contracting Regulations . 14, 16.6 B 2.4
- Preparation of Bids and .~ ) L o X
Proposals  _ ., % 1r i3.0 .- .5 .- 12.1 ‘
Inadequate staff’ . . 7 0.8 4 9.7 5

LN - . . .

a Note-\ There were 84 minority males, 20 minority-women, QBa 21 non=-

»

minority women in the sample. For a comprehensive description of he . T
firms interviewed: see appendix A. -
Source- ‘Tabulated from data recorded by Commi831on staffo.

o . L N

The Availability of Working Capital R v ;;3 -

More than half of the entrepreneurs identified inslfficient working
capital as a JaJor obstacle “to their establishing effective marketing
programs amg obtaining government contracts. . .' T

w‘”Wprking capital in the, form of cred\t and retained earnings is | .
essential for the operation of any business. In,fact, credit provides 2 )
an increasing portion of the working capital for all businesses. The
percentaoe of coérporate financing provided by credit increased from

38 3 percent in 1959 to 57 7 pé’cent 1n 1969, The percentage of cor- ‘ '
porate financing provided‘by,retained earnings, on the other hand ’

decreased from 52.5 percent'to 34 9 percent during the sane period ﬁ‘

2 LY .
l.

ﬁ6. See U.Sx,'Cquncilsof Economic Advisers. Economic Report of the

President (1971), p. 286. - . _ ‘ .o
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Difficultles in obta1n1ng adequate working capital encountered by
minorities and women entrqpreneurs are more severe thad those of the1r &
white male counterparts. Th1s was documented for minority bus1nesses in
o a study funded by the Office of Economic Opportunlty ‘and the Department

.of Commerce. '47 Sex discrimination'in granting moftgage f1nanc1ng and ~
- *consumer credit has adso been well documented 48 From all'indications,,
”however; women .have even more difficulty 1n obtaining busineés loans.”
. Over ‘51 percent of the female entrepreneurs 1nterv1ewed by Commission

\waff 1nd1catei/inéuff1c1ent worklng capital as the1r major problem. Eorh

]

1nstance, 1974, SBA loaned 27,485 firms a total oﬁ nearly_ $2 b11110n,
¥ but female-owned firms, most of which are bélLeved to be small retail
. busrnesses, received 1,946 loans tota11ng $90 287 OQO. This amdunted to
/Z 6 percent 3;¢SBAJS total loans for that - flscal year.. 49 . S
N It is unlikely that a sagnlflcant number of minority and female

. entrepreneurs can acqulre the worklng capital they need for-business
" .operations and expan81on through*earnlngs or investments. Therefore,
commerciai credit is vital to minority and female business d/ye%oﬁment. / -

o o

Y

) ) n L1m1ts 0f Federal Loan Pragrams. Federal loan programs for m1nor1ty

onl, firms havq been directed more toward retail and service-oriented busi=

nesses than‘toward those hav1ng a high probabillty of obtainihg Federal *

contracts, Only 15 out of 433 m1nor1ty small business loan rec1p1ents
&

47, See repbrt'of “the Pres1dent s Advisory Counc11 on Minority Business
Enterprise, Minority Enterprise and Expanded Ownership, Blueprint for th

. 70s (1971) appendix B, p. 39. The study, which surveyed minority manu- /
Facturers, revealed that only 38.2 percent had established lines of credit
with banks and obtaining credit was a problem encountered by 48.3 percent

. of such Jfirms. o /
48, *izzzbgks., Commission on Civil nghts,‘Mortgage Money ! “Who Gets/it?,
(

(1974 einafter cited as Mortgage Money: . Who Gets 1t?);¢Nationgl
Comm2 oh on Consumer Finance, Hearings on.Sex Discrimination )
(Washington, D, C., May 22-24, 1972) (heredfter cited as Hearings on Sex
Disc..mination); and U.S., Cougress, Joifit Econoriic Committee, The’
Economic Problems of Women, 23rd Cong., 1st Sess., 1973 (hereafter cited
as EconomlcfProblems of Women, 1973). -

49 SBA's tabulation of "Loans to Women" provided to the Commigsion: by J
the Reports Management D1V1s1on of SBA.

”
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surveyed by the General Accounting Office were government contractors
and more than half of the recipients were retail or wholesale busi-
) nesses. 50 ' ’ P oo
) The potentia1 effect1veness of government loan programs for minority
businesses also is hampered by SEA" s tendency to 1end much less than is {
needed. For example, the average small business loan to minority firms :
inFY 1973 Yas $11,322, > -

minority firms was on1y 85, '000 for the same year, 52 Yet the probable

and SBA's average equal 0pportun1ty loan to .

! failure raté for firms receivmng loans of 1e8s _than §25, 000 is approxa- ’ .
mately 65 percent according to the: General Accountlng Office. 'There-
fore, even after receiving S3A loans, m1nor1ty entrepreneurs may not 1
have sufficient working capital to surv1ve, much Tess conduct vigorous

marketlng programs. - . .

Information on Contracting Opportunities. Many minority and female

entrepreneurs 1nd1cated that they do not rece1ve adequate 1nformation to

submit timely, respons1ve bids. Forty-one percent of the. 84 m1nor1ty
mabes and 58.5 percent of the 41 females 1nterv1ewed by the Commission

4 stated that they 1acked knowledge of future bidding® 0pportunit1es.

.. 20. U, S., Comptroller Genera1 Report..to the Congress' Limited Success
. s of Fedérally Financed ‘Minority Businesses in Three Ci‘ies, B~149685,
SBA-OMBE (1973). (Hereaftér cited as Limited Success of Federally Financed
M1nority Businesses,) . .

~

51. Small business loans are authorlzed by the Small Business. Act of .

1953 as amended (15 U.S.C. 8 636, 72 Stat. 387). Dur1ng FY 1973, minority

firms received' 3,285 .1oans tota11ng $200.9 million. '(See Limited Success. - -
,*wnof Federally Financed Minority Bus1ness, p. 7.) ) . :

752, Equal 0pportun1ty loans are authorized by the, Equal Opportunity Act

. -of 1964 a8 amended in 1967 (42 U.s.c. § 2901, 78 Stat. 526), and admin-
. istered by SBA. These loans_assist bus1nesses owned by low~income .

' applicants or businesses Tocated in areas of high unemployment. Loans,
’ cannot exceed $50,000. Mirority firms received 5,557 equal opportunity
loans totaling $110 milliori in FY 1973. (See Limited Success of Federally
Financed M1nor1ty Businesseg, p. 11). . - .
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Federaltagencles rely oon thE‘Commerce Business Daily and agency

sy

bldders llsts as the ch1ef and, in most cases, exc1us1ve means of ’

publlclzing the1r compet1t1ve procurement needs. However many m1nority |

. and femdle entrepreneurs interviéwed were not familiar with the Commerce A
LA tA

Bus1ness Daily and those who subscrlbed to it 1nd1cated at they did -1

not find it partlcularly helpful The bidders' lists are: used/to s011c1t

tids or proposals .on competltlvely negotiated contracts from a llmrted
% &8 .
number of flrms that.have submitted their quallflcatlons. Each agercy -

‘between agencies. *’ oo ’

~
- » -

If minority and female Ffirms reViewed the Commerce Bus1ness Sallx A\

\
\
!
!
{
ma1nta1nsxats own 11st and there is little exchange of 1nformatlon l : y
%
|
and submittedvqualification statements to Federal agencies, they would \

still not have access to all contracting opportunities, since a 1arge \
portion of Federal procurement needs are met through sole source contracts :
53 B y N

¥

without compet1t1ve bldgl

\\ Sole source contrac ing opportunities are not advert1sed in the ‘ \\

Commerce Business Dallea d no notice is given to other qualified firms \\

-on agency bidders' lists. \Moreover, contracting ‘officers and teéhnlcal\‘
reépresentatives tend to seléct familiar, established, and experienced

firms, thus exc1ud1ng most minority and female-owned bus1nesses from

. sole source contracts. The firms that are most successful in obta1n1ng

" are not as adequately informed. v -

Q

ERIC,

B 11701 Provided by ERic:

government contracts have fu11-t1me government representatlves to seek

bidding opp rtunities. Firms that cannot afford ''government watchers .
\ ) .

.\\ 2

-

53. Accord1ng to 1nformation supplied to ‘the Commission by GSA -over 50
percent of ﬂts FY 1973. procurements were through sole source contracts,
and the Government Procurement Commission estimated that 58.6 percent of
DOD's FY 1972 procurements were by sole source, Report on Government
Procurement, vol. 1, p. 26. : ' |
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Preselection Before Formal Advertising. Even when procurement.

needs aré formally advertised .and competitively negotiated many -
minority and female entrepreneurs believe’ that contractors are often
selected before the procurements are advertised. Approximately 26,1
percent of the minority males and 31~7 percent of the women interviewed
by Commiss10n staff stated”a belief that contractors are selected be*

.~

fore the contracts are formaliy advertised (See table 7. )

No specific cases to support such ahgegations were brought to the
attention of Commission .staff. 1In facf, it is virtually impossible to
extend preferred treatment to selected fixms in formal advertising, as_
the contracts’ are awarded.to the lowest responsive. and responsible
bidders. When queried closely on this point, entrepreneurs usually

N referred to the~evaluation of proposals that are submitted in negotiated
procdrements as opposed to formal advertisine. And in'ﬁost cases thev

_ were referring to preferences~being given by \the* technical representatives
who, according to interviewees, may give adva ce~information to favored
"firm$ or may requést -that contracting officers 1imit the time given-
firms to respond to the IFB., Here again, no specific cases to support
their aflegations were brought to the attention of Commission staff. a

In concluSion, the capacity of minority and female~oyned firms to

_ take advantage of the market provided by Federal contracting is limited

?by a combination of ‘factors, inclading the nature of Federal purtchases.
and the industrial distribution of minority and female-owned firms.
Procurement procedures and contracting officers' attitudes.as well as .

operating problems of disadvantaged firms reinforce those basic obstacles.

¥ @ !

!
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. - - ) Chapfer 4 ) .
THE COORDINATION OF SPECIAL FEDERAL CONTRACTING PROGRAMS AND THE PARTI-
‘ CIPATION OF WOMEN "

AN

THE’COORDINATION OF SPECTAL FEDERAL CONTRACTING . PROGRAMS

Three Executive orders directed the implementation of the Minority

>

R . . . .
. Enterprise Program, which includes SBA's 8(a) subcontracting program,’

the minority-stu contracting program, and the Buy Indian Program,
. \ .

e Order 11458 directed the Secretary of Commerce to mobilize and

//’/Ex

A coordinate activities '"which affect or may contribute to the establish~ -
’ ment, preservation, and strengthening of minority business enterprise.”
The order authorized the establishment of the Office of Minority Business

Enterprise (OMBE) in the Department of Commerce to oversee and coordinate

T

" the program. ‘ ) ’ e

s T ~ « P
54. Information provided by SB.. indicates that the -section 8(a) program,
authorizing the Administrator of 3BA t&*conttact with Federal agencies
and subcontract with small busiuesses ‘to deliver the requiﬁements’pﬁ the -
contract (15 U.S.C. 637(a)), lzy dormant until 1967.. It-'was then included
as an additional mechanism in the program of the Johrison admiunistration to
deal with hard-core unemploymerit. The transformation of the 8(a) program
to a. business assistance program resulted from the impetus of the Nixor

. administration's Minority Enterp;ise.Pfogram. Donald ‘W. Farrell,

~ °  Associate General Counsel, SBA, letter to" James B: McDaniel, U:S. Com-
mission on Civil Rights, Feb. 7, 1973. #

55. Other special contracting programs that arednot §bécif{ga11y pﬁrt
v of Ehg,Minority‘Entenprise Program include the small business ‘set aside
* authorized by the-Federal prdcurement regulations, 41 C.F.R, Sec. 1-1.702

(b) and the labor suiplus set-aside contracts, 29 C.F.R. sec. 8.

The small business ﬁ;ogrqm directs Federal agencies to set aside all or

portions of certain contracts and restricts competition to small ‘busi-

. ness corcerns as. defined by the procurement regulations. Since minority
t and female-owned businesses must compete with small but experienced, )

-white male firms, the small business set-aside program has provided

minimal assistance to the Minority Enterprise Program.

A8
The~labor surplus regulation directs Federal agencies to negotiate por-

. tions of gontracts‘With firms_located in areas of concentrated unemploy-
ment. Since these include all areas with unemployment of 6 percent of more,
areas that qualify for public service employment, and Indian reservations
most areas with large concentrations of minofiyy businesses have been
classified, as areas of concentrated unemployment. The program, however,

has not béen widelysused to aid small busiﬂeﬂséé.in general.

56. Executive Order 11458 (Mar. 5, 1969), 3 C.F.R. 779.
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ERIC

Aruitoxt provided by Eic:

o »

The Interagency Committeé on Minority Enterprise .;f'zg,

5 .
o~ s
T 1 . ~

The Interagency ‘Committee on Minority"Enterprise is composed of

subcabinet-level officials from each Federal agency.-- It has created*

five task fofbes to examine different aspects of minorlty business ;;.//

r » &

&

./‘L
development/. The most 1mportant 1s the Interagency Task Force onw -

Governmen Procurement, which' is made up of proturement officials an

8(a) program officers of majcr Federal agencles and’ is cha1red by - the ;‘

. .- - -

Commissioner of GSA'S Federal Snpply Services.:

\ ‘u

Theftask force on proéuremen2 is respons1b1e for dévéloping p011c1es

. to expand Federal eontractlng Opportunltleswfor minority firms w1th1n

‘the full scope of the M1nor1ty Entefprise Program It regularly reviews

procurement regulatlons ‘and _special contracting programs and serves asaa
coord1nator and a forum for the exchange of information among .government

off1c1a1s concerned w1th minority procurement activity., The task force

R .

also has™ developed.mlnorlty subcontractlng regulations.

Office of Minority Busineés«Enterprlse .

* "OMBE is the ch1ef coord1nator for the Minority Enterprlse Program.
Its respongibilities 1nc;ude' (1) coord1nat1ng Federal.procurement with
m1nority firms, (2) promotlng mobilization of State and loca1 resources
forialdlng m1nor1ty enterprlse,h(3) serv1ng‘as a data collectlon ‘center
and an information bureau, and (4) fundlng organlzatlons to provide
tra1ning and techn1ca1 ass1stance for m1nor1ty entrepreneurs and con-
ductlng spec1a1 p110t demonstratlon prOJects.f7 ,

In order to’carry out its respon31b111t1es OYBE is authorlzed to:

.- L

1

(1) develop‘comprehens1ve plans and specific program goals for the
Minority Enterprlse Program; (2) review and coord1nate,Fede?a1 traihing
and technical assistance programs de§igned to.aid yinorityrhusinesses}g
(3) advise Federal officials,‘private sector representatives, and State
and 1oca11§overnment representatives on how to comply w1th program.

regulations; ' (4) provide the 1mpetus and organlzational ermework for

JOlnt Federal undertaklngsﬁ and, (5) recommend 1eg1s1at1ve and executive

.

57.  Executive Order 11458 (Mar. 5, 1969), 3.C.F. R. 779, as .amended by |,
Executive Order 11625 (Oct, 13, 1971), 3 C. F R,- 779.",

~
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_The Pre81dent has directed other Federal agencies to c00perate

. “actions.
o W1th the Secretary of Commerce in the performance of these functions.
T . "OMBE' s maJor respons1b111ty with respect to Sp80181 contracting
ﬂprograms is to fund organizations that,will provide technical assistance

\to part1c1pat1ng firms. In line with this responsibility, OMBE has

) funded 150 business development centers, minority trade associations
(Such’as the M1nor1ty Manufacturers and Contractors Assoclations), and 13
State OMBE s 59
however, - QMBE-funded programs have not p1aced part1cu1ar emphas1s on

with an annua1 budget of $65 m11110n. 0 In the past,

deve10p1ng procurement 0pportun1t1es or ass1st1ng government contragtors
:but have tended to prOV1de more he1p to firms seeking financial as31stance
(. i»’

. with 10ca1 banks. Lately, .these programshhave begun to p1ace more emphasis

‘by aiding them in the preparation of loan app11cat10ns and, negot1at10ns

.on marketing aSS1stance.

- ‘The Small Business Administration
' Executive Order 11518 directed SBA to "part1cu1ar}y consjider the

=
)

needs and interests of m1nor1ty-owned small bus1ness concerns and of
members of m1nor1ty groups seeking entry into- the'business community"

. in its programs and dealings with other agencies of the Federal Govern~

H . 5

ment. 6¥ .
In carrying out this respon31b111ty, SBA administers the 8(a) sub-

contracting program and assumes a maJor role in providing financial
assistance ‘through its small bus1ness and equal Opportunity loan pro-

2 SBA's role in the administration of the 8(a) program is dis- -

grams.
" assed at length in chapter 5. , ’
. ‘: § - lf
58. Thid, - s , ‘ :
59, - State OMBE s have been funded in California, Delaware, 1111n01s, A
Kentucky, Massachusetts, Michigan, New York, Ohio, South Car011na,{
‘Tennesse,“Iexas, and VirgInia. ; 2w %’

60. See Budget of the/ United States’ Government, FY 1975, Appendix,
. p. 240. } 7
61. Executive Order 11518 (Mar, 21 1970), 3 C F R. 907.
62. See footnotes 51}and 52 for a discussion of the sma11 business and
equal opportun1ty loafll\rogrAmsU S 48 .
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* +Order 11625 (Oct. 13 1971). ¢

2
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THEsPARTICIBATION OF WOMEN IN SPECIAL,COVTRACTING PROGRAMS

Female owned firms, as previously 1nd1cated have extremely 11m1ted
access to- Federal contracting opportunities. There are no -by s1ness

development programs for nonminority women, a1though e11g1b;11ty to

part1c1pate in the special contracting Jprograms, which are,directed X

-~

toward minority bus1ness deve10pment, is being debated between women's
action‘groups and SBA. . - .

‘ " The nat10na1 policy and the special contract1ng programs are directed
toward mingrity business development. However, the’ 1anguage defining
eligibility'(or target groups) is not restricted to minority groups and,
suggests ‘that others, in fact, may be eligible for spec1a1 programs.

Both the Small Business Administration and the Office of Minority
Bus1ness Entorprise use the term "socially ox econom1ca11y disadvantagedf
ito describe the.class of persons to whom the spec1a1 programs are
directed 63 The 1anguage suggests. that m1nor1ty persons are presump- R

tively eligible for participation, hut that the: programs are not re-

‘ str1cted to minorities. .-SBA officials maintain that each case is

determined on its merits, while, in pract1ce, m1nor1ty entrepreneurs are

L]
3 ~ »

e - .i . .

presumed to.be_ eligible.

I

63, SBA states that social or economic disadvantage '"may arise from

3'cu1tura1, social, chronic economic -circumstances or background, or other
*similar cause. Such persons 1nc1ude, but are not 11mited to, Black

Americans, American Indians, Spanish Americans, Oriental Americans, -
Eskimos, and-Aleuts, Vietnam-era service in the Armed Forces may be a,
contributing factor in establishing social or economic disadvantage.
13 C.F.R. 124.8(c) (1). ?

v

Sim11ar1y, the Executive order authorizing the Minority;Enterprise Program
defines a minority business enterprise Aas 'a business enterprise that is
owned or controlled by one or more,socially or economically disadvantaged
persons. Such disadvantage may arises from cultural, racial, chronic
economic circumsgtances or background, or other similar cause. Such
persons include, but are not limited to, Negroés;-Puerto Ricans, Spanish
speaking Americans, American Indians, Eskimos, and Aleuts." Executive

3 ! 4

i
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“Firmg ‘owned, by minority women are eligible for participation in the

special céntracting programs on the same basis as firms owvned by minority

% " men, but the;; participation has been limited. -Although SBA does not ‘

| classify‘its listed firms by thé -owner's sex, the Commission 1dentif1ed
.38 female-owned firms in the 8(a) program (8 of which had received
contractsb, inc1ud1ng 3 firms. owned by Indian women that are also eligible
for/ the Buy 'Indian program Only one of the firms vas owned by a white
femalef )The limited participation of minority-female-owned firms may be
attributed to several factors, including the limited number of identi-

" fiable minorityffemale-owned firms and the apparent concentration of

female-owned firms in industries with little or no potential for govern-~

Though women as a class have been the v1ct1ms of economic discrimi~
nation, particularly in -employment and access. to credit, 64 the special
contracting programs are not readily available to nonminority women. As
of the end of FY 1972,. only one whité woman had been apbroved for the 8(a)
program (after demonstrating a.physical disability); the rest of the
* female participants were minority women who had been approved because,

- they were minorities " S 0 ?5‘ ) B
The policy that white women, as a group, are not deemed eligible

for” participation in the 8(a) .pregram is an administrative policy, not

dictated by statute. Since the U.S. Court of Appeals for the Fifth

Circuit has . uyheld SEA's broad discretion to determine the nature and

_.scope of the 8(a) program and define the class of businesses eligible
to. participate, - 65 it is within the discretion of the Administrator of

A

" 64. Economic discrimination against women. “in employment and credit has
been documented. See Hearings on Sex Discrimination; Economic Problems
..of. Women, 1973; and Mortgage Monez; Who'Gets It? See algo Herbert Stein,
"Women's Second Economic Revolution," Ladies Home Journal, October 1972,
_p. 28, and generally chapter 4 of U,S., Council of Economic Advisors,
Economic Report of the President (1973) ‘ )

"65. Ray Baille Trash Hauling, Inc. v. Kleppe, 477 F2d 696 (5th cir.,
1973) Cert. denied: Feb 19, 1974, 415 U.S. 914, . . )

]
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SBA to ‘decide whether women as.a group are "soc1ally or economically N

g disadvantaged" for the purpose of participating in the 8(a)_program.
Despite the recent enactment of anti-sex~-discrimination leg1slation T
as an amendment to the Small Business Act,GGSBA's position is that women
‘as a group are not eligible though individdal women. may be. 67SBA off1cials

assert that aSS1st1ng the development of female-owned businesses is not the

current national policy., - °* . N
‘ Since neither SBA nor OMBE policy includes nonmlnority women, “as

a group, 1n their programs (OMBE programs. are specif1cally directed

towards minorities) and thé remainder of Part I of this report deals

with operating procedures and effectiveness of the Federal spécial

,‘contracting programs for m1norities, female=-owned firms will be mentioned

infrequently throughout the. rest of this part.

b < . M 3

¢ 66, “15 U, S C § 633(b) et seq. The Small Business Act as amended by N

K ‘P. Law 93-237 (1273) prohib1ts digcrimination on the ‘basis of race and

sex in the granting of loans*

-~

" 67. See: testimony by SBA Administrator Thomas Kleppe, in U.S., Congress,
Housé of Representatives, Permanent Select Committee on Small Business,

N Subcommittee on Minority Small Business Enterprise and Franchising,

Hearings, Govermment Minority Enterprise Programs--Fiscal Year 1974, 93rd
= Cong. ‘lst sess., 1973, Jol. I, p. 16. (Hereafter cited as Government
Minority Enterprise" Programs--FY 1974) ' .

2
”
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'69. 15 U,5.C. 637(a).
" 70. 13 C.F.R. 124.8. 5
*71. Donald W. Farrell, Associate General Counsel” SBA,letter to James B.

“ o v -
A ) R R R -
A N s
. a a N ~ & - -
: \ \ i
" Chapter 5'

2 THE 8(a) SUBCONTRAcr}NG PROGRAM

The 8(a) program is the ‘largest Federal contracting program for

inority business, subcontracting an estimated $153 million in procure-

: 68
me t in FY,l972 "SBA., which is authorized by section 8(a) of the
Smal Business Act pf 1953 69 to contract with Federal agencies to.

-

provide goods and- sLEVices, in turn ‘subcontracts with small businesses
'socially or economically disadvantaged" pérsons. 70 The

‘ehind the program is that SBA will provide technical and

rationale

' managerial assistance that, along with noncompetitive contracting, will '

aid‘these firms in developing the skills‘necessary to compete success-
fully in.both th public -and private sectors. Thus, it was envisioned
as a business trai ing as‘well as a procurement ‘program.

The SBA has re orted that the section 8(a) contracting authority

,lay dormant until late 1967 when it was partially implemented as a
demonstration project by the Johhson administration to deal with hard-

\

core unemployment. 1 The, transformation of 8(a) from a demonstration

v

project to an ongoing program in l§70 came with the~impetus of President p

Nixon ] establishment of the Minority Enterprise Program. Its implemen-

, tation was based on a’ legal réview undertaken by ‘the General“Counsel of -

: 3
GSA for the Interagency Task Force on Government Procurement, which

concluded that section 8(a) was "the only satisfactory legal authority

' M

L e . , - . . N

f{rms had increased to $272.1

68. Contracts awarded to 8(a)-approve:
million in"FY 1974.

McDaniel, U.S. Commission on Civil Rights, Febu 7 1973 L

-
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. upon which to base a continuing government-wide program designed "to give
minority business a preference in procurement, n 72 -

) ' The 8(a) program provides one of the few mechanisms through which *

= Federal proCurement activigies are éoordinated and-monitored. it is

: conducted Jointly ‘by SBA and all procurement offices in .the Federal
Government, with SBA contract1ng with the Federal agencies and, in turn,

subcontracting with 8(a)-approved firms, . Simp1y stated, Federal agencies

provide the contracts and SBA provides the contractors and awards the
contracts., The respons1b11ity for administer1ng thesg contracts is
deIEgated by SEA®to the appropriate agencies. However, SBA maintains

.contact with -8(a). contractors as a result of the1r continued partici-

‘w.pation in the program. - ) L. o P - *
LT The responsibilities of SBA and agency program officials include:

-

e (1) approva1 by SBA of firms eligible for participation; (2) selection .

by an agenqy of proourements for®possible putchase through .the 8(a)
program, (3) the matchiby SBA” of a contract to an. approved contractor;

(4) negotiation and awird by SJA of .an 8(a) subcontract (5) negotiation ',
of a contract between SBA and a Federal agency, (6) negotiation andLaward F
by SBA of an 8(&) subcontract D) administration by the angcy or its <
agent of .the 8(a) contract' (8) provision by SBA and OMBE of financial
technical, and management assistance; (9) continiing review‘by_SBA~of .
'the‘progress of fhe 8(a)‘contractor' and (10) completion or terr® ‘ation *
of the contractor's participation in the program according to SBA' S

operating procedures, . . ..

s p0) N .
- -
. ¥
Y-
* * . -

72, Hart T Mankin General Counsel, GSA, memorandum to Robert L.
Kunzig, Adminmstrator, ‘GSA (Chairman of the Tagk Force), Dec. 3, 1969,
p. 3. -
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. .GOALS AND OBJECTIVES OF THE 8(a),PROGRAM L -

e

The bas1c goal of the 8(a), program'as stated in the controlling
' SBA regulation is: ",..to .assist small business concerns awned and

controlled by socially or economically disadvantaged @erﬁéng to- achieve .

ST a compet1tive pesition in the market place.” ‘ However,*SBA’has

difficulty both in defining competitive status (or“"V1abi11ty" as it‘is .

;«

// often called) and in. gtating realistic criteria that can serve;as a o
i -

. l: guide for SBA field personnel working with 8(a) contractors.
When queried about program goa1s ‘and obJectives, SBA officia%s w. !

responded in terms of a dollar volume of 8(a) contracts .to be awarded B
For example, the FY 1975 goal is $290 million "to be matched with agency . N

>

No mentton was |

procurement “needs. - nade of such obJectives as develop-

ing. bidding and negotiat1ng skills 0 the part1c1pants, despite theh .

: importance of these factors in deve10p1ng the competitive status of the- .
e firms, concerned . ’ '?Q . | Y%
SBA has not prov1ded a clear explanation of the obstacles to
S ach1eving competitive status, noxr could SBA officials 1dentify a sequence

Iy of objectives that may lead firms to such statuss The formulation of |

‘ obJectiveswfor*the program is 1eft to regional personnel in developing .
«+°  business plans for ind1vidual firms, testulting in uneven admin1stration
o of the program from region to region.’ . R

" PROGRAM ORGANIZATION AND STAFF RESOURCES:
<Responsibility for administration and coordination-of the 8(a)

rogram rests with SBA's Office of BUSiness ‘Developmént (OBD), under the
ASSociate Administrator for‘Procurement and Management Assistance. SBA
"+ also ha¢ an Assqciate Admihistrator for MinorityrEnterprise whose staff .
N .

had L

4

LY

'73., 13 C.F.R. 124.8-(b), " . . _

7. SBA'S FY 1975_.goals were sdubmitted to the Interagency Committee
at a meéting held July 8, 1974 Goals-for previous years had included
the number of contrscts and the number of firms to receive those

contractss ] o
. \ . ‘ . ) ) .

-
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uneven stafflng d1str1bution in the f1eld ‘offices, For example as of

‘ quently s 1t borrows staff from other 'SBA programs. In some.regiouns, . .
4

-to John A. Buggs, Staff Director, U.S. Commission on Civil Rights,

1s respons1ble for monitoring all SBA s,loan programs for the partici-
pation of m1norities.. Minority enterprlse specialists are only peri- C e
pherally 1nvolved in 8(a) program operations, 2 . .

P
L

SBA has con31stently maintained that 0BD's staff of 126 p051t10ns -
is not adequate to review all agency conrracting for potential awards,
process new applicants, and -administer the approximdtely 2 ,000" contracts.,

The Administrator of SBA has dramatically stated his need for more staff, - .

”‘_asserting before the Permanent Select Committee on Small Business that

the 8(a) program is a "people-eater" and~a "drain on permanént people.7 .
4 -Initially, adminlstration of the program was centralized but now

it is operated largely througﬁ’regional and d1str1ct offices. Twenty-s1J

of the 126 QBD staff members are 1n the central office, 84 _in 10 regiona

offices, and 16 are ass1gned to 16 of the 64 district offlces. 76‘¢i

Approximately 60 new pos1tions were requésted for OBD in. FY, 1975. They

!

are needed to 11ghten the workload of ‘the current Staff and correct an

‘February 28/¥l973 two staff-members were ass1gned to Région VIII (Denver)

7 . -

‘ and 14 to Region IV (Atlanta) L . . ' e

-

- The administrafive requirements of the program _simply overwhelm

thequrrent staff; and, although coordination of resources and sQeady L .

-

monitoring are vital toa business deVelopment program 0BD has been s

unable to perform those functions with 1ts limited personnel. Conse-

peréonnel from other programs--such as minority enterprise specialists a,
i : o/

I

LIRVEN

75. Government Minority Enter)rnise Progfams-- FY 1974, p. 12
76. 1Ibid, pp. 204-08.. Although.there were 64 district offices as of

“FY 1974, only 16 ‘had been assigned an, QBD staff representative, " ..

77. Michael W. Gaupin, Assistant to’ the Administrator, SBA, ih a letter

.

Nov. ‘22, 1974 (hereafter citéd as Gaupin Letter), noted: "The ‘ethnic

m1nority population of the south®¥n region of the United States is greater i

than that, of the Rocky Mountain area hence the disparity in assignment of

8(a) personnel'for”these regions " . - Cy -, . .
1! - . . .
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~tat1ves report -to the Washington Office of Procurement Ass1stancé, not to

industries, or minority business deveiopment. . .

78
and procurement center representatives,
their time to the 8(a) program, 79 This 11m1ts the ab111ty of OBD to

control program act1V1t1eS, since.. the minority enterpr1se representatives

report to- regional office directors and the procurement center represen—

P

OBD. S o : | \*)

Although the 8(a) program focuses pr1mar11y on m1nor1t1es, ‘there
‘are few minorities on the OBD staff. According to’SBA offic1a1s, as of
June 30, 1974, there were only 10 m1nor1tie§ (5 males and 5 females) on

OBD's 126-member professional staff. There were also only six white
80 :

females.” ) - ; »

‘ Moreover, agency contract1ng offic¢ials and 8(a) contractors
1néerviewed by Commission staff complained that their experiences with
SBA led them to Believe'that most OBD staff members 1ack technical
expertise, with the exception of someoretired m111tary officers in
"second career' jobs. One regional ‘sma l/h/siness spécialist stated
that effor&s in FY-1972 to reduce agency-wide C1V11 service grade, 1evels
resulted in an increase 1n the number of entry-level trainees with

virtually no experience in procurement the technicyl aspects of various

Personnel oneloan;from other SBA offices, however, do provide some
technical expertise for the 8(a) program, The minority enterprise

representatives, for eximple, have developed experience in construction,

[
¢

AP B ' ;

78. Procurement center represéntabxves are specialists assigned to
Federal agencies by SBA to assist these agencies in z2lecting contracts
to be set as1de for small businésses< i . f~ -

i1

76. Interviews'with SBA field officials, ~ . . 'j

80, Government Minority Enterprise Programs-—FY'1974 pp. 9-}0; and
Winford.-Smith, Director, Office of Buszness Development SBA/ interview, -

July 10, 1974.

4
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: e
and the procurement center representatives ar//knowledgeable in review-\
81 - -

-

ing’ the contracting process,
On the other hand, using staff from’ other SBA programs tends to,
generate exaggerated cr1t1clsm from borro'ed staff who complain that .

|

the 8(a) program requ1res a d1sprop0rt10nate amount of the1r‘t1me. For !
e?ample wh11e one procurement center representative comp1a1ned that the
8(a) program took 80 percent of his time, regional officials sa1d~that

-~

30 percent would be a high est1mate. The proturement center represen-~
tat1ves 1nterv1ewed by the Commission c1ear1y prefer to work for the ¢
small bus1ness program rather than 8(a) because firms in the 8(a) program
requlre more-assistance., In fact, somé view the 8(a) program as harmful

to\the\\\xdl business set-aS1de program because-.it attempts to develop

new compet1tors*for~estab$1shed sma11 businesses.

They believe that

v

the 8(a) program is merely sub51d1zlng the creatfon oﬁwn

class of privi-

accord1ng to statements made during interviews with

©

gf.J~a-~—“1eged competitors,

the Commission. = One - ‘senior SBA off}clal stated that many of the white o

bu51ness development specia 1sts resent seeing m1nority businésses being
awarded what they consider large contracts, especially for minority firms,
Court suits cha11eng1ng SBA' s author1ty to operate the 8(d) program as

axmlnorlty enterprlse program¥tend to re1nforce the tendencies of such 82

of£1c1a1s to operate the prog am conservatlvely to ‘avoid further suits,

l
1

SBA attempts to limit 8(a) contract1ng opportunities to new procure-
3
This

i
'8
merit needs to avoid compet1t10 between its neh‘and old clients.

pract1ce not only limits the 8(a) program but a1so fails to resolve the

Teal conflict posed by.SBA's dua\ commftment

¥

81

SBA has 47 procurement center re resentat1ves, some at Federal

1nsta11ations and others who cover t

ritories from regional or district

£

*offices.

Many review procurement
' .the small business set-aside prog

82. In Ray Baille Trash Hauling,
1973), cert. denied Feb, 19,’ 1974,
S - authority to- give preference to th

taged as, xong as that group was n
See 13 C.F.R. 124.8-2(b).

83,

pr?cesses for both the 8(a) program and

nc. , v. Kleppe 477 F2d 696 (5th Cir.,

%15 U.S, 914; the court affirmed SBA's
F socially and economically disadvan-
ot restricted to racial minorities.

.-




- . amounting to more than $153million in FY 1972.

agency awarded 401 8(a) contracts in FY 1972 an

41 . i

t

SIZE AND TYPE OF 8(a) CONTRACT AWARDS B

h the 8(a) program héve increaséd from
#5 million in FY 1968 to 1,720 contracts
84 (See table.8.)

=

Contracts awarded throug

8 contracts-t&taling ﬁéarly/$IO

ts account fox afgmjor portion of all Federal contracts‘.

These 8(a).contrac
Yet, they represented but a minute fraction,

awarded to minority firms.
aboyt 0;23 percént, of the total Federal procurement of $57.5 billion

1n/Fy 1972:.5 ~ o N S

- Accérding to a .case study éf the General Services Administggtioﬁ,

one of the most committed and active agencies in the 8(a) program,, the

d 415 in FY 1973. In

FY's 1972 and 1973, respectively, 75 and 72 percent of the contracts
were for less than $50,000, and only 16 and 15 percent of the contracts
in FY's 1972 and 1973, respectively, were over $100,000 (see appendix

*
[

C, table 28). ) .
The $153 million in 8(a) contracts for FY 1972 includes an ésti-

matied $10 million that is~prqjeéted gross receipts o
86 5apd the es;imatéd.order on ''requirements

£ concess@ons

‘awa¥ded,through the program
Actually, gross receipﬁs for the minority firms may not

[ 4 .
If these projections were

~

conéracts."
% :
have\?dded up to the $10 million estimate.

_ 4

T ) ' -
84% The contracting level increased to $215.6 million in F§\1973 and

$272.1\ million in FY 1974. The projection is that 8(a) contrjct awards
wﬁ11§tota1 $290 million in FY 1975 and remain at that level. 8\\\h

\

#5. Yotal Federal procurement for 1972 i
* ment Procurement, vol. I, p. 1. ) )
ns contract the Federal Governmeht leases spac
o an entrepreneur for a small percentage of the
for maintenance and improvement. Figures for
lude corniéessions’ - .

Govern-

s estimated in Report'o

one of its\buildings t
gross sales, plus payments
FY 1973 and\@974?do not inc
87. '""Requirements contracts" are entered into when a particula} agency
promises to buy its needs for.a particular item or service from one firm.
Although the exact number of items or level of service that will be needed
is unknown, the \contract usually contains an estimate; but the agency may
or may not. spend \the estimated contract amount. ’
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‘excluded, actual 8(5) procurement for FY 1972 would be approximately
$143 million, abOut 0.25 percent of the total Federal procurement for
that year.88' ‘ . ,

) Measured soleiy in terms of 1ncre381ng the number and total dollar
» “volume of contracts to minority firms, the program is only a 11mited

success, particularly since the major 8(a) progrém goal was stated as a

" dollar amount that wds Iess than one-third of 1 percent of total Federal

—t
'3

contracting for FY 1972. . -

, TABLE 8, SUMMARY OF 8(a) COMPANIES AND CONTRACT AWARDS ‘THROUGH FiSGéL
YEAR 1972 . . . : ’

’ Number of ~ _Companies ‘Amount of\
Fiscal Year Contracts Awarded Contracts Contracts

- 1968 8 o 7 $10,493,524

1969 . 28 - 21 , 8,857,771

1970 -~ . 199 . 145 22,520,209

1971 . 812 o 508 . - 65,414,474
1972 - T 1,720 . 988 ‘ | 153,254,973

Totals . 2,767 . * o ‘$260,540;951

*Since some companies received contracts in more than one fiscal year,
a total of the companies would not be accurate. \

‘NOTE Thgfggmbér and dollar volume of contracts awarded in the 8(a)
program ‘differ in various reports., As of January 1974, SBA was still

revising its figures for FY 1972, which ended on June 30, 1972, The
differences are slight, so the Commission used the figures reported on
Sept. 30, 1972, which are the highest reported. 7

Source' " U.S., Small Business Administration. Statqs'ﬁgport of 8(a)
Contracts (Sept. 30, 1972). T ; -

However, the total dollar volume of contracts awarded does not .
brovide‘thg.only basis for .evaluating the impact on the development of
minority businesses, Examination of the distribution of contracts

among industries, however, provides another measure of the effectiveness

of 8(a) -subcontracting as a developmental program.

- .
~ —

3

88. This figure is an estimate obtained by subtractlng the amount

‘reported by GSA for 8(a) concessions and an estimate of other overreported.
amounts from total 8(a) contracting. At the end of FY 1973, SBA ‘initiated
ddta ‘collection procedures that should correct these overstatements, The

agency also began staff tralning in data report1ng to increase the accu-
-acy of the 'data. . -

-

-

i




43 '

~ The industrial distribution of the 8(a) contracts awarded in FY
1972 is roughly similar to the overall industrial distribution cf
m1nority fi\\s with paid employees (Compare tebles 9 and 10.)

TABLE 9. MINORITY-OWNED FIRMS WITH PAID EMPLOYEES IN SELECT“D
STANDARD INDUSTRIAL CLASSIFICATIONS,. 1969

- N

-Industry Number " Percent*_
, ‘ Manufacturing 4,088 13.0
' Construction 3,214 g 26,0

Services 19,228 61.0 -«
Total " 31;530 100.0

_____—6—-—

*Percentage rounded to nearest one-tenth decimal point.

Source: Calculated from data in U.S., Department of Commerce, Bureau
of the Census, Census of Minority-0wned Bu51nesses 1969 MB-1 (1971).

TABLE ,10, INDUSTRIAL DISTRIBUTION AND AMOUNTS OF 8(a) CONTRACTS,
FISCAL YEAR 1212 ’

/’/’ - A A
Industyy Number . Percent . Amount * Percent
ufacturing 203 o 11.8 $46,307,784 " 31.0°
/,,/”' Construction 649 - . ©37.7 27,735,496 > . 18.6
Services 770 : 44.8 © 64,780,296 44,1
Other ‘_ ’ 98 . 5.7 © 9,378,763 6.3
' *  Total 1,720 100.0 *$149,202,339 100.0
) *Total differs from that in table 7 due to unreconciled differences
in raw data . ¢
Source: Calculated from data. provided by the Reports Management Division
of “SBA (Nov. 29, 1973).
, As of the end of FY 1972, the distribution of 8(a) contract
/ dollars among the major 1ndustr1a1 groups wag highly concentrated
in the service industries, as are the minority contractors. And
C o although. the program awards more contracts to construction firms than

to manufacturing firms, the dollar value of the manufacturing contracts

' . ‘ o
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was much higher in FY 1972, 89 This was largely becadse -most 8(a)

construction contracts were for relatively minor interior maintenance,
W

jobs, such as carpeting and painting., Similarly, a number of serv1ce s

ke

_contracts were for relatively low-cost custodial services, . ,
,‘ A detailed analysis of 8(a) contracts awarded by GSA proV1des a
.case study of the characteristics of the program s contracting., (See
--appendix C,) It ShOWS that despite several large manufacturing ﬁ.
“ contracts, most 8(a) c6ntracts were low in value and- awarded in the )
" less prom1s1ng services and small construction industries. The failure
of the program thus far to‘emphas1ze mdnufacturing and general construc-
tion contracting undermines its potential for assisting in the develop-
ment of minority,firms in these industrial areas.
AGENCY PARTICIPATION IN THE 8(a) PROGRAM
\‘« Agency provision of procurement opportunities is fundamental to

., .
" the program, Since its inception, the agencies have provided a steadily

o

a

increasing number and dollar volume of contracts, but their levels of

P
L19% o8

participation vary Widely This may be ow1ng to a lack of conmitment
< I to the program by some of the agencies that do not proVide significant
contracting opportunities»to minority firms. . J . f
One factdr making participation in the program difficult is that.L;
the criteria are vague for selecting goods or services to be purchased
- . " The question of which purchases should be made through the program '
continues to posé- problems for both the agencies and~SBA, .

t

SBA regulations spec1fy some of the factors to be used by agencies

to determine whether a procurement need¢is suitable for an 8(a) firm.

t

These regulations, however, tend to confuse procurement officials,

T . e
89. An SBA official asserts: '"The trend since FY 1972 has been from
minor 8(a) construction contracts to those of greater value. Greater
total value of 8(a) contracts is' now in the construction category
followed by the non—profess10na1 serVices manufacturing and supplies,
and profeSSional services categories. Gaupin Letter,

£

.
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For example, selection specifications.are stated as follows:

IS

45 - S

$he percentage of all similar contracts awarded under
, the section 8.(a)’ program over a relevant period of
time, issuance of prior public solicitation of the
procurement under a siall business set-aside, the | >
probab111ty that an e11g1b1e concern could obtain a.
‘ compet1t1ve award of the contract, and the extent to”
#ihich other small concerns have historically been ,

- dependent

upon the contract in question for a signi-

#* ficant percentage- of their sales. 90 N

-

. These regulations raise numerous questions for procurement

fflcials. What percentage of all similar contracts awarded over what ’

‘relevant perlod of time ‘would Justlfy selectlon of 8(a) procurement?

Dofs previous procurement of the goods or services by a small business

* competitive b1dd1ng,

sef—aslde that was formally advertised mean that'the procurement should
should*nos‘be formally advert"sed in all cases? Lf it appears 1ike1y

. thdt an eligible concern cou1d obtain a part1cu1ar congract through ;

should that procurement be awarded through tne 8(a)

program? To what extent must-other small concerns have, been dependent

_upon the contract be

DSEs this meard-that

”

fore it must be withheld from the 8(a) program?

W

the other small concerns *have a rlght to the

» 3

¥

-

SBA standard operat1ng proCedures provide 11tt1e _more gu1dance in

applying the cr1ter1a for identifying goods and services for procurement

some factors for consideratlon'

1. . Estimated

. ‘through’ 8 (g)~  The Fe ederal procurement fegulations, however, specify

‘y s

total numbetrs of 1tems to be purchased in the

»* * current fiscal year, and to the extent poss1b1e, further

.fiscal years.ff‘

=

’

90. 13 C F, R. Sec.

91: 1In response to
non-8(a) business co
specific procurement
the 8(a)¢program.'

12482(b) o

this statement, an SBA off1c1a1 asserts, "If a small

ncern has been substant1a11y dependent upon a '
for its survivdl, that requirement will not be for

Gaup1n Letter.
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Federa procurement regulations=--or 10 worklng days under armed services
.92, 4

. , } .,\"
[;,6 . s ‘ . 2\
2, Total number of 1tems the contractor will be required to \
produce and dellver monthly, : , . X,
, '3:  The extent to whlch the contractor ‘has produced items of \*
‘ < similar nature and complexity. -
4, Effect ‘on the contract1ng agency .if the items are not :\
*  produced and delivered on time. Lt |
5. Technlcal spec1f1catlons and estlmated cost of items to |
: be produced. 92

4
. i

w1th SBA and agency contractlng OfflClals proV1ded 11ttle more concrete
lnformatlon on selectlon cr1ter1a.

\
As one agency 0fflClal put; 1t

selectlon bf suitable contracts is a matter of exper1ence and Judgment
not eas1ly reduced to paper. .
‘be’ complex urgent, or b1g jobs. According to thls view, 8(a) contracts
are r1sky,' require, careful judgment, and the contractlng officer
gshould only err on“the conservative side.

-~

> The  surface view of the 8(a) program-~that the’ agenc1es provide

of the shared role of SBA and the Federal agenc1es 1n the’ contract1ng
process.

the coptracts and SBA prov1des tke contractors--obscures the qomplex1ty

program.

SBA, OMBE f1eld representatlves, and agency procurement
offlcers reviey procurement needs for potentlal inclusion in -the 8(a)

In addltlon current and potentlal contractors seek out
contracts for themselveé.

rogram,

Normally, the contract1ng process s initiated by a Federal agency,
whlch sends SBA a list of procurement needs it deems su1table for the

. %
- i
SBA evaluates the goods or‘serv1Ces reeded in view of the
pabilities of prospectlve contractors.ﬁﬁ#
willing and able contractor
award stage.

If the. SBA can 1dent1fy a

o

=

the contract moves %o the negot1atlon and
»

NE SBA fails to find a contractor w1th1n 30 worklng days under

l\ .F.R,, Sec., 1~1.713(a)l.

ReV1ew of individual ngency procurement regulations and 1nterv1ews

He proposed that 8(a) Procurements not \

.
|
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* procurement regulations~--the agency may withdraw the procurement from

the 8(a5 program and releaseflt for cqmpet1t1ve b1dd1ng. ' ) fff
P . Agency off1c1a1s and .entrepreneurs have comp1a1ned that SBA paper-
’ work and internal procedures cause many procurements to be retirned,
either becaupe SBA does not have suff1c1ent t1me .to find the contractors
. T or because 1ate not1f1cat10n does-not leave a prospectlve contractor
enough t1me to\prepare an acceptab1e proposal. SBA officials adm1tted
. that their paperwork requires a great deal of t1me resu1t1ng in delays

that create problems for 8(a) contractors and caus1ng potential awards

.
. :
: *

& - .

to be withdrawvn, .
SBA program officials are eager to have, a11 Federal %gencles part1-
c1pate, but because of the pressure of time and the 1ack of’ staff resources
they tend .to work with. respons1ve agenc1es rather than attempt to convert
the re1uctant ones. St111 ' the failure of some agenc1es to provide pro-

R curements limits the entry of contractors into the program .and restr1cts

its outreach. For example, the ‘Government Printing Off1ce wh1ch is

:;respon31ble for most government printing, does not provide 8(a) contnacts,‘
and, although other departments provide some printing work to 8(a) f1rms,
SBA 1is un11ke1y to cert1fy printing flrms.* Thus, newly- formed printing
firms may be denied™the benef1ts of the program,

AAgency 8(a) Contractlng,Effort /

q . 'Data_on 8(a) .contracting revea1 that ‘agencies often prov1de too
.. few 8(a) contracts and most are.too smill to promote real business .
development. ) ‘
e

COmmlSSlon staff rev1ewed the procurement activity of selected
Federal agencies that accounted for 62.5 percent of all Federal procure-
ment and 93.4 percent of all 8(a) procurement in FY 1972. Table 11 shows
the relatlonshlp between 8(a) and .the total contractlng é&fforts of the

" agencies. . . . ) ’
« " The 8(a) procurement :of these agencies 1nvar1ab1y represents a
m1n1scu1e proportlon of their total contracts. If 1 percent of the

comb1ned FY 1972 total procqgement by the 10 agencies had ‘been contracted

v . I . ‘ P . 64 ' ’ {;
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thrbugh the 8(a) program, the dollar volume of the’program would have
been 2% timés greates than it was in FY, 1972, Also, if 1. percent of

\‘.

aIQ%FY 1972 Federal procurement had been contracted through 8(a),

program would have prov1ded more, than half a b111ion dollars in Federal
contracts “for minority- owned firmms. JH“_J_,,a__ AR — e

TABLE 11, 8(a) AND TOTAL PROCUREMENT OF SELECTED FEDERAL AGENCIES
FISCAL YEAR 1972 (MILLIONS OF DOLLARS) '~

Total . (a) o ) (b) .8(a) aszPercentage

Agency. -~  Procurement . 8(a) Procurement — of Total
USPA 1,200.0 , - . 2.6 T 0.20% ;¢
DOD ' . 30,400.0 Co 74020 , /0,24

+ EPA o 92,1 0.9: T 0.97 ~
GSA “ 71,300.0 (c) (e) -  34.2: (d) 2,63
HEW : - 725.0 11.7 . 1.61
HUD . . 8l.1 - 0.7 - 0.61

. DoL = . © 308.3 . T 1.7 * 0.55 ** |

: USPs 507.5- 0.4 ) 0.08 o
DOT ® . 587.4 .. 7.6 - . 1,29 -
VA 7. . 7131.3_ 9.6 - 1.30
10 Agencies 35,938.7 143.2 . 0,39
ALL U.S. 57,500.0 (c) ©153.3 ,0.27

¢ .
%

¥

. Sources' (a) ngures on total procurement of. materials and supp11es,

constructlon and- services supp11ed by agencies 1n response to Comm1ss10n
1nquiry (except GSA). .

(b) %1gures extracted from U, Se.; Small Business Administration Status
Report on sra) Contracts (Sept. 30,.1972).

(c) Estimates .from Report on‘Government Procurement, vol I, p. 3.

(d) GSA figures include concessions' awards, which are only actually
Pprocurements but leases to private firms perm1tt1ng them to operate
. businesses on government property.. The rent paid o the government is:

» based on the annual gross receipts of the lease. Subtracting concessions
reéduces GSA' 8(d) procurement to' $25.3 million _1.95 percent of the agency s

total FY 1972 procurement. . .

.SBA officials indicated that resistance to the program with1n the
_agencies continues, even if it is not always expressed. - Though there‘
are no indications that 8(a) firms perform more poorly than other small -

bus1nesses, some agency centra.=ing officers,maintain that they do.
. v e . ¥

o
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’fa11ure to ‘the greatest extent poss1§1e./ . P

I
3

.. N -
) ® A . % : \

13
*Some off1cers also 1nd1cated that the 8(a) program conf11cts with- their

‘basic procurement respons1b111ty to buy ‘thé best qua11ty 1tem at the
lowest price, Wlth .the highest probab111ty of prompt and satlsfactory -

: *
performance of the contract. In the absence “of pollcy guidance,

reg10na1 contract1ng off1cers often rétreat to this pr1nc1p1e to dvoid
poss1b1e risk at, the expense of the 8fa) progrém. . )
+In an attempt to overcome thls reluctance, SBA, 1ssued a natlonal
d1rect1ve on 8(a) stating: ;"Other government agenc1es will endeavor to
cooperate With SBA on 8(a) only as 1ong as the progrém fu11y supports '

and does not conflrct with the1r procurement mlSSIOH, ‘Care must be -

#

taken, thereforeh to-assist them 1n their mission by avoid1ng delay or
: 93 N

n
ATV

-
WS

’ Contract Adm1n1strat10n ‘ _ . .

.Ihe respons1b111ty for mon1tor1ng the performance of 8(a) contracts

and ~processing: their vouchers 1s delegated to the agenc1es*by SBA.

Each c1v111an agency admlnlsters its own contracts, and mllitary agenc1es

-de1egate the task, with some exceptlons, to the Defensé Contract .Admin- -

- -

) *

istratlon Serv1ce. )
Contract adm1n1§trat10n procedures vary among the\agenc1es,,1
although, 8(a) contracts are not treated d1fferent1y from otner contracts

of comparable size within each agency. The contract1ng agency's concern

-is 'to ensure that contratt spec1f1cat10ns are met and that the product’

is de11vered on time; in other words, that the terms and cond1t10ns of

t, .

1the contract are met .

-4
Neither agency off1c1a1s nor most entrepreneurs 1nterv1ewed by
,,—r’

"-Conmission staff indicated. that contract adm1n1strat10n presented”
/ A

major problems for the program. ' yét, 43.6 percént’ of the m1nor1ty
» N . , a -

., -

« 93, SBA, Natlonal Directive ND 680 1 Oct. 19, 1970

94, See SBA, ‘Standard Opérating Procedure 60411 (November 1974) . 72.
P
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contractors felt that minority firms are more strictly monktored by L
agency technical representatives than are white firms. Most contractorsz N
however cbns1dered contracting specialists to be helpful by adv1sing
them of admlnlstratlve procedures and promptly processing the1r payment

-

invoices. : - ] . . » i . .

Contrac' adm1n1strat10n procedures can prov1de technical assistance |,
3*'} to a firm undér contract. For example, the cént1nu1ng re1ationsh1p ‘
between contractors and Pub11c Building SerV1ce off1c1als on GSA construc-
tion proJects provides opportun1ty for timely 1dent1f1catlon of problems N
that contr1butes to successful performance of a part1cular contract and

.

to development Qf the contrattor.. . . N ' L
- Contract administration seems to be the least controversia /aspect )
of the 8(a) program, but\ther most 8(a) contracts do ng\\necessitate
extensive coordlnatlng because of their relatlvely small 1ig 93
Flnally, whlle SBA may part1c1pate in perlod1c revlews of contractor N
performance OBD s_stralned resources only permlt m1n1mal 1nvolvement in
contract administratiom. Moreover, after a\contract is awarded, SBA
often has no further.contact with a firm unt11 its next contract1ng
opportunlty develops. Complete legation of contract adm1n1stratlon ‘to
the agencles limits SBAls ability -t evaluate the capab111t1es and
progress of 8(a) firms, Further, ‘SBA's 11m1ted followup of 8(a) contrac-
P

tors ‘to determ1ne whether they are develop1ng f1nanc1 1, management and

marketlng ‘expertise is not consistent with the program s overall objec-

|

tive of creatlng competitive firms. ! . - _ ;
_i' CRITICISM OF .SBA PROCEDURES ¢ . * . ’ \\
s SBA has been criticized by representatives of miTority ‘trade <0 \

%
associations and business develgpment organizations for its methods of

-
-

95." Neither the’ agencles nor SBA malntaln data that could serve as a g ’
basis for a comparison of late deliveries, terminatlons,"and defaults .
_of 8(a) contractons as comp®red to all small business contractors. .
Surpr1s1ngly, SBA maintains no data on defaults or terminations though
seemingly, such data is indispensable to program monitoring and planning. —

“ - ) R -

r : . -
Full Tt Provided by ERIC. - = > N
, . - . . - .
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N certifying firms .as eligible for the 8(a) program, matching prospectlve
contractors Wlth &rocurement opportunlties,rand negotiating and award1ng
N . the 8(a) contracts. .o . r RN
,Thé Approval Of Contractors Fox The 8(a) Program - .l )
; The Sma11 Busxness Act does not impase any cond1t10ns for partici- '
6 .
. patlon 'in 8(a),9 but SBA policy restr1cts approval to firms owned by o N
- \ . .
soclally and .economically dxsadvantaged persons. The criteria fof
8 -\‘ determlnlng which flrms areosoc1a11y or ecdnomlcally d1sadvantaged v
" however, are vague in. 8(a) regulatlons. L T )
& : . PP
\' i H ‘ihe/regulatlons, as amended inMay 1973, state. . T .. .
\\ o « An app11cant concérn must bé vwned and controlled by . -
.. N one Or moxe persons who haVe been deprived-of the 1=
o ! opportun1ty to develop and malntaln a compet1t1ve . .

position in tlie econgmy because of social or economic
disadvantage. Such disadvancage may arise from :
cultural, social,” chronic economic circumstances or
backgrouﬁd or other similar causes Such persons
include, but are fot ~limited to Black Americans, * .
\ American Indians,- Spanish Americans, Oriental Americans, , v
-  Eskimos; and Aleuts. Uietnam-era service in the Armed . .
_Forces may be a contr1but1ng facto§ in establlshlng-

soc1a1 or economic. d1sadvantage. '

eligibility of app11cants for

@

ey

SBA f1e1d officials detérmine the-
Applicants mst submit p rsona1 background

RIS o

'

particioabion in the progrest.
information, subject to 1nvest1gatlon,
they are socially ror econom1ca11y d1sadvantaged.
: P . 7
96. 15 U:5.C.\637 ().

'97. 13 C.F.R. Sec. 124.8-(b)-

98.
documents are SBA, National Directive
Zandard 0perat1ng\Progedure 6041 (Dec.
9

. 13 C.F.R.' Sec.\ 126.8(c).

L

21, 1971)

R Y . . .
b .A
P : - . - 68

to support their contentions that

)
1

.Q‘

In addition‘to the statute .and regulatlon cited above, the relevant
ND 680-1 (Oct. 19, 1970) and SBA,
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_are needed, and whether the firm is likely to ach-eve V1ab111ty" in

"100, For purposes«of the SBA; reguldtions, a person is deemed .to have
_ a controlling interest when he.or she owns more .than 50 percent of the

52! ' i 5.

AT
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Establlshlng ownershlp of the applicant flrm by a soc1a11y and

-

economlcally d1sadvantaged person (usually a minorlty) .and arproving a

bus1neSS plap are the,next steps in the process. brsadvantaged persgni

must owp\ﬁb percent or more of the interest 1n a joint venture or

partnershlpg or at least SI’percent of the stpch in a corporatlon%
Corporatlons in wh; persons who are not soc1a11y or‘eCOnomicaliy . ’ |
- ‘ + 100

10A

mlnoritles)._ \ The app11cant is respons1b1e for furn1sh1ng sufficient

1ega1 and f1nanc1a records for SBA to determlne ‘ownership and conttol

s ’A’)‘ ~ .

of the flnﬂsh = . -

-

Each applicant must file a bus1ness plan (or business’ quallflcatlons
resume for constriiction flrms) that shows the company’ s f1nanc1a1 K
productlon marketlng, and management capab111t1es w1th 3-year‘proJect10ns.
Also, the plan should 1nd1cate the extent of 8(a) support needed and the.,
manner in which the 8(a) program can assist the firm to become competitive
in the open market. In addition, construc}ion companles must prOV1de .
1nformatlon about the1r "track record "w bondlng, and- 11cens1ng. . ' :

The purpose of the business plan is to proV1de SBA ‘with enougn ; .
1nformatlon to detefmine thther the firm can. supply a product or service

,,uﬁr‘
Rt ‘a reasonable price, what klnds of ass1stance oéher than SBA -contracts

v

T : . i

outstanding VOtlng stock of a corporatlon. ’ P

101. 13 ¢ F R, 8124,8-1(c)(2). SBA is wary of such arrangements and
requires ap roval by the Associate Administrator .for Procurement -and
Management Assistance, Management contracts and other JOlnt ventureés
which "temporarlly vest ownership or control in ncndisadvantaged -
persons' ,also receive spec1a1 scrutiny and approval, The purpose of

such care is to ensure;that the intended beneficiaries of the flrm o
actually benefit and to prevent. exploltatlon of minoritles s )
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SBA's 3-year time'periodf \Héip in developing business plags is
-available- through OWBE -funded organizations as well as through SBA;
but, because of a 1ack of coordination ‘between 8(a) program officials -
and OMBE-funded technical ass1stance organizations, the latter have t
not, pldyed °a key role in developing “the business plans. ¢

° The approval process, which includes assesS1ng appbications and
business plans, might take as little as 3 weeks for a knowledgeable .

« firm, or it could take over—6-months for a firm w1th problems in
deueloping its business plan. The time requined to process a business
plan also depends on such factofs as the problems of a particular
fiym, the various regional offices’ staffing erangem nts, their case-
loads,<and operating styles. Regional business developmént officers
make recommendations after consulting with SBA's legal and- f1nanc1a1
analysts and.other officials. Their recommendations are rev1ewed and
forwarded by the chief. of the Procurement and Management Assistance
D1v1s10n of the regional office to the regional dinector, who makes ’

the final dec1s1on. 102 - ? ‘ . b

According to SBA officials, early{efforts to enroll as many con-
tractors as pos31ble resulted in apptoval of firms that do not meet N
current standards and never really had the baS1c capability to partici-
_pate 1n government contracting ot to benefit from the. program. SBA is
attempting to "purify" the: rolls by ignoring such firms and term1nat1ng

. the participation of firms with 1 ttle or no chancés for success in the
program. The current practice is for SBA regional officiads to dis-
courage applrcants from developing business plans if fo contracts are
likely to be forthcoming They: .do thlScby informing the applicants
that SBA does ‘not have enough procurements to meet the-contracting i

needs of firms prev1ously approved for the~program. The type of fimms

«

102, Approval of firms in special situationms, such as management agree-
ments, ‘may be delayed by the requirement of intensive Jegal veview and
approval from Washington.

¥
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oeing appfoved or discouraged/ vary from region to region, One SBA A )

-3

regional official expxessed concern about the abundance of minority
janitorial companies, stating "we have enough Jan1tors ‘to clean the ...
worlqiﬂ Similarly, an SBA offlcgal at headquarters, Wash;ngton, b.C.,
expressed concern over, thé'numbe} of minority ,consulting and software

4 L

companies that are highly dependent on government contracts. These

_tfbes of firms, the SBA official asserted, tend to -be|locked into the

8(a) program for Ibng-term support_father than for contracts to supple- .
ment other, marketing efforts. ° //
SBA does not keep records of f1rms that are denied approval. Field
offitials malnta%n,,however, that the number of sucH firms is small. /

They attribute the denials to the following: (1) the firms are not owned
or eontrolled by disadvant;ged %eréons; (2) the firms do not produce /
goods or perform ser v1ces purchased by the Federa [movernment (3) the |

f1rms are c1ear1y unable to meet government spec1zlcations, (4) the / .
firms fa11 'to provide sufficient information, particularly on thelr
financial situation, fo; a determination of eligibility; or (5) there is
no contracting opportunity "in‘Light.” - ; V
‘vﬂ " ,?he,éommission did not heaL recurrent complijnts about the first
four conaiderations, though some firms- have disputed SBA's judgﬁent.
However% the denial of approval because of the lack of a likely contr Lt
has been questioned by representatives of minoritvy| trade organizations..

o ES——
The agenQies may, in effect, deny entry to groups f firms by “failing to

provide appropriate contracting opportunitles. Als*a SBA's judgment/

that fhere is né contract "in sifht" may conéeal other reasons for

PRSI
Bt

denial of entry into &he program.
The "Match! of| Contract and Contractor ) \ -t —

— X i ,
Despite'gLe fact that the SBA regulations and the \letter notifying
e 5

the_aoplicant of approval state that entry into the program does not

guarantee that contracts will be forthcoming, the firms atﬁrallyﬁﬁxpect

contracts. There are firms that have not received contracts afte

] -
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several years in the program, : and others have received only- one or
fewer than the number or of smaller dollar value of contracts than
requested in their business plans, 103 Complaints by firms without
contracts based solely on the fact that other, similar firms received
contracts are 11ke1y to cont1nue, although increasing the number of
contracts-in the program might reduce their frequency, )
- Somefcomplaints, however reveal problems in the matchjng,process,
: There is often more than one prospective contractor for a proposed |
contract, and the choice among them is made by SBA. It is not clear
what standards SBA uses to select contractors in such circumstances.
Agency officials and 8(a) contractors interviewed by the Commission's
staff complafned that SBA guards its~discretion too jea}ously. Some-
times, for example, the agericies provide SBA with procurement needs and

the names of potential contractors. In other cases, potential 8(a)

firms dlscover potential contracts that agencies prefer to award through

8(a). Onm occasion, SBA accepts the procurement but rejects the contrac-

tor preferred byxthe .agency and awards the contract to another firm.

. " -In a case where an agency f1nds a f1rm, 1ts rejection may dis-
‘courage furthér outreach efforts by the agency and diminish its
enthus1asm for the B(a) program. - Where .a f1rm finds aﬁBPtentlal

contract a negat1ve res ponse from SBA seems to be counter to the

3

program's goals because it fa11s§to reward the firm for its marketing
efforts. SBA may have gooé\reasohs for its matches, but seveéral

/
contractors interviewed by the Commlssion believe themselves to be

victims or beneficiaries «of favorit1sm and. political 1ntervent10n.

“5
4 s .
N / ! > - " ¢

S - / \ . N . .

- 103.. In FY 1972, the SBA a arded 1,715 contracts to only 988 firms
although 1,780 firms had i;en apprdved for participation in the rzogram,
Thus, 44.5 percent -of the/firms approved for the program received no

.~ contracts. Status Reponé of 8(a) dontracts (Sept. 1972).

e~ : 'z ' ,
ERIC ‘ L L
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The Negotiation and Awatd;of‘8(a) Contracts
‘ SBA is responsible_for négotiation of the snbcontract QithAthe
~ 8(a) contractor it has éelected.°104 Agency representatives may, parti_
I <#cipate, but generally they do not. At the same time agency offlcials

-t

interviéwed by Commlss1on staff 1nd1cated that hav1ng SBA, rather than °

" the agencies, handle negotlatlons results in unnecessary delay and ;'

overpricing. SBA off1c1a1s countered that their conduct of negotlatlons \\

is necessary to serve both the business develgpment and procure ent \<
purposes of the 8(a) program. They support this contentlon with the
claims that they are more familiar with the needs and capab111t1es of
. :“ the contractors and that they have more access to resources to assist .
. . them, 105 . . A \ U
Commission inquiries regarding the pricing of 8(a) contracts drew
responses too. mixed to provide a basis for assessing assertlons made by
several contracting officers that 8(a) contractors submit excessively
e hlgh bids. Entrepreneurs, however, i indicated that, generaily} over-
. pricing is due to ‘excessive operating costs and doegs not réflé%t a
desife to realize excessive profits. A1so new, disadvantagedlfirms
may have higner operating costs, and., a "fa1r and reasonable pr1ce" for
the government may not be fair and. reasonab1e for ‘the 8(a) contractor.
In cases wiiere the bid price includes sums for cavital start-up .
expenses (such as purchasing machinery, etc.), the portion of’the bid
price that exceeds the market price (the price the agency Jould pay if

purchaslng by formal advertising) is referred to as a "business develop-

4 N2 b
) ment expense" (BDE) ‘ ’ ’ - , : .
Ia . < s ‘ )

-
.

104, See SBA, SOP 60401 (November 1974). ' ;

b « 105. SBA can, in fact, provide assistance in a variety of way3° for
‘- example, construction companies may obtain bonding or technical assis- ¢
tance and a guaranteed line of credit in addition to 8(a) contracts.

»
B \

g » )

Aruitoxt provided by Eic: . .
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'the agenc), 804, and the 8(a) firm.

o

SBA ndnihas funds to pay the business development expenses on
manufacturing contracts., 106 There was some confusion—among SBA
regional staff as'to whether the BDE should be .used only for non-~
recurring start-up costs or for differentials resulting from recurring
h1gher costs. In any event, SBA's use of less than ha1f of the amount
appropriated for business development expenses in FY 1973 107 indicates
that in practice SBA followed the former approach. ‘The current policy

of SBA's_ OBD headquarters is to permig only the nonrecurring start-up

- -\4\

costs. . I g .

< The BDE is approved after the conclusion of a. successfrt negotla-

tion of a contract with an 8(a) firm by the Assoc1ate AdLinistrator for ,

Procurement and- Management Assistance. SBA then awards ihe contract

A ]

through the execution of appropriate contracts and subcontracts among
\ .

\

\
The provision of techn1ca1 and management assistance is an 1ntegra1

TECHNICAL ASSISTANCE FOR 8(a) CONTRACTORS - \ e
part of the 8(a) program. Such assistance, however, is not’. provided in
a uniform manner. Even though a firm s bus1ness plan provides a’ compre-
hensive assessment of its needs, SBA and the Eederal contracting agencies
do not adequately service\these needs. E .
The provision of techn1ca1 ,and managementEass1stance to 8(a)

céntractors is extremely fragmented and uncoord1nated Assistance
efforts are scattered among Federal agencies, the SBA Business Develop-
ment Office, and OMBE- funded organizations. OMBE funds trade associ-

ations, business development service centers. and the technical
' }

106. The BDE differential payment is defined as "the difference betweén
the fair market price and the price required by the 8(a) subconttactor
to- provide the product or service under an 8(a) subcontract with” SBA...."
SBA SOP 60 411 (Nov. 14, 1974), p. 87. Prior to FY 1972, the agencies
had to -absorb the cost differential. A But during FY 1972 'SBA authorized
the use of BDE on manufactﬁring contracts, SEA sop 6043 (December 1971).

107. Government Minovity Enterprise Programs~-FY 1974, pp. 12-15.
Total BDE for FY 1973 was $6.6 million of $14 million appropriated, and
the average BDE per contract was about 13 percent .of contract value.

, -
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asgiStance’of "call contractors" 108 to assist minority firms, but .
SBA is the'only agency that is supposed to have a continuing relation~
ship_y}th firms approved for participation 1n the 8(a) program.

While SBA Ras access to more ‘resources than the contractlng .
agenc1es, 1ts technical assistance is not especially geared to’ the

needs of 8(a) contractors. SBA '"call contractors' may deal w1th,

part1cu1ar’prob1ems of m1nor1ty firms, but -they do not prov1de overall

gu1dance. . . - : = 7J

t R

T Reglonal SBA off1c1a1s, interviewed by the Comm1ss1on, held DMBE's

¢ o

technlcal assistance resources 1n partlcularly low esteem and often
did not mentlon their ava11ab111ty to 8(a) contractors. Contractors
"interviewed by the Comm1ss1on staff, in ge=~val, had little confidence
in the volunteer assist;nce efforts of the variouleocal internship
programs. 109 The director of a contractor assooiation.in California,
in particular, was So dissatisfied with the technical assistanoe being
g1ven by SBA and OMBE-funded organlzatlons that he had turned to a
1arger corporate systems " 6rganization to provide ass1stance-to member

.

> firms. In most’ cases there is little*availabLe to the 8(a),contrac-

J.
—_
—
e

¢

~ tors in the 18 way « of steady reliable ass1stance to 1dent1fy problems
il O

before they become unmanageable. . -

e >

Furthermore the assistance prOV1ded to 8(a) contractors is not

focused on business~gevelopment. Few minority firms can,alrord adver—

tising budgets, full-time sales representatives propesal and bid
; . o

- . i

H »
-

108. Both SBA and OMBE provide technical and , management ass1stance
through call contractors, which are private flrms called upon ‘to render
assistance for a specified number of days. SBA's call contracting

! program ls authorized by Sec. 406 of the Equal Opportunlty Act of 1964
42 U,8.C., 2902. The authority for OMBE's call,contractlng program is

4

based on Executlve Order 11458 (1969). ;

AﬁTTON provides volunteers through the Service Corps of Retired
Executlves (SCORE) and the Active Corps of Executives (ACE), former
SBA programs. Many OMBE organizations have cqoperative arrangements
with universities and business coIleges to provide internship oppor-
e *tunltles for studentsffo work with m1nority flrms.

-
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ﬁritera, full:acale‘market research, and ihe‘other elements of success-

v .ful marheting Yet, there is little emphasis by .SBA or OMBE on the
development of these resources and no adequate focus on marketing )
problems in contracting. SBA and OMBE o£f1c1als concede that in -the
past they have placed. emphas1s on prov1d1ng assistance for preparing
loan applications. Generally, these agenc1es ags beginning to allocate
more resources to marketing, but their recent efforts have not begun to J

e o =

,.-mlncrease-the effectiveness of minority f1rms in marketlng programs in

the government sector. .
PROGRAM COMPLETION AND TERMINATION-V
After 5 years of. 8(a) operatlon few firms have graduated from

the program . Many 8(a) contractors are reluctant to leave, desp1te the
fact that their enthusiasm for the program is. often lukewarmi. 110

Although SBA officials are eager to graduate more flrms, they express
doubts that firms have fully benef1ted from the program. 111 One SBA
i off1c1al asserted that SBA could not polnt to a single successful firm

that ‘had been developed solely as a result of 1ts\part1C1pat10n in the
hnd o

‘- 8(a) pﬁogram. .
_se————-SBh—regulatlons state that a firm which has "Substantially achieved
~  the ob3ect1ve of its bus1ness plan will be .notified that its partici-

pation 1% the program is completed” and that judgment of program comple-~
tion w1ll\he made 'in the llght of the' purposes of ‘the progﬁam. 112

L \ 3
[ —— Lol .

T\
110, Sixié 18 8(a) program<graduate contractoréflnterv1ewed by the" .
Commission’ ﬁelleved that the program was- not helpful to them, and a

~ "large majorilty of those who felt it was helpful qualified their responses.
__-— .Some even bellieved that the program could harm their businesses.

!
A11. SBA frankly does not expect to meet its goal of 100 new graduates
5 in FY 1974.'/See testimony of Administrator Kleppe in’ Government
Minority Enterprlse Programs-—FY 1974 *pp.. 12, 27428,

a

, 112. 13 C.E.R. §124.8-(e). ' -
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Aruitoxt provided by Eic:

SBA officials use inte\changeably the terms "achieve viability"’add

"achieve the ablllty to compete in_the market place’™ to define the
goal of the program yet no one was able to specrfy criteria for ,.

assessing viability. In Eact, one SBA off1c1al-desc;1bed~program

completion as.a "nlghtmar‘ " ~ b )

.

.Achievement of the obJectlves of the bus1ness plan presupposes

that there are spec1f1ed and achlevable objectives. If the ‘business

plan is developed carefully andorealistically, it-would seem that a

: 04 .
firm's progress could be assessed by compatring its financial statements
r ¢ ' ) <

with the plan, But 8(a) contractors maintain and program officials

agree thidt business plans; have often béen drawn up casually and rareiy

L}

’

e

- 1
reflect realistic and comprehensive assessments of a firm's needs and( -

prospects.

s

SBA reported that the 8(a) program has graduated 29" firms (that are_

"competltlve and "in very good shape."” 113

Followup interviéws by the

>

Commission with 18 114 graduates, however,qrailed‘to clarify either the

o .- '

P % .

113. The 29 graduate firms COns1sted of 10. construction, 13 service,

and 6 manufacturing firms. Seven were Spanish speaking;.22 were black,

1‘was Asian, and 1 was Indian-owned. Only one firm was owned by a

woman. Gross,receipts of the 12 firms providing financial inforﬁation
ranged from $10 000 for a janitorial firm to $1 million for a- construc-
tion firm, However, the average gross rece1pts for these flrms for .-

1973 was $308, 900 . . -

~

-

114, Government. M1nor1ty Enterprise Programs-~FY. 1974 pp. 11~ 12 S

ix

firms could'not be located by the names of e1ther~$he firms or Brinc1pa1s.
These names may have changed or the firms .may have gone out of business,
~ Four other firms "did not prov1de sufficient information to be included in

this assessment, and oné firm reported that it had never participated
the program. Thus, only 18 firms were able to prOV1de infgrmation on

in

“ their firms' participation in the 8(a) program. Intervieﬁs _were conduc~

ted by telephone between Jan. 17 and 28, 1974, and the 1nformatlon was
, cross-checked, where possible, with previous Commlss1on 1nterv1ews and

SBA's Status” Report ‘of 8(a) Cortragts (July 1973)

Rt




- -

» 9
criteria used to-determine their viability or the procedures by which

SBA decided on the completionkof their participation in -the program. )
e N

S lags . . . . P
Twelve officials reported that their f1rms'had recelved notification of

{
thelr graduation. Six of the firms had objected. to graduatlon and were

ST

reinstated, and another six accepted SBA's decision "and considered them= -

selves graduared whether or not they believed the% should have Been

-

.graduated, The rema%nlng six firms listed. as graduates were not aware °

that they had been graduated. and two of these firms were listed elsewhere

"as hav1ng rece1ved 8(a) contracts in FY 1973 and FY 1974. ) .
The 12 firms that were notified of graduatlon reported that they’
. received notice of succesgful program completlon by létters from SBA™
g without any prior discussion. Several of the other firms which were

_not aware of the1r status in the program stated that tuey rece1ved their

5

first notige of, graduatlon 1n interviews w1tthomm1ss1on staff,-
) Only 3 of the 18 off1c1a1s be11eved that the 8(a) program had
.. def1n1te1yihe1ped them improve the1r business p051tlons, and 7 officials

felt that Qhe program had not helped the;r firms at all. The remaining

.8 officials- weré undecided. . N ,; }
The range of responses to the followup survey 1nd1cated that some : o

y -

of those 1nterv1ewed -should be cons1dered true graduates in that they

e successfully completed the program, while others should be considered

term1nated not ‘because they had achleved the objectives of their business

-

‘Pplans but because the chances of the1r ach1ev1ng competitive status

B
. Lo -
P

seemed sllm% v O
- 1 *
The A2-. firms that. were not1f1ed of graduatlon are now functioning ‘ .-

in the private sector, but few»attrlbute “their marketing development to .

part1c1patlon in. the 8(a) program or to SBA- ass1stance. In fact, several -
]

- flrms concluded from the1r 8(a) experience that Federal procurement could

not’ provide them with prof1tab1e marketing opportun1t1es because of the

with rigid contract requirements. ' .

time -and” effort necessary to comply
- s
» °

ERIC A :
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The SBA 8(a) regulatlons also state that fimms whose par&/c;patlon

"will not further the program,ob;ectlves will be tefmlnated before they

complete the program., Potential grounds for termination 1nc1gde.

A

The unavailability of appropr1ate section 8(a) |
-contracting support, the inability of the.seéction |,
8(a) -concern -to- develop suitable commercial or
competitive markets, 1nadequate management perfor-
mance, and evidence of contlnued inadequate technical
performance. 115

A

Thus, program termination may be the resu1t of poor performance
and management by the 8(a) firm,.the failure of the firm and the

technical assistance program to develop competftive marketing abilitf,_
L

or the failure of agencies and SBA to prov1de adequate contract1ng

116 :
opportunltles. . . -

The gu1de11nes for Lermlnatlon areanearly as confus1ng as those for

=

successful comp1et10n of the program, as there are no crlterla upon which

"to assess whether a_firm has developed .competitive marketlng ab111ty.

If SBA would 1mp1ement plans to~sharpen its business development

. focus, in addition to emphasizing 1ncreases in contract awards, operating

obJect1ves and criteria for dec1s10ns at every ‘stage of the programvwould

be clar1f1ed for the benefit of the contrdactors, 117 o

« L
%

L —

-
L , -~

115: 13 C.F.R. § 124.8-2(3). '~ : ‘

116. SBA reported that 138 of 2,000: firms in the program between 1971
and 1973 had failed, largely for the reasors, that small businesses
usually fa11 See Government Minority Enterprise Programs--FY 1974,
p. 11: According to Dun & Bradstreet, 95 percent of small business

. failyres are attributable to f1nanc1a1 and 'management ‘problems, The
Business Failure Record,icomp11ed by Dun & Bradstreet Inc. (1973),

PP< 11 12. . . .- i Y

7. Government M1nor1ty Enterprlse Progpams--FY 1974 p, 12

3 9




Chapter ‘6 ' - ,'ﬂ
" THE BUY INDIAN CONTRACTING PROGRAM ' '
The Buy Indian Act of 1910 authorizes. the°Secretar1es of the

- ’ & -

Interiorﬂand~Hea1th, Education, and Welfare to negotiate contracts

118 *

diréctl} with Indian: firms and tribes. The Commissioner. of the .

Bureau of‘ Indian Affairs (BIA) exercises this authority on,behalf

of the Secretary of ‘the Interior, “and th D1rector of-the Indian ) -

Health Se*v1%e (THS) exercises the autho ty- at HEW.

‘The Buy* Indian contractingyprogram is unique among spec1a1

1
* }
¢ cbntractlng programs

bedause it is 1imite -to one minority group,

"t is a direct contracting program, and it permits contracting with

{
nonprofit organizations (Indian tribes) 'as well as’ prof1t—or1ented

businesses. _The direct contracting authority makes the Buy Irdian. -

program potentially more,effective than other spec1a1 programs
» because the Indian agencies can dea1 d1rect1y with Ind1an ferS p
rather than having to go through a prime contractor or another
Federal-agency. . Lo /- .
The- Buy Ind1an.author1ty was dormant for many years until Federal

e ‘grams, grOW1ng interest w
venience of the authority in meet1ng certain .

policy trends: empha31z1ng more tr1ba1 administration of Ind1an°pro-

. development, and the con

1y X

ithin the Indian community in econom1c

~r

A

>
-
oy, v

procurement needs. contr1buted to its qgilization. Pres1dent Nixon 8

stress1ng the goal of Indian contrql -of

Ty Feat
2
L &

-~

e message on Ind1an affal.rs,l'19

-
[ .k
> "

- /

The Buy Indian- Act is a prov1sion enacted as Set. 23 oﬁ_the;;!
. Indian Appropriatioanct of June 25, 1910. The pertinent ortions
of the act state: !'So ‘far as may be practicable, Indian abor, shall . -
be employed and purchases of .the products. of Indian in ystry’may be . .
made in the open market at the direction-of the Secretary of the '
5 Interjor,” 36 Stat. 855, 25 U.S.C., §& 47.~ The Secretgry of HEW's
authority to operate the Buy Indian program is inh;;ent with, HEW'
6

v

118.

»

t

responsibility for the Indlan health program, whicl/ was 1n1t1a11y L

operated by the Interior but transferred to HEW by Stat. 674,

42 v.5.C. 2001- 20043 and’ Reorganization Plan No. 3 of Y1966, 42 . .
v.§.C. 202. o
119. For the text of the President's message/on Indian affairs to

the Congress on July 8, 1970, see Weekly Compilation of Pfesidential
Documents (July .13, 1970), pp. 894-905. : T

63 !
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the 3400 mllllon annual Federal expendrturef for Ind1an programs.;
and Exe ut1ve Order 11458 120 prov1ding organization and policy »
directio for m1nor1ty bus1ness development, gave added. impetus. to .

,full"implﬁzentatlon.of the Buy Indlan.contractlng authority.121

The Buy Indian program oéeraxes within the framework of the 'T L

- '] .
/ . regular procurement activities of BIA and IHS«and«hag\no d1st1nct <"
' oréanizatio or staff. Regular contract1ng offlcers, gulded by;the

and regulatlons to the area offices that have purchaérng authority.

) N 1’ } \‘ . ¥ .-
o » . . 1 . i L .

- . .3 120, EXecutlve Orde¥ 11458 (Mar. 13,, 1969) o . :
121. Staff 1ntervieﬁ’w1th a former ‘BIA contracting offiCer. . .

122, The 11 area off ces dre located in Aberdeen, S. Dak.,.Albuquerque,'
*  N.Mex.; Anadarko, Okl .3 Billlngs, Mont.; MiAneapolis; Minn.; Jufiedu;

Algska; Muskogee, Okla{, Gallup, N.Mex.; Phoenix, Ariz, ;s Portland, AOreg.,

and Sactlmento, Calif. “The three central purchasing facilities are N

[ O; . -

a,

) the Indian Technical- As sistance Center in Denver, Colo., the-Division
. * of Plant Design and Construction in Albuquerque, N.Mex.;-.and the Field -
B 'Serv1ces Division, ulso 1ocnted in Albuquerque. . j . 2

‘ ‘ 123. The nine area offices for procurement are in Alb uquerque, . Mex.,
: Window' Rock, Ariz.; Aberdeen, S.Dak.; Anchorage, Alaska; Billings, Mont
Oklehom Qity, Okla.; Phoenix, Ariz.; PortlanZ; Oreg.;; and Tucson, P
Arig. L T~ e ' '




o . oL, . L .
Since the Buy Indian program is a direct contracting effort, “BiA’ 4 .

<

and IHS contrq;tlng officials have'the authorlty ‘to negotrate pract;-

»

‘ﬁal}y all contracts with Indian firms., Before the procurement neéds -,
of these agencaes are formally advertlsed, the contr@ctlng offxcz

‘are expected to ascertain whether any Ind1an firms "can produce the ! £§7
%)

needed goods and -services. If S0, the officers may negot1ate contracts

»

14

directly with the flﬁhy' but, when two or ore gedlan f1rms are found
'fwith the capabllitles fé% fulfilling a contract,”competltlve bids are
"requested\from them and a contract. negot ated erh the lowest bidder.
| . The nuiber ?nd“value of contracts negotfated througn the: Buy :
Indian program has 1ncr€’/’d steadily., For -example, in FY 1968 BIA
2 ' est1mated awards at $6 milfion. and, in FY 1972, the BIA awarded $63.4 & _
~ m11110n in Buy Indlan contracts-‘.124 In FY‘1972 the - ‘two agencies
awarded about éOlperc‘ of their dollar volume through the program. ’ b
g (See‘tabfe 12. )“' ‘ ' l
- GOALS _AND OBJEETIVES " ‘ . ‘

- " P - i N
Despite 'the lncreas1ng volume of ¢

ntracts that the Buy Indian

program has directed to Indian tribes and fitms, the absence of well-

£l

/AN

3

T —— X,
R o

\ art1culated goals and performance,measurements, along with a lack of

program coordinatlon has limited 1ts effectlveness as a business
¢ "

. N f -

development" pgogram. S e . Qu

* i

., The Buy Indi:j program is not des1gned solely as a- bus1ness

- development progr although the BIA manual states that one of its

goals is Indian busLness developglent.125 TheomAnual emphasizes: (1) :

3

~

assistrng in estab11shment of Indlan bus1nesses for the promotlon of
Indian employment opportunitles, (2)=prov1ding markets for\the pro-

S ducts of Indlan 1ndqstr§' 3) pnovnding bu¢1ness training and experience;

-

‘and 4) developlng cbntract bfﬁalng and negotlating skllls. IS has ) ?;’
. * o
"nbt stated goals for\its program. ./ L \\w\ S Y
{ T "\‘_ L. “ ~ / ‘ ‘. - éﬁ‘ : ’ / -
‘. = ﬁ P ’ f

o 124, Responses to ghe EﬂmmISSIOH s Special Questlonnairebto Selected o
'Federal Agencies - Regardlng Procurement "Activities Under he Buy ’

;  Indian®Act. . . _ .
"' 5i%5. 20 BIA Manual Sec. 5.6. . /(/A, - e .
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Each agency 1s responsible for operatlng thef uy Indian program
| .

> through its central and area contract1ng ofrices._ Decisions ‘regard-

.\ ing when and- for what purpose “he Bu, Indian autvorlty is to_ be used

however, are delegated to the areﬁ offices within each agéncy Each
purchaslng off1cer may ass1gn d1fferent priorltles to the use of the
author1ty, :aus1ng the operation ofﬁthe prograh to vary widely among’
¢ . area off1cet as well as betwee he 0 agenc1es.: For exariple, the
: ’~, *Buy Indian’ snare of the total contract1ng effort of selected IHS
area off1ces ranged from 16.3 to 21.4 percent while in seleéted‘ﬁIA
‘.off1ces it ranged from 19.2 /to 42. 8 percent.126 .
CONTRACTS*AWARDED THROUGH THE BUY INDIAN PROGRAM . ?

_‘,’_—a——"*-%
8 Buy-Imdian ¢ontrac: aﬁ'rds are, overwhelmingly concentrated in
v serv es. n! fact, th1s concentration is far greater than that for
\
. . miporities 1n general déntractlng officials tontend that there are *
” :

few constructlon and man facturlng,awards because there are few Indian
‘firms. 1n those rﬁdustrlél c1ass1f1cat10ns. But since\there are no

°b data on the 1ndustr£a1 dlstrxbutlon of Indian firms, the validity of

. . this contentlon canno be assessed (See table 13.)

.. 'Thé Buy Indian, program has also awarded more contracts to Indlan -
‘tribes than to comme c1a1 firms. Table 14 shows the distribution of
‘contracts between t}1bes and firms for several area off1ces.127 if
this pattern is typical of all Buy Ind1an coptractlng, less than 10
‘percént of Buy Indian contracts are awarded to commercial firms. = o

&
.\

~

e * -126. Calculatlons based on f;gures prov1ded to the Commission during
dnterviews with area,officials. Some figures are est1mates based on
.data kept informally by contractlng officers. , .

¢ 127. Figures are deriyed from £ile material ‘provided by BIA and IHS
area offices. The CommlssionrstaffAV1S1ted area offifes in Window
. ‘Bock, Ariz.; Sacramepto,. Ccaliif.; Albuquerque, N,Mex.; Aberdeen, S. Dak. ;
~ and, Gallup, N.Mex., but only the.flve area otfices 1n ‘table 14 were
‘ abfe to supply data. . ‘ . !
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/
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TABLE 14. /BUY INDIAN CONTRACTS AWARDED
AREA OFEIGES COMPARED TO TOTAL BUY ENDIAN

»

4
R N
R i -

.-

70 COMMERCIAL FIRMS IN SELECTED.
CONTRACTS, FISCAL YEAR 1972 ~

Ay

§
Contracts Awarded to

-

A

: / Buy . Commercial Firms .
Qffice Indian Contracts é?ouﬁt Percentage
Sacramento BIA $ 949,000 % 0 . 0% ;
'Albfquerque BIA 2,4005000 605,385 25.2<
Window : Rock - . . . S
JNavajo) BIA 25,737,501 . 1,791,498 7.0 T~
Albuquerque IHS 401,653 31,832 7.9 T
Gallup, N.-Mex, : .
*(Ngvajo)fIHS , 1,500,000 . 53,547 3.6
Total 430,988,154 $2,482,262 T o8l
— B \\g
. “
*Figures are estimates for fiscal yearK1972 5
E x 2 -
- N .
Source: Commission staff interviews with\grea offices. B
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Contracting with tribes basically provides a-means for trans-
ferring control of the program to Indians and also enaﬁles Indiansg ..
to develop business experience, Nevertheless, Indian fit%% need a .
greater share of the contracting, ‘\ ‘

CONTRACTING PROCEDURES O\ : - R

The agencies responsible.for 1mp1ement1ng the Buy Indian Act-

have not developed comprehensrve or uniform contract1ng‘regu1atlons.

BIA has 1ssued @ manual on the use of the Buy Indian Act 128- but IHS

has only 1ssued an interim pollcy statement 129 The regulations pro-

posed by IHS consist S1mp1y of a statement of its ex1st1ng pract1ces.13'~0
. Deficiencies in Buy Ind1an contract1ng procedures are similar in

manx respects to those of the 8(a) program. 1In part1cu1ar, ‘procedures

for se1ect1ng firms to participate as contractors and for se1ect1ng )

contracts to be negotiated under the act reveal -crucial program weak-

o

Sélhctlng Firms to Part1c1pate .as Contractors in the Buy Ind1an Pro ogram

»

The Buy Ind1an Act does not state any specif1c criteria for
aeterminlng wh1ch f1rms are. e11g1b1e to negotiate contracts, except

that the items purchased ‘must be thé product of Indian industry.131

. K
o - ! . ’ H

128. 20 BIA Manual (May 21, "197’1) ) , o

129. The “Buy Indian Act" Interip Policy Statement issued by the
Deputy D1rector of IHS, Feb, 1, 1972. .

130, Published in the Fedéral Register, Feb. 1, 1973., A final
regulatlon has hot been publlshed és of this writlng. s,

131. Thé BIA, hanuaL‘restricts e11g1b1e Indians to: '...Any Indlan .
tribe, puebl band, group or community recognized by the Secretary of

the Interlor4 or any individual or groups of 1nd1v1duals, 1rrespect1ve

of ‘the degrée of Indian Blood, recognized as Indian by the Secyetary

of the Interior or the’ Indian tribe with which they c1a1mnaff111atlon. ’
The product of Indian Industry is anything produced by d business - .
organization 100 percent owned by .Indians which .requires gkill, laber -

or 1ntek1ectua1 -effort." 20 BIA Manhal 5.5 A, B.. s '

-
*
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The BIA¢manual and- proposed regulations of the IHS are considerably
more restrictive; in—that they require that firms be 100 percent
Indian-owned togqualify for the program. " s

Procedures gdverning the se ion of f1rms for partic1pat10n'1n

IHS.‘ The Bureau's manual’ states.

+ . rl

Each contracting officer ghould catalog. prospective . .
. Indian contractors by the type of "products of Indian
- 1ndustry" each can prov1de so that negotiation 0 of
i contracts can be expedited when needed, -.This [Ficl
. data should be exchanged between contracting officers
. so that it /s1c/ can be given the widest possible :
,application in the normal competing area consistent
with’ these requirements. 3

K

The BIA manual “also requ1res that f1rms submit proposals before

‘negotiating a contract, 134fbut the IHS has "no comparable procedures.

Developing Cataloggfof Prospective Indian Contractors { ' ’

T The Commission's review..of contract1ng operations in selected -

¥

'BIA offices revealed that the provision of the manual thag requires L

- e
.contracting officers to prepare catalogs of prospective Ind1an con-

tractors is not being un1formly amplemented In fact, most area

¥
n'"

staff This means that most Indian f1rms are enrolled in the Buy - ﬁf&

S -

Indian Program under BIA through their own initiative,

.
l

. IHS does not require its .contracting. officers ‘to compile lists of 1

Indian-firms,135 and, unless area officers initiate them on their own, -
P no lists are compiled. ’ , N .
‘-s”: ) & % = 7 R
” H§l32.%'See BIA Manual 5. 5B, See also Sec. 3-4, 5703(a) of HEW's pro-

”‘5 posed Negotiated Procurements Under the Buy Indian-Act, regulations
published in the Federal Register, Feb. 1, 1973, See also the interinu

k3

. f« policy.statement referred to in note 124. . Lo [ -
+©" 133, 20 BIA Manual 5.3.. = . . oo
134, Tbid., 5.9A. - Lo

i
|
© 135, "IHS's Response to the Commission s Special Questionnaireftoi
'.Selectgd Federal Agencies Regard1ng ‘Procurement Activities Under The

2

Buy Indian Act (Aug. 21, 1973) -t . ;

- o VY
- . v “




to those used by, BIA. ) . .
\} .

72 . . | .
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Distribution of Information on the Buy quian,E:ogram
/Bi& and IHS have not adequately informed Indian firms of

contracting ogbortunitiés afforded by the Buy Indian program. BIA

reported that '"all Indién tribes and known Indian, organizations

were furnislied copies of the BIAAMandgl, which explains the contract-

. . . 13€
ing process,'when it was issued."

The manual, written in technical
language for contrggting specialist§,;pr9vided the only comprehenéive‘
written information on the program for Indian firﬁé by BIA. IHS )

stated that it passes out infoimation 'by meegings, word of mouth, and
written materials.”137 '

. . -
Only 2 of the 11 firms participating in the
Buy Indian program that wefévinterviewed by Commission staff stated
that 'they had learned of the program th;ouéh information disseminated.

by the BIA or IHS, The other nine pbtained their information by

. ) X 7
. independent research or from relatives and non-Indian business

associates. The failuic,of the BIA and IHS to distribute information

on the- Buy Endian program may accouht fu.: the small numbér of Buy

.-

Indian. contracts with commercial firms. ' ,

-

Selection of Buy Indian Contracts
: :BIA has three criteria for determining whether a contract should

be.negotiatéd under thexﬁuy Indian A¢t. The product or service ‘to be
purchased mist Le a product of Indian industry, the contract must )
provide an econbmic bénefit’to the Indian co;tractof, and an Indian
firm or tribe must submit an acceptable bid. R

. .f}fs has no‘i:,' published guidéling‘s ‘specifying criteria for select~

ing Buy Indian contracts, but several of the criteria used are similar

*

.
J M H
o . a

136. . See the BIA's kggpénse to the bommission's'%peéial Queéﬁionnaire
to Selected Agencies Regarding Procurement Activities Under‘The Buy
Indian Act (June 25, 1973), I

137. 1HS Pé@ponse,fo the Commission's: Special Quéstionnaiye to
Selected Agencies Regarding Procurement Activities Under ﬁpe Buy
Indian Act (Aug. 21, 1973). /

. . /
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Products of Indian Industry» The BIA defines products of

Ind1an 1ndustry as anything "whiéh requires the use of labor ok N

1ntellectual effort produced by a b&siness\organization wholly owned

by an Ind1an 138" The manual® specifies supplies, equipment, food-

stuffsx‘maintenance, and’ construction.13-9 ) _ '
IHS has no comparable 1nstruct10ns, so, its contracting officers

must use the1r own discretion in determ1n1ng whether items to be

.. purchased from -an Ind1an firm' are the products of Ind1an industry

* definition, the megotiation of contracts forvmaterials and supp11e,‘~ﬁ_mﬂ

There are at least two major differences. in the def1n1t10n of 3

products of Ind1an 1ndustry between the BIA and IHS Under the BIA

s

‘ from'Indian distributors is permitted regardless of whether the pro—

&

ducts are manufactured by ‘Indians. But, in contrast under IHS's more

restr1ctive definition, distributors qualify for Buy Ind1an contracts

- w1th IHS only 1f the product ‘they dl"trlbute is made by Ind1ans.140

Second; there are d1fferences among regiondl offices. Some IHS
-area contracting officers negotiate construction contracts with
Ind1an firms, white otherscrefuse to do so. For example, under a 1970

decision of the Chief, Office of Brocurement and Mater1a1 Management,

) Health Services and Mental Health Administration, contracts for con-

struction—could not be negotiaéﬁd under the authority of the 3hy L
Indian Act.141 éubsequently” nowever, the Chief of Procurement and
Material Management advised -area office directors that the restrictions

on negotiating construction contracts under the Buy Indian Act "could

d <

138 20 BIA Manual 5.5B. - i

139. 1Ibid., 5,11A (1). -

140 "Conttacting Under the Buy Ind1an Act,'™ memorandum of Feb 11, 1972,
from Director, Office of Procurement and Material Management Health
Services .and Mental Health Administration, to the contracting officer |
*of the Oklahoma City IHS office.

141. MEligibility of the Jack Boyd Construction Company Under the Buy .
Indian Act ..." memorandum from Acting Ch1ef Procurement Branch, k
Office qf Procurement; and Material Management Health Services and
Mental Health Admlnistrption, to Robert Jacoby of HEW (June 26, 1570).

s f <, 90 . M
o . ), R

*
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42
be removed 1mmed1ately."1 Area contracting off1c1alsshave inter-
preted this statement as g1v1ng them discretion in determining whether

construction contracts are to be negotiated under the program, Thus

¥

‘the Aberdeen Off1ce negotiates construct10n contracts Junder the Buy

Indian Act, while the Albuquerque Office refuses to do so.

.

A}

the class1f1cat10n product of Indian 1ndustry" would result 1n an

increase in the goods and serv1ces thdt could be purchasedﬁthrough
_the Buy Indian program. A natural*effect of this" ‘would be the
am. £ natu:

part1c1patron*of'more Indian firms andetr1bes in the program. 'Also,

The inclusion of ‘more categor1es of goods and. servicéds within

development of cons1stent policies speclfying which goods and ervices

can be purchased under the Buy Ind1an authority would e11m1nat7 some

of the confusion.

Econom1c Benefit to the Indian Contractor. Whlle BIA requires

‘that contracts prov1de economic benef1ts to prospect1ve contractors,]'{"3
IHS does not, However, IHS does permit contractlng officers to award
contracts that will create employment opportun}ties for Indians‘.J:44
Néither BIA nor Ids has developéd procedures to assure that
dec1s1ons regarding econom1c benefits and employment -opportunities are
made un1formly. Consequently, contracting officials base their
\\\ dec1s1ons on rhelr“own judgments .or rely on other’ officials, includ-~

&ng reservation superintendenbs add program officials who generated

the contracts, , ' ¥ .
I .% h * :\
S A . \\

142, Inter;m Polch for Negotxatlon of Constructlon under Buyxlndlan
Act, Aberdeen Area Indian HeaLth Service (Oct, 9, 1970)

_ 143, 20 BIA\Manual5,9A, = ' .

144, “"Buy Indian Act,™ A Statement of Interim Policy issued by the N
Deputy D1rector of IHS Feb, 1, 1972. . )

]
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Determining Acceptable Bidss 'After a contraqt has been set .

as1de for award through the Buy Indian program, it is awarded only
-+if an acceptable b1d is submitted 145 Again, neither BIA nor IHS

has -issued guide11nes def1n1ng what constitutes ‘@n ‘acceptable bid., !
Some contracting officers 1nterviewed by Commission staff accept

o reasdnable prices while others accept only competitive prices., The

latter is generally understood to mean’ the pr1ce for wh1ch an item

would be purchased 1f\a procurement need were “formally advertised.
The compet1t1ve pr1ce'max be based on the price history of the
item,146 current prices quoted by firms s211lifig the item, and the
7’ . contracting officer's allowance fot infletion, ‘but ‘a reasonable price
may be higher than the compet1tive price,

The justification for accepting a. reasonable bid is that ‘the Buy
Indian program does not authorize the payment of a business develop—
ment expense to the contractor. Thus, if a higher pr1ce than the

»

competitive rate is accepted, it 1nc1udes, 1n*effect a bus1ness
development expense. v <t

. The contracting officer in one of the five BIA .and IHS offices
questioned about pricing p011c1es §tated that he requires
competitive bids. All others accept reasonable bids,. but they differ
on their pric1ng p011c1es. For example, wh11e the contract1ng
officer in BIA's Aberdeen Off1ce accepts bids 15 -percent above the

icompet1t1ve pr1ce, the NavaJo IHS officer does not accept bids that

exceed the, compet1t1ve price by‘mofi_fhﬁﬂ_é_EEEQﬁntr-—Ehe—Navaju—-*
_mé_,BIAcofficer~does’ﬁ6f’5§§e*his determinations on percentage but tries
to negotiate a price as close to the competit1ve pr1ce as possible.

3 -~

Y

. 145, Ifgno Indian firm or tribe subm1ts an acceptable ‘bid; the
¢ *  contract is usually -awarded through the competitive process.

146, The price hi§tory'is usua119 a record of what the agency has’
paid for identical products over.amperiod of time, It would include
“the last' price for which the item was purchased.

. - i
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T TECHNICAL ASSISIANCE FOR INDIAN FIRMS AND’TRIBES °
‘ ) ~ BIA and IHS provide lit'tle techfiical assistance to Indian

7 ~firms and tribes, but the firms are e11gib1e for asgistance from
SBA and OMBE-funded organizations on the same basis. as other m1nor1ty ‘
‘flrmsu BIA ass1stance is slight because its, manual expressly
proh1 its the provision .of techn1ca1 aid to firms and ‘tribes that
are p eparlng*propgsals Or negotiating contracts under,the Buy
. indian Act,” The manual states that to do so ''would pfﬁZZ the Bureau .
; . in the position oﬁ'negotlatlng ‘the -contract with itself "1*7 Even
after a contract 1s,awarded ne1ther BIA nor IHS is staffed to -
————t provide\ the wide gange of accounting,. management, and marketing
' asslsJance essent1a1 for strengthenlng and develop1ng Indian firms,
i © . OMBE has funded eight nonprofit Indian business development . o
e organlzatlons with a total a110cat10n of $1,128,000. OMBE officiais . e
“ ‘admit, however, that the mAJor emphas1s of these programs is on :

assisting with loan appllcations. _

re .
< -

&

< P 7 - . i

-

“147. 20 BIA Manual 5.13C, — < e
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T W ’ THE MINORITY SUBCONTRAGTING PROGRAM . -
The minority subqontracting program is based on a requirement that
certain Federal, contracts- 1nclude clauses direct1ng Federal prime‘*‘ o -
contractors to attempt ‘to utflize minority subcontractors. Its, purpose
1s.to 1mp1ement the announced “Federal policy of maximizing opportunities

- for the.participation of minotity firms. in government procurement.

» -

“ -When a contract is valued at $5.,000 but less than $500,000, the

prime contxactor must uses his "best efforts” to provide subcontractang

+

opportun1t1es,for m1nor1ty firms. 14? When the contract is for $500,000

or more and offers "substantial subcontractlng opportunlties " the prime

contractor must develop an aﬁfirmatave action plan to ensure fair don=

¢ 150 .
sideration of m1nbr1ty firms. as subcontractors. T,

In the affirmative action plans, requi ed 1n contracts of $500,000

" -or more, prime contractors must : (l) design te a person to administer
the‘minority ‘business development program; (2) consider the‘potential of
known' minority.firms to produce I needed goods and serz;ces, (3) 1nv1te
bids from minority firms, %) ma1nta1n recordg oﬁ\procedures employed to

*  involve minority flrms; "and (5) describe efforts to 1dentify minority
e firms and award subcontracts to thgnu Major contractors are also

required to cooperate with government contracting—officers by submitting
reports and participating in surveys and studies as requested. ‘
’A Each Federal agency is required to monitor its contracts~to'ensure
i compliance with the‘minority subcontracting clauses, and OMBE is*respon-
sible for overall program coordination, includ1ng the development of
comprehensive‘lists of minority firms,. While contracting otficers in

* . . . '!
.

_— - . + - a

148. 41 0 F.R. 1-1. 1310 L 32 c. F R. 1-332.1. .

149: 41 C.F. R.,l -1.1810- 2(a), 32 C.F.R. I-332. 3(a). e °
150. 41 C.F.R. 1-1. 1310~ 1(b) 32 0.F. R 1-332(b) S .
. 77 R v '
i * 94 “v N
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the varlous agenc1es are reﬁponslble for mon1tor1ng ‘the minority . k

\ - ]

- Subcontractlng c ause the, agencles "have ever been‘alchaEed «the
|

- PROGRAM GOALA AND, OBJECTIVES . ; - / Y R

Low S
1 ! ? :
Though -the Interagency Commlttee nas not developed comprehenslve 7A

Ela \

procedures\for m1nor1ty subcontractlng, it v1ews the program as a means

fQ; 1ncreasing the partIClpatlon of m1nor1ty flrms in large manufactur- s - #
1ng,,research andcdevelopment, and constructngn contracts. L. :

) Ideally, maJor contractors would work with m1nor1ty manufacturera ,/ ‘ .

———

“and suppllers to develop their expert1se and track records Addltlonally,
SBA and OMBE prograps could prov1de the opportunlty for practlcal rele- "

vant and’ t1mely as81stance to minority flrms.' But instead the progran .

"has consisted of llttle more than the Federal agenc1es relying solely on R

- Lt
ok

the, maJor prlme contraqtors to meiely prov1de 1nformat10n on subcontract-
x* A\ e : -
1ng opportun1t1es to m1nor1ty flrmsu \ N * R { '

.
o+

“ . B ——
o ~ . ‘

»  THE :AVATLABTLITY OF DATA T : R

»

7
that they »ad not established systéms®to collect relevant and reliable-

Nine of the lO Federal agencles surveyed by the Commission reported ‘f

1nformat10n on m1nor1ty subcontractlng. 151 For example an HEW qgntract-
1ng offr%er reported tha; efforts to collectllnformatlon produced con- )

quIOH bedause the HEW system led some contiactlng off;cers to 1nclude ) ;'

-
!

151, Of the 10 agencies surveyed 9 are s"bJect to elép r the armed .
serv1ces procurement regulations or.the Federal procugément regulatiohs.
The Postal Service ‘has its own 'procurement regulatlons, which .do not .
1nclude ‘the minority subcontractlng clause. Sin esthe Commlsslon s .. e
. survey in mid-1973, the Environmental Protection ﬂéency has Qtarted ’ )
o collect1ng data- on minority subcontrarting. It should be npﬁed that NASA

and the Atormic Energy Conanission, (the Atomic Enerpy Commlsslon has become

°ﬁ pbrc of the Enexgy Researeﬁ\and Development Adm1n1stratlon), two agencies’

* not fncluded in the Commisslon s survey, also hdve procedures for collect1ng "
-data on m1nor1ty S bcontractlng. Finally,, the Interagency Committee! s s
Tasc Force on Procurement is attempting to develop a. standard- form to 'be

uged by all Federal agencies in collection*of minorlty subcontractlng data.

- ______;—*' - .
7 . “ P Y R € 1

+ o, .
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L4
1rrelevant 1nformatLon such as contracts awarded to cdmpanies with

:
“ ~) *

4
mlnorlty representatlves and' project dlrectors. .

) | Only the:Department of Defense provided data qn subcontracts \
- a

. awarded -to m1nor1ty firms by .major contractors. DOD pr1me contractors

Y]

. Wene requlred to begin subm1tt1ng quarterly reports on m1nor1ty subcon-
’ tractlng in January l973 S0 the data proV1ded cover only the th1rd and i\

"+ fourth quarters of FY 1973. Table 15 shoWs the’ relationshlp ‘between ) ..

. reported minority subcontract1ng and both small business and’total ‘ \
- -, A .Q 3 . . ta \ ) .

? subcontractlng T : "y . . . , \

Fod - Y )
3 . The 1dent1f1able mﬁhorlty share of 'DoD subcontract1ng was $19 mllllon ' ,
' or 0 3 percent of $5.7 Bllllon}forwéhe sécOnd half of FY l973 Mlnorlty *-3§

’\ .+ firms ‘received less than 1 percent of DOD subcontractlng with . small

e _

~ . _. businésses. ',’; T j' i . . , . X/
\
\

- +" IMPACT- OFTHE PROGRAM S e . .
: ¥ Statlgtlcs were not avallable tb 1nd1cate ‘the impact of the program;

i

> but, fron all 1nd1catlons, it has falled to substantlally 1ncrease either

y the numbers or dollar amounts of subcontracts awarded to m1nor1ty firms. \
The program has not been well publlclzed in the m1nor1ty business ' §

.%»gommun;ty , Less$ than half of the 104 mlnorlty entrepreneurs 1nterV1ewed T
st in fact.'even knew of .the program's ex1stenée, and only" 2 of them - ‘con~ "‘ t,l

51dered it helpful 1n developlué ﬁlhorlty bUslnesses. Several bus1ness‘ j
development offlclals were unaware pf the requlréments of the minority }

) * subcontractmng clauses, and contractlng ¢fficials 1nterV1ewed by ‘the
o7 COmm1s81on 1nvar1ably complained of} their lack of staff resources ‘and
enforcement duthority to 1mofement the p;ogtahaeffectlvely. B r/ . 7

o v The 1neffect1veness of the program may also be traced to several ] i

i
llmltatlons in the regulatlons that| require affirmative action plans j . %
from tontractors on c0ntracts of $5p0, oh0 .or more, requfbe qnly m1n1maJA l;
‘»recordkeeplng, and, exclude enforcem=nt procedures. Other program'Weak-J' 5
nesses*are“attrlbugable to tHe fallure of the agenC1es fully to 1mpEe— 3
ment the,programs. Only‘2 of the 1D agencies surveyed by the Commfss1on;

\ . * . \ S . T

~
.
—

EMC ) ) . s ! . B ‘ ) - | fﬁ

.- > ¢ N &

R e oo e . e e

s . . N . }Ln e e e e . m— * ¥ N
. * ~ - 7 3 . ,




. - b
Ty ..
* -
B , et/ N . . \\w«mcwunma ,.wmo ucwEuuwan amwoﬁruwm Hwo.num.numum umo.usom. ~
* D4 - N - ri\ -
.q.\, , .- i i 2 . p, ..o. ... - b - ,H - y N - oi..\., ., . w
- :, \ . * . .4,. ” w_ . ..., ) [ - -* - " N k] .
: - €€°0 -+ 7 88°0  000°000°6T & . _%,.ww .oo,o.ooqf.ooﬂu “§ . ogof 000° oﬁ ‘¢ 9 “ ~peaor 7
=) . . a : , . : ‘ . ~ o
2 o - , . L _ o i
’ AN 00°1 000°000°1T . 0€°2% * ~ 000000 oo,m T T, 0 0¢ ooo oww Z .uwd.u‘msc yay -
. - " . *
) . - S f R . —w v
. 92°0 08°0 0000008  § Lz ze _,, 000000 P00*1 w __000%000° 00T “€ 5. umuug& pag.
% - jejoy/ wum.sm Mwmcﬂmwm. ‘umwlwaﬂl.wﬁ.,\ fesor ¢ ° .ucsnrwd ne muumuuwwuvfnﬂml/:i_
R 1~ TTeds 3o . : go. "~ - /h o Te3oy, ! -
wwmucwouwm . wwmucwouwm . wwmuaguwm , o h N » T
) i - e L i , AN y
wu.msm mmwaﬂmsm »uﬂuoaﬂz wuwzm:mmmm.mfmhm Trews |- <. - . .9y
- ] 5 — /J . " o !-lvlvlel.+;f l..;V. :.-a. \/ . P
e S R i N . . . /!/..f. I T s \L
S o ) m&&. ST e y ‘
- R . o i ~(\ | (6L6T Ad 0 mmmaﬁsi .
HIY ARV QMMV SSANISNE TIVAS HIIM SN @Mmm.zoogm Qz.,wk UZﬁHoﬁmHzoomDm mym/om.ogzooegm w
aoa TTV HIIM QTIVAROD mzmH,.H ﬂﬁxozuz HLIN zHaoéazoom:m (SYOLDVHINGD HWIYA S, aoa_ &1 mu L
/\/ . . ' /,. . . ,1.1.\ o~
. s SO SeEe—— .
. e LU S e B -
- »\,sJ\W\‘\w“s w . T \.Cm
/‘ * ®r . . &l W
N S . * ]
. - N ...v./. - ¢ Evﬂ
) E‘ Lc/‘, . \. , ol ./,/a/! . _ %




b

| / X
.=#DOD and HEW--have.estah}lshed rev1ew procedures, and only 1---HUD---15

h;s developed a comprehens1ve "and reliable 115t of minority firms capable
'a,‘,... .

L1m1t/ng—aff1rmat1ve action requ1rements to contracﬁs of $300 000

j/pal

for FY
1972 but reported over 20 000 cgntracts rang1ng from $5 000 to $500, 000

< -

1

of performlng ds subcontractors..

-

or more exempts most Féderal contracts. For example, f1ve Fede

agenc1es est1mated a total of 667 contracts of $500, 000 or mo
153

Thus, for every contract requ1r1ng affirmative subcontract;ng efforts, at

a

least 30 were exempt.

The rnglatlons requlre/v’ry 11m1ted recordkeep1ng by the prime

tion Agency reported that it is in the process of formulat1ng such pro- '

~

/‘.

= o

cedures."
L4 .

The rezulations have no prov1s1ons for compelling contractors to
The absence of ~

Though

comply with the m1nor1ty subcontract1ng requirements.

3 -

enforcement procedures 1mpa1rs the effect1veness of the program.

* two of the contracting officers were of the opinion thdt they had author1ty

il -,
to defau{t ‘the contractor ox noncompllance, neither had done so e ~

&

ven
though they admitted, dur1ng\the course of the1r interviews with CdéhlSSlon

staff, that several major contractors were not in compliance with the

.

>~ 3
K
v,

{
*

!
minority subc0ntract1ng requlrements.
{
Procedures fbr agency revgew of contractors

-

comp11ance with the

requlrement are pxactlcally nonexlstent Agaln, of the 10 agencies

surveyed, only DOD and HEW have estab11shed such procedures. DOD and HEW s

!
o~ hd \_ “ e v
N

. 152) The HUD compilation is a 11st1ng ‘of all mjnority cons ruction firms
~in each of 10 regions. The listlng gives the name, race ( ut not sex),
and experience of the prlnclpals‘of construction firms an f the locatlon'
* ™and 11cense information of: the firms. i

153. The reporting agenclesjwerq the Env1ronmenta1 Protgstlon Agency and
.- the Departments-of Agriculture; ﬁransportatlonq Health, Education, and
Werfare and Housing and Urban’Dévelopment

-

Aruntoxt provided by Eic:

/ contractors, but\only Z of the 10 agenc1es surveyed (DOD and HEW) haveﬁjx’(’/<,,’/’i
developed procedures for ma1nta1n1ng records. The Env1ronmenta1 Prjte - . :

*




“was either the Office of Federaf Contract Compllance 1n the Department

!
) : . o+ i - i
small business specialists ™onitor contrdctors' comp11ance w1th g
subcontractlng clause by monitoring quarterly reports submltted y the -
cortractorss Contracmlng off1c1a1s in the other agencles dld no know

-

e £ 154 .
who*was respons1b1e for monltorlng conpllance but assumed that it .

of Labor or their own civil rights.offices, Slnce mon1tor1ng respons1- .

. bilities for mlnorlty subcontract1ng have not been asslgned to the

«

-

ERIC

Aruitoxt provided by Eic:

_155.A In response t¢ this cr:tlclsm, OMBE Dlrectur Alex Armendarls

Offlce'of Federal Contract Compllance by statute:'regulatlons,.or
JExecutive 6rder, neither OFCC nor the agencles _contract compllance” .
officials are enforclng comp11ance with the requ1rements.

" The key Xo the success of the program is the frequency with which ,

contractors determlne that their government contracts offer substant1a1

opportun1t1es for subcontractlng, as the regulatlons direct that*the IR
contraetor, not the agency, determlnes whether there are or. w111kbe < .
subcontractlng opportunltres. Yet, agencies have n8t established L -~-\_>
¢riteria to guide the contractors in fulfilling their obligations under-' ‘(ﬂfv
the minority subcontractlng prog fam, T 2 : ' ) . N
Finally, a11 existing 11st§ of minority firms. are limited geographl-‘ka oy
cally or by 1ndustr1a1 c1ass1f1catlons. Prime contractors, Federal small A

>

buszness spec1a11sts, and contracting officers blame OMBE for not carry- Y

1ng ‘out 1ts respons1b111ty ‘to develop an adequate and accurate directory ¢ —-~—

155 | . -

> 7

of potent1a1 minority contractors.

“

Several.Eederal agencles and maJor prime contractors have developéd

6

and published thelr own source 11st' The Department of Housing and Urban

»

Development s directory of all m1nor1ty constructlon~re1ated firms, which
~ +

1547 The Bostal Service® does not have a m1nor1ty subcontract1ng program. o
. \’i

‘asserted "...OMBE has compiled.a rumber of buslness directories and funded ..

the distribution of a number og\comprehenslve directories mentioned 1n§ ‘ 'f

your report, For ekample OMBE funded a National Directory o Minority v /

Manufacturers aild a Directory of Minority Professional and Go 1sulting .

Firms that was distributed to every contracting office throughout the /

country,'” Letter to John A. Buggs, Staff Director, U S. Commlss*on Qn »g\
j

Civil Rights, Dec. 16, 1974 v PR
. ' o ;z’ /A /
/ - t. /
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, »lists over 5,000 such firms, is_the most Comprehensivé_listing'that the,

C@mnission encountered, The directory published by McDonnell Douglas
Corporation, for example, is’ one of the most comprehens1ve although’ 1t
does not identify the race or sex of the owners; 156 - and the Minority

Business .Opportunity Committege of the Los&Angeles Federal, Executive

. Board, in conjunction with the Jet Propulsion Laboratory, 1mp1emented a

WJ:EEE :
- 0 ¢ . >
.

1

program to,identify.minoritykfl :s, verlfy their capab111t1es and d1s-

N
formation on thém to corpofate~and govern-

j
'ment procuremept off1c1a1s. 157 OMBE has developed and d1stributed

tribute régularly up-dated i

. directories of m1nor1ty manufacturers, consuiltants, and media fixrms:
Another tool agency contractlng speclailsts could use to encourage

prime contractors to subcontract more to %ﬁnorlty firms is contract

negotiations, but they hLave not 'done , s04 Federal agencles have not nade

fu11 use of . the prOposal evaluatlon process for competltlvely negotlated

cost~plus contracts to further the m1nor1ty subcontractlng program " As

contLacts'wformaf’advertlslng with competitive b1dd1ng, negotlatlon with

stated preV1ously, there are three baschprocedures for awandlng Federal. .

compet;ng firms, and negotlatlon with only one firm, In negotlated

contracts, agencles may permit payma Wt of cost plus a fixed fee, an

.

incentive feé, or a fixed price. Generally,,agencles use cost~plus

when they "w1sh to motlvate the contractor to apply'hls efforts towards
8 - ot

15 B 1 . e
spec1f1c eléments of contract performance,” {

J ]
156. See McDonnell Douglas. Corpoth;on Minority Business Enterprlse

Directory (July 1, 1973). The dquctory lists minority firms (not by
race or/sex) by the goods or services they provide.. . Thé flrms are also
,cross-class1f1ed by States and cities. . ‘ Y

157. This effort has produced a 1arge document the Mlnorlty Business
Capabilities Survey, which cross-references firms and products and
announces the availability of mlcrofllmed data on the firms. ® .

i

¥

;

|
'
i

158. Report on Government Procurement, vol. 1, g{ 21° .
- > B F— : . ¥ s '
[ o
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Aruitoxt provided by Eic:

'.' . *
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/
But these agencies have neitRer requlred their
contrqctlng officers to consider the contractor's hlstory of mlnorlty
aubcontractlng in evaluatlng contrac lbJ.ds or proposals- n&r con51der d a
good/mfnorltv subcontractlng plan-as

I
11

L factor in the determlnatlon of
the’contractor s fee or profit. '

W
.

In’ the final analysis, however,.t e prlmary def1c1ency of the

m1nor1ty subcontracting programqgs\that 1t has not been fully i 4emented
‘by the agency contrdeting offlcers and!major government contractors. All

1 5
" too ofténm, the afflrmatlve subcontractl g efforts of maJor corporations’
cons1st of littfe more than publlshlng'

A

itatements that they offer sub-
& .
» contractlng opportunltles to m1nor1ty f

firms .
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- “ - \ '~
- . INTRODUCTION // ” )
s 0T e ) - . E\\“\, /

35 bllllon mo} eothan was

&

tate and local purdhases * .

serv1ces from the private sector.1n l972
spent by the Federal Government. These

amounted to 5.5 percent of the gross national produ%t in 197

) Mlnorlt and female -owned firms, h wever received Jless than. seven- R
o tenths of 1 percent of all contract1ng dollars spent by those State and v v
local governments that provided data to the Comm1ss1on during a syrvey .;f ..
160, . . L
taken in 1973, T . - . 7
- l / 3/,

o8 The ‘same problems encountered by m1nor1t1es and women seeking -

’ . Federal contracts occur at the State and local levels Unilke Federal
procudgment however, Stadte and local purchases for supplles are’ 1n
relatively small quant1t1es and may be from wholesalers or retailers,

State and local governments spefid far nore; proportionately, than ..
‘ the, Federal Government for conetruction, in 1973, 38.9 percent of the1r

-5 ~ - 3

e " contractlng'dollars as compared to 8.7 _percent by the Federal Government .-

« The reyerse situa@ion obtalns in materlals‘and supplles 161 The Fedenal o g
!
- Government spent 53.3 percent “of its contract1ng dollars for materials _
. [ o T T ———
'159.- U.S., Department of Commerce, Survey of Current Business, vol. 53, - -
__mno. 5. (May l973), pp: S- R 53 . — .
- ! .\"-—_ —., — = - _,‘_* . -

i , 160. Thé U.S. Commission on Civil Rights Questlonnalre to State and ‘Local
Governments Regarding /h/lr General and Mlnorlty Procurement Programs (OMB
Tt No. 115- -573001).. _The briginal questionnaire was sint to 50 States, 51 |
;- c1t19s and 36 counties. The cities selected were those whose Standard . o
) Metropolltan Statlstlcal Area included at least ,500 minority-owned firms -
in 1969, excluding establishments in retail trade, flnance insurance, ‘and
real estate. 1In addition, other c1t1es were seletted on the' basis pf hav1ng
. a minority population’of 50 000 or more. The county governments were those -
in which the selected cities are:lqcated. A folloyup quesfionnaire w3s sent 4
to the States of Missouri, Minnesota, Ohio, Texas, and Washington. Of the °: -
37 jurisdictions surveyed 76 responded. No data were; available to deter-
" mine thdse cities or areas with-a concentration of female~owned bus1ness..; o
For a more comprehensive analysis of the survey, see appendlx A. , ’

161. U.S., Department of Commerce, Survey 6f Curreiit éusiness, vol, 54,
no. 7 (July 1974), p. 32. ’ i . B . . :

’ ' i - 86 - ) . |
4 » » :
k 103 N , )
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Aruitoxt provided by Eic:




P

’

‘ ments. As for~serv1ces, the respect1ve percentages are much clbser, « " |

162 : - \
local. governments Y AN » = o ; .

: v
E . %

. - -
I Thus, since a 1arge proportlon off minority firms are retail and’

o to flrms owned bemlnorltles and women.

// ment of mlnordty contract1ng programs by State and 1oca1 governments by

\

small consgructlon compan1es, and since femalé-owned, firms are concen=- ~

. trated 1n retail 1ndustr1es both the volume and nature of State and 1oca1
) contractlng is suff1c1ent to prov1d£ xtens1ve contractlng opportunities

¥

/Furthermore,‘aviarge portlon of\State apd local’ cortracttng dollars

/

\ o isy ‘provided by Federal grants. SlnCe grant-1n-a1d~meney is often com-~
m1ng1ed with State and 1oca1 revenue, . it is d1ff1cu1t to- determine when
Federal money is being used for- State and 16cal contracts. The Federal

\\Government has attempted through these grants to st1mu1ate the establish-

.

? ’,
Y

requirlng them to develop .such programs as conditions gf the grants

‘However, the Federal Government has made noﬂsuch effor \to establlsh

g

contractihg prgg?gms -to asglst f1rms owned by women ’ \

v Federal” efforts, however,\have not’ resulted in a si n1f1cant

g

- e My e

. increase in the number of State and local contracting pr0grams *and awards

»~
s

for m1nor1t1es or women, Of the" Jurisdlctlons surveyed, ouly 10-have

4
;{ . of ’ N
?P' attempted to comply w1th.Federal«requirements by 1n1t1at1n programs to . o
\ increase the1r contracting w1th firms owned by m1nor1t1es, ¢ut without .. ///%
> speciflc Federal encouragément these Jnrlsdlctions havo not sought to - N
- increase theyr contracting wlth firms owned‘by-whlte women i Al ///
— — b A
162. Ibld Do 2. 0 ' , ,/;, .
. 163 The ‘io jurisdictions with special contracting programs for m1nor1€/es
v 'are: California; I1linoisy Massachusetts,,Denver Cblo., Los Angeles,’ .
:Calif.; Long Beach, Calif.; Philadelphiaj Pa.; St. Paul,l M}nn ; San Diego,
calif.; and Los Angeles County, Calif. r ,
* . ‘ﬁ ¢ L" N 3 M >
- . ( > I T
.31’5‘; . f 5 o
o ’ 104 “'5 ¢! ’
1 : - 3 ) o
Emc | g o | L
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B - of“the:goVernments surveyed only 11 are able.td -identify contracts awarded
]
to m1nor1ty f1rms and only 3 are dble to 1dent1fy any contract dwards ] .
- 164 o . . . 2 ® .
Ty -to f1rms owned By women : . . .
N R - * ¢ .

- . A review of the:de31gn scope, and llmrtatlons of existing programs R
- .liowever, can lend guldance to State and local governments that are Just .
beg1nn1ng to formulate bu31ness development programs for mlnorltles and

— wbmen . . 5 / a - A .
—— o i} N »* 1 - v . “
. . . . . * ) . v
. - S - : . :
hd : < : L N
"'\ “ i AN < - N v
By . I T ( . < = .
Ed - :
- ° - A -
- . . 4 H
. < ] -
N : oL te . R ;— , .
A s < . s Y
. P ' .o LR N .
. . - - N i ° * * “Be : . .
B . = L3 > + . ) I3
! L
- - * M " :‘
- » » ¥ - < i -
) 4 ;“ 7t / vt :
- e ' . - * .
. / aF / .

—
rs
4
'3

- v -’
’ R i .

164, The 11 Jurlsdicﬂdons that collected -some data-.on contracts awarded
_ to firms owned'by m1norities or women are: California; Illinois,

1
Minnesota; Missouri; Ohio; Washington; Denver, Colo.; Los Angeles, Calif. )
Long BeacH Calif.,; Philadelphla, Pa.; and Los Angeles County, Calif.
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_fhlghway tonstructlon, 1aw enforcement, and env}ronmental,1mprovements e
L3N

. nearly all State 1nd Local contractlng

T 0 Qhapter.L [P
E ' )“,‘ . - P

. STATE'AiD' LOCAL CONTRACTING: WITH. FEDERAL: GRANT FUNDS )
£ * R - PR l“ - -

\ -
Although Fed;Zﬁl grants have_ a- long history, the major growth 1n
.}a..-

the number of'gra
\

only since F¥\199© Federal axa to State,end Tocal governments 1ncreased
165 . T

programs and amounts of money provided has occurred

from $2 b::ikpn\mn FY 1950 to $45 billion in FY 1974.
* TFederdl grants—1h~a1d may be in the form’ of general revenue shdring,

-

ﬁﬁfth“ as few restrictions on 1tS/uge A more common form ho&ever is

the categor1ca1 grant used for specfific purposes, including educatlon
/

Because Federal grant funds are commlng}ed with State and 1oca1 appro-

pr1at10ns, Federak‘regulatlons governing the use of the funds affect

-

N - -
.

. Federal author1ty te prohibit d1scr1m1natlon aga1nst m1nor1t1es by
State and 1ocal grantees in qhe operation “of thelriprograms is based on
T1t1e VI of the Civil ngnts Act of 1964, which prohlblts d1scr1m1nat;on
in.any dctivity or program recelving Federal f1nanc1a1 ass:.stance.L66 .
Each Federal agency must enﬁorce Title VI requ1reme ts and may impose

Trefusal of assist-

pena1t1es for noncompllance, such as termination or
/

. !
ance. Title VI, however,'does not require gramntees to establlsh progyrams

“to utilize minorlty bus1nesses. Nor does Title VI prohlblt d1scr1m1natlon

E ¢
+ . " ) ‘ .

on the bas1s of sex.
STATE AND LOCAL AFFIRMATIVE ACTIOV’REQUIREMENTS AN ’ o
Execuﬁlve Order 11246, as amended by Executive 0rder.11§75, and OMB

* - - +

-

- Circular A 102 are two measures that have been used‘by Federal agencies

to requlre State and local governments to,undertake afﬁlrmatlve action

-

programs to provide contractlng opportunltles.to m1nor1t1es.
= \ .

165. U,Sui Executlve Offlce of the President, Office of Management and

Budget, Special Analyses, Budget of the Unlted States Government (FY

1974),-p. 212. ; . — ]

"

166. Clv11 nghts Act of 1964 Public Law No. 88 352 as amended, 42
~U.S.C, 2000d Employment discrimination and contracts.of guaranty are

speclﬁlcarly excluded - frem Title-VI coverage

. [} - .

-~

ot
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o ExeSutive Order/11246 - .- ; . . -

: T T - . - . . I
Executive Order 11246, as amended, prohibits discriminatory hiring.

! _é;actides in fedefally-assisted ppoﬁect$.167 Contractors bidding on * .

.. federally-assisted bonstruction,prpjects ar% required to Submit affirn-

. . ‘1. } X MR ; . I
7/ ative action plans detailing efforts they w%ll urder take to-increase R

3 .m{nority and’ female employmént. The purpose of the affirmative 3thbn

- plans is to establish minorfity, and femaleﬂh%ring gbaré for contractors, *
X N

Instea :of’each contractor's debelopin%’an individual affirmative -

s action plgg? contfaoters m ? adopé affirmat%ve actigﬁ ﬁlans thdtshave . = .
bé¢en approved by the Secrétary of Labor for the area in which the work- -

is to be‘perfo;méa. These {area plahs are referred to as either ﬁbme;own f
or mandatory plans: Home town plans‘are véluntarily qdopteq by local .
co;trqctor assoq}abions. ‘These woluntary plans are deyeioped jointly'

by local government officials, union officials, and contractors! associ-
-

A

‘ations and are approved by the. Secretary Oof-Labor. Mandatory plans are

. . . L . e
L imposed by the Secretary of Labor.when a jurisdiction with a. large con-.

' centration of minorities and/or women dogs. not submit anAécc ptable plan °
) ce T, s s - 8 - . ‘ . ;
for hiring minorities and women.16 - :

*

. « As of July 1974, there were.62 hometown plans and 7 mandatory plans.

*  toward the hfnorityQand.femalexhiring goals in their areas, Ehé‘

-
Sécﬁetary of Laber has en)%ﬁréégd in¢luding provisions in*theplans that
A - <

stimulate minority sub?dntractiﬁg.}69 Two of’the‘mandat&@y plane and .27
ﬁﬁ,*____ﬁ_;__u . '. - - vo

‘!.

-, 167. Executive Order 11246 (Sept.” 24, 1965), émenhédﬂby Executive Ordex” :
+7 TI375 (Oct  13,.1967), 3 C.FiR,, 173, CoL ) oo ‘

1@82‘:A1thqugh Executive Order 11246, does not specifically direct the
Secretary of Labor' to impose area goals, the Court has upheld the: - .-
. Secretary's authority to do so. See Contractor Assn. of Eastern
Pennsylvania v. “Shultz, %42 F. 24 159 (3rd ¢ir) s cert. denied, 404 U.S. v
854 (1971), aff* 311 F. Supp 1002 (£.D. 1970).. - e
169. Dpr. éeorge Travers, Associate Director for PrograJ)PoIicy and < .
(Planning, Offide of Federal Contract Compliance, interview, Washington, -
» A

D: C., Aug, 16, 1973. - R

- .

-
»

o0 . o167 . -

Since-prime gphtractors may count “the employees of their subcontractors, P




. A > 5
of the hometown plans con§a1n m1nor1tr subcontractlng c1a0ses, 70 but . ..
\\QQES,1nc1udes rgqu1rement for provadlnb contractrng opportun1t1es for - s
women. 171/ ¢ . e
; /. .- .. V . ,'.]\ .

-

T

Y - - L

e The énforcemeg£¢of,m1nozity afflrmatlve actlon suBgontractlng’d, ' )
tent. State and local contractrng o ..

prog,ams is v1rtually onexi

officers unrrormly conceded to Cmﬁnrssron sta££ that nothlng is be1ng .
+, e¥one to monltor or en;orce their afflrmatlv subcontractlng requ1rements ’ )

/ L B
, cwing to a lack of staff resources.D Ahd Federal agenc;es conductrng -

¢ compllance revrcws/of prime éontractors on federally -assisted projects = .
generally do not .monitor the subeonttactlng practlces of pr1me4contractors

»

because, as an 0 cc officYal stated, ™there is no authorlty for 1nves- ' , .

tlgatlng subcontractrng procedure undef Lhe rebulatrons and Wowlng to
e 172 - ¢ N
enforcement for farlqre to Subcontract to mlnorlty firms." o« .o ’

~

The . Offlce of‘Management and Budget Cnrcular &-102 . E

T ’ Tt
' The Office of Nanagement and Budget authorizes Féﬂeral agencxes to

require ggantees to undertakeraffxrmatrve actiion to ensure greater * i

[ . N N *

utilizatidn of m1nor1ty ‘businesses but makes o mention of the need to .

ensure the utilization of female-oyned businesses.” OMB_Circulaf®A-102 o

. .
F] - . 3 A ’ = ¢ = .
-t
" . . ’

170. Hometown plans werg provrded to the Commission by the Office of "
. Feaeral Contract Compliance, DepaerenL of L:Enr For mandatory plans . f
see 41 C.F.R. sec. 60-5(e) 16 and sec. 60-6.2 16. The authority N
. of the Secretary of Labor to encourage nrnorl y 5ubcontract1ng require- "~ .
*  ments is inher€nt in his authority to carry opt the provisions of / T
. Executive Order 11246. See Coptractor Assn. pf Eastern Pennsylvanra 4 .o
3 Shultz ;2442 F.*2d 1597(3fd Cir. ) (r D. 19 0), : . ) *

. * 171. The NortHerh Illinois Construction IﬁauLtry Affirmative Aotion : X
Prdkram,.as Smended May* 12, 1971, providss anse\ample of a typical home— .
town plan minority subconLractlnb pr-vision: “The objectives of which”

—————_ths Afreement is entered into by the parties is to jointly institute, °

establish, and ma#ntain an, affirmative action prograwm which wild recruit,

’ employ, provide employment opportunities, traih employees ... in the 1

. following manner by developing programs:... 7. To encourpge and assist g%

wority group cwntractors or subcontrauters tn bidding on construation

projects." : R PR { . . "o .

-

> LIEN -
172. Dr. George Travers, Office of Federal Contract Compllance, DDL t T
interview, Washington, D,C:, Aug. 16, 1973. Dr. Travers clarified hls .
comments in a letter te,John A Buggs, Staff ®irector, L... Cowmlss1on * 5
~on Civil Rights, Dec. 5, 1974. al % 4
l
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. estah’xdhed uniform requlnements for Federal agenc1es in the,udmlnls-‘

tratloq ‘of grants_to Scate and _local governments Theld;rectlve
L3 N

.
. ** - . R}

states, in p!%t. . / v RN : . ¥ .

= "!

v - . The gzantee shall establish procurement procedyresr which
- pxov1de for, as a’ m1n1muq, the *ollowxng procedural re-
Fa gﬁlrgn‘ents. » Positive efforts shall be made by the guantees
) to, ytilize small busimess and nlnorlty-pwned businesses as
e sources s of supplles and services. Such efforts should allow
¢ "’ these sources the.maximum feasible opportunlty to compete for
- % .contracts to be perford&d utilizing Federal grant funds. ‘ 174

- »
- - - - s

5 . . % .
+ With the exception of the’ Environmental Protection Agency, which requires

4 its grantees to submlt _repoerts on steps belng taken ito increase minority
RN

I contractlng opportun1t1es, Federal agenczes have no aken steps to N

: determlnu whether State and local grantees prov1de pontractlng oppor-~

e v - - . . -
N tun1t1es to m1nor1t1es. In fact, 1mp1ementat1on of the c1rcu1a

» LS

: m1nor1ty~contractxng clause has been 11mxted sinply to paraphras1ng its

»

lqnguagc in ‘agency grant agreemeﬁts. Sgate and local grantges are not .

-even reqdlrcd to keep records. or data pertaining to their efforts to-

- ' pi

Pty
) utlllze minority bus1nesses. . .
-/ . " Federal agency effgrts’to enforce the A- 102 clause are sllght N
beCaqse-contnagﬁing offi ials believe that OMBE is: respons1b1e for Joa -

progptlng the. aevelopment of mlnorlty bds1nesses.%75 Department of ~—

»

RN Transportatlon folcxals cxprBSStd the v1ew commor. 1y held by, other
agency "officials; fHat OMBE is the watchdob that develops and coer-

. 5d1nates m1nor1ty business ‘programs. Dn.the other hand an OMBE:»

e <
= - oL R RN

N
", \ 173. . Office of Hanagement and Budget Circular A-102, attachment 0, sec.
c(3) (October 1971). The c1rcu1ar does not specfflcally refer to firims 7 3

owned by women. o e . .

o .
{ : _ L
\

174, Ibid.

f 175. Interviews were tonducged. with officials-from the Department of -
. Trarsportatecn;‘CommercL, Agrlquiture,,Labor, Health, Education, and 1 ~
heIfare' and Housing and Urban Debelopment;_the Office of Fg pral - :
A Centract CLompliance;,gnd the Envixonmefital Protection Agency..” These |
agtncles JAdminister most of the Federal grant-in-aid programs. Inter- z,
‘views wern.also held with officials of the 0ffice of Minority Business

Enterprlse and the Offlce of Nanagement*und Budget. '

- \‘l-‘ . " N A - . )
-~ R T I
W t . ) 2 L
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official stated tha%Bhis agency had’ not attempted to cqordinate and
oversee the 1mpremghtation of the OMB minority contract1ng‘p 9v1s1oni
by Federal agenc1es.r ‘He feels that OMBE's funding of State OMﬁE“”‘ ’
programs fulfills its respons1b111ty to promote State and le€3
.contract1ng W1th m1nor1t1es . l N s . ‘ P
\ Desp1te assertions by most agency officials that rQspons1b1l1ty‘iis} L

for mon1tor1ng compllance w1th A- 102 m1nor1ty subcontrahting p;oui61ons

*Tequir nts;

data. To assure compliance W1qh the A 102 subcontract1
EPA s Iegional compliance officers 1nspect *and review grantees efiforts
to utilize m1nor1ty firms. These rev1ews,are based on information from

the grantee 1nd1Cat1ng the number and dollar value of ‘contracts with

—l

T ——
minorities, nature of the work, cost of the contracts, ahd name of the - .
°176 a N o v . /i“ ] o .

“project. ' . . T - e
M »
As a result of these eﬁforts, reported cgntraets Yawarded to-

-

(' - m1nor1t1es by EPA grantees increased fﬁgm $l&2 m1111 n in FY 1972 to
$6 milliow in FY. l974 177 o {/& . A - PPN
SPECIAL CONTRACTING PROGRAMS "ESTABLISHED BY{STATE AND O(‘AILWCOVERNMENTS '
Responses 'to .the Commiss1on s .survey requesting data frém State . ;é
and localfgovernments on Spec1a1 contracting programs 1n§742te*thaﬁ Very ;SiQ =
feﬁ\State and local grantees have establlshed programs t

\or female-owned firms, Only l? "of the 76 Jurisdi tions responding to

//

ajid minority . .

&he Comm1ss1on s questionnaire, or 13 1 percent» indicated that they had
developed special contracting prog{ams. Seven of these Jurisdictions and
:fopr gbvernments without Specialgprograms indicated that they maintain

. recordséon minority and/or female contracting. (See table l6 )
:;":" . .\o 3} .

176, ,Marge Wilson .Head of Minority Business Enterprise Section,
Contracts Policy Review Branch Contracts Management Divis1on, ©oF

Environmenta} Protection Agency, interview,. Sept. lé 1973.

197.- anironmental Protection Agency Minority Business Program Repert
(FY l974) -
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TABLE 16. ) STATE AND LOCAL JURISDICTIéNS WITH SPEéIAL CONTRACTING
PROGRAMS FOR MINORITY OR FEMALE-OWNED EIRMS AND/ OR DATA COLLECTION

SYSTEMS TO DETERMINE THE \IU\IBER OF CONTRAC’E AWARDS TO 1 ’VIINORI'I“:}ES OR

 WOMEN E
¢
:Iurigdictions Special Contracting  Special " Record
L and Recordkeeping Contracting Keeping
. . - Only Only
A\ ' T i -
" California............. F \
. Illinois....... eeeeeee. oy :
‘Massachusetts....\....ovveenenn.... Ceadeead? .
Mlnnesota ........ et p S T ¥

»

a
/
, -
» v ' - - :
,' ., “Source: Responses to the Commission's Questionnaite. to State and Local
’ Government- Regarding’ their General and Minority Procurement Programg,
(OMB" X0 373001) . The questlonnalre also requested 1nformatlon on .
programs—TIor women, e
y

Py
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.CONTRACT AWARDS TO MINORITIES AND WOMEN ' : LT
ng/data to: the

3 -
- .
‘ -

Only 3 of the 11 Jurlsdlctlons that provided contracti

Comm1s51on awarded more;than 1 percent of the dollar amount éf their
178

»contracts to minority or female-owned firms 'in FY 1972, The remalning,* -

Elght awarded well under l‘percent and the average of all Jur1sd1ctlons

)

as six-tenths of 1 percent ‘for m1non1t1es and four-one hundredths of 1

ﬂercent for women. Only three of the areas were able to identify < .

contracts awarded to female-owned f1rms.-179 ( o v

.

The States that 1dent1f1ed m1noL1ty and female contractors d1d not
distinguish among rac1a1 or ethn&c groups or cross-clas51fy data by sex.

Moreover, data malnta% ed by the' Jurisd1ct10ns are 1ncon§;stent. For -

A o ;

- i
example, in. somesJurxsd{ctlons, data‘were provided for h1ghway construc-

E

tlon only, while data from,other jurisdictions were for all public Works
contracts. Nevertheless the data aJallable are the only 1nd1cat%r of

the extent to wh1ch State and local, governments awarded contracts to
§ 180 ‘ . .
m1nor1ty and female-owned rlrms A FY 3972 ‘ {

<"v§ - F \

* - The results of the Comm1531on survey are summarlzedvas follows:
*# TIllinois reported total contract\awards of $735. miliion
for FY 1973. A total of $8.2 mlll}on was awarded to

1fent1f1ed m1nor1ty f1rms, representlng approximatély

181 g
/.1 percent of the State' s, total contract awards, ‘ .

J - \ - . . .
: ° \ T s
-, . ﬁ:". . \
178. The three jurisdictions are IllanIS, the Qlty of Long Beack; arid
Los Angeles County, Calif. » \
I

179. The three Jurlsdlctions are the States of Ohio and Wash1ngton, and

;e—’*"

the Clty of Long Beach, Calif. < . _—

l80.‘ Data were only given for minorities as a group and females'as a *
group, with no break-out for race or ethnicity. Thus, it is impossible - ,
to. determine whether some of the awards to minorities were made to _ . -
minority women .or how many- minority women are included in the total awards

to women. In fact, there may be some double .counting.

181, - Approximately $8 mrllion of the awards to minority fiyms were for
construction,, accord1ng to the Illinois Department of Transﬁortation.

<t E
A . .
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| "~ % Ohio awirded almost $74'mi11ion}in contracts in FY 1972,
e \ . One contract valued’ jat $32’000 was awardEd to-:a female-
) "\ owned firm .and $45, 801 1n’26 contracts w%nt to minority
' x ~ firms., [Thus, about one-tenth of 1 percept of State pur-
; chas1ng;money went to 27 minority and. female owned firms.

* Tn Min esota two pr1me contracts for se ices totallng i

$74, 000 were awarded to mlnorlty firms in FY 1972 out of

d

- i‘ a’ State highway budget of $129 million. -

S % The State of Washlngton awarded approxlmately two -tenths
of 1 percent of its $175 million procuremeit budget to .
i “ women and m1nor1t1es 1n FY 1972, Three contracts totaling
< b $463;000 were awarded to minority flrm% nd‘one subcontract
N .
v * Missouri began recordkeeping on contracts|awarded to
Oy .minorities and women in FY 1573 ‘and in %he f1rst 5 months [
) §* seven contracts were awarded to m1nor1ty firms. The\ )
.. \ K sdollat value amountéd to about $21,000 or less t?z; 1 pen\ent '

f‘ . + of the State's procurement budget for the iyear. ~\~,

2 - . of an unknown amount to a female-owned fldn. ‘

w - T x Ph11ade1ph1a Pennsylvania, awarded $500 AOO or 0.6 percent ~.

of~a total of $85 million for pub11c works contracts to PN .
'/ Y ?j}"

’

R ' .minor1ty firms in. FY 1972,
‘ * Denver s Department of Pub11c Works awarded approx1mate1y

¢ $23.5 m11110n 1n~contracts in FY 1972 but none went to

’ . » 3 . ¢

,minorlti\s or women«: . -7 , ¥ 2

- . v i . e R 5
T . . R . ! ;’ . .

| L . . - . . g

152 F1gures were not provided for the State's tota1/procurement in
— FY 1973. However, a procurement officer estimated that $21,000 was
less than 1 percent of the budget.

"
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% ' California, wh1eh has an annual procurement budget of . t
approx1mate1y $500 mllllon, awarded only $10,000 in J o e .

'contracts to 1dent1f1ed mlnorlty firms in FY '1972, [and ! .. e

s
1 ¢ »
.

$60, 000 inFY 1973 . s ;

BEEY)

u

'

% The® Clty of Long Beach awarded nearly $13.5 million in
procuxement conLracts in FY 1972 with $175,000 awyarded ?“ * ’
k ito m1nor1ty owned “firms and $35, 000"to “firms. ownez ,
- \ _women. The.total minority and female-owned flrm\%ollar 1; . 5
volume was about 1.5 percent of the procuﬁement 4 ‘ 4
Z“““"‘:'“‘"uthe—hlghest~percentage ithe_Commission found. ; ﬁ\" /
‘% The Clty of Los Angeles 1dent1f1ed appro 1mately A\ i )
$280,000 in constructlon contracts as -awards to‘m1n0r1~ ’ :
‘ ties in FY 1972, represent;ng about 1.1 ercent “of the
i ‘ "'2 thstfuction budget and less than one-ha‘f‘bf g-percent i
o R of the total procurement budget. "% - f ) ;‘ '\ ,
* :Los Angeles»County awarded approximately $140 ‘million i
in eontracts in FY 1972 Purchase orders to %nown
minority ﬁlrms totaled $l 422, 89 2, glwlng th%m about /j

1 percént of the total amount, - .‘” . . ‘

s

.

\\A few gurlsdlctlons haVe had limited spcéess 1nf1ncreas1ng the /:"

\

'
number of constructlon awards to mlnor;tles, but ~on“the whole, State :

-~ 7 IR

ﬁ~and local governments have not slgnlflcantly 1ncreased the ayards oé

contracts for serv&ces materlals, and supplies to elther minority or

female-owned firms. ty
~ e

Aruitoxt provided by Eic:
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f ; . STATE AND LOCAL ?ROGRAMS . N \A
/’ ¢ I’;’* T . ‘;:l E ‘ L oy ! : ;
.7 \Sta e and local contract1ng programs. range from those d1rected

- ~exc1usivéi toward minority and female~-owned businesses to th0se geared

toward all s @11 businesses. They are usually less formal and mpre

1oose1y structured than the Federal programs drscussed id Part I of :
this report. Their general objective 1s to. increase the numbe% and g
dollar amount of contracts'awarded to already competitive mlnprlty and .
ifemale-ow ed f1rms, in contrast to the Federal prograris, whlchifocus |
on taklng fledgllng firms to a. point whera they can compete in the .
mainstream, The 11m1ted scope 'of the State andelocalfprograms av01ds

[T ,

' ' [ some of the-major problems of the Federal programs, such as;the tend- o
ency of new fiirms .to overextend and become indebted. 1
' The eff:thveness of State and 1oca1sprograms depends on the
e w1111ngness of contract1ng off1c1a1s to" 1dent1fy and utrllze minority
and female owned bu31nesses as supp11ers of goods and serv1ces The Lo
programs 1d§nt1f1ed P! Ehe Commis sion fall into two ca*egorles' pro-

oo grams ‘based on adm1n1strat1ve authorlty,and programs based{on statutory

, '3
£ - e

CEe e PROGRAMS BASED ON ADMINISTRATIVE AUIﬁORITY & -

4 S L

‘A variety of programs based on adm1n1strat1ve authorlty concentrate

u; e / .
y/ . authorlty . . . . - - ( X

on 1nform1ng minorities and women of cohtractlng opportun1t1es or _pros
v1d1ng them relief from bond1ng requ1rements. The most effectlve are
-~ the afflrmatlve action subcontractlng program& for federally-ass1sted.

;wxammmmemgggb*ructlon pro_]ects.183 Each of the 10 Jur15d1ctlons that reported

spectat‘contractlng programs has afflfmatlve aétion programs, . .
‘t‘
Although cut1ve Order I1246 as amended by Executlve Order . .

11375 proh1b1ts racla'\anﬁgedhnlc as well as sex d1scr1m1nation in

-

L0 h1r1ng, none of the 10. jurisdictions with afflrmat}ve actlon subcon- j

Lractlng programs has affirmative action requ1rementstEbr women, - H
-1 » ’ " "f—)

\

183, Gee d1scuss1on of the requ1rements of Executive Order 11246 S
as amended, on pp., 90-91 . . ] /
$ TN - S : ’
t - \\ « ’ ;{
: L 115 7 0s , | o
Q - \ ) ? -3 -
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Affirmative action subcbntracting programs generally.do not provide -
¢ ' 3 y . o e . - , \
for nogotlatlon‘of subcontracts with minority flrms but encourage the T N
- flow of 1nformatlon “on subcontractlng opportun1t1es to thé ése firms. -

Most- Jurlsductlons merely insert c1auses in contracts requiring tne prime

contractors ko M. .seek out;and usé m1non1ty manpower [sic] (and) solicit

bids for subcbntqacts from ava11ab1e m1nor1ty subcontractors engaged in

. pert1nent trades " §84 The Los Angeles hometown plan, howeven} d1rects

~

contractors to advertise inwltatlons for subcontract1ng b1ds in the - T -

minority news media, contact,mlnorlty c0ntractor organlzations for re-

» férral of potential subcontractors,_and contact sources likely to yreld

e 7185 : S
minority contractors. - L T T -

\
H

Some administrative programs emphasize encouraging minorities and
. " -

women to bid on- contracts to; supply goods and serv1ces to State and locdl

v

‘governments The program st ff conduct seminars on se111ng to govern- _
. ments, develop m1nor1ty and ‘emale bidders' lists, counsel minority and
, female entrepreneurs, -and part1c1pate in mlnor;ty-sgonsored work-

N ¢ , .
’ + shops, . .. P i

An administrative d1rect1ve authorlzlng efﬁorts to a381st minority 3
__+ .and female-owned businesses ip Long Beach, Calagornia, 1s an example ef
an adm1n1strat1ve type of programf 13' Government officials there o .
implemented an- educat10na1 forum for‘mlnorlty and female entrepreneurs 1n
addition to focusing attention on Federal and loca1 mandates d1rect1ng

that- minorlty and female subtontractors be encouraged to submit b1ds

184, Sample’ b1d corditions .for Long. Beach,/Callf , . “ .
4 . 185. Tos Angeles Clty Affirmative Action Requlrements for Constructlon f
Contracts (July 1972) . R ) N
g, 186. Citysof Long Beach, Calif., Purchas‘ng\Division“s Affirmﬁtive Aétion
) Progtam, Jan. T, 1973 T TR : T ' ‘
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A s1m11ar rogram in Los|An eles County ig more comprehens1ve It
P [ g y

program which was estab11shed by the .

*'1nc1udes 'a minority vendors'
This .

county purchas1ng d1v1s1on‘pr=mar11y £or the purchase of supplies,
is directed' on1y toward minorities,?¥ A directive,

program however,
ts of minority:

- 1ssued in March 1972, requires a11 buyers to develop 11,

<
:\\\ f1rms from: their own sources and m1nor1ty business assog¢iation$ that .

‘\\\\i, include, the gapabllrtles'and interests of the firms, 87 _ iw:
S, > A key e%emént of the Los Angeleg County program is a requirement '

minority vendors. “

o the regular vendors normally SOllClted o Minority -

"in addition
firms cannot be remaved, from=the bidders' 1IStS wtth%ut the approval -
#

\\~o£\the chief purchas1ng agent and buyers are encouraged to spend time
a’
ﬁctlces. More-

' gfamlglarI21ng\m1nor1ty firms Wlth county purchasin
vendor act1v1ty-necond-on each>%¢ v

- ) that all 1nfo§ma1 offers be darected to at 1east two

.y {
A over each buyer mus L file a m1nor1ty'

© l

purchase showing the number ﬁ\bld“notlces rep11es~ and‘awards. Thése |

\ ., N
lével Procurement off1c1a1 189 % -
Vf-; i Informat10na1 programs in some other Jur1sd1ct10ns deLegate to

fbther organlzatlons the respons1b111ty of 1nform1ng m1nor1ty or‘femaleaa\\‘§‘$h

’ . . Owned bus1n sses of contractlng opportun1t1es For example the com-

n *
’ munity relations comm1ss1on in Denver has assumed .this respons1b111ty,

its fede%ally aSS1sted oﬁflce
<

Sk reports are reviewed by a high«

‘while fhe State of Ca11fornLa relies Of.-

. i of m1norrty business enterpr1se~ , . = - .
&, " .y

The Comm1ss1on also 1dent1f1ed a spec1a1 bo dlng program in Ty

N

basis of admgnlstratlve

SR

Philadelphia that was estab11shed on. the

: 5 authorlty On the 1n1t1at1ve of the commissioner of .procurement, the P
\\ .. i . : N o -‘-‘K B , ) 1 . ) ]
" 187. Los Ahgeles County Purchas1ng“p1st1on Directive, "Minority . - 1. K
, B Py
. Vendor Program,” Mar, 27 1972, , , ! .
‘ ' ‘" ‘ ’ ” R ' e
- .188. Ibfd. Inform bids are solchted on all contracts . oo f B
!.‘ RS . \ . A et C" . . R . , 3 ~ 5’ '
. 189, Tbid, T N e
e
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city contracted with an insurance company in 1972 to\prov1de bonds for

all suppllers whose contracts range from 2,000 to $20, 000 150 Phila~

delphia, 11ke many other Jurlsdlctlons requ1res performance bond1ng
) 191

which small supp11ers found dlfflcult'

i

i to obtain. Since most c1ty contracts exceed $2,000, sma11 supp11ers o]

on contracts exceeding $2,000,

-were unable to bid on c1ty work, The procurement commissioner env1s1ons
DL i that this program will 1ncrease m1nor1ty contract1ng with the city. '

57}:' Although the JuflSletlonS with spec1a1 contracting programs have
. v
adm1n15trat1ve p011c1es support1ng them, most of the1r statutes or

4

chartefs only permit contract1ng as usual which persents a maJor -’
f

s obstacle to establlshlng programs for” negot1at1ng contracts w1thout

-

compet1t1ve bidding. Adm1n1strat1ve programs, therefore, are limited

to providing 1nformat10n developlng bidding lists, " and encouraging

b m1nor1t1es and women to submlt b1ds. - S .

t * 4

- ’ Another obatacle to effect1Ve 1mp1ementat10n of contract1ng

. L
-

programs based on adm1n1strat1ve author1ty 1s the unw1111ngness of many
contract1ng offlcers to abandon long-established contract1ng practices
that 'are not d1rected toward m1nor1t1es or womén The m1nor1ty con-

. -t
. ttractrng policy in Callfornla, for example‘ states that its obgectlve A,

'-

- is to as31§t m1nor1ty bus1ness ",.. to compete fbr the materlal. sup~-

* v

Z \ .
- p11es and eqanment qur off1ce purchases for State agencresi 1192 ‘The

. pollcy statement however, .also indicated that the State purchas1ng

~ s

pe offlce\does not have the legal authority to give preﬁerences ‘to any
’ ’ i N » ¢ ¢‘
. contracto e - . . T . ks

% ! vy - Ny ..
} _+. Efforts to increase the number of m1nority apd female firms on T ‘\\\\\<
% bidders' 11Sto have a1so been thwarted by contracting practlce?ﬂ For ' '

J

; £, \\ Lo ) - K L a Y
* , { w .t ¢

P

w e

. 190 Otto R. Winter fhi adefphla Commissioner’ of Procurement 1etter ;
5 to John A. Buggs Staff’Dir qtor, U.S. Commlssion on Civil Righ p
Mar. 20, 1973 ‘

“

s B ) . . .

Sectlon 8- 200 (c) ‘ .

. 5

191. ‘Philédelphia Home Rule’Charté

NI s -

1 ' 192, Robert L. Vance, Assistant Purchastag Manager Ca11fornii Office ’
;. of Procurement, memorandum to Lance‘RideoﬁE\\ghlef Legal Sect .

« -galifornia Human Resources‘Development, Jan. 1973 -

. \)h N 1' \ . ' r ) 118 ,
-, . ’;‘6’ , - B * ‘; )
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/ example Californla purchasrng offices still. require m1nor1ty fir

1 to comply with- str1ngent prequalif&Cation,gstandards.’193 -‘When purc asing .

/ : off1cers have tried to modify these standards, ‘they have met with \\
0ppos1tion from the State's legal counsel. ] . . S

! - C Contract1ng agents p01nt°d out that, without 1egis%at1ve author1ty .

/,‘« or strong executive support/\they are not justified in diverting staff

resources to special efforts to aid m1nor1t1es or women,-and in most
: Ty
5, Jurlqdrdtlons ne1ther _the 1egis1ative author1ty nor the exegutive
195+ . . T MK
» s support exists,’ . =

S STATUTORY CONTRACT SET-AstE PROGRAMS . . .

]

Set-as1de contracts are tho§e which ‘are withheld from the com- . -
petitive b1dding process and d1rect1y negot;ated with an 1nd1v1dua}

firm or put up for bids from limited classes of firms, Such as m1nor1ty
° ! '>..* .

.and female-owned businesses. - Statutes and ord1nances prov1de the ’
7 authorlty for set-aside contract programs but the dommlss1on was able

_to 1dent1fy on1y one such program,awhlch is operated by the State of

»

" Illinois, i ) ) . . R
‘ ' - The -Illinois Small Bus1ness Purchas1ng Act authorlzes a forma1 )
, set-aside program in which contracts are, w1thdrawn from general com- . -

pet1tive bidding and reserved for the exclusHve b1dd1ng of small .

E ’ y: > -
’ -

» (

S N -~

'\g‘:w

- L R ” .
- ~- £

. - 193, Prequa11f1cation refers»to the prpcess of eva1uat1ng whether }rrms .
are capable df,performing on governmgnt contracts, . Generally, these -

.. governments sét Jminimum requirements. for working capital, equipment, N,
eiperiince and past performance wh1ch ‘firms must meet in order tocbe \
eligib to., bid on contracts, Ca11forn1a Department of Pub11c Works' W
ratings are based on 10 times work1ng capital or.g/tlmes net worth \\
‘whichever is smailer. ° ; . v e A S

M \
A P T e T » .y

/"’/(d // N )
‘\‘““—~—=w~194"’Ra1ph Ev Livingston; JEV Offlce of,Legal Counsel memorandum to . ,
- Robert J. Date1 Californla State nghway Di\}sion Apr11 26, 1972

'f . ’ 195 Contract1ng officials fot I Los Angeles statéd that since compet-
* itive bidddng is not tequired for contracts of less than $20,000, set-
aside programs could be established.if the purchasing office were L

d1rected by the mayor to do sé. . -
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z\\x Sbate agencies except the university system,

N A2
-

w(.:: . - \\ ’ ]’»
198,f Ib1d., sec. 132 23. - : ‘

199:

ten purchase 1tems have been des1gnated for set- -
as1de@Eonﬁr ctlng, ranging from %rlef

. o 196 N .

N

i
. businesses. The purpose of the act, which is appL1cab1e to: all

is to increase contract

Although the law applies to all sma11
businesses, in practicezgt also focuses on m1nor1ty and female-owned
. firms. ;

. .
I .

R ‘ . . Y

b

'aWards to small businesses
»

‘ ~ kY
The .act deflnes a small bus1nes9oas a wholesale firm. whose annual
saies do not exceed $5 million,

‘a retail f;rm whose annual sales are

not over $1\m11110n or a manufac;urer employlngu 1ess than 250 persons
The act was 1mp1emented by the Iltinois Department of General

Eepvlces
which compiled a Bidders~ list’of about 2,000 f1rms,
minority and 5 female-owned flrms. '

o

I

and other business advisory group§ to ‘have ‘the potent1a1 for contracting
_ with the State»are cont1nua11y added fo the list.

Firms considered by the State OMBE

~— The Illinois Department of General Services is reSpons1b1e for

des1gnat1ng categories of 1tems that are to be set-aside™ “for sma11 0
bfisinessesvl?9 A sma11'bus1ness coordlnator-sets as1de contracts for

,ﬁgoods and services that can Be provldedfby small firms.

If fever than
~
Fee small busimess firms respond to an invitation to bid or if accep~

Jtance of the lowest bid would me'an pay1ng an unreasonable pr1ce
s.,

*on

the C o ‘\
department w£T1~re]eﬂt all bids and open the bidddfmg to a11 firms.

w

The Comm1ss1on also identified one program in Denver, Colorado,

that has 1nforma1 b1dd1ng procedures estab11shed by 1egls1at1ve action.

, sec, 132.21.

ILIinois Revised §tatutes,;

. i\ -
LTINS - ?
PR

i97. 1bid., sec. 1§2.22. o *

& -
bl v, i ‘ N
One hundred "and:

\Qases to moving equ1pment and )
and or gravel., . :

4 * - ~
’ . '
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198

1nc1ud1ng 188 e

B
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196. 1Illinois Small’ Business, Purchas1ng Act

-Ch, 122
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The Denver small puqchase ordinance, 200 which amended the Denver C&ty
—— Charter in 1970, author1zes informal b1u/ﬁng,on’any contract for sup - s

. 11es and services tbta11ng_1ess than $5 000 and removes requirements

. for performance bond1ng ard prequal1f1catron for,f1rms f1111ng ‘these, \

contracts Also, contracts for less than $2,500 were sent to the
%o A ’
commun1ty relatlons commission fgr the s011c1tat10n of m1nor1ty bidder

-~

through an agreement between the tpmmlss1on and the procurement office. \gé
7 Wh1le the\f111n01s and Denver programs have potential,’ neither has
been parC1cu1ar1y successful in increasing contract awards to m1nor1tles
and womer. Insofar as the Illinois_act does not spec1f1ca11y prov1de e
the authority to estab11sh programs to aid m1nor1ty and female- owned = .
f1rms, these firms must compete with small,- put well- estab11shed whxte

¢

male f1rms. Sr-’e a large number of contracts is awdrded to small, white

*male firms that can frequently afford to un&erb1d a nevw minority or .- ///
female owned firm, ne;ther m1nor1ty nor fema1e-owned f1rms have fared —

i % RN

*partlcularly well in»the program L " - T

The Denver yrdgram is® limited because 1t was estab11shed solely

for m1norLt1es and restrictéd to small purchases. Only contracts of

$2 500*05 1ess were referred to the community telaticns, commiss1on for ¥
so&lcltlng of’ b1ds from m1nor1ty f1rms This practice ‘has_ been dis= :
cont1nued because mxnor1ty firms were not enthus1ast1c about b1dding
s o0 numerous smal% contracts when the.cost of b1dd1ng and performlng
.; cou1d have d1m1n;shed the1r prOSpeCtS for net,prof1ts.
N b ! T . )
t . <7
& . . - .
h IR €
- v . L} v
« . “‘““'—"-_.,‘” . ’ » y
o . ““-_..\ﬁ\\ / N
. s" - - ——— —h\—-—‘ ,/ ~ .
+  200. Denvdr Cxty Charter, sec. 161.3.as amended b%?nrdinance 319, .
adopted‘July 23, 1970, o . e
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Chapter 3 . . .
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4 ’ . CONTRACTING PROG

N +

° -
) . .

K LIMITATIONS COMMON TO EXISTING Sg?ME AND LOCAL S?ECIAL R .

knowiedgbd that cheir ' »

° ‘State and local contract1ng offchals'
spec1a1 contracting programs are limited 1E their successes. Wh11e 5. : .

many different reasons Were given for the. hortcomings of 1ndxv1dua1* -

'prog most of tbe programs suffer from poor d1ssem1nat10n of

information to m1nor1t1es and women “and 11ﬁited staff resources ) L,

DISSEMINATION OF INFORMATION L AT _

- The failure to receive adequate not1ce of contnactlng opportunltlee . !

- was cited by entrepreneurs 1n nearly every Jurlsdlctlon the Commlss1on*

A\

visited,. Only 19. 3 percent or szof the 62 m1nor1ty males and 28. 5 J; ;_ ] K

N - O E I L

percent or 4 of 14xfema1e entrepreneurs 1nterv1ewed in Jur1sdlet10ns

»

with Speclal contradtlng programs were aware of any State or local *®

o contract1ng,opportqutles being offered 201 . Y R

2 Informal bidding procedureslare not well advertised in m1nor1ty or. .

-Women s med1a and State purchasing off1ces are remoté from most areas . e

-~

.w1th a large number of"m{norlty firms. For instance, California does . .

‘v

the bulk of its purchasing in Sacramento where the State purchasing

off1ce and the.State OMBE .are 1ocated " but most minority firms are in

- a

Los Angeles or San Francisco., However, the State's ent;re m1nor1ty

» 4 .

outreach program, currently cons1sts of one purchas1ng qfflce in Los

Angeles, Which is staffed with two, peop1e and purchases only a limited

S « -

>

range of goods.,  , ° . g - . T . o .
The Illinois, outreach effort, oh the other and . has made pfogress )
to thelsmall b1dders

by adding 188 m1nor1ty and 5 female owned firms

. list since fits inception in June 1973. This effort is v1ewed ag an - SRR .
essential qomponent of a successfulusmall bus1ness-program,\3Pd there- ‘
fore /sufficlent budget and staff have been allocated’ to- 1t v - .
A - . &7 ‘
" .‘ <«
' 201, Although 125 f1rms were 1nterv1ewed (84 m1nornty male and 41 .
female) , 70 76 of these firms:were located in jurisdictions with = ) '
spec1a1 State and local contracting programs, t
+ : - N 4:
{ [ ' » " 105
b Q * . ‘ < ~ .
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. s Only one” program gxamined had "’ staff members who were fam111ar w1th N
| ’ . = the'problems of f1rms owned by m1nor1t1es and women and’ W1th lhe need L.
L . £ " .
N . for afflrmatlve agtlon to 1ncrease their partlclpatlon in State and :

lﬂ/ ¢ '

ocal contractlng( The. J111n01s smaBl bus1ness purchas1ng progtamvhaa

a small ‘business. coordlnator who speat full time ass1st1ng minorlty Y

and female entrepreneurs and agquainting departmeqt personnel]wfth the
requrrements of the‘act T L CLT -~ T, -
; ; 2

Eew m1nor1ty or female buyers and - constructld% spec1f1cat?oh

s < 8

engrneens were ot the staffs of the speclah con% act1ng programs. The 4~ "

c1t1es of Long Beach and Phlladelphla had> ¥Ng- flmale or m1nor1ty buyers» A
i .

in the1r purchas1ng departments gnd San Dlego had only two black male RIS

buyers butVQOonmen'on a putchas1ng staff of 21ght In Phlladelphla, .

CY however the ch1ef contracts offlcer was a‘mlnSQJEyfmaqe who was ; ~
< .
familiar w1th~the\pumber of mln“rity flrmSJthaf“Wenpfprequallfled for .

0

1 A -

- -

c1ty constructlon contracts and khe 301lar‘yalﬁe of cbntracts awarded -
y' ' U

Q@‘,} . minority bus1nesses by the clty\)h o

l

-

. " . Spec1al contractlng progtam staffs have not been glven ad speglal Do

f—r -,_._._ il
-
-

Jh 3>
s
(D

&

Lo o tralning for 1mplement1ng,the g}%grads in the1r Jurlsdlctlons.

?Wﬂhk;_,_, e ceptron “however, was_ the IﬁI&nols State OMBE, whlch employed
ﬂ:: ' business" deuel?pment sgeclnlysts in m1nor1ty communlties around the *,

4

1 o
. g at f Al{ f;ve were mlnoﬁi yvgkofprmeﬂbgfs ‘and- one was female. Tt et
d ua%

o S Negative' attetyd@s amongLStatg an l l‘procurement off1cers also.

T i
b
fJI

o......

,present a .barrier to tHé part c1pa§ Jp
7. P contractors Mostnpurchasxng staf & emb f§ %e whlte male c1v11 < s,
TP . Y

' Y ddn
: servants*accustomed to opcra ing ac éokding»;o"ong establlshed rules. .
€8

+
j mindrltles\gnd women as o~

aﬁ@
1w- N

2 * w‘s

ik I .
5 .

rvatlbns about any changes' —%

* Almost all of these’ off1c1als expresseﬁg

?f

“in proécdure that might be de51gned to: bén £it mlnorlt&es and women.r,\

- N )

Several.*mlte procurement offlclals expressed'strongmopposrtion Y

when asked about their efforts to 1ncreaﬂe ‘the’ part1c1pat10n of.- m1nor- IR

[e13
K

ey

-3

ities and women in government contracti g One said thag\ if Federal -

® ’ e o - * A

* 3 . : L i N 1.
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officials had not meddied in State affairs,,nhe State buyers would ' - i
t

+ A ~
.. hever have had to dea1 W1th spec1a1 programs. o8 * contractlng officer,
"“{

. e |

in particular, ﬁréJected the practlce of keeplng contractlng data on

Ve

m1nor1t1es or women. State and 1ocas contractlng,offlcers, in general

a1so expressed the v1ew that minorlty and female Earms cannot be relied .

kS N

upon to perﬁorm, desp1te sthe lack of ev1dence°of support such a be11ef

LEGISLATIVE AND ADMINISTRATIVE WEASURES TO CREATE NEW PROGRAMS

T State and local contract1ng off1c1a1s un1form1y asserted that

statutory«restrlctlons and the absence of strong executive support are

. . o,
. - the most Ser.ous impediments to establlshlno effective special con=

- tractlng programs to aid m1nor1ty and female owned f1rms. They main-

‘tained that the. most effective special programs are the contract sét-

.- ‘as1de;and programs/where strong 1eadersh1p is exerc1sed by the ch1ef
‘ execut1ve. Thus, several’ Jur1sd1ctlons have sought 1eg1s1at1ve

~- author1ty before 1mp1ement1ng any special minority. or female business -

development programs, but they have not been successful in hav1ng such

» .
‘*O li’c .

aleglslatlon enacted.- L : ¢
~ > - ’
In Arkansas, for example a sma11 business purchasing brll “was- < //‘
. /
Y 1nurod§éed,.para11e11ng 1n substance the I1Tinofs act d1scussed in . !

-202 ¢ :
- chapter 2. $Tt prov1ded for establishment of a small business bid- o

©

ders'. 11st and the sett1ng aside of certain categor1es of commodities,

qu1pment, and services.for b1dd1ng restricted to.small firms, If -
.enacted, the 1eg1s1atlon would have directly beneflted all small busi-
ses*because 1t d1rected ”that a fair pr0port10n of its total purchases

d .and- contracts for progerty and serv1ce§ be placed with small buS1ness

concerns and that a. reasonable amount of purchases placed Wlth smalL

bu31ness shall be m1nog1ty-owned bu51nesses. 203 ‘However, the Arkansas .
Small Bu51ness Purchasing B1II died 1n ‘the Insurance and Commerce Committee.

= ~ T -
— »

oy

r - %

. ‘ k3 1
'202. - State of Arkansas, Senate Bill 231, 69th General ﬁssembly, 1973.
Ibid. .. o ‘ -

I




v 4 - b - 7 Pry -
) 108. i . \ ) § ' ) - \‘—‘z-,,_;.
v | , - .
< .

= -

T B .. . " .
‘The extent to which minority businesses profit from 1eg1s1atlonzof%;'

N

>

th1s type depends . largely upon its interpretation and implementation,

‘An actlve 1nterpretat1on--1dent1fy1ng m1nor1ty firms, recruiting
for b1dders ‘llStS, and invitiag r .a¢:.ities to bid--would cons1derably
benefit m1nor1ty firms in terms of 1ncreased b1dd1ng opportun1t1es md

contract aWards. But, if no special effort is made to involve m1nor1ty

Or female bus1nesses, small business preference acts have 11tt1e effect "
hl

on. m1nor1ty or female .business development !

‘ House Bill 743 4 was 1ntroduced in Pennsylvan1a,1n 1973, It would
have created ‘a spec1a1 business development program in the«State

department of commerce directed towatds women as wéTl as minorities,

5 LI S N

A proposed amendment to the bill specifically 1nc1uded women under the

defrnltlon of m1nor1ty Jbusiness, ’ s - ¢
2 . e
o

A few State and ;local governments reported .other proposed measures,
1nc1ud1ng review of current 1aws commitments to develop minority bus-

inéss prdgrams 1n.thL future and- exeéutive orders. The Governot; of - ..

MlSSlSSAppl “For- example pledged to establish procedures for directjing
"~State contracts to the minority business community, v g »

The City Council of Kansas City, Missourf' adopted 2 resolution s
in 1972 which requested the city manager to implement new procedures
to faclllfate the part1c1patlon of m1nbr1ty and female businesses in
contractlng 205 The c1ty manager, accordingly, has undertaken an in-
depth review of c1ty qrdinances and contracting procedures to determine*
‘the best method to increase the level of minority and female,part1c1-

patlon in” the city' s procurement and to -eliminate. any barrlers to their

1nvolvement K ) A //ﬂ . ~
- ~ '-"/ : =
e 204, Pennsylvanla House B111 743 was referred to the Government Committee,
‘April 3, 1973, and never reported oqt o .
205, Resolutlon 41344 enacted Jume 9, 1972, * ) ’
b v ~ -
A ~ »,
S - 133 S

T . ) )
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_Kansas City is one of very few local jurisdictions that vieg female

,contréctors as a groﬁp equally disadvantaged but distinct from minority

Clty off1c1als 1ook toward a modlflcatlon of adminis-

-

businese people.zo6

utnatLve procedures rather than an amendment to the charter as the, most

Y -

s _practlcal way of 1ncreasxng contraqjlng opportunxtles for minority and

female-owned firms. . .

A3

o

206, 1Ibid.

7
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MINORIIIES -AND WOMEN AS FEDERAL CONTRACTORS

I. M1nor1t1es as Federal Government Contractors

~

&

f
;

;t A, The Federal Government spent about $57. 5 billion for goods and

" . services purchased from: private contractors in FY;1972 but
_purchased less than $400 million ﬁrom m1nor1ty flrms.A Purchases
from m1nor1ty firms represented about 0.7 peﬁcent of all Federal

procurement in that year?desplte the fact.. that m1nor1t1es owned A

4 percent of ali American bus1nesses in 1969. e . "/
1, FederairGoyernment{prgcedures for .collecting.and distributing
data onTninority/girms and for—determining their share of ,, .-
! T . government:contracts are 1nadequate and inconsistent. ‘ -
2. Comparison of stat1st1cs reported to OMBE and those reported
to the Commission from other agencxes reveals sxgn1f1cant g
discrepancies in data and confusxon about what should be - "

reported: If OMBE' s,report is adjusted to reflect the

«

e~ d
figures supplied by three other dgencies, total Federal

T o purchases from m1nor1ty-owned firms as'reported by OMBE are
. ! r 7 reduced by about 25 percent to approx1maté1y $300 million,
) -about 0.5 percent of FederaLgcohtractlng, for FY
1972, - s R
. -
. B. M1nor1ty firms are overwhelmlngly concentrated in the retail

and se1ected service industries in which the Federal Government .
does the 1east‘amount of contracting. Also, the small srge of., ¢

2 ; most minority firms tends. to limit their abilitf to compete for

' Federal contracts. ) g S
II. Women as Federal Contractors . ) I . .

et A There is very little information on thé participation of female-

. .owded businesses (both minority and nonminority) in goyernment

. ; contractiné, but available data suggest that female participation
'}l ; + is less than that of minorities. ‘ ”‘A tT
i . .
! ¢ “ =
Lo . : ' . .
{3 : .o C 7 111 - LA
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%
4y » flrms and .a belief that giving attentiion to so¢ioeconcmic .

<12t ‘ -

The available data indicate that firms owned by women, like

those owned by minorities are heavrly conceritrated in whole-

sale, retail, and service classifications, those least likely

to produce goods or to provide services purchased by the
Federal Goverhment. .

v

Limits Common to M1nor1ty and Female.Owned Firms

« /

A. Federal contractrng procedures and ‘practices (such as preamard
.Surveys and inadequate dissemination of information on sole B "
source contracting opportunities) tend:to place an added burden
on minority and female-owned firms seeklng government contracts.

B.ﬂ Government contracting officers expressed biases against m1nor1ty

P

cons1deratlons hampers~the procurement process , .

C. Minorities and females are poorly represented as government , .
contracting off1c1a1s which would preclude their 1nf1uenc1ng , P
procuremEnt policy and contractor: selectlon ) .

D. Insuffiéient working cap1ta1 lack of knowledge of bidding

i
opportun1t1es, and prese1ect10n before formal adv%rt1s1ng vere

. >
s

stated by m1nor1ty and female entrepreneurs as maJor factors

--l"'
- g}mltrng their compet1t1veness “for government contractsu The

;7 7T
COmmlsélon found ev1dence that insufficient worklng capital and,

¥

{
lack of knowledge of bidding opportun1t1es are indeed prob1ems

but no cases were presented to Commlss1on staff supporting

allegations that preselectlon before formal advertising is

‘a widespread practice.

1. Sma11 business and equal opportunity loans have not been .-

. efﬂectlve in meeting the working capital needs of these fi;ms.

2. Minorlty .and fema1e firms inadequate knowledge of Federal

contract1ng opportun1ties hampers their- ability to submrt timely

¢

bids and negotiate successfully for contracts.

N . -
< ! . ) .
o ’ .
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Three SpeCLal Contracting Programsvto Ass1st Mlnorlty Bus1ness X

A. The SBA 8(a) subcontractlng, the Buy Indian.direct contractlng,

pnd the mlnorlty subcontractlng progranis are three special pro-
grams establlshed with the expressed objectives of assisting

minorities to overcome some of the barriers to successful

v “""
B . .

' "marketlng in’ the public and prlvate sectors
. Female-owned flrms have ‘extremely limited access to these pro=

- e
X grams, since only mlnorlty females are eligible, asﬁmlnorltles

Several women's rights groups, however, are taking the pos1t10n

H ‘thate because -of past employment and Credlt d1scr1m1nat1qn,
. womenga% a class are “soclally ot economlcally‘dlsadvantaged“

P
" persous ?nd thus e11g1b1e to partLCLpate in exlstfng speCLal

~ - '.‘- - . “-!

. programs; L Co e o D g

-Nonminority females are mnot e11g1b1e for these programs. because
the agencies admlnlstarlng them do not believe mhat there is a
nat10na1 p011cy of ,assisting £1rms owned by whlte women,

X »

The 8(a) Subcontractlng Program . !
*The ‘8(a) program is th:éizrgest special” contracting program -
' ' i

and provides one of théa w‘mechanisms—b}fwhich Federal pro=
curement activities are coordinated and monitored. It is
conducted jointly by SBA and all procurement offices in the

. Federal Government, with SBA as the coordlnator.

The basic goal of the program is "...to assist Small business

concerns owned and controlled by socially or economically d1s~

B.

advantaged personsotg,achleve a competltxve position in the

market place." SBA has neither clearly defined criteria for

ascerta1n1ng the achievement of compEtiﬁive status nor stated

terms .

- sgeclflc program goals, except in monetary i

I, ﬂhe formulation of obJectlves for particlpatlng firms is left

to SBA field officers. They determlne these obJectlves on the

basms of a firm's business plan, which’ may not realistically

reflect its potential. ;

-
Co.
S

N

-
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dm1n1stratrve

% ‘{'1‘.& N [
SR 2." The lack of Speclflcfgoals has led to d1fferent a
procedures in varlous SBA off1ces and cont1nued unéertainty ¢

.

' regardlng the. progfam's effectlvenessa
SBA s stafflng practices 11mLt the effectlveness of the 8(a)

2
, - ~

program ~\\}
eo Bus1ness Deve&opment*(OBD) had ad

1. In rr 1974, SBA'S 0ffic
staff- m“‘bersz 100 of whom were séattened among 16

The 100 staff persons ‘were-

g

=

I __.__y__#only 126-
reglonalmand 64. dlstrxct 6ff1ces.
responsible’ for revi w1ng a11 government contracts tto deter-

mine those which offer 8(a) contract1ng opportun1t1es
and monitoring contract

¥ -
; ~ o,

o
, - negotlatlng and awardlng contracts
s . . admlnlstratlon . ' =
: 2, OBD relies heavily on borrowed staff from other SBA programs
to operate the 8(a) program Reg10na1 adm1n1strat1ve ﬁ%gmi
officials, procurement center representatlves” and minority .
-some- - 7

\ 7
enterprise representat1ves work ‘part time for 8(a),
times with little enthusiasm for many of them see 1t as a

-

LTS

d1vers1on from their "real" Jobs.
There ‘are”few ‘mimorities of minority business specialists

-

’ on OBD s staff
Many OBD staff members lack techn1ca1 fxpertlse .to assess
the needs, problems, and performance of m1nor1ty firms. .

D. Contracts awarded under the 8(a) program have increased from- -8
contracts totaling nearly $1O 5 mllllon in FY 1968 to 1,720 .
‘2. This

contracts amounting to more'than ‘$153 m;1110n in FY 1972
£, of the total Federal

~
and total

r

A
has :
increasing

-

s J
represents a minute fraction, however

procurement.. * -
Measured solely in terms of incréas1ng the number

£,
the program

-7

| ’ 1,
f ) value of ‘contracts to m1nor1ty firms,
demonstrated that it has potential as u means for
. .

" contract awards to migority firms.

«
- 4
4o,

! ) . M
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N A
2, The 1ndustr1a1 d1stribut10n of the 8(a). cont{acts wh1ch
} .
K Cis roughly s1m11ar to the overall 1ndustr1a% d1str1but10n

of nlnorlty firms with paid employees proyldes a basls

for assessing the effectiveness of the program as a

devélopmental ,tool.. . NS

a. The distributiorn of 8(a) contract dollars to miqoriti

.

.- ) © firms is concentrated 1n the service 1ndustr1es as\are
. . |

. ) the m1nor1ty contrhctors ' . )
12

b. Most 8(a) cqntracts,are low in value and awarded to

X
N

which undermlnes the. program s potential as a deVelop-

- mental tool for minorlty bus1ness \

* «~E. Agency, part1c1pat10n in the program varies widely, with some
. agencies providing 11tt1e or no s1gn1f1Cant c0ntract1ng op-

N portun1t1es for. m1nor1ty firvms. Factors Contr;hutlng to poor
- B Ehd . £

T participation of several agencies include deficiencies in the
; contracting process and;a.}ack of a%ency‘commitment and
- - contracting effort. X
1. +SBA regulations and standard operating procedures do not
‘ clearly def1ne criteria for se1ect10n of“potentlal 8(a)
contract awards
2. 'SBA paperwork and unexpialned de1a'§‘in processingi
P ’ applications cause many contracts to be returned to\the
?{w . . agencies, Tl ‘ }h ] )
L@ 3. FederaLragencles often do not prov1de contracts thdt
- . promote economic development and their 8(a) procurements
1nvarrab1y,represent a sma11 percentage of their total
‘contracts"' ~°‘
- R / i
"‘. b ! : ~ ‘
: - 132 -
.- ] N : ‘ )
8 o
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the less prof1tab1e serv1ce and construction industries

1

[




.
20
R

<

T4, Although,contract administration seems to the least con-

-

o -' a troversial part of the _program, contractors do not. benef1t

as much as they could from the technical expert1se of the

%

agencies or SBA.-

P

F. SBA's performance has been criticized for tbe methods it uses

%

to approve firms as e11g1b1e for the 8(a) program to match

N T prospective contractors with procurement opportun1t1es prov1ded
- L i

* .by’ Federhl agenc1es aud to negotiate and award contracts.

Lot

I, Cr1ter1a for “the approval of contractors are only minimally
- spec1f1ed in 8(a) regulat1ons SBA adm1n1strat1ve directives,
- -  ands standard overat1ng procedures . "
a. Approval procedures vary among régionsn
N . b: Approval is principally based on business plans, most of
L _‘ ) . wﬁhch are unrea11sth in their goals and projections.

c. Early effortsgto enroll as many’ contractprs as poss1b1e

. =, resulted in the approval of firms that do nof meet
current standards and never rea11y had the baslc

capab111ty to meet Federal procurement needs. -

3

C : dl Decisions to deny approval to—otherw1se eligible firms

- because there is no contract Min sight" may conceal - -
. . . A

other reasons for 'the denial of entry into the program
o 2. There are no ev1dent criteria for match1ng potential contracts
Wlth 8(a) contractors, and many céntractors belive themselves

to be adversely affected by favor1t1sm and pol1t1ca1“

\

=1ntervent1on ) o g

¥

G, The prowiéion of financial, techn1ca1 aud management assistance

is fragmented and 1nadequate. ) .
1. " The 8(a)., program is des1gned pr1mar11y as a market\

. ¢ than a fidancial ass1stance program

s . . .

e . .
S . , ' \ )
" . K 2 ' “ . P
“ L . . . N .
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i 2. Techn1ca1 and management ass1stance efforts are scattered

LR [
"

i among Federal procur1ng agenc1es, the SBA Bue;ness .
. Development Qfﬁice)sand OMBE~funded organizations and
generally are not focused on marketing. ‘
H. SBA regulations state that a flrm which has "substantially
ach1eved the objective of its bUS1ness plan will be notified

that 1ts part1C1pat10n in. the- program is completed " yet the

agency has not Spec1f1ed cr1teﬁ1a for agsessing whether a
firm ‘has ach1eved its obJectlve" \ .
1. It 1s 1mposs1ble to base déc1S1ons concerning completlons

on business plans ‘that are not comprehens1ve or reallstlc

2. SBA reported 29 successful graduates of the program but .

S 'many of the graduate§ are uncertain about the beﬁeflts of

FS - 3

... their program participation and their- prospects .for the’

v ' future. e . . Y R .
L a, Six of the 18 graduates interviewed by the Commission
gt . had“objected’to graduation;and were reinstated. Another

6 accepted. SBA's decision and con31dered themselves .

-

. graduated whether or not they be11eved they should have~

- - . I - N 7T +

been. The réemainder were not aware that they had, been
h L4 - - - » ,

‘ graduated * v ,

b. Officials of only 3 of the 18-firms. belaeyed that the
program. had definitely helped them 1mprove their busi-
ness posltrons, and 7 firms felt that the program had.

“ “not helped them at all. <The remainder weng undec1ded.

Q - \ . B
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" o CV/ The range of responses indi lcated that some (about three) A

of those interv1ewed should be cons1dered true grad-

¥

e : ’ uates in that theirachleved the ob3ect1ves of their

A Y

- business plans, while others should be cons1dered

N terminated because it was unlikely that these f1rms . Y

would achieve the objectives of theitr buslness plan,

d. Few\of the.graduated'firms~attribute=their marketing

. develoment to the1r part1c1pat10n in the 8(a) program

L}

. - - or to ass1stance from SBA. . \
3. The gU1deI1nes for term1nat10n are nearly as confus1ng as” a.

» .

those for’ successfuf program completlon

-

“VI. The Buy Indian Program . :

P AR
A. The Buy Indian contracting program, adm1n1stered by the Bureau

" . of Indian Affairs (BIA) and HEW's Indian Health Service (IHS),

.is unique _among special contracting programs because it is o

. ’ ¢ ) 11m1ted to one minority group and is a direct contract1ng pro-

. gram, It also’permits contracting with nonprofit organlzatlons

:

- N ~

(Inalan tr1bes), as well as profit-driented Indian firms,

. , . B. In FY 1968, 'BIA estimated awards of $6 million in Buy Indian,

w ¢

contracts, whlle in FY 1972 the BﬁA awarded $63 4 m11110n in
» o -contractst BIA and IHS together awarded $7Z 5 million 1n Buy

. i » Indian contracts in FY 1972, representing. 39 percent of all -

‘contract1ng for Both agencies. " -
-~ " C. The program is not designed solely as a business development e
‘ °; i © program, although the BIA manual states that one of its goals
. is Indian business development. IHS has not .stated goa}s for
S . itslprogram ’ T _ "
' D. The Buy Ind1an program has no staff of 1ts own but 1s operated
f -,? . by area offices within each agency Its adm1n1strat10n, thete- ,

fore, var1es widely, "
& -
-
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»
E. Buy Indian contract awards are overwhelmingly concentrated in

service:industries, and mosL contracts ate awarded to tr1bes >

b kN
. rather than to firms. The progrgm has not incréased the‘ s

'F. Nelther BIA nor "IH as, developed comprehens1ve or un1form !
c0ntract/n tegulations. T .3

.

1 The Buy Indian Act-does not state any- spec1f1c critetia for
(V34 ’

- determining which firms. are e11g1b1e to negot&ate contracts,

_except that the 1tems‘purchased must be products of Indian

. LI ’ . .

industry. ~ , Tl . .
ha - 2. Procedures governing the selection of frrns'for particibation
. ) 1n’the program are not centrally coordinated by either BIA
: ‘. or fws. v ', ' L on
. 3. The. Comhission .ound only one contralting offlcer who had,
- ‘//"’;/lcompited‘a listy of Indian firms ‘or solicited contract
T 7 proposals Ve . . ‘_ . '
a‘l 4, BIA requ1res that a contnact must prov1de an economic, benefit

left up‘to anf area contracting offlcer Consequently, the
— s

.

4 -«

,‘g

decisions ‘ard not uniform. . -

. 5. Contracts -are awarded only if acceptable bids are submitted,
. - <

LY

but neither}agency has issued ghideiines,defining what cone

P .

stitutes an‘acceptaole’bid. e .
G. The BIA*and IHS have made Qply minimal efforts to distribute

H. BIA and IHS provide little ;ecnnlcat-a931stance to Indian firws

rand tribes. . . 3 .

o

o - s i :
ERIC.". - - : : . \.
o o e . . 4 <

-~ . . «

art1c1 atlon of Indian mmercial Eirms in overnment contractln .
p p S,E”/co g g

_— - information on the Buy Indian program to Indlan tr1bes and;flrms.

.
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. VII. The~M1norrty\Subcontractlng Program 8 ) v . ('
R 7 ) ‘s

. A 4
AL Th%\mlnorlﬂy subcontractlng proggam is based on a requ1rement

. P X that'a-clause be’ 1ncruded in maJor Federal contracts requ1r1ng

“* > M -

»

" - : prlme contractors tq,uadertake-effbrt“ to-ensure that m1nor1ty . N

ﬁ\ f1r rece1ve fa;f’cons1deratlonjas subconﬁractors Iti

( - .
. ) 1mp1ementat10n has“been uncoordLnated ungtructured hand A
- . , ﬂ - ! . (e '
? Jhderstaffed L E ' ﬁ? ©, ) o
) Led v ]

1. When a contract is for an' amourt greater than $5 000; but.

o less -than SSOO 000 the prime-eontractor must use its . oo

" “best efforts" to prov1de°subcontract1ng opportun1t1es for

- - Sy ' . 2 '
m1nor1ty firds. .ot v '

F,o 2, When thg‘contract is for $500 000 or more_and offers ,;

o*

. substant1a1 subcontractlng opportun1t1es " the‘brlme con--

~.

. . tractor mus§ take aff1rmat1ve steps to ensure the falr e

L A . "consideration of m1nor1ty f1rms as Subcontqactors. Q‘ &
e

. B. The Interagency Committee on Minority Business. Enterpr1se;OMBE

. P .and individual agencles have not developedécomprehensive pro= .
» ’:“‘ '

cedures or goals for the m1nor1ty subcontraqting program

Only one Federal agency, the _Department of Defense, (DOD), cou1d

fd C.

£ |

[

prdvrde data on”mlnorrty subceatracting., ‘The rdentlflable m1-
nor1ty sqare of. DOD sdbcontractlng Was\§19'ma1110n or, O 3 per-
o ; ) cent of $5, 7'b11110n in DOD subcont&acts for the’second half

. 1

'ofFY1973 SR ’ .

? . ] . L N

i"- 3 D. The mrqdrlty subdontractlng progray does not encourage the
(. = ;

. patticipation of nonminority, female-owned firms and " with

HE 2'

. . reSpect to, firms owned by m1nor1t1es, 1t 1s ‘more a prom1se —{

than ‘a grogram. Its qneffectlveness may be,traced to‘§everak .
N o > Nas, .
- factors' N o

Aruitoxt provided by Eic:




1. L1m1t1ng afflrmatlve action requlrements to_ contracts for

-

SSOD 000 or more. eXempts most FedeYal confracts e

e "

2. The regulatlons require on}y limited recordkeeplng by the

' prime contractors, .and only 3 of the 10 agenc1es haVe .- . o

.. - developed procedures 1mp1ement1ng thezrequlrement ‘o

S , 3.- The regulatlons do not provide any mechanlsm’for the ° i
. ‘ enforcement of the clduse. Lor . ) . .
(4:~:On1y 2 of the 10° agencies surveyed have: estab11shed ) ’ s

the N
- o . L - ] /
- mlnorlty subcontractlng clause. S <. , . /

. . ‘n \ vl,

5. Aithough the key to the, success of the prograﬁ 1s the L o

procedures for nonltoglng contractor compllapce w1th

3
s

freqdency with which contractors determlne that thelr ‘ . . -
- . contracts ofcer substantlal subcontractlng opportunltles, - o ‘

neither the agypc1es nor the ;nteragency Commlttee havé s

e developed' guidelines to ass1st the 11a1son offlcers 1n R §

~

- making, these determ1nations o~
.

* 5. No sat1sfactory,11st1ng of potentwal subContractors has .. - .

v
g L
-

¢ beén developed Prime cnntractors depend on d1rector1es

T complled by prlvate corporatlons :and some Federal agencies, g

’ o ‘but those lists are limited either by’ geographlcal aféa or o
1ndustr1ai class1f1cat10n - ' ‘ 'Q Ee t'l.:“ ST
Thearegutationshas no prov1s1on that requ1res the use of f .

~—h==h§ ;7

) motlvate pnlme contractors to usef
{

~e

1ncent1ve fee c1auses t

) ' m1nor1ty subcontractors Nelther are/Federal agenc1es

2
'urged to consider. contractors' commltment to the program :
as h factor in evaluatlng potent1a1 prime contractors. | . Y //
{8. Tha program has not b%en 1mp1emented enthuqlastlcalfy by Lo 'J.
‘ ; " the contractlng oftlcérs or the liaison officers of the ° ’ < / .

f

‘. . 1 S . : ,

4 maJor government contracfors. .« ”J
M . ' ‘ . [ ' :, .t x
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. STATE AND LOCAL CONTRACEING ’ o).
77 ‘a N ’
ﬁ 'M1nor1t1es and Women as-State and Local Contractors . . '
.; - f . A. State and local governments purchased $62.5 b11110n in goods '
; R and serv1ces from the prlvate ‘sector in FY 1972, M1nor1t1es e
' and female-owned f1rms, however, recelve 1ess than seven~
} < ’ tenths of 1 percent of the contractmng d 11ars of State and
P 1oca1 governments wh1ch were able _to prokide data to the ‘
P . . 'Comm1SS1on Un11ke Federal proc0rement a substant1a1 portion
S
. 7 Y - of State and 1ocal purchases 1s for J.‘/tems bought m relatlvely
o i small quantities from whoiesalers .and retailers. “State and
", ) - local governments also spend proport”bnalely more than the sl 2
DT Federal Government for construction. ‘ Slnce .a large, percentage4

of m1nor1ty ‘firms are retail and small constructlon .companies,

T ' . - and’ female owned f1rms are concentrated in reta11 1ndustrﬂLs,

- ‘ both*the volume and- nature of State and 1oca1 contractlng should

1 . - ¥ -
provide extens1ve contractlng oppontunltles for m1nor1ty and | N

— o :
\ - .
b «

7 female-owned firms., ~ roep T

d - .B. A 1arge port1on of State and 1oca1 contract1ng dpllars.are .

T . N
> * through these grants to st1mu1ate "the part1c1pat10n of minori 1esK
o 1 -

. . in State and local contractlng Federal efforts however, haye
. [. ' Jnot resulted in, a significant 1ncrease in State and }ocal - 4'—~7ff4:V
; . ; contractlng programs and awards for midorities and women. I ’
. ?' . 1 fact,, feW»governments are able to identify contracts;awarded to
[ ‘minority and femdle-owned' firns. =~ Lo S

';II. State .and Local Pontractlng with Federal Grant Funds

'A. Federal aid to State and 1oca1 governments 1ncreased from $2

4 ’

: - billion in FY 1950 to $45 billion in FY 1974. r. .
: B. Title VI of the C1V11 nghts Act of 1964 authorized the Federal
" Government to prohibit d1scr1m1nat10n against minorities by g

State and Local grantees in the operation of thelr prografs; '

T 51 i -

N - i
* ~t . 1
= v A £

) oo et ) 2 .

- ’El{lc" . ‘ - ‘ ;'/ ‘ . ,

Aruitoxt provided by Eric H . ; .
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€. Execytive Ordef 11246 as amended and OMB: Circular A-102
[' are two measures .adopted by the derai.Government that“ )
! , are used as~the basis for requlr State andélocal govern- ’ .
4 . ’_ lments to. dndértake affirmative aﬁggon programs to prov1de
f . contractrng opportun1t1es to m1nojlt1es
i>‘ D. Executlve Order 11246, as. amended in 1967 to 1nc1ude a sex [ [
i - ‘discrimination pr3v1s10n prohibits d1scr1m1natory h1r1ng ; | .
) } practlces ‘in- federally= ass1sted construcqlon pro;ecgs /
j - "%., lerng goals for mlnqutles and women are . lrposed on ;f s
T ! .~ contrattors. by local government officials, junion offi-
L -1‘; c121s, andéfontraftor assocratlons unde{ the order. ' “ - o
L : 2. If a Jurls lct}on with'a. large concentratlon of mlzorl- 1 f
, }‘: tLes does’ not submlt\an accept%,le plan, the Secre ary ;. ! ‘
- ) - o of Labfr may lmpose a mandatory plan on the area.u il / h’ /
: . 3. . Tne voluntary and mandatory plans™that conta;n m1nor1t fel
L A and female subcontractlng claqses are rarelf enforeed / , 4 ( ]
L 7 f’ by Federal agenc1es and State and local governments!i/ \{; T jr
‘ p:—‘ﬁf The- Offlce of Management and Budget authorizes ede al 1 s
) : / agendles to requ1re grantees ‘to undertake aff17mat1ve / {
' / action *to ensure greater utilization of mlnorljy . : f . ;‘ !
‘ L - °bus1nesses through OWB Clrcular A-102, Femalerowned 3 : 1\\\\
S < firms are mok 1nc1uded . ;,% f . ; : -
» . 3. Implemewtétlon of the circular's mindrity- conﬁractlnﬂ [ . T~
-t . t __ provision by, Federal ag°ncres has been 11m1ted to para. v
’ phrasrngﬁthe language in~ agency grant agreements, but ':/ . ,
they do rlttle to ensure that State and local govern-| é ‘ .
~ | " nents ar% in compliance with it. ) f. . ;' ;
S - H | . .
/ . : N
. | N - e "»_ . {' 7 ‘
. ‘/}")\ : : /' : ;;ﬁ i
: | ; | -

s .
i - * !



od

B ! 124+

?

-Contract Awards to Mlnorltles and Women™ . - T .

o~ ag

AN

A. Only 3 6f the 11 Jurlsdlctlons that provided contractlng data

to the Commission awarded more than 1 percent of their con- Lo
! - - .

tracts to minority or female-owned firms The~average for ail

jurisdictions was s1x~tenths of 1 percent for m1nor1t1es and

. AN .
four-one-hundredths af 1 percent for women > ’ U N

E. On the who&e State and local governments haye!not s1gn1f1~

cantly 1ncregsed the award of coéntracts for serV1ees, mater1a1s

\-

"and supplies! to either _minority or female owhed f1rms N

N e

* State and Local: Spec1aI Contractlng,Programs f . o

{

{A. Only 10 of the 76 Jurlsdlctlons that respopd7d ‘to th

£
h Commission'% question: 1ire, or 13. 1 percent,,lndlcated that
’ .

’ they had developed’spec1a1 contractlng programs ’

B.+ The contractlng programs range from —hose d1rected exclus1vely -

toward m1nor1ty and female-owned busrneSses to those geared

PP

/ toward a11 sma11 bu31nesses. ‘Their a1m is to 1ncreaj£ the - /
7‘ numbeﬁ and dollar amount of contractsiawarded to alréady com- j

fl
9

petlt1ve m1nor1ty and female-owned fi

o ’ .
ms, . ’ N

c. The programs 1dent1f1ed by the ComJlsslon are based pn eithesy B N

;adm1n1strat1ve or statutory authority, o - h

1, ,Programs babed’ on admlnlstratlﬁe;authoritygﬁoncentrate on

. » ,1nform1ng #Lnorltles and/or women of con racting oppor~'
' tunities or provﬁdlng them re11ef from bondlng kequlre- :

ments, The most; effectlve are the ?ederally-a531sted

[

construction proJects, The followrng programs pnder
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- The Los Angeles program directs contractors to adver- .
tise inyitations for subcontracting blds in the minor-* ]
ity news media, contact minority contractor organlza-
g L tions for referral of potential subContraotors, and
- contact ‘other sources likely to yield minority
T contractors. .
. . \/’

- A programin Long Beach, California, 1mp1emented an
ational forum for minority and female entrépreneurs.,™
in addition to focusing on Federal and local mandates
directing the solicitation of minority and femile Sub*
contractors. The irocurement officer also .developed a
list of m1nor1ty and female-owned firms and regularly

( . attends m1nor1ty bus1ness seminars. .,

N »

-~ A'similar program in Los Angeles County includes a
) J . minority vendors program, primarily for the purchase
) ' of supp11es. A key i]ement of the program ‘is a require-
. : ment” that all <infornal offers be directed to at least
I, ) " two minority vendors. , , . ,

ﬁ ; <« A special bonding program was 1nit1ated in Ph11ade1ph1a
f . . with an insurance company to prov1de bonds for all
 .suppliers whose céntracts range betweern $2,000 'and
/ ‘ - $20,000 to increase minority contracting in the city.

i N

_*2. ‘The following factors hamper the success(of érograms based”

o\ ., on adm1n1strat1ve@author1ty f ’ 4

< Statutes or charters in most Jurlsdlctlons wfth'contract—
. ing programs: based on admlnistratlve authorlty require
S [ comthltlve biddlng,lwhlch presents a major obstacle to
_— \\ o establlshing programs for negotiating’ contracts withOut
b ‘\ ¢ competitlve bidd}ng. ‘Therefore, adminis rative prqgrams
\ are/limitéd to providing information, d veloping bidding
. o Ls, and encouraging minorities and women to’submit
. , j' N L bids. ‘ : { i 7m

S P .
J Y I C ~ - / -
4 “A\x The pnw111&ngne s of many c nbractlng officers to
i ' abandon long- established contfacting practices nct
leected toward mindrities or yomer is' an obstaéﬂe_;o:g

\effective implementation of. spec1a1 c0ntract1hg proi7ams.

s

’ \ . 7 . \\ t e

§ . ,' - Efforts to increase! the. number of midority and fema’ ———
; . Elrms on b1dders lists have been “thwarted bQ contractlng '

e ﬁpractlces such as requiring minority and female-owned
. " ———.__ firms to comply»w1th stringent prequa11f1cat10n standards. /
IS o ]

ERIC ~ . .\ SR AR R
\dﬁTMﬂﬁ : !," A ) . 0/ N , o~ ; .
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. , - Without legislative authority or strong execu%;yéﬁﬁﬁpzﬁpsﬁ‘”~
- / .port, contracting officers. do not feel Justified: 4n> -WJF 5
- . . : - - . , A s T .
- diverting staff resources to special efforts £o ajd.i. | - A
v 5 . H L2 T “ :

. }
H . ]
'i . . A "

minorities or women., - AN < < 'g

R ; . B h L4 - -
- . + R -~
H y 1 . f . C - “

Lo { '3, Statutes and orditances provide /the authority for sét;aside;,}
- > « ﬂ; '

TwL s
7

> &, .
/ contract programs and programs with informal bidding pro<.:+/°
» . . ) .~ ; « ;\":\‘_ .
/. ' cedures. The CGommission identified -only 1 bf;egqh‘fﬁbm-the, e

- ~ R R . 5 - Ed
76 responses to its questionnaires to State and Igcal gbyenn-

“

Vo - ments. Both have potential, biit neither hes been ﬁart;:h 'i// '\\
I N 3 ! i

v ¥

. . . ‘ cularly successféi:;n igcreasing contract éyardé to minofiy{ .
. * ties and women. t ! _ o \
- The Illinois Small Business Purchasing Act authorizes a
formal set-aside program in which” conttacts are:with-.
-drawn from general competitive bidding and reserved for
- ‘the exclusive-bidding of smal firms, particularly .
minority and -female-owned firms. If. fewér than three '
“firms respond to an ¥nvitation to- bid ‘or :if the, accep~ o
. tance of the lowest bid wou'ld mean paying an unreason- .
’ *  *able price, the bids are rejected aqgvthe contract is e
- ‘ . .

- opened for Lidding by all firms. - § . ‘

. - The Cbmmissjon identified one program in Denver,
P Colorado, that has ihformal bidding procedures estab- ,
T . lished by legislation, The Denver small purchase ) \
' . ordinance authorizes informal bidding on any contract ’
- . for supplies and setvices totaling ,less than $5., 000
- and removes Trequirements for perfoJmance bonding and
prequalification for firms filling.these contyacts,

o

|
) . )
V. Limitations Common to all State and Local Special Cdntracting Programs

[ ] : .
TLAY MOSF all of the programs suffer from poor dissemination: of

/

“

2

et
1
.
. A_,f RPN

i la -
information to minprities and women; as*well as from -poorly- R
’ﬂ ¢ trdined staff limifed by their size. -,

- \ 1. The faifdfé:tvﬁréceivé adequate notice of contracting

opportupities|is a major factdr.lihiting the effectiveness
- 77 f .

" of special cﬁntraé&&ng programs, Oniy 23.8 percent of the

[

%

, , \ 3 ,
minority, and fema e-owwid firms interviewed were aware of
- _ 1 - M . -~

4 el

any State or local cont\acting opportunities being offered,
° - 7 ! ! ,

~ b
. / . - "

T e -
. : ———
. -




7 . 2. JInformal bidding procedures}are not we11 advertised in

e ” m1nor1ty m ia, and State pdrchaslng offices are remote

[y

I from most mi ority firms. i BN '

~

.t 3, Only one prog?am surveyed had staff members who~-demon-=

. _strated an: awareness of the distlnct problems of f1rms

i
o - owned by minorltles,and women and the need for aff1rmat1ve

N S actlon to ‘increase- the1r/part1c1pat10n in State -and local *o

s - e » - f

-~ s .zf~ contractln - Furthermore, the Commission found' (a) a
» - . ~low tatio Zf m;norlty and female buyers and constructlon
= ) ’ [T;nenglneerd Ln.sontractlné staffs; and (b) negatlve and "
: 7 . even hostxle\%ttltudespamong State and local’ procurement ¢

s . offlcers toward mlnorlty and: female-owned firms.
] - oty ~

. Py 4. Program staffs*have,n t been given any speC1a1 training for’
AT ' 1mp1ement1ng the programs in their Jur1sd1ctlons. -

VI. Pendlng Legrslatlve and Adm1n1strat1ve Measures to Create New .
. Programs Y . N \\ -

. &' A. State and local contracting officials 1ndrcated that the most .

\\é -,l; effectlve spec1a1 progyams are the contract set-as1de and
RN programs wherelstrong leadership is exercised by ch1ef exec-
A utives. Thus, severa{ Jur1sd1ct10ns have sought 1eg1s1a§1ve
\authorlty before 1mpﬂement1ng any bus1ness development
‘ : programs, ‘but nonme has been .enacted. . )
1. The Arkansas Smlil Business Purchasing Bill would havei o
provided for estabiishment of a small business bidders'
o, list and the settlng as1de of certa1n categorles of
b . ,?commodities, equlpment‘ and gervices for the restricted
T \ b1dd1ng of small firms. The bill died in committee.
' 2, House Blll 743 in Pennsylvanla would.have created a
‘ minority bus1ness development program in the State depart-
\ QZH?_Sé commerce An amendment to- -the b111 specifically
. included §ema1e -owned firms under the defln1t1on of mi=

nority/ business. This bill a;so died in committee.

LS \‘1 " - ~ ‘}J : ’ T

B el j ) - . - .
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A few other jurisdictions'have prOposed other measures, such

[ . H
as commltments to develop minority and female business programs. o

1. The Governor of Mississippi pledged to establlsh proce-

- dures~fbr dlrectlng State contracts to the minority
.buginess” community. -5 . » . ’

2, "The City Council of Kausas City, Missouri, adopted a ;

-resolution requestfing the city manager to implement new
5 procedures to fadilitate the participation of minority and

- s L . ) ’
! female-owﬁed buSinesses in contracting, Kansas ‘City is one of -

very few local Jurlsdlctlons that views female contractors

s

as equally dlsadvantaged but dlstlnct from minority

“- business people. ‘

Aruitoxt provided by Eic:

.
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II. Data on Minorities and Women as Contractors C, e s

Y s Tt A ’/
A RECOMMENDATIONS R .-
/ - ' - :
FEDERAL CONTRACTING - ' ¢ |

I. >Minorities and Women as Federal Contractors. Within the next 5 years,

the Federal Government should 1ncrease the annUal dollar value of 1ts
contracts and subcontracts w1th minority males ‘minority females ‘and

nonm1nor1ty female-owned firms to &an amount at least equal to thelr

“representation in all American businesses. "This means that in FY 1980,

for- example if‘minority maIes own 5 percent of all businesses, they
shou1d be awarded at 1east 5 percent of the total dollar amount of all

Federal:contracts. ,The same formula.should be applied to minority and

nonminority, female-owned businesses after their number has been
. » “ - - »

determined by a census. L - .

a N -

A. The Interagency Committee on’ Minority Enterprlse s- Task Force
-on Data “should formulate uniform procedures for collectlng and
report1ng 1nformatlon on government contracts awarded to firms
owired by m1nor1t1es ‘and women. The owners of these f1rms
should be cross-class1f1ed by sex for the followlng groups'
(D whlte,.(Z)‘black, (3) Americans of Spanlsh speaking back-

grourd--(a) Mexican Americans, (b) Puerto Ricans, and (¢)

v

‘B.- The Bureau of the:Census*shoﬁldéimmediately conduct a census
of female-owned firms tabulated by. the following racial and
‘eLhn1c croups: ¢9) whites, “(2) blacksj (3) Amerlcans of
Spanish-speakingﬂbackground--(a). Mexican Amerlcan,
(b) Puerto Ricans, and (c) others; (3) Native Americans
(Indians); and (4) As1an Americans. Thereafter; a census

/
should be conducted every 3 yéats.

‘<w\\y// . .

i 3 .
.ot ' / | - ®
e v f . ’ ) ! T
B
-

others; (4) Native Americans (Indians); and (5) Asian Americans.

v

»
[E44
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¢ The Bureau of the Census should revise its Census of Minority

LY
e
-

BUSlnesses to account separately for the following ‘minorities: *~
'(l) blagks; (2) Americans of Spanish-speaking backgrounds, (a)

N Mexican’American (b) Puerto Ricans, and (c) others$ 3) Natlve

Amer1cans (Indians) ¢ and (4) Asian Americans, These data

S ’ should'be classified by sex, . - : , .

.

ITI. Meeting the Needs of Flrms Owned by M1nor1t1es and Women

]

A, SBA THS, BIA, and—othen civilian agencies should wr%e maximum

.. usé of cash advances to minority and female contractors, as .
. authorizéd by 41 C.F.R. Section 1-30.400,-fo assist these
’ firms in meeting their working capital needs. . T R

e v

B, The Interagency Committee on M1nor1ty Enterpr1se in cooperatlon -
- with OMBE,,SBA IHS and BIA shouid develop programs that.

provide for‘ . : ) . oz
- 1. Exerting special efforts to involve minority‘and-female-
owned businesses 1n manufacturing, tbnstructlon and
research and development contracts,- . . A
2, Traln;ng,contractlng speg1a11sts to increase their aware;.
ness gf ‘the needs of,minority and female-owned firms and -
the merfps and objectives‘of:special efforts to provide \;
them contraeting opportunitiés,
'.*A3£ Epcoupaging Federal ageneies to recfh{t actively and to
employ a.largeg.propoytion of minorities and womé€n as
contracting §peqia1istéz-particularly in supervisory and

. »

pollcymaklng jobs. \‘ -
‘ ) 4, D1recting~more;Federa1 loans to m1nor1ty‘and female- owned
bus1nesses that have potential for government contract1ng
5; Improv1ng the flow of 1nformat1on on bidding and -negoti-

ating opportun1t1es by -such means ~as estab11sh1ng a section

’ for advertising potential contracts for minority and female~

- owned firms®in the Commerce Business Daily.’ o

FRIC ~ < o e S

2,
Aruitoxt provided by Eic: - H
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Iy. i_ree Special Contractlng Programs ' ' ) .

T~ »

-

A. ' Federal efforts to implement special contract1ng programs must’
' be accompanied by a strong commitment by the heads of all~-.
Federal agenc1es and departments Thrs commitment must-be
'x communlcated in forceful language to contractlng personne1
at a11 levels. There should alsd be better coord1natlon .

among the Interagency Commlttee on M1nor1ty Enterprlﬂe, SBA,

-y

OMB and all Federal agenC1es respons1b1e for implementing
speC1 1 contract1ng programs. . o

.B. Establishing the Ellolbilrty of Women for SpeC1a1 Contractr~g
Programs . . )

.The Presid & should issue an’ Executive order establlshlng a,

t

e nat10na1 policy declaring women as® a group to be soC1a11y and

economically d sadvantaged and, therefore, eligible | for ex1st1ng
business development as31stance programs, especially the con-_

iscussed in th1s report. The President oo

i . s
¢ -

tractlng programs

L shou1d a1so'

- IR

1. Direct SBA to revise it% regﬂﬁatlons to reflect more liberal
. ' cr1ter1a in determrn;ng the e11g1b1Y1ty of nonm1nor1ty,
famale owned firms" to\part1CLpate/1n SBA programs for the ~

soC1a11y and econom1ca1 dlsadvantaged

-

2; Direct SBA and other Federél agenc1es to increase the number
s available to the 8(a) and

E

m1nor1ty subcontractlng programs to accommodate an in-

.

. and dollar value of contr

crease in the part1C1patlon of\m 1nor1ty and nonminority,:
al

- ) female-owned firms, while not minishing resources . for
. o

-y

m1nor1ty male-owned Eirms< N ' .
3. Dpirect that SBA's Office of Business Development be staffed
by persons concerned about m1norityvand female bus1ness

‘ _development and the number of mlndrltnes and women on the

to staff be 1ncreased commensurate w1th the~@ncreased “ .
. .
< respops1b111ty occas1oned by br1ng1ng women\lnto the ~
program. h . = N - .
. ] /o \\ ,

- s 'A . . /
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- 4. Create a task force composed of representatlves of OMBE

T . SBA, Department of Labor's WOgggua,Bureau the C1t12ens~

of Women, the President's

et

/ . : o Adv1sory Council on the ‘Statu
- J Task Force on the nghts and;ReSponsib?lities ¢f Women, - 17/
and representatlves of women' s busiréss organlzatlons to ° ,

o~
~develo and submit a detalledfplan for a spec1a1 bus1ness

N
e,

) - ;development‘program ‘for women within 1 year. 'é :
5. Direct/bMBE‘to“cbmpile a'comprehens{ve gfﬁectory of ﬁEmale- )
owneé firms\cross-classéfied by race. | R
{g. Goals and \ObJthlves e ‘
The Interagency Committee shou%d set goals for ‘developing a

.specified number of competitlve construction manufacturing

s N '-and research firms for the 8(a9 subcontracting program, the ;’~
- i *‘Buy Indian program, and the m1nority subcontracting program: '
V. The 8(a) Program, ‘ . h ' R \' ";} .

LS

A. SBA, OMBE, and.the Interagency Committee on Mlnorlty,Busxness . -
Enterprise should establlsh a comprehens1ve bus1nes@ydevelopment

strategy, including\briteria to be followed by regionar person-

b nel adm1n1steang the 8(a) progra. The‘strategy should cOVer
. . .
-© - but not be restricted to: S A 2
v N - = Defining c1ear1y what 1s’meant @y the term "attaining i om=
| ‘ petitive status. - . ! . b :
. .7* ‘ ——

- DescrLblng the manner in which the 8(¢a) program is to ass1str‘
socially or econom1cally dlsadvantaged firms to -become

. B competitive. .
- v -  Presctibing steps 8(a) firms must take to attaln compétltlve'
status. . . . LT -

~

- Devising methods for the ‘participation of soc1a11y or
economically disadvantaged firms-in manufacturing, con-

a4 n
‘ ~™~ , . . _struction, and research deVbLopment and demonstratlon
o = Tt cohbracts. - ' . T
. ; . .
¢ B. The Pres1dent should ‘sebk an amendment to the Small Business Act i

“ that would authorlze the app01ntment of an executlve 1eve1 asso-.

ciate administrator exclusively for the-8(a) subcontractfng p£§~‘

,\

’
. . \ TN
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. gram Pending 1eg1s1at1ve actlon, the Office Of Bu51ness DeveLOp- ’ ) - o
ment (OBD) should be transferred to the Assocnate Adm1n1strator . . 'é

for M1nor1ty Enterprlse, Reglonal staff resources for OBD @hould o o,

~ be lncreased to enab1e the program to operate without borrowed 3 o,
v

These measures would allevrate problems resu1t1ng T .

"
2

from a conf11ct of commitment w1th1n SBA ‘s headquarters and. . .

¢
3

L

personnel

reglcnal off1ces - ~ : - .
~ N s

'C. OBD “should be stanfed by persons concerned about minority and

female business development, and the number of m1nor1t1e§*and

women on the staff shouid be increased at least to the 1eve1 ~

. . requested by SBA in 1ts FY 1975 budget o ' -7

.. SBA should appdint ékllled procurement spec1a11sts to OBD staffs
These

& who can match contracts w1th the approprlate contractors. L ) .
) h

also be skflled at employlng business develop- -
e

\

¢

i
specxallsts should

LY

medt resources in administefing comtracts. = . .

E. The 8(a) program should be used to increase the overa11 compet=- )

* itiveness of mindrity and fema1e-owned firms ln manufacturlng R

construction, research, development, and demonstratlon contractse

. F. Federal agencies part1crpat1ng in the 8(a) program.and SBA :

d average dollar value.of 8(a) . o

should increase the number an

,4 . contracts so that 8(a) firms are better able to improve thelr

2
;

M,
ki

f}

[

development potential, -

-*, @. Heads bf Federal agenc1es should demonstrate their commitment

a to the 8(a) program by des1gnat1ng staff at every ﬁevel to i .
. watch for potent1a1 8(a) contradts. .o | - o - .
- ‘ H. SBA and the Interagency Comm1ttee ‘should develop gu1de11nes for,
the‘selectlon of potent1a1 8(a) contracts;by the agencxes.

. _\They\should prov1de £8r ] ,

LY

oo v
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Aruntoxt provided by Eic
7

" 8(a) e11g1b111tx

. 4

-as;fst 8(a) contractors by coord1nat1ng f1nanc1a1 and techni a1

"SBA should develop cr1ter1a’and
"graduatlng firms from the 8(a

‘ part1c1p¢t1ng firms by cert1f1ed mail of the1r term1nat10n or

‘ T " .'\qf;\ - 13[*‘ k ]

oo LI
- ¥

. ‘ ' 1
1, Us1ng busipess plans to prOJect the total ébllar volume and A

1ndustr1aV c1aSS1ficat1~n of contracts needed to prov1de B

adequate Support for*8(a) firms to achleve cometive -

- . - 3 & \ ‘

status. v - . « " < ;
10 o N

2. Requesting that all procurement‘needs W1th1n thé agencies. )
be sent to thelrfmlnorltyrfemale.bus1ness development o -

A
spec1a11sts to” be screened for 8(a9 contract1ng potent1a1

3

3.° Estab11sh1ng profedures to*1nform the agenC1es of éhe ;'

c1ass1f1catLons and’ qua11f1cat10ns of 8(a)-approved flrms
\ R "\

SBA should develop comprehensive un1form standards for approval s
‘of firms for particlpatlon in the 8(a) program and- protiide

minority and female contractors, Sufg;CIEHC techn1ca1 ass1stance

Jin develop1ng buS1ness plans, so that the plans can be used as.‘ -

teliable bases for apprn«al

N -

SBA should take §£Zps Lo improve the match of contracts ‘with -

contractors by fo ulating specific gu1de11nes ﬁor its bus1ness o

development spec1a11sts to foliow Fedéral agenC1es should be

all Wed more d1scred10n in match1ng contracts with contractorsg,

but |the ﬁlnal se1ect10n ang, terms{of the contractes should be’

-

sub ect to SBA's approvalu ~ ’ . B
!

i

SBA;should coordinate and fully utilize avallable resources to

as31stance programs,cfhus;grv1ng ‘them maxlmdm support in develop-

abilities , .

procedures for term1nat1ng and

ing the1r marketing

‘.a'

i

program The. criteria snould

establisH minimal perﬁormance evels, for determ1n1ng cont1nued

SBA “should also require notlﬁrgatlons of par

-

graduation.




VI. The Buy Indlan Program " "
' A. The Interagency Comm1ttee on Mlnorlty Enterprlse and OMBE showld
g

. assume an actlye role in coord1nat1ng and m9n1tor1ng the Buy

Ind1an program The program also should ‘he more clearly defined

e

to exp101t fully its potentlal for Indian bus1ness development.
. B. The Interagency Commlttee, in cooperatlon w1th the BIA and- IHS,
should develop a strategy for 1leement1ng the Buy Indian Act to

P -~
S

“ provide for: 3

- Assigning IHS and BIA a spec1f1c number and dollar value of
’ < Buy Indian Act'contracts to be awarded to Indiap tribes and

N - commerclal frrms each fiscal year., .. _~°
] = Diﬁectlng area offices W1th1n dach agéncy to compile lists

! (des1gnat1ng the sex of owners) of Indian tribes and com-
: " mercial firms with potent1al for prov1d1ng needed goods and/

N : services. ] . - ]

’
ke

- Assigning techn1cal assistance resources to Indian tribes
- - " and commercial firms that are tailored to their needs. -

- Training contracting spec1a11sts in the 1mplementat1on of

- / ‘ the goals and objectives :of the Buy Indian Act. i

/ : " Disseminating information on the program té Ind1an entre-
/ preneurs and tribes. » y
/
. / . C. The Interagency Commlttee should appolnt a task force of
) / . representatives from the Department of the Interlor and HEW to

develop and propose un1form Buy Indian regulatlons for BIA and
14

-

i IHS, which should 1nclude' . i - .

Redefining "products of. Indian industry in a broader ! -

9/ -
// . manner to prov1de the widest poss1ble benefit from the
. Buy Indian program. \ ,
L - Deciding the extent -0 which contracting off1cers can -
v exceed competitivetprlces in awardlng contracts, , B
.D. The Commissioner of BIA and the Director of ‘IHS each should
s \- ¥
\ appoint coordinators to monitor the performance of the Buy
[N N .
Indian -program for: ’ : oo .
o ' L ) *
. < & . -
x a"
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4 VII.

o . x
'

. = Consistent interpretations of the program’'s regu;atlons

7

- Comp11ance with [policy directives.

-~ Efforts to increase the part1c1pat10n of indlan commerclal
firms in the progranm. ) . ; .

“

o - The comp11atio and contrnued updating of h1sts of Indian _7
| firms, by sex pf owners and capab111t1es 1 :
E. OMBE and the agenc1es respons1b1e fox Indidh programs should »"
comp11e and maintain a. complete\ accurate, an# current.direc-
- tory’ of all Ind1an f1rms} / ! ) .
F."The Interagency Comm1ttee shouldlconduct edu%atlonal seminars

i

on thé Buy Ind1an prograj and d{ssemlnate 1nﬁormat10n on the

|

tr ‘ctlng opportunltles throughout

‘program and potjntlal con

Ind1an communities

!
|
| R j
The;Mlnorrgy‘Sﬁbcontracting Program
The Interagency"commrttee

GSA DOD,, and other Federal .agencies sﬂould rev1se the

mifority subcontract1ng r=gu1at10ns to prov1de for:

.- Imposing aff1rmat1ve aubcontractlng'requlrements on, ma jor’
contractoFs with contracts of $1 0,000 or more instead
[of $500, ! 4

0Qo, ’ . { r,

9 !
'Directing prime contrcctors to ma1nta1n .and submit .
quarterly-reports on therr‘minorlty and/or female sub~

contracting programs. |- {

a
o
|
¥

o~
o-!‘

- Impos1ng a‘penalty‘on prim conLractors of up to' 1 percent
t = of the value of thecoptract for failing to fulfill mi-

norrty and/or female Schontractlng responsibilities.;

cons1derat1on of commitment

«

/
o~

'

Task Force,on Government Procurement

LS

- Including a provision requirin
' to minority subcontracting a
the amount of the fee o be a

factor when determining :
oved qr paid. | / .

- Directlng that past 1mg1emént 1on;o’ the minority subcon-
tnactlng program be a factor 1 eda uaﬁlng contractors
proposals on negotlate

procur men 5. - ' /
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* B. - TWragency Commlttee on Mmorlty Enterprlse, OMBE, and a[ll
Fedéral agencies should develop goals and strategles fon .
A j

/- 1. The minority su

or1ty‘and female firms on prime oontqacts 1nvolv#Lg con- +

Y

struction,

/' development government-owned contradtor operate& fac
) lltleé, and research and &evelopmentJ /

2. OMBE should awdrd subs1d1es to prlm% contractors/who

N ‘ T prov1de substantial subcontracting épportunltles and/

/ techn1cal assistance for eligible ?1nor1ty and female

firms .on contracts listed in B-1 tE enable theT to pa

cost of prov1d1ng the technical a351stance / '

It = KL“‘OWBE should glve d1rect grants togmlnorlty and female
) / flrms whose staffs need traxnlng,ko partlcxpate effec

«
!

1veiy in prime contracts’ noted 1? B- l

C. Federal agencles should establish pgocedures to

effectively.implemeztlng the mlnorlty subconbractlng prpgramr

contract1ng clguse shoqld be used as a |

means for 1ncr4as1ng subcontract awar€§ to ellglble mi-=

transportatlon weapon and“electronxc systems

N
ite
; a

/

I

y the

t-

be foﬁlowed by

small bus1ness spec1a11sts and contract\ng off1cers for mon1-

toring contracts for compliance w1th the m1nor1ty schontnactr

1ng clause.\

¥

\v[-k

to minorfities\ and women, ‘ / f

?. Tﬂe Int ragency Committee,
/

;should institute procedures to 1nform contractors
. respons1b111t1es\and “provide, g?ldance for them

E, |OMBE should complle a comprehe

e
T——"

{

|

\ . . ;/ e
. s \ f i

Agency staffs should @lso be requlred Lo list
’prime confr cts offerlng subcontractlng opportﬁnltles and to

- ] collect data\sn the numbef\and tﬁpes of subco?tratts awarded

OMBE,Iand other Federal agencles
of their

-

sive and accurate d1rectory of

' m1no%&ty males to. Supplement tLe d1rectory;recommended in IV
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STATE AND LOCAL CONTRACTING ‘ *

A, State and Local Governments :

-1,

B. Federal Actlon . ° " f .

. awarded to minority males,

State and local governments should;anrease the |
M {
N I

Within 5 years,
number and total dollar value of contracts and subcontracts
m*norlty females, and nonminorltx .

female-owned flrms to. an amount equal to® the1r representatlon

e BN
in the bus1ness communities of each Jurlsdlctlon

4 ’

s

1.

- and Circular A-102,

The Interagency Committee on Minority Enterprlse and GSA should
monitor Federal agencies to determine the extent to which they
are requiring Stdte and local govermments tq establish con-
tracting programs for m1nor1t1es and women ‘

OMB should amend the m1nor1ty enterpr1se provision of Clrcular

A-102 to require State and local governments to increase con- . . ,

tract awards to women as_ well as m1nor1t1es - *
Federal agencies should enforce Federal pollcles and procedures
des1gned to stimulate thetdevelopment of speclal contractlng /;
programs by State and local governments, 1nclud1ng aff1rmat1ve .
actlon programs required by Executlve Order,11246 as amended

N - i
Agencies responsible‘for monitoring "agency enEorcement‘of ' Tl
C%rcular A-102 and the Interagency Committee should develop
a system for the uniform collection and reportiné of data,
cross-classified by race and sex, by Federalﬂagengies on | -

contracts awarded to;érnorities and women at the State and

local levei, Federal*agencies administering grant programs
should require all State and local grantees to comply with

the reporting reﬁuirements.

*

138 : 7 .
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c.w State and Local Action . ' N -

1. State and local governments should,, establish special’ contract-

ing programs tdo increase contract awards to minority and-

-

female-owned firms. Jurisdictions that have special program‘
- - for minorities only should exterd their coverage to include
women and increase resources to accommodate;them Without
] ‘thereby diminishing resources’ for minorities,
- 2;‘;State and local legislative bodies should amend statutes and
charters)that require competitive bidding in a11 circumstances
'to permit the selected negotiation of contracts'without'com-'

i

H . . )
& \ d'petitive bidding ' . .
3. 4Tra1ning programs should be established by State and local

1
governments to educate contracting officials to the needs of

- - qminority and female-owned £irms and*the,benefits of contracting

? Jwith them, dispelling the unJustified negative perceptions
]
)concerning the productiVitv of such firms

’ ) 4, ungld prequalification standards, “such aq requiring firms to.

=

;

¥
«
¥
I’

. %have been in business for a year in ord§r to bid on State and

1oca1 government c0ntracts,‘shou1d be aholished where it is

demonstrated,that such practices are no& essential to good |

S

icontract administration. ¥

A
v

n»..-..’.

5. !State and docal 1egis1ative bodies and;executive officers

should support minority and;female bu%iness development by

-/

allocating sufficient staff resources to assist the firms,

procurement laws ,of their Jurisdictions and determzne the
extént to which these laws permit the establishment of con-
,tﬁact set-aside programs. If there is' no authprity for con-

Lract set-aside programs, theaexecutiyes should propose

T /legislation for such authority o
rd i l,
SRR U Ty 1S
ERICY . R R
Wiiﬁﬁﬂ” . : . 1 { R ‘ .

ool

6. ‘Goverpors, county executivep, and mayors should review existing

A

(S5
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A In the, absence of legisldtion authorizing contract set-asidej;w“#ﬂew__yw

programs State and local government offic1a1s should demon- .
b l strate a commitment to foster minority and femaLg bysiness
development by establrshlng mingrity and female vendor and

) 1nformat10na1 programs They should also carry out the ‘ .

“ \ » . ¥

o follOW1ng <\ . .,

“y L. Develop lists of m1nor1ty\and female-owned f1rms which" are . .
7 - to receive copies of a11 fnvitations to bid. . .

) - Publish.in minority and female-orlented media. and trade

associations notices. of invitations to bid, and the names .
] of departments and purchasing offices and goods or - -
T . services to be procured ’ E -

- . Initiate _special afforts to Pprequalify minority and female-
i owned businesses for bidding on State: and 1oca1 contracts L7

- Recruit and employ m1nor1t1es and women" and othen 1ndlv1d- .
uals who are aware of and sympathetic with. the problems.of. .
firms owned by m1nor1t1es and women and the need for af- '
firmative action to increase their patticipation in State
and local conbractlng These individuals should be ap-
poﬂﬁted to”either the executive offices or to each procure-

f\

~

s 7.
- ment office to oversee special efforts to involve
< minorities and women in centracting., °
N - Develop and implemént. special training progirams for .
. . procurement‘offlce»personnel to learn how to administer
- 777 *special contractlng progréms for minorities and women.
S I
- ,Conduct sem1nars to 1nform minorities and omen how to
. prepare bids and proposals in order to selll to their . S
o : State, c1ty,’and local governments . i ' . T
- Establish comprehens1ve data collection systems that would ° )
cross~-classify contracts by the race and sex of the con-
tractor and by .the type of product or service purchased.
8. State and local governments, in complying with Executive -Order
> 11246, as amended, should require that each prime contract
- 1nc1ude a clause prov1d1ng for an afflnmatlve actlon plan to *"‘k‘
i
ensure that m1nor1t1es and women are g1ven an opportun1ty to !
bid and negot1ate on subcbntracts -
; :
x . ﬁ,',;;“ l’
’ * i /
57 - ! - i
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establlsh programs th
States with OMBE's should expand their scope and

- 141

States thhout offlces of mlnorlty

4

- .

;.w'

business enterpr1se should: ~

-

at cover both minority and female-owned

»

u

“~

such as the League of

L ' businesses.
) i N
\ . increase their resources to- include women.
10, State OMBE's should encourage the exchange of information-on ’ X
- i special contracting programs between State and local govern-
. ments thr pg@ national assoc1at10ns,
~ N ‘/'
Cities. °° .
13 i
. .
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t ' APPENDIX A

METHODQI.DGY FOR SURVEYS OF FEDERAL, STATE AND LOCAL L
GOVERNMENTS AND INTERVIEWS WITH. MINORITY AND'“FEMA'LE .

~

,1 : OWNERS, AND.-MANAGERS -OF BUSINESSES -
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A

SURVEY OF FEDERAL AGENCIES - . ' .

) The Comm1ss1on surveyed 10 Federal agenc1es and offices responsible |
} for Indian programsﬁ”the Bureau of-Indiaf Affa1rsﬁzflh) of the “Department éw~

of the Interlor,«and the Ind1an Health Service (IHS), Department of Health,

1 \

Educatlon, and Welfare. . - \é
. " The 10 agenc1es were ‘selected onfthe\ha51s of the size of their pro-

c curement operatlon and thelr\reported patrticipation 1n«the\ﬁinor}ty

4 -

Enterprmse Program. Agenc1es that awarded numerous or substantial contracts
to m}norlty firms in FY 1972 were includéd, as ‘well as .those agencies that
awardedhwery few contracts to such firms. Slnce no data were kept wh1ch
wou1d 1nd1cate wh1ch agencies awarded contracts to firms owned by women,

, agenc1es contract1ng for goods or serv1ces likely to. be provided by,,

female-owned firms were_ included-. Also, a congclous effort was made to -

- 1nc1ude-agenc1es that purchase a var1ety of goods and services, 1nc1ud1ng

——iit

R

constrtction, manufactured goods, and_ research serv1ces. [

Questlonna&res sent §o the 10 Federal agercies, the BIA, and the THS 0

»

-

requested the follow1ng information: ) j . 4 .
* 1. The number and dollar. value of contracts awarded to .
: minorities and women, according to construction, manu- )
S ] facturing, and.serv1ce standard industrial c1ass1ficat10ns. S
' '2.. The number and‘d"Tiar value of subcontrdcts awarded to
_ﬁ,,mmlnoritles ang women, * . -
- B t
z! 3. Whether the agency -established goals for m1nor1ty and
' -female. contractors. - . .

4, Whether the. agency had estab11shed procedures. for 1mp1e-
) menting 'special - contracting programs. .

5. .Whether the agency had established procedures for dissemi~

natin information on spec1a1 contracting programs. °©
- 2

A followup létter also was sent to the same agencies asking whether

they were maklng any spec1a1 effort to award contracts to women and

whether they maintained data on thednumber and dollar amounts of contracts

1‘
e

*  awarded to femalle-owned firms. : ,

: ' - »

Q ’ < . .
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Subsequently, interViews were conducted with, 53 Federal contracting :
“\-_ i?ﬂ*' q»-
officials in headquarters and three regional offices (San Francisco, ’

California; Chicago Illinois, and Denver Colorado) These officials
were selected on the basis of their familiarity with or responsibility

for operating the 8(a), minority subcontracting, or Buy Indian programs. .

The obJectives of these interViews were to obtain a clearer understand- v

\
ing of how the agencies. and the Small Bus1ness Administration were carry-

and ‘to determine what problems_they confronted‘in doing so.

Ten headquarters contracting officials were interviéwed and asked a

- . series of questions pertaining to their agencies' contracting and 8(a)

policies. Additional questions focused on three maJor areas:
(a) Barxgiers to minorities and women in government contracting..

(b) Measures being employed by agencies to assist minorities
and/or women to overcome these barriers. . L

R » ~ .
-(c) The potential of firms owned by minorities and women as
p *
government contractors. - - .

The remaining 43 regional and operating contracting specialists
‘wepe asked a series .0f 25 questions on operating .procedures for the
8((a ), minority subcontracting, or Buy Indian programs. Questions dealt
with the following issues: 1 ’
(a) Criteria for identifying réquirements suitable for 8(a). -

- (b). Whether there were any particular problems,associated~with
doing business with minority-owned firms.

-

_ (¢) "Whether the specialists could estimate the volume of ' ?2
> business done with female-owned firms. o
(d) Procedures for negotiating, pricing, and awarding contracts .

through the special contracting programs,

(e) Methods used in determining the level of technical .
assistance-an 8(a) firm required. .

" (f) Methods used in setting annual goa1s for the special |
contracting programs..

(g) Problems inherent in the operating procedures as they affect
SBA, the contracting agency, and the participating‘finw

~
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»

3; to’ determ1ne whéther:

‘ﬁeeponses'to these questions were in narrative,form and‘nere'
relied upon in the Commission's analysieaof the operation of the 8Za),
minority subcontracting, and Buy Indian programs. ’ ’ )
SURVEY OF STATE AND LOCAL GOVERNMENTS ' I ¢ : N

Because of the 1ack of information on State and local programs for

m1nor1ty and female bu81ness development the Commlsslon sent quest?on-
naires to all 50 States, 51 cities, afil 36 county governments; The
cities se1ected were those whose. Standard Metropolitan Statistical Area .
.1nc1uded at least 500 minority-owned firms, according to the 1969 Census
of“Mlnorlty Businesses. An effort was also made to 1nc1ude those c1t1es
with a large number of minority construction and manufacturlng firms.
Since there were no data to indicate wherevfemale-owned firms were
“1ocated, it waé.assumed that they a1so‘wouid be concentrated in the
same urban areas; In addition, other areas were selected on the basis
of handng a minoritxlpqnulation‘of §0,000 or more. - Counties selected
were those in which the:major cities were located, prov;ded the counties

had a separate governmental'structure: The questionhaire was designed
1. The Jurlsdlctlon could identify minority and female T, B .
contractors by sex, ethn1c1ty, ‘and race. .

2, The jurisdiction was,prov1d1ng business development
assistance to minoritiés and femalés.

. 3. The jurisdiction had special contract1ngfprograms for
| - minorities and women. j . . . &

‘ 4, The Jur1sd1ct10n had developed a spec1a1 data collection
\ system to determine the,extent to wh1ch contracts were . |
being .awarded to m1nor1t1es and women. - . !

wn
.

Legislative or admlnlstratlve proposals were pendlng to
) establish special contracting programs for minorities+and
women in the Jur1sd1ctlon.r oo K

Approximately 55 percent, or 76 of the 137 Jurisdlctlons surveyed,

i
«

responded to the questlonnalre.¥ See table 17 for a list of the respond-
ing jurisdictions. ‘@ \ . ; ' ‘ » - . - = .

1
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Followup questionnalres were sent to five Jurls% ctlons--all States. .~
These were the on1y Jurlsdlctlons of, the 76 responding to the Commission's -

questionnaire that 1nd1cated they collected’data on contracts. awarded to

minorities and women. “The States were -Ohio, Texas,,ﬁashington, M1nnesota,
2 i

*and’MissJuri. This quéstionndire requested the number and -dollar amounts

of contracts awarded to

\mlnor1t1es and women, crosg-c}agsified‘by race;
ethnicity, and sex.

-Generally, the data received were éketchy/andﬂnot
cross~classified., . ' ‘

o
; PYEE
)

, -
\

s

- The Commlssion condﬁcted interviews with 50 State and lTocal contrdc- oo
i ting SpeCIallstS in the 10 jurisdictions with special

C

contracting pro-~
grams for minorities and women. The purpose of these
in

1nterV1eWS was to
determine the characterlstlcs of the program, how theg

mented, and whether they were\producing results, - ‘,
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OMB No £ -115-573001
Approval expires Sept. 30, 1973

»

p . QUESTIONNAIRE T0 STATE AND LOCAL c
\ . _ GOVERNMENT REGARDING THEIR GENERAL .
. . AND MINORITY PROCUREMENT PROGRAMS ~ - - ,
-\ GENERAL® PROCUREMENT : - ’ ) O
1.

Do\you have a procedure for determinlng the level of minority and
female participation in your general ‘procurement program (as

., distinct. from any. special prograps ‘to purchage from minority or
Ty . women suppllers)°

t \ ~ - . .
« B \ .
“/

If\"YES " attach a statement explaining the procedgres followed
ASSISTANCE TO MINORITY- AND WOMEN- OWNED FIRMS ~

2. Does your government assist minority- and women-owned bus1nesses
in any of the ways.listed below° “- -,
2 . ’ :
a. . Loan programs ' YES . No, .-
- = . [ - )
. by Technlcal assistance * YES ‘NO ]
Co "Packaglng v 207 . YES NO
< d. Other (Specify) ° =~ YES____ MO
T Y . - ' - L
" I ; ot . ‘L ‘ ' Yo ‘
Attach a br1e€wstatemen descr1b1ng the act1vit1es checked
3;

establish a policy or program for ‘assisting businesses owned
" by mirorities and womed in the -near’ future’

.

st oo T T
4., If your answer to 3.\1s "YES " indicate whethe~ 1e51s1ative or
- \executlve actron is pendlng: . LI R
YES . NO _ . ; R ¢

-
1 -

i -
‘ v
[

207. "Packaglng" refers to assistance in the development of business

proposals, .| resentatlon to SBA and the prov1s10n of-on-going ‘technical
assistancev .

-
LI
-
5

If the answer’ to- 2. is 'NO," does your goVernment plan to . '

LN

23



. 5: Does your government;/have a pollcy of assisting m1nor1ty an
S women-owned bus1nes s,through a special contractlng program?

L YES o NO 5/» L e _‘ . &—\
- . &) * S\ T

L . Instruétlon° If « é anSWer to questlon 5. = "YES," respond to- . '
. . item: L8 £11. If the answer: to questlon 5. is "NO "
resp d!only to items 6=7. . Y

6. If the answer “to Sj!ls "NO," does your government plan to estab 1sh :
a policy or progral of as51st1ng minority and women bus1ness develop-~
. ment through speci évfcontractlng progrdms?” . N
. b -
. £ ~
the answer to“ hg stion 6, is "YES it 1nd1cate whether 1eg1s1at1ve
\efutlve actilgn 51s pending, ' ] e
YES. | NO ,}[ et /o L

L) M -
- —— it - . » . °
A} T

. 8. Prov1de coples -E conc1se statements of your contractlng policies,
: ¢ prograps and operatlng rnstructlons des1gned to assist’ firms owned
: by;mlnorltles and*women. - g ' .
o . a. On*what date| was your. special contractlng pnogram . ~“;j*~ﬁ_
- - .initiated? ) - ) -,
. M f * - 4 ‘. T . Ii :
B P i . (month and year) /
¢« b: Check below/the authorlry for the program and attach copies
: of felevan documents. * ) . -7
. :{‘" o ) B ‘(‘rfn ( ) statute i . . . [ ‘ N L
QZ)/ Regulatlon . - o
o ! (8) Executive order : .
. - (&) Admlnlstratlve directive " . )
c. ~ Does your;program’for assisting m1nor1ty- and 7om]en--owned
// bus1nessés through” specrgl contractlng procedures include a
cmxe S/ provision'-for subcontractln% N - : . .
» . : . . \‘\\ ’ ' ‘ \ "
. YES NOl ) - . .
- L N s | R '

208, A minority hus1ness, as defined by the Small Business Admlnlstratlon,
+ is ‘a business concern:which is at leéast 50 percent. owned and managed by
’ individuals from rac1al and ethnic minorities including the following:
Blacks°rAmerlcan Indlan Eskimos, and Aleuts; Spanisn-sarnamed. Americans
(1nc1ud1ng Mechan Amer1caps, Puerto Ricans, and Cubans); and Astian t
'Amerlcans. R . - \\xx Ll
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.+« d. Does your program for assisting minority- a

nd women-owned

businesse§ include a provision for awards to minorities or .

women® to establish .concessions on government faciljities or

i

. propertiés? N j .
ws___ v \ P ) '
9, Which of the foIlowiné gfoups'does }our speci%i corttracting program ) f
se>V. to -identify and serve? . R\- f . | N ’
___Blacks . _TLSpgn%sh-speaking ’ ‘

A
LN . .
. American ‘Indians

'y

Meﬁ%can\Ameficans

..

& * * ._. Eskimog .. : ___Puerto Ricans
’___Aleués RN ‘{___pubaﬂq b, ot W
. __*Asian Americans . ©___Other Gentral or §dq%h Americans
N * ; ' ___ﬁpanishﬁnbf specified o
" Women , - - \‘;
: ) ___Other (specify) , ‘ ' . :
LY 7 T N " PN . N

L4 P .
£
-t R . K4
. - PR ¥o-

‘
ry

10. Attach a copy of the forms or format used in collecting data on

s the participation of the Qbove checked groups 1 your special: \
a. Prime contracting program - R “
& b. Subcontracting program ‘ ' +

~4 .
c.~ Concessions program £
; " 3 . .
11.  ,Please provide the following information concerning the person prin-
cipally responsible for administering your‘mgnority.and women busi-

[

- ness development -program: ) /
- . 3 - N * 3 ’

< . - &. , Name L - / ! . -,
Tiﬁ‘tle . 3 -~ , ‘ . / i &
~ f . s - * . . K
f Agency_.; - [ . . :

A “ / .
* Area Code Telephone. No. i & e
a L | ¢ t -

09. The categories ofksﬁanish-speakigg used here are consistent with
those used in the U.S. Bureau of the ‘Census, Minority-Owned Businesses:"
1969, MB-1, U.S. Government Printing Office, Washington, D.C., 1971.
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o b, The 81ze of fus or her projfessional staff: , . ’ .
) The size of his or her bud eEt for the last fulL fiscal
year (FY 19__): $ | _ . i
, . A
c. The name, t1c1e and addres }if his or her superior:
. ‘ o o
j g : \ ||
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““”“”hich”a*selectlon could be‘made. Since. the Bureau ofthe Census had ' ——

INTERVIEWS WITH ‘NORITY AND FEMALE OWNERS AND MANAGERS OF BUSINESSES
X\ . ‘ P Y S e

The Commissio utillzed an accideptal nonprobab11ity samp11ng of ]

*

minority and femal entrepreneurs to obtain their views and impress1ons
about' the problems they confront in efforts to .increase the1r ‘volume
of gqvernment contracting and, the effectiveness of special contracting .
_programs. The 1nterv1ewees were identified during May to August 1973.
The first prob&em faced by the prOJect ‘team in 1dent1fy1ng the 1nter-‘

viewees\was to determ1ne the universe of minority and female firms from

conducted\a céhsus of minority businesses, identifying 322,000 firms .

. . /
(4.3 percent of all .J.S. businesses),and'the Office of Mirority Business

--Enterprlse ‘had funde? the deve10pment of directories of minority busw- .

s px s ]

.

nesses, a comprehensive minority base was readily available, (The_Census
‘of ‘Minority, Bus1ness s does not dist1nguish between firms owned by
minority males and ferales .y In’ the absence of such a known base of
femalefowned businesses, however, the team 1nit1ated the following steps
to develop-a universe|of firms dwned by women: . :

(a}.z The, team antacted representatives of the Center for Women

Policy Stu ies, a group concerned with sex disbrlmination
3

’ 1n cred1t }Advocates'for Women,' an .organization urging
governmental programs for ‘women in business the Southwest.

Bu31ness Conference, the Association .of Indian and Chicand -

. Businesswomen'.the Spokeswoman, a feminist publication,
the National Council of Negro Women; and. Women in Con:-
struction a grpup 1nvolved 1n»assisting women to become
Journeypersons -and subcontractofs in the build1ng trades, ~
.  The Commission s. Women's Rights Program Unit also was :E«' R
. consulted for leads in identifying organizations and. individ~
uals that might have, or know of lists of female entrepre*

R
* neurs. This effort y1elded little more than the study team's

i R4



)O‘ ‘u
béing advised of an HEW-funded s$tudy by Wanda BankseAssoclates
Inc., of women 1nv01ved in evaluatlng*?EW programs. Th1s 8~ s
month study (begun in October 1972) was intended-.as a "m1n1-
census" of female-owned firms capable of rontractlng with 5 ‘
HEW in fields other: than constructlon, manufacturlng, and

building service. , The Banks study group 1dent1f1ed and sur-

veyed over 143 women's assoclatlons, 1nc1ud1ng the League of
Women Voters, the Natlonal.Federatlon of Bus1ness and Pro- T

fessional Women's Clubs, and the National Women's P011t1cal

Cau&us. They also surveyed some 2 850 lochl female bus1ness, . -

C1v1c, and related organlzatlons for the names and locatlons . w

LOFf fpmalewe,ntnepxeneux:)s,.“.‘,.iny..,,éziufe‘ma.le.:ownedy..{ﬁa;mst W B s & mrom e maen s
-— & 2

government contracting potential were identified.
A

Aruitoxt provided by Eic:
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: Federal agencies responslble\for most of the: government's

_ Letters requestlng 11sts of female-owned flrms that had filed”

The Small Business Administration's direetory of f;rms
'appfoved for’8(a)°contracting was screened for all husigesses\ * )
naming female principals. 0Of the 59 so thought to be female- A
owned, 38’were'verified through telephone inquiries to be PR
\female-owned ) ) 4 ‘
A 11st of 125 female equal opportunity loan recipients, com~ .
piled by the SBA, similarly was rev1ewéﬁ This yielded three .
firms w1th wﬁmch the government mlght contract, o Lo

prequallflcatlon forms for subm1tt1ng bids were .sent to 10
cont:actlng Only HEW had taken steps to obta1n this infor-

mation by’ 1ssu1ng a cqntract for the deve10pment of a d;;ec- .
tory of femaie-owned flrms wh1ch either had obtalned contracts.;
with HEW or had the potent1a1 for contractlng w1th the Depart-~

- @ - .

ment. - - . - .

]

]
.




S ommdﬁum&
R /

159 - : -

- %

A roster conta1n1ng an add1tlonal 99, prlmarlly,hlack women

(e).

owners of firms was secured from the report of the OMBE-

) in June 1972, Twenty new flrms were 1dent1f1ed as capable
) of contract1ng w1th the Government. ~’ ’ )

A total of 324 female~owned flgms were 11sted but -after adJustmgnts

~  to eliminate dupllcatlon among the’ various 11sts; there were 283 fémdle- .,
\

120 were cons1dered ‘to have the

N

Of this total of 283,

capability for government contract1ng . i ) ﬂ

. sponsored National Conference on Buslness Opportunities held )
N ///

|y

wmmn.ndus,tr.z.a.lmclassLi:.cau,ons“.:.n..wm.ch&goxemments,contract

. dlfflcult than’ for male- owned firms.

7o

2. Next, the prOJect team determined the number of m1nor1ty,and female-
owned firms whose business. (goods and services sold) ‘conformed w}th the

As a result,

’
.

’

retailers and wholesalers, among others, Were deleted from the 322 000

.. total m1nor1ty—f1rms and thq 283 total female-owned”flrms“identifled”by"
» - the ‘Commission. This was eas1ly done for minority firms covered by the
Census of Minority Bus1nes§ since 1t provyides tabulations by standard
industrial class1f1catlon. (See table 181) Despite the “small universe
of known female-OWQed flrms, the absence of a census made'thls step” more
However, from- the var;ous 11sts,
. 120'of the- 283 female-owned firms were 1n the prOper 1ndustr1al e1a831f1-

cation for government contractlng ‘ - e
3. To select potential 1nterV1e;ee§, it was necessary to refer to varlﬁ‘

ous{d1rector1es of potential minority cont}actors, since the Census ;
_ Epmpilation,of minority bus1nesses did not.identlfy ‘firms by name. Over
‘ASﬁﬁOO m1nor1ty bus1nesses--1 e., those in the aﬁproprlate 1ndustrial
‘class1f1cat10ns--were found through SBA'S list of 8(a) contractor ‘eli~
g1bles, Try-Us (a directory of m1nor1ty manufactors), HUD's m1nor1ty
contractor constructlon registry, and McDonnell Douglas'’ reg1str% of
mlnorlty contractors. (The 8(a) list was used in 1dent1fy1ng 38 female-

* owned flrms. Try-Usvand the McDonnell Douglas and HUD reglstries were

B

Y

»

‘not useful in this regard.) . . . .
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: Table 18 NORITYh(MALE AND FEMALE) FIRMS AND. FEMACE@MINGRITY AND
WHITE) FIRMS IN RELEVANT MAJOR STANDARD INDUSTRIAL CLASSIFICATIONS ..

INTERVIEWED. BY;IHEﬁCOMMISSION. S . K .
0. of . No. of Female  No. Female ~ ' B
. Minority-Owned Minority-Owned . Nonminority~ ) :
0122;‘;‘2222‘:10 dris Fims ___ Ouned Pirms 1
. \ Total N Inter~ Total .No, Inter=’ Total No. Inter* -
iewed _.(——~—"‘ viewed viewed ¢
Construciion |29,695 - |23 % 5 . 4 T ‘
Manufacturing’ \.8,086.- 126 . 6 2 . . L T
‘Service - 49,416 27 80 11. .29 21
Concessions: i / e s
~  (Service) e x?' ) - 3 .. - S
‘ ) - , , . - S
'* Total 47,12 f 91 ;o200 29 % gy
H Ota 2 / :‘ . ’ b f
. 8,7 A N A : -
. X Indicates total no. of minority-owned firms but’ not identified by male
_or female. . _~_ . ~ . !
2 The\comparable lists from, h1ch minority ‘and female-owned firms '- -
. < !
. . were selected then contained the names of 8 000 of 87 }27 minority-
owned firms and 120 of 283 identi ied " female-owned firms., vy !
) - P .
Finélly, the ‘team reconciled “the locations-of the minority and | o) _
female~owned firms identified in "?“ above with the eigh} areas selected .,

for field Visits. The selection oﬁ field sites was, based upon their ‘ f‘
1gvels of Federal r_gional contractfng activity and\reSponses to question- »
nairesesent to 137 State and: local governmenta to determinc the naruret‘ )
and extent of the&r involvement in minority and female contracting and. - -
bus1ness development. Inte;view appo\intmsnts .then were made with- ag
. many of the female entreprencurs asecould be located and consented to - -
xbe interviewed | - T IR I -

, . Interviews were conducted vith 84--€r 1 pexcént-~of identifieq

minority male~owned firms and with 20 minor}ty females “and .21 nonminority !
females--or 34.1 percent--ef .the femalet identified by the Commis

staff as business owners. (See tablé 18 ) These included L3 (34Sjer-
cent) of 38 female-owned firms and 78 (4.4 percent) of the 1,244 minority

R S j
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male—owned firms part;clpat ng 1n the 8(a) program. These - /
* - o/
3 7
1nterv1ews were conducted in Arizona, Callfornla, Colorado I111n01s,¢ /
- - New Mexlco, New York,. Pennsylvan%a, South Dakota, and- Washlngton, *D.C. . //,
> » Lo
J,Arizona and New México were chosen to interview participants in rhe Buy 1 4 ne.
[Nand , .w

=L‘A Indian program, and New York and Washlngton, D. C.,‘were selected because

. the Comm1 slon itaﬁ% was able co Ldentlfy‘more.female-ownéd ‘firms located

/.
in the two ¢ities than ‘in other c1t1es Whlch the Commission surveyed. .
i

Finally; }nterv1ews were cgnduited by telephone tojreach female entrepre-

4~

the country the Commxss1on staff did not

[ . ~ ~

/
_neurs Located xn other areas o

V1s1t for onsite interV1ews.

' § VU R JTTR s
! Mosﬁ interviews were conauctcd 1n Jujﬁedictlods whléh indicated that

'
s ¢ T

-

they had established spec1a1 contractlng programs for m1nor1t1es.“ Thus,- " ==, =~
since half of the specia” Sfate and locaL programs were in Ca11fornia,ra <

large percentage of the 1nterv1ews were conducted there. Several reta 1ers .

and wholesalers were chosen because’ they a1ready had government confracts

or were potent1a11y ab1e to |sedl to State 4nd 1oca1 governments. The B

Commlss1on focused however,, on representaﬁlves oﬁ m1nor1ty and female ' .

constructlon and manufacturJng flE?Q.” Other 1nterv1ews were conducted B ;

where government spending for hardware; constructlon an? serv1ces“Was .
: subStantlal *" The Commission tried t¢& determine why these interyiewees » N

were mot. obta1n1ng more gove nment‘contracts and ,how they'had ‘fared”in .

the special contract1ng programs. (See the 1ntérv1ew gu1de11ne for

i

. ‘TYPE AND SIZE OF FIRMS WHOSE GWNERS WERE INTERVIEWED .. =~ . \ .
1Im

The, race, sex, .type, S1zé, and 1ndustr1a1 c1ass1f1catlon of fi

minority ,and female entrepren%urs, page 168)., . : . .

LR

t " .

e‘whose owners were _interviewed Ere summarized in table 19. Tables_20\\\ RN

through 25 snow the 1ndustr1a1£dlstr1but10n, gross rece1pts, -and’ number

N
-

of employees of these firms.

¥
-
.

.
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RACE AND SEX OF THE OWNERS: OF FIRMS INTERVIEWED

L

Black Spanlsh SpeaklngﬁA31an Indian Other/Whlte Total

C =
MANUF,: -

Male . !
Female '/
: Potal.

- 18

v
16 «
2,

. \

Y
0
r‘.‘O

NON

N .
R
© 0

-0

0.

26

2

28

QONsiR
" ':Male

10
2

“¥

oo o

23,

4

. »-Eemale \L .
| Total T 12 1 5 27 7
* | SERVICE ’ R ‘
| Male [ b A 0 4 .0 27
. Female Lk 0- . 0 0 C21 " 32
[~ ° Total 28. . 6 0 4 21 59 -
B / 'DISTRIBUTION | B S |
., “ AND CONCESSIONS AR . ' ~
] ate i 4 Q 3" 0 = 1,_ o g
e _...Eema"legzh"v,ﬁ'r_fﬁ’\a - 0 -- 1 0 3.
| Total B Nt B -0 2 0 - 11 .
S . — - :
,?'TOTAL' S 6k, 26 1 13 21 125 |
. [ B ‘o - - N 3= . 4
‘l N s . , . ; N '
e B\\_ - ' -~
N W . \ 'J' “ o )
N : c Y - o
4/:\,,4 K '// \\\ * N
B P R ) - 7. ¢ % - "
‘ <\
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~  (TABIE 19: CONTINUED) * | ., -
l ' e K iack Spanish Speak,.ug( Asian Indian Other Total
1 Toa o . -
["*‘*‘\ 8(a) CONTRACTORS _,'/ : R
dU Male . 39 24 1 0 65
|\ Female ' 1wt . o0 - 0 1 -1 13
L.\ Total 50 - 24 . & 2 1 78,
* " ‘:‘ B N ] y b
BUY INDIAN CONTRACTORS . \ TR

i Male | - 2 o 0 10
.’ Fémale . 6 0 . "0 0. 20 26
] T&tal ! 14 2 07 b 20 36
7 = -
. TU{ALS o N , KA // ‘
Male . A e 26 SRS T SRR
" Female .- , 17 o 0 3 20 4l
) Total : 64 26 . 1. 13 21 125
Interv1ews by Program Participaton: ' « !i
b)) P 5
Buy Ii'uglan . 1153:’ s < ? i
ALL ‘Other .* |36 ' : !

,,'I{Q;;al»\Interv1ewee,s r 125

N
L 5
~ ———




TABLE 20.

. . 164/

TYPE AND SIZE OF FIRMS WHOSE OWNERS ERE lNTERVIEWED

No. of Firms Averagé Average

Type No. of Reportlng GrossJ\/ No. of
Flrms Gross Recelpts Recelpﬂs Employees
Construction™ Y27 -4 26 $59s,33 22,1 ’f
Manufacturing . 28 22 | $552,174  40.3
Services ! 75 25 - $272,0800  26.3
Distribution and/ \ I o
Concessions 11 - 6 <$770,b00 *12.,7 ‘ L

*One company accounts for over 807 of $5 4 mllﬁlqn of total gross

receipts.

and’ employees average 7.5. //// . \

TABLE 21.

When this firm is excluded gross chelptS average $215,000

¢
'

5 1

/ "2 4 T, , .
|
‘

b

.
v K

SIZE OF ALL FIRMS, BY GROSS RECEIPTS WHOSE OWNERS WERE

INTERVIEWED - ) .

. N S ] !

Income _ Const;uétion M@nafacturing‘Sefvices ag;sézazzzzggnsTotal
s . = = N ™
’ $0 - 10,000 1. . 0 0 Lo 1‘

10,000 ~ 99,999, . 4 3 13 o
100,000 -499 999 11 110 -~ 13 -f———ﬁﬁ
500,000 - Gver .10 - o 9 5 /L .

« 4 / N

Not Reporting : _ ﬂ 6 . 28 |7 ﬁ 39

¢ Total )

-.... i3

-
7 e

N 28 59
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TABLE 22. TYPE AND SIZE OF MINORITY MALE~OWNED FIRMS WHOSE OWNERS WERE

INTERVIEWED"
‘ No. of/Firnis Average Average: . -
Type No. of ‘Repg[fﬁing Gross No. of . -
Firms Gross Receipts Receipts Employees
Construction - 23 /23 ) $656,682 2.2 '—-*“'/
; Manufacturing 26 [22 $552;174. ©  40.3} P
: / Services 97 -</12 . $391,388  40.0
3 Distribution and ° ' - P
AT - Goncessions . 8 4 ;/ 3 "~ $250,200 85
S - i ‘ } :“‘y‘

Ve
. ad
, D
T R '
*  -TABIE 23. SIZE OF THESE MINORIVMK.OWNED FIRMS BY GROSS RECEIPTS v
o > - oo . - . - : Distribution , ° C
. ’5*‘;9'9 ome N (;:onst;ucta(.}m’ nufa-t}x riﬁg Seryices and Concessions Total
. . . T i - ; -
" $0 - 10,000 ¥ - R
10,000 = 99,999 3 4 . 10
" 100,000 ~ 499,999 9 - 10 11 2 - 132
2 o .9 3 » 26 7
' ) 17

FRTTT

T e

N

\
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3 TABLE 24, TYPE AND $IZE OF FIRMS OWNED BY WOMEN WHOSE OWNERS WERE , . a |
. IN’I}ERVIEWED . .ot ; \ S
No, of Firms g \; oo
{ Type- , No. of Reéporting  Average Average . ) e
‘ , Firws Grogs . -~ . (Gross . No. Employees A,
fae oo Receipts ___Receipts . ¢
-/ [Construction "4 Ry T, $125,000 L7 . ’
' Manufacturlng 2. : -.:; ) - - .
a7 Services 32 Iﬁ‘?%;J ) 161,954 . 15.6 -~ v
;¢>D1str1but10n énd R o ‘ .
1 qu?e551ons >3 . 3v%m . *1,400,000 é *11
. . - | )

*One well establlshed firm, which 'wd3 owned by a blackAwomen, accounted
for, a major portion of the gross recelpts for th1s category 1f this firm
.is excluded, the average gross receipts for the’ rYemaining two firms was

$22,700, ~and they each had o?e employee. " “; . . i
. v s 4 ; ’ '
’ ‘ - c ¢ N " e
. S < s . < .
) IABLE 25. SIZE OF THESE FEMALE OWNED FIRMS BY CROSS RECEIPTS - S °
;
Mafiu~- ’ '“Dlstrlbutlon o )
Income : - 't
: | Constructlon facturing. Sérches and Concessioris Total
$0 - 10, 000 T e o ‘1 .1 ¢ ‘
- 10,000 - 99, 999 1- weni g 79 1 11
* 100,000 ~499,999" 2" ey (2 4
soo 000 -~Over oo TT %2 1 3 '
' v |
‘ Not Reporting _ S § a2 19 - 22 ‘
e Total R AT ‘32 3 41
% - ¥ e - -

' *Two flrms reported gross rece1pt$ of over $1 million. Both were owned ,
by black womemn. ) )
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Aruitoxt provided by Eic:
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*

Standard Industrial Classification or-

.

: ] ‘ E ‘ ! 1 A Y
- § t N T v
* ¢ . [ i %
7 * N P
. i { ; * - r '
. / 2 - ' ) ! : .t
. r’/“l - f i 167 o . 1 *
o & »
; N i 'Interview Gu:.dell.ne e ’
T o i
e ' ; ,
¢ £ For ’ > {
Minority and Fen@ale-Owned Firms' Representatives ;
- = -
S “
Characteristids of firm: /" /
: * ’ ~ ' % / / - ©
P ! ‘ J
Name o£ firm . ; .
: v L h ‘ ' f
. . . * ko M . . ;
Name éﬁf _offiger interviewed S, Title_  ; _ .
T ' ® . .o
H > > / ’ - _- K-.«"ij,
Location____ i i : . - = ;
I3 f e T . e 1;-;» - .
i; M) ! N / . .
Orgaﬂuatanal Form - ! - -
3 I3 +
] i . . ~ -
Length nf’ time in business; ; B
» t f -

<=

gopds or services produicer.d . .

~
. S _ . | - P
GOOJ§ or services pro”’éed ] ) -
e . I B :t
Gross income from sales& * 7,7 No of .Employees -
J ' . T t e
| £ ' - -~ o . -
i A E4 e N .
1969 © 1 s .
% . ' ¥ ' . -,
L. ’ S :
1970 : i PR —
N . ! . hd . .
1971. i ISP
. . = | - % - ..
’ e “ N
1972 T T : >
v e ; - N . R
i . : / H 7, 3 “ - . i - 1, .. .
Owned by minority ; Women Spanish Speaking .
- 3 H 5 . .
L i- ., .
Asian Alu.eL Black American Indian
L4 —
[ Sy 0! == ; .
st&emmatlon of Information . - e
: “ « - ’ N - _ <
I o cafe
a. Are you aware of any special, "ontrc.c. ing program operated by R
f L4 L
your: v, . Q/___f' “, o
N ¢ E - . g f -
) Stat:%o-— yes , -ho . 184 )
&
; Courity~-- yes 10 s o ,
: I —— —_— .
H . s .
§ (';'EL:. -xes ne JE— . R , )
A S, V’/ v y i ' ’
B 3. * P Y . . .~ . .
é,‘ﬁ\ . / /‘(‘ . - "“ , -.
PO 3o T . s .
S { 5 - . , e




e
M e

b. Are you ay

4,

s N

>

an

ﬁfog;ams:
SBA 8(a) Subcontracting Program .

2

»

-
H

LY

>

a1

- Nr».:;

.

l: lC’
s

>

Minority Subcontracting Progrim
,-Buy Indian Act Program -

Concessions Program
+ c.. How did y8u hear of ‘any of these programs?

are of the folloving Federal

%

H

o
14

Radio

T.V. : }

Businegs Organization

Governnient Publication v

A

k]

..

-Federal Agencies yes no
State Government yes no
; P! : °
{
i RO

2

County Government yes

.,

i

City Government ‘yes

.

4. Has your firm, been successful as

.

*

. Yes. No
1f so, indicate the number and
+ o Ly *
1969 _ .,
) ) !

1970

1971 _

3. Has your firm ever bidded for any contracts offéred by:

-

a bidder for .government contractS?

dollar aacunt of contracts won,
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5. Hdve you registered for participation in any of the contracting
, . ) R ‘\
) }" ) X . . N : N .
" programs? %?f so, designate whith programs:, Ty . ’
. b . . . - + i3 "
. I . .. . D ‘ .
| 4 . ate i
f ® Federal - . . .
| N s B : T == . - o
£ . R ’ . ¢ + v .
i Stateé " ] .
; i ' ) ° L ? . N
b i . céunty - . . : -
B E B ’ L4 ) y - ., T \
: - City -t . o
6. Have you been rejected certification or registration in a special
& ) . .t - : ;
contracting program? Yes . No . ? :
= — r
a. If so, were you given a reason for the rejection? Yes No _
7 ! ’ E - ’
b. If a-reason were given for your rejection, please deScrloeéthe
. ¥ : ) . i
reason? - | k
D . T y
| ’ ) [
- ’ e * B . -
| ’ " . . T
R = )
’ ) . . . ‘ - . & .
- - — - 7 : t )
. ¢ -
) 7. Have you or members of your firm hed®any difficulties understanding .
=
-+ - the procurement regulations? Yes No  NIf so,
. - \
. . e . s . i
explain your difficulties, _ . - i c
: i
. °
\ ’ : N
T——
\ T N - ' : T
‘ Lo T e .
y ¥ ) = B ’ 5 = -
3 \ N
4 " .
: & \ _
‘| . . @ VR
% N ‘ > ;
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" S 170 o X ,
» . 7 , P ,
< [ S . B - 4 - L e
. 8. 1If you have lest centract bids, which reasons are most pften_gigﬁﬁf A
'.I L3 » v : = * o
, . . . QV//
for your-not being ewarded contracts? : . >//
. AR ' . ‘ ) ) A ! . .
Track record o . e
* . - ) '
. Expertdise/record Y ‘ g '
[ & © = ¢
. % I = . N E .
I .. TLack of working capital ? - ) - ¢
B et ————— s » hd
Insurance and bonding ‘ T )
: . ’ ¢ . Lo : ¥ ) 3 oy "
9. Generally, have you been a successful bidder for government contracts?
? ) . i § ‘.
. . A . ~f ,
. Yes . . . No‘ , "!
. - i ! ! R
i * ) » .
: . . . ¥
10. , Are your govermment contracts for periods of: :
Under 6 mos. coom g . .
L -, L ' . " ,
. & mos. to 1.year’ . .
’ . - L . ]
] : .o
1 to 2 years
. ) - . ) ‘ o
Over 2 years - ‘ S Coe .
R —_
.d1. Do you believe that minority .aad/or women-cwned¢ firms are only
3} . \\‘:‘ t) - ) _;‘ . P
invited to hid on comntracts to provide services to minorities.or in women
. ) * N \ # o . * Lt
N - - ’ = & -
related areas?. i - 2 o ' .
D, - ; o AR B ‘
) : ’ Yes \‘\ 7 No ) x -
K ~ N * - - e : b
oy v . N - . ., A L
: "1f ves, ewplain. . | - ’
{:v) ? N ‘ . ¢ ! R Voo




’

!
12. Do you, bullpve that Spnc1§1 contracti n programs, as fhex are p;esencly
! L 4

- ’
foperated,ar% helping minority and women - owned businesses (those who are Y,
) ‘ . I o ) . ///; 1//
. covered by the program)? v ‘ T ) i
. : ’ 1 . . I
2t . .Yes = .. _ VWNo fon A S o .
SR e S S
- .~ « Please explain your answer. , L@ . . : .
’ - s + ) - re— = T By .
- " B [ . . ’ Lot ; . A *
‘ ! < ¢ \ i M ‘ ; ; ST !
o d f’ : \ ’ : - -
P ® < vt .y,// < E
' ’ I

L.
/‘ v
1
.
4

s . . ‘ ‘/ . ‘L’ " h . ‘o o =
13, Which programs are the most h 1p£?1? ) Cout
,_ . v “ N \ ’ ’ =3
: . 8a Subcontract1n° ’ .. T 1
’- - ‘ - M . . » 4 L) ;
. = Mfyb;ity Subcontracting, o ( e oL ‘
. ‘Buy.Indian Prooram P ' . : :
. S T A t
. *State Programs ! 1/ , L
’ — ‘ § ﬁl )
_ . 2 I N
Lounty Programs . i : . , :
: N o : 0 Ii N i ~ - :
. . e wo Y / * . .
City Programs _ * . : .
e * P ' = K]
- 14, Do ycu flnd 1t: necessary to ¢éhtain performance bonds as a condition
N T e i T el i s Toe
‘to yeur being awarded a govarnzent c ntract? A , ’
* 4 i ‘
‘ . T \ / \\
\ . - Yes - . No, V) \
o) ’ - - . \
N L : / : »
7\\‘f yes,have you appliéd for the S3A 3ond guarantze? Yes _|

-

! ™. . o s . )
' - ooV . B N
I\I'D s i .\ n : , N *’
R i . . . 4 7 - . s

—

bt} v
—— - . / .
*; b.._1f 50, has th\\aBA bonding progranabaen helgful in aolv1n° yOLr .-
- T N, N
- —F y
bondiag problems? r& . Mot . * R .
\ y ¢ - - w ’ ks :"‘-‘ 188f a o . .,
. \‘ e . N . -
ERIC. - =7 o7 uh ' S g
. . L P -~ 5.\:, R . "
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o 1 t « e\‘ / 3 .
b -
K] . v [] i ' & L ‘
’ Cormants? - ' _ :
+
. \ "‘ ?;‘ . ] ‘. .
N |- ) . : z . .
? ) “ - )
. .
. ! . ’ v -
a . - -
. % ’ ’ * N Y .‘
, ‘ .
o | i 2 4
: ] e : 3 . i ,
P . \ .
; ~ [] ~ R
. \
i ' . ‘ \ e
‘ { . )
.. - ) - - - -
- i .
. > 2 - l . i .

- £ %
15. Do you belleve that government contracting ofiicers and Speclallsts
7

o v <

j
1mpose moxe strmgent ¢riveria in the b;x,ddmg and selgctlon process, on .

H

. ' — i : UL',°A’ E s L ..

e e

l - - ~ - - H e * '
I minority «:ind/or women. firms? ~
. s - — = . . .
- Minorities . ' - Women
. - A |

¥ Yes " - No o Yes No ~ ’ .
. ! ) ! . ” .

! 1f so, how are these more string¢ent criteria manifested? ;

i

@ v . - .

. = g M E
- » ©

\ d " . ~ s ; . > 'Y
16, Do you believe goverrment centyacting officers and specialists impcse -,

|

7N i i‘r ; , |
. . ey s . i e . t . 5
more strlrigent criteria on minority 2nd/or vomen owned firms in contract <
!,/_ . . . ¢ “ . . ,e ’ .
administraticen? . L . , IR
i ' . ’ ' . . N - .
Minovrjtizs . ) Women S N
‘—— _Yes ' No, . ) Yes No ’ ’
+ . - 1] .
“ . - . ’ (.o . . L@
o Ii sa, hew arfe these more strang enL. cuterla manifested? |, | s .}, : :
. ,"( ] ‘ : - - ¢ g;-.
" ew - - . . . B » x T ,d
i v - . N ¢ N *
’ ‘ —- 183 L. ~ . :
Q ) Ty - ; . . ;
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P , "
" ~ ‘i“’* - e - .- = ~ e
R > . ~
> ri 3 'R
3 \'\\ . 03 o
. | v>~_ : -@° i ° .
i >\~; %
& — = \n\‘ < el P
) ' ° . ) ‘\\ V. ‘ ’
* 17. Which of the foliowing piroblems have you encoun ered in the Operation
. ’ ¥ - * .- M ’ » \“~.
. M i ) ‘ - S ) T
of your government conttach:{ ) . .- .o

- . ¢ - . A .
a, Failure to understand what was required of you? .
toz N .

- . . d . . . / g .
- - -
r—————— b

- . - i i I ;
A . b. Failure to understand government contractlng,regqlatlons? .
P ) . . 7 ) . o -0
- . (3 . | : \ N \ .7-' §
.+ - ¢. The demonstration of hostlle»aﬁthhdgs towards your company by
: : >MOnNS & . .
. i .. . : . :
. R - . . ‘ 9 »
- government represahatatives? - ‘ ) ¢ . ,
» ~
. . , d. Slow approval of your invoice'S and late payments?. ~ ..
. i . B 4 M
' % e o : . s, ¢ o : "
. . e.. Failure to ObtaiB an advance?: . * o ' .
. J » . - N -t
o - A . - : o0 ; <
2 . - . [ - - . . . 2
. In which séctor did you encourter these difficulties? "Féderal
. * ‘ ' S 4 -~ ¥ -
> . « s X -
._ State’, . County . City _. .. i "y
. . - - . N O " ; .
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. . ’ v T ! [ S
. Coe e , ' S " R i .

government contracts? - ' , , ! ; .
. » - ° v a ! . ' M . ~ Y

y o,

, 3 o . ) 1 - R
® a, Understdndirtg of governmént contracting procedures? . . ‘s ot
B ry 3 ~ - i

: -
-

- N . N ‘3 - . i

i b. No knowledge of future _bidding opportun*ties? o

D L . ] » )7 - b ) . . "' T ] .
e, Inadequate marketing' staff? o '

> E A ” /’ Y - .\
R * - - N
d, Inadequate-track record? - . pe \ : : oo -/
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ent-working capital? = . L . .
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' A . |
he Preparation of bids and proposals? . - f
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S e - ~— " . o, 2 -
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Table 26. DISTRIBUTI'ON OF CO’\]TRACTING SPEQIALISTS BY SEX RACE '
N A\]D GRADE IN NINE SELECTED FE HERAL A(’E\}CI/ES .
- . ' Department of- Def;ense 4
‘ . Lo .
S v Employees by Race’ ‘and Sex [ Total Percent . — - T
* [ e - "
S 6S.16-18 - —Total % / 20 ..100.0 ]
A “Nénminority Men's | 20 I 100.0 :
A, . ‘Mingyi#y- Men d - T —— - I
/ Nonmingyity Women &4/ C L= P e /” v - "«Jo
ST Minordity Women ~ _—
hNy GS 13-15 Total - 2, 317 100.0
I - . Nonminority Men” <g2,186 94,41 .
T Minority Men Y 53, 2.3
’ - Nonminority Women S, 75" . 3.2 e
: X Minority Women - 0 ‘1 R
GSN9-12 Total 0.0 & : “w
* . Nonminority Men 9 e S :
& ) ¢ Minority Men . 3 » g /’ T~
.+ , Nonminority Womgn -~ 3 . 3
‘ Mirio“xz'ity Women 3.2 - . N
- , o GS 5-8 Total e % 0. - e 4
i ' ' Nonm:.nority Meh ™ vy 42,2 ’ & .
! - L Minority Men - » 50 32;’%3. 3§ T h
3 e T, Nonminority Women ° 697 46.2 B b o
{ . . s . Minority Womén 125 8.3 | 'f”».‘;i&; -
‘ g ' , é e oN A e
> % Department of Agriculture - ¢ i S e
- [ . . 7 ~ . %, e . £, )
| . § , Gs 16-1W, == -f-——; ! . ,g/ },
l* 4 / Nonminority Men .o R Sl SV B
T Minority/Men T s - / RN
;//\f R - > Nonminbg ity Women - LR - ] 5.
T . A b‘{inori Womén -- Yose- o LRt
; -GS 13-15 zotal g 37 *.100.0. .o
i . - Nonmipority Men ° 29 v 18.4 o wE,
; . Y\ - Mino ity Men 6 "7&1'6.2. S A S
e « . \-* Nonginority.Women 22 J§.5.4 o e i
. %' Minbrity Women - = 419 7 .
) s 9-12. Total 328 120,:0 19% 4 3
' v \_ 7 Nonminority Mgn 2797 . 85 | R
g PR _ Minority Men 875 oL .
T \ " Nonminority Wome . 12,70 ",
’ Minority_ Wemen 12 Ji3.7: i :‘;,
VN, GS 5:8*,,—-\ 1&51 53 - 120.0 : N )
. : ‘- Nonminority Men - 24 5.3, X s
X f-u,* Minority Men 5 9.4 |7 ‘ S
e . Nomninority Women. 22 41.5 v o« 7 s e
T 1 N \Minquf‘y meen 2 ", 3.8 '{., b 3‘ =
N Vo By
o : ; 3




Minority Men. {

Nonminority Women -
Minority Women . e =

&

'“Total . 15

"‘Nonminority Men. _ 14

Minority Men T, 0

Nonminor ity Women i~

Minority Women , e
Total | ° 1
Nonmfnority Men !

0

8

8

1
Nonminorityfwomen 6
Minority Women . 3
Total 6
Nonminority Men 1
2

1

2

* Mindrity Men.

Nonminority Women
Minority Women

?. ..——— .

400 0
93.3

8.7
(1000
L bh B

5.6 /

33‘%.,3

TABLE 26 (Continued) . e T T
BENSEESS “‘“EﬁrI_yeés by Race and Sex . - Total _ Percent s
i Department of Health Education, and Welfane N .
GS 16-18 Total . - - -— . -
e T Nonfinority Men - —
. \ ~ Minority Men. - - ;—, . 7
=~  Nonminority Women i —- ——— v .
\ - Minority Women - —-— N
-« G813-15 / Total . . - 114 100.0 o -
P ’ Nonminority Men °* 95 83.3 .7
.. Minority Men 2 5 Y 4.4 T .
. . Nonminority Women *9.7 )
R Minority Women © 2.6 % ,
‘GS 9-12 Total -.@\1 . 100.0 )
Nonminority Men i%x ~ 54.3
B} . . Minority Men 127" 7.8 « ° . .
B Nonminority Women /gf;”ﬂg - 30,1 ®
S : Minority: Women—" 12° 7.8 7 Lt .
' . G5 5-8 Total 42 100.0 - ;
. : Nonminority Men 9 21.4 Te T
. B -~ Minority Men ° ’ 3/ 7.1 / ¥
i . t Nonminority Womeh - \54.8 I =
P Minority ‘Women ' o7 6.7 /
S g foo
o Department of Housing and Urban Development /
’ GS 16-18 Total : ne— - [- :
: Nonminority Men P _—
T . Minority,Men - -1 -

A"




" TABLE 26. (Continued')

-
d e,
P SN [N
iy, .
I I
i
-
-
@
.

Employees by Race and Sex ? . Total °~ Percent . : -
L Environmental Protez‘;tion Agency - - s . s
GS 16-18 Total ~  y == A e o o
. Nomminority Men 3 - - [ 4
Minority Men ¥ - s m— ] . .
i Nonminority Women' N T 5y = b .
- | Minority Women . \ - - - ; ]
G§ 13-15 ', Total ‘ 20, 1000~ -t
Nonminority Men . 8 /| 90.0 " : ;

Minority Men N
Nonminority Women
- Minority Women
Gs 9-12 >  Total
{ Nomninority Men .
- inority Men
o /gonminority Women-
¢ ' iMinority “Women
.GS 5-8 Y Total i
r/ Nonminority Men
. Mihority Men
. Nonminority Women - .
Minority Women
5 _— i J

gs.16-18  <- Total' ' Y |
o Nonminority Men's a T C—- L ' L
Minority Men g = i - T
‘e Nonminoritxy Women / - = SN . o
T Minority Women - —-—= . ‘/n
cs T3- 15 Totall 116 1gp.o; ! jo
TN meninpr ty Men / 104 9.;/" . > { /
. \ Minority Men - : 3 /2.;5, )f /
N S Nénminoz:ity Wome . 9 7.8 Lo / ’
° . Minority Women /&/ - ’——[’— P . i ;
. . 68 9-12 \ i Fotal‘ AT Y ) 00.0 C\ /
. ] Nonmihority Mena" yoo» 175 47.1 '\ / ‘
X e f M nority Men ' 19 /5.1 . /
N4 Nonminority Women 131 /35.2 ,° / *
\- ’ ~Minority Momen o 47 _ 12.6- ' ‘/ .o
) ) 8 ", 4 Totall’, Coy /1000 age /, |
\. Nonminori€§' Men . 25. . 1848 1 6 N
NNy ! nority ‘Men . 15 11.3 T j
5 e .“aNomninoriwt\y“Women 60 45,1 R
. L 24.8 /

5o Minor:L)ty Women, T,




TABLE 26 (Continued)

-Employees by Race and Sekx Tot'al

B «Depertmenéxof Transportation

" GS 16-18 'f“Total yx\\
| Nonminority Men'
M}nority Men -
Nonminority Women
Minorlty Women-
+Total *‘
Nonminority“Men
Minority Mén
Nonminority Women
Minority Women® . -
" TQ :al
Nonminority Men,
Minority Men
Nonminority Women~
Mindrity Women *
Total
/Nonminority Men
'Minority Men
Nonminority Women
Minorityrwomen
> \‘——

A

. 0
Veterans Administration
E

GY 16-18 Total A
Nonminority Men
Minority Men
Nonminority Women .,

) Minqrity‘Women

‘GS 13-15 Todall o
Nonminority Men /.
Minority
Nonminori y Women
Minority Women

Total,

Nonminp ity.Men

"o -

i y Women,
tal
Nonm ority Men
t; Mino?ity Men. .-
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K \Employees by Race and Sex - Total ¢ Percent -
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GS 16218 Total - -—-
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, Nonminority Women o -
\\ : .. Minority Womer®' - -==
"~ GS 13-15 Total . . " 35 100 Q0
Nonminority Men 32 g/ . .
< Minority Men 2 L /5:\7 »
. Nomn:.nority Women* . 0 ,’\-—-——
Minority Women 1 7 v2.9 v
GS 9-12 Total YAl ;100 0
Nomninority Men . - 19 P %40.4
. / Minority Men - 7 14.9 ..
o f Nonminority Women- 12 25.6
f Minority Momefi 49 19.1
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‘ The\Interageﬁcy Task’ Forde on bovernment Procurement est1mated&
that the General Seryices Adm1n1strat10n (GSA) spent $1.3 billJ_onJ or
2.3 percent of the $57 5, b11110n spent for Federal procurement in * N
-~ FYy 1972, and about 5 percent of non Defense Department expend1tures.2i9

More 1mportant for th purpose§ of this report, GSA purchases coVer L

-5 almost the ent1re rahge of consumer goods that the, government buys,

?"" from penC1ls, typewr1ters, and desks to automobiles and bulldings.
. The agency buys, stores, and transports large quantities of suppll%s to'
- 1ts stores . which dlstrlbutq them to. other Federal agencies., GgA also
/) maintains 1ts own equrpment Wthh cons1sts rlmarlly of office
machines and automoblles, and bullds or leases Federal bUlelth which
it also maintains. By the nature of th1s m1ss1on, GSA is“a pr1mef.

market for most potential government contractors and offers partlcularly

flgures also show that GSA's FY 1972 d1rect contract1ng with minor1ty
firms amounted to $4 8 mllllon, accounting for only 16 percent of all its -
purchases' fronhmﬁnorlty firms. Thus, 8(a) purch%ses accounted fo& 84

percent of GSA's procurement from minority f1rms.212 - o

1
in Federal procurement is. attested ‘to by the fact that GSA's 8(a)
contracts provided over $34 m lllonrprocurement dollars to m1nority

(firms_in FY 1972, as compared to $346,676 in ﬁf.l9b9. . b

/l o f : i P S . 200’

/‘ 5\
1210A\ Report on Government Procurement vol. l, p./3.

f\\

s\\_

-

b 211.. See U.S. Department of Commerce, Offlce GE” Mlnorlty Busines

~} ©7 '(1972), and table 1 [in chaptey 1 of this report. e

212. The 8(a) pragram does not currently classify its data by the _sex
7\T\\\\2§ the owner,. so data are avallible only for m1nor1ty part1c1pation in

attrgctrve market1ng opportun1t1es for small f1rms owned by m1nority F
‘and female entrepreneurs. . o ~§ : - * | -
‘ DIREC‘D CONTRACT AWARDS _TO MINORLTY FIRMS l S 4 .. .
Figures supplied by OMBE reveak that GSA purchased items- amouﬁégﬁé-i?”
"to a total of about[$39 million from m1nor1ty -owned f1rms, Zi;ch -. o P
i accounted‘for 3 percent of .its FY l972 procurement dollars. *"  The *

The ab111ty of the 8(a) %rogram to increase m1nor1ty partic1pat10n .

Enterprise, Progresé Report, The Minority Business Enterpr1se Program \\\\\\\\

-1 ~ ‘general. ' e e >
f :. ¥ . - V\\
) Tl .
o - " ~ e
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Thede. figuresgraise the questions, however, of whether GSA's 8(a)

Tecord was attained by the denial of direct procurement contractsféO\

»

suppliérs £o the 8(a) program. The Commission found no dire ev1dence4

m1nor17y firms, and whether the agency tends to confinenits\ggndfﬁ
I

ither is the case,, but the 1mha;z:ce between.the amount of 8(a)

irect contrActs 1nd1cates that is aematter of concern.

w’ll be able to sell to the agency d1rectly This question goes tq
e heart of the/problem of the effectiveness of the 8(a) program. No

ffl%lal 1ntery1ewed~was W1lling to estimate the likelihood of firms

mov1n§ from 8(a) to competitive status, although some c1ted 1nd1v1dual

firms with good prospects. In general however, the1r views were not
.g r v ; S 5
optim stic. - e o e -

-

_“TYPE AND SIZEYOF 8(a) CONTRACTS ' ) S

GSA is one ‘of the most effective: agenc1es in terms of performance *
in tﬁe.8€a)«program as measured by both ¢ontracting efforts and the

commitment to the program expressed by GSA officials. A close analysis

Songad

‘ of GSA'S 8(a) contracting, however, p1np01nts persistent problems 1n

'z the program s direction. ; ﬂl .

In FY 1972 GSA reported 473 8(a) contracts amounting to $34, 2

R m1111557‘ (There were 1,720. Federal 8(a) contracts tota11ng $153°
' 213

~

: million for that year. )
no monetary value GSA',
$25.3 mi111%n.214 p

213. Al ﬁeferences to FY 1972 GSdtS(a) “contracting are based on
L. Gener Se :ces Administration, 8(a) Contracts Awarded July 1, 1971
’ tmhrough June 30, ‘1972 (Aug. 14I 1972) rather than SBA's totals.
totals are reported in U.S%, Shall Business Administration, Si
!tRepore of 8(a) Contracts (Sept. 30, 1972).. The use of th1s SBA report
1 is discussqd in chapten 5. Comparative 8(a) procurement “for selected
; Federal agencieslis shown in table 11. |

{ 2]14. -GsA reported 70, concessions worth $8.9 million for FY 1972. They
A!are excluded from- this analysis bécause the values are &tually proJec-
tions of gross sdles by the contractors rather than ampuits spent by

\ i
\ GSA to pUrchase goods or.services: d
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A
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P

.

LY

¥

B

) ~
- represent1ng 21 percent of all 8(@) contracts and 19 percent of the

[}

services.s P
less th///one third of the dollar value ‘were awarded to service b ) /fé
ﬁ‘hfndustrres. Construcbaon cont¥acts accounted for sllghtly more than //,

- 8 .
one-~ third of both- the nu@ber of contracts “and the dollar value for the

, Manufactuxing 56  14%/
2" \‘ -t . )
Construction .'1,57* 39/ ,.8.7‘ -~ .34 142 - L1402

3

.

215. A1l references to FY 1973 GSA 8(4) centracting are based on U.S., . .

- s * . ~

contracts, representlng 18 percent of ‘the total dollar value. ‘In FY° .
1973, the agenc awarded 415 8(a) contracts valued at $35 6‘mlll;9n, ) R

total dollar v lue.?15 o N - ; ;j - ',@

As tab Zzbshows, .GSA'"s 8(a) contracts are concentrat\a\ln the ! . .
Tn FY's 1972 and 1973, more than half the contracts, but i

LY

) -

2 years. - . y } . e .

< .
l

rs

TABLE 27. "INDUSTRIAL DISTRIBUTIOV or GSA 8(a) cov:m?&crs FISCAL YEARS
1972, AND 1.973 (EXQLUDING CO\ICESSIO\IS) RN

. . VR i -, .
' T RT3 - . FY 1973 -

L ) . ) , DoiTar \ Dollar ' ,
Industrial - . " Persg // ~Value »Per- * Vvalue - “/Per-" ¢ |

- Category No., cent (willlons) cent . No.,»~ (Millions) / cent '
/ 9.3 . .36% 45 - 12.9

35%"
L
39 i

2

’

T

Services' | -, 188 47 ‘' 7.9. . .30 228 .. -9.5
Total »  40L* 100 D259 L 100 CL415 T 36,87
%Contracts 118ted at $0 substracted from total contract

Source: . Calculated from, U,S,, "‘General Servxces mlnlstrétlon, 8@y
- Contracts Awarded July 1, 1971 Through. June; 307 1972 (Aug. 14, l973) N
and 8(a) Cbntracts Awardea Fiscal: Year 1973 (Sept 5,. 1973, ) e '

]
There arg a few manuE:ctu;ing’contractg of relat vély large size,
S of relatlvely small 81ze5 While th% value

-,

and many services contracL

of manufacLurlng,contract indicates that GSA is prov}dlng.SLganrcant “rrh;;

/ - - . .
opportunitigs, the continued reliance én gmall service contracts tends

i’

- ¥ g
to- perpetuate the existing incustrialfdistributfon‘of minority f%rms. . -
’ ‘ - ! \ "
S e 1 f

-

General Services Admlnrstratrqn, 8(a) Contracts Awarded Fiscal Year l973

(Sept 5, 1973). A comparable adjustment for concession contracts (26

awards for $13.9 mllllon) has been made. SBA totals differ very markedly

from GSA's. The overall GSA otal used here ig, taken from U:S., Small

Busrness Admlnlstratlon, Status Report of 8(a) Contracts (September 1973). .
®

»
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©os * In, FY's 1972 and 1973, resppct*vely, 75 and 72 percent ‘ofthe.
L . . . coSt?ths were-less than $50,000, and:only 16 and liﬂpercent of the
~ : contracts in FY's 1972 ‘and: 1973, respectively, vere over $100 QOO

‘r hd

' (See table 28.) - 4,
o ,
Furthermore, despite the fact that GSA's 8(a) contracting

- -

IR (FSS) contracts are for manufacturing, and Property Management
D1sposal Service (PMDS) .contracts -are for serv1ces.216 .

D )
T

'under $100 000 pér f}scal yeax r %lso a large ,majority of.its

o ‘Brlef contract descriptionszrovided by GSA for FY 1972 reveal

~

. small JObS. Since construction bonding is _based upon previous

A ‘is, thus, very limited.’ 217 - f

T ’committed andiactive agencias, “the -8(a) program is limited. C

. . . the effectivenes of the program in bringing about minority bu{
; :' development. ' . { %” . . .

R}

-
(3

m‘**~«f~. * 216, PMDS totalé may be overstated because the reportéd value

its contracts‘are projections rather ‘than actual expenditurd
-reorganization-on July 1), 1973, abolished the PMDS and transfe
activities™ torother services. . ¢ .

7’/ . ','expansion og Federal office space over the next few fears wil

: . _more significant opportunities for minority firms in 8(a) tonty
) direct contracts, and subcontracting.
7 . S :

S "\, 203-
b - . AN

v 1ncreased by more: than 40 percent from FY 1972 to 1973\ the median .

[
} ? examination of the nature of all 8(1) contracts raises doubts Lbout 1
i
;

value of the contracts remained at about $20 000. Table, 29 provides
a rough indication of the relat1ve differences in contracB values in

. the different\industrial categories. Most Iederai Supply Service

and )

-7 Although the Public Build1ng ‘Service (PBS) awards the lh*gest
, number of contradts, about one- third of them are for janitorial and

- T other maintenance services. Most of those contracts are "valued at

- constnuction contracts are for painting and minor remodeling jobs.

only

&
12, 8(a) contracts for general construction, and all were for rather

work;

. . ' the opportunity for m1nor1ﬁy “Firms . to obtain, larger construction jobs

!

. . The statisties in\gable 29 show that ‘even in one of the most

lose

finess |

of many
hS. 'GSA
fred its

217. GSA officia13\stated that_ "phased construction" and the planned
1

provide
racts,

b

- y

&~
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\‘ ;o . TABLE 26. DISTRIBUTION OF GSA 8 (k). CONTRACTSBY DOLLAR VOLUME, :
A\ FY 1972.AMD 1973 (EXCLUDING «eowcass:oxvs> o Rt -
" Values* -t : No. FY 1972 No. FY11973 o
\ "Under §25,000. AT 244 - J
$25,000.50-50,000. ° . ¢ .68, . 56 . P
\' 450,000, 50-75,000. SR - S EIEERERE TS -
\$75,000.50-100,000. ' _ Tl Y. 18 .
i $100,,000, 50-125,000. R o T . ‘

‘ $125,000.50-150,000. - ‘g ' Cos otal
$150,000.50-175,000. % 7 4 v
$175,000.50-200,000. . ': Y9 - . 7 n'__ . X
$z’ooooosozzsood : < B T R T : .
$225,000.50-250, 000, * C3 Lo, T .

. $250,000.58-275,000. - L5 > ’ I

. $275,000,50- 300,000. ° . N 3 .2 e
$300,000,50-325,000,, - . 3 ne—"
$325,000.50-350,000. T 1 . -~ 3 ?- ,

\ $350,000.50-375,000. ~ T - o .0 2 . -
. $375,000. 50-400, 000, - ;1 . 7 ;

§  Over $400,000.% ) " 13 16 . L~

é . ’T?tglz ] . 401 415 o - -

. — SR o NS

3 *The number of contrlct.. over ﬁl.mxgllion increased from 1 in - - \_’ "

. FY 1972 to J in 1973, I .. N

‘ Source: Tabulated from U.S., General_Services Administration, 8(a) ~ Y
Coritracts Awarded July 1, 1971 through June 30, 1972 (Aug.-14, 1972) £ \
and 8(a) ‘Contracts “Awarded Fiscal Year 1;}; (Sept.’ 5,7 1973). N . > @
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“chrltted and actLVe agenc1es, the 8(a) progt&y is ILT;ted Close

The étatfééi@s in table 29 show that; §en in one of the most

/

mlnatlon,of the nature of all 8(a) contracth raises doubts about

’.....f. ¢
nt, N n . 4

x’
) thi effec iveness of. the program 1n brlnglng about minority business
o\ debel /

\ . B
n \\ - f




