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NEW ECONOMIC REALITIES: THE ROLE OF
WOMEN ENTREPRENEURS

TUESDAY, APRIL 26, 1988

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to notice, at 10:30 a.m., in room2359-A, Rayhurn House Office Building, Hon. John J. La Falce(chairman of the committee) presiding.
Present: Chairman LaFalce; Representatives Hatcher, Lancaster,

Ireland, Slaughter, and Meyers.
Chairman LAFALCE. The Small Business Committee will come toorder.
It is my pleasure to welcome you this morning to the first of aseries of hearings relating to women's business ownership. Issues tobe addressed are of the utmost importance, not only to women, butalso to the economic wellbeing of our Nation.
Managerial and entrepreneurial skills are unrelated to gender.In the past, however, Lhe opportunity for women to develop and

utilize these skills has been limited by centuries of prejudice, dis-
crimination, and exploitation. Nevertheless, the last half century
has been a period of extraordinary change.

Women have become major contributors to the Nation's work-force. They are entering fields and professions long dominated by
men. They are going into business at an extraordinary rate, atleast twice that of their male counterparts. In fact, the Department
of Labor estimates that by the year 2000, half of all sole proprietor-ships in the United States will be owned and controlled by women.Such progress is welcome, of course, but it is not enough. Since I
became chairman of this committee, I have received numerouscomplaints that the special difficulties faced by women in starting
and carrying on their businesses have not yet been eradicated.

In 1980 I initiated hearings to document the difficulties faced by
women entrepreneurs and to investigate what the Federal Govern-
ment could or should do to help them realize their full potential in
the economic mainstream. Eight years later, many of those prob-
lems continue to persist.

Today's hearings and future hearings we will have will examine
some of these problems relating to access to Government contract-ing opportunities, access to credit, public policies and programs andtheir effectiveness or lack of effectiveness, the changing nature of
the workforce, and the changing nature of the U.S. economy.
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Many of the problems are the same that face all emerging busi-
nesses. Addressing obstacles that hinder the success of women en-
trepreneurs will benefit all other entrepreneurs as well.

Let me conclude by stating that we must. adopt, as a national pri-
ority, the release of the extraordinary and as yet untapped abilities
and resources of women. Our Nation needs the wealth that can be
generated by the business talent of one-half of our citizens. That
wealth represents a national gold mine. We must tap it. The cli-
mate is right; the opportunities are present; and women can Pnd
should take their rightful place in the economic mainstream a,. or-
ganizers, managers. and employers.

The majority of the witnesses who will participate in these hear-
ings are women representing a broad variety of industries, demo-
graphics, business sizes, ethnicity, and expertise. We will also hear
from a few men during the closing hearings of this series. As we
examine changes and trends in our economy, both male ind female
experts have been invited to assist us as we consider policies and
programs for the future.

I want to welcome today's witnesses who will address the special
achievements of women as business owners and the effect these
women are having on our changing economy.

Before we call our panelists to the witness table, I wonder if
there are any members present today who ha ve any statements
they would like to make.

Mr. IRELAND. Mr. Chairman, I would only take a few moments to
say once again that your leadership of this committee, and particu-
larly your sensitivity to this area, is exceptional. We are moving in
the right direction.

We have an obligation to make sure that we unleash the entre-
preneurial spirit in all of our citizens. rr his is really the backbone
of the success of America, and hearings such as this will lead us in
that direction. I am glad you have see fit to bring this about.

Chairman LAFALCE. Thank you very much.
Mr. Lancaster.
Mr. LANCASTER. I would like to commend and thank you for con-

vening these hearings. I look forward to the outstanding panels of
witnesses we have here today and to the others in the series.
Thank you for the opportunity to participate.

Chairman LAFALCE. I ha'e lirepared remarks frcm Congressmen
Silvio Conte :-.nd Jar. Bilb.y If there are no objections, I will
insert them in the record at this time.

Hearing none, so ordered.
[Mr. Conte's and Mr. Bilbray's statements may be found in the

appendix.]
Chairman LAFALCE, I wonder if we could have the witnesses

come to the table. We have your name cards at your places.
Ms. Kathryn S. Keeley, Ms. Lillian Lincoln, Ms Mary Farrar,

Ms. Gillian Rudd, and Ms. Polly Bergen. Having introduced you
from my left to my right, we will start from right to left.

Ms. Bergen will be our first witness, and I want to say what a
pleasure it is to have everyone here. I know the difficulty you had
finding time to come before our committee. We look forward to
hearing from you. Please proceed.
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TESTIMONY OF POLLY BERGEN, CHAIRMAN, THE POLLY
BERGEN CO.

MS. BERGEN. Thank you very much.
Good morning, Mr. Chairman and members of the committee.

My name is Polly Bergen, and I am the chairman of the Polly
Bergen Co. We manstfacture shoes, handbags, belts, jewelry, and
other accessories.

I am here to testify on behalf of the National Association of
Women Business Owners, because I believe it is terribly important
that our contribution be recognized.

Women business owners are boosting the national economy. We
are shaping the business community of today, and we are shapingthe future workforce.

When I first started in business, I was 10 years old. I had sent
away for something called Cloverine Salve. The ad in the magazine
had promised if I could sell two gross of Cloverine Salve, I would
receive a free nurse's uniform and a stethoscope. Well, not only did
I not know what the salve was, I didn't know what two gross were,and, of course, my mom and dad ended up buying most of it, and I
got my prize. Years later, of course, I discovered in the basement
the Cloverine Salve still in its cartons. I guess they didn't know
what it was either.

Years later, in 1965, I started another businessI invested
$3,000which was called Polly's Folly at the time, and I began asmall mail order cosmetic company called Oil of the Turtle. Before
anyone asks me how you get oil from a turtle, I will tell you, you
start with a very low stool.

I knew very little about business, but I figured how could I fail,because I actually wore the stuff. Almost a decade later, having
worked 7 days a week, 18 hours a day, traveling all over the world,
investing every dime I had earned during my years in show busi-
ness, I sold the company. We were doing over $5 million a year. It
was hard work, and it was painful work, and I made a lot of mis-
takes. But I learned, and I was very lucky, because I had chosen tobe in a business a lot of women had proven successful incosmet-
ics, fashion, businesses that were easy or easier for women to be
involved in at that day and time.

Today, however, women are in all types of businesses, from
heavy manufacturing, to construction, to computers. But of great
importance from a national perspective is that many women are in
service businesses, and in all the service fields that the United
States is beginning to find so very profitable in international mar-
kets. The services sector is vitally important to the Nation's econo-my and wcmen business owners are vitally important to the serv-
ices sect',r.

Women business owners have made incredible strides in the last
10 years. We have contributed increasingly to Federal, State, and
local tax coffers as we own more and more of the Nation's business-
es. It is estimated that women own more than 25 percent of the
Nation's businesses today, and this has been achieved in just over adecade.
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Therefore, women business owners must be viewed as vital to
economic development, and vital to making a positive impact oi, re-
ducing our deficits, nationally and internationally.

We are not just a social cause. Women business owners have
always looked for opportunities, not giveaways or special programs
just for women. Women have seized every opportunity available to
go into business and to be profitable, and the record shows that we
have done it with little assistance from the Government or the cor-
porate sector. The record shows that we have done it with the help
of family and friends.

Women business owners create jobs. Small business creates well
over 60 percent of all new jobs today. As women own an increasing
number of businesses, more than a quarter of businesses in the
country, we are providing a growing number of jobs.

I think it is also very important that we strike down some of the
myths that surround women-owned businesses. We are not mom
and pop enterprises, we are not operated out of a basement or a
garagethough I admit I started Oil of the Turtle there, but then
again, so did Apple Computer. Women do not start businesses as a
hobby, and women rar3ly inherit their businesses. Millions eC
women-owned businesses across this country are started from
scratch and are built on "sweat equity."

Women business owners have shown that we can do it. From
every walk of life, in every type of business, we have done it. We
have gained experience in the face of resistance, we have broken
into many closed markets, and we have a track record We are
competitive, profitable, ready t3 de better, and to do it faster.

The Nation's businesses must develop and grow for this Nation
to survive economically. We, as women, want to share that respon-
sibility and participate in thii opportunities that will shape the
future of America in the 21st century.

Thank you.
Chairman LAFALCE. Thsok you very much, Ms. Bergen.
Chairman LAFALCE. Our next witness will be Ms. Gillian Rudd,

president of the National Association of Women Business Owners.
Ms. RUDD. Thank you, Mr. Chairman.
I have a prepared statement, and I would like to summarize that.

I would like the chairman's permission to add a couple other things
to my testimony.

Chairman LAFALCE. We will put the entire text of your state-
ment in the record. You may proceed as you desire.

Ms. Runn. Thank you.

TESTIMONY OF GILLIAN RUDD, PRESIDENT, NATIONAL
ASSOCIATION OF WOMEN BUSINESS OWNERS (NAWBO)

Ms. Rum. My name is Gillian Rudd. I am a woman business
owner in the District of Columbia, and it is with great pride that I
come today representing, as president, the National Association of
Women Business Owners, which I will refer to as NAWBO from
here on in.

NAWBO is a national trade association that represents women
entrepreneurs across the country. It was founded in 1974 and has
grown to 38 chapters throughout the United States. It is the only

11



national organization that represents the whole spectrum of
women business owners. The SBA says that is about 3.7 million
sole proprietorships, so we have to guess there are well over 4 mil-lion business owners out there throughout the United States. In
our own membership we have many corporations, and they are notcounted in those figures, so, we are well underestimated.

We are also affiliated with 22 other countries across the worldthrough our international organization, Les Femmes Chefs D'En-
terprises Mondiales, Women Entrepreneurs of the World.

We appreciate the opportunity that you, Mr. Chairman, and the
committee, are giving women business owners ti present our case
on the economic impact women business owners have made on the
national economy in the past decade and a half, as we have entered
business ownership fast and continue to enter business ownership
at a rate that far exceeds any other segment of the American busi-
ness economy.

As I travel nationally and internationally, I have almost daily
conversation with women business owners, and I hope that what I
say today will reflect what they tell me, and I can convey the depth
of feeling they express to me.

There is an enormous amount of pride among women business
owners. We know we have made phenomenal achievements in thislast decade and those achievements have been made against all
odds. But there is an equal amount of frustration and anger at thebarriers that continue to impede our business growth.

We know that the witnesses you have called for these hearings
will demonstrate what we are doing and what we have done in thelast 10 to 15 years and what we can do up to and beyond the year
2000. The stories these witnesses will tell will demonstrate our tre-
mendous present value in the economy.

We estimate, as a conservative estimate, the impact we have onthe economy is some $250 billion annually, and that has been
achieved with infinitesimal assistance or encouragement from the
corporate and private sectors of the economy. Realizing our poten-tial value lies in many ways in your hands, we have some sugges-tions to help you.

NAWBO strongly feels a need for leadership, tough, vi, ' Inary
leadership in the business community in both the public and in the
entrepreneurial sectors. We need to help our businesses to grow tobe profitable, to make inroads on the international trade deficit,and make inroads on our own national debt.

We do already contribute a lot to our local, State, and Federal
treasuries. The estimate is $37 billion at this point into Federal
taxes and $13 billion in local and State.

We do not see ourselves as a special issue or a social issue. We do
see 9urselves as part of a national economic issue.

As I have said, we have achieved these succes.,es against all odds.NAWBO never has and is not now asking for handouts or set-asides, but we really can no longer step aside. We have more than
proved our worth. We have more than paid our dues in these years.

Existing procurement and tax policies are crippling us, are sti-fling our growth, and are threatening our stability. Women busi-
ness owners and the full range of entrepreneurs must have accessto Government dollars, to technical assistance, and financing. We

12
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reall 'elieve the country is at an economic crossroads and that all
of 0. axpayer dollars should be toward incentives to create busi-
ness growth, job creation, and international trade.

Tomorrow we will release the findings of a major new study on
women business ownership that reflects what the State and local
governments are doing. The study refers to women business owners
as America's hidden resource, and what the report will reveal is
basically window dressing, lip service, and a mere five continually
funded business owner programs around the country. That is a
very unfortunate waste of a very vallble economic resource.

We truly believe that this committee and the SBA should be two
of the most exciting places to be in Washington, DC. It should re-
flect the entrepreneurial community, the rowing business commu-
nity, the emerging business community. That is where the action,
the energy, the excitement, the jobs, and the innovation are.

You will notice that I have not used the term "small business."
NAWBO has dropped those words from their vocabulary this year.
It has tended to be associated with disadvantaged and nongrowth
businesses, and that is not what we _ire about.

I understand you also will be asking Government agencies to out-
line the programs they have put in place for women business
owners in the last decade. I don't expect much of a catalog. I do ask
you, when they appear before you, to query if they were a one-shot
deal, query the number of dollars spent, and particularly query the
results, the number of co.itracts, the number of dollars that have
actually gone to women business owners, and the return on the in-
-restment the Government has made.

I also understand that you look at the future, what our demo-
graphics are telling us, and where our deficits are leading us. We
strongly feel that we need statistics on what our resources are in
this country, and we don't have those at the moment.

We need policies that would allow entrepreneurs to grow. That is
of most vital concern to NAWBC. We want to plan for our future.
This is a planning organization, and we use a quote from Casey
Stengel, the baseball legend, very frequently, "If we don't know
where we are going, we may end up somewhere else." We are very
nervous about ending up somewhere else.

What do we want, as growing American businesses? We want ba-
sically a national strategic planning commission for businesses that
will bring together the diverse spectrum of interests and expertise.
This is what we do in our own businesses. We get together, we plan
for the future, we look at the resources we have. We look at our
weaknesses and our strengths. That is what we need to do t,.) tackle
our situation in the global economy.

What do women business owners want in the short term? The
problems we face are no programs, no recognition of economic
impact, no organized systems of outreach.

Here are some suggestions that are focused on access, business
growth, and stability and economic development. V' are not sug-
gesting new progr,..ms, but we are suggesting reallocation of re-
sources, a greater private role in the public sector, the development
of 3-year model programs, and an emphasis on women-owned busi-
nesses across existing programs.

13
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The way that we are suggesting to do this is truly with yourhelp. We need help from the top down. We need help from the
White House, from whomever the President is in the next adminis-
tration. We need it from the Congress, and we need it from each
Cabinet head. This is a natit, ial economic issue, and we need inno-
vative solutions.

What we are suggesting is a women business wners Federal ini-
tiative that will have long-term and broad-range impact. The sug-gested mechanism to accomplish this would be a women business
owner policy council that will consist of key agencies, White Houserepresentation, congressional representation, women businessowners' groups, and individual women business owners. The policy
council would have a good budget and staff to carry out its man-date, and that would coordinate the actions of all Federal agencies
and depai tments, establish program goals, work with the State,
city, and local planning agencies and associations, establish, moni-
tor, and report progress to Congress and the President, and definethe programs that are needed.

Specific emphasis needs to be placed on capital, procurement,
high technology, international trade, technical assistance, andtraining, and we particularly want to look at the Departments of
Defense and Transportation. Each Cabinet officer would establishwithin their agency a women business owner policy task force, and
they would include staff members, and women business owners,and representatives of women business owner groups.

The plan is to develop a 4-year action ,plan and the accomplish-
ments of the goals that will be built into those plans would be in-cluded in the merit increases of Federal employees, so, there would
be an incentive for them to work with us.

There would also be a sunset provision in these tavi forces sothat in 4 years, if goals and objectives are reached, it will be dis-
, landed. Each agency would include agency staff and women busi-ness owners, and a specific portion of program budgets would be al-located for model programs. Model programs would be funded for 3
years. The task forces would make a yearly report to the President,
and Congress would review the initiatives each year with oversight
hearings at the end of the 4 years.

The Small Business Administration would concentrate on out-reach, directory, building a constituency, newsletters, those types ofthings.
We want to move quickly. We always mc,,v quickly. Within

NAWBO we have something called NAWBO time, so, we are impa-tient to grow and move our businesses along.
We are suggesting two immediate programs, two that the Depart-

ment of Commerce has in place. The Department of Commerce, inthe last 2 years has cosponsored a program called the Mega Mar-
ketplace. The main aim of that wes to give visibility to women
business owners and to break into the procurement process at all
levels. We have less than 1 percent of Federal dollars at this pointin time. With 25 percent of the businesses or more, that is a ratherunequal balance.

We are also suggesting we become a part of the Department of
Commerce initiative to export NAWBO, and this is the kind of in-
novative program we are looking for. We suggest we have a special
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export program targeted to women business ownerspick a select-
ed number of women business owners and select them carefully.
Congress would work to develop their marketing plans with them,
and the Import-Export Bank would be the loan part of that.

The businesses' accompli-hments and failures could be docu-
mented and could become beneficial to all American exports, par-
ticularly for growth businesses. We could develop from that a
longer term entrepreneurial export growth strategy.

As you can see, NAWBO is deeply concerned ibout America's
prosperity in the future, since we feel we and uur children are
going to be living there. We feel a false sense of prosperity exists
today in tine country, that our short-term, "penny wise, pound fool-
ish" approach deeply endangers our future.

We are calling for American business and Government to make a
long-term investment in An.erica, and in May we will issue our
issue book for the coming year. It will be called, "Framework for
the Future II, Investing in America."

We think we must invest in America in the long term. We are
asking for a visionary .approach that truly looks at issues of com-
petitiveness, quality, design, education, technology, research and
development, financing, and taxes. Our Government dollars should
be spent now to capitalize our future growth. We desperately feel
we need a business mission and vision statement and, with the
right people, the righ, team and the right vision, we can make our
future prosperous, and we can resume our place as a proper, active,
competitive, first-class, world-class economy.

NAWBO commits itself totally to working with you to achieve
that goal.

Thank you.
Chairman LAFALCE. Thank you very much.
[Ms. Rudd's statement, with attachments, may be found in the

appendix.]
Chairman LAFALCE. Our next witness will be Ms. Mary Farrar.

TESTIMONY OF MARY H. FARRAR, PRESIDENT, SYSTEMS
ERECTORS, INC.

Ms. FARRAR. Good morning. My name is Mary Farrar and my
company is Systems Erectors in Kansas City.

Systems Erectors provides labor and equipment to erect structur-
al steel, precast concrete, and preengineered building syste-.,,s for
the low-rise commercial and industrial warehouse market,.

In my company the only employees I have are mys 1f, an office
manager who is also my youngest daughter, and the rest of our
people are union iron workers and union hoisting engineers.

Also, I just finished my second term as national tairman of my
trade association, which is the Independent Erector Division of the
Syetems Builders Association. I was the only woman who has ever
held office in that association.

I know a lot of you are wondering what I am doing in this busi-
ness to start with, and a lot of days I do, too. I don't have any ex-
planation for how I got to where I am, but I would like to share my
story a little bit this morning.
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I grew up in a large family. I was the olhst of six children. My
father was a conductor for the Santa Fe Railroad, and my mother
was a school teacher, but she didn't get her degree until after all
my children were able to attend her graduation, so she was arather late bloomer also.

I got married shortly after high school and had my family,
stayed home with my children until 1972, at which time I got a jobworking for a construction company, because I felt that I needed to
supplement our income. We were being faced with college for five
kids in the near future.

q I learned and grew in this construction company, the whole
conste,iction business fascinated me, and I learned most phases of
the management of the company. In about 1978, I made an attempt
to buy into the company. When I was denied the right to buy into
the company, I left to launch Systems Erectors.

I started the company with obviously no formal training, no busi-
ness training, no money. I had 6 years of on-the-job training in an-
other company. I had the support of my husband. We talked about
it long and hard before I decided to do this, and I had a contract
from a general contractor in Kansas City to build three warehouse
buildings.

I didn't have a bankable deal at that time, and I think probably
would have beer. laughed right out of the bank if I had gone in and
said: "Here I am, I have no experience, I want to start a union
erection company, I have got $500, and that is it, guys." So, I didn't
even attempt to do that, but the contractor I had this contract withsaid that I could draw weekly against my contract, which, typical-ly, in a construction contract you bill on the 25th of the month for
labor and material that was expended during the month, and youmight get your money on the 15th to the 25th of the following
month. In a labor-intensive organization you need a lot of capitalbecause your payroll, even in a very small company, is running
$15,000, $20,000, $30,000 a week.

So, without the contract that I had allowing me to draw everyweek, I could not have made my payroll and payroll taxes. I made
a little bit of money on that first contract which allowed us to bid
more work, and by the end of 1979, which was our first full year in
iusiness, we had billings of over $1 million.

Now, 10 years later and millions of dollars in billings and mil
lions of square feet of buildings later, I still have a lot to learn, buL
I have learned a lot of lessons. I am still struggling for expanF'on
capital. Every time I walk into the bank, it is like I was starting all
over again. I generally get the ; at on the back. I have done a good
job, but they think you are (1,, ali the work yo'i need to be doingright now.

But in 1981, in stark con'!:is: - this kind of attitude, I joined
forces with my broth anc ii ':ng t.o do speculative build-ing, and it was sFeculative, in 1561, in Kansas City, there
was no construction market t bank I went to with this wild
idea accepted it, gave us th, and we built the building. Of
course, we couldn't sell the ailding. We owned the building 6
years later, but that one experience pointed out to me that ithelped to have a man for a partner, because it was a much more
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risky venture than what I was doing with solid contracts in my
hand, but it was easier to get the money.

I feel very strongly that banks need to be required to have stated
policies about what they loan money on, what they don't loan
money on, because it is so easy for a banker towhen you walk in,
to look at you and make his judgments not based on what you can
do or what you have done, but based on gender, or based on maybe
she is not in an area that she should be in, those kinds of things I
think we need to change.

Also, if you are denied credit on any particular deal, it should be
stated very clearly why you were denied the credit. I think, too
often, the bankers get away with passing us off and saying that
really doesn't fit our loan portfolio right now, and I would like to
see something changed on that. Also, I would like to talk a little bit
about my experience with the Federal procurement programs, be-
cause Systems Erectors would like to do work with the Federal
Government, and I have gone to the seminars that have been held
in Kansas City or at surrounding areas. They are often called How
To Do Business With The Federal Government, and at these semi-
nars they talk to you a little bit about how to do business, and they
give you stacks of paper to fill out. If you fill out these forms, it is
my understanding that you are put into some kind of a data bank
that is available to all the procurement people in the various agen-
cies.

But in the 10 years that I have been in business, I have never yet
received a request for quotation for the type of work I do or in the
area I do. Occasionally, I receive one from the Corps of Engineers
offering that I could build a dam for them somewhere. But I don't
build dams, I don't know anything about it.

So, I would like to know how we can break into that system, be-
cause there is a huge, huge marketrlace and opportunity for a
woman business owner, and I think that if all companies that are
qualified to do the various kinds of work that the Federal Govern-
ment is purchasing, and they want to do that work, if they are not
given the cpportunity not only might the Covernment not be get-
ting the best price for their purchases, but the small companies are
not getting the advantage or the help that they might need.

Thanks to my association with the Committee of 200, I have
learned that most all the women that I talk to, share my frustra-
tions, and just as a note of explanation, the Committee of 2C0 is a
national oijanization of women business leaders who are risk-
takers in their respective industries, but even women with much
larger corporations than mine seem to be faced witn the same
problem of lack of credibility in the marketplace, lack of access to
credit, and lack of Federal Government procurement opportunities.

In 1978, in the field that I chose, I was definitely a trail blazer,
but now, looking back, I don't see anyone following me, and this
concerns me vei-y much. I wonder what is stopping these people
from coming behind me. There is nothing special about Mary
Farrar. I didn't have any family member to model after, I didn't
have any money, I didn t have any education, I didn't have any
business training, and I certainly don't have a genius IQ. I ran into
lots of roadblocks and barriers, I had a lot of grit and determina-
tion, and despite the odds, I have made my company successful.
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In .:onclusion, I would like to say if both the public and the pri-vate sector could work toward assisting women who have the driveanq entrepreneurial spirit to achieve their goals, our econemywould benefit all the more.
Thank you.
Chairman LAFALCE. Thank you very much, Ms. Farrar.[Ms. Farrar's statement may be found in the appendix.]
Chairman LAFALCE. We have been joined by the Congresswomanfrom the State of Kansas, Representative Jan Meyers, who was thestar of yesterday's Profiles in Congress on CNN News, and alsoCongressman French Slaughter.
Our next witness will be Ms. Lillian Lincoln. Ms. Lincoln.

TESTIMONY OF LILLIAN H. LINCOLN, OWNER, CENTENNIAL ONE,
INC.

Ms. LINCOLN. Good morning, Mr. Chairman, and members of thecommittee.
My name is Lillian Lincoln. I am president and founder of Cen-tennial One, a building maintenance service company located inLanham, MD. My company currently grosses more than $8 millionin sales, and we employ in excess of 800 people.
As I testify today, I am strongly reminded of the climate in 1976,the year I entered the entrepreneurial arena. There was talk atthat time of much support and encouragement to women and mi-norities to start their own businesses, take the associated risk, andactively compete on the open market. The political environmentwas supportive, and I received lots of backup from friends, businessassociates, and family.
In December 1975, I started my company. I invested $4,000 of myown money, and I employed a few people and decided to go afterGovernment work. I decided that I would apply for approval underthe 8(a) program, but my initial application was turned down, be-cause the Small Business Administration stated they couldn't pro-vide enough contracts to support my business. Well, I assured themthat I did not really need them to provide me with the contracts.As long as I had the approval, I would market Government agen-cies and secure the contracts on my own.
So, undaunted, I reapplied, provided the SBA with names, ad-dresses, and telephone numbers of agencies to whom I had alreadyspoken and who had agreed to set aside contracts for my company.In October 1976, Centennial One was awarded its first 8(a) coutractfrom the Department of Agriculture in Beltsville, MD. That con-tract was for $150,000 and required the employment of about 20part-time people.
As my company grew over the next few years, I continued to domy own marketing while controlling the growth of my company.We won more Government jobs while adding a small core of pri-vate clients. In addition, my 8(a) base continued to grow until theratio was 70 percent public sector and 30 percent private.In order for my company to continue to grow, I realized that Ineeded greater access to capital. I did not turn to the Small Busi-ness Administration, because I had established a rather unique re-lationship with a local bank president who had previously been my
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personal banker and who really believed in me. I have no doubt
that it was because of this relationship that I experienced no real
difficulty in acquiring credit. So, in 1976, with my accounts receiva-
ble as collateral, I was granted a $12,000 line of credit from this
bank.

Today, the company now has more than half a million dollars
line of credit, and we have unlimited bonding capacity. I am aware
that my personal story is somewhat unusual when it comes to
credit, but for many women access to capital is a major obstacle.

In 1982, I was given a fixed number of years to remain on the
8(a) program under the new guidelines. I asked for, but was denied,
a 1-year extension. So, in 1985, I was abruptly dropped from the
program. At the time of my "graduation," which I determine is a
misnomer, I had about $5 million in 8(a) contracts and $2 million
in private-sector contracts. Clearly my business was in danger of
not surviving the graduation.

Between January and March 1986, Centennial lost $5 million in
sales, and the company could have gone bankrupt had I not had in
place a strong marketing program which had been implemented a
few years earlier. Others with less foresight have seen their compa-
nies collapse upon graduation from the 8(a) program, or have had
to merge with other companies, or sell equity positions. Clearly,
there is definitely a need to improve the procedure for supporting
the companies during this critical transition period.

Many women and minority-owned businesses are unable to perse-
vere through such financial hardship, which makes Government
contracting an extremely difficult market in which to build and
grow your business. My company pulled through, prevailed, and
through aggressive marketing it reversed its client base to its cur-
rent level, 90 percent private-sector contracts and 10 percent
public-sector.

It was when I first hired my first salesman, a young aggressive
white male, I was confronted with the realities of sex and race dis-
crimination in the marketplace. Previously, clients had been rather
subtle in dealing directly with me, but it was through this young
man that it became obvious that people were frequently dubious
about doing business with a female, particularly a black female. I
have been blessed over the last 12 years, and, with hard work, I
have built a fine track record. I am now taken seriously, but it has
not always been that way. Credibility continues to be an issue with
women in business.

Clients, suppliers, and financial bankers are slow to believe in a
business plan if it is submitted by a woman. She still has to prove
herself, and she is put to a much more difficult test than her male
counterpart. I have good credentials, I hold a bachelor's degree
from Howard University in Business Administration, and I was the
first black female to receive an MBA from the Harvard Graduate
School of Business in 1969. In 1981, I was selected as small business
person of the year for the State of Maryland, an award which I
truly value.

In closing, Mr. Chairman, and members of the committee, I
would like to thank you for allowing me to testify today, and I
hope that my story will help support legislation to assure adequate
and fair credit for women and open up avenues of increased pro-
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curement for female entrepreneurs. I particularly would urge youto do all that you can to make the odds better for successfulwomen-owned business.
Thank you very much.
Chairman LAFAI.cE. Thank you very much, Ms. Lincoln.
[Ms. Lincoln's statement may be found in the appendix.]
Chairman LAFALCE. Our next witness will be Ms. KathrynKeeley from the State of Minnesota.

TESTIMONY OF KATHRYN KEELEY, PRESIDENT, WOMEN'S
ECONOMIC DEVELOPMENT CORPORATION [WEDC01

Ms. KEELEY. Thank you, Mr. Chairman, and members of the com-mittee. My name is Kathryn Keeley, I am president and cofounderof the Women's Economic Development Corporation, which is a pri-vate, nonprofit Minnesota corporation that assists women to startand operate their own businesses.
We have been in existence for 41/2 years, and in that time wehave seen over 3,500 women who want to start a business. We havestarted 650 businesses, expanded another 350, and assisted some400 that were in trouble. Over that time we account for some 2,000new jobs created within the State of Minnesota and with 65 per-cent of those being what you call self employed, they are creating ajob for themselves and one other person, 32 percent being smallbusinesses, and 3 percent being the potential multimillion-dollarcompanies.
Our organization targets unemployed and underemployed womenwho need to create a job for themselves to support themselves andtheir families. We have a specific focus which we have gotten na-tional recognition for women on AFDC. The program was recentlyspotlighted on a 60-Minutes segment 6 weeks ago for work we havedone with AFDC recipients.
A major part of our program is financing. We have administereda loan fund with which we fund women-owned businesses. Ourloans range from $300 up to $125,000 with an average of about$12,000. We just did our smallest, which was $31.58, but that is gyp-ical for us. When we do financing, we believe an owner should beat risk for their business, but we use creative lateral. We take kids'bikes, couches, all the intangibles, the bankers say, that are in thebusiness. The most creative business we did was a florist, where wedid a 5-day note on the roses and took the roses as collateral, whichwe could have sold, because roses had a life history of 10 days. Wedid it on Valentines Day. That owner sold $3,000 worth of roses,she had $2,500 to collateralize 'ler business, and she was in oper-ation.
We are known for being very creative and coming up with fi-nancing schemes that will work. Out of our $1.2 million, we have$800,000 loaned out at any one time, and we have only lost $21,000in 31/2 years. We have a loss rate most bankers envy. We are hardnosed business women in what we do. We want to be repaid, andwe do serious business plans. Half the women who come to us, wetalk out of the business. They would be potential failures.We just did a 3-year followup on the businesses we started, and92 percent are still in business functioning and doing well. I want
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to focus on capital, because that is the area we work in most. Since
our 60-Minutes segment, we are getting 500 women a day calling
our office. Half want to borrow money from us. We have heard
from every State in the Union. We have had women callone call
from California, there were 45 women in the room wanting to
borrow money. Some had ideas where they needed $700, some
needed $10,000, but they all wanted to support families and had no-
where to go.

We tried to send them to the SBA, and, unfortunately, they tell
them to go take classes. Classes do not create capital. Women face
four barriers we see. One of them you heard today, about how we
are stereotyped over and over. Women are seen as starting soft
businesses. They are not taken seriously as business owners, and
we see this all the time.

Second, we don't have the personal assets often when we start
the business. I am reminded only 6 percent of the women in this
country earn more than $25,000 a year. That means we are not ac-
cumulating a lot of cash.

Second, I saw some testimony last week from Frank Swain from
the SBA, and he says businesses start from family and friends. You
better have the right family and friends. It is other women like us,
who again are in that 80 to 90 percent who earn less than $25,000 a
year, and we don't have a lot of cash to spare for each other.

Third, is equity money, something that is harder to get if you
want to expand. It is the investment dollars with a higher return,
and it is a network that exists that women are not part of.

Finally, the whole issue of women expanding their businesses
and getting access to different kinds of markets. Again, Lillian
talked about that and the need. When you have new markets, that
is what produces capital and interests investors. I think our organi-
zation has worked actively, and we have stayed private funded over
the years, because no one has taken us seriously in Government.

We have a list of 100 places that want to replicate us around the
country. We have contracts in five States to go in, but, again, it is
private funding because the Government sees what we are doing as
sort of soft or too fuzzy for them to understand. We have a track
record now that we can explain and articulate, and we want to par-
ticipate very much as we restructure this economy.

We believe women are leaders, and we want to roll up our
sleeves and do it together. You made a comment about creating
wealth in this country. Frankly, women want to create wealth, but
we would like to share some so we can create it together.

[Ms. Keeley's statement may be found in the appendix.)
Chairman LAFALCE. Thank you very much.
Now I will go to the question and answer period. I will ask just a

few questions, myself
Just so I have a better understanding about WEDCO, how is it

financed?
Ms. KEELEY. We have a $6,000 operating budget that comes fro n

corporations such as General Mills, Pillsbury, Northwest Founda.
tion, it is all private money. They are grants. We are a tax-exempt
organization. We only work with women in Minnesota.

Chairman LAFALCE. Most of your contributors come from--
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Ms. KEELEY. All of them, except the Ford Foundation would bethe only national funding we have. Thirty-five percent of mybudget we do earned income; we do on consulting around the coun-try. We get paid for speeches and charge States to explain what wedo.
I raised $600,000 a year. The loan fund is primarily from FordFoundation.
Chairman LAFALCE. I see. Are there any other corporations suchas yours in the United States?
Ms. KEELEY. There are probably three in the United States.Chairman LAFALCE. Who?
Ms. KEELEY. In West Virginia there is a group called WomenEmployed, a group in new York City called AWED, and in Chicagothere is the Women's Self Employment Project. There are fiveother groups, one in Des Moines, IA; Missoula, MT; San Francisco,CA; the Range in Minnesota; and Milwaukee, WI, that are tryingto start up. But none of them has loan money.
I am being corrected back here. We are the only one in the coun-try to have actual dollars to loan out.
Chairman LAFALCE. Are any of these organizations funded byGovernment?
Ms. KEELEY. Not that I know of. The Chicago project may havesome Government money. AWED has some Government money.Chairman LAFALCE. Ms. Rudd, one of the things you called forwas the creation of a women business owner's policy council. Rightnow isn't there an interagency task force on women's enterprise,and isn't this just a new name for an interagency task force?
Ms. RUDD. There i3 existing an interagency task force. I havenever been contacted by them. I think one of the major problemswith it is that business owners are not included in the delibera-tions, and we need to get that kind of input into a policy. It is alittle difficult for a group to design a program if they don't havethe input for designing the programs.
Chairman LAFALCE. Do you know if there is any interfacing be-tween this existing interagency task force on women's enterpriseand any women's organizations within the private sector?
Ms. Rum). I do not know enough about that interagency taskforce. I do not know of that. We are the major women businessowner group. I don't know if they have interacted with the Com-mittee of 200 which is the other major group.
Ms. FARRAR. No.
Chairman LAFALCE. Well, on the one hand, I would argue it isthe responsibility of the interagency task force to reach out to theprivate sector to include them within their deliberations, that is ifI were appearing before them, or I had them before me. On theother hand, I would argue to private organizations, if there isawareness of a task force not reaching out to them, maybe the pri-vate organizations should be reaching out to the governmental taskforce. In other words, I am suggesting there is a mutual responsi-bility and perhaps neither side has fulfilled the responsibility ofreaching out to the other.
Ms. RUDD. There was a report that came out from the interagen-cy task force, and we asked for the report over a long series ofmonths, and I think we finally got a report about, I got one
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anyway, about a month or so ago. But that was after a longer
period of deliberations.

Chairman LAFALCE. Well, I think it is fair to say this interagen-
cy task force, if anything, could be labeled rather dormant over the
past several years- -

Ms. RUDD. Totally asleep.
Chairman LAFALCE. That may be accurate. We intend to pursue

that at future hearings.
Is this women's business ownership policy council to include rep-

resentatives from both the public and private sector?
Ms. RUDD. Yes; definitely. Our real strong push is to get the pri-

vate sector within the deliberations of any program that is de-
signed.

Chairman LAFALCE. If we were to reach out to the private sector,
who would we reach out to? Clearly, I would imagine you would
suggest your organization.

Ms. RUDD. I would.
Chairman LAFALCE. Would there be other organizations that

could be deemed representative of women that would be included
in such a council involving both Government and public and pri-
vate sector?

Ms. RUDD. Yes; I am sure the Committee of 200 might want to be
involved, groups like WEDCO. There are minority associations that
also would like to be involved, I am sure.

Chairman LAFALCE. Do we have a list of the major organizations
within the United States in some way representing or purporting
to represent women business owners that could be included?

Ms. RUDD. We probably have the best list in the Department of
Commerce. We do those kinds of lists together for the Mega Mar-
ketplace, both to contact them, and we have very poor, I would say,
individual lists.

Chairman LAFALCE. Should any further focus we haveor the
present interagency task force, or some other business council,
women's business councilbe exclusively for business owners or
for women in business as distinguighed from women business
owners?

Ms. RUDD. I think it needs to be on women business owners. It is
the ownership that brings special talents, problems and energies.
The owners are the day-to-day runners and take the risk of the
business, raise the capital of the business, and stand behind their
capital, and it is the owners who should be included.

Chairman LAFALCE. Some suggest that perhaps there is a need
or concern for not just business owners but women in business and
the special problem: that they might have. So, I understand the
distinction, and I understand where you are coming from. In a cer-
tain sense, not that it differs from something else in your state-
ment, but you did emphasize what I refer to as mainstreaming, al-
though I don't think you used that word. You didn't call for certain
new activities designed exclusively for women. I think you were
asking for greater emphasis on women-owned business, within ex-
isting activities. Is this true?

Ms. RUDD. We are taking, I think, a budget conscious approach.
There is enough money there, if it is used correctly, and our prob-
lem is access. We can t get into Government systems or financial
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systems. So, what we are asking for is a good deal of commitment,
and the things that we suggested, like merit increases when Feder-
al employees do something that achieves women business ownergoals, those are the things that we are looking toward.

Chairman LAFALCE. All right. Now you say that you can't getinto certain types of activities, which is different from governmen-tal agencies or individuals not reaching out to women. In that con-nection, you also stated in your testimony that existing policies re-lating to procurement, credit, and tax are crippling women-owned
businesses.

But there was no explanation or expansion of that statement. Doyou or do any of you have any information that you could sharewhich would back up the claim that existing policies of the Govern-ment relating to procurement, credit, or taxes are crippling womenor hindering women?
Ms. RUDD. We can draw those together for you. We have inter-nally within NAWBO done credit surveys of our own businessmembers. There are very few statistics within the Federal Govern-ment, and that is really our large problem. The Department of

Commerce supplies us with a less than 1-percent figure on procure-ment, for instance.
We don't know what our resources are in the women business

owner community. We really need those statistics as well as thewhole entrepreneurial sector looked at. One of the things NAWBOhas been particularly active on is getting the SIC codes changedand expanded to fit the kind of economy we have now. What weare really looking for is a sense of economic direction in the coun-try, and we need statistics on us and every entrepreneurial entity
in the country to see what we have and where we are going.

Chairman LAFALCE. Fine. Mr. Ireland.
Mr. IRELAND. Thank you, Mr. Chairman.
I have to say, I like what you say, from beginning to end. It isn'tjust the women's part of it that gets me excited, it is certainly theentrepreneurial part as well.
There is a book on the best seller list by Dr. Paul Kennedy ofYale that has gotten a lot of comment because the title of it is,"The Rise and Decline of Great Powers," and all of the commen-tary seems to iie focused on, "Are we declining, are we followingwhat other countries have done in the last 500 years?" Central tothat discussion, except for one prominent comment in the Harvard

Business Review, but absent across the spectrum of commentators,is the fact Dr. Kennedy points out in his introduction that through-out the book a central part of his thesis is that no country in histo-ry has risen to the top without being both pluralistic, and entrepre-neurial, and active in commerce and the free market; in addition tothat, he points out that no country, in getting to the top of theheap, has declined without a prominent segment of that declinebeing the closing down of entrepreneurial activity by bureaucraticGovernment.
I am struck in all of the testimony here by how, for the mostpart or almost entirely, the problems you have ticked off and allud-ed to are somewhat the same.
I see similar problems in procurement. The procurement activityof the Federal Government is bureaucratic in the extreme and is,
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by and large, a product of people who have never had to be in busi-
ness and never had to face the kinds of things you and other small
business people are facing.

The problems of bankshere, again, I spent 25 years in the
banking business, and I like to think I did a lot of the kinds of
lending we heard about from Kathryn. But the mentality in Amer-
ica is brought about by the fact you are looking to bankers for cap-
ital. In the early 1930's, this Government, because of the Depres-
sion, took commercial banks out of the capital formation business.
They can't invest in your business, or they could go to jail. We
have a Government-sponsored market imperfection as far as our
banks providing capital, and yet nobody is addressing it.

The Government and our OMB in particular now say efforts to
solve that by having Government-sponsored entities much like
what Kathryn has saidthey said those are Government-sponsored
entities and therefore, are not a proper use of tax money. Yet from
Fannie Mae on, we have those kinds of things, and I think it is
high time we did a better job of providing capital by a Government-
sponsored entity that could do it.

It is certainly cheaper than the billions and billions of sorry
loans that we have in our SBA portfolio that have gone to less than
1 percent of small business in America, which makes the amount
of what women have gotten pale by comparison.

So, having said that, and with my enthusiasm for what you are
talking about and the economic denominator here, I really think
there are special barriers in the women's world that we need to ad-
dress. As I said at the outset, I am pleased that the chairman has
focused on this area. It needs to be focused on.

Ms. Rudd, you have seen what we have done with Government
trying to get into this kind of business. I think your explanation
that you are dropping "small," because in a sense Government ef-
forts are to no growth and are to disadvantagedthere is some
need for that, no mistake about it, but that isn't what you are talk-
ing about, so you dropped the "small." You want to be something
different.

My real concern is, this independence and this need, if you are
going to callas some of these things that you listed should be
doneif you are going to call on this Government to do it and real-
ize what a miserable track record the bureaucracy has of really
helping people without taking away their ability to succeed, how
are you going to reconcile those?

Ms. RUDD. The women's policy task force we are asking for is a
planning committee, and I don't mean long-term planning. We
can't like to plan for long times. We can do strategic planning, that
is, to put in place some programs.

We would like all of the sectors to work together, but we really
want this to be a private sector driven front so that we canit is
true about the capital area; there must be another way. We have to
come up with other solutions to the kind of bureaucratic layers,
and layers, and layers that we have now. There has to be another
way to get the Government dollar out through the contracting
system.



19

We will come in with some recommendations on procurementand credit. We don't have them today, but we will come in withthem by the end of the hearings.
We first suggested a business strategy planning task force. Thatwas the overriding thing. We want to be a part of that, and I thinkwomen business owners can be the kind of wedge that goes in to doit. We are the entrepreneurial wedge and the fastest growingwedge. So, we want to plan now a different kind of activity for theGovernment to do, I would say, working with business, things likeKathy Keeley's program. Why can't we put some money into ven-tures like that? They work.
You have to have the right people, the right money, the rightplaces, and we have the commitment to do that. I know from work-ing in Mega Marketplace that Government people also have thecommitment to do it. But in the meantime they are strangled bytheir own regulations.
So, I think in a sense we have to carve out some model program.ming so that we can say, "This works, and we can do this."
Mr. IRELAND. Thank you.
Chairman LAFALCE. Mr. Lancaster.
Mr. LANCASTER. First of all, I want to tell you how inspired andimpressed I have been by your articulate testimony. Each of thewitnesses was excellent, and I am convinced that you have given usthe basis for questions of the witnesses who will appear on subse-quent panels.
I really don't have questions for you, but you certainly havegiven me questions to ask for of the institutions, private andpublic, that have thrown roadblocks in your progress. I thank youfor providing us that.
I would just conclude by telling Ms. Bergen that her first experi-ence in business was very similar to mine, except I sold Rosebud

Salve instead of Cloverine. I grew up on a farm, and so, I was usedto hard work, but never business endeavor until I started on myRosebud Salve business venture. My first compensation was a redcutglass ring that promptly turned my finger green. But your testi-
mony certainly brought back those memories of L lat first effort tosell something door-to-door in a rural community.

I do thank each of you for coming and for giving us the a.nmuni-tion we are going to need as these hearings con+inue.
Thank you.
Chairman LAFALCE. Thank you.
Ms. Meyers.
Ms. MEYERS. Thank you, Mr. Chairman.
Mary, it is nice to see you again, and I am glad to hear your tes-timony and the testimony of all the women.
I glanced through the testimony from Ms. Bergen and GillianRudd. I was interested in hearing your comments, Ms. Bergen,about the fact that women-owned businesses are not just a socialprogram, that they are contributing enormously to the economy,and when they contribute to the economy they also contribute toGovernment and help us with our deficit problems, and so, it issomething that we should definitely be encouraging.

4., U
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I guess my question is and I think Gillian's testimony partially
answered itspecifically, at this time, what can the Government
do?

I know you have suggestec, the Cabinet policy council, and
think that sounds like it would coordinate agency efforts here in
Washington and maybe be able to cut through the bureaucracy a
little bit more.

Specifically, 's there anything that the Government should be
doing now, can do now, before this policy council is instituted? I
think I heard Mary and maybe Lillian saying that it was hari
be aware of what Government programs were there and that they
were not always notified and aware.

Maybe, Mary, you can address this, or Gillian.
Ms. RUDD. There could be a very swift outreach to women busi-

ness owners throughout the country in terms of knowing who they
are and collecting data on them, who are the women, what are
their businesses, where can they fit in.

We started that process within the Mega Marketplace system
there is a bankbeginning in the Department of Commerce, and
we produced from that a directory.

The most wonderful thing in the world would be to have a na-
tionwide women business owners directory that could be given to
Government contractors and to corporate buyers, and that is the
hook between the two. That will be very close.

The other programs, it depends how swiftly Congress can move.
We need the equal access to credit moved so that the banks will
report on why we are not getting loans. It is obviously a big prob-
lem for everybody across the table who just testified.

I think maybe those would be major things. We can move on the
export program, which Secretary Verity is moving very fast on. If
we could institute that program swiftly, we could put a model pro-
gram in place. It has all the ingredients: A financing arm, if we
can get Export-Import to do that; technical assistance arms; a little
microcosm of what American businesses can do to help solve the
trade problem. So, that would be a tremendous thing to do, and it
would be beneficial for the long run, I think, for the entrepreneuri-
al community throughout the United States.

Ms. MEYERS. Mary, do you have any comments on that?
Ms. FARRAR. The only thing I think about, because I brought up

the procurement programsupposedly it is there, but I am just
asking why in my case it has not worked. I dc know where to go
to get that answer, and that is why I brought it here with me
today.

Ms. MEYERS. I am glad you are here, and maybe I can work with
you on that.

I am very pleased that you are in my district. Thank you for
being here.

Kathryn.
Ms. KEELEY. I was going to comment on the fiancing end.
We travel across the country, doing our speeches. The hardest

money to raise is money for loan pools such as we administer. The
private sector has a difficult time doing that, and they say the SBA
does that.
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I would like the SBA to stand up and say what they really doand don't do. That is the first step, which would be fairly sensible,so we can stop passing it off.
The second issue is the Government may have to be the leverag-ing partner that says, OK, if you raise x amount of money, we willput this in a loan pool, and challenge communities to do somethings in terms of financing.
Ms. MEYERS. Ms. Keeley, I think it would be best to address thisto you. Could you answer, how might this committee be helpful inpromoting the establishment of other groups like yours throughoutthe country?
Ms. KEELEY. Well, you could help fundraising in your local dis-trict. The toughest thing is raising the money to support the orga-nizations. San Francisco has been working over a year to help orga-nizations. On the 60 Minutes tape I said when you sit in a meetingand say you are going to help poor women, put them in business,and !Jan them money, and they have no collateral or assets, thattends to drain the color from bankers' faces, and foundations andcorporations think it is some service giveaway program, and we doenough of those. So, there is a real lack of understanding. We don't

fit in neat boxes in how we do things.
So, lend your credibility to some local groups to raise money.I think the other is this Government has to put out some chal-lenge money that lends credibility to these organizations.
Ms. MEYERS. Thank you.
Lillian, I think it was you who said you went to the SBA, and theSBA told you to take some classes.
Ms. KEELEY. I said that.
Ms. MEYERS. Are you saying the SBA is prejudiced against

women particularly or--
Ms. KEELEY. I think they are prejudiced against small businesses

right now. Back in the Midwest, we are direct, right? Out of 650businesses we have gotten started, one is SBA out of all of that.Most of them are turned down. We don't go in anymore. We had tolose $2,000 for the points on the loan. We are fifth out in terms ofcollateral on the financing. We have gotten paid back our pointsand everybody else was paid out of this. The business is working,and it is doing great, but we see it as twice as hard as a bank to get
money out of, frankly. Your collateral has to be better.

Ms. LINCOLN. I would like to comment on that.
That is the major problem with SBA. If a company even qualifiesfor the loan, by the time SBA gets the paperwork, the company hasgone out of business. It just takes too long.
I was on a bank board once, and we sometimes couldn't approveSBA loans, because SBA moved too slowly for the bank, and banksare slow enough. I think that is a major problem, there is too much

bureaucracy and too many people passing things off to someoneelse. Nobody wants to assume responsibility for getting thingsthrough all the red tape. So, lots of companies are discouragedfrom going to SBA.
I did not get an SBA loan, but I had some personal money andhad bank financing, but I was thankful I didn't have to go to thembecause of the stories that I had heard about SBA funding.

0-
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Ms. MEYERS. Thank you very much. I really appreciate all of you
being here today, and it has been a very interesting hearing.

Chairman LAFALCE. Thank you. Mr. Slaughter.
Mr. SLAUGHTER. Thank you, Mr. Chairman.
I would like to say to the panelists who have come here, I cer-

tainly join in the appreciation of having you all testify, and I think
the comments you have made have been very interesting and ar-
ticulate. I certainly hope that there will be some progress as a
result of your appearance.

Thank you very much.
Chairman LAFALCE. Ms. Bergen, I thought I saw you about to

make a comment in response to one of the questions and didn't get
a chance. Would y'u like that opportunity now?

Ms. BERGEN. Actually, we were talking about Government con-
tracts, and I think the thing women miss most in bills is really
basic information. The unfortunate part about it, I think, for us as
women, and newly entrepreneurial women over the last 10 or so
years, 20 years, is that we really don't have our network, and if we
had it, the network doesn't have the information either, because
we weren't brought up in that kind of society where the informa-
tion was taught to us from a very early age, so that many of us
miss opportunities within our businesses; whether it is building or
for me making shoes for the Army, there are so many things that
we could all be available for t it could help us expand, enlarge our
businesses, both nationally and internationally, that we aren't even
aware ate there for us. We don't have the input.

We don't know the questions to ask to get the right answers in a
lot of cases, and I think that that, if it was available, certainly for
me, a handbook or something that could be passed out by NAWBO
to women in business that would cover many of the varieties of
business that women are in today and the advantages available to
them, not as a give-away, not as anything but information for them
to know, that could conceivably add to their business, enlarge their
business, make them more important not only for themselves but
economically for the country. It would be a tremendous advantage
to all of us who are striving to build our companies and enlarge
our businesses.

Mrs. MEYERS. Mr. Chairman.
Chairman LAFALCE. Yes, Mrs. Meyers.
Mrs. MEYERS. The thing that surprised me most about the testi-

mony today was: It has seemed to me that some of the problems
that women have had in the past would be resolved just by time,
and yet, I am still hearing the same concerns expressed today that
I heard 10 years ago. Ten years ago I was in the Kansas Senate,
and we were also involved with business and encouraging a good

business climate in the State, and I am hearing the same things
now that I was hearing 10 years ago. I really believe that the

ipolicy council that you are suggesting might be an excellent idea.

Sooner cr later we have to make another giant step forward so that
10 years from now we won't be sitting here raying it is very diffi-
cult for women to get credit.

Chairman LAFALCE. Ms. Rudd, in your testimony you suggested

that it was necessary to obtain better information. I forget exactly
where you said it or how you said it, but, clearly, one of your points
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was that we had inadequate data with respect to women-ownedbusinesses, correct?
Ms. RUDD. I think it was in the national strategic planning area.As a marketing firm, I do not go out and sell a client's product if Idon't know what they have, what resources they have to fulfill allthose things. We do not know whet resources our country has interms of our service sector, in terms of what women entrepreneursare doing. We need to marshal our statistics together so we can goforward from there.
Chairman LAFALcz. It would be helpful for me if, subsequent tothese hearings, you could attempt to outline the type of data youthink would be helpful. In other words, if we are complainingabout lack of data, fine. If we want to charge some governmentalentity or entities with responsibility for developing this data, whatcharge should we give them? What is the data, and is the data justfor the sake of data or is it data that could be useful in some way?That is really the only purpose of collecting data, because, at least,at some point in time we envision its being useful, otherwise itwould be a wasteful exercise.
So, if you could help us in that eile.c.c.ivor, we might be able to putsomething in some bill which mandates some data collection withrespect to women-owned businesses or SIC csaes, et cetera. So, let'stry to flesh that out.
Ms. RUDD. We would be happy to do that, because we can't makeeconomic policy if we don't have it.
Chairman LAFALCE. I am just going to toss a threshold questionat you that I don't think has been asked of you, or of other organi-zations, or groups that we attempt to help, and it has nothing to dowith gender. Are we simply attempting to destroy whatever dis-criminatory barriers exist, however subtle they may be? Clearly, itseems to me, all people of good will should want to do that andstrive to do that. Or are we going beyond that? If we are goingbeyond that, why are we going beyond that? Are we saying even ifthere were no barriers we ought to be promoting a certain percent-age of Government contracts for women business owners or a cer-tain percentage of SBA loans for women business owners? Are wereally, in the back of our mind, thinking at some point in time of'oats for women business owners as a percentage of the participa-tion with the economic workforce?
Ms. RUDD. I think what we are boob ng for is an open system sothat we can come in by merit so that the information process ispart of that. We want to know what contracts and procurement areopen so we can bid for them. That is an ideal situation. We mayhave to take steps to get there.
President Carter was the last one who put in an executive orderfor goals in the agencies. We have had a kind of sleeping period for10 years now. But our long-term goal is to use the Government

dollar well and to get all businesses that have merit to get thosecontracts to get to them.
Now, how we can, for instance, find our way through the maze ofprocurement contracting to get to that, we would like to do a modelprogram and see if we can do s. mething along that line, but ourlong-term goal is to get the whole system opened up for us, for ev-erybody, I should say.

r"e
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Chairman LAFALCE. It should be. The reason I asked that ques-
tion is because there is so much confusion so often about what the
goals of legislation are. For example, take minority programs. Do
we create minority programs for blacks, and Hispanics, and other
people defined as minorities to establish the owners of businesses
as beneficiaries, or do we anticipate that the people working for mi-
nority-owned businesses will also be minorities? Is it our primary
purpose to create jobs for minorities independently of who the busi-
ness owners are?

Then, of course, who are minorities? That one of the reasons I
wanted to pursue what the goals of assisting women business
owners should be. Because, as you know, or perhaps don't, there
was a recent law that passed in this Congress, Janusz", 1987, the
Surface Transportation Act, which, for purposes of Government
contracts, included women as minorities within the set-aside pro-
gram. Women business owners have obtained an unusually high
percentage, I am advised, of the contracts under the minority set-
aside program. Some would say this is good, some would say it is
depriving other minorities or true minorities. Women are not true
minorities some people would argue. It is a controversial issue, and
there is no sense avoiding it.

Anybody have any comments they would like to make on that?
Ms. RUDD. I have a comment. I am never at a loss for words.
Chairman LAFALCE. Sure.
Ms. RUDD. Our true goal is to open the system, and we don't

want to get involved in special interest fights. It doesn't do any-
body any good. Our concern is that America is at an economic cross
roads, and we are having problems right now. I think within the
women business owner community, we have boot-strapped what
might be called our initial 8(a) program we have done for ourselves.
Now we want the system opened up so we can get more of the mar-
ketplace and get some more of the dollars, so that we are totally
focused on expanding the whole system for entrepreneurial busi-
nesses, because that is what the country needs.

Ms. LINCOLN. Could I comment on that?
Chairman LAFALCE. Surely.
Ms. LINCOLN. Ideally, our system would be so there would have

to be no special programs, that the system is open enough that ev-
erybody can compete. I know about the argument between the set-
asides for minorities and women as minorities. Which side do I fall
on? I fall on both.

But it seems to me the big argument is that this is the pie, and
this is all of the pie there is, so we slice it into smaller slices, and

at is where a lot of the argument comes in. I agi that, ideally,
we would not have to have any set-aside programs, out there are a
number of barriers that Congress can work on so that access is
there for any business that wants to participate in the free econom-
ic system.

Chairman LAFALCE. Good. Ms. Bergen.
Ms. BERGEN. I think that all of us agree that as we, I think, have

said, are really not looking for special assistance. We are not look-
ing for a give-away. We really want to be able to compete on an
equal basis in an open marketplace and bid as everyone else does,
and if our bid is the best, we get the job.

0
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Unfortunately, we don't know what the job is, so we can't place
the bid. That is where we have a problem in the marketplace. It is
simply a case of wanting to have the same opportunity as everyoneelse to try to get the job. If we lose it, we lose it, because we
weren't good enough, or our bid wasn't low enough. But right nowit is the initial opportunity that is the step we are in many cases
missing, because we don't know what it is.

Chairman LAFALCE. Thank you.
Well, if there are no further comments, I want to thank all of

you for an excellent presentation in the opening hearing of whatwill be a series of hearings on the problems and opportunities of
women business owners. You have given us an excellent departurepoint for that. I thank you very much.

The committee is adjourned.
[Whereupon, at 12:10 p.m., the committee was adjourned, subjectto the call of the Chair.]
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NEW ECONOMIC REALITIES: THE ROLE OF
WOMEN ENTREPRENEURS

WEDNESDAY, APRIL 27, 1988

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to notice, at 9:10 a.m., in room2359-A, Rayburn House Office Building, Hon. John J. LaFalce,

(chairman of the committee) presiding.
Present: Chairman LaFalce; Representatives Sisisky, Hayes, Lan-caster, and Price.
Chairman LAFALCE. The Small Business Committee will come toorder.
This is the second in our series of hearings addr -3sing issues that

affect women business owners. Yesterday we heard from a panel ofwitnesses representing a broad range of business activities in which
these women had achieved distinction.

Today, we will continue to review the considerable accomplish-
ments of capable entrepreneurs who just happen to be women. We
will also focus on the persisting difficulties facing women who tryto gain entry to the Federal marketplace.

The committee has received numerous complaints that womenare virtually shut out from Government contracting activities. In
1979, women-owned small business received .22 percent of all con-tract dollars awarded by the Federal Government. Ten years rater,
women-owned business has become the fastest growing segment of
our economy. Yet women still receive less than 1 percent of theprocurement dollar.

I am also happy to report that we will receive the findings of a
major new study, as announced at yesterday's hearing, on the stateof women business owners around the country, a survey of State
and local programs for women business owners.

I appreciate the willingness of these witnesses to appear beforethis committee to relate their concerns, and I am confident that we
will benefit from their testimony.

I would now like to call the witnesses to the table. From right to
left, Ms. Charlotte Taylor, president of Venture Concepts; Ms. Mar-
garet S. Hansson, president of the M.S. Hansson, Inc., and chair-
person of Pure Cycle, Inc.; Ms. Phyllis Hill Slater, president of HillSlater Engineering of Long Island, NY; Ms. Carey I. Stacy, ownerof Dia Logos International Corp., and coowner of Globex, Inc. of Ra-
leigh, NC; and Ms. Mildred A. Green, president of Accounting Data
Systems, Inc. of Caro, MI.
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The ranking minority member of the committee would like very
much to be here, but unfortunately cannot, and he has asked me to
put his statement in the record at this point in time. Without ob-
jection, so ordered.

[Mr. McDade's statement may be found in the appendix.]
Chairman LAFALCE. I also have a prepared statement that has

been submitted by a leader in the fight for women business owners
and women on all issues, Congresswoman Patricia Schroeder. With-
out objection, I would now like to put in the statement of Ms.
Schroeder.

Without objection, so ordered.
[Ms. Schroeder's statement may be found in the appendix.]
Chairman LAFALCE. Does any member of the panel have any

statement that they would like to make before we begin?
Mr. LANCASTER. Only on behalf of Congressman Price and myself

to welcome a North Carolina woman to today's panel. Mr. Price
will be here shortly. Unfortunately, I may have to leave before sh,..
testifies. But we do welcome Ms. Stacy to the panel, and look for-
ward to the testimony of all of today's witnesses. I know that it will
be equally as interesting, helpful, and enlightening as yesterday's
panel was. Thank you, Mr. Chairman.

Chairman LAFALCE. Do you have to leave relatively early?
Mr. LANCASTER. I do, Mr. Chairman.
Chairman LAFALCE. Well, our first witness then will be Ms.

Carey Stacy.
Mr. LANCASTER. Mr. Chairman, you might want to wait until her

Congressman gets here, because he is on his way.
Chairman LAFALCE. Then we will wait a little bit. Why do we

not go from left to right.
Ms. Green, would you like to go first?
Ms. GREEN. Thank you.

TESTIMONY OF MILDRED A. GREEN, PRESIDENT, ACCOUNTING
DATA SYSTEMS, INC., CARO, MI

Ms. GREEN. Mr. Chairman and esteemed members of the House
Small Business Committee, I want to thank you for the opportunity
to share a few of my achievements and challenges as a woman
business owner in the Government procu. ement market.

I am president, chief executive officer, chair of the board, and
major stockholder for Accounting Data Systems, which is a full sys-
tems house for computerization. My target market is the Govern-
ment. I would like to have that be a larger market than it is right
now. But last year, we did $2.5 million in goods and services for the
States of Michigan and Tennessee, as well as for the Federal Gov-
ernment.

As a woman who started four businesses in the State of Michi-
gan, I can say that Michigan has been an excellent place to start a
business. I think that is truer in the last 5 years than it was prior
to that, because now there is an Office of Women Business Owners
Services which is sponsored by the Department of Commerce to
help women-owned businesses, to help us see the road, end find the
way.

3 (1
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I still believe that perseverance, openness, and a niche in the
market is what makes any business successful, but particularly
women-owned businesses.

All four of the businesses that I started were started with less
than $10,000 in capital and these were from my personal savings.
The way that I obtained my abilities as far as bidding on Govern-
ment contracts is concerned is that I worked for a bridge contrac-
tor who bid on bridges in five States, and I think that I helped to
make his business very successful. I took that into my own busi-
ness.

The four businesses that I have started are a piano school, a
retail bridal apparel shop, two intermediate care facility homes for
developmentally disabled adults, and an accounting service bureau
for nonprofit corporations which subsequently became Accounting
Data Systems, Inc. [ADS].

We are right now in the process of moving into manufacturing of
computers as well as manufacturing of software and franchising
my business.

All of the contracts that ADS won and has maintained to this
present date were awarded in an open market with no set-asides,
no incentives, or any other type of equal opportunity access pro-
grams to procurement.

I do appreciate the fact that there is a new 5-percent access to
procurement offered by the Federal Department of Defense. Some
States, such as Michigan, currently offer set-asides to women-
owned businesses. However, these are discretionary funds, and
sometimes do not provide access on encouragement to procurement
opportunities. Usually, the contracts for women-owned small busi-
nesses are awarded after the award, not prior to it.

The Office of Women Business Owner Services was started in
1983, about the same time that I started my business. It has been a
great encouragement to me.

My 5-year old company's expansion into the manufacturing and
franchising environments is significant, because it means that we
have struggled and won against all of the odds and against all of
those who said that it could not be done.

When I started Accounting Data Systems, 5 years ago, I was
ashamed to be a woman-owned businesF. When I decided to at-
tempt to sell products and services a, the State level, I walked
around in the purchasing office in Michigan, in Lansing, until 20
minutes before closing time before I got up the courage to go in
and tell them I wanted to sell goods and services to the State of
Michigan.

An Office of Business Owners Services is urgently needed at the
Federal level and in each one of the States to encourage the fastest
growing segment of our Nation's economy.

Some of the successes that I would mention to you is that I have
two multi-million dollar contracts with the State of Michigan, one
with the Department of Mental Health, and cne with the Depart-
ment of Corrections, and I have several other small contracts. I
have two multi-million dollar Federal contracts right now, one with
the TVA and one with the Federal Trade Commission.

:43
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I am in the process of finding, and I heard this morning that we
are a little closer to being successful on two GSA schedules, and I
am very excited about that.

It is my firm belief that local, State, and Federal Government
agencies should be thought of as any other customer, and that is,
that we give the very best quality that we can to those people.

However, I do have a couple of horror stories, and I would like to
share one with you this morning. After our first Federal contract
was working smoothly, Accounting Data Systems received an op-
portunity to bid on a second one, and it was a bid for 180 to 360 PC
computer expansion boards. After the preaward evaluation step
was completed on that bid, we contacted the distributor and asked
him to then prepare to start providing this product to our custom-
er.

What we found out was that the manufacturer had also bid on
this contract in competition with the people that he Lad given
prices to, and was nova removing and changing his pricing to us.

Number one, he said that we had to provide chips on the boards
ourselves. I subsequently looked into Japan and tried to retain
chips. At that point, and this was approximately 1 year ago, sanc-
tions were going to be put on Japanese imports, particularly com-
puter products. Sometime later, I would tell you my fish and chip
story.

Because I believed that the manufacturer's access to information,
and I subsequently found also that the manufacturer had commu-
nicated with the buyer on this and that he knew not only my pric-
ing but the pricing of the other people who were bidding, and, in
addition to that, he was now raising his price on the products that
he was going to sell to me.

When I questioned him on this, he said that he was the only
manufacturer and that I had no choice, that I would have to buy
from him. At that point, I said I do not think so.

I subsequently planned for a prototype, and did call the buyer
and told the buyer and his supervisor that we would manufacture
the same board subsequently, and that it would either meet or
exceed the specifications, and that we would produce it within the
allotted amount of time.

I thought that would answer the problem. The supervisor said
that I should list my protest in writing. I did do that, and the bid
was withdrawn.

My problem with this is that I lost money, because it cost a lot to
prepare the bid, it cost me a lot of money to find the chips, and it
cost a lot to manufacture the prototype. Now, everyone knew my
pricing. The manufacturer subsequently came in, and rebid it
under my cost, and because he had only paid 50 cents apiece for
those chips while I had to pay $2.50 for them, and those chips
today are $12 each. At that time, I did not know, and no one had
told me that I could go back to that department and ask for a re-
dress on my costs.

There is a need for change. The current procedures are discpur-
aging small businesses, much less women-owned small busine'sses,
from entering the procurement market. When I talk to other
women-owned businesses, encouraging them to be dealers for my
company for our products, they look at me with skepticism and
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say, "Why, with all of the struggles that you have had in the last 5
years and just barely survived many times, why should we wantto?"

When the Federal Government indicates publicly that it will
place a sanction on products, it invites manufacturers and distribu-
tors to stockpile and raise prices beyond reasonable markets, andWBO's, women business owners, just do not have the inside track
to get ahead of this game.

This is especially harmful and discouraging to women-owned
businesses. I have struggled and won the right to provide quality
goods and services on some proportionately small Federal con-tracts. I know and believe that there are women-owned businesses
who are interested in doing the same.

Since I believe that it is in the best interest of the Nation's econ-
omy to support the courageous efforts of women small businesses, I
would like to make the following recommendations, and these aremy opinions solely.

I would like to recommend that there be commissioned a Federal
study to determine what percentage of American businesses are
women-owned small businesses. Some informal statistics today
show that is approximately 46 percent.

Second, what percentage of new jobs these businesses would pro-
vide. Those same informal statistics say four out of five.

Third, what dollar amounts of revenue are currently being gen-
erated by women-owned businesses in contributing to the American
economy. Those same informal statistics today say $250 billion inrevenues.

The second thing that I would like to recommend is a federally
mandated 10-percent access to procurement for women-owned
small businesses or ...11 contracts involving Federal moneys, andthat this be certified at a Federal level, and monitored by a Women
Business Owners Services in each State.

There is a model certification process right now in the Michigan
Department of Civil Rights, and also the city of Philadelphia. It is
a very stringent process, I might also say.

The last thing that I would like to recommend is that there be afederally mandated waiver for women-owned small businesses to
allow contract prices to increase according to increases for products
listed on contracts, and that is when the price increase is directly
attributable to any Federal or State sanctions or legislation causing
that increase.

Thank you very much for the opportunity.
[Ms. Green's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much for your testimony,

Ms. Green. I tend to agree with your recommendation for a study. I
have some serious qualms about any 10-percent set-aside, or a fed-
erally mandated certification procedure, or a federally mandated
waiver for women-owned small businesses. We want to remove all
barriers and all obstacles, and any form of discrimination however
subtle, and we want to have affirmative outreach and affirmative
action. But those initiatives would go way beyond that. I would
have to be convinced of that.

We see Congressman Price here. I was about to call upon the
representative from the State of North Carolina to testify.

4'1) .-1
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Ms. Stacy, before I do, Congressman Price, do you have any state-
ment that you wish to make?

Mr. PRICE. I would like to welcome Ms. Stacy to the hearing. I
appreciate her participation, and I look forward to her testimony.
Her business is an exciting one and crucial to our country's inter-
national competition and ability to break into new markets.

Chairman LAFALCE. All right. ThaAk you.
Ms. Stacy.

TESTIMONY OF CAREY I. STACY, OWNER, DIALOGOS INTERNA-
TIONAL, CORP.. AND COOWNER, GLOBEX, INC., RALEIGH, NC

MS. STACY. Thank you.
Mr. Chairman and members of the committee, I am Carey Stacy,

and I am from Raleigh, NC. I appreciate not only the opportunity
of being here, but seeing two people from my State sitting on this
committee. I am much encouraged by this.

Chairman LAFALCE. You are very, very well represented, by the
way.

Ms. STACY. T. am assured of that.
Mr. LANCASTER. We are neighbors, also.
Ms. STACY. I am the owner of Dia Logos International. People ask

me what it is, and I can only say that it is an international lan-
guage enterprise.

I started out 11 years ago, dissatisfied with the university that I
was teaching. I tried to work through the system, and I wanted
them to put in a more practical language learning track. Not to do
away with the great books and the great literature of the world,
but to put in an alternative for people who needed to carry on con-
versations with their neighbors across the world in foreign lan-
guages.

I was unable to accomplish that through the system. So, like so
many business people, or like so many people, I said I will make a
business out of it. I opened my doors, and said you all come, and
they did 11 years ago.

Dia Logos now has grown to where we provide for language train-
ing. We provide translations, interpreting, cross-ct Rural training.
We have the joy of being the first instance in the United States
whereby a public school system has contracted out teaching hours
to a business.

This is significant to us not only because of business, but because
of what it is doing for our country in terms of making it more com-
petitive in international trade.

Our teachers teach beginning in kindergarten through the
twelfth grade in the magnet schools in White County, NC. They
teach not only Spanish, French, German, and Italian, as you might
expect, but they also teach Chinese and Japanese. We have the
contract already signed for next year, and we are looking to adding
probably Russian and Arabic.

If we are going to compete in the international world, we have to
be able to speak the language. The most important language in the
world is always the language of your client. That is what we want
our Nation to be able to speak.
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I do not appear here before you to lament the inequities which
women in business and women business owners so often suffer. Youknow in your hearts that those inequities exist, or we would not be
here today, and you would not be listening to us.I am confident that you are aware of that, and that you areworking on programs and possibilities for redressing those wrongs.I lament, however, the loss to the country of the talents, the skills,and the vision of a significant sector of our population.

I believe that the vision, the talents, and the skills of all of oursmall businesses needs to be harnessed for this country to prosper,especially in international trade.
I ask you for increased opportunities. I have some difficulty inasking for special programs for women alone. I want to see pro-

grams where all of us have the equal opportunities, and then wesurvive if we are competent. If we do not, then, like everyone else,
we drop by the wayside.

When I opened Dia Logos in 1977, I was told by everybody that a
foreign language center had no possibility of surviving. Sometimes,
I am a little irreverent, and I said, "But I only have this competi-
tion, Duke University, the University of North Carolina, and NorthCarolina State."

I really did not mean it as it sounded. What I really meant wasthat we are doing different things, and we are doing them differ-ently, and there is room for all of us, and there is a need, there is agrowing need.
But this was in Chapel Hill, NC in 1977. We have found 5 yearslater, that North Carolina has indeed come into the international

arena. It has consistently been listed in the to two or three Statesin the country in terms of foreign investments. Three additional
language enterprises have begun there. The universities proudly
proclaim their international language offerings.

American Airlines will next month begin international flightsout of the Raleigh-Durham Airport, and a world trade center isunder discussion.
I am simply saying that this was a vision, that it has come to

pass, and we need to nurture small businesses and businessescoming along that are going to be there and be ready when other
people have not seen what was happening.

It is not only women who have this vision, and it is not only
small business people. But whoever has it should be encouraged,
and it should be nurtured as we move along.

In 1985, I was selected as one of 13 delegates nationwide to go onthe all female trade mission. It was the first all services trade mis-
sion ever to go out from this country.

Now, I ask you, what is a foreign language enterprise going tosell in Europe? I did not know, but I was willing to take thatchance and to rely upon my own ingenuity and say if I can go andif I can be selected to go, I can find some way to sell. I was the first
person to sign a contract., the first person to get paid, and my con-tract is continuing.

What happened? I found information there. The information wasthat the common market is absorbing almost all of the professional
translators and interpreters that Europe is producing. Therefore,
they were delighted to find that they could FAX materials to me in
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North Carolina, have half the turn-around time at about three-
quarters of the cost that they would have there.

So, today, I have the majority of my work, I would say, coming
from outside of this country. That is good and that is bad. That is
good for my business, but it certainly does not say anything posi-
tive about the way that we do international business.

Europeans know that if they are going to succeed in internation-
al trade that they need to put it in the other man's language.
Americans still believe that anywhere in the world if you really
want to do business with us, that they ought to speak English. It is
not true. We must take steps to correct that.

After the 1985 trade mission, I was asked by the National Asso-
ciation of Women Business Owners to organize and take out the
next trade mission. I did so.

Let me first say that the whole idea of taking out trade missions
for women came from two women in the National Association of
Women Business Owners, Tommy Tarsell of Baltimore, MD, and
Janel Landon of Chicago.

They had the idea that we should be able to do something that is
good and productive for individual businesses within our member-
ship, but that at the same time did something positive for our
country.

The idea is very simply that small businesses need to get into
export, if this country is going to regain first place in international
trade. We do not enjoy first place. I do not enjoy going out through-
out the world and hearing people snicker at the made in USA
label.

Many years ago, we snickered at made in Taiwan or made in
Japan. It hurts now to go throughout the world and to hear those
same tones of derision on made in USA.

We need to use the talent of all segments of our population, our
business population, to succeed in international trade for the
United States of America.

Back to the trade missions. I organized a trade mission to go to
Japan in 1986. This trade mission, like the first one, was under the
auspices of the National Association of Women Business Owners
with great cooperation and great support from the U.S. Depart-
ment of Commerce and the U.S. Small Business Administration.

One of the ways that we differed from other trade missions going
out was we did our homework, and we found that it paid off. In
deciding where to go, we researched a number of different coun-
tries. We tried to find out what products and services that they
were likely to buy. Then, because we have a wide range of services
without our organization, we tried to solicit participation in compa-
nies that we felt were strong enough to truly market international-
ly.

We chose health care services. We wanted to focus upon services,
because we think that offers the new opportunity in international
trade for the United States. We sent a list over to the overseas post
in Japan, and we asked them to give us the benefit of their knowl-
edge of what would be marketable there. They sent back to us that
yes; that health care services would be great.

Chairman LAFALCE. Ms. Stacy, I would ask you to attempt to
summarize your remarks in about 2 minutes or so.

40
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Ms. STACY. I will; yes. We went to Japan, and we found that
health care services indeed was a market. But when we got there,
they told us that the things that we were bringing were not the
things that they had meant by health care services. We meant seri-
ous health care services, and they meant things like physical fit-ness and diet.

We did do some research, some extra research, and when we got
there, we were well received. The. Japanese told us that they pre-ferred doing business with us, because we had done our homework.
Our homework meaning that we put all of these women through a
training course prior to going. They each spoke a little bit of Japa-
nese. They knew the business customs, and they knew the culture.They were told that yes, indeed; the Japanese like doing business.

Some of the signed contracts led later to contracts. The headlinesin the newspapers were, "The American Women Businessmen Are
Coming."

After our trade mission, the U.S. Department of Commerce said
they had learned a lot of things about the health care industry in
Japan that they did not know before, and they are now putting to-gether a health care services mission.

On the heels of that, we hosted a number of buying missions
coming back; people we had met in Japan who decided, yes; thatthey would come, and they wouN try to buy from United States.
One of those missions came to Nei'_.11 Carolina only 4 months after
our trade mission.

I simply want to say that as I see the problem, the problem is
fiat business as usual in international trade is not doing us anygood. There is nothing to lose and everything to gain by allowing
new perspectives.

I would ask you to work together with groups such as NAWBOand other international groups to help open opportunities for not
only women, but for small business to get into international trade.
International trade is the new frontier. There are new prospectives
out there, and we are willing to help.

Thank you so much for the time.
[Ms. Stacy's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Stacy.
And now the person from the State of New York, Ms. PhyllisHill Slater.

TESTIMONY OF PHYLLIS HILL , LATER, PRESIDENT, HILL
SLATER, INC. [HSI], LYNBROOK, NY

Ms. SLATER. Thank you. Good morning Congressman LaFalce,
and distinguished members of the Small Business Committee,
ladies and gentlemen.

My name is Phyllis Hill Slater, and I am principal of Hill, Jen-
kins, Gaudy Associates, Engineer and Architects, and president ofHill Slater, Inc., an engineering and architectural support fr rm.Both firms are located in Lynbrook, NY on Long Island.

Hill, Jenkins & Gaudy Associates is a 100-percent minority-
owned- and operated-firm. My father, Philbert D. Hill, and two
other pioneering black men started HJG in 1969. Since its incep-
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tion, HJG has maintained a diverse engineering and architectural
practice.

Hill Slater, Inc. is 100 - percent women/minority-owned firm of
which I am the president and sole owner. Since 1984, Hill Slater,
Inc. has served the architectural and engineering community and
related enterprises.

I am presently the president of the National Association of
Women Business Owners, the Long Island Chapter. We are 2 years
young and 85 members strong We also have a mailing list of over
500 women business owner .; on Long Island.

I am also a member of the National Society of Professional Engi-
neers, and I sit on the National Minority Business Council. I was a
delegate to the White House Conference on Small Business it 1980
and in 1986. I was also a delegate to the New York State Confer-
ence on Small Business in 1982.

I also participate in a program, a role model program for the 100
black women of New York where I have engineering students
coming to my office twice a year from Spellman in Atlanta, and
from City College in Manhattan. They come to the office. They are
usually in their third or fourth year, aid we show them just what
we do, and try to interest them in coming into electrical engineer-
ing, mechanical engineering, lighting, power and design type of en-
gineering as opposed to electronics communications

I shall attempt to outline some of the pros and cons that I have
encountered as a hawk woman business owner. For 8 of the past 19

years, HJG has been involved with MBE/WBE/DBE processing.
Certification as a minority firm seems to come after producing all
sorts of information, just short of a blood test.

Up until 8 years ago most of our work came from referrals given
by other black minority architects and/or engineers. If we received
work from the Government, be it Federal, State, or local, then the
work was 9 times out of 10 in a minority neighborhood and consist-
ed of mossy rehabilitation; very seldom new construction.

Since MBE goals have been established, our services are now
being solicited by majority engineering and architectural firms for
10 to 25 percent of their intended contract.

Some of the problems I have faced as a result of this process are:
We have been overlooked by the soliciting agencies for prime con-
tracts. In some cases we have even been removed from the regular
list of engineers and architects and placed on the minority lists.
We therefore receive this information and notices directed only to
minority firms.

This is what I consider being "black listed." We are not consid-
ered as capable as majority firms, even though our architects and
engineers went to the same schools, took the same licensing tests.
We are not exempt from the State licensing procedures because we
are minorities, and livewise do not take a different or easier ver-
sion of the test.

A popular misconception among Government agencies and busi-
nesses in the private sector is that minorities enjoy a position of
privilege and are making truckloads of money. As a result of this,
there are many businesses posing as minority owned and operated,
so-called fronts, trying to get on what they perceive to he the
MBE/WBE type gravy train. What minority business detractors
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fail to realize is that not only do we have to be certified as a minor-ity or a woman business owner, but we also must be capable of
seeing a contract through its completion.

The term "Disadvantaged Business Enterprise," DBE, does notenhance the professional standing of a licensed professional firm orany other business for that matter.
Also, there is a ceiling placed on the amount of money a compa-

ny may earn. When the firm reaches said amount, they are nolonger eligible for the MBE/WBE/DEB program under the U.S.Transportation Regulation 49.
As a result of disqualifications, there are now firms facing cash-flow problems, subsequent reductions of staff, or even closing theirdoors and taking down their shingles. Let us keep in mind thatwomen hire other women; minorities hire other minorities; so,these layoffs are hitting an already economically depressed sectorof society.
We have subcontracted some of the largest engineer and archi-

tectural firms in the country. However, if we are not providing orsatisfying a goal, they do not call us back. We have only had two
cases where these firms have called us back to do repeat work.They have called us back to do repeat work, but only two firmshave ever called us back to do work when there were no goals in-volved. I feel I should mention those firms, because one of themdoes a lot of work nationally and internationally, and that's Voll-mer Associates, and the other one was a woman-owned architectur-al firm by the name of DiGeronimo Architects in New Jersey. Theyhave called us to do work only because they were pleased with thework we had done before for them. It had nothing to do with goals.I believe that so long as discrimination exists against minoritiesand women that there will be a need for affirmative action pro-grams. I feel very strongly that this program may only be disband-ed once this Nation truly becomes a melting pot where neither racenor sex is a determining factor for success.

My other point is about women make being thrown into the potof minorities.
Women make up the majority of the population, and, therefore,

women should not be considered a minority group.
Minorities and women business enterprises should be kept n.sseparate entities. with separate goals to be outlined in each t,on-tract and/or a statement of intent for each agency's goals.Women business owners are discriminated against in a way thatis unique to women. Their inclusion in affirmative action agendaslends credence to the need for special consideration on their behalf.Minority business owners are discriminated in a way that is uniqueto minorities.
Let us keep in mind that given a choice, this is my opinion, amajority firm would choose to subcontract to a nonminority womenrather than select a minority woman. Also, if the course waswomen versus minority, the majority prime contractor would be in-cluded to choose a women business enterprise.
The other concern I have is prompt payment and ensuing rightsfor subcontractors is a major ca use of contention.
As a subcontractor under the MBE /WBE, process, we have to bequalified, certified, and follow the same rules and regulations. Ex-
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ample: I even carry the same amount of insurance that my prime
does, as set forth in the governing agency.

In this situation, our contract is with the prime and not with the
agency. Therefore, we are at the mercy of the prime and can only
hope that they submit our invoices on time and pay us in a timely
fashion. Timely payments are the greatest problem. We are left to
act as the banker for the prime and/or the agency waiting 30, 60,
90, or 120 days for payment.

The subcontractor should be notified when payment has been
made to the prime. I should have the right to know whether or not
the prime has been paid. Better yet, the agency should make pay-
ments directly to the subcontractor as well as to the prime, rather
than leaving the subcontractor to fight for their approved pay-
ments for services rendered.

I thank you for the opportunity to be heard.
[Ms. Slater's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Slater.
Before we continue with our next witness, two things. I notice

that we have in attendance now, Governor of the Federal Reserve
Board, Ms. Martha Segar. Martha, I want to thank you for coming
here. I hope you will be coming to testify before us at some point in
the future on these issues.

Ms. SEGAR. Thank you.
Chairmar. LAFALCE. Do you accept? OK, great.
I know that Congressman David Price has some questions he

would like to ask, and I also know he has a commitment where he
was supposed to have been a short while ago. So, I am going to ask
Congressman Price if he would like to ask some questions right
now, and then we will go back to the panelists.

Mr. PRICE. Thank you, Mr. Chairman. I appreciate the chance to
break in here and ask a couple of questions. I apologize to the re-
maining witnesses that I do have to leave, but 1 very much appreci-
ate the testimony that we have heard already.

The chairman took the Small Business Committee to North Caro-
lina last year, and we had extensive hearings on procurers. ent mat-
ters. The question we took to those hearings was a very simple one.
It was focused on North Carolina, of course, but the same question
could have been raised in a number of areas of the country, and
that is, with a substantial Federal presence and a substantial mili-
tary presence, why was it that local businesses, small businesses,
minority businesse3 were getting such a small share of the procure-
ment dollar?

We were partially able to answer that question, and we have
seen some improvement in the ensuing months. For example, a
couple of our major Federal agencies have stepped up their out-
reach programs, have held iv,-.1- shops, have brought in, I'm told,
well over 200 firms, and have ade an increased effort to let firms
know what they need to do to c. (vete.

Of course, we need to dc a gr,at deal more along these lines. We
need voluntary efforts or the part of these agencies. We also need,
I think, more activity on the part of the Small Business Adminis-
tration and other agencies.
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Ms. Green e.nd Ms. Slater, your testimony sheds further light on
this problem, and I would like to turn to Ms. Stacy, and ask her to
comment on the problem as well.

Your testimony did not deal with procurement except in passing,
but I wonder if you could shed some light on that subject since it
has been raised by the other witnesses. Of course, you have had
some experience in dealing with the Government, and perhaps alsowith the military. I wonder if you could elaborate your testimony
along these lines.

Ms. STACY. Thank you; yes.
Number one, I did not have any horror stories, not because I did

not have any, but because I do not remember them. I have been toobusy out there trying to go on from one step to the next. There
were some horror stories.

In terms of procurement, I have found that for the most part it is
lip service. When you have all of these conferences, which we have
in North Carolina, and they have throughout the country, people
really want to open the doors and to help us know how to work
through the process.

The simple truth is, they do not know themselves how to do it.
That has been my experience. I do not go to any of those procure-ment conferences any more because I have heard most of those sto-
ries. I have heard most of how you go through things. I tried to go
through some, and I found in my particular business what happensis that a large company, who may not even be in the business of
translations, will go out a 'ter a Government contract at a lowerprice and use that as a loss leader to obtain other contracts. So, I
found that it has not been that worthwhile.

I wish it were. I wish that I felt encouraged and felt like going to
some of these opportunities that are provided for us.

Mr. PRICE. You have experienced that kind of competition from
larger firms that have underpriced their services, you feel, so asto--

Ms. STACY. Yes, indeed. They do it under what it costs them, andthey use that because they are not even in the business, and they
subcontract it out to someone else. They take that loss - becausethey know that they can get in for other areas of business con-
tracts.

Mr. PRICE. Well, does this experience lead you to any sense ofwhat ought to be done or what might be changed?
Are there flaws in the way the procurement process is carriedout?
Ms. STACY. I cannot suggest changes there. I would certainly be

happy to t link about it, and with your permission send some infor-
mation in to you.

I have been away from that for a considerable amount of time,
because I did not find it worthwhile, and, frankly, it was taking too
much of my time to run after all of these programs that never pro-
duced any results.

Mr. PRICE. Ms. Green, I notice you are nodding your head. Do
you have something to add?

Ms. GREEN. Do I need this microphone?
OK, I guess the one thing that I would address that Carey is

talking about is that conference, after conference, after conference
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is given, and it is all philosophy. What I am offering to the dealers
who want to work with accounting data systems is the hands on,
walk out the door, you have the certification in your hands, and
that is the reason I am franchising my business, because it is not
available out there right now.

The only problem that I run into with it as far as talking women
into doing this is that they take one look at everything that has
happened to me, and most of them know about it, and say why
would I want to do this, and that is the reason why I suggested
some kind of incentives.

I think some type of good faith opportunity for women-owned
businesses to give them a little incentive to get in. It is like any
other waterwhen you get in, it is not that cold.

It is a matter of providing good quality goods and services. It
cannot be a front situation, and I do not think there is that much
of that out there. I really believe that the women who are in this
area are in it because they have the tenacity to stick to it, and be-
cause they have quality goods and services, and they go on just as
Phyllis Slater just told you. In order to stay, you might get one con-
tract that way. But in order to stay in the business, you have to
deliver quality goods and services.

What happens with the larger manufacturers is ;ust what hap-
pened to me with that manufacturer that I told youwell, maybe
you were not here to hear that, but the manufacturer who came in
and bid under my cost, and took a contract away from me. After
the fact, there was no way that I couldbecause he already had
thewell, obviously having a Government, a Federal Government
contract gives you a lot of credibility.

Mr. PRICE. This was after the process had been reopened.
Ms. GREEN. That is right.
Mr. PRICE. Yes.
Ms. GREEN. So, once his product was in there, this is now en-

dorsed by, or used by, or given by the Federal Government, and so,
we did not go on and produce that board. There was no point in it.

Mr. SISISKY. Will the gentleman yield for a moment?
Mr. PRICE. Yes; certainly.
Mr. SISISKY. Did any of you deal with the advocates of these

agencies like the military? I know the military, in particular, have
advocates for small business. The Army has a one-star general that
is just assigned to get small business involved. I know the Navy has
a department to do that.

Were any of you involved with the advocates in these agencies?
Ms. GREEN. I guess the only thing that I would tell you is that

the only agency thatthe only department, the only person that
has ever been of any help to me was the Office of Women Business
Services in Michigan. Even in other States where I have contacted
and found out that they had some people who werewell, I will
tell you one example.

I was trying to help a lady in Tennessee to become involved with
the Department of Transportation. We went into an agency to talk
to the people and saw a sign on the door that said Women Business
Services. We went down the hall trying to find this person, and fi-
nally talked to a lady who was there, and she said, "Where did you
see this sign?"
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We said, "Down the hall."
She said, "Oh, that's me."
Mr. PRICE. My time is limited. I would like to pursue this. I amsure it will be pursued later in the hearing. I do have just one fur-ther question with a slightly different focus.
Ms. Stacy, you refer to various trade missions that you have as-sisted with, and you refer, in passing, to a trade mission of Japa-nese buyers who came to Nora-. Carolina in 1986, specifically to

search out products for import to Japan.
You do not elaborate on how that mission went or what the pur-poses were. Can you elaborate on that for the benefit of the com-

mitteewhat form the Commission took and the role you wereatle to play?
Ms. STACY. Yes; I organized the entire trade mission on this side.I organized their meetings with Government officials in NorthCarolina, here in Washington as well, and meeting with business

people who might be able to sell products, move products to them.
The mission went very, very well. They were impressed with

North Carolina. They were disappointed in e couple of things. They
were not able to find very many products other than agricultural
products that they could import.

Mr. PRICE. Why was that? Can you explain that?
Ms. STACY. Yes; numbOr one, the quality was not there that the

Japanese were looking for in a number of things.
The other thing is in textiles; they were there with check books

in hand to make big purchases of terry cloth. We called all of the
major terry cloth manufacturers in North Carolina, and despite thefact that this was a group of, I think, about 15 Japanese buyers,
they are ready to buy terry cloth. They were told that they couldnot see the terry cloth in North Carolina; that they would have togo to New York to the showroom to buy it.

The Japanese were appalled. They said the United States makes
such a commotion about trying to export, and then you come over,and you try to buy, and you cannot even buy from them. This did
not sit very well with the Japanese. Consequently, they did not buythe terry cloth.

They did make some purchases of agricultural products, and theprocess is open enough now that I am convinced that more pur-chases will be made.
Mr. PRICE. What sorts ofagricultural products?
Ms. STACY. They were interested in fish, seafood primarily. They

are also interested in perhaps starting a sea farming operation
themselves in North Carolina, and I am working with them onthat. They do not, of course, produce enough sea food, or cannotfish enough, and a part of that is because of the way we negotiatedthe fishing rights, which is fine for us. But seafood, and seafood
products, and processing.

One of the things that they would be interested in is various
types of seafood processing plants, and they are looking to NorthCarolina.

Mr. .)RICE. Thank you very much.
Mr. Chairman, I appreciate your indulgence.
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Chairman LAFALCE. Thank you. I would like to point out that we
have been joined by Congressman Charlie Hayes and Congressman
Norm Sisisky.

We will go to our next witness, Ms. Margaret Hansson.

TESTIMONY OF MARGARET S. HANSSON, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, M.S. HAvSSON, INC., AND CHAIRMAN,
PURECYCLE CORP.
Ms. HANSSON. Good morning. Thank you for inviting me here,

Congressman LaFalce, and the rest of you. I note that there are
two Colorado congressmen. I am from Colorado, incidentally, and
own a business there that also works nationally. We have two con-
gressmen on this committee, Congressmen Ben Nighthorse, and
Congressman Heffley. Also, thank you for Patricia Schroeder's wel-
come. She is a star in our firmament, women's causes, and a good
friend of mine.

My major thesis is that we start small businesses, but we also
grow businesses to very good and very large employers, and large
taxpayers, and we do not just, or hope we do not just sit as small,
little businesses that we are commonly thought to be.

I am going to say that I am a myth-buster. I am a myth-buster
because I founded one, two, three, four companies as an entrepre-
neur. I built the first company from a garage, not in a living room.
It was really in a garage where we were bending metals, doing riv-
eting, and a lot of other things that are really not too hard for
women once you just simply decided to look and see how it is done.
It grew from 3 to 350 employees, two overseas ventures, publicly
traded, and always profitable.

I have been listening to things from Ms. Stacy and Ms. Green
this morning that I have been through. We have developed good
exports. We have had some extremely profitable years in the
export. Probably one of our largest accounts, other than Sears,
turned out to be a Stuttgart account, and we feel that it took a lot
of work to do this, and I would have to say here, parenthetically,
that part of the problem is definitely us in the United States,
rather than the barriers that are erected against it.

It has been so easy for us to gain business in our large markets
that we really have not thought of the ease with which, or it has
not been opened f us to do export easily.

There are some good Government programs, but that is an aside.
Chairman LAFALCE. For so long we have effortless superiority,

domestically and internationally, and now we are finding that we
do not have superiority, and that competition is not effortless at
all. We do what is easiest to do. We blame the opposition or the
competitors rather than look at ourselves.

Ms. HANSSON. Agreed that this statement-
Chairman LAFALCE. Something that I have attempted to point

out for- -
Ms. HANSSON I had a secretary that would be of interest to Ms.

Stacy who is a Ph.D. German professor at the University of Colora-
do, and she decided to work with me. She was really an assistant,
as are all of my secretaries, because she needed to know what to do
with her super language abilities. So, she was learning all of the
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business terminology, and methods of doing exports, and doing let-ters of credit, and all of the kinds of things that she needed to
know, and subsequently went into being a German translator and
a business expert in this field.

It is clear that I have lived long enough so that this expertise has
gradually developed over a period of years.

I became a director of mutual funds, director of first a localbank, and then director of the largest bank holding company inColorado; a director of four more publicly traded companies in com-pletely different industries: Medical technology which exports;
media; a national chain of children's day care centers; and waterrecycling.

I really understand business and its many ramifications. I amdoing consumer products, high technology, and heavy industry.
Boulder is in the center of a very fast developing high-technology
area, and, as such, offers to many of us and many women if youcan grab the opportunity to first start small in a garage or wherev-er, and go on to be a much larger company.

I know banking. I am a modern manager. I understand mathe-
matics, engineering, and data processing, and I am extremely inter-
ested, as I have said, in the global economy.

If this sounds as though it is some sort of a paragon, I am not. IfI were a man, I would be telling you a success story, but only oneof thousands. As a women you often find it hard to believe that wehave done all of these things.
But there are many of us myth-busters. Personally I know atleast 300 of these. They are all members of the Committee of 200,

which many of you have heard about. The Committee of 200 wasformed when it began to--
Chairman LAFALCE. The Committee of 200 is going to have tochange its name.
Ms. HANSSON. It has gone .a 300. It really does need to. These

are extremely interesting women with patterns of success and awhole litany of areas that I have listed here, but I will not gothrough it right at this moment.
Th's group was founded to put some money out to let the

NAWBO, the National Association of Women Business Owners. get
organized and going. We started in 1982.

Really, what I am saying is that we make thousands of jobs. We
are contributing to the corporate culture of success and innovative
companies. We care, we invent, we prof.t, we share, and we suc-
ceed. We might even do it in spite of tal the barriers that are infront of us. I see it growing, and I see the women networking in
helping each other, and it is just possible that they will make it
without a lot of help. However, I do have a good number of recom-mendations.

My first company was Gerry Designs, which many people,
women particularly, know. It was one of the best known trade-
marks in the juvenile industry that makes all the back carriers,
almost all the back carriers for babies. In the front ones, they allhave cute, littIQ names like Snuggles, and Cuddlers, and things.The Gerry carriers are known wcrldwide, and I would say have thesingle most worldwide recognizable product.
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I faced all of the same problems that most of the women here
have faced in terms of banking, with insulting comments about
going home and taking care of my family. Why do I not do some -
thin that is really going to make some money like get a secre-
tary s job and so forth.

I am somewhat luckier than most. I had a uncle who was a presi-
dent of Bankers Trust.

Chairman LAFALCE. I would imagine that could be helpful.
Ms. HANSSON. One of the things he did not do was lend me

money. One of the things he did do was teach me how to approach
bankers in a business-like fashion, how to do a business plan, what
they wanted to know, and what would be impressive to a banker in
spite of the fact that I was a women.

I think this kind of help is extraordinarily important, and I
think that one of the recommendations that I would have is that
this is one of the technical kinds of assistance that should be set up
for women. This would, of course, apply to minority, any kind of
group that is facing obstacles.

I have sold almost all the ones I have been involved with at a
certain point since I reach a point in entrepreneurism when I
really do not want to deal with the growth of the shelf space of an
item, or trying to push it beyond somewhere to $3 to $5 million in
sales. I find it more interesting to start with the next company.

But one that I have stayed in touch with a long time and is be-
coming a very, very important part is called PureCycle, and Pure-
Cycle is probably going to be one that you hear of very importantly
in the next 10 years and certainly into the next century. It has
processes for recycling water completely.

In the West, we think about this as water shot cages. In the East,
there are places where you have no place to put the water, espe-
cially if it is dirty. They are call septic systems, all kinds of sys-
tems like sewage and so forth. We have systems for completely re-
cycling this water which gives you a source of water and a place to
put it.

This also has the ability to cure lots of contaminations that are
stack gases and various kinds of real hazardous substances.

What I am really saying here, again, is that this started as a
very small business. It is publicly traded now. It probably will
have, if our business plan is realized, $100 million in assets by the
end of this year, by January 1, and it will make jobs. It will be an
important importer of capital into Colorado that we will make use
of, and it will be an exporter.

Therefore, I am saying that we are of basic importance to this
country's economy.

[Ms. Hansson's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Hansson.
Ms. HANSSON. You are welcome.
Mr. SISISKY. Mr. Chairman.
Chairman LAFALCE. I am afraid we are going to have to recess.
Mr. SISISKY. Yes; I know we have to. But I cannot come back, be-

cause we have a little bill on the floor that I played a part in devel-
oping for $300 billion.

But I would just like to reite7a:e that almost every witness testi-
fied today that export is that a-ea that we need to approach, and I

u
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would remind the chairman that I do have a bill that may offer
some incentive. I put a bill in that was developrsd in the White
House Conference, which is designed to stimulate small business
export.

Ms. HANSSON. We used to have something called DISC that vas
great for small business. It was somewhat subverted by very large
businesses, but it was very helpful to our company.

Chairman LAFALCE. Very good.
We are going to have to recess. We will come back in approxi-

mately 10 minutes or so. I would encourage whoever can to come
back and advise other Members. Our next witness is Ms. Charlotte
Taylor, and she directed the Presidential Task Force of Women
Business Owners for a number of years, and has conducted a study
that I think will be especially interesting to the Members. So
please try to spread the word to our other members of the Small
Business Committee, and we will look forward to hearing your tes-
timony, Ms. Taylor.

[Recess.]
Chairman LAFALCE. The Small Business Committee will come toorder.
Our next witness, with rather extensive testimony, is Ms. Char-

lotte Taylor. Charlotte.

TESTIMONY OF CHARLOTTE TAYLOR, PRESIDENT, VENTURE
CONCEPTS, WASHINGTON, DC, AND FORMER EXECUTIVE DI-
RECTOR OF THE 1977-78 PRESIDENTIAL TASK FORCE ON
WOMEN BUSINESS OWNERS
Ms. TAYLOR. Thank you, and good morning, and thank you for

inviting me here. I will deviate from my testimony in order to
make this brief.

Chairman LAFALCE. We will put the entire text of your testimo-
ny in the record.

Ms. TAYLOR. OK.
Chairman LAFALCE. You may abbreviate and make it brief, but

please do not omit anything particularly important.
Ms. TAYLOR. I certainly will not do that.
My name is Charlotte Taylor. I am the president and chief execu-

tive officer of Venture Concepts, a Washington, DC-based manage-
ment consulting firm which specializes in economic development
and small business policy.

I was asked to testify here today for two reasons, basically. One
is to provide a historical perspective on this very important issue,
and the second is to provide a current perspective on what is hap-
pening nationally in terms of the status of women-owned business
enterprise in the United States.

The historical perspective comes from the fact that I directed the
first task force that looked at this issue in 1977-78 when people
were still saying, show me a women business owner. I had never
seen one. That task force was established by President Carter andled to the current national policy that exists in Executive Order
12138 which set up the framework that is now operating in the
Federal Government.

r
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Chairman LAFALCE. That Executive order is stilt operative, cor-
rect?

Ms. TAYLOR. Yes; it was put into force again by President
Reagan, re-signed, but Carter did establish it initially.

Chairman LAFALCE. So, theoretically, we still do have a national
policy for women business owners; is that correct?

Ms. TAYLOR. That is correct.
Chairman LAFALCE. That is supposed to be implemented.
Ms. TAYLOR. That is correct.
Chairman LAFALCE. Whether it is implemented or not is another

question for-
Ms. TAYLOR. That is the subject of these hearings.
Chairman LAFALCE. Yes.
Ms. TAYLOR. So, there is a policy. We, as women business owners,

feel that it is dormant at best, and has not been implemented in
the fashion that was intended.

Chairman LAFALCE. I said dormant. Somebody said asleep.
Ms. TAYLOR. Right. I have attached the recommendations of the

task force to my testimony, which numbered over 60 in 1977-78, for
your use in questioning the Federal sector when they do appear
before the hearings.

Chairman LAFALCE. That is going to be very helpful.
By any chance, has anybody such as yourself or anybody else at-

tempted to give a score card rating on the various recommenda-
tions?

Ms. TAYLOR. No; not that I am aware of.
Chairman LAFALCE. Well, that might be an interesting assign-

ment for some group. It is certainly something that we should be
interested in.

As a matter of fact, I think it would be an excellent idea if we
asked the Federal Government to give us a report card on how
they accomplished all of those recommendations, but it might also
be a good idea if the private sector gave us their own independent
report card so we might compare. There might be different grades.

Ms. TAYLOR. True.
The task force developed those recommendations after over a 9-

month study that included all eight agencies. So, they were well
thought out a decade ago.

I am sure you will find that if work has happened at the Federal
level, it has been surface at best, and window dressing without
major action.

The current perspective, which is the real reason I was asked to
testify here, is that my firm, Venture Concepts, performed last
year the first nationwide study, the first look at the subject of what
States and cities were doing for what we saw was a very important
economic development issue.

At question here was if women were streaming into business
ownership at two times the rate of mensometimes you hear five
times, depending on the yearif we were starting enterprises at an
incredibly high speed, what were State and city governments doing
to channel this entrepreneurial energy into job creation, tax feve-
nues, and economic prosperity.

The study was funded by the U.S. Department of Commerce's
Economic Development Administration. It spanned over 11 months,
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and we looked at every State and over 100 cities. We were only
funded to look at 50 cities, but we found so few programs that we
extended the program to try to see if we could get a more compre-
hensive look at what was happening out in the State and city level
for women business owners.

Quite frankly, Mr. Chairman, the story we found was different
than the one we expected. We expected, given the high visibility tothe subject of women as the new entrepreneurial wave, as the newimmigrants, if you will, who are taking to the streets to risk their
fortunes for the rewards this country can present. We expected to
find a great deal of action at the local, city, and State level given
the current philosophy of decentralizing programs to that level.

We found something vastly different. We found that, indeed,
women were almost invisible when it came to public policymaking
at the State and city level.

The pivotal finding of the study was the surprising degree, if not
an amazing degree, to which there were no programs for women
business owners that specifically looked at the barriers they faceand tried to look at creative mechanisms for helping them over-come those barriers.

While it is true that many State and city governments have nowawakened to the fact that small businesses and not smoke stacks
create jobs, what we found was that when they looked at small
business they did not define a women as being in that population
despite the fact the figures show we own 25 percent of Main Street
U.S.A., and will own 50 percent later.

We found three major findings.
One, there was relatively little action at the city and State level,which is one of the reasons I think it is important for the Federal

Government to take a role.
Second, where the programs did exist, they were poorly funded. I

will not even say poorly designed. I will sly they were not designedat all to overcome barriers that women address, some of the onesyou are hearing here.
Last, but most often, they were viewed as affirmative action pro-

grams and social cause programs, not as an economic developmentissue. I think if one message comes out loudly through the message
we are bringing at these hearings is that we, as women, want to beviewed as an economic development issue that just happens to be
female, and that we believe that we are caught in --

Chairman LAFALCE. Well, I suspect there is some difference of
opinion about that. I have listened to witnesses whose emphasis is
primarily affirmative action, and some whose emphasis is some-
thing else. Now these are not exclusive one to another. They are all
complementary, but would lead down different paths, too.So, you are suggesting economic development should be the pri-
mary thrust of any Federal policy.

Ms. TAYLOR. Well, what we are dealing with is, unless we have
affirmative action, we cannot get in the economic development
ballpark. In this sense of the economic development, policymakers
are not viewing women who are over here. So, they are linked.

But we found, and the U.S. Conference of Mayors studies on mi-
nority programs found also, that the better programs at the State
and city levels existed where they were integrated with economic
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development strategies, but not over in an office of civil rights, let
us say, as an affirmative action goal program.

So, what we are looking at is, how can you creatively create poli-
cies that will create affirmative action mechanisms that will then
move women into becoming more of an economic development
force? I believe that is what I am trying to say, if that clarifies it.

Chairman LAFALCE. All right. Please proceed.
Ms. TAYLOR. Where the programs existed, as I said, we found

that few were designed for women business owners, and that, in
the sense of overcoming barriers. The two key barriers that women
mention over and over again is access to capital, and technical as-
sistance.

We found almost no programs designed that would give a woman
access to capital, and relatively few technical assistance programs
that provided the kind of sustained hands-on technical assistance of
the type that Kathy Keeley mentioned yesterday where you are ac-
tually helping the woman get the business launched.

It is true that there are plenty of workshops. There are plenty of
1-day how to start a business, but no one is addressing the critical
issue of how do you grow a business, how do you get this business
into the economic mainstream.

There were a few States that were doing that. Your own State,
New York is one of those. But for the most part the approach that
was being taken to the women business ownership effort was to
print a brochure and say, here it is.

As a research team, we found one of the hardest problems was to
find the information. We had researchers looking for the Office of
Women Business Owners, and it would often take us three to four
phone calls. We figured that was not a very visible or effective
women-owner business program even though the State or city
called it that way.

Oftentimes, as a check, we sent letters to Governors and mayors
stating that we had found there was no program, and we get con-
flicting information from the Governor or mayor as to the exist-
ence of a program from the program people. Se, there was, to put it
mildly, a little bit of confusion as to whether programs did exist,
and if so, what they were.

In large part, we found that there were no substantial programs
for women business owners. Only five StatesLouisiana, Illinois,
Michigan, New Jersey, and Ohiohad programs specifically target-
ed to women business owners, and the rest of the States, there
were 17 others, attached women business owner programs to exist-
ing programs for small businesses or minorities.

Only 1 city out of the more than 100 we looked at had a specific
program targeted to women business owners. However, there were
21 cities that had some kind of affirmative action program.

Of most interest to you here was the high degree to which pro-
curement drove the women business ownership programs at the
local and State level, and the high degree to which Federal policy
was linked to those procurement policies at the State and Federal
program.

I mention that today, because I want to emphasize the impact
that Federal policies have at these State and city levels in terms of
the types of programs that are being created.

5 -11
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As you are aware, masses of moneys are spent by the Depart-
ment of Trfinsportation, highway construction, environmental pro-
tection, ui ban redevelopment. Moneys flow to cities and States to
carry out and implement the programs that the Federal Govern-
ment needs.

What happens is we find that the criterion, rules, and regula-
tions that the Federal Government sets are then mirrored in the
State and city procurement programs. Procurement was, by and
far, the largest, most prevalent program we found. All 21 of the
city programs that we found were procurement programs and of-
fered very few other services outside of certifying, monitoring, and
enforcing procurement regulations to women business owners who
might be trying to access that system.

The same emphasis on procurement held true at the State level
where we found that over half of the 22 programs for women busi-
ness owners had a procurement component.

Chairman LAFALCE. When was your study conducted?
Ms. TAYLOR. It was finished in October of last year.
Chairman LAFALCE. When did you start?
Ms. TAYLOR. We started it in December the previous year.
Chairman LAFALCE. I wonder if it was at all influenced by the

fact that women became eligible as of January 1987 for the 10-per-
cent minority set aside in surfas-3 transportation.

Ma. TAYLOR. The procurement aspect of it?
Chairman LAFALCE. Yes.
Ms. TAYLOR. No; these were programs that had been in place

before. In fact, the major portion of the researc . was conducted up
until March, and then we did field visits for rest. So, most of
these had been in place, though I do think that act will have rami-
fications on all of this.

We found, as I was saying, that there was little evidence that
they were working well. Indeed. what we found was that procure-
ment programs were being used as a red herring to show that a
State and city were doing something for women business owners
when, in fact, relatively few women knew about the program, or
were provided with technical assistance thilt could allow them toaccess the progran-

This situation is not dissimilar to the Federal Government where
the majority of the emphasis is on teaching us that the market is
out there, but not giving us the skills and helping us learn how to
access it, or wet king with the system to make access easier.

What also surfaced in this effort was the degree to which lump-
ing women business owners with minority business owners is a dis-
service to both sectors. Often, the women business owner program
was added to a minority program, and it was overshadowed by the
efforts for minorities that were already ongoing.

If anything surfaced in our interviews with State and city offi-
cials, it was not only the lack of commitment to the intent of such
women business owner targets, but the degree of skepticism and re-
sistance which existed in allowing women to have an equal oppor-
tunity to compete even in targeted programs that said when busi-
ness owners had goals.

A prevailing assumption appeared to be that the majority of
women-owned businesses are not legitimate. At first I thought that

5 0-
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they were just talking about husbands in this sense, and I would
say, well, that exclude:, the 50 percent of us who are not married.
But, no; we could have fathers, brothers, sons, and lovers. So, the
issue is that until the front issue is dealt with, we will be locked
out of the procurement market.

The second assumption was that women business owners were
not technically qualified to perform the work.

The last assumption was that we were not in the goods and serv-
ices that the governments needed.

I think if you have heard the types of businesses women are in
today, that assumption is a myth. The Government buys every-
thing from pencils to planes, and we do not just make pencils; we
also make planes now.

In some cases, it was even stated when there was a program that
included women with minorities, that there was less active out-
reach and assistance to women than for minorities because of the
belief that II. orities needed programs more than women.

We do not, as c.-:,men, want to get into a "who needs anything
most." We think that this ax economic development issue; that
there is talent out there that is not being utilized. But what we do
not want to have is for people to pit us together against each other
so that all we both do is lose.

In general, it appeared that as much time was spent in certifying
women out of programs than in trying to find qualified women to
get into programs. I do not believe this is much different thar it is
at the Federal level as well. Certainly, little or no attention was
given to programmatic responses of how you solve problems of
bonding, how you work with cash-flow problems and slow payment,
how you teach people to be involved in the bid process, and how
you can outreach and educate people so they can have access to the
considerable amount of contracting that is done at the Federal,
State, and city level.

Certainly, two of the key issues that appeared and places that I
do believe there i.; serious need for Federal guidance is the need to
deal with this question of community property laws in States, and
EaS0 one that I had never heard of before until I took to the field
interviewing, which is the impact of commingled family funds on
ownership of a business.

In some places, a woman who owns 100 percent of her business
and operates it daily could not be certified as a legitimate WBE be-
cause she had not put her own money, sole money in to buy the
assets of the company.

I would point out that the majority of American familiec com-
mingle their incomes and certainly have joint checking accounts,
and it is difficult at best to distinguish who owns what in American
families.

Such strict interpretations severely limit the ability of married
women in the United States to participate in the procurement
system, and the intent was not to keep out women who live or are
married to men, but to keep out fronts who were not legitimate
businesses. I think that we have taken this front :E.vie to a degree,
quite frankly, that is sometimes ridiculous.

Yet, procurement programs can work with a proper commitment.
Cleveland's program, which was an FBE program and not mixed
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with minorities, did an outstanding job. They set a goal for $3 mil-
lion for 1986. They exceeded that goal for $5.5 million with not too
much difficulty. This was totally different than the story I got from
people who were saying how difficult it wqs to meet women busi-
ness owner goals, usually which are set at the 2-percent level, notthe 16 percent that women--

Chairman LAFALCE. Ms. Taylor, what laws are we talking about
that women business owners could be fronts for? What are the lawsthat would be operative?

There is no Federal law, to my knowledge, is there?
Ms. TAYLOR. There is a Federal definition to use to determine le-

gitimate women business owners, and that definition is 51 percent-
ownership, and owned and operated by women.

Chairman LAFALCE. For what purpose? I mean for what pro-gram?
Ms. TAYLOR. For procurement programs and procurement goals.

That is to make sure that there is, I will call it a "legitimate chief
executive officer" operating the business.

The issue that has come about is how the regulations are inter-
preted in terms of looking at ownership and limking at control and
management. In some cases, if you own a painting contracting firm
that paints bridges or something like that, there is the question of
have you ever painted a bridge in terms of the operating and con-
trol issue, and then the control of assets is the issue on who funded
the actual capital to start the business that makes the 51-percent
ownership.

But what we are talking about is the 51-percent ownership is forthe few percentage of women who do not own 100 percent, and
many women own 100 percent of their companies.

As I was saying, there are programs that do work. I pointed to
Cleveland's as an example of one that works. We found a need for
more recognition of the importance of the women busin ,As owner's
contribution to the economy.

The latest data we had was 1982, which only looked at sole pro-
prietorships, and which indicated that wonl,=-owned businesses
generated $98.3 billion revenues.

Today, the level is probably closer to $100 billion, and if we take
the impact of what that dollar does in the local economy, we esti-
mate that the actual contribution of women-owned firms equals
$250 billion a year in national income.

Of the $250 billion, if 'u use the ratios that normally go for
Federal and State taxes, ut $37 billion is paid to the U.S. Treas-
ury in Federal taxes, and an estimated $13 billion to local andState governments.

With that kind of economic implication at hand, and these are
not counting corporations. These are just counting sole proprietor-
ships. My question to the committee is, is it not a good investment
to spend some of that money that we are ourselves generating in
the types of programs that are needed to help us move up the en-
trepreneurial curve into bigger and larger businesses?

I think I would like to close with saying that the question at
hand here is not a question of funding programs, but really making
an investment. If we could look at the funds that are utilized to
stimulate women business ownership as an investment in a capital
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resource of this country, which happens to be female, and look at
the return on investment, I think you would find it is good busi-
ness for the country, and I think that the time has come that some-
body looks at it as a business issue.

Thank you.
[Ms. Taylor's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Taylor, and I

thank all the panelists for their fine contribution. I am only going
to ask a few questions. Unfortunately, the Banking Committee is
having a meeting right now, and we are considering changes, and I
really should be there, too.

Ms. Taylor, you gave, primarily, a synopsis of the report that you
prepared for the EDA. When will that be issued?

Ms. TAYLOR. The fact sheet is available, and the report will be
available next week.

Chairman LAFALCE. Next week.
Ms. TAYLOR. The entire report, which is a directory of programs.
Chairman LAFALCE. This is a bit of a preview then of that report.
Ms. TAYLOR. Right.
Chairman LAFALCE. Fine. But most of your testimony dealt with

that, and I was very interested in it. But if you would go back ',o
your position as director of the task force onwhat was the title of
it, Women Business Owners?

Ms. TAYLOR. Right.
Chairman LAFALCE. Or Women in Business? What was it?
Ms. TAYLOR. Women Business Owners, President's Interagency

Task Force on Women Business Owners.
Chairman LAFALCE. Right. And look at the national policy for

women business owners, would you have any assessment right now
of where we have fulfilled the promise, fulfilled the charge, or
where we have been most grievous in not fulfilling the promise and
the charge?

Ms. TAYLOR. I would say that, if anything, it is a broken promise;
that there has been surface effort. The original funding at the SBA
and the position of the Women Business Ownership Office was at a
much higher funded level, and a much higher programmatic level
than it currently is.

Chairman LAFALCE. At one time there was a set-aside of a cer-
tain dollar amount of guaranteed loans for women business owners.

Ms. TAYLOR. NG; that program was done away with. It was a
miniloan program that would allow the lower amounts of money
that went in without collateral. If I can run through the areas in
the recommendations.

Chairman LAFALCE. Sure.
Ms. TAYLOR. In the area of data assessment, we called for serious

data collection on the subject of women business owners that would
correct for the undercounting of our effort it the economy, because
it is limited to sole proprietorships. That has not seriously been
dealt with in terms of it.

The question of seriously collecting and monitoring goals and
performances of Federal agencies, I believe, has not been done in a
way that is affirmative-action oriented rather than just, data collec-
tion.
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The Interagency Committee on Women Business Owners did not
meet for a long period of time, and you can question them on the
number of reports that they have done. I believe that they were re-quired to report to the President every year.

This is off the top of my head. I have not made a study of this.
Chairman LAFALCE. Surely.
Ms. TAYLOR. And off the bott ,in of my heart as well, as you can

see. We directed the Women's Bureau of Labor to be a clearing-
house. We made recommendations in the area of education, so thatlittle girls in America could grow up knowing that this was a
viable career, and that we would not have these problems later.

We made specific recommendations in management training and
technical assistance, and some rather formidable ones in credit and
capital formation. Let us just say that nothing in the credit and
capital formation has happened at all. It has only been under the
direction of Congress in trying to get this legislation paqsed that we
have begun to get some movement in the area of capital.

Under marketing and procurement, which I know is tilt- areathat you are most interested in today, if you look closely at the sta-tistics that come out on not the dollar volume of contracting, as ithas grown but the population of women business owners has
grown, you will notice that the proportion grew heavily after thetask force put in the Executive order and then it decreased.

I think that is an indication that monitoring and persuasion, if
we can say, has not come on, and certainly no creative programshave been done that can help women get into this.

We are 10 years later, and I want to point out that. Many of
these recommendations may not be relevant today. What we arelooking for is a new look at creative and innovative solutions, sothat we can move forward and move women into the economic
mainstream.

I think that it is time, as Ms. Rudd pointed out, for a new serious
look at the ways that this can happen. I think that since Congress,
and actually this committee, led to the first task force on womenbusiness owners, that it would be a service to the country as awhole, and to the women business ownership community, and, cer-tainly, the minority business ownership community if it could im-
plement more thorough thoughts and recommendations that wecould bring forward to the new administration in January, be it
Republican or Democratic.

The issue is an important issue for the country, and the reasonthat we have come to Congress with it is just because of that, that
there has been no action at the Federal level.

Chairman LAFALCE. Let me clarify a few things. There was atask force on women business owners in 1977 and 1978, and you di-
rected that.

That differs from the interagency task force, does it not?
Ms. TAYLOR. Right.
Chairman LAFALCE. What was the difference between the task

force on women business owners and the interagency task force?
Ms. TAYLOR. The task force on women business owners was astudy commission that was mandated for a short life to look at the

barriers and to come up with recommendations, and we went out ofbusiness once there was a report.

"... ,--.
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Chairman LAFALCE. Mandated by what?
Ms. TAYLOR. By the PrecAdent. It was a presidential commission

signed into law or whatever, created by President Carter.
Chairman LAFALCE. OK.
Ms. TAYLOR. It was to look at the issue of why there were so few

women business owners, and what we could do to stimulate the
economic resource, and to identify if there were barriers, which we
found there were, and to identify recommendations to overcome
barriers. If you remember at that time, we had a woman Secretary
of Commerce, Juanita Krepps. It was Secretary Kreeps' suggestion.

Chairman LAFALCE. These recommendations that you are refer-
ring to are the recommendations of that task force?

Ms. TAYLOR. That task force.
Chairman LAFALCE. As opposed to the interagency task force.
Ms. TAYLOR. The presidential task force. One of the recommenda-

tions of the presidential task force was that there be an interagen-
cy task force which would be mandated to be the oversight mecha-
nism to make sure that the agencies carried out the plan.

Chairman LAFALCE. Did you direct the interagency task force?
Were you the executive director of it?

Ms. TAYLOR. No; I am purely the task force.
Chairman LAFALCE. Fine, good.
The presidential task force as opposed to the interagency led to

Executive Order 12138, which has been repromulgated by Presi-
dent Reagan, and that created a so-called national policy for
women business owners.

Ms. TAYLOR. Yes, sir.
Chairman LAFALCE. Now, is there a document entitled the Na-

tional Policy for Women Business Owners?
Ms. TAYLOR. I believe that is usually referred to as the Executive

order.
Chairman LAFALCE. The Executive order and the national policy

are one and the same document?
Ms. TAYLOR. I believe so. You could ask whether SBA has a na-

tional policy written. But the Executive order instructed the agen-
cies to do certain things.

Chairman LAFALCE. Dial the Executive order encompass some of
the recommendations of the task force, and in a certain sense su-
persede the task force?

Ms. TAYLOR. Yes; the Executive order created the interagency
committee as an ongoing operating mechanism to make sure that
the recommendations were in place. It set gods and targets for
Federal agencies.

Chairman LAFALCE. Is this interagency task force charged with
the responsibility by the Executive order of issuing reports periodi-
cally?

Ms. TAYLOR. I believe that they are required to do a report once
a year to the President.

Chairman LAFALCE. Have you seen any reports, or have there
been any reports recently by this interagency task force?

Ms. TAYLOR. I believe that there have been none up until recent-
ly. I could stand corrected by SBA.

[Pause.]
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Chairman LAFALCE. Only one has come to our attention appar-
ently, and that was after we made it known that we were going to
have these hearings. That was a quick eight-page report. Apparent-
ly, nothing preceded that for the past 8 years. Now that may be
inaccurate. But if it is inaccurate, the burden of presenting those
reports is on the preparers of the reports.

I am curious. If I were to contact GAO and ask GAO to render a
report card, what would be the basis of that report card? Would it
be recommendations of the task force, or would it be the implemen-
tation of the Executive order; if I were to ask GAO to make a study
of the progress that has been made over the past decade, what
would be the most appropriate yardstick to use for the GAO report
card?

Ms. TAYLOR. Well, I do think that these recommendations were
well thought out by the interagencies 10 years ago, some of them.

Chairman LAFALCE. You were director.
Ms. TAYLOR. There was an interagency committee of Assistant

Secretaries who actually did it, who came up with the recommen-
dations. I was merely staff director.

Chairman LAFALCE. Who was on this task force?
Ms. TAYLOR. It was at the Assistant Secretary level of the major

agencies that impacted on women business owners. I am not surethat I can remember all of them, but the Department of Com-
merce, HEW, DOD.

Chairman LAFALCE. The interagency task force was the successor
to that task force.

Ms. TAYLOR. Right.
Chairman LAFALCE. So, it is almost one of the same.
Ms. TAYLOR. Right. So, I would think that the recommendations

would be a good starting point. I think that what you want to
query on carefully is was the program ongoing. What we are talk-
ing about here is not just a one-shot conference, but a philosophical
commitment to the issue, and how you ask questions in that way.

Chairman LAFALCE. We are going to take a look, and I have not
done it yet, at the Executive Order 12138, and see if that might be
a good yardstick. If that is the national policy, let us see if GAO
can do a study of how that national policy has been implemented.
But we will take a look at it and make a comparison to see what
would be an appropriate yardstick.

Ms. TAYLOR. Excellent.
Chairman LAFALCE. Representative Hayes.
Mr. HAYES. Thank you, Mr. Chairman. I just want to commend

you first for having put together this hearing on this very, very
troublesome problem of women entering into business. I do not see
too many of them listed in the Fortune 500 publication. Unless we
change our course, that will not happen.

I am a supporter of programs to assist the development of
women-owned businesses. I am conscious of your time, Mr. Chair-
man. The testimony that 1 have heard from these witnesses has
been invaluable to me, both interesting and informative. I, too,
have a .ime problem. I have to leave. You know how we get
jammed with commitments.
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Chairman LAFALCE. I know that you have a time problem. But i.
you do not talk about the 10- percent set-aside and surface transpor-
tation, you are not going to be happy.

Mr. HAYES. I have to talk about some of the testimony that I
have heard here. There have been some troublesome developments
recently in relation to Federal contract and policy. Adding to
women and minorities as a single Federal contracting goal has
caused considerable trouble in the Federal highway program.

What you have said here goes beyond this Federal highway pro-
gram. Particularly as it relates to the improvement of the Federal
highway in Chicago.

I would like to know what are your views on the probability of
separate goals for Federal procurement for women and minorities.

I noticed, Ms. Slater, that you said quite candidly, I think, if I
understand it, on the fourth page of your testimony, I think in the
sixth paragraph. First you start off by saying, "Women make up
the majority of the population. Therefore, women should not be
considered a minority group." But then you go on in the next para-
graph and say, "Minorities and women business enterprises should
be kept as separate entities with separate goals to be outlined in
each contract and/or a statement of intent for each agency's
goals."

Could you elaborate on that. Because in this situation that I al-
luded to in relation to Chicago, aside from the fact that women
period have been short, we find out that white women have been
used as fronts in order to satisfy the minority compliance request.
We find no black women being awarded any contracts or subcon-
tracts or anything at all.

Do you think that this would change with your suggestion?
Ms. SLATER. I do. I think that would give everyone a fair chance.

Women would not be infringing on goals set for minorities, and
women would also have their slice of the pie. I really believe that if
they cannot put it in one contract, then there should be some kind
of overall agency goal, a dollar amount.

If there is going to be $10 million worth of contracts given out,
then a certain percentage should be going to women business
owners, and a certain percentage should be going to minority busi-
ness owners. Separate, not thrown into the same pot.

As a black woman, and I say black woman because nobody ever
calls me woman black, because they see that I am black first. So, if
it came down to a choice, if a majority firm had to use someone, if
they had a choice between a woman business owner and a black
woman business owner, they would take the white woman business
owner.

It is mere fact. It is just the way that it is. Until that changes,
maybe you can group us all together. But as long as it is not going
to change. It is just like if I came into an office. If I walked into an
office, the receptionist would go and tell her boss that there is a
black woman here to see you. If another woman came in, there is a
woman here to see you.

This is a fact, and this is how people think, and we cannot
change how people think right now. It is not going to happen in
our lifetime. So, I really believe that there should be some kind of
separate goals in there, instead of throwing them into the same pot
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and pitting them against each other, and giving legitimate woman
business owners a chance at the surface transportation money, and
legitimate minority business owners a chance.

I have done a lot of transportation work. I would say that about
95 percent of my work is transportation now, because of all of the
moneys that are out there. I do a lot of work for New York City
Transit, New Jersey Transit, DOT for the State. I had no problems,
up until I just got notification that DBE's and women would be
considered minorities also in the same pot. Before, there was
always a separate goal. It was either 5 percent for women.

Mr. HAYES. In the RFP?
Ms. SLATER. Yes; it came in one of my RFP's. I knew this to be,but they put it on the front page of the RFP from the MTA last

week. They clarified it.
Mr. HAYES. Ms. Taylor, you mentioned, too, this whole problem.
Do you share the opinions that have been expressed?
Ms. TAYLOR. This is my personal opinion. I do not know the opin-

ion of them on this, but yes; I do. I believe that separate tracks
create better programs. I think that there is no question that there
is racism in the country. In what we are highlighting here, there is
also sexism. And that they are different things, and need different
mechanisms to accomplish goals.

Mr. HAYES. Have you got any suggestions that might be helpful
for us to rectify such things?

Ms. TAYLOR. I feel, as Ms. Slater said, the idea of separate goals.
I also feel that there needs to be separate track advocates, because
1 do not believe that minorities know how to outreach to women
business owners. Not because they do not want to, but we are in
different segments of the population. I think that there has to be
serious monitoring of it.

Mr. HAYES. How many employees do you have?
Ms. SLATER. Twenty altogether.
Mr. HAYES. Thank you, Mr. Chairman.
Ms. SLATER. Which is considered a medium-sized engineering ar-

chitectural firm.
Mr. HAYES. I notice that you talk about the separation, that aregular list of engineers and architects are placed on a minority

list, and that is tantamount to a black list.
Is that what you are saying?
Ms. SLATER. Yes.
Mr. HAYES. All right.
Ms. SLATER. It is a good pun, but it is not fun.
Chairman LAFALCE. Ms. Slater, let me ask you a question.
How do you feel about that Federal law that came about through

the Armed Services Committee under the Small Business Commit-
tee jurisdiction that imposes a limit of, I believe, $85,000 on the
amount of architect and engineering contracts that can be set aside
for small business. It is right now the only operative law that
limits by dollar amount the contracts that can be set aside for
small businesses.

Ms. SLATER. I think that I touched on that also in my testimony.
I do not like it at all. My father started this firm back in 1969. I
can tell you who the black engineers and architects are in New
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York. I can just name them. There are not that many, that sur-
vived any of this.

Some of them have built up. The one firm comes to mind, E.W.
Finley. He was a very progressive man. This man went walking all
over the country. He has built up his firm to a very large size, and
he is doing a lot of work down in Atlanta. He has an office here in
Washington, and one in Boston. He was doing a lot of good work,
and he was doing work as part of the minority set-aside.

Now, when they put this dollar value on him, he had to cut his
staff, and he lost a lot of work. They were pulled out. They do not
need him anymore. He had to cut his staff.

Like I said, minorities lire minorities. Of my 20 people, they are
all minorities. Whether they be Indians, or Chinese and other
Asians. black, or Hispanics. This is what makes up my firm. I had
one Caucasian engineer, who did not come with us when we moved,
because he is in a wheelchair. I guess that in some sense that you
could say that he is a minority. Nobody wanted him either. This is
who we hire.

Back to your question about things, I see another firm, Leroy
Ca lender. He moved up very well and had a nice-sized firm going
for him. He has cut his staff by 30 percent, because of the dollar
amount put on the work. Just like myself. I am now getting a lot of
transportation work, because it is sought after.

I would like to make another point. One of the reasons that I
started Hill-Slater as a paraprofessional firm was because of the
outrageous cost of liability insurance. I think I mentioned that as a
subcontractor that I have to carry the same amount of insurance
as my prime does, but I am not treated the same.

Chairman LAFALCE. All right. Thank you very much.
Do you have any further questions. Congressman Hayes?
Mr. HAYES. Do you have trouble getting liability insurance and

bonding?
Ms. SLATER. No; we do not bond in my business.
Mr. HAYES. You do not have a bond.
Ms. SLATER. We have never had a claim in almost 20 years of op-

erating the business. It just went up, because it went up, and we
were caught in thee.

Mr. HAYES. Thank you, Mr. Chairman.
Chairman I AFALCE. Well, thank you.
I want to thank all of the witnesses. We will be having further

hearings on the entire subject of the problems and the potential of
women business owners in future weeks. I thank you very, very
much.

[Whereupon, at 11:15 a.m., the committee was adjourned, subject
to the call of the Chair.]
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NEW ECONOMIC REALITIES: THE ROLE OF
WOMEN ENTREPRENEURS

TUESDAY, MAY 10, 1988

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to notice, at 10 a.m., in room 2359 -

A, Rayburn House Office Building, Hon. John J. LaFalce (chip:-
man of the committee) presiding.

Present: Chairman LaFalce; Representatives Hayes, Bilbralx,
Lancaster, Martinez, Hi ler, Slaughter, and Meyers.

!Chairman LAFALCE. The Small Business Committee will come !to
order.

.Our hearing this morning is the third in a series of hearings on
the special problems facing women business owners.

Th.: desire to seek economic independence by starting one's own
business is not limited by gender. The ability to achieve this goal,
however, is often dependent upon factors unrelated to entrepre-
neurial skill.

Equality of access to business credit is vital for business forma-
tion and development, and in spite of advances in achieving equali-
ty of opportunity, women still face subtle discrimination in credit
transactions for subjective reasons unrelated to creditworthiness.

The Equal Credit Opportunity Act of 1974 prohibits discrimina-
tion in credit transactions on the basis of race, color, national
origin, sex, marital status, or age. While we have achieved moder-
ate success in providing equal access to consumer credit, women
business owners insist that a business exemption from key provi-
sions of the ECOA for business and commercial credit has created
a climate in which discrimination is likely to occur.

Access to capital has often been cited as one of the two most
vexing problems of women-owned small businesses. The second is
management and technical training. Many such businesses remain
dangerously undercapitalized. Our hearing today will examine this
issue as we seek to remove barriers to the achievement of commer-
cial success for women and for all sectors of Lhe small business
community.

Our witnesses today include two small business owners whose
stories will illustrate the particular problems women face in seek-
ing business loans. We will also hear from Ms. Barbara Gentry of
the Department of Commerce for the State of Michigan, and from
Representative Lindy Boggs, who is well known and respected for
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her tireless efforts on behalf of women who seek the American
Dream.

Are there any statements the other members have?
Mr. BILERAY. I have one I would like to submit for the record.
Chairman LAFALCE. So ordered.
[Mr. Bilbray's opening statement may be found in the appendix.]
Chairman LAFALCE. I have a statement from Senator Carl Levin,

who would have liked to testify, but cannot. He asked that we
submit his statement in the record. Without objection, so ordered.

[Senator Levin's statement may be found in the appendix.]
Chairman LAFALCE. Before we call the entire panel, I thought it

would be appropriate to have as our lead-off witness, Congresswom-
an Lindy Boggs of Louisiana.

Lindy, I assume you would like to testify and then go to your
other business, as opposed to remaining with the other members of
the panel.

TESTIMONY OF HON. LINDY (MRS. HALE) BOGGS, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF LOUISIANA

Mrs. BOGGS. I am happy to testify as you wish. I am grateful to
you and all the members of the panel for allowing us to have this
hearing today. It is an extraordinarily important hearing.

Not only am I here to express my personal appreciation, but also
that of the Congressional Caucus for Women's Issues, for your lead-
ership in holding this series of hearings to focus on the problems,
successes, and prospects of women who are, or who seek to become,
entrepreneurs.

As you well know, entrepreneurial enterprise has long been
much admired in our society and has represented a key component
of our Nation's economic vitality.

The burgeoning entrepreneurship of women represents an impor-
tant national resource. I commend the members of the committee
for '.our recognition of this source of new dynamism and for your
commitment to examining ways in which Government can con-
structively assist women entrepreneurs and remove impediments
to their success.

Problems with equal access to business or commercial credit
have been identified as a key area of concern by the National Asso-
ciation of Women Business Owners, other organizations concerned
with women in business, and individual women business owners.

It is a distinct honor for me to address that subject today and to
speak in support of legislation introduced by Chairman LaFalce
which is designed to clarify the application of the Equal Credit Op-
portunity Act to commercial transactions. I have been pleased to
work with and support you, Mr. Chairman, in this legislative
effort.

Chairman LAFALCE. You have done more than support me in
that effort. You have led me in that effort, Mrs. Boggs.

Mrs. BOGGS. The Congressional Caucus for Women's Issues has
included the bill, H.R. 1897, in the Economic Equity Act, a package
of legislation which constitutes the Caucus' legislative focus.

You will be hearing, this morning, from others who will shed
considerable light on the nature and extent of the continuing prob-
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lem of discrimination against women in commercial credit transac-
tions. Because we lack reliable statistical information about credit
problems of women, it has been difficult to document the extent of
the problem.

Evidence has been largely anecdotal, but we have some statisti-
cal evidence, especially that obtained by the National AssociatiOn
of Women Business Owners when they conducted a survey of their
membership in 1985, which indicated that two out of five respond-
ents felt that they had been the victim of discrimination when ap-
plying for commercial credit.

Three out of four women who responded had applied for some
form of credit within the past 5 years, and one of every three was
denied credit. The SBA sponsored a study of women entrepreneurs,
but, unfortunately, it focused on well-established businesses and ig-
nored the important area of concern: Credit problems of young
businesses and would-be entrepreneurs.

Difficulties in credit access for women in those categories were
found and studied by the SBA's Task Force on Women's Business
Enterprise in 1978 and 1979 and published in an important volume
entitled: "The Bottom Line: Unequal Enterprise in America."

Mr. Chairman, I have to tell you and other members of the panel
that I have some strict notes from my staff saying I can't give
away these copies, because they are the only ones we have. But it
was this important document which led to the establishment of an
autonomous Office of Women's Business Enterprise within SBAand to the establishment of a miniloan program, among other ini-
tiatives, specifically in response to access-to-credit problems.

Those initiatives have been almost entirely eliminated since
1981. The majority of women-owned businesses tend to be service
based and lacking sufficient collateral to secure a loan. Our econo-
my has become more service based and lenders have had to adjust.
Yet, individual savings are the major source of capital for women
entrepreneurs and joint savings of husband and wife rank second,
according to the Women's Equity Action League.

The Census Bureau finally issued 1982 data on women-owned
businesses in 1986 after considerable pushing by many of us who
were concerned that we had only data from the 1977 Economic
Census to rely on. So, you see, it is not always easy to get accurate,
up-to-date information about the status of women in our economy.

The evidence we do have indicates that, 14 years after passage of
the Equal Credit Opportunity Act, there has been considerable im-
provement with respect to consumer credit, but problems continue
to crop up with respect to commercial credit.

Mr. Chairma,i, and members of the panel, I was a member of the
Financial Institution Subcommittee that helped to write the Equal
Credit Opportunity Act in 1974, and I can assure you there was no
difference in our minds or in the congressional intent, the legisla-
tive intent, between consumer credit and commercial credit.

Key aspects of the problem, other than outright denial of credit,
are the discouragement of applicants before they even file a formal
application, and the granting of credit on less favorable terms than
might be expected and appropriate.

The very informality of the discussion and negotiation process
that is an accented and imnortant part of busint.,,,s credit transac-
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tions offers particular opportunity for discouraging applicants and
for leading them to actually request less favorable terms in the
formal application.

In business transactions, he filing of a formal application is
often the culmination of the process as opposed to consumer trans-
actions where the filing of a formal application tends to take place
at the outset. Therefore, the nature of the discrimination problem
with commercial credit is more subtle and difficult to pinpoint.

The Equal Credit Opportunity Act of 1974 prohibits discrimina-
tion in both consumer and commercial trF asactions. An amend-
ment to the act in 1976 gave the Federal Reserve Board flexibility
in drawing up the regulations and, as a result, the implementing
regulation, regulation B, now reflects a distinction between com-
mercial and consumer credit, based on the differing nature of the
types of transactions.

Commercial credit transactions are specifically exempted from
provisions of the act relating to: One, notification of adverse action
regarding a loan application, including a written statement; two,
retention of records requirements; and, three, information concern-
ing marital status.

At the time the Federal Reserve initially crafted these regula-
tions, it is understandable that these exemptions for commercial
credit were deemed appropriate in recognition of the greater
amount of negotiation and subjective judgment typically associated
with commercial transactions. I am confident there was no intent
to make it easier to discriminate.

But there is ample evidence of continuing discrimination and of
a view on the part of many lenders that the ECOA doesn't really
apply to commercial credit.

As you know, Mr. Chairman, the legislation that you and I intro-
duced would remove those exemptions for commercial credit. The
bill does provide for the possibility of legitimate exceptions which
could be approved by the Federal Reserve Board through an ad-
ministrative hearing process.

When the Federal Reserve Board acted to change some aspects of
regulation B, about 2 years ago, it chose not to alter the portion
pertaining to business credit because of insufficient evidence of
need.

While the Board acknowledges that continuing discrimination
does exist, as indicated by the testimony of Governor Martha Seger
before the House Banking Committee's Subcommittee on Consumer
Affairs and Coinage in August 1986, it maintains that the problem
is primarily one of education of bank officers, minorities, and
women to the rights already guaranteed by the act.

In an effort to assist in the education of these groups, the Feder-
al Reserve Board has produced an excellent pamphlet. Those of us
involved in efforts to rectify the problems are very appreciative of
the Fed's responsiveness to the concerns raised, but we question
how successfully the pamphlet can be distributed to all lenders and
applicants, and whether or not it would be read.

If recordkeo.ping and written notice of denial were required, it
would, at the very least, ensure that both bank officers ar d appli-
cants are aware of their guaranteed rights.

6 :)
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Clearly, women-owned businesses already form an important
component of the business sector. To assure that these promising
contributors to our national economic vitality can prosper, it is
critical that we heed the signs of continuing discrimination in their
access to credit and act to remove impediments to their success.

Thank you allowing me the opportunity to share twee observa-
tions with you as a part of your hearings on women entrepreneurs.
I congratulate you and thank you for holding the hearings, and for
the heavy etendance we have among the committee members this
morning.

Chairman i ..FALCE. Thank you very muci., Lindy. I think the at-
tendance here is testimony to the affection and respect in which we
all hold you, in addition to the interest that the members obviously
have in the issue.

Since the introduction of our bill, we have heard from some indi-
viduals or organizations who oppose it, for one reason or another,
the National Commercial Financial Associati for example, and
the National Association of Credit Managers.

I think the time has come for us .x) do two things: To sit down
with Mr. Annunzio and try to get hearings on this bill in this Con-
gress before his subcommittee, and then to see is we can work with
these groups who oppose it to see if we can amend it without weak-
ening it to accommodate their concerns in return for their support.

Now, of course, if there would not be some quid pro quo, some
support to accommodate their concerns, our disposition to accom-
modate those concerns might not be as great.

Would that generally be your disposition?
Mrs. BOGGS. It certainly would be. I think you have to recognize

that some of the groups that are in doubt about the bill or opposing
the bill, have very little outright experience with the kinds of
credit that we are really talking about.

If I may say so, when we first started the Equal Credit Opportu-
nity Act for all credit, including consumer credit, we had great op-
position from many of the groups. Of course, that was finally over-
come. I remember the testimony of the immediate past president of
the American Banking Association, who came to testify in favor of
the bill. But he was immediate past president when he did so.

When the bill was completed, the legislative history of it is such
that different persons, the minority interests, the interest of the
aging, and so on, were all reflected in suggestions to the Federal
E Nerve Board for regulations.

When the first regulations wereor the preliminary regulations
were published, all of them were very pleased that their feelings
and their experiences had been included. (if coui.-e, when the com-
ments began to come in and the people who had to, in practicality,
carry out the purposes of the act, you began to get some negative
comments and some suggestions for change.

When those changes were reflected in the permanent regula-
tions, the women's organizations, the minority organizations, and
others really thought that they had been tal-cm in. They hi td failed
to comment on how wonderful the propose: regulations were, you
see.

We, the women Members of Congress, which included several mi-
nority women, asked the Federal Reserve ChairmanArthur
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Burns at the timeto come to meet with the leaders of these
women and minority organizations, which they did. So, there has
been difficulty in the interpretation all along.

I think we have been able to meet all along the requirements of
the people who feel that they are still discriminated against and
are still having trouble, and the requirements of the groups that
are charged with the application of the regulations. So, I think
there is no reason to assume that we cannot satisfy those needs in
this instance as well.

Chairman LAFALCE. Good.
Well, I look forward to working with you more closely. I would

like to do something in the next month.
Mrs. BoGGs. Thank ! ou.
Chairman LAFALCE. Do other members of the committee have

questions or comments they would like to make?
Mr. HAYES. I would just like to commend my colleague for

having introduced this much-needed piece of legislation. I want to
let you know I fully support it. There is no question about the diffi-
culty that women entrepreneurs have in trying to seek social fi-
nance, particularly among minorities.

Thank you very much, Mr. Chairman.
Chairman LAFALCE. Thank you. Any others?
Mr. Lancaster.
Mr. LANCASTER. I would like to add my welcome and thanks to

Mrs. Boggs for her leadership and testimony this morning.
Mr. MARTINEZ. Mr. Chairman, I would like to add my commenda-

tion to Mrs. Boggs. It surprises me when people in a position to use
common sense don't. Women in business who want a commercial
loan are going to have substantially the same kinds of collateral
and situation as a male. Why someone in a position to make that
loan would deny a woman under the same set of circumstances is
beyond my wildest imagination.

It never ceases to amaze me that these situations have to be cor-
rected by law when they should be corrected by common sense. I
commend you and the chairman for introducing this bill.

I think we have to make it known that there is no distinction
between a commercial loan and regular credit.

Chairman LAFALCE. Based upon the comments of all the mem-
bers, I would assume all wish to cosponsor our bill. So ordered.

Mrs. BoGGs. Thank you.
Chairman LAFALCE. If there are no further comments, Lindy,

thanks a million.
Mrs. BOGGS. Thank you very much, Mr. Chairman, and all the

members of the committee.
I may mention that my colleague from Kansas has been a leader

in these regards as well. Thank you so much.
Mrs. MEYERS. Mr. Chairman, may I say that I may be a cospon-

sor of the bill. I am not sure, because of my participation in the
Coagressional Women's Caucus, but I do congratulate you for intro-
ducing the bill and for working so hard on this, in this area. Thank
you.

Chairman LAFALCE. Mrs. Meyers, I am sure that you are, and if
you are not, you are retroactively.

Mrs. BOGGS. Thank you very much.

7 0
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Chairman LAFALCE. We will now hear from a panel on business
owners or individuals involved in Government with respect to
women in business. Ms. Barbara Gentry, director of the Women
Business Owners Service, Michigan Department of Commerce; Ms.
Christine Bierman, president of Colt Safety, Inc., St. Louis, MO;
and Ms. Mary Jordan-DeLaurenti, president of Jordan-DeLaurenti,
Inc., Dallas, TX.

It surely is a pleasure for us to have the three of you before us
today. What I will do, without objection, is put the entire text of
your remarks in the body of the record at this time. If you wish to
read them, fine. If you wish to summarize them, fine.

Whatever you do, I hope you can do it within, say, no more than
10 minutes each. Then we will have time for questions. Without ob-
jection, the testimony of the three witnesses will be included in the
record.

First we will hear from Ms. Gentry.

TESTIMONY OF BARBARA GENTRY, DIRECTOR. WOMEN BUSI-
NESS OWNERS SERVICES, MICHIGAN DEPARTMENT OF COM-
MERCE

Ms. GENTRY. Mr. Chairman and esteemed members of the Small
Business Committee, as the director of Women Business Owners
Services in Michigan's Department of Commerce for the last 5
years, and also as a business owner for the past 13 years, I want to
thank you for this opportunity.

Chairman LAFALCE. Ms. Gentry, when Jim Blanchard served in
Congress, he served with us on the Banking Committee with Lindy
Boggs and myself. He brought a good many of his staff at that time
from Michigan with him.

Were you on his Washington staff?
MS. GENTRY. NO; I was not.
Women Business Owners Services has recently been recognized

by the U.S. Department of Commerce as the most outstanding pro-
gram in the United States providing the most comprehensive eco-
nomic development initiatives for women entrepreneurs. It is from
this experience that the following testimony is presented.

Our free enterprise system is based on the premise of equal op-
portunity for all. But for small businesses in startup or business
growth stages, access to capital is not a level playing field. There is
definitely a problem.

Women's business startups are experiencing a growth rate of 9.4
percent annually. Yet, this growth is being restrained by the un-
availability of capital due to systematic discrimination in the lend-
ing practices. The impact of this discrimination is causing women
to start businesses undercapitalized.

Systematic discrimination impacts a women's traditional experi-
ence in the workforce and limits her income. This affects the
amount of collateral and assets she has been able to gain. A well-
known rule of thumb is in order to get money, you must have
money.

Women traditionally do not have sufficient assets, access to fi-
nancial markets, or access to family assets.

7
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Perceptual discrimination further limits access to capital. In July
1986, Michigan held four public hearings concerning access to cap-
ital for women business owners. Testimony given by the 435
women business owners identified one overriding concern. In their
opinion, women do not have equal access to credit and are discrimi-
nated against in the business and loan process.

Lenders perceive women-owned businesses as high-risk invest-
ments due to misperceptions about women's ability, experience,
and commitment to operate successfully. Women are, therefore,
charged excessive amounts of interest and collateral, up to five
times the amount of the loan, and cosignatures are required for
husbands, fathers, or sons when women have attained personal
credit in comparable amounts.

Traditional banking lending policies have a discriminatory
impact on young companies which have not accumulated sufficient
assets or resources to meet the loan criteria. This is especially true
for serve sector businesses, because they possess few tangible assets
which banks require as collateral for most loans.

This has an impact on women business owners because in Michi-
gan, 84 percent of all businesses owned by women are in the cate-
gory of service, wholesale or resale.

In 1987, a Touche Ross Michigan study surveyed 3,400 women
business owners and received responses from 18 percent, 621. This
survey showed that while 69 percent of these women business
owners approached banks and lending institutions, only 14 percent
of the capital used to start their enterprises came from lenders,
with more than 70 percent coming from savings and earnings, and
another 15 percent from friends, relatives, and private investors.

This reliance on their own earnings and savings, despite the tra-
ditionally low earning power of women in the workforce, resulted
in 80 percent of the businesses being capitalized at under $20,000.
Only 5 percent of the women in the survey started their businesses
with more than $75,000.

These Michigan businesses were not part-time ventures or home-
based enterprises with no plans for expansion. The survey showed
that 66 percent of the respondents are corporations, 86 percent op-
erated full-time ventures, and that 80 percent leased or owned
space. Most important, from an economic development perspective,
was the fact that almost half, 47 percent, were considering expand-
ing in 1987.

It is critical to point out that the data collected from IRS about
the revenue of women business owners is incomplete. The $100 bil-
lion to $200 billion annual revenues represent sole proprietorships,
partnerships, and subchapter corporations only. The data does not
reflect the U.S. corporations owned by women.

In Michigan, in 1983, IRS reported that 111,620 women-owned
nonfarm businesses created $1,087,487,000 in sales. The recent
Touche Ross survey, polling the top 50 women business owners, in-
dicated that their corporate revenues for 1986 exceeded $867 mil-
lion. Therefore, the actual economic impact of just these 50 addi-
tional corporations would almost double the gross revenues report-
ed by IRS in 1983.

As a result of these barriers, the area of greatest risk for women
business owners continues to be the necessity to start undercapita-
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lized businesses which significantly reduces their ability to be com-
petitive.

The impact of undercapitalization and lack of capital from tradi-
tional sources limits the potential of growth for women-owned busi-
nesses. As businesses expand, growth capital, the permanent work-
ing capital needed to sustain growth, is not available either inter-
nally or externally.

Data gathered ii he Touche Ross survey indicates that 31 per-
cent of the companies that started with less than $20,000 in capital
were grossing over $100,000 in 1986. While 65 percent of the com-
panies that started with $20,000 or more in 1983 were grossing over
$100,000.

In the Michigan Touche Ross survey, over half, 52 percent, of
these Michigan business owners were operating with a bank loan

any kind. Yet, these were not new businesses. Only 8 percent of
the survey respondents had been in business for less than 2 years,
64 percent had been in existence for at least 5 years, and 32 per-
cent of these more than 10 years old.

In terms of size, 41 percent of the respondents indicated that
their businesses grossed more than $100,000 a year, and 54 percent
employed more than four full-time and part-time employees. This
is all large.

When bootstrap financing is necessary, when a company has to
rob Peter to pay Paul continually, the growth is slower and more
cautious. It is as if these companies must save their money in order
to afford the luxury of growth.

Some States have addressed the issue of capital, and the State of
Michigan has implemented two major initiatives: The Capital
Access Program and the BIDCO Pror-am, to increase access to cap-
ital for small- and medium-sized Michigan businesses.

It is important to point out the greatest challenge of our office
has been to get State and local economic development policy and
decisionmakers to include this existing growing segment of small
business.

The issue is not only syb,,,matic and perceptual discrimination, it
is even more serious. Women business owners are not even thought
of, let alone considered, in policy decisions. It is one thing to be dis-
criminated against. It is another to not even be thought of or in-
cluded in decisions.

Without the specific intervention of Women Business Owners
Services, our office, I doubt many of our programs would have
worked. Attitudes change before behavior. Someone must be there
to advocate on behalf of women business owners to raise conscious-
ness and seize opportunities. This is a challenge ahead of us
throughout the United States.

In conclusion, I want to stress the market value of women busi-
ness owners. Savvy profit-oriented companies in Michigan like
Touche Ross Accounting Agency have recognized it. Their commit-
ment is not the least bit altruistic. It is about growth potential,
theirs as well as their client's.

It is imperative that public national policymakers, such as your-
selves, think strategically in our changing economy to maximize
this resource, the fastest growing segment of small business.
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Women sole proprietors contribute between $100 billion and $250
billion to the national economy in spite of all the restrictions men-
tioned earlier in this testimony. What kind of growth and impact
could be created without the hindrances?

The strong participation of this vigorous segment not only con-
tributes more diversity and resilience in our economy, it vests even
more actors with a vital stake in staying competitive and an inter-
est in making our national economy strong.

To conclude, I have eight specific recommendations. Their enact-
ment by Federal regulatory agencies would do much to open doors
now closed to women business owners, and unlock their potential
for job creation and economic growth.

One, adopt a specific affirmative action program to help women
business owners overcome traditional lending practices that limit
their access to financing.

Two, support the present legislation introduced by Representa-
tive John J. LaFalce and Representative Lindy Boggs regarding the
Equal Credit Opportunity Act of 1974.

For women-owned businesses, the Equal Credit Opportunity Act
of 1974, ECOA, is a missed opportunity. It had the potential to
eradicate barriers that have limited the ability of women-owned
businesses to acquire business credit. Although the act requires fi-
nancial credit institutions to make credit available equally without
regard to sex or marital status, many of its provisions have been
interpreted not to apply to business transactions.

Three, expand the bank examination process to examine for com-
pliance with the ECOA's prohibition against sex discrimination in
business lending and to include data collection on commercial
loans granted or denied to women business owners.

Four, develop a rating system to be incorporated into the exami-
nation and implementation of the Community Reinvestment Act to
measure the impact of the lenders' loan practices toward satisfying
the credit needs of women business owners.

Five, sponsor educational programs instructing lending institu-
tions how to review loan packages for soft asset companies based
on cash-flow analysis, rather than asset-backed financing.

Six, reverse the conservatism of the SBA 7(a) guaranteed loan
program and develop new policy that reflects the borrowing needs
of today's economy to include soft asset loans, particularly for
women business owners.

Seven, improve the quality and information about small business
growth in the United States by expanding the County Business
Pattern data to include women-owned status and business type,
sole proprietorship, partnership, or corporation.

Eight, enact legislation authorizing the implementation of a Na-
tional Capital Access Program, and a National BIDCO Program for
women business owners, based on the models being developed so
successfully in Michigan.

I look forward to the day when women entrepreneurs are free to
focus their energies and talents on growing their businesses and
creating jobs, instead of pushing the rock of systematic and percep-
tual prejudice up the hill again and again With your help, we can
give women business owners the tools the v need.

Thank you.
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Chairman LAFALCE. Thank you, Ms. Gentry.
[Ms. Gentry's statement may be found in the appendix.]
Chairman LAFALCE. Our next witness will be Ms. Christine Bier-

man from St. Louis, MO

TESTIMONY OF CHRISTINE BIERMAN, PRESIDENT, COLT SAFETY,
INC.

Ms. BIERMAN. Mr. Chairman, members of the committee, I am
honored to be here today to tell my story, my struggles, my success,
my passion, and my dreams with you.

I would like to introduce my businesses. I am 100-percent share-
holder. This is on your last page. You have a copy. Three corpora-
tions. Colt Safety, Inc., founded in 1980, to warehouse and distrib-
ute safety products such as hard hats, respirators, safety glasses
and goggles, steel boots, and gas detection products.

We distribute to local industries in about a 200-mile radius of St.
Louis.

My second company is GFG America Gas Detection, Ltd. We are
the exclusive U.S. importers of gas detection products of Gesell-
schaft fur Geratebau. These products are sold nationally through
safety products distributors. Projected 1988 sales are $500,000.
Number of employees are three.

My third company is Safety Technologies, Inc. We incorporated
in October 1987 to maintain, calibrate, and repair all GFG electron-
ic gas detection products, all Enmet gas detection products, and all
Survivair respirators. Projected 1988 receipts are $50,000. Number
of employees are two, one full-time technician and a full-time engi-
neer.

I have been approached to purchase my fourth corporation. I
don't know if I am going to be able to get the banking for that. But
a safety house in Fort Worth, TX has approached me. They want
me to buy them out. So, we will see how that goes.

Today, I will be focusing on Colt Safety, Inc., the oldest of my
companies and the one also in need of money and all kinds of
work.

I want to be a business owner, not a woman business owner. I
would prefer to do business without taking special account of my
gender. I am one of less than a handful of female safety products
distributors in this country.

I started this company in 1980 at the suggestion of my husband,
who offered me office space and a telephone in his machine tool
dealer business.

I have never expected anything to be handed to me on a silver
platter. I realized that starting a new business would be a constant
uphill struggle, and I was willing to sacrifice a lot to make it work.

My roots are from a small southern Illinois town and a middle-
class family. I have a BS degree in education. I taught high school
journalism, English, and physical education for 6 years, and then
founded Colt Safety, Inc.

I brought nothing to this business, no family money, no MBA,
and no expertise in the safety field. The only thing i hat; wZt3 a pas-
sion to succeed. I am a strong believer in the "American Dream." I
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believe any person can do anything they set their body, soul, and
mind to.

With this philosophy a part of my life, I refused to fill out
woman enterprise business forms. I never solicited that kind Pc
business and certainly never expected it. But over the course of ?'
years in this business, I found out I could not be as good as my
competitors, I could not be anyone's equal. I had to be better.

My metropolitan industrial area is a $40 million marketplace. A
major defense contractor in St. Louis spends $1.5 million a year on
safety products. In 8 years, I have done $2,000 worth of business
there. I have been refused bid solicitations by this company, and
the excuse has been that all they need are three bids, and since
there are six safety houses in St. Louis, they do not need me.

So, there are no Government set-asides or what I call "token
business" waiting to drop in my lap. In many cases, I am not even
given a fair chance to bid as an equal, which is all I have ever
asked for.

In spite of negative and uneducated attitudes of people in my in-
dustry, Colt Safety, Inc. has grown. In 1987, we doubled our sales,
making it our first million-dollar year, and we are currently on
target for tripling those numbers for 1988. We employ 14 people. In
1987, I paid $61,144.20 in combined withholding, sales, and unem-
ployment taxes. I have tale-n 3 of those 14 people off of unemploy-
ment rolls, and that makes me feel proud of my American Dream.

An inevitable evil with a rapid growth is cash-flow problems. I
have been turned down for a loan by every bank in St. Louis. It
always got down to the question of personal assets and can you
bring your husband back to sign? This, to me, is blatant discrimina-
tion.

Through some political connections, I met the owner of a minori-
ty bank in my town, and made my appeal to them on a very
human level, accompanied by a loan package that showed definite
growth and assets.

That banker introduced me to MO BUCKS, set up by the State of
Missouri to help small businesses at a low interest rate. Neat idea,
but most banks didn't want to deal with it because it entailed a lot
of paperwork and less of a return on their money than if they were
dealing with the real corporate world.

With my banking relationships finally in place, we grew more.
By the way, nr, husband did have to sign for my MO BUCKS

loan also, but I was not in a position to argue. A year later I went
back to my minority bank for more money and was informed that I
grew too muchevidently they had a commercial lending limit,
and I had reached that limit. They said they would give me glow-
ing referrals to any bank I chose to solicit.

So, once again, after a year of comfort, I will be forced into beg-
ging bankers and proving to them that I am for real and that, yes;
I really do sit at the helm of this safety supply company.

On a more positive note, in January 1987, I was told about
Southwestern Bell Telephone Co.'s aggressive policy on procuring
from minority and women-owned business. I did fill out their -
forms. I was asked to bid on their safety glass contract for their
five-State area.
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We won that contract and have gone on to win a contract for
their protective clothing and respirators for asbestos removal at
their facilities. Because we are a woman-owned enterprise, they
gave us a chance to earn their business.

It is my goal that through this testimony I can help to humanize
the process of allowing women enterprises to do their jobs as equals
in the business world.

Chairman LAFALCE. Thank you very much, Ms. Bierman.
Our next witness is Mary Agnes Jordan-DeLaurenti.

TESTIMONY OF MARY AGNES JORDAN-DELAURENTI, PRESIDENT,
JORDAN-DELAURENTI, INC., DALLAS, TX

MS. JORDAN-DELAURENTI. My name is Mary Agnes Jordan, also
known as Mary Jordan-DeLaurenti, and I am the president of
Jordan-DeLaurenti, Inc., [J -DL}. Jordan-DeLaurenti, Inc., is a man-
agement company specializing in training and contract services for
the Government.

I started J-DL on January 5, 1975, as one employee embarking
on a management consultant career. At that time I knew one
thingthat I wanted to see what I could accomplish on my own. I
had been laid off by General Motors the previous May and decided
that if there was no security with such a large company as General
Motors, then there was no such thing as security with any compa-
ny. That recognition produced a sense of self-dependence. Fears of
marching off on my own with no financial resources or backing
and with only the moral and financial support of my husband of 2
monthshis salary fed and sheltered mewere reduced.

After 2 years of building my training capability with Govern-
ment and business, I was ready to hire a second employee. In order
to accomplish my marketing plan, I needed financing of $10,000. I
was denied by several banks because I was female, so I just put my
nose to the grindstone and worked harder and longer without the
employee.

The following year, I put together another business plan for a
loan of $10,000 to expand the business. Again I was rejected. The
laws were only beginning to take hold for women's personal credit,
and there was no protection for business credit for women. I decid-
ed to fight.

The reason given to me for the first rejection was that I was a
woman, and the bank had no loans to give to women. The second
rejection by the same bank had a different, more subtle, reason.
My business plan was not sufficient. When I asked what I could
add or change, the president indicated that my husband needed to
submit a personal financial statement.

When I indicated that my husband had no financial or personal
interest in the business, the president asked me, "What kind of
marriage do you have, anyway?" Very calmly and sweetly, I said,
"Now, Curtis, you know you can't ask me that question." The
Equal Employment Opportunity Act at least made him aware and
gave me the courage to persist.

I finally asked him to humor me. I wanted to dramatize some-
thing for him. I told him I would leave his office, and I would close
the door, open it again and reintroduce myself as Mary Agnes



72

Jordan, single woman, owner of J-DL, Inc., and would he please
review my application and my personal financial statement, and
see if I qualified for the loan.

I did exactly that. My drama worked. He reviewed the applica-
tion as I sat there. Having completed the review, he raised his eyes
in amazement, and said, "I know this loan committee isn't a bunch
of male chauvinists." I told him he was probably right. At this
point I just wanted my money.

Getting that $10,000, even if it did take 2 years, proved to be
easier than getting $100,000 when I needed it 2 years later. I sub-
mitted my request for a loan with my business plan to several
banks. Again I got the same story, I was too high a risk. It was
1979 and our sales were $220,000. They had grown 120 percent
since 1978 and at least 100 percent every year since I started the
business.

I applied for an SBA guaranteed loan. I was rejected. My credit
record was excellent. I had not missed a single payment on the
$10,000 loan. My marketing of Government contracts and the sup-
port of a wonderful woman friend encouraged me to pursue SBA
8(a) certification.

I was rejected by the SBA for the certification because I was a
nonminority female. Disadvantaged nonminority males had been
accepted into the program. At every level of appeal to the SBA, I
was rejected and insulted. This led to 3 years of litigation, partially
supported by the Women's Legal Defense Fund. Persistence tainted
by controlled anger and frustration resulted in a successful settle-
ment 2 days before the final date for a court trial.

Now the work began. I again was rejected by the banks, but this
time I was able to use the SBA guaranteed loan program and suc-
cessfully borrowed $100,000. That was the beginning of J-DL's ex-
pansion. It was the year 1980.

I would not be testifying for J-DL today without this loan. It gave
J-DL the basis to engage in large Government contracts. Although
my experience with gaining credit happened 8 to 10 years ago, they
are not outdated. It is still happening to women in emerging busi-
nesses. Growth depends on capital. Banks are in the business of
providing this capital, but it appears that with nearly 30 percent of
businesses owned by women in 1988, the banks are not in business
to loan to this large portion of the economy.

Banks in Texas, as you all know, are having their own problems.
I am not asking them to take unreasonable risks. I am asking tiv'm
to apply the same criteria for loan approval to emerging business-
es, whether they be male- or female-owned.

I am asking Congress to assure that this is done. ECOA, the
Equal Credit Opportunity Act, does not cover equal access to credit
for women business owners, and almost every banker knows this.
We need laws that will provide access to credit and access to clp-
ital.

I would also like to add some testimony on procurement for
women-owned businesses.

Being SBA 8(a) certified was a business issue for me, not a social
cause. Jordan-DeLaurenti, Inc., is a successful business today be-
cause we market heartily. I pursue business. My staff is extremely
competent and dedicated. We watch our cash-flow and our business
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and accounting practices carefully. We are proud of the work we do
for our customers.

8(a) was not a gift. The contracts do not come as gifts. What 8(a)
has done for J-DL is to provide it with equal access to do business
with the Federal Government. It is no different than the equal
access laws Congress has created for personal credit for minorities
and women, nor for equal access to education.

SBA 8(a) certification has given me an opportunity to create a
business and to nurture that business into a $5 million operation.

Mr. Chairman and members of the committee, respectfully I
submit that the 8(a) program does not cost the American people
money. It contributes money to the public coffers. J-DL supports
175 families. All of them pay taxes. This year alone J-DL and its
employees paid $729,182.94 in Federal taxes.

Had I not been successful in my legal pursuit of 8(a), I guarantee
you I would not be head of a company that does defense contract-
ing with the Army, Navy, and Air Force. Women-owned businesses
have very little opportunity for equal access to defense business.
The barriers are too great. Very few women have had military ex-
perience, therefore, few understand the internal workings, nor do
they have the credibility with defense procurement or program
people. But they have services and products that defense uses, and
they can hire people who understand the military, as I did.

There are no programs for women-owned businesses that work.
There is much talk but very little action. The programs have no
force of law. There is no requirement for Government agencies or
prime contractors with WBE's, in spite of all the legislation. We
need these requirements. Women must have equal access to con-
tracting.

We are not asking for a gift, we are asking for equal access. This
access must be in the form of either the 8(a) program or a new pro-
gram for all women.

I believe your records will indicate that access to the 8(a) pro-
gram for women of all races is next to impossible. Although the
large portion of nonminority women who have 8(a) certification
obtain it after some form of litigation, it is not much easier for mi-
nority women to gain 8(a) approval.

I support a Federal Government access program for women-
owned businesses, and I urge you to pass the legislation to obtain
this goal.

I want to thank you for the opportunity to testify before you
today.

Chairman LAFALCE. Thank you very much, Ms. Jordan.
Let me ask a few questions before we turn to the other members

of the committee.
Ms. Gentry, your first recommendation was to establish offices

for women business owners in each of the 50 States.
About how many States right now have such offices?
Ms. GENTRY. According to Charlotte Taylor's report, there are

approximately five offices that are specifically designed to deal
with the economic development issues of women. Most of the of-
fices that have been established have to do with the procurement
or set-aside programs. They deal specifically with that and not nec-

-
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essarily the issues that affect the economic development policymak-
ers.

In my region, Michigan, Ohio, and Illinois, those are the three I
know of. I believe there is one in Louisiana and another in another
State. So, there are five. None of them have the staff nor the finan-
cial resources that we have. They are one-person operations.

Chairman LAFALCE. Is there any Federal role that you might en-
vision, any catalytic role that we might have in establishing cr
helping to establish these offices for women business owners in the
States?

Ms. GENTRY. I contemplated this. On a Federal level, I think it is
crucial to point out that we have within the State of Michigan
begun to see that our customers are really the fastest growing seg-
ment of small business. They just happen to be women.

On a Federal level, I think something needs to be addressed
about the existing market that is growing and growing and impact-
ing the economy.

When you talk about this fastest growing segment in small busi-
ness and then say it is women, that is when the perceptions are
askew.

On the national level, I would like to see a policy that addresses
that existing growing segment. There is nothing, you have to do.
We don't have to spend our time encouraging women to start busi-
nesses; they are doing that. So, the opportunity that is here is to
take advantage of it.

To encourage on, a national level, specific programs for the fast-
est growing segment of small business, I think that would address
that issue.

Chairman LAFALCE. Your first recommendation would be to
adopt a specific affirmative action program to help women business
owners overcome traditional lending practices that limit their
access to financing.

Can you flesh that out a little? Have you done that in Michigan?
Ms. GENTRY. What we have begun to do in Michigan is work on a

county-wide basis In Michigan, when we began this program, one
of the things we found out was that within the banking industry
there is not only a problem in the area of ;ending, but there also is
a problem in the area of management hiring practices. You will
find a predominant amount of females working in the banking in-
dustry; you will not find them in commercial lending

Over the past few years, t11_, management expel iences in com-
mercial loans to women have grown. You will find women in
charge of trust accounts, personal accounts. In 1983 in Michigan, 3
percent of all commercial lenders in Michigan were women. I was
going into communities where there were no women commercial
lenders. Today, that number is about 10 percent. I would venture
to say that probably holds true around the United States.

Chairman LAFALCE. I am not saying that this would be adequate
or fast enough, so don't misund,'rstand me. But do you think the
problem that women have in accessing capital will be self-correct-
ing in part by virtue of the fact that more women will become in-
volved in commercial finance, and more women will be decision-
makers?
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When I graduated from law school there was one woman in thegraduating class, and today it is not just one, it is 50 percent invirtually every law school class across the country.
In the future, in 5, 10, or 20 years, aren't 50 percent of the com-mercial loan officers going to be women? I know that is going to bemuch too slow, but don't you think that is going to happen eventu-ally?
Ms. GENTRY. I don't know. It is as if the banking industry is theopportunity for economic equality. I would hate to wait and seewhat happens. I don't know how many bank presidents of theUnited States are women, but I would bet we can count them onboth hands.
Chairman LAFALCE. Pi esidents are one thing and commercial

loan officers are another. I am sure that day will come with respectto bank presidents.
We had a seminar in my district in December. I wanted onlywomen as participants in the seminar. I had a tough time decidingwhich loan officers and vice presidents of banks to pick, becausethere were so many women in very, very high ranking commerciallending positions.
I wonder what type of affirmative action program we might tryto suggest to help women business owners to overcome traditional

lending practices that limit their access to financing.
This is your realm.
Ms. GENTRY. Not only looking at the hiring practices of the bank-ing industry, but also the loan practices. There seems to be anoverriding attitude about women in the banking industry.
In Michigan, we have been able to encourage banks to hire morewomen commercial loan officers. That has speeded up the process.Attitudes change. When you begin there is an enormous reluc-tance. There is a lot of fear. When all the change happenssome-times it is forced and sometimes it is notmost people then say itis not as frightening as they thought it was going to be.
We now have commercial lenders who are women, in countieswhere they never had them before. It has enormously helped theprocess itself. What I am talking about is aot only the managementand hiring practices of women in the banking industry, but it alsohas to do with the perceptual discrimination that women experi-ence.
If they begin to work with women, they will begin to experiencethe creativity and talent that is there. Lenders come to the tablewith their experiences and that is how they make decisions- aodalso their biases, so it is an opportunity 1m heal those biases.
Chairman LAFALCE. Well, I agree with you regarding the bill Iintroduced.
Now, the bank examination processwhat is that right now?Does it not examine for compliance with the Equal ( -edit Opportu-nity Act prohibition against sex discrimination?
Ms. GENTRY. Not necessarily. When women go in for commercialloans, there is no record. As you know, when a lot of women whogo in and talk about loans, that is not even recorded. They are dis-couraged before they have an opportunity to make a loan applica-tion. So, we don't know how many women even make applications.



76

,,ve had conversations with bankers who say we wish more
women would come in for loans, but today we hear testimony that
women are continaally asking for loans. There is no way to prove
loan applications. There is no way to prove how many loans were
neither granted nor denied.

Chairman LAFALCE. I have a few more questions, but I think I
will defer my questions until after the other members of the com-
mittee have had an opportunity to ask questions also.

Mr. Ireland, do you have any?
Mr. IRELAND. Thank you, Mr. Chairman.
I would like to pursue some questions concerning access to cap-

ital.
Before I came here 11 years ago, I had been in the banking busi-

ness for a long time, and 25 years ago in a rural Florida town I
made a conscious effort to have women vice presidents, much to
the horror of my competition. These women ran circles around
other banks. We grew from an $8 million bank to a $108 million
bank in about 5 years.

I say that only to say that I agree with you. The record in lend-
ing to women and having women making the loans certainly was a
very big part of our large success.

It does concern me about access to credit. I know that there are
bankers out there, I know them, I have seen themthey get all
nervous and don't know what to do and their lawyers tell them
that they have problems in not having husbands on the loan. That
has nothing to do with the credit operation; it has to do with if
somebody doesn't pay, how do you get to court to get the money
back. Truth to tell, women are just like other people, sometimes
they can't pay also.

Leaving that part aside, I think there is a lack of enlightenment
out there that needs, candidly, a kick in the fanny from time to
time. All of this is to lead up to the fact that I was struck by the
DeLaurenti testimony. "Banks are in the business of providing this
capital, but it appears that with nearly 30 percent of businc;ses
owned by women in 1988, the banks are not in business to loan to
this large portion of the economy.

Do each of the others of you believe that banks are in the busi-
ness to lend capital? Do you agree with the statement that banks
are in the business of providing capital?

Ms. GENTRY. They are in the business of making money, and one
of the ways they do that is to lend money.

Mr. IRELAND. For capital.
Ms. GENTRY. Yes, sir.
Mr. IRFLAND. Do you agree with that?
Ms. BIERMAN. Yes.
Mr. IRELAND. When our banks were separated as a result of the

crash of 1929 and the Depression, investment banking was taken
away from commercial banking, and a banker who makes an in-
vestment per se is violating the law. So, we have told our banks
historically that they should not be making capital loans. If you
are a banker, you can make a certain number of long-term loans,
but the examiner will say you are not in the business of making
capital loans, you are in the business of making commercial loans.
Investments are for the SEC.
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I bring that up before you beat up too badly on bankers. Thiscountry, in its wisdom, took capital lending away from our com-mercial lending system.
There is limited awarene,..., that bankers are r^stricted frommaking capital investments of any kind as an investment, and, asto loans, they are greatly restricted in making long-term loans andcan be severely criticized if the proportion of those loans goes up.So, with all that in mind, I have been quite concerned that weare doing so little, not just for women business owners, but for allsmall business owners, by creating a market imperfection by ourlaws. In other words, taking banks out of the investment businessand not providing anything to fulfill that market imperfection.I think in Missouri you referred to something similar to Michi-gan, a State-run operation?
Ms. BIERMAN. MO BUCKS was set up by the State of Missouri.I don't think we have an organization other than the SBA thatdoes what her organization does. If they do, they are not as aggres-sive as her organization. They would be in Ke.isas City or St.Louis, and I would know about them.
MO BUCKS is a State-run program. I I- .d to make a trip, anhour and a half through country roads, to get to the State Treasur-er and tell him no one knew about it in St Louis, and I asked himhow we could get it known that this $20 million was available forsmall businesses, not just women;.
Mr. IRELAND. Did your husband have to sign the loan, as well?Ms. BIERMAN. Yes.
Mr. IRELAND. Did you think differently about that, from a legalstandpoint?
Ms. BIERMAN. I understood since he owns half the personalassets, and I own the other half, that he had to sign. I know thewives of many nle borrowers do not have to sign when the housesaie put up. Wives don't have to, but husbands have to because ofthis.
Mr. IRELAND. In the Touche Ross report, there were two ques-tions that stood out to me.
"Does your business have a business plan?" 43 percent said no.That sounds like something that might need correction within theranks.
The other says, "I:Jw do you feel you were treated at the lendinginstitution? Were you treated fairly?" 67 percent said yes.How do you reconcile that?
Ms. GENTRY. In the back there was a place for comments. In thecomments section, 8f percent complained about the banking rela-tionships, which eschewed what ,hey said. It was conflicting testi-mony. We could not figure it out either.
We recognized later that we did not frame the question correctly.We have changed the question to get the point we really want. So,we hope to have clear information about that.When they responded in writing in the back, they talked aboutthe tame things we are talking about today, the figures that arerequired and continue to be required. Even though the womenhave been in business for 5 or 10 years, every time they go to thebank the husband has to sign for the loans.
That t0stimony is available. I can submit that for the record.

L
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Chairman LAFALCE. Thank you.
[The information may be found in the appendix.]
Chairman LAFALCE. I want to point out that whenever you ask a

question about capital, there are different ways of defining capital.
Mr. IRELAND. I think she said the right thing, get the money
Chairman LAFALCE. If you go to a bank and say do you have

legal ability to give me legal working capital, you might think they
have the legal authority to do that.

Mr. Hayes.
Mr. HAYES. Let me explain to the panelists that my pursuit is

quite different from the ex-banker down there. I do want to make
it clear that I woula like to know from all of you, currently how
many employees do you have?

MS. JORDAN-DELAURENTI. J-DL has 175 employees.
Ms. BIERMAN. I have three corporations, 14 in one corporation, 2

in another, and 3 in my third corporation.
Ms. GENTRY. At the present time I own my real estate invest-

ment company, and I am the small owner. LI) to a year and a half
ago, I owned a small manufacturing company and employed 8
people.

Mr. HAYES. Am I correct that all three of you are supporters of
H.R. 1397, the proposed legislation?

MS. JORDAN-DELAURENTI. The Boggs-LaFalce legislation bill?
Mr. HAYES. Yes.
MS. JORDAN-DELAURENTI. Yes; definitely.
Mr. HAYES. You mentioned, Miss Jordan, that you are supporters

because you have been a benefactor of the SBA (8a) program.
MS. JORDAN-DELAURENTI. Yes; that is correct.
Mr. HAYES. Do you have any specific suggestions as to how yo_i

think it would be improved?
MS. JORDAN-DELAURENTI. Yes; they don't happen to be in the bill

that happens to be pending. I don't know the status. Has it been
passed in the House?

Chairman LAFALCE. There was one bill that was initially intro-
duced, and that went through many, many changes. We did pass,
through the full committee and the House of Representatives, a
bill to reform the SBA 8(a) program. I don't know whether the bill
we passed will be the bill that you are knowledgeable about and
are now going to comment on.

Ms. JORDAN-DELAURENTI. Yes; I think that is the one. There is
also one in the Senate at this point.

Mr. HAYES. There is one in the Senate that is somewhat similar,
but there are some dissimilarities.

MS. JORDAN-DELAURENTI. One of my difficulties, Mr. Hayes, is
that I believe the whale point of SBA (8a) is to look at people who
violate the rules of SBA (8a). There are so many good, good con-
tractors who are doing very well, and I think they are forgotten
about. I really believe that bill was made for those people who vio-
late, as many of our laws are, rather than to support the people
who are abiding by it.

I believe one of the things that needs to be changed is that the
category for women, not totally women but women who qualify for
small and disadvantaged, needs to be open 1 up. That is not hap-
pening and does not happen now. So, in response to that, I think
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that is one of the things that needs to be changed. Sametimes theviolators are not necessarily the SBA (8a) companies. There aresome changes that you did make in response to the way the act isbeing administered that needs to be changed also.
Mr. HAYES. I happen to be the husband of a female business

owner. My wife is a certified small business operator who has beenstruggling for survival, so I know particularly what you are saying.I actually think she has more strikes against her than you do, as ablack woman.
Ms. JORDAN-DELAURENTI. Definitely.
Mr. HAYES. What did you use as collateral to get your first$10,000 which you struggled so hard to get?
Ms. JORDAN-DELAURENTI. I had contracts and tried to assignthose contracts to the back at that point, and they would notaccept them. That was high risk. That even happened to me lastyear. I had Government contracts, and I needed for those for atleast the first 90 days. You all know how long it takes to get some-thing going and get paid by the Government. We say we need 90days of financing when we pick up a Government contract.
I had to talk a long time to a banker who I have done business

with for a long time to get them to accept assignment of note. Partof it is that they don't like to be involved in the paper work. As faras I was concerned the best collateral they could have was a Gov-ernment contract. We had total performance on everything we haddone. They still would not accept it immediately. They did later,but I had to bring them some people who convinced them I coulddo it, et cetera. I know what she is going through.
Mr. HAYES. Ms. Gentry you mentioned in your list of recommen-dations on number six, "reverse the conservatism of 78 guaranteedloan and develop a new policy that reflects our needs in today's

economy that reflects soft asset loans particularly for women busi-ness owners." Are you suggesting an expi.nsion of the program?
Ms. GENTRY. No; the women who have been able to use SBA (7a)

guarantee programming have had very positive experiences. InMichigan, some bank lending officers have said to us that the SBAGovernment program has become so conservative that there areloans they would do. They are not considered risky loans.
Mr. HAYES. You are conscious of the fact that the survival is injeopardy?
Ms. GENTRY. Yes; I do, and I believe by expanding-
Mr. HAYES. Do you have any influence with the administration

at all? Thank you, very much.
Chairman LAFALCE. Mr. Hiler. Mr. Holloway.
Mr. HILER. Not at this time.
Mr. HOLLOWAY. I just want to make a brief statement to say thatI think everyone who is in business, it doesn't take them long untilthey wish they were a banker, because so much of the time you areworrying about the banks. It seems like the only person wht; canget credit is the person who doesn't need it. There is a tremendousneed in America. I don't know my feeling toward what the Govern-

ment role is in trying to lead on to entrepreneurship. I think some-time we need to fight that battle.
I started with a small business and worked on my own to build itup. There are many things we can do to encourage it, and I think

bj
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there is a role that we can play to help small business. I think we
need to proceed with extreme caution when our role is trying to be
paid in business life. Too often we jump into things in the business
life, and we run into more problems than we solve.

I think all small businesses have a problem with credit, and we
should look into it.

Chairman LAFALCE. I agree we have to proceed cautiously but
with great speed, because we are basically simply attempting to
deal with the discrimination that has existed and built up since
1776. That is a rather slow progress. We are trying to give the
Equal Credit Opportunity Act some application as it was originally
intended so that we can have some documentation with respect to
our personal observations regarding real, although subtle discrimi-
nation toward women in business.

One other recommendation made by Ms. Gentry was to have a
rating system built into the Community Reinvestment Act to meas-
ure the impact of the lenders' loan practices toward satisfying the
credit needs of women business owners. Do you have anything that
fleshes this out? Would you accomplish this by amendment? Would
you change the way the Community Reinvestment Act is imple-
mented and, if that is the case, how have you gone about trying to
get a change in implementation?

Ms. GENTRY. When we made this recommendation this came
forth, when we held the four public hearings around the State of
Michigan. We were at that point supporting the legislation pro-
posed at that time regarding the Equal Credit Opportunity Act. We
saw the necessity to develop a rating system intc the Community
Reinvestment Act that did not require legislation. The gentleman
who worked with me was at that time very much involved in the
Community Reinvestment Act and is now the director of the
BIDCO Program in Michigan. He felt by requiring them to report
their business, it could be done without legislation.

Chairman LAFALCE. Is this being done in Michigan right now?
Ms. GENTRY. We are in the process now of redefining it; yes.
Chairman LAFALCE. So, the Michigan banks do not now have to,

as a part of their implementation of the Community Investment
Act, measure the impact on women?

Ms. GENTRY. No, sir
Chairman LAFALCE. Well, if you have any paper that further em-

bellishes that, I ask that you submit it to me.
Ms. GENTRY. I will do that.
Chairman LAFALCE. Your next recommendation is to spo:mor

educational programs to instruct lender institutions how to review
loan packages based on cash-flow analysis rather than asset-based
financing.

Of course, I would assume that you could have independent semi-
nars or educational programs. I would think educational programs
of this nature would be most effective if they were sp-nsored by
the American Bankers Association, the Independent Bankers Asso-
ciation of America, the National Council of Savings Institutions,
the U.S League, et cetera, because they are constantly running
educational programs for their membership.

Has any effort been made, to your knowledge, to work with these
financial organizations or trade associations, to Set them in their
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conferences? For example, I returned from the conference of the
National Council on Savings Institutions in Toronto, Canada. I will
be attending another conference in Boston in June, the American
Bankers Association, for those bankers who want to reach out tosmall businesses.

Do you know if there is any organized effort to work with these
trade associations to get them to sponsor this type of educational
program within their annual, or semiannual, or monthly educa-
tional conferences or programs?

Ms. GENTRY. Mr. Chairman, I don't know the answer to that. I
can only respond to what is happening within the State of Michi-gan. I think that is an excellent proposal.

Chairman LAFALCE. It would seem to me this is something the
National Association of Women Business Owners and others might
want to do, work with these trade associations to encourage them
not to provide a special program just for women, but in their regu-lar program for everybody to have a program of this nature which
might be ^f special benefit for women.

Ms. GENTRY. I absolutely agree. The problem that we have run
up against in Michigan is, as you know, Michigan is predominantly
a manufacturing-based State. The issue of tangible assets is amajor issue for us.

For example, many women have said when they come to Wash-
ington, DC, because it is not a manufacturing-based industry here,that it is easier for them to get loans in Washington, DC, than it is
sometimes in Michigan when they have contracts here, because thebankers here have an understanding, a better understanding of
service-based loans.

When the bankers in Michigan look at loans, they look for tangi-ble assets. Even though it is a service-based company with few tan-gible assets, they still look for us. We began to talk with some ofour bankers, and right now we are talking with a statewide bank
in Michigan that is beginning to develop a special loan program ex-clusively for women-owned businesses.

They are going to incorporate our capital access program. One ofthe things we talked about was developing this educational pro-
gram. They felt that would be very 'touchy in that you would be
inferring that bankers did not know how to do this, and you wouldhave to be very careful as to how you presented this.

One of the strategies that we talked aboot was talking about the
new economy 'hat was emerging in Michigan as we shift from the
manufacturing economy into this newer economy. How were wegoing to sell the concept of having these bankers obtain, participate
in a workshop that dealt with how to finance soft asset-based com-panies without offending them?

So, that has been one of the. things we have been talking about
right now, and that is an issue that might come up nationwide, but
that is an issue that is very clear in Michigan.

Yes; they will say they understand that, but that is not how they
review their loans. They understand cash-flow analysis, but they donot look at the loans in that way. That is why they keep denyingthe loans.

Chairman LAFALCE. This is something we might be able topursue with these associations. I am wonderingI mentioned a
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number of other groups, too. I can't remember the names. But over
the years, I have had women counsel. One of them now is the as-
sistant to the Chairman of the Federal Reserve Board Others,
counsel to the Secretary of Treasury.

It seems to m -! that there is an organization in Washingtonis it
Women in Finance? Is that what it is called? There is some
gi oupit may be a national, or perhaps, it is a local group. I have
forgotten.

But I don't hear of them getting together other than for the pur-
pose of networking to know each other and, therefore, perhaps, ad-
vance themselves. I don't hear them talking about programs that
could be adopted either by Governments, whether Federal, State or
local, or by trade associations, of an educational nature.

Maybe that is something that should be pursued, also.
Ms. GENTRY. That is an excellent concept. Except this program

would benefit all small businesses, not just women only.
Chairmar. T 4FALCE. I understand that. I think it would be an ex-

ceptional benefit for women.
Ms. GENTRY. It has been 6r ^xperience when you can shift the

attention from it being women business owners, you seem to get
much greater participation than if it is this special program for
women.

Chairman LAFALCE. I agree.
Ms. GENTRY. I agree with you, that would be a marvelous recom-

mendation. Partnerships have worked very well. like that in Michi-
gan.

Chairman LAFALCE. Very good.
If there are no further questions, then IMr. Hiler; yes.
Mr. HILER. Mr. Chairman, I came in late, so if this question has

already been answered, I will read through the testimony. When
we talk about access to credit and the need for increased capital for
new businesses and small businesses, it seems to me that is a prob-
lem that is pervasive through small businesses in generalthe 15
million small businesses that exist in our economy today.

I guess from reading through your testimony fairly quickly, you
are saying it is even more of a problem for women-owned business-
es? I wasn't sure that I saw in the testimony the evidence for why
that is more of a problem for women-owned businesses than just
small businesses in general. Maybe you can help me out?

Ms. BIERMAN. I am here at the request of NAWBO, but I am a
very good proponent of small business, entrepreneurship, anything
like that. I am on the board of directors of the Small Business Coa-
lition in Missouri. I spent many volunteer hours a week working
for that organization.

I say in my testimony that I don't want to be a women business
owner. Let me be a business owner; let me be equal to my competi-
tors and everybody else out there in the face of my banker. It is
true that all small businesses have these roblems, all small busi-
nesses are undercapitalized, all small businesses have to put up
personal backing, et cetera.

As a women business owner, I see discriminations that my co-
horts in the Small Business Coalition of Missouri don't have. I had
to bring my husband in to sign that loan with me. I know many of
the people in our organization of 150 in St. Lo;tis are an SBC orga-
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nization. We work closely with SBA. They did not have to bring
their wives in to sign loans. It was not venture capital. We are not
venture capitalists.

But I am asking for operating capital. I think it could be a littlebit. I think maybe he is misconstruing it at this point in time. But
we are blatantly discriminated against.

Yes; ali small businesses are. I work hard to help change those
rules for all small businesses. I am here today for women-owned
business, but since 75 percent of our economy is based on smallbusiness, that is what I am here fighting for.

Does that answer your question?
Mr. HILER. A little bit. You were giving, I think, some very good

anecdotal evidence of what you experienced in participating in acouple of different groups. I just think of the number of small busi-
ness people I meet back in my dir.rict. When I meet those who talkabout having to get someone to cosign a loan or something, or be aguarantor for maybe a son that is starting out a small business orsomething, it seems to me that isI guess what ycu are saying is itis more endemic to a woman-owned business, but it is a problemthat is endemic to small business, I believe

Am I mistaken?
Chairman LAFALCE. I think there is a hierarchy of discrimina-

tion. You are discriminated against if you are small. You are spe-cially discriminated if you are small and a woman. Then you are
especially discriminated against if you are small, a woman, andblack.

Mr. HAYES. That is right.
Ms. JORDAN-DELAURENTI. I think that says it I think what wewere trying to demonstrate by our exper:'.nce is that we women

business owners are not treated as capable , competent people. Ithink your example, Congressman, was a goad example to point outwhat we feel.
Yes; many times a young son who does not have experience, who

comes into a business, is asked to have some cosigner. But we aretalking about experienced women business owners who have estab-
lished records, who have established credit records and still get thesame kind of rejection.

I thir..i the difference is that we are not regarded as competentpeople in the banking community.
Mr. HILER. My father had a very successful business, went out to

s.art another business, and they wanted a personal guarantor of'-sat loan. He ended up telling the bank to forget it.
It just seems to me that there may be a particular problem here,

but there is generally an access to credit, an access to capital.
When you look at where the capital comes from for small business-
es, it comes from one's own pocketbook, family, friends. That iswhere the capital comes from. Somehow, if we were able towehave two things we have to work on here.

One is, of course, improving access to credit and capital for a
woman-owned business, but the other is to improve access to credit
and capital for all small businesses.

MS. JORDAN-DELAURENTI. Absolutely.
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Mr. Illus. It is not a zero-sum game, where if we improve your
access, it takes someone else's access away. What we have to try to
do is improve the overall- -

Ms. JORDAN-DELAURENTI. That is correct. Every time small busi-
ness is improved, we are improved. There is no doubt about that
for all of us.

Mr. HILER. I appreciate your comments. Thank you.
Chairman LAFALCE. Thank you very much. I say that to the

members of the panel, and to the members of the committee, and
most especially to the members of the panel. You have been ex-
tremely informative and insightful. We are extremely appreciative

t
for that.

Thank you very much.
[Whereupon, at 11:45 a.m., the committee was adjourned, subject

to the call of the Chair.]
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NEW ECONOMIC REALITIES: THE ROLE OF
WOMEN ENTREPRENEURS

WEDNESDAY, MAY 11, 1988

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to notice, at 9:10 a.m., in room2359-A, Rayburn House Office Building, Hon. John J. LaFalce(chairman of the committee) presiding.
Present: Chairman LaFalce; Representatives Torres, Olin, Hayes,

Lancaster, Campbell, Price, Hi ler, and Gallo.
Chairman LAFALCE. The Small Business Committee will come toorder.
Executive Order 12138, dated May 18, 1979, created a NationalWomen's Business Enterprise Policy and prescribed arrangementsfor developing, coordinating, and implementing a national programfor women's business enterprise. The Executive order recognizedthe significant role which women entrepreneurs can play in pro-moting full employment and economic growth. It recognized the

many obstacles facing women entrepreneurs, and it recognized theneed to aid and stimulate women's business enterprise.
The Executive order provided for affirmative action by i'.deralagencies to facilitate, and to strengthen, and support such enter-prises, to prohibit and discourage discrimination, and to create pro-grams responsive to the special needs of women as entrepreneurs.Such activities were to include management, technical, financial,and procurement assistance; education, training, and information

dissemination; and procurement.
The Executive order established an Interagency Committee onWomen's Business Enterprise to oversee the action ordered, to de-velop goals, policies, guidelines, mobilize resources, design innova-tive plans, promote research, convene and consult with experts,and assess progress.
All Federal agencies were to assist and cooperate, but SBA wasgiven the lead responsibility of providing an Executive Director,adequate staff, and administrative support.
In preparation for today's hearings, and to provide a comprehen-sive record for future action and recommendations, the Committeesent a letter to 21 Federal agencies rectuesting information regard-ing initiatives undertaken pursuant to the Executive order includ-ing procurement figures, grant or loan programs, data collection ef-forts, and any other efforts made in compliance with the Presi-dent's directive.

(KO
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It was fairly obvious from reading the agency responses that, for
the most part, our governmental efforts in support of women's
business enterprise are weak and ineffective, mostly window dress-
ing and lip service.

For example, the SBA is the agency expected to provide special
financial assistance for women. But, with the exception of a brief
pilot miniloan program for women at SBA several years ago, the
authority to provide such financial assistance has been ignored.

SBA business loans to women have gradually decreased in num-
bers, dollar amounts, and as a percentage of total loans. In 1984,
women received 2,103 business loans for a total amount of $212.6
million, which represents 10.7 percent of the total number of loans
to all businesses.

In 1987, those figures had fallen to 1,565 loans, for a total of
$203.3 million, or 10.1 percent. During a period of astonishing busi-
ness activity and increases in numbers and sophistication levels of
women-owned small business, it is inconceivable that the demand
for business loans for women business owners should decrease.

Federal agencies routinely establish procurement goals for con-
tract awards to women. Since 1979, the percentage of prime con-
tract awards to women-owned business has increased, but still re-
mains at less than 1 percent, far below what I would expect their
reasonable share to be.

This is not surprising, given the fact that only SBA and the De-
partment of Commerce have established full-time positions to pro-
mote and facilitate women's business enterprise, and, in the case of
SBA, its budget has been slashed; and with the exception of the De-
partment of Commerce, no Federal agency reported any internal
memoranda or policy letters to promote women's business initia-
tives.

The Interagency Committee still operates, but without any power
or purpose. The committee issued its first annual report in 1980.
The next annual report was not issued until September 1987. That
report contained a one-page introduction, 15 paragraphs of text
spread across six pages, and the rest of the 100-page report consist-
ed of an appendix containing statistics, reprinted material, and a
summary of five meetings. i think the report is an embarrassment
and a waste of taxpayers' money.

Susan Phillips, Associate Director of Presidential Personnel, was
appointed by the President to serve as chairman of the Interagency
Committee on Women's Business Enterprise. Last month, we invit-
ed Susan Phillips to appear at today's hearing to discuss public
policies and programs relating to these issues, but I regret that she
has chosen not to appear or is unable to appear. But we will give
her another opportunity.

In recent years, there has been much talk about support for
women. I think it time that we started to demonstrate some re-
sults.

This morning, we are pleased to have before us, representatives
of two of the agencies that have been doing something about
women in business. From the U.S. Department of Commerce, Ms.
Kay Bulow, Assistant Secretary for Administration, and Ms. Carol
Crockett, Director of the Office of Women's Business Ownership of
the U.S. Small Business Administration, who was kind enough to
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come to my congressional district to participate in a seminar onwomen in business.
We also have Ms. Susan Hager, president of Hager, Sharpe,

Abramson, Inc., in Washington, DC; and Ms. Susan Snyder, presi-dent of The Pathfinder Corp.
Is Ms. Bulow here yet? Is Ms. Snyder here yet? That being thecase, we will ask Ms. Crockett and Ms. Hager to come to the wit-ness table.
Carol, why don't we begin with you?

TESTIMONY OF CAROL M. CROCKETT. DIRECTOR, OFFICE OF
WOMEN'S BUSINESS OWNERSHIP, U.S. SMALL BUSINESS AD-
MINISTRATION NBA)

Ms. CitocxErr. Mr. Chairman and members of the committee, Iam pleased to have the opportunity to appear before the SmallBusiness Committee-
Chairman LAFALCE. Just 1 minute. Do any members of the com-mittee have any statements that they would like to make before webegin?
Mr. TORRES. No, Mr. Chairman. Thank you.
Chairman LAFALCE. Please proceed.
Ms. Citocx Err. I am pleased to have the opportunity to appearbefore the Small Business Committee to discuss the Small BusinessAdministration's program for women business owners. My testimo-ny today will focus on the economic progress of women's businessownership and SBA programs that are so successful in assistingthis progress.
In 198G, there were 2.5 million nonfarm sole proprietorships

owned by women which earned $36 billion in annual receipts. In1985, our latest figures, there were 3.7 million with receipts inexcess of $65 billicn. This accounted for 12 percent of total sole pro-prietorship receipts compared with 8.9 percent in 1980 and repre-sen's an increase in receipts of 80 percent.
SBA data show that women are starting businesses at almosttwice the rate of their male counterparts and that almost 3 out of10 businesses are owned by women. Recent figures indicate that 25percent of ali women businesses are 1 to 2 years old. We expectthis solid growth trend to continue.
But where are women heading? In 1980, 73 percent of womenbusinesses were in the service and retail areas. In 1985, this per-centage increased to 81 percent. However, we are seeing remarka-ble growth in the less traditional industries of construction andmanufacturing.
Between 1980 and 1985, receipts for women business owners inservice rose 140 percent. In that same period, receipts for womenbusiness owners in construction and manufacturing rose 200 per-cent.
Women have also made considerable strides in the area of pro-curement. In 1980, only .37 percent of Government contract awards

were made to women. Today it is at a level of 1 percent. In 1987,
we exceeded our goal by $235 million, while overall Government
procurement declined by $1.8 billion.
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With the increase of women-owned businesses in manufacturing
and construction, we estimate that figure to increase dramatically
in the next few years. So, the outlook is positive.

The SBA's Office of Women's Business Ownership has many and
varied programmatic responsibilities which include:

One, to develop and encourage education and marketing opportu-
nities for women business owners through quality conferences and
workshops, trade missions, and utilizing the resources of public and
private sector cosponsors and management experts.

Two, to negotiate Federal prime contracting goals for women-
owned businesses.

Three, to provide support for the Federal Interagency Committee
on Women's Business Enterprise.

Four, to act as an advocate for women business owners.
And five, to effectively disseminate all appropriate information.

The delivery of the program is carried out at the 75 district and
branch offices by a women's business ownership representative and
in each regional office by a women's business coordinator.

This office now effectively serves a constituency of nearly one-
third of the small business community and provides an outreach
program which assists, strengthens, and promotes women-owned
business throughout the country.

Misunderstandings concerning the status of women business
owners stem from the lack of a comprehensive statistical informa-
tion system. Because of this, the Office of Women's Business Own-
ership has taken the initiative to sponsor research by the internal
Revenue Service, the Bureau of the Census, and SBA's Office of
Advocacy. Each year, since 1980, has shown a statistical data im-
provement. It is clear, more updated information is necessary.

Since 60 percent of women who started business today have no
previous paid managerial experience, the Office of Women's Busi-
ness Ownership has improved their skills in the areas of market-
ing, finance, inventory control, and production through targeted
seminars, conferences, and instructional materials.

The Office of Women's Business Ownership has been involved in
a myriad of activities which encourage the full and equal participa-
tion of women business owners in selling their goods and services
to the Federal Government.

As director, I feel business ownership education and planning are
the most important aspects of starting a successful business.

We have provided the assistance necc;:sary for women not only to
consider starting a business, but to actually make that dream a re-
ality through realistic advice and information.

In addition to my responsibilities at the Small Business Adminis-
tration, I also serve as executive director of the Interagency Com-
mittee on Women'E Business Enterprise.

This committee is rc3ponsible for carrying out a Presidential
mandate ' J promote-

Chairman LAFALCE. What is your position there?
Ms. CROCKETT. Executive director.
With the Presidential mandate to promote, monitor, and coordi-

nate Federal efforts on behalf of women business owners. Member-
ship of the committee is drawn from major Federal departments
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and agencies and reflects the wide scope of governmental policyareas.
Mr. Chairman, members of the committee, based on the available

information from our data base it is clear that women as a groupare a viable and rapidly growing contributor to the Nation's econo-my. The growth in just the last 8 years is probably the most expan-sive increase of any one group in this century By all accounts, itwill continue to grow. By the year 2000, it is expected that one-halfof all self-employed individuals will be women.
From the data we have today, we know that the needs of womentoday are different than a decade ago, and we must constantly

monitor and provide for these needs. Women are entering themainstream of commerce at a rapid rate, and, certainly, by the end
of the next decade, this will have been accomplished.

Thank you, and now I am happy to answer any questions youmay have.
[Ms. Crockett's statement may be found in the appendix.]
Chairman LAFALCE. Before we go to questions, I think it will be

appropriate to hear from the other witnesses.
Ms. Hager.

TESTIMONY OF SUSAN HAGER, PRESIDENT, HAGER, SHARP &
ABRAMSON, INC.

Ms. HAGER. Thank you, Mr. Chairman, members of the commit-tee. I am Susan Hager, the founder and president of Hager, Shz.rp& Abramson. It is a public relations firm here in Washington.
We are the fifth largest independently owned agency in the area.I am also a founder and the first National president of the Nation-al Association of Women Business Owners, and since 1973, havebeen part of the NAWBO team working to bring women businessowners and women's business enterprise into the public policyarena.
I think it is in that capacity that I have been asked to commenton the effectiveness of the Federal Government programs that areset up to support women business owners, and on what makesthem successful.
As I think everybody knows, in 1972, women business ownerswere virtually invisible fron. a public policy standpoint. Since then,there are many Federal programs and many programs have beenset up to support women business owners.
We applaud all of those initiatives and programs. Unfortunately,we are now at the point in taking a look at all of these programswhere we have to say that they are not quite achieving the resultsthat we all hoped for. They are not making a difference is thebottom line.
Let me give you a few examples of that. For example, the Feder-al Reserve Board, in its role as the Government's primary financialmonitor, is certainly very interested in entrepreneurship. MarthaSeger, who is a member of the board of governors, is definitely sup-portive of women.
The bottom line really is women still do not have access to com-mercial credit. The access to commercial credit data we reallyshould have.

's j
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The interagency task force produced a booklet on women busi-
ness owners selling to the Federal Government. The GSA, the
Labor Department, Agriculture Department, AID, and many, many
agencies have programs and seminars to train women -on getting
contracts and on procurement. The Commerce Department spon-
sors Megamarketplace. It is a terrific program. It has really been
successful. We at NAWBO are committed to keeping that going
and making it successful. We worked with Kay Bulow very closely
on that.

While we are getting many, many more women trained and
knowledgeable about the Federal system, the bottom line is the
contract and awards are still 1 percent. It is 1 percent or less. We
will talk about that. I am glad to hear it is up to one of the Federal
prime dollars.

Carol has been testifying about all the great things happening at
SBA. We applaud all your efforts. Carol, we are glad you are there,
all of those things. But we didn't read about these great reports
and all of these gains in the SBA's report to the President. We
didn't see any gains made by women owners in procurement, loan
dollars, or any other areas. So, why is it that Federal programs
that we were all so hopeful for and we all care about so much,
really aren't working?

I think part of the answer is that Government programs are
based on some assumptions that are no longer valid. For example,
most of the Government initiatives directed at women entrepre-
neurs and procurement are based on the premise that limited re-
sources are best spent in training for women business owners. We
agreed with that premise through the Ford administration, Carter
administration, and Reagan administration, but looking at the re-
sults, I think we can no longer say if only the women were better
trained, they would have access to the Federal Government pro-
curement system. I think perhaps women might best be served if
the Federal Government procurement officers were getting the
training.

Many of the other Government programs, loan programs, man-
agement programs, and so on, are based on a premise that there
should not be separate programs for women, that women business
owners should become part of the mainstream of all of these pro-
grams. Again, we agree in principle with that, with mainstream-
ing. Mainstreaming to me and to us means getting women included
into existing programs. That is very valid. That is exactly what we
hope for. But unfortunately, mainstreaming seems to have been in-
terpreted in many of the agencies to mean a return to the good old
days when they didn't have to deal with women as a constituency
group. Mainstreaming seems to be business as usual. In some cases
it is a step backward.

Just as an example, Carol heard about this before, but just on
the SBA national advisory council, for example, for years we had a
women's committee, a committee on women's business enterprise,
part of the setup within the NAC. That was disbanded in order to
mainstream women in all the other committees. After that was
stopped, our next meeting in South Carolina, we had 46 men and 3
women on the 3-day agenda. We never heard a word about women.
It waf, a return to 1972. Of course, I came back and mounted a

9%;
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campaign. At the next meeting there's Carol. But it shouldn't take
that.

What have we learned from all this? To put it as briefly as possi-
ble, I think we learned training programs, in and of themselves,
don't get results. I think we learned mainstreaming has not
brought women into the system. I think we have also learned that
program initiatives directed to women entrepreneurs are simply
not enough of a priority in the agencies to bring about bottom line
result, and that frequently the staffers who run those programs are
not part of the senior management team. They are seldom part of
the senior management team. They are seldom in position to make
women's business enterprise a priority within the agency.

So, after 13 years A e have sort of come to the conclusion that we
need congressional mandates and oversight in order to move
wi,men business owners into the economic mainstream.

I know, Mr. Chairman, you say what can we do about it? You say
that at every hearing I have ever been to. We think we have some
answers to that, what Congress can do. We think that in order to
make real progress, we definitely must have itwe need an
amended Equal Credit Opportunity Act. That is all there is to it.
We need a women's business owners policy council that reaches
across the Federal Government and has the commitment of the
highest level officials. It should target goals, measurable ones, re-
sults for each agency. We need Congress to mandate each depart-
ment and agency to develop plans to include women in the con-
tracting and procurement, in policy making, international trade, in
outreach, in advisory committees, in commission appointments, to
use every opportunity available to open their system to women
business owners. We need Congress to oversee the plans, the imple-
mentation of those plans, and the results.

Thank you. That is exactly 5 minutes, so I will stop.
[Ms. Hager's statement may be found in the appendix.]
Chairman LAFALCE. Thank you. I regret Ms. Bulow and Ms.

Snyder have not arrived yet. Since they haven't, we have some
questions for the two of you.

There are some statistics here that are pretty impressive. There
are some figures that do look good or could be bad depending upon
the interpretation, for exan'ple, the procurement figure. In 1980, it
was only .37 percent. Today it is approximately 1 percent. I am
wondering, though, if that is really keeping in pace with the in-
crease of women in the business community.

Let's say it was .4 percent or 1 percent. Have the number of
women businesses that could take advantage of the Government
contracts increased at an even higher percentage of that? We are
starting at a ridiculously low base, so if the base was so low to
start, should we be at 2 or 3 percent?

What yardstick should we use to determine the ac-uracy of our
efforts and the adequacy of the results which differs from the ade-
quacy of our effort. These results may have come about only
through arduous efforts on the part of individuals in Government.

My probable assumption is that they came about without all that
much effort on the part of Government officials.

88-199 0 - 88 - 4
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Ms. Caoclarr. With regard to the figure of 1 percent in propor-
tion to the number of the growth of women in business, generally I
agree it is not proportionate.

Chairman LAFALCE. What would proportionate be?
Ms. Caocxerr. Comparatively, we would like them to do equally

well as men. That would be our goal. So, I would say we would like
to see it be half. That would be ideal.

Unfortunately, if I may add that most women-owned firms in
this country today are a year old or less. They have one to two em-
ployees or under five employees generally, and really are not yet
in a position to compete for these prime contract dollar awards.

We hope that the numbers of individuals who are going into
manufacturing and construction will be able to achieve greater
dollar awards and that service businesses, when they grow- -

Chairman LAFALCE. Ms. Crockett, let's just focus on procurement
at this point. Tell me what process has been historically used for
determining what goals should be for each agency.

Ms. CROCKETT. The process is that the Federal departments and
agencies submit to the SBA their goals, and what percentage, and
so forth, that they intend to achieve. The SBA looks at the past 2
years records.

Chairman LAFALCE. They don't have any set-asides?
Ms. CROCKETT. No; we do not. We has e goals.
Chairman LAFALCE. What is the process for determining those

goals? To what extent is your office involved in determining what
goals should be for each of the Federal agencies?

Is that your responsibility under the law?
Ms. Caocx Err. Yes; it has been.
Chairman LAFALCE. That is the process I want to hear about.
Ms. Caocx Err. The goals that are submitted to the agency are re-

viewed by my office. The goals are submitted officially to the Office
of Procurement Assistance.

Chairman LAFALCE. Somebody else suggests the goals?
Ms. Caocx Err. The information is sent to us by the departments

and agencies as t-, what the goals should be. We look at the past 2
years' record of accomplishments and try to move that forward. In
fact, we have been successful in this effort and overall procure-
ment.

Chairman LAFALCE. Do you have a flowchart for each agency as
an appendix which would indicate what their percentage of con-
tracts were and what their percentage of dollar amounts were for
women-owned businesses in 1982 and 1983, and do you have that
compared to the goals?

Ms. Caocx Err. Yes, Mr. Chairman; we do. I would be happy to
supply that for the record.

[The information may be found in the appendix.]
Chairman LAFALCE. Do you have that with you?
MS. CROCKETT. I do not.
Chairman LAFALCE. I wish I had it now, because that is very im-

portant. Has that been included in any type of report that has ever
been submitted to anybody?

Ms. Caocx Err. I don't believe it was in the Interagency Commit-
tee report. However, it has been in the executive summary which

9 :,
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was distributed to members of the Interagency Committee and +othe various departments and agencies.
Chairman LAFALCE. Was that included in the President's SmallBusiness Report?
Ms. CROCKETT. It was not.
Chairman LAFALCE. That is rather disturbing to me, too. This isan important issue, and it has never been included in President

Reagan's Small Business Report. It has not been included in theone report that was made by the Interagency organization. Is thatcorrect?
Ms. CROCKETT. May I correct myself? It was, I believe, for 1986included in that by--
Chairman LAFALCE. Was there an interagency report? My stafftold me there was only an interagency report in 1987.
Ms CROCKETT. There was one in 1980 and one in 1987.
Chairman LAFALCE. 1980 and 1987?
Ms. CROCKETT. That is correct, and there will be one in 1988.
Chairman LAFALCE. I am sure there will he. Did the 1987 report

have this data regarding goals, procurement, et cetera?
Ms. CROCKETT. Are you speaking of the Interagency Committee

Report?
Chairman LAFALCE. Yes.
Ms. CROCKETT. Yes; it did.
Chairman LAFALCE. I am talking about the manner in which itis presented, so we can see progression, so we can see goals, etcetera.
Ms. CROCKETT. By year, it did not.
Chairman LAFALCE. I am not talking about 1 year.
Ms. CROCKETT. It did not break out the agencies by year.
Chairman LAFALCE. I am looking at a document dated March

1988, a procurement and management report for women-owned
businesses for 1987. Is this something that has been prepared everyyear?

Ms. CROCKETT. Yes; it has, or at least since I have been involvedin the program.
Chairman LAFALCE. Do you think that you could try to get methose reports for each year "rom 1980 to the present? And then

could you also try to give me a year-by-year comparison, a progres-sion chart, so we can see where we have been, where we have gone
on a year-by-year basis in this regard?

MS. CROCKETT. Absolutely.
Chairman LAFALCE. Does such a document exist someplace al-ready?
Ms. CROCKETT. We would have to compile that, but yes; all the

information exists to my knowledge.
Chairman LAFALCE. Yes; I think that would be helpful.
[The information may be found in the appendix.]
Chairman LAFALCE. Well, what goes into determining the goals?You said 1 percent. So, I would assume that most agencies would

average out to about c, 1.2 percent goal or 1.1 percent goal. What isthe goal for most agencies? What is the average goal for the Feder-al Government?
Ms. CROCKETT. I think that probably depends greatly on theirprojects.
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Chairman LAFALCE. Forget about each individual agency. What
is the aggregate goal for the Federal Government with respect to
procurement?

Ms. CRociarr. We do not base it on aggregate goals. We base it
on an individual goal based on the past performance.

Chairman LAFALCE. I don't know if I am going to be at a disad-
vantage. Do you have an extra copy of this? Do you have one now?
You just have this one copy?

Mr. GALLO. Mr. Chairman, could we also have a copy of that?
Chairman LAFALCE. I have to Xerox it, but you should get one.
Mr. GALLO. Thank you.
Chairman LAFALCE. I am looking at fiscal year 1987 goals and

fiscal 1987 achievements. I guess there are discrepancies here. AID,
for example, had a 3.6 percent goal, a 1.7 percent achievement
level. On the other hand, Department of Commerce had a 2.E per-
cent goal and had a 5.4 percent achievement level. Maybe that is
testimony to Ms. Bulow's efforts. I am not sure. We will have to
distribute this report. Maybe we are going to have to sit down sepa-
rately, Ms. Crockett, and determine how these goals were estab-
lished, but only after we see the progression year-to-year.

Who within each agency is responsible for seeing to it these goals
are accomplished9 Who within AID?

Ms. CROCKETT. We deal with the Director of the Office of Small
and Disadvantaged Business Utilization. Members on the Inter-
agency Committee also have input into that goal process.

Chairman LAFALCE. Unless either Mr. Lancaster or Mr. Gallo
have questions of either Ms. Crockett or Ms. Hager now, it would
be my intention to hear from Ms. Snyder, who just ci,:ae in.

Mr. GALLO. I do have some questions.
Chairman LAFALCE. Then we will hear from Mr. Gallo, and we

are Xeroxing a copy of that report.
Mr. GALLO. Thank you, Mr. Chairman. I want to thank you, Mr.

Chairman, for having this hearing, because I do think we are talk-
ing about a subject matter that is important to this country. It is
putting emphasis in an area where emphasis should certainly be
put.

I believe Ms. Hager indicated some areas that need expansion or
certainly more effort in dealing with finances. I don't think there
is any question that women have had greater difficulty getting
access to credit.

At the same time, I think perception is also very important in
dealing with these issues. I look at some of the statistics that I
have dealing with the facts and figures, IRS statistics.

I, too, would like to ask Ms. Crockett, on the goals that I see
here, it seems to be impressive as far as the increases going from
the year 1979 to the year 1986, dealing with trends in Federal
prime contract award activity to women-owned small businesses.

It would seem to me very clearly that each year the goals that
were set were exceeded in many cases by a healthy margin. To
have that mean something to me, the question is who sets that
goal, who says that goal is the one that you are supposed to
achieve? In many cases, in every case you have exceeded that, or
the women have exceeded it.

The question is, who sets that goal?

I 0 u
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Ms. CRocKErr. The Office of Women's Business Ownership estab-
lishes that goal with the various departments and agencies through
the Office of Small and Disadvantaged Business Utilization withinthose agencies.

Mr. GALLO. Are those realistic goals?
Ms. HAGER. They are realistic, and that is what is happening.

Again, 1 percent over this long period of time, I don't think is veryimpressive.
Mr. GALLO. You indicated in the early seventies, there was liter-ally no effort in getting women involved in business-owned oper-ations.
Ms. HAGER. And getting women in businesses involved in pro-

curement. That is correct.
Mr. GALLO. When I look at the 1986 figures-
Ms. HAGER. I think we have to compare the rise in the goal with

the rise in the increase of women-owned businesses and the success
of those businesses. They are sky rocketing. Procurement is just sit-
ting there. From that standpoint, I think there is a bit of a prob-lem.

I basically, personally, and from a policy standpoint there has
come up and said it must be x goal or v goal or any of those things.
I think it is important that the program or the procurement works
in a way that really works, it is not sort of a false kind of thing.

But it hasn't. I mean it is not. It is not moving very quickly. It is
certainly not moving with the way the businesses are growing and
the way the businesses are developing. I still think that a major
piece of that is skepticism. I think a major piece of that is out and
out they don't want to do it. We have always shied away for the
set-asides and all those kinds of things.

The truth of the matter is, after all these years, I think there
ought to be a mandate for set-asides. I take a funny approach atsome of these things, like perhaps, let's set up now a mandate for
set-asides that takes place 3 years from now if they can't figure out
how to do it, only if they can't figure out how to do it. I think there
are incentive kinds of programs that could take place tha: makesome sense if the procurement policy was changed or some of the
regulations were changed in a way that would build in incentives
from the private sector, it could make a lot of difference.

If a prime contractor in a bid got one extra point over and above
the points you can get on the programmatic side, one extra point
for subcontracting with a women-owned business, a minority -owned
business, one extra point for dealing with small-owned business,
you can be sure in some of the competitions that are really tough,the big ones, something like where they are neck and neck, they
will find them. They will find proper ones. The market will take
care of itself.

I think there are lots of sort of different kinds of approaches.
But, in fact, the approaches that are taking place now, I just don't
think are adequate. I don't know how you can really say that if the
businesses are growing three, four, five, it has grown at various
times faster than men and the procurements stay the same, some-
thing is wrong there. It doesn't seem to be something we as busi-
ness owners are able to do ourselves.
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We have been able to do a lot for ourselves and to make a lot of
different things happen. I mean the preschools are open we are in
the trade associations now; we made an enormous difference in the
White House conference. We are integrated. We have made an
enormous difference in the climate for women business owners for
ourselves to work with the press and working with lots of different
groups. But we cannot seem to crack procurement particularly and
sort of get ourselves involved in the economic policy of the Govern-
ment.

Mr. GALLO. I think a vrt of this hearing, hopefully, is to explore
those areas and make some improvements. I know in my dealings
with both SBA and the Department of Commerce in dealing with
exports, we have had tremendous cooperation with both agencies in
bringing about very successful seminars. We are having one on
May 13 in which half of the participants are women. To me, al-
though we are not dealing with a procurement process, you are
dealing with involvement in women-owned businesses.

In the State of New Jersey, women-owned businesses are increas-
ing two to one over men. So, there are some fantastic things hap-
pening.

I think it is important to note that some of the information SBA
has been providingthey have not been blowing their horn
enoughare positive improvements. To have more dollars commit-
ted to those areas could help bring about Federal program develop-
ment and leadership to that end.

Ms. Crockett, do you feel the conferences are of value to the par-
ticipants?

Ms. CROCKETT. Yes; I do. We cosponsor a great number of confer-
ences. In the last 18 months alone, 29,000 women attended them.
At our Financial Decisionmaking Conferences, 93 percent of the at-
tcndees said it was beneficial to them to attend; 70 percent indicat-
ed they would make changes as a result of the conference informa-
tion they obtained.

Ms. HAGER. We go to conferences, we go to the training pro-
grams, seminars, conferences. We do our homework. I think the
conferences and training programs are very valuable, really terrif-
ic, whether they be procurement, or export, or whatever.

At some point we have to look at the bottom line, which is not
how many people go to conferences but how many go for procure-
ment or export. There has to be some measure beyond going to con-
ferences and exports. I do applaud those, though.

Ms. CRocxErr. I think the overriding factor in procurement and
receipts has to do with the age of the women-owned businesses
today. They are very new and very small. As individuals increase
the size of their firms, they will be competitive, and they will be
earning more in terms of receipts.

Many receipts that we capture today for sole proprietorships are
really part-time businesses, where the individual may be working
full time and establishing the business part time. It takes time for
viable receipts to show. It is only a matter of time.

The energy, the drive, and the competitiveness are there, and it
will occur.

Mr. GALLO. You mentioned you constantly monitor and provide
information to women business owners.

162
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What do you see as the current issue to be of benefit to the
women business owners?

Ms. CRocKETT. I think there is a great need for or benefit to long-
term training and counseling. I think beyond the conferences, we
can do more of this. We can offer that currently from Si3A pro-
grams in SCORE, the SBDC's, and the American Women's Econom-
ic Development Corporation [AWED], a nongovernmental organiza-
tion, which offers quality long-term training and counseling pro-grams.

In fact, I have encouraged AWED to become a national organiza-
tion.

Chairman LAFALCE. Ms. Patrick's group?
Ms. CROCKETT. Yes.
I think it would benefit women business owners to have a nation-

al newsletter with information on all events, issues, and legislation,
et cetera. That could be provided by the private sector. I have al-
ready talked to individuals who think they can provide that sort of
service.

Another area is the need to capture subcratracting information.But there is a greater need, however, and that is to assist women
business owners to be cleared on the bidders' list for these prime
contracts, and we can do that through SBA educational programs.

Mr. GALLO. Has there ever been an analysis in dealing with the
charge-off rate for men and women?

Ms. CRoocErr. The overall charge-off rate in direct and guaran-
tee loans in the time period 1984 to 1987 was 4 percent overall. For
women the charge-off rate was 6 percent. To me, that indicates
that women need more assistance in financial training and plan-ning.

I read the testimony from yesterday concerning the Touche Ross
Michigan study. What was not in the testimony, but contained in
the report was that 43 percent of the individuals who were turned
down for a loan did not even have a business plan. These were es-
tablished businesses. So, it points up that we need this type of edu-
cation.

Another factor that plays into this is that the smaller the busi-
ness, the riskier the loan, and the newer the business, the riskier
)..e loan. Women-owned firms tend to fall into both categories.

Chairman LAFALCE. Our next witness is Ms. Susan Snyder, presi-
dent of the Pathfinder Corp.

We will put the entire text of your remarks in the record. You
may read it if you wish, or you may have it included in the record.

TESTIMONY OF SUSAN SNYDER, PRESIDENT, THE PATHFINDER
CORPORATION FOR INTERNATIONAL TRADE

Ms. SNYDER. Mr. Chairman and members of the committee, my
name is Susan Snyder. I am president of the Pathfinder Corpora-tion for International Trade, a firm in its tenth year specializing in
export trade and overseas business development

Pathfinder functions in diverse business sectors from waste man-
agement, to consumer goods, and professional services. Our clients
include companies of all s'zes; the majority come from Europe andthe United States.
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Before founding Pathfinder, I worked overseas for 8 years for a
major foreign-owned multinational corporation, first as market
strategist for development and diversification and then as head of a
subsidiary company s worldwide export organization. Our objective
was marketing sophisticated electronic instrumentation and inte-
grated systems. My primary focus was in European and East-West
trade.

My comments to you today are made in the context of ti.ts expe-
rience as a woman in business.

Unlike my colleagues here this morning, I have not participated
in formulating or implementing policy or programs supporting
women entrepreneurs. Nevertheless, an understanding of the im-
pulse driving women entrepreneurship is useful if policy is to be
truly effective, and I am honored to have been called to provide a
view from this perspective.

It is appropriate to note also that my perspective excludes having
conducted business with the beneficial aid of a support program for
women business owners. It is gratifying to see the attention being
focused on women in enterprise by the Committee on Small Busi-
ness.

Descended from American settlers whose women worked by ne-
cessity alongside their men, I was, however, fortunate to have been
raised in a family that believed in encouraging its daughters to at-
tempt excellence in whatever field of chosen endeavor and to do so
at the limits of the bounth:ry of what is practicable. My education
was obtained at a liberal arts college in New England, a seven sis-
ters school, which is the oldest continuing institution for women's
higher education. This stror-, tradition, quiet yet persistent, has
equipped me with the internal resources necessary to venture into
modern business 'n a man's world. That it is a man's world has
never been a subject of doubt for me.

When I was a sophomore in college, I was hired for summer em-
ployment by a Fortune 50 American corporation My friends from
the still-male Ivy League were enrolled in the company's summer
management training program, positioned as future executives on
the fast track. I was employed in the duplicating department oper-
ating a photocopy machine. Recognizing this uncomfortable fact,
the company enrolled me in a program learning to operate state-of-
the-art typesetting equipment. I was appreciative for suc' a ges-
ture of thoughtfulness.

The anecdote is not presented with irony or animus. A summer
episode, it appears to be of little lasting harm. It ranks among the
mildest of the difficulties I have encountered in business. The spon-
taneous effort at justice during an era when women's issues were
almost nonexistent was even surprising.

But the tale serves as a case in point, illustrating why women of
various backgrounds have found it strategically wise to short-cir-
cuit the corporate mainstream and develop business activity as en-
trepreneurs.

While in the corporate context, I never occupied an existing job.
During my employ with large corporations, American or foreign,
my jobs were of my own design and earned through my own
powers of persuasion. These deals were made on the basis of my
receiving a lowered pay scale in exchange for the enviable right to

1
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enter the control room, participate in the game with an appropri-
ate title, and obtain the opportunity to succeed or fail on the basisof performance.

The vigor and success of women entrepreneurs is explained in
part by their intense desire to depart from ordinary or staff func-tions and to compete in business, incurring all the challenges and
risks that entrepreneurship entails These conditions provide therationale for my decision to leave the protected environment of
blue-chip corporate enterprise and become an entrepreneur.

Fortunately, I am still too young to indulge in 'his biographical
commentary for the purposes of reminiscence. My aim has been touse experience as a launching point fcr characterizing the enor-
mous resilience, tenacity, and purposefulness of a labor pool avail-able to the United States whose energies and talents are underuti-lized at a time when American economic competitiveness is beingseverely tested.

Aside from the issues of fairness and equal access which have
been raised elsewhere in these proceedings, it is my opinion that
the broad public interest would be served by supporting women en-trepreneurs. To ignore this resource or to permit it to be handi-
capped through indifference would be a breach of leadership when
the public interest should be served.

It is my experience that many women entrepreneurs, rather
than being a group requiring remedial help, represent a valued, dy-
namic resource in pursuing vital American economic interests. Ibelieve this fact exists in the area of trade where our negative bal-
ance of payments is a source of grave concern to thoughtful Ameri-
cans and internationalists as well.

The trade situation can be summarized briefly. In 1960 the
United States occupied 25 percent of world trade in manufactured
goods. In 1970 America's share declined to 21 percent. In 1980, notonly had this share diminished to 18 percent, but the United States
lost its position of world leadership in manufactured exports. If theUnited States had maintained its market position, it would have
entered an additional $60 billion to $90 billion in export sales, re-ducing our annual trade deficit by about half.

In overview, this trend is understandable. As our multinationals
matured, their extensive operations became increasingly integratedin local economies, and production sources were diversified. This
trend reflects the norrnel cycle f multinational activity. Unfortu-nately, our leading trading partners were poised to take up thetrade slack with smaller and less cumbersome, more aggressivecompanies.

Small- and medium-sized American companies can provide simi-
lar trade impetus. A recent survey by Touche Ross hap found that4 out of 5 new businesses nationwide are women-owned. It is amatter of simple deduction to observe that such a group presents awellspring of talent and drive for trade-related business activity.

Quantified information on women entrepreneurs in trade is rare.Relying on empirical fact, I can speak of one case first-hand.
Pathfinder survived an arduous startup period. We chose not tooperate within programs because we felt that finding access was

too problematic and the probability of obtaining assistance too un-predictable to count on.
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Functioning in an elite arena of international finance and negoti-
ation, we have leveraged our assets to the max, taking less in order
to compete successfully. Without significant financial reserves, we
called upon borrowed power to legitimize our efforts. The process
has been laborious but worthwhile.

In the fragmented consulting arena, the challenge we now face is
how to acquire critical mass and assume leadership in a field which
has enormous potential as the world becomes a global market. We
feel this sense acutely as major developments occur in Europe with
1992 approaching and as East-West trade emerges in Soviet Europe
with the trend toward Glasnost.

At this stage in our corporate existence, we take pride in having
helped American businesses to export, succeed at joint ventures
with international partners, or expand through subsidiaries. Our
results are accruing, seemingly too gradually.

I am persuaded that the overall trade result can be multiplied by
the efforts of many small and medium business participants to
yield a measurable benefit to America's trade performance and its
continued position in world economic leadership.

To maintain our economic vitality, we need successive cycles of
vibrant, aggressive companies. With four out of five new companies
started by women entrepreneurs, this valuable resource holds po-
tent ia 1 .

Survival aside, my interest as a small business owner has been to
develop the capital reserves necessary to build our organization
into a recognized, forceful, significant, albeit small player in the
area of international trade.

Looking at the essence, rather than the letter of policy, the pri-
mary means, in my judgment, for increasing women entrepreneur-
ship is through open access. From our standpoint, we do not need
aid per se. We are entrepreneurs willing to take risk positions in
our business activity. However, we do require equal access, as
would any firm, if we are to succeed.

Such access is needed in two critical areas: For business credibil-
ity and operational success, access is needed to persons holding de-
cisionmaking power, who will lend an egalitarian ear to one's busi-
ness premise; and for financial success, access to Government pro-
curement is a vital necessity.

In order for women to be enabled to make the contribution they
wish to make, these elements are criticalequality on economic
and operational playing fields. Other specific issues have been
raised during these hearings. In sum, women entrepreneurs need
the assurance that they will be included in the Nation's business
process. Consistent predictable access in the Federal arena would
be a substantial gain.

In the exchange of ideas about Government's appropriate role
ranging from interventionism to total passivity, it has become evi-
dent that basic leadership in policy matters is our Government's
responsibility.

The difference between laisser faire and laisser aller is also be-
coming distinct. Laisser aller, allowing policy to float in any direc-
tion, is naive. Laisser faire, letting business proceed, requires a
freedom ;hat only Government can insure.

li l 6
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I think that women entrepreneurs simply ask for the ability tobe permitted laisser faire in business with the assurance that bar-riers are dissolved.
Thank you.
[Ms. Snyder's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Snyder.
Before we go to the continued questioning, we will hear from Ms.Kay Bulow from the Department of Commerce.
Ms. Bulow, you know the rules of the game. We can put your tes-timon ,7 in the record. But you have a very short statement. Why

don't you go ahead and read it.
Ms. BULOW. Thank you, Mr. Chairman.

TESTIMONY OF KAY RULOW. ASSISTANT SECRETARY FOR
ADMINISTRATION, U.S. DEPARTMENT OF COMMERCE

Ms. BULOW. My name is Kay Bulow, and I am Assistant Secre-
tary for Administration for the U.S. Department of Commerce.I am very pleased to be asked to speak today on Federal effortsand initiatives on behalf of women-owned business, because I havemade increasing procurement from women-owned business one ofmy top priorities.

Moreover, the entire Federal Government has shown a bte ad y in-crease in procurement from women-owned business. Since 1979,Federal procurement from women-owned business has risen from$181 million to over $1.5 billion in 1987. While this is still far toolow, it represents a steady and significant increase by all depart-ments.
This achievement has been the result of major efforts in manyareas. The major procuring agencies have women business repre-sentatives who initiate workshops, conferences, and outreach; pub-lish directories of women business owners and handbooks contain-ing agency procurement informat;on; offer counseling to womenabout Federal contracting; and meet on a regular basis to studymethods of solving common problems. Iii our Department, and I

am sure in many others, we supply a bidders' list of women-owned
businesses whenever ail appropriate procurement requisition is re-ceived.

As I see it, the biggest single problem facing women-owned busi-
ness in dealing with the Federal Government is determining whichprocurement offices have a need for their goods and services, and
then getting started with a broad marketing strategy.

There are some 3.7 million women-owned businesses in theUnited States. Our job is to reach out to these businesses and helpthem become suppliers to not only the Federal but also State andlocal governments. It is a massive job, but we are making a start.For example, I organized an outreach program for the Depart-
ment of Commerce to add the names of women-owned businesses to
SBA's Procurement Automated Source System [PASS] which isused as a bidders' list by all departments. At that time, there wereless than 10,000 women-owned businesses on the list, and we raisedthat to 30,000.

Examples of other outreach efforts were three Megamarketplace
procurement conferences for women in 1986 and 1987, cosponsored
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by Commerce and the National Association of Women Business
Owners, in which all Federal departments participated with excel-
lent results.

I believe that women should begin by marketing their capabili-
ties to the small purchase offices within the Federal Government.
This is a lucrative marketing area for small businesses and pro-
vides a foot in the door which can lead to opportunities to bid on
larger contracts. For example, vte have just issued two contracts to
women-owned businesses which, with options, can total $9.5 million
and $11.9 million respectively.

We -teed better data on small businesses whit}-. are women-
owned, and the Office of Federal Procurement Policy [OFPP] has
just directed that the Federal Procurement Data System [FPDSJ
will break down procurements to women-owned business by small
business and by others, which will give us a much better idea of
the type of women-owned businesses we are dealing with.

As I noted, there has been a steady and significant increase in
procurement awards to women-owned business. But increasing
these awards is a slow process. Very often, years elapse between
marketing an agency and signing a cont-act. Acceptance of women
as viable contractors has been difficult, but it is happening.

It is essential that we continue to expose women business owners
to the Federal marketplace by providing annual conferences and
encouraging their attendance at the congressionally sponsored Fed-
eral procurement and export development conferences and other
similar events.

Finally, although 1 have 1:-.een speaking solely of Federal procure-
ment, there is another major potential market for women in State
and local government procurement, and one which they should be
encouraged to aggressively pursue.

That concludes my statement. I will be glad to answer any ques-
tions.

Thank you, Mr. Chairman.
Chairman LAFALCE. Thank you, Ms. Bulow. I thank you and Ms.

Crockett for your own individual efforts, especially as it relates to
the Megamarketplace.

Maybe that is because you have been in the Megamarketplace in
cosponsorship with others. Maybe that is the joy of cosponsorship;
then if it is ba i, you can blame somebody, and if it is good, you will
be praised.

A few years back, I had the goal of seeing enacted into law
Public Law 95-507, which created the requirement for the best
effort subcontracting. We have about 1 percent in Government con-
tracts presently going to womenowned businesses and 99 percent
going elsewhere. But these 99 percent going elsewhere do a lot of
subcontracting. We have a very fertile field there, it seems.

What are we doing to aggressively pursue and measure the par-
ticipation of women-owned businesses, as prime contractors and as
performers of a portion of the subcontracts?

Ms. CaocxErr. May T. respond?
Chairman LAFALCE. Sure.
I think we have an Achilles' heel here. Let's resolve to do some-

thing about it through my continued foresight and your enhanced
abilities in that field.

10 ::
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Ms. CROCK "r. I have spoken with the Office of Small and Disad-vantaged E less Utilization Directors. As Federal forms werebeing reviseu, I had asked that we include reporting information
on subcontracting with major prime contractors by women. This
was not considered possible in the long run. I did query several
major prime contractors.

Chairman LAFALCE. Do we not require by law that best efforts bemad( not only for minorities as traditionally defined, but also for
women?

Ms. CROCKETT. Yes.
Chairman LAFALCE. Do we not include in Lhe contracts with the

primes a requirement that they use their best efforts not only with
respect to minorities as traditionally defined, but Ls° women?

Ms. CROCKETT. Yes.
Chairman LAFALCE. Do we not establish goals with respect to mi-

norities for subcontracting purposes?
Ms. CROCE, ETT. Yes.
Chairman LAFALCE. Is it true that we do not establish goals with

respect to subcontracting with respect to women?
Ms. CRocKETT. This office does not.
Chairman LAFALCE. Is that not a gross inequity?
Ms. CRockgrr. I don't think we need necessarily to establish

goals. First we need to find out how much subcontracting is beingdone by the primes with women business owners before we can
make any public policy decimons.

Chairman LAFALCE. Why don't we compromise and say we
should do both simultaneously?

Ms. BuLow. Since I am in procuretr.z.nt, let me tell you what wedc in Commerce.
Chairman LAFALCE. I think we can do tremendous things with

subcontractors, and I know we have to do it.
Ms. BuLuiv. Well, let me say two things.
Ir subcontracts, the Office of Small and Disadvantaged Business-es also works with them on a voluntary ba.:,is to give equal consid-

eration to women business owners who are part of the set-aside.
Chairman LAFALCE. Isn't there an inherent conflict there?
Ms. BuLow. I don't see an inherent conflict. They are a small

business, and there i3 an overall goal.
Chairman LAFALCE. But they have a difficult time achieving

goals for minorities. Don't they really have to have somebody else
speaking up on behalf of women? Otherwise, might not OSDB feel
that they are robbing Peter to pay Mary?

Ms. BuLow. The OSDB speaks on behalf of minorities and
women. We have a fairly successful track record.

Chairman LAFALCE. Let me continue to interrupt you.
In your testimony you mentioned that the major procuring agen-

cies have women business representatives.
Ms. BuLow. That is correct.
Chairman LAFALCE. Is the major women business representative

in these agencies someone different than the OSDB?
Ms. BuLow. Generally they ire a member of the OSDB, Office of

Small and Disadvantaged Businesses.
Chairman LAFALCE. They would be a lesser official within that

office?

I1 i, 4...,



104

Ms. BuLow. That is correct.
I would have to take exception to a lesser official. It is a member

of the staff.
Chairman LAFALCE. I think it is a fair statement. You may take

exception.
Ms. Buww. I would have to take exception because of the indi-

vidual who works for me.
Chairman LAFALCE. When you say somebody works for you or

under you, they are not generally on the same level. But reasona-
ble people can differ on that.

Ms. BuLow. Another thing we do is the megamarket contractors.
We go after the primes to represent their businesses at the mega-
marketing places to the women business owners.

Chairman LAFALCE. I think that is good. We have had three Me-
gamarketplaces. So, obviously, we have to go beyond that.

Ms. Buww. There is one scheduled for Chicago this year, too.
Chairman LAFALCE. What I am talking about now is looking

toward a means to pursue additional subcontracts on each and
every contract, because it is already in the contract with the prime,
correct? So, every prime has a legal obligation to at least make best
efforts.

Now, the question is, should we have goals for prime contractors.
Since we have goals for minorities with respect to subcontracts, it
is difficult to understand why we should not have goals for women.

Is there a legal requirement for goals witli r -sspect to minorities
insofar as subcontracts are concerned, or is this something that has
been done administratively?

Ms. Caociarr. That is statutory. That is my understanding of it.
Chairman LAFALCE. Is there any legal requirement for goals

with respect to subcontracts for women?
W ";ttocKErr. Not to my knowledge. I would like to capturt, the

inf.( ation that is currently available before we make any policy
deciwons as to what the next step is.

Chairman LAFALcF. Let's talk about measuring whatever efforts
exist. Theoretically best efforts are being made because that is a
contractual obligation. We have some means of measuring the best
efforts with respect to traditional minorities, but we have no means
of measuring the best efforts vith respect to women.

Ms. CaocKErr. Subcontracting information, no; we do not collect
that data.

Chairman LAFALCE. Have you ever asked or fiL.3 Ms. Bulow
asked, has the issue arisen at the interagency council as to wheth-
er or not we should collect this type of data?

Ms. CaocKETT. I have indicated earlier that I did talk to the
council of OSDBU's when a particular Federal reporting form was
being revised, and asked that this information be included on that
form.

Chairman LAFALCE. What was the result of that?
Ms. CsocKErr. The result of that, after considerable debate, was

that they did not feel that it was feasible. As a result of that, I con-
tacted several major primes.

Chairman LAFALCE. What would be so unfeasible about it? It
seems to mr it is a simple request.

Ms. CsocKErr. I agre., with you, Congressman.
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Chairman LAFALCE. Was this issue addressed by the interagency
council on women's business activities?

Ms. CROCKETT. A corollary to that has been addressed, and that
is when we considered the issue of goals for Federal prime contract
dollars to be made as part of the pet '.'ormance goals or objectives of
the employee.

Chairman LAFALCE. When is the next meeting of the interagency
task force?

Ms. CROCKETT. June 14.
Chairman LAFALCE. I think that would be a propitious time for

them to consider the letter they received from me, as chairman of
the Small Business Committee, requesting that they make an effort
to establish goals and collect data with respect to that.

Ms. CROCKETT. I am certain the committee will be happy to re-spond to that.
Chairman LAFALCE. I have more questions but I will call on Mr.

Price at this time.
Mr. PRICE. Thank you, Mr. Chairman.
Ms. Crockett, your statement details a wide range of activitieshaving to do with economic opportunities for women entrepre-

neurs. There is a lack, though, in some cases, of quantitative data
as to how widespread these activities have been.

I wonder if you could fill in some of the gaps. You talked about
the efforts of your office to im. -ove the skills of women in market-
ing, finance, inventory control, and production, and stated that one
method used to develop these skills has been seminars.

How many of these seminars have been held? Is there any way
to gauge the extent of this activity as well as to identify the nature
of it?

Ms. CROCKETT. It is quite extensive because we deliver thatthrough our extensive field network of 85 offices. In the last 18
months we have sponsored conferences that have attracted 29,000
women. I think that is fairly significant.

Mr. PRICE. The meet the lenders programs. Do you have any
quantitative estimates of how extensive that has been?

Ms. CROCKETT. I will be happy to give you that specific informa-
tion for the record. It nas been very successful.

Mr. PRICE. It would be helpful to furnish that for the record.
[The information may be found in the appendix.]
Mr. PRICE. Also, it would be helpful to know how many people

have been reached by these activities and the geographic distribu-
tion of those programs.

Turning to procurement, you list a number of activities aimed .At
increasing woman busincLs participation in procurement. You talk
about the effect of Federal prime contract goals, which a number of
witnesses have mentioned. What are those goals, and what are the
future prospects?

Ms. CROCKETT. The goals are established individually with each
department and agency, depending on what their overall procure-
ment budget is. We look at the past 2 years' performance in estab-
lishing goals through visits with the individuals in those depart-
ments and agencies who handle that and to aggressively increase
whatever is submitted by them. We have been successful in virtual-ly all of our endeavors.
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Mr. PRICE. What is the range of those goals, lowe:,t and highest?
I see we have a chart that depicts that.

Ms. CRocKErr. Unfortunately, I don't have the same chart. It
varies with each department and agency.

Mr. PRICE. What about the workshops to acquaint women with
Federal business practices, you have no information on how often
and what the geographic spread has been.

Ms. CRocurr. Yes; I will supply that for the record.
[The information may be found in the appendix.]
ChairnuAr LAFALCE. Mr. Price, ho many have you had in North

Carolina, ano why don't you do one tomorrow?
Mr. PRICE. Tire testimony we have received is that this procure-

ment problem is widespread. Often outreach efforts on the part of
agencies and efforts on the part of the Small Business Administra-
tion to encourage participation and give accurate information can
be very, very important. It would be helpful to the committee, I be-
lieve, to have information about how widespread these efforts have
been.

Do any of the other witnesses have any experience with exposure
to the outreach efforts by the SBA, particularly the efforts to en-
courage procurement participation? Ms. Hager, I know you were
rather skeptical of these efforts or said they were iot successful
Do you have any reflections on this?

Ms. HAGER. I think they are successful. I think for what they are
set up co do that they are successful. As I said, the women do
attend. We think they are well represented. That is really not an
issue. I think they arP very well attended. Basically, the point I am
trying to make is not to criticize the Government programs but to
say, I guess, where I disagree is that we should be happy with
where it is, with where we are in procurement.

I think we are not. We don't disagree with the Government pro-
grams. We think it is terrific, but I think we are going to have to
work together to make it better.

Mr. PRICE. You do say the bottom line is that while there are
more and more women trained and knov.ledgeable about contract-
ing, they are still not getting enough contracts. Is the problem that
the r Jgrams are not adequate or that we are not targeting them
sufficiently? What specifically is your critique if you say these pro-
grams on the merits are quite good?

Ms. SNYDER. May I add something? I agree with Ms. Hager that
what is being doile is being done well. Education and counseling
are being well done, but expectations should not be unrealistically
high. Our firm provides sich service n a private basis, and we feel
the same frustration, perhaps, the *c erector feels, which is that
these vehicles can only have a lira . esult. We leave program
participants well-informed but th. -t part for participants is
putting what they have learned 'Icy are useful, but
only as a means of awakening i.,t !; pfoviding a degree of
education.

The problem at that point is t "chat has been learned and
implement it. I think it unrealistii and ill-advised to believe that
educational programs will be sufficient. I think it is naive, and I
think the people attending the programs afterward say, "Fine, but
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what can you do for us next?" The ultimate test for participants is
enacting what they have learned and making money from it.

Mr. PRICE. As far as Government and public policy is concerned,
what does that next step look like?

Ms. SNYDER. To be able to do business with and in the Govern-
ment and to be able to have access to the procurement dollars that
are quite substantial.

Mr. PRICE. Are there legal barriers?
Ms. SNYDER. Our business includes substantial activity in Gov-ernment. Few of the jobs we have done. have been on official

projects. We developed them ourselves in anticipation of neededwork. We find that such success is primarily a question of accept-
ance and attitude. Thus far, we have never eacountered a situation
where someone wished to work with us and then determined that
they could not.

Ms. HAGER. I would absolutely second that. It is much more ac-ceptance and attitude. There are certainly plenty of situations
where the women are not qualified. There is nothing in it for the
OSDB. There is no incentive for them to deal with women. They
don't get any points for doing that.

If the subcontracting were done, it would make a tremendous
deal of assistance. It is hard to deal with skepticism. I was notbeing facetious when I said some of the training dollars maybe
should go to contracting officers to get them to deal with women,
on opening up procurement. It is not just that the women-owned
businesses are all small, but they are all sole proprietorships. Their
sales re'eipts are growing three times faster than men's. Five years
ago t.. re was a bid through the Commerce Business Daily, goingin and investigating a financial situation with a vested financial
Government negotiator, and the bottom line, sitting between my
lawyer and an accountant, and I knew it was all over when out of
the blue he asked me who took care of my children.

Ms. SNYDER. In business, if you are going to succeed, whether you
are male or female, you have to pursue the main chance. Especial-ly in small business, and large business as well, you cannot hitch
your fortunes to vague possibilities.

You have to estimate where you think you have a 99.9-percent
chance of succeeding. Our strategy, and this is simply that of ourfirm, has been not to sashay around with the thought of possibly
obtaining business possibly on the basis of our being a woman-
owned company. We targeted areas where we determined we had a
very high probability of sales.

Frankly, we aren't interested in filling someone's dossier; specifi-cally, we aren't interested, and this sounds rather harsh, in filling
out forms and participating in the bidding process just to provide
one of three required proposals to insure that someone's dossier fol-lows regulations when someone comes to check to see if there has
been discrimination. Such pursuits are not good, smart business.

Ms. Buww. Can I comment on that?
Mr. PRICE. Certainly.
Ms. Buww. I agree with what is being said here to the extentfinding where the opportunities are. Procurement, when I startedin business, to me was a fairness issue. I felt the women business

owners deserved as much opportunity to find out what the Federal
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Government was buying and get their swing at that like everybody
else, which is why we started doing the few Megamarketplaces.
There is direct reach out of these.

We have identified in all the Federal Government what people
buy, what they sell. We provide this to the women entrepreneurs.
We have tried to open up the Federal procurement process to the
best of our ability.

In doing the megas, we have created an awareness in conjunction
with NAWBO, Small Business Administration, the Department of
Treasury, and every major Federal agency has been a very active
participant in these. This wasn't true in 1983 or 1984. The level of
activity has increased substantially as we have done these, and
they need to be continued.

We are developing an inventory of what Government buys so
that Susan Snyder can get a booklet that will tell you exactly, Gov-
ernment-wide, what is being brought where, so she can target her
own market.

The unique thing we tried at mega was to schedule appoint-
ments.

Chairman LAFALCE. Shouldn't that Government booklet be avail-
able to all businesses indiscriminately, whether they are male,
female, minorities, et cetera?

Ms. Buww. The Government booklet created on the opportuni-
ties?

Chairman LAFALCE. No; the booklet that explains the contracts
that are available.

Ms. Buww. Sure, it is.
Chairman LAFALCE. All right. Let's go on. I am going to have to

leave here in 5 minutes.
John, do you have any questions?
Mr. HILER. Thank you, Mr. Chairman.
I am going to play a little bit of the devil's advocate here. Just

bear with me. Separating our procurement activities, the Federal
Government buys enough, does it correctly or incorrectly, separat-
ing out that and looking at the great bulk of 3.7 million women-
owned businesses, a fraction of which have ever called the SBA to
assist them, or the Department of Commerce, or something, a
couple of figures that can challenge my mind. Women-owned busi-
nesses, I believe, are the fastest-growing segment of small business-
es in America. Dollars of sales are growing dramatically.

It would seem to me that the barriers to access and the barriers
to success for women in businesses must be falling down at a rapid
rate to have that type of rapid development. Why is that statement
right or wrong?

Maybe go to the private sec.or first here, then go to the Govern-
ment?

Ms. SNYDER. Whythe question was why, if given the success of
women in small businesses, the rate of their increase and the in-
creased rate of their income, isn't this a sign that barriers are fall-
ing to women in business? Is that your question?

Mr. HILER. Yes.
Ms. SNYDER. I would take it from another viewpoint, being the

devil's advocate for the other side.
Mr. HILER. Sure.
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Ms. SNYDER. Since the 1960's, when women began to feel thathigher education was a normal and expected thing, the number of
women qualified to enter the workforce and equipped to compete in
corporate activity has, in my opinion, increased substantially. Froma simple Darwinistic perspective, there are more of the speciestrying to enter the business arena. From that standpoint, I don'tthink the numbers necessarily prove that barriers are falling. Ithink there are more women knocking at the barriers. I think
there are more women qualified, dri,ien, motivated with the desireto try to make it in business, and, thus, there are more women suc-ceeding. Although the numbers may look, I suggest tnat the pro-
portions are static for all intents and purposes.

You could take a very primitive view that the strongest willmake it. The point of my testimony is that we should take a moreenlightened view, if only in the national interest, because in thisparticular stage of our economic history, women-owned businesseshave a great deal to offer the United States.
New, dynamic businesses are needed to span the trade gap. If

four out of five new businesses are women-owned, it is evident that
women are a useful economic source. The creativity these women
represent, their expertise, could be extremely valuable. So, why notfind a way to encourage the momentum, not subsidize it necessari-
ly, and, at the least, allow it unfettered movement. Such policy isin the national interest.

Ms. HAGER. I agree with you that the barriers are falling withthe exception of the two areas of procurement and equal credit op-portunity. I think barriers are certainly coming down in those
areas, but we have a long way to go in those areas.

Mr. HILER. If you look at the long-term health of women-owned
businesses in America, I hope it doesn't depend on the Federal
Government's purchases. The Government's purchases are a smallfraction of a $4 trillion economy.

Ms. HAGER. It obviously doesn't depend on that.
Mr. HILER. One of the testimonies I heard in the last day or twohas suggested that a disproportionate share of women's businesses

are in the service-retail area. Defining service is broad, but that iswhere there is a tremendous amount of growth in our economy. To
say that women are going into an area in business broadly defined
where there is tremendous growth and don't seem to be going into
an area as rapidly where there isn't growth, I don't perceive that
as negative, which I gather from testimony yesterday might be neg-ative.

The procurement dollars, even if we had extraordinarily success-
ful procurement practices at the Federal level, that would be but
an extraordinarily small dent in those 3.7 million women-owned
businesses, wouldn't it? I am playing the devil's advocate.

Ms. HAGER. Women's businesses will not succeed or fail becauseof procurement, but it is still not acceptable that all of that isgoing to men.
Mr. HILER. That is accepted.
Ms. SNYDER. The point about access to credit is important be-

cause the issue is one that also has national significance and isworthy of being considered separately from the issue of procure-ment.
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Mr. HILER. It has a lot to do with general difficulties in gaining
credit for all small businesses, doesn't it?

Ms. HAGER. Some of it does.
Mr. HILER. There are two kinds of problems. One is general

access to credit and equity forI come from the foundry business.
That is the business I grew up in, and 80 percent of the capital that
goes in the foundry industry comes from two areas, retained earn-
ings or capital that the owner or manager brings in. Only 20 per-
cent of the capital comes from outside ownership or comes from
banks or something. Four-fifths of the dollars come from what the
person has been able to earn on their own or what they brought
into the ball game to begin with.

I think that is true of most businesses. General access, and
coming up with new instruments for increased access to equity, I
think these are things that will help all business, including women-
owned businesses.

Ms. HAGER. I absolutely agree. I think they will help all busi-
nesses, including women-owned business.

I think there is an extra barrier for women, women-owned busi-
ness, when you go to deal with the bank. I am not talking about
getting startup funds or things nobody gets. I am talking about re-
alistically, lines of credit, things like that. There is an extra barrier
for them.

Chairman LAFALCE. I am going to intervene because, unfortu-
nately, I am going to have to be leaving momentarily. I want to
make a few points and ask a few questions.

In your attachment to your testimony, Ms. Bulow, you state that
there was assigned a women's specialist position at the Office of
Small Disadvantaged Business to manage Commerce's women's
business program. You say Department of Commerce [DOC] is the
only Federal agency with this full-time position. Is that correct?
That is in your allachment.

Ms. BuLow. If it is in my attachment, it is correct.
Chairman LAFALCE. That is one of the problems. DOC is the only

agency with this full-time position. I would praise DOC, but we
have to ask if it is good for DOC, why isn't it good for all agencies,
too. I am going to have to pursue that. Maybe that is something
else that can be brought up in our Interagency Task Force.

I would like to make another point, too. I had heard of Ms. Phil-
lips before I made inquiry as to what has happened to this inter-
agency group, and who is the chairperson of it. Maybe that is a
problem too. Maybe the chairperson should be some person of
greater visibility to give it and, its mission more stature. If you
have visibility, you, therefore, might bring with you the require-
ment for better accountability. Whether it would bo Elizabeth Dole
or Peggy Heckler, someone of adequate stature to give that mission
its proper stature.

Yesterday, I suggested that one of the things we needed was not
just a program for women, but programs in the existing trade asso-
ciations and education programs, and that they be so structured,
although the programs would be for all, they might be of special
benefit for women. For example, the American Banker's Associa-
tion program on lending practices might focus more on soft assets
as opposed to hard assets in terms of lending credit.
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That could be very interesting. I think that is going to be incor-
porated at their next conference, which will take place in June in
Boston, in which I will be participating.

Something else too. On the whole subject of goals, someone oncesaid that happiness is directly proportionate to one's expectations.
And, therefore, if we set very low goals, it would be easy to be very
happy and have great success, or proclaim great success. Now if we
set unrealistic goalsfor example, I voted against that provision
which eventually became section 1207 that called for 10 percent ofall DOD contracts to go to minoritiesthat would have created
automatic, absolute, certain unhappiness. Unbelievably unrealistic.

How do you determine what is the proper goalone that is at-
tainable if you strive mightily, but not so low that you can achieve
it easily and not so high that you are going to become absolutely,
impossibly frustrated? I am not sure about methodology that has
been used in the goal setting process with this fostering of procure-
ment.

I note there are some agencies whose goals and achievements for
1988 are lower than goals for 1987.

Ms. Crockett, we are going to have to sit down in the future and
go over these on an agency-by-agency basis.

Ms. CRocxErr. Our goaling is done prior to the achievements of
the previous year coming in, so we really don't have that year's
achievements as a basis in negotiating.

Chairman LAFALCE. Sure. Sometimes, by establishing very highgoals, even if they are unrealistic, you do bring with you tremen-
dous frustration. But you also push individuals to levels that sur-prises the world.

For example, didn't we have a legislative requirement for AID
with respect to contracts for women? Aren't they now closer toabout 4 percent whereas the average is about 1 percent?

So, if we are going to err, perhaps we ought to err on a higher
goal, perhaps, than a lower goal. We ought not to take too much
solace in the fact we have 1 percent.

My next point is we are addressing ourselves to women business
owners. But as I understand it, your organizations are also con-
cerned about women in business as opposed to womer. business
owners. My question is, do you have programs specifically designed
to be of assistance or to look at the special problems of women in
business as opposed to women business owners?

Ms. CRocxErr. Are you defining women in business as working
for women-owned firms?

Chairman LAFALCE. No.
Ms. CkocxErr. Our focus is primarily on women business owners.
Chairman. LAFALCE. All right, fine.
The next question is, suppose I am the President, January 1989,

and I call you into my office, and I say to you, Kay Bulow, Depart-
ment of Commerce, everybody says the Commerce reports are the
best show in Government. Ms. Hager, founder of NAWBO, and you
are a critic, and Susan Snyder, you work for those Fortune 500
you have had experience in the private sector. What have you tried
to accomplish that you have been unable to accomplish?

What have you asked for from your superiors that you have not
been able to get, and what would you ask for now? What program

1.1
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would you want, so that at the end of my term in December 1992, I
could look back and say that we did more for women in business
and women business owners than any other administration ever
did? How would you answer that?

Ms. Caocx Err. As I mentioned earlier, more long-term training. I
think that is the most important aspect of success.

Chairman LAFALCE. I am going to ask Ms. Crockett and Ms.
Bulow to flesh out their answers in writing on that question, OK?
What you have asked for and haven't gotten, and what you would
ask for, if I were President, and if there were no OMB, and you
had direct access. Ms. Hager and Ms. Snyder-

Ms. CROCKETF. There is always an OMB.
Chairman LAFALCE. Not in my administration.
Mr. HILER. That will be part of the record of the committee?
Chairman LAFALCE. Absolutely.
[Ms. Bulow's response may be found in the appendix ]
Chairman LAFALCE. To the two Susans, any comments you would

like to make now on that?
Ms. HAGER. Sure. I would like to see a committed administration

in your administration. I am sure that would take place as it does
now. I would like to see more procurement dollars going to women,
both in primes and in subcontracts. I would like to see equal credit
opportunity across the country.

Ms. SNYDER. Rising to meet the chairman's challenge, I would
probably offer total unhappiness by setting very high standards.
My interest would be consistent with my testimony to see women
so integrated in the procurement process in the United States that
the subject would no longer be a special issue any longer.

Chairman LAFALCE. Amen. That is the goal. The goal is not to
have any special programs for women. That is the goal, too, with
respect tc minorities. We ought to remember though, that these
are means to an end. They ought not to be permanent, perpetual.
We are playing catchup football right now.

The whole idea is not to play catchup football in the future. But
we would be pretty stupid, or naive, or permanent devil's advocate
if we didn't realize that there is an imperative for catchup football
right now.

The commi
[Whereupon

to the call of t

ttee will adjourn, and I thank you all very much.
, at 11.00 a.m., the committee was adjourned, subject
he Chair.]
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NEW ECONOMIC REALITIES: THE ROLE OF
WOMEN ENTREPRENEURS

TUESDAY, MAY 17, 1.988

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to notice, at 9:30 a.m., in room

2359-A, Rayburn House Office Building, Hon. John J. LaFalce
(chairman of the committee) presiding.

Present: Chairman LaFalce.
Chairman LAFALCE. The Small Business meeting will come to

order.
Today's hearing is the fifth in a series of hearings designed to

address issues affecting women-owned businesses. The committee
has examined problems relating to Government procurement,
access to credit, the effectiveness of public policies and programs,
and the accomplishments and contributions to the economy by
today's business owners who just happen to be women.

Representative Silvio Conte could not be with us today, but he
has submitted a statement. I ask unanimous consent that it be put
into the record.

[Mr. Conte's statement may be found in the appendix.]
Chairman LAFALCE. We have invited witnesses today to discussthe changing naturec of the workforce and its implications for

women entrepreneurs. We will hear from Bickley Thompson, direc-
tor and senior editor of American Demographic:; for an overview of
statistics and projections for the future; Jeannette Scollard, presi-
dent of SCS Communications, entrepreneur, author, lecturer, and
financial counselor featured on ABC's Home show; and Beth Wray,
president of Businesb and Professional Women, USA. She is also
Dean of Students at North State College in Aberdeen, SD.

But before we hear from our witnesses, I want to acknowledge
the continuing interest in these hearings expressed by the National
Association of Women Business Cwners, NAWBO. We have ar-
ranged for a viewing of an 8-minute video entitled, "Against all
Odds."

We will view the video tape later because our first witness, Ms.
Townsend, has some time constraints. Therefore, I am going to call
Ms. Bickley Townsend to the witness table. We will hear from Ms.
Townsend, and then we will hear from the other panelists and view
he tape.

I hope you will be able to stay with us a little longer.
(113)
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TESTIMONY OF BICKLEY TOWNSEND. DIRECTOR. RESEARCH
AND EDUCATION. AMERICAN DEMOGRAPHICS. INC., ITHACA. NY

Ms. TOWNSEND. It is a pleasure to be able to participate in these
hearings, even briefly, and especially at the invitation of a fellow
upstate New Yorker.

Chairman LAFALCE. Where are you from?
Ms. TOWNSEND. Ithaca. I have been asked to summarize briefly

the changes that are occurring in the American workforce which,
as we know, are very rapid and very profound, and some of the im-
plications and challenges that those changes mean for employees,
for the economy, and for Federal policy in the years ahead.

If I had to sum up the trends we see in one sentence, I would say
that America's workforce is becoming steadily older, on the whole
better educated, although with a caveat which I will go into in a
minutemore racially diverse and, of course, more female.

Let me t."russ each of those trends briefly. Ever since the first
baby boomer ,,..rued 40 in 1986, we have heard probably more than
many of us would cafe tL -..* the aging of the American popula-
tion. Although, I must say Amer-an Demographics is partly to
blame for the media coverage since we put out the press release on
that.

Chairman LAFALCE. Did you coin the phrase, the graying of
America?

Ms. TOWNSEND. That is another one. I think we have heard some-
what less about a concomitant trend which is that America's labor
force is also aging. The average worker today is 35, and by the year
2000 he or she will be a distinctly middl3 aging 39.

Now, this is happening partly because of the aging of the baby
boom. But there is another important reason, and that is the baby
bust, that very small generation born in the late 1960's and 1970
when families were down-sizing from an average of four to about
two children. Those young people are reaching auulthood now and
coming on line as workers.

Our 18- to 24-year-old population is going to decline by one-fifth
between 1960 and 1995. I would like to emphasize one reason why
America's workforce is not aging. It is not aging because older
workers are remaining on the job for more years. In fact, just the
opposite is occurring because older workers are, in fact, taking
early retirement in record numbers.

One third of men, aged 55 to 64 are no longer in the labor force
at all as participating members. That is double the proportion of
men that age who were working just a decade ago. This rising age
of the workforce is a two-edged sword. It has positive aspects to it.

The prospects of a somewhat older, more experienced labor force
could herald a big productivity bonus for the economy, one that
could give our economy a boost that we could really use in the next
few years.

But on the minus side, an aging population also means a slower
growing workforce. Between now and the year 2000, our labor force
is going to grow at the slowest rite in history, except during the
Great Depression.

Now, of course, there will be a lot of regional variation in that
decline, but overall, what it means is a period of tighter labor and
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a treat of wage inflation as scarce entry level workers are able tobid up their price. This shrinking labor pool is going to be a par-ticularly critical problem for retailers, food marketers, and other
businesses that rely on entry level workers.

Larger employers are already easing the crunch by substituting
technology for labor. For example, you have seen those beveragebars in McDonald's where you have to pour the cokes yourselves
instead of having a counter worker do it. Small businesses can'ttake advantage of high-technology solutions as these as easily ascan large corporations.

This is an issue your committee might want to take up. Otherissues for Federal policy include retraining of older workers and in-
centives to attract retirees back into the labor market, if only forpart-time or temporary jobs.

Turning to education, the overall trend is that America is becom-ing a steadily better educated society, and part of the reason forthat is again the baby boom. Half of all baby boomers have gone tocollege for at least 1 year and on .-quarter have a college degree.
The baby boomers, of course, are also the generation that closed
the educational gender gap. Women have made tremendous strides
in education in recent years and they show up most strongly
among those younger baby boom women, the ones now 25 to 34,who just about have the same levels of education as their male
counterparts.

Now, this is happening for two reasons: Not only are morewomen going to college than at any time in our history, but also,
for the first time in recent memory, fewer young men are complet-
ing college. The trend toward a more educated workforce is a goodsign because most of the fastest growing occupations that we seebetween now and the year 2000 now will require at least some col-lege.

In fact, there is a new study by the Hudson Institute called
Workforce 2000, which concludes that by between now and the
year 2000 for the first time in history, a majority of all new jobswill require post secondary education.

But I mentioned earlier that there is a caveat to this better edu-cated picture. Statistical averages mass the fact that too many
young people are failing or being failed by our educational system.We have a persistently high rate of school dropouts, particularly
among children from low income and minority families. These arechildren who already have the fewest advantages in life.We need to do everything we can to help convince young people
to stay in school and ideally to go on to college. Besides increasing
the number of years of schooling our young people receive, we alsoneed to improve the quality of that education. We know that thejobs of the future are going to require much greater literacy and
much better quantitative skills than many of our children are nowreceiving.

Educational reform has begun, but we have a long way to go torebuild the educational standards and basic skills that fell by the
wayside in the 1960's and 1970's. The National Commission on Ex-cellence in Education found, among other things, that 40 percent ofrecent high school graduates were unable to read at the ninthgrade level.

1
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Productivity losses caused by poorly educated workers are cost-
ing Ameican businesses an estimated $25 billion each year. That
is a cost that the small business owners can ill-afford to pay and
money that could be invested in greater productivity and economic
growth.

Sam Ehrenhalt, the New York regional commissioner of Labor
Statistics, summed up the policy implications of this trend recently.
He said, "Ultimately the quality of the labor force may become the
limiting factor on the New York City economy. That is why, in my
opinion, improving educational outcomes now ranks as the city's
number one economic development effort." I believe that conclu-
sion holds true not just for New York City, but for the country as a
whole.

Let me turn to the third trend, and that is our workforce is be-
coming far more racially and ethnically diverse. Workforce 2000
made a number of interesting projections, but one in particular
stood out. For the rest of the century, this study concluded, native
born white men will make up only 15 percent of new workers.

For an economy for which traditionally white males have been
the backbone, this trend signals a whole new world ahead. One in
five Americans today is black, Hispanic, Asian, or another minori-
ty. The impact of this diversity will be certainly felt in the work-
force, more dramatically in some geographic regions than others. It
is only a matter of a year or two before New York City has a ma-
jority minority labor force.

A number of other cities are also at or approaching the point at
which it is no longer appropriate or even accurate to refer to non-
Caucasian ethnic groups as minorities. Some of these cities include
Los Angeles, Detroit, Chicago, Philadelphia, Miami, . lot of cities
in Texas, and, of course, here in Washington, DC.

The growing racial and ethnic diversity of our workforce will put
greater demands on employers. There will be more training needs,
more language problems, greater responsibility for employers to
avoid violating provisions of the immigration reform laws. But it is
also a two-edged sword. Many new immigrants have already
pros n that they are at least as hard-working and enterprising as
their predecessors from earlier generations.

So, we can expect that the growth of immigrant minorities in the
workforce will have a positive effect on the economy. The increase
of black and other native born minority workers will mean contin-
ued issues of an affirmative action and equal access to employ-
ment. Where these minorities are concentrated in disadvantaged
areas, it is going to take special efforts in education, vocational
training, and economic opportunity to bring more and more minor-
ity workers into the mainstream of the economy.

I have reserved for last, the trend that is of greatest interest to
these hearings and very probably the single most important trend
that has ever taken place in the American labor market. That is
the enormous influx of women into the paid labor force in recent
years.

Already, women account for nearly two-thirds of all new work-
ers, and they are 45 percent of the workforce, up from 39 percent
just 15 years ago. More than 7 out of 10 women in their prime
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working ages, age 25 to 54 are in the labor force and that is going
to rise to more than 8 out of 10 by the year 2000.

Women's work patterns across the life cycle have also changed
dramatically. Women, until the mid 1b70's, used to drop out of thelabor force in their child-bearing years so that fewer women
worked in their 20's and 30's than at other ages. But this pattern
has completely changed. Today, more women work in their child-
bearing years than at any other ages.

When you chart labor force participation by age, women's pat-terns look ..:ry similar to men's now. Women's occupational
choices -re also becoming more similar to men's. Consider the in-
roads women have made into many once male pr?serves. Women
today are 20 percent of all medical doctors, double their proportion
in 1972; 20 percent of all lawyers, compared to 4 percent in 1972;
and 7 percent of all engineers which may not seem like a lot,
except that they were fewer than 1 percent of all engineers in 1972.

Meanwhile, men represent a growing share of telephone opera-
tors, nurses, and typists. So, male and female work patterns are be-
coming more unisex, and combining work and family has become
the norm for most women, as well as most men today.

The majority of mothers are now in the paid labor force, includ-
ing more than half of all new mothers who are back at work before
their baby's first birthday. So, it is no wonder that family issues
related to employment, such as parental leave, child care, and flex-
time have moved front and center on the policy agenda. Even sostaunch a traditionalist as Senator Hatch is sponsoring child care
legislation, and he defended his bill by saying no matter how much
some people might want to go backward, America is not returningto an Ozzie and Harriet world.

America was founded on innovation, and our system of govern-
ment was even called the American experiment. Today, I wouldlike to suggest that we are embarked on a social and economic ex-
periment almost as fundamental as that undertaken by the first
settlers to our shores. The premise of this experiment is that men
and women can coexist as truly equal partners in the family, and
in the factory, in the boardroom as well as in the bedroom.

There is no precedent for the new work and family forms we are
forging. Yet, today, as then, a great deal rests on the outcome of
this experiment. The well-being of our Nation's children, the value
of women's investment in human capital, even America's competi-
tiveriuss could depend on whether this experiment works

I urge you to do all you can to ensure its success. Thank( you.
[Ms. Townsend's statement may be found in the appendix.j
Chairman LAFALCE. Thank you very much, Ms. Townsend.
There were so many insights that I wish to pursue. For the mostpart you picked 1972 as a base year. Any particular reason forthat?
Ms. TOWNSEND. I think there happened to be good data for that

year. The economic censuses are taken in years ending in and 7.
Chairman LAFALCE. Fine. The two concurrent phenomenon thatI am interested in analyzing a litie morewomen are increasing

as a percentage of the workforce at a much greater rate than pro-
jected now, double the rate, although it will not be as great as it
was from 1972 to the present. There is also data in here regarding
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the, if not illiteracy of the workforce, educational inferiority of the
workforce.

Forty percent of high school graduates aren't able to read at a
ninth grade level. I think you have other statistics regarding the
poor educational quality, despite the fact that the proportion of
adults who are high school graduates has risen, despite the fact
that these jobs will require higher educational attainments.

I wonder if this breaks down, however, along male/female lines.
I only know from my own experience, and I look back to grammar
school days, and we had a reunion not too long ago. I looked at the
literates and illiterates. The females were the literates and the
males were the illiterates. It was true thenthat was a long time
agowith a few exceptions.

Do we have any data on that?
Ms. TOWNSEND. Well, there are a couple of responses to that. I

think girls often do get better grades in school than boys because
they tend to follow rules more.

Chairman LAFALCE. Superiority of the species, I understand.
Ms. TOWNSEND. Boys have higher high school dropout rates, but

girls also have high dropout rates for different reasons. The
number one reason girls drop out is pregnancy and four out of five
girls who become pregnant in high school drop out.

That suggests a whole intervention strategy there for females
that obviously does not apply to males in the same way. The oppo-
site trend is that boys do tend to snore higher on quantitative tests
and do better ai math and science, at least on standardized tests.

Traditionally, girls were not encouraged as much as boys to
purcie science and math. Clearly, when you look at the jobs of the
future, we need to encourage both sexes to do better in both quanti-
tative and verbal skills.

Chairman LAFALCE. Do you know if there is any breakdown
about education attainments, based upon gender?

Ms. TOWNSEND. On performance?
Chairman LAFALCE. Yes.
Ms. TOWNSEND. Yes; the Center for Education statistics has that.
Chairman LAFALCE. They have all of that.
I am not going to ask anymore westions right now, because I am

advised that you had to leave at 10 o'clock.
Ms. TOWNSEND. If you have any additional questions, I would be

happy to submit answers. Thank you.
Chairman LAFALCE. Thank you very much.
Couniel advises me that it would be appropriate now to view the

tape prepared by NAWBO. Whoever is responsible for that, why
don't you put it on.

[Whereupon, a video tape entitled "Against All Odds" was
shown.]

Chairman LAFALCE. Thank you very much. My congratulations
to NAWBO for that very fine production. As the credits were being
given, I noticed two things. It was obviously produced and made ex-
clusively by women.

Also, I see that Amy De Louise, the daughter of our staff assist-
ant, Dick De Louise, had a hand in the writing and producing of it,
a major hand. Let us return to the traditional format of the hear-
ing and call our next two witnesses to the table now.
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I would ask both Ms. Jeannette Scollard and Miss Beth Wray if
they would come to the witness stand at the same time.

Jeannette, good seeing you again. Our first witness will be Ms.
Jeannette Scollard, who is known for many things, as I mentioned
in my introductory remarks. Since December, most notably, for
being a principal speaker at a forum I had in my congressional dis-
trict on women in business.

I thank her for that. Jeannette.

TESTIMONY OF JEANNETTE REDDISH SCOLLARD, PRESIDENT,
SCS COMMUNICATIONS, NEW YORK, NY

Ms. SCOLLARD. Mr. Chairman, I am going to talk to you about
some of the changes in the American business place. There are
some fairly dramatic changes and women are a very important
part of these transitions, which are all more apparent to me be-
cause of several jobs I hold as a very avid entrepreneur with about
eight companies, as author researching my third book on women
entrepreneurs for Macmillan Publishing, and as resident financial
expert for ABC television's Home show.

My work certainly keeps me in touch with the heartland of
America. I would like to spotlight three major trends in the Ameri-
can workforce. They represent substantial changes, and women are
a pivotal factor in all three of them. 1 IA 1 briefly call these devel-
opments to your attention, and point out some of the challenges
they present, and suggest some of the ways in which Congress can
provide important assistance.

The first and most important trend is the brain drain of women
from the traditional male-dominated corporate arena. What youfind is the cream of women executives are leaving the larger corpo-
rate strucWres and opting to start businesses of their own. There
are two reasons for this brain drain.

One is, the higher up a woman moves in the business hierarchy,
the more sex discrimination she is likely to encounter. I know. I
have been there. In the late 1970's, I was the first and only woman
officer in the history of a 100-year-old blue chip multinational.

I learned first-hand what it is like to reach the crystal ceiling,
and the male establishment denies it exists, but it is the point at
which a woman will not be promoted no matter how she performs.
I don't see any improvement today in this tacit discrimination, but
we refuse to be so easily dead-ended in our careers.

Women realize that not one single woman is among the power
brokers in the financial community, and there still is no ladies'
room at the New York Stock Exchange. Women realize that they
must move into another milieu away from the older boy network
which so successfully has excluded them. They have figured out
that if tilt y want to be president, they are going to have to own the
business themselves, hence, the exodus from corporate life in entre-
preneurship.

Not only can women make as much money on their own, they
can be in control of their lives. This brings me to the second factor
that makes entrepreneurship attractive to women. We carry the
lion's share of the responsibility for our husbands and children, but
the corporate structure was designed for men who had wives.

1
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Well, women don't have wives. We are the wives. The only way
that a woman can have it all, as men do, is to take charge of her
destiny. If she is the boss, she gets to write the rules, new rules.
She can design her schedule around her family's need. She can del-
egate to her assistants when Johnny is sick, instead of calling and
apologizing to her boss.

When she likes, she can take the office to the nursery or the
nursery to the office. She can do this without losing one iota of pro-
fessionalism. We are seeing this extremely capable segment of our
workforce abandoning the corporate halls and creating a most ex-
citing and vibrant part of our economy, new businesses that create
new jobs for our workforce.

I think we are only at the beginning of what is becoming a
groundswell. You would be surprised how many women executives
still in corporations are harboring dreams of escape. When I am
interviewing for my books, women say, "Jeannette, I am not going
to be here when you do your next book. I am going to be out on my
own." They keep their jobs for the short term as they secretly build
a framework for their long-term future enterprises.

They plan to escape the confinements of being second class citi-
zens in a man's world and create brave new worlds :if their own.

We should focus on two important ramifications of this change in
the marketplace. One, the exodus of senior women is depriving tra-
ditional American business of a power source of fresh insight and
ideas.

Much of corporate America is in dire straights right now and can
ill-afford so crippling a brain drain. I would suggest that Congress
vigorously encourage corporate America to promote its talented,
capable women. As it stands, now, the outlook for women in the
1990's in corporate America is far bleaker than it was in the 1970's.

To be blunt, many corporations have already hired their token
woman, who may have left in frustration, and now the corporation
feels under no pressure to replace her. The attitude is, "We had
one, and she didn't work out, so you can't say we didn't try."

There is another interesting ramification of the exit of women
from male-dominated corporate America, and this is more pro-
fount. Women's ideas are lost and so is the impact of their man-
agement style. Women's management style tends to be more appro-
priate to social realities and economic con' ngencies of today. It is
more open, subject to give and take, and responsive to the attitudes
and insight of their subordinates.

Moreover, women managers tend to inspire more loyalty and
have earned a reputation among their male superiors for being far
more loyal than counterparts. Transfer this management style to
the unique advantages of entrepreneurship, and you have an inter-
esting combination here.

As you know. one of the key strengths of privately held business
is that it has the privilege of thinking long term. Such a business is
not at the mercy of investors who think short term and are preoc-
cupied solely with the price of their stock and dividends which
must be paid next quarter. Since an entrepreneur must answer to
no outside interest, she can plan for the long term. Therein lies
much of her business' future strength and the future of success.
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To summarize, we have a new management style that inspires
job satisfaction and a setting where a long-term view is possible.
'Thus, women entrepreneurs can provide a fresh new environment
which might compare favorably with the much touted Japanese
style.

We are much more in keeping with the trends than is the more
rigid and increasingly outmoded approach of our traditional, but
beleaguered American business.

What is the major challenge facing these wor n? Money.
Women entrepreneurs typically have more difficulty than their
male counterparts in raising capital.

Banks routinely discriminate against women. American bankers
simply have not kept up with the changing nature of the work-
force, and very few of them recognize what an important market is
emerging ;n women-owned businesses, and very few women have
the ease and success that we saw in the video tape of Ms. Rabit.

Most of them don't know their banker, and haven't seen them
socially, and are unlikely to get that support. We really need help,
and Congress can provide it. You in Congress must help us open
the eyes of the banking community to the major economic trend of
the 1990's. You must encourage them to give women a break. You
can mandate incentives to encourage banks to stop discriminating
against women-owned businesses.

The second trend I would like to call your attention to is as a
result of the take-over mania that currently possesses corporate
America, which I see continuing for at least the next 5 years. We
are seeing an extraordinary consolidation of major companies as
they take turns swallowing each other up.

The mergers have a direct result on the workforce because they
eliminate jobs. Combined companies have redundant jobs. How
many accounting and personnel departments does a single business
need? Mergers result in massive out placement of middle manage-
ment. Middle level management is fired or forced into early retire-
ment.

Corporate America may not have many jobs for out-placed 50-
year old managers, but entrepreneurial America sure does. These
experienced managers are a great potential source of assistance for
the traditional undermanaged entrepreneurial structures.

The challenge here is twofold. First of all, the out-placed manag-
ers need to be educated about the opportunities in the world they
know little aboutsmall business. They need to be trained in the
lean cost efficient management style indigenous to small business.
Then the banks have to take women business owners seriously -idfund them e ;hey create new jobs for an idle reserve.

Once Congress can be of great assistance in providing a
solution. We need educational and job placement programs to fa-
cilitate the recycling of these seasoned managers to help the usual-
ly understaffed entrepreneur, and we need incentives with regard
to banks for funding payrolls, expanded to include otherwise un-
productive members for a displaced management community.

The final trend I would like to bring to your attention is the
entry of housewives to the workforce and the return of women who
took time out of the formal workplace to raise children. Tradition-
ally, these women would have worked at lower levels in corporate
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America, and they would have been asked how fast can you type,
and can you operate the Xerox machine.

But as entrepreneurism increases, they are instead starting their
own business, frequently selling the skills they learned in the
home. They sell their housewifery skills. One of my favorite compa-
nies is a company called, "Rent a Yenta" in New York, and it is
housewives that do what housewives do. They will pick up your
grandmother at the airport, throw a party, clean your house, what-
ever you need that is legal or honest, and they have a good busi-
ness.

Businesses like this are springing up all over the country. House-
wives selling houses de skills to women like me who don't have
time to do it for ourselves. Also, cooking skills are sold, and we
have seen many women-owned businesses start in the kitchen.

Usually these businesses are started with very little money,
under $500. Most of these businesses operate from the home.

Once again, these women business owners need assistance. They
need to learn more about business and business-like procedures,
about marketing, and about recordkeeping. They need access to
small amounts of capital.

What can Congress do?
Encourage the banks again. Persuade them to set up depart-

ments specifically oriented to investing in tiny emerging business-
es. I can't think of a better investment. Moreover, we need more
basic business classes to help these women, and the tax laws should
be redesigned to encourage a small business person operating from
her home. There is no reason why she should be penalized because
it is more efficient and cost effective to keep the business at home.

Finally, simplify the paperwork necessary for small businesses
that employ only two or three people. Encourage the small busi-
nesses, because mai y of the greatest success stories in American
business began in the home. As a matter of fact, Henry Ford began
at home. He started tinkering in his backyard.

In short, these trends, the brain drain of female executives out of
corporate America, the out placement of mostly male middle man-
agers in corporate America, and entry of housewives and full-time
mothers into entrepreneurial America are all challenges which can
be met with basically the same solutions, increased knowledge and
access to capital. You in Congress have the power of authorizing
various agencies to fill these educational needs I have brought to
your attention and of persuading the banks to give women an
equal chance.

You can legislate tax incentives to help small business grow into
bigger ones. As reported to you earlier, by 1990, half of the new
business startups in this country will have been initiated by
women. What we need now is to form, conscientiously, an environ-
ment where these enterprises can flourish, creating new jobs and
contributing long-term American benefits to the American econo-
my.

Thank you for the opportunity to bring these issues to your at-
tention.

[Ms. Scollard's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much.

1 °1., LI
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N nit we have Ms. Beth Wray, President of Business and Profes-
sional Women U.S.A.

TESTIMONY OF BETH WRAY, PRESIDENT, NATIONAL FEDERA-
TION OF BUSINESS AND PROFESSIONAL WOMEN'S CLUBS, INC.
[BPW /USA]

Ms. WRAY. I am the president of the National Federation of Busi-
ness and Professional Women's Clubs, Inc. I want to thank you for
giving Business and Professional Women U.S.A. this opportunity to
present testimony to the committee on issues certainly of great im-
portance to BPW, women's business issues.

I would like to summarize my remarks and then submit our full
testimony for the record.

Chairman LAFALCE. Without objection, so ordered.
Ms. WRAY. I would also like to commend you, Mr. Chairman, for

once again demonstrating your commitment to a very proactive ap-
proach to the needs of America's small businesses. Hearings such
as these really provide all of us, whether it be Government, privatesector, or education in the nonprofit community, with food for
thought and certainly recommendations for action. I thank you forth?' opportunity.

bPW is the oldest, as well as the largest, organization in Amer-
ica dedicated to the needs of working women. We are 125,000
women and men from across America, business people an entre-
preneurs who are in business.

Our role is actually twofold: Promoting women's roles in the
workplace and helping business to adapt to the social and economic
climate created by women's changing role. One-third of our mem-
bers in BPW are employed in or are owners of small businesses,
and many others serve these small businesses either as bankers,
computer specialists, accountants, telecommunications expertspo-sitions of that nature.

As business women, we deal daily with the impact of the chang-
ing labor force and the changing economy on the bottom line. As
women, we know our personal reactions to these changes and what
we need from our employers and our Government, as well.

As citizen lobbyists, we have a unique, broader perspective bol-
stered by research. We believe that the systematic entry of women
into the workforce has created a revolution in our economy, our
businesses, and our society. Certainly, it is as profound as the
changes brought by the industrial revolution.

You have heard throughout these hearings so eloquently today
from my colleague from American Demographics about the increas-
ing number of women in the workforce. These numbers have had
dramatic effects on businesses in two ways: The changing needs of
their changing workforce and a very different business climate in
which to operate.

The American labor force is being transformed by the incorpora-
tion of women into the labor force and the percentage of workers
who have parental roles without someone at home to assume full-
time family and household responsibilities. Because of this, the
needs of families are going to play an increasingly larger role in
recruitment efforts, benefit plans, and productivity increases.

88-199 0 - 88 - 5
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Employees, and particularly women, can't leave their problems
at home, as their employers might prefer, because, increasingly
there is no one left in the home to take care of family and house-
hold needs. The productivity of the American labor force will
depend on business policies that allow for balancing work and
family responsibilities of the mother and the fathers who increas-
ingly share at least some of the family responsibilities.

Demographic shifts as large as these also create new demands on
the economy. Just as the baby boom led to an increase in public
schools, health care services, and the growth of child-related indus-
tries from Gerber, to Mattel, to Walt Disney, the incorporation of
women into the labor force has created dramatic changes in the cli-
mate in which business must operate.

One of the must dramatic consequences of the changing work-
force is the growth in business and services once provided by home-
makers, such as child care. The incorporation of women into the
labor force has also made people time-poor and willing to purchase
services and products that compensate for lack of time. Cleaning
services, microwave ovens, VCR's and take-out and home-delivered
food services have all exploded in response.

The rhythm of life also means people no longer shop during
working hours. About 70 percent of households have no adult at
home to shop, go to the bank, pick up the dry cleaning. Stores have
changed their hours, and there has been a dramatic growth in per-
sonal shopping consultants and shopping through mail order cata-
logs. These combined forces have created a climate for American
business in which they must adapt or die.

For example, if we can take a moment to look at the American
tradition, the Fuller Brush Co., both their products and their mode
of delivery had to change. Women and men now use Vanish drop-
ins and Scrub Free instead of specialized brushes and elbow grease
to clean their homes. The American woman isn't at home to
answer the door when the Fuller Brush man arrives.

Fuller adapted. It now specializes in beauty care brushes and
sells them by mail with a telephone order system personed by
female customer sales representatives.

Small businesses have always been the first to adapt to changing
demographic and economic shifts. In this major shift, they are not
different. We know anecdotally that small businesses have made
some of the fastest adaptations to the famil:' needs of employees.
Our small business women report starting onsite daycare centers,
implementing parental leave policies, and doing flextime arrange-
ments to keep valued employees.

The increasing presence of women as business owners is a major
change. The women now own an estimated 25 percent of the Na-
tion's small businesses, and we are the fastest growing segment of
the small business world.

In 1982, despite significant barriers, women-owned firms generat-
ed receipts of $98.3 billion and paid over $37 billion in Federal
taxes.

The policy innovations demanded by changes we have outlined
are as broad and as far reaching as the changes themselves. Not all
the changes are governmental. Many can, must, and are being
made by the private sector itself.

1 j 0
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Economic theory indicates that the business sector will adapt to
demographic change given enough time.

We applaud those businesses who are at the cutting edge of that
change, such as Hallmark, Payless, Cashways, and others cited inthe May issue of Savvy Magazine as best U.S. companies for
women.

I would also like to submit the article from that issue of the mag-azine citing these best U.S. companies for women.
[The article may be found in the appendix.]
Ms. WRAY. Sometimes, American society does not have that

much time, and it is under those circumstances that Government
needs to intervene, either through provision of information to
make change possible, funding assistance to alleviate the economic
cost of the change, or sometimes direct intervention to set a stand-
ard below which American society will not fall.

The changes we have described create three specific areas these
hearings should address:

The adaptation of businesses to the family needs of their work-
ers; the adaptation of businesses to the changing economic climatecreated by the massive demographic changes taking place; and the
specific needs of the increasing numbers of businesses.

In the area of family policies, some corporations such as those we
have already cited have been pace setters.

Small businesses are also experimenting with creative ways of
providing such services.

These private sector initiatives are to be applauded, and we be-
lieve more will occur as time goes on.

However, the very posit of efforts by businesses points up a spe-
cific need for data and assistance by the Government.

In our continuing research, we have discovered there is almost
no research available outside individual large corporations onfamily policies.

Most of the information available on which policies work, which
are cost effective, boost productivity, and increase retention and re-
cruitment is anecdotal and specific to the corporation doing thestudy.

It is in America's business self-interest to have these answers,
and it is especially in the interest of America's small businesses.

These are the first to have to adapt and the last to be able to
afford the research that would help them do just that.

Therefore, we propose a study be undertaken under the auspices
of this committee to determine what America's small businesses
are doing to provide for the family needs of their workers, to docu-
ment policies which are working, to set up demonstration projects
to test various responses to the needs of employees, and provide
quantitative documentation of effectiveness and cost benefit to the
employer, and to establish the number of workers actually covered
by such enlightened employees.

Because there are cases where specific results are needed, BPW
continues to suppo-+ legislative priorities such as the Family and
Medical Leave Act and pay equity legislation, and we certainly
hope that members of this committee will join us in these various
efforts.

1 3 ,
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In the area of the changing economic climate and the resulting
business climate, we believe data is even more needed.

The pace of change in our society is not abating. It is now
normal and will continue, but we do not yet understand the full
impact of the changing workforce and the changing family on our
economy.

Today, our small businesses, frcm which our future large busi-
nesses will grow, are trying to make their way in the most dra-
matically changed economy since the industrial revolution. They
are trying to make their way without a road map.

Imagine how much more productive they would be, how many
more new small businesses would survive, and how many more jobs
would be created if they could have access to the sort of planning
projections currently available only to farsighted corporations.

We call, therefore, for a second study to detail the changes in the
workforce and the economy which will be caused by the changes in
the workforce, with special stiention to the adaptations which
small businesses must make.

This study should protect workforce changes to the year 2010,
dissect and describe specific economic needs of markets produced
by those changes, and issue recommendations for small business
adaption.

These studies will give small business the edge they need to
make it in our dramatically changing economy.

Finally, we believe Lhere are policy efforts needed by America's
most dramatic economic force, women business owners.

We do make progress against all odds, to quote Julian Roe, the
president of NAWBO, and we believe timely information must be
geared on women business owners and accurate information made
available to women business owners about Government programs,
and procurement, and contract procedures.

NAWBO has an interesting idea with its women business owner
Federal initiative, and we will be discussing this with them at
length.

Our legislative priority is passage of a law to ensure women
equal access to commercial credit. This right has been guaranteed
for personnel credit since 1974, and it is a disgrace that we do not
have the same, as business women.

We commend you, Chairman LaFalce, for your efforts in this
area and are eager to work with you to pass the needed bill.

The changes facing business, especially small businesses, are pro-
found.

Business, Government, and society can respond with hand wring-
ing, denial, and stopgap measures designed only to meet needs so
pressing they cannot be denied, or we can meet the future with
foresight, a sense of challenge, and see these changes as the oppor-
tunities for progress in economic gain which they are.

We believe the businesses which will survive are those who hit
the latter route, and we are working within the system to forge
that route.

We ask your help to provide the data, the legislation, and the
support needed.

Thank you very much.

1,32
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[Ms. Wray's statement, with attachment, may be found in the ap-
pendix.]

Chairman LAFALCL. Thank you very much, Ms. Wray.
I want to thank both of you for your excellent testimony. We are

going to have one more day of hearings on the subject of women in
business, and women business owners in particular. Then we are
going to wrap it up and draft a report and legislative recommenda-
tions, which may include the necessity for additional studies and
reports, as some of you pointed out.

But yeu have been very, very helpful.
I found your testimony informative, interesting, and insightful

and look forward to working with all of you as individuals and cer-
tainly look forward to working with you as president of the Nation-
al Federation of Business and Professional Women.

Ms. WRAY. We would welcome that opportunity.
Chairman LAFALCE. Surely, as I have been working with

NAWBO.
I want to thank you very much.
The committee will adjourn until Thursday morning.
[Whereupon, at 10:40 a.m., the committee adjourned, subject tothe call of the Chair.]



NEW ECONOMIC REALITIES: THE ROLE OF
WOMEN ENTREPRENEURS

THURSDAY, MAY 19, 1988

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,

Washington, DC.
The committee met, pursuant to notice, at 9:40 a.m., in Room

2359-A, Rayburn House Office Building, Hon. John J. LaFalce
(chairman of the committee) presiding.

Present: Chairman LaFalce; Representatives Hayes and Camp-
bell.

Chairman LAFALCE. The Small Business Committee will come toorder.
Today is the sixth, possibly the last, not definitely, of our present

series of hearings on women's business issues. Women are succeed-
ing in business, but to borrow a phrase from the video presented at
our hearing 2 days ago, they have succeeded against all odds.

In these hearings we have explored the impressive contributions
women can make in a wide variety of trades, once they overcome
skepticism and prejudice. As myth busters, women have become
manufacturers, steel producers, architects, and engineers, owners
and operators of successful businesses in virtually every industry
classification.

We have also examined matters relating to Government procure-
ment for the reason that women have virtually been shut out from
contracting opportunities, receiving less than 1 percent of the Fed-
eral procurement dollar.

Other issues brought before the committee include access to
credit, the changing nature of the workforce, and the effectiveness,
or lack thereof, of public policies and programs designed to encour-
age and enhance women's business ownership

Our economy needs the talent resident within the female half of
our population, but in order to release those reserves it will be nec-
essary first, to compensate for the cultural and educational handi-
caps suffered by women over the years.

These hearings have indicated that there is a broad perception
amongst women that they lack equality of opportunity, and rightly
so. Socially acceptable roles of the past have provided little encour-
agement or training for the management or leadership roles
women must assume as heads of their own firms.

Today, we will look to the future. We want to document what is
needed to overcome the feminine handicap, prepare women to meet

(129)
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the challenge, and maximize their economic potential, and there-
fore, most importantly, the economic potential of America.

We have a prestigious panel of witnesses this morning. We will
hear from Ms. Beatrice Fitzpatrick, president and chief executive
officer of American Women's Economic Development Corporation
[AWED], perhaps the most successful management and training
program ever devised for women business owners.

Mr. Martin Mayer, the husband of Karin Lissakers [laughter]
and the token male at our six hearings thus far on women in busi-
ness. Incidentally, in his own right he has also been a journalist
and author of best selling books on the American economy such as:
"The Brokers," "The Schools," "The Lawyers," "The Builders,"
"Madison Avenue USA," and others.

I believe yesterday he came out with a new book entitled, "Mar-
kets."

Mr. MAYER. Thank you.
Chairman LAFALCE. I expect a free copy for that.
We also have Ms. Esther Shapiro, best known, perhaps, as the

creator-owner and coproducer of Dynasty, winner of the Golden
Globe and People's Choice awards.

Ms. Ann Ascher, president of Ann Ascher, Inc., member of the
President's Council on Private Sector Initiatives, founder-member
of the Los Angeles Music Center, a superb business woman and a
strong influence in promoting women as players in today's econo-
my.

We also have with us Ms. Laura Henderson who is president of
Prospect Associates, a small business that is growing large, who
will be representing, once again, as our final witness, NAWBO.

I want to welcome them to Washington and express my apprecia-
tion for their efforts and contributions on behalf of this important
issue.

Is there any member uf the panel who has a statement to make?
I do know we have a statement that Representative Silvio Conte
would like to make. He is not here. I ask unanimous consent that
it be put in the record. So ordered.

[Mr. Conte's statement may be found in the appendix.]
Chairman LAFALCE. Before we go to our regular witness list and

before we hear the testimony, we also have with us today Congress-
woman Connie Morella. Connie, I am going to ask if you will come
up here for a second, if you would.

First, to make any statement that you would like to whatsoever,
and second, although Ms. Laura Henderson will be our last witness
today, she is fortunate ii, having you as her Congresswoman, and
you might want to say something.

TESTIMONY OF HON. CONSTANCE A MORELLA, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MARYLAND

Ms. MORELLA. Mr. Chairman, you read that just the way I gave it
to you, thank you. [Laughter.]

It is a pleasure to be here today before your Committee on Small
Business, and to know that this is one in a long series of meetings
where you have focused on women in small business which is so
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critically important, and the fact that you have spent the time
doing it indicates your true commitment.

Yes, indeed; this is a very prestigious panel representing women
entrepreneurs who have done it the hard way and who can share
their experiences and their recommendations for the legislative
body, for Congress to do something about it.

Of course. I am here not only to applaud them and to applaud
you for the hearings and what the results will be, but also becauseit is a special honor to always introduce a constituent, and it is aparticularly special honor when you are introducing a constituent
of whom you are so r.,_s,,d and admire in terms of what she repre-sents for the entire community of women business owners.

On, Laura Henderson, although you are last listed, when I intro-duce you, I know I am talking about what the other members of
the panel have also accomplished in their field.

She is pi nident and chief executive officer of Prospect Associates
which she founded in 1979. That is in Rockville, MD, Montgomery
County. It is one of the fastest growing health communications and
biomedical research firms in the United States, and it provides
services to the Federal Government, to private industry, and has a
very large staff and sales. All of them have contributed to the eco-nomic well-being of our area and our country.

In 1988, Prospect was selected by Montgomery County as its Out-
standing Small Service Firm of the Year. It also recently won the
1988 Maryland Award for Economic Excellence, the only one that
is awarded highest recognition, given by the State for economic de-
velopment. In addition to that, she has been well known in the
business community, has been an especially active spokesperson for
the small business community, and has served on numerous com-mittees.

Among her unique accomplishments is to have been appointed asthe first woman to serve on the United States Chamber of Com-
merce Procurement Council, attesting to the success of her compa-
ny, Prospect Associates. She has recently become a member of the
Committee of 200, and this membership, as you know, requires awoman to own and have control over a business with annual sales
in excess of $5 million.

I know that she is testifying on behalf of NAWBO, a very active
organization of women business owners. I am familiar with many
of the people who belong. I just wanted to add as an aside, she has
also been involved, as many of the women business owners have, in
trying to do something with child care. The Congressional Caucus
for Women's Issues actually issued a child care challenge to public
and private companies throughout the Nation for innovative child
care projects. Montgomery County Maryland's Office of Economic
Development nominated Prospect Associates for its innovative
child care, and I think this also indicates another one of the obsta-cles, as you mentioned, against all odds, that they must also con-front and try to solve.

So, it is my pleasure to introduce Laura Henderson as she re-flects women throughout the Nation. I thank you, Mr. Chairman.
You are doing a good job.

Chairman LAFALCE. Connie, would you introduce me all of the
time in the future? You do a great job.
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I know Connie a number of different ways. First of all, as a
Member of Congress. But second, we are both members of the Con-
gressional Caucus for Women's Issues, and you know what we do in
that respect. But we are also members of the Italian /American
Legislators' Club, and if you do not know what we do there, we
have one thing in common. We come from all over the country and
have different perspectives, but we love the same food. [Laughter.]
We get together about every month or so and eat that same food.

Ms. MORELLA Not only that, we talk will' our hands. [Laughter.]
Chairman LAFALCE. Connie has many credits that she can point

to, but I think she should be most proud of the fact that despite the
fact that she is from Maryland, the Italian/American organization
in the city of Buffalo, NY, where I come from, this past year hon-
ored Connie Morella, by coincidence, as their Woman of the Year
and gave her the Queen Isabella Award. [Laughter.]

I would be very remiss if I did not do one other thing. Since
Connie is introducing her constituent, I have a constituent in the
audience tonight, and I had the pleasure of having dinner with her
and her husband last night, Ms. Marilyn Holinbrook who is here
watching her first congressional hearing. Marilyn, welcome.

With that, it takes a lot of time for Congress to get to business
doesn't it? Let us get to business, end let us have as our leadoff
witnesses, the star of this morning's USA Today publication with
her picture on the front page of USA Today, both of you. Oh,
l'oasther was on the front page and you w:-e on the inside. Oh well,
what are we going to do about that Bea? I'm surprised at you.
[Laughter.]

Ms. FITZPATRICK. I defer to a better woman.
Chairman LAFALCE. We're still going to have you lead off, Bea.
Ms. FITZPATRICK. Thank you.
Chairman LAFALCE. I had the pleasure of coming to know Bea, I

think it was in 1980 when, at that time, we were working on
women's issues and women in business in particular.

Ms. FITZPATRICK. Were those the last hearings that were held on
that subject?

Chairman LAFALCE. Until I became chairman of the full Small
Business Committee, right. [Laughter.]

Ms. FITZPATRICK. Things have changed in the last 8 years.

TESTIMONY OF BEATRICE A. FITZPATRICK, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, AMERICAN WOMEN'S ECONOMIC
DEVELOPMENT CORPORATION, NEWS AK, NY
Ms. FITZPATRICK. My name is Beatrice Fitzpatrick. I'm president

of the American Women's Economic Development Corporation, a
nonprofit corporation NO ich was founded in 1976 under a grant
from the Federal Government, U.S. Department of Commerce Eco-
nomic Development Administration.

I would like to thank Chairman LaFalce for his very deep and
sincere interest in promoting the welfare of women business
owners, because he ha., the vision to understand the importance
that women business owners hold for the growth and development
,)f small business in our country, particularly in the coming centu-
ry.
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We also would like to thank the committee for its past support ofour organization and for making our existence possible.
All over the worl4 today, nations of every political persuasion,

cations as diverse as African countries, Sweden, Russia, China, areurging their citizens to became entrepreneurs. Whatever their po-litical persuasion. they cannot deny the economic benefits of an en-trepreneurial economy.
At the same time this is going on all over the world, in the

United States there has been a phenomenal growth of women as
small business owners. We all kLow that women started in the last20 years going into the workplace in increasing numbers, and asthey have gone into the workplace, been forced to go in, in order to
support their families, they have come to learn or feel that the best
way they can solve their socioeconomic problems is to go into their
own business. There is nothing unique about this. Waves of immi-
grants from all over the world have come to this country and come
to the same conclusions, and helped enrich this Nation.

Women vk ho are native Americans in the sense of participating
in business at the level of their ability are really equivalents to theimmigrants who came to these shores. These women are comingfrom a different culture, a different kind of understanding of life
than people who have been in business for a long time would have.
They come with great skill, they come with great talent, they comewith energy. These are not alienated people. These are not people
who feel hopeless. These are people who are full of hope and
energy for themselves, their families, their Nation, and the future.The things they bring with them are incredible talent and theability to do something particularly well, well enough to makethem feel that they can overcome all the obstacles that have exist-ed for women as business owners in our country and succeed. They
are driven by necessity. They are driven often by desperation. Theyare women of all kinds. You have minority women who feel thatthe only chance they have to work at the level of their ability is to
go into their own business. You have women who are displaced
homemakers, who stayed home, and raised a family, and suddenly
find, after having done that, that they must go to v ork in order tosurvive, and they have been out of the workforce so long theycannot get a job anywhere near their level of skill or ability. There-
fore, they come to the conclusion that opening their own businessis the only way for them to work at the level of their potential,
which after all is the American dream, that people get the opportu-
nity to work at the level of their potential.

You have younger women who are single heads of households,
and are raising children alone, and who feel, OK, if I have to raisethe kids and make a living for them at the same time, I will start abusiness in my home, keep one eye on the kids, and one eye on the
business, and support us in that way.

Then you have women who have reached the top level in their
corporations, women of extraordinary achievement in the business
world, who are deciding that the only sni,.y they're going to get the
authority, responsibility, and financial reward which they feelthey're entitled to, is to go into their own business. So, from all di-
rections in American life, women are coming to the conclusion that
small business ownership is the answer to their problems.
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This is an exciting development for our country, because every-
one knows that the majority of new jobs are created in small busi-
nesses. With large corporations downsizing the way they are and
are going to continue to do, the hope for new job creation in this
country is with small business.

Now, if the most important new factor in the picture of small
business ownership in this country is this emergence of women,
this drive and determination of women to realize themselves, to
take advantage of the American dream and make it their own,
then the country has an obligation in its own behalf to pay atten-
tion to what is going on and to see what can we do to support and
assist this exciting movement.

It is our experience that the thing women who are going into
business want the most is training in the business end of business.
Most women come into business knowing the creative end of their
business and are highly skilled at it. They have had very little op-
portunity to learn the business end of their business.

Almost every woman who has come into our training program is
terrified of finance. Now that is not genetic. You are not born
being afraid of money. Something goes on in this culture that says
to women it is not feminine for you to worry about large sums of
money. It is not appropriate for you to do this. We have helped
45,000 womei in every one of the 50 United States since our found-
ing in 1976, and if most of the women you see are afraid of money,
this is something that society does. Women need an opportunity to
learn everything about financial planning and control which they
have to know to run a small business.

To allow women to go into business ownership with all the poten-
tial they have for economic expansion and not teach them the rules
of the game of doing business is like sending young people out look-
ing for jobs without having learned how to read and write. To me
it's the exact equivalent.

So, if anyone is very serious and concerned about the potential
for our economy that women offer, it is incumbent on us to provide
the information and knowledge that they need to succeed in busi-
ness We are not saying here is some poor decrepit group of people
who have no skill, no talent, and give them some kind of a welfare
program to make it possible for them to live. We are saying here is
extraordinary talent. Here is extraordinary energy. Here is ex-
traordinary potential for our country, not only economically, but
socially. Give them the tools they need so they can function at the
level of their ability in the same way we say we want this for all
people.

Therefore, we ask that the Congress of the United States begin to
make money available, and not only money, but support programs.
Now, we used to be totally federally funded. We don't get one
penny of Federal funds at this time. That's fine. We are doing a
good job. We could do 10 times as much as we are doing with a
little fait of Federal support.

We urge the Federal Government to make the kind of training
that we have developed with the support of the Federal Govern-
ment, available to women all over this country. The return on in-
vestment will be incredible. Women in our program create an aver-
age of 2.2 new full time and 2.3 new part time jobs over the
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number of employees they had before they came into our training
program. Their sales increase over 121 percent. Their profitabilityincreases.

What happens to their families and their own self image and the
contribution they make to the community is multiplied. Women
are undertaking to help other people who would otherwise have togo on welfare or have to get help themselves. So, the investment in
helping women be successful in business is one of the best invest-
ments this country can make.

We have developed a proposal requesting $4.5 million from the
Federal Government and pledged, as a condition of that money,
that we will raise an equal amount, $4.5 million from the private
sector, and get about $14 million in contributed goods and services
from the private sector, in order to establish regional management
training and technical assistance centers for women all across thiscountry.

To ask for the establishment of four regional centers for womenbusiness owners in a nation of our size is --
Chairman LAFALCE. Just a second, Bea.
The bells have just rung indicating that there is an extremely

unimportant vote, a motion to approve the Journal. That would
delay our operations by usually at least 20 minutes, so I wouldthink the other Members would want to go make the vote. I ammaking the deliberate judgment that I am going to miss that vote,
that this is more important, and we will just continue. You can joinus when you will.

If any reporter here wants to criticize me for an absentee voting
record, it is a question of priorities.

Ms. FITZPATRICK. The women of this country will thank you.
[A short recess was taken.]
Chairman LAFALCE. Please continue.
Ms. FrrzPAnucx. We think the establishment of four regional

management training centers, one in the Northeast, one in the
Midwest, one on the west coast, and one in the South, is the mini-
mum that ths? Federal Government could do to make this kind of
training available nationally. We would, over a 3-year period, serve67,000 women in a variety of programs, and they in turn would
create and maintain a minimum of 22,000 jobs so that the cost to
the Federal Government of this program would be $67 pc.r woman,
or $217 per job created or maintained, which is by far the cheapestjob creation and maintenance program that the Federal Govern-ment or any other Government supports.

I think women would amaze you with the results that they canachieve with relatively minor investment, but serious, well thoughtout investment, in their successful future. We would like to work
with you to make possible the haynessing of the private sector andthe public sector in a partnership to support this movement of
women into business ownership.

We urge Congress to take this very seri, Isly. We ask you to dothis, not just as a favor to the women vi this country, but as afavor to the people of the United States, and to the growth of our
economy, and to the support of the entrepreneurial foundation of
our country and its successful future tbr all its citizens.

Thank you very much.
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[Ms. Fitzpatrick's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Fitzpatrick.
Our next witness will be Mr. Martin Mayer.
Mr. MAYER. I have no statement to distribute to you.
Chairman LAFALCE. You have never been at a loss for words.
Mr. MAYER. You said I was the only man testifying in 6 days. As

men will- -
Chairman LAFALCE. Against my will, but at Ms. Fitzpatrick's in-

sistence. Come tutti gli uomini, as your caucus might say. I have a
tendency to give personal statements anyway, and this is a person-
al statement, and therefore, I don't think that important to get ab-
solutely exact on the record. It is by nature background, but in this
matter I think background is extremely important.

TESTIMONY OF MARTIN MAYER, JOURNALIST/AUTHOR, NEW
YORK, NY

Mr. MAYER. My name is Martin Mayer. I write, mostly about
business subjects and banking these days. I have had two connec-
tions with Government. In this decade, I was a member of Presi-
dent Reagan's National Commission on Housing, and back in the
1960's, for 6 years I was a member of the panel on Educational Re-
search and Development in the Kennedy and Johnson White
House.

The connection i have with Mrs. Fitzpatrick goes back to those
days when I was chairman of the local school board on the east
side of Manhattan, and she was president of the PS-116 Parents
Association. It was by some margin the best parents association in
the district, indeed, quite possibly in the city. When she became co-
ordinator of the Head Start Program, also in the 1960's, she ran
the best Head Start Program in the city.

There are very few people in the world who have really interest-
ing ideas. That is sort of sad. One runs around and one interviews
a lot of people, and interesting ideas are not there in great quanti-
ty. Of the small cohort of people who have interesting ideas, there
are even fewer who have the wit, and the drive, and the moxie to
carry them out. Mrs. Fitzpatrick has done this repeatedly in differ-
ent contexts, with different hums- , financial, and physical re-
sources, actually within my sight. I've seen her do it.

One of the things that banking and politics have in common, it
seems to me, is that in both of them you really have to place your
bets essentially on individuals. One of the things that recommends
AWED to me i- that Bea gives you unusually short odds that the
money will be v, all spent and that results will come out of it.

It is a remarkable experience to go into an AWED gathering.
The room absolutely crackles with energy. When you see it, inci-
dentally, in a big ballroom in one of their annual big meetings
where you may have a couple of thousand women, the energy is
almost too much for the. room to contain. There is a vast variety of
womankind in the room, all races, all creeds, all colors, all shapes
and sizes, all ages, and all ambitions. They are there fr.,- a purpose.
You have a wide variety of talents present, too. They are concen-
trated and they are demanding.
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It can be said, I think, that when they come to AWED, they
know what they need, and they have gotten past the stage, most of
them, of knowing only what they want. Therefore, they are much
more responsive, and they are much more able to grasp what is of-
fered.

We are dealing in these rooms with people's dreams, but you are
dealing with people's dreams in a second stage after they've had to
become hard headed about it, because they found that while they
may have dreams, dreams don't get you there. You're going to need
a wide variety of skills. You're going to need things that you didn't
know you needed when you had the dream and when you started
to think of yourself as someone in business for oneself.

One of the fights that Mrs. Fitzpatrick's board has had with
herwe've had several over the yearswas over our insistence
once that she start an alumni group and ding dong her graduatesfor mo ey. If we were going to go out and try to help her raise
money from foundations and from corporations, there had to be a
demonstration that the people who had been through the program
were willing to contribute and were willing to make this statementthat what they had gotten from it was worthwhile.

Mrs. Fitzpatrick remembered these women essentially as they
were when they arrived in the program. They were people V.- had
a struggle. They were sweating through the rudiments of account-
ing. They were laboring with the :mysteries of merchandising. They
were aLsolutely consumed by their own needs, and they were
people who needed a lot of help.

What we said was, well if they've got the help they're over some
of that now, and they should be grateful, and they were. Letters
went out and checks poured in. The group had done better than
Mrs. Fitzpatrick thought. Many of these people, indeed, were not
struggling any more. They were successful, they had businesses, it
was operating, and they were delighted to help their successors. Asshe said at breakfast, the one mailing brought in $69,000. It is not
that much money, but this was still a relatively immature organi-
zation. It still has only a limited number of graduates, and we are
not talking about people who can give in the thousands mostly.
You are talking about people who sent $100 here and $50 there be-
cause they had it, they wanted to make a gesture, they wanted to
help the others who were coming along.

She did better, in fact, than the colleges do and the colleges have
been working on alumni associations for years. We are still push-
ing her to work on the alumni. It takes an investment. This has
been a bare bones shoe string operation which has not been able to
make a major investment in this sort of fund raising. But every
time it has called upon alumni, every time it has called upon the
people who have been through the program for their assistance, it
has had a demonstration of its own success from that call which is
very impressive and rather moving.

You mentioned, Mr. Chairman, cultural and economic disadvan-
tages that a number of women have had, and one does indeed feel
this. But I would like to say that from a public policy point of view
one of the major attractions of AWED it seems to me, is that it
does not require credentials. There are fewer and fewer institutions
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in this society, there are fewer opportunities offered to those who
want to come along and try to take them.

When I was in the education business, I was increasingly dis-
turbs/ ,- 1 I am still, though thank God I have got off that fly
paper, at what had happened in this country to change the image
of education from one of an educational ladder that people could
climb, to one of educational barriers that kept you out of things if
yot.. didn't have the proper credentizes. This has happened in our
lifetime. It is bad for the schools, it is bad for the society.

There have been fewer and fewer opportunities for battlefield
promotions in this country. You cannot get into corporate training
programs without certain pieces of paper. What these pieces of
paper rerrthe primarily, they also take a certain amount of brains,
and skill, and talent, but what they require primarily is what we
used to call sitzfleisch, the ability to sit down and take instruction,
and be a good boy or girl, and hang around and follow the rules of
some educational institution, rules which are made for an average.
If you don't fit into that mold and you leave, there is a punishment
which you are told all the time that may follow you the rest of
your life. AWED does not ask about people's credentials. It offers
an educational ladder. It offers an educational ladder that is tai-
lored to something that people want, that they know they want,
and that they will work for. It is unthreatening. You don't have an
examination at the end. It is unfake. It's not something where you
have to accept somebody's assurance that if you do A, B will
happen to you, which may or may not be true since really all any-
body can do is teach. What somebody learns remains his own busi-
ness. So, the central fallacy of educational theory is that because
you teach it, people learn it. They may or they may not, and they
may learn something quite different from what you are teaching.

These people, as I say, know what they need, so they know what
they have to learn, and they are very helpful to those who advise
them and counsel them. The role of counseling in what AWED does
has been enormously important, and the fact that the counselors
are themselves practitioners, people who are active in the business-
es that these people want to go into. This means you get an effi-
ciency which is quite unusual in an educational enterprise as a
function of how people get into these things.

What you learn is validated by your performance, which is the
best way to learn. It's the way you learn how to play a musical in-
strument. It's work. You have a certain number of failures. But if
you feel yourself getting better you have this increase in energy.
One of the reasons that I think there is this kind of energy in the
AWED operation is people sense that if they do whai they're work-
ing at they get better at it, and that is, after all, what they are
there for. There are no artificial criteria. Yo, really can make
measurements of your own performance in way: that are unusual
in more formal structures.

I believe in education, but it does have awful empire-building
tendencies, and it has a tendency toward self-satisfaction, and it
has a tendency to measure inputs rather than outputs. One of the
nice things about AWED is that it really is, if one may use an
awful sort of cliche, output oriented. It is for real.
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To some extent Bea lucked into this, because she couldn't afford
anything else. She couldn't go out and buy teachers, she couldn't
go out and buy educational expertise. She was reliant upon volun-
teers to come in and help these women, and upon the experience of
the volunteer that this was something they very much wanted to
do.

You started off by making a virtue of neceFoity, and it turned out
that you were making a virtue of a compart.ave advantage. The or-
ganization is now committed to it, and one of the things it is not
asking money for is to pay people to be professional trainers. They
have a certain number of people you have to have, obviously, to co-
ordinate programs, but the important work is going to continue to
be done by volunteers.

When you talk about private/public sector there is some tenden-
cy to think gee, it's money. But it is not money. It is a matter ofthe will to do something.

Finally, I feel strongly that not only is there the larger scale eco-nomic value of having women go into entrepreneurial situations,
there is also, in this country, a deep and growing need for neigh-
borhood enterprise, for locally based enterprise. I gave a talk on
Monday of this week to the Shopping Center Convention out in Las
Vegas-24,000 people registered in that convention. I guess there
was a black face or two. There were a handful of women. Basically,
the people who are developing and working in shopping centers
were my hosts, and they are good guys, and one is not trying tostand in the march of progress, but one of the things shopping cen-ters do is that they make the neighborhood enterprise more diffi-cult. It is a danger to this society.

We need something that feeds in neighborhood enterprise, feeds
in neighborhood stores, feeds in neighborhood service operations.One of the advantages that you get from tapping into this commu-nity is that women are more tied into this neighborhood, as againstthe traditional male situation where peop!e leave the home, and goelsewhere, and return at night. This provides an opportunity to
participate in the revitalization of many of our urban neighbor-
hoods that are now deeply troubled.

So, it seems to me that there is a public policy issue that does
transcend some of the economic things, that we are talking about.

We have seen that in what Bea has done in New York. What youget from it is a modern vers.in of the yeomanry which was so im-
portant in the development of the theory of this country's Govern-
ment.

I think this should be part of your deliberation and consideration
when you think of where the Small Business Administration,
indeed, the Congress should put money. There are great resourcesof women who want to be in business, want to have their own shop,and as a freelance writer I have this strong feeling anyway for
people who do not wish to be responsible to large organizations and
want to go do their own thing.

This organization has been quite a spectacular success in NewYork and in the outreach that it has done. The question of whetherit can be generalized geographically is something that you cannot
answer until you try it. I think you have to do it one step at a time.
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Bea is asking for four centers. If we could get funding for one or
two for the first year, I would, as a member of her board who does
not wish to see her drop dead traveling around, be just as happy.
But I think you have to get started with it. I think you have to
move one step at a time, see how many times you can clone the
Mrs. Fitzpatrick; of this world, how wide the span of this sort of
effort is, how large a cadre of volunteers for this very exciting work
you could find in various places in this country. It isn't much
money. It would be, to a large degree, supported by the private
sector. And yet, as so often happens, without some sort of push
from this remote center of the country, it gets to be more difficult
to do. I should think it would be worth your efforts to move it
along into its next stage.

Thank you.
Chairman LAFALCE Thank you very, very much for your re-

marks.
I was going to go in order, Ms. Shapiro, Ms. Ascher, and then Ms.

Henderson. Ms. Henderson, you have to leave by 11:15, is that cor-
rect?

MS. HENDERSON. 11:15 or 11:30.
Chairman LAFALCE. Then we probably still can go in order.
Our next witness is Esther Shapiro who was on this morning's

front page of USA Today. I have in front of me an article, the front
page, of New York Magazine not too long ago. Esther Shapiro and
her empire. The real star of Dynasty. Ms. Shapiro is surrounded by
Linda Evans, John Forsythe, and Joan Collins. They, of course, are
relegated to the background. [Laughter.]

We are delighted to have you with us, Ms. Shapiro.
Ms. SHAPIRO. That article really spoke about the entrepreneurial

side of me which is what I thought you might be interested in.

TESTIMONY OF ESTHER SHAP'RO, CREATOR-OWNER/COPRO-
DUCER, AARON SPELLING PRODUCTIONS, LOS ANGELES, CA

Ms. SHAPIRO. Mr. Chairman and members of the committee, I am
both honored and grateful for the opportunity to be here this
morning, and to speak to you on the subject of women entrepre-
neurs and their economic potential.

I am pleased to be able to introduce myself to you as a woman
entrepreneur, one of more than 3 million in our country. It is a
designation I take pride in.

I am heartened by the fact that every yer r there are thousands
of women newly adopting that title, and I hope that thousands
more will have the same chance because of the work of this com-
mittee.

I am reminded of how 28 years ago at the beginning of my
career, I attended my first general meeting of the Writers Guild of
America. I looked around the hall at the membership present,
about 2,500 screen and television writers, and it did not escape me
that the vast majority were men. Only a handful were women. I
was young. I had, I think, even then an entrepreneurial spirit that
was a gift from my immigrant parents. Or, perhaps, it was just the
damn fool fearlessness of youth. But for whatever reasons, I en-
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tered what was truly a man's world without a sense of limitations,
and with my husband Richard, I went to work.

I created stories focusing on the besieged: Teeiiage alcoholics,
battered wives, victims of racial hatred. Later as a vice president at
ABC, one of the few female vice presidents at a major network atthe time, I was the executive in charge of developing such projects
as "Women's Room," "Masada," "Friendly Fire," "East of Eden,"
"Ike," "Inside the Third Reich," and "Winds of War."

I left the network to become cocreator, coexecutive producer, and
most important, coowner of Dynasty, one of the most popular
dramas in the history of television, seen weekly by an audience of
150 million people worldwide.

During this period I became the senior vice president of Creative
and Corporate Affairs for the largest independent production com-pany in Hollywood, with which my company was partnered. This
past television season, I served as executive producer on the pilot
for Heartbeat, a 1-hour drama about a group of female physicians
who run their own clinic. All told, I have been involved in the de-
velopment of over 500 hours of creative product.

Chairman LAFALCE. Do we think that pilot is going to be a regu-lar run?
Ms. SHAPIRO. It has been on for 6 hours now, and I think we will

find out by Friday.
Chairman LAFALCE. Great. I haven't seen it. I hope I have theopportunity.
Ms. SHAPIRO. That show was, incidentally, inspired by my asso-ciation with Bea Fitzpatrick in which I saw a number of women's

clinics springing up across the country, and Sarah Davidson, the
noted novelist, had the notion, and together we fought Ulf one andgot it on the air.

Chairman LAFALCE. As soon as I saw that Dynasty had an audi-
ence of 150 million--

Ms. SHAPIRO. A hundred networks.
Chairman LAFALCE. The next time you need a walk on, a Con-

gressman walking on somehow, I just wanted you to know --
Ms. SHAPIRO. President Ford and Henry Kissinger were verypleased to do it, and they did it.
Chairman LAFALCE. As president of the College Dramatic Socie-

ty. (Laughter.]
Ms. SHAPIRO. They did it at scale. Very cheap, $325
Chairman LAFALCE. I'm very cheap. I'll do it for nothing. [Laugh-ter.]
Ms. SHAPIRO. Today, there are no longer the numerical dispari-

ties evidenced years ago. Many women have begun to play impor-
tant roles in the entertainment industry. To cite a few, Marcy
Carsey is coexecutive producer and coowner of the Cosby Show,which has already earned more than $300 million in syndication
sales, the highest in television history. Suzanne DePasse is presi-dent of Motown Productions. Sherry Lansing is coexecutive produc-
er of Fatal Attraction, a theatrical film that has grossed more than$150 million to date. Dawn Steel is currently president and head of
production for Columbia Pictures.

But such success stories do not reflect the entire picture, I'm
afraid. There has still never been a female president of a network
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television division, and the chances of one emerging are slim. The
number of actual owners or chief executive officers in the enter-
tainment business is equally disheartening. Men still drcide to a
large degree what the American public watches in movie theaters
and on television. This is particularly ironic in light of the fact that
women comprise 52 to 54 percent of the national population, and
that the 18- to 55-year-old female viewership is the demographic
most eagerly sought by the networks and advertisers.

I was asked to be the keynote speaker at the annual American
Women's Econcmic Development Conference 2 years ago. Frankly,
I didn't know what to expect. I had read with great interest the
AWED charter, and I was fascinated with their goals and inten-
tions, but nothing could have prepared me for what I was about to
witness, Mr. Chairman.

It is hard for me to relate today the feeling that I got when I
looked out into that gathering of nearly 4,000 female entrepre-
neurs, sensed their dedication to the very best ideals of the Ameri-
can business community, and felt their commitment to being a con-
tinuing and growing part of that community.

I had spent much of my professional life in pursuit of that elu-
sive commodity called a hit, and I knew almost instantly that
AWED was an organizational blockbuster.

When I was asked to join the board of AWED several months
later, despite the geographical distanceI live in Californiaa
husband, two children, and a production company, it was an offer I
couldn't refuse.

Here was an organization that paralleled my own beliefs and at-
tempts to help women to become the best professionals they could
be. Here was an organization which benefited women from every
walk of life, not just those who went to Ivy League schools or were
born to wealth, but those who, based on ability alone, had the po-
tential some day to become leaders in a wide variety of fields. Here
was an organization that exploded the myths and put the lie to the
stereotypical attitudes that say women can't add and subtract, that
they're afraid to take risks, that they're not strong enough to com-
pete in business, that tears are a sign of instability, that women
need to be taken care of by men or Government.

Women, by virtue of their management of the family, the house-
hold budget, the moral values of the home, were already halfway to
becoming good business managers. Here was an organization that
trained women to market their ideas, their products, their skills, to
deal with cost structures, and cash-flows, and the complexities of
business life. I had participated in their workshops and found them
exhilarating. The staff, headed by Bea Fitzpatrick, was superb.
Most impressive of all was AWED's stunning record of success.

While the national rate of small business failures in the first 5
years is a disheartening 4 out of 5, here was an organization that
had fewer than 5 failures for 1,000 women trained. Here was an
organization with a pilot program that could help women across
the country become business people, entrepreneurs, more produc-
tive Americans.

Inherent in AWED's hope for the advancement of women is our
belief that our success will not be a female success, but rather a
human one. We want that success to come not at the expense of
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men, but rather as a result of a partnership between men andwomen. It is my hope that the partnership and the yak:es that
AWED espouses will be part of a new movement, one for the 1990'sand beyond, which will create new possibilities for millions, menand women, who can't see their way to them now.

The writer of Ecclesiastes urged that, "Whatsoever thy hand fin-deth to do, do with all thy might." As women, we have used ourhands to bathe our children, to help our husbands, to soothe the ill,to minister to the wounds of war. What we now ask is for the op-portunity to use our hands to help ourselves as well.
What we are asking for from this committee and from our coun-try is not a handout, but a hand up. "Give me a fish," it is said,"and I will eat for a day. Teach me to fish, and I will eat for alifetime."
We greatly appreciate the initial help AWED has had from Con-gress, and we have already gone into the private sector and foundadditional funding, but more help is needed if this program is to beexpanded and if women across the country are going to be taughtto fish the abundant waters of American business. Women needthe continued help of organizations like AWED, and AWED needsthe continued and now extended financial support of Congress.With that help, the story of women's entrepreneurship in the1990's will be the accounting of a great multiplier effect throughwhich women build on their achievements of the past to create newopportunities for themselves, for other women, for our country, andfor the world.
Thank you very much.
[Ms. Shapiro's statement may be found in the appendix.]
Chairman LAFALCE. Thank you, Ms. Shapira.
Our next witness will be Ann Ascher, president of Ann AscherInc., I believe of both Los Angeles, CA, and Washington, DC, and amember of the President's Council on Private Sector Initiatives.Ms. Ascher.

TESTIMONY OF ANN ASCHER, PRESIDENT, ANN ASCHER, INC.,
LOS ANGELES, CA

Ms. ASCHER. Thank you and good morning. It is a pleasure to behere today.
American women represent one of our country's most underuti-lized assets. If their talents, energies, and skills can be properlyharnessed, women entrepreneurs could form businesses, employpeople, and add to the capital base and tax revenues of our Nation.Already, we see this phenomenon occurring. Women owners rep-resent a large number of the new businesses being created today.However, many are doomed to failure. They bring creative ideas,energy, and enthusiasm to their business formation, but many to-tally lack comprehensive business skills. They are thus unable tocompete in today's sophisticated and fast paced business climate.
If women choose to become entrepreneurs, they must compete inthe world as it is, and not in the world as they would like it to be.Thus, I urge the Committee on Small Business of the Congress ofthe United States House of Representatives to provide funding toform public/private partnerships with the goal of providing nation-
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wide high quality, comprehensive, long-term management training
and technical assistance to women entrepreneurs.

Without such structured programs, just throwing money at the
problem of women business owners is a waste. In the long run,
such public/private partnerships are a bargain. They result in suc-
cessful businesses, new jobs, capital formation, and Lax revenues.

For this purpose I strongly endorse AWED, a New York-based
nonprofit, which has been successfully training women entrepre-
neurs for over 10 years. It has been a pioneer in an 18-month tech-
nical assistance program as well as a business roundtable program
for businesses annually grossing over $1 million. Its yearly confer-
ence on entrepreneurship has attendance of over 3,200 women, rep-
resenting 3 countries, 37 States, and 757 citie3 and towns across the
United States.

AWED would successfully institute and augment such a pro-
gram. It also is well-connected to the private sector, since it is es-
sentially privately funded.

I firmly believe that the private sector must be the leader in this
endeavor, for the private sector knows what business is all about
and has tremendous benefits to reap if more successful businesses
form in our country. However, the private sector needs the help of
the public sector in providing some funding to accomplish such
technical assistance.

As an example of positive benefits for the private sector, a bank
that supports a management training facility with funds and prac-
tical experience has a tremendous return on its investment when
these women-owned businesses are successful and bank at their
bank. That original investment can pay dividends for decades to
come from more than just one original entrepreneur.

The public sector's benefits accrue from having more people em-
ployed and increased tax collections. This is a positive partnership
for all, and I cannot underline that enough times.

As we approach the last decade of this century, let us harness
the skills, talents, and energies of our population. This is a great
country that must be competitive and productive to be number one.
I can think of no better natural resource than our American
women, who can and will add to the strength and fiber of Ameri-
can businesses in the 21st Century.

Thank you.
Chairman LAFALCE. Thank you very much, Ms. Ascher. I certain-

ly applaud your call for a public/private sector partnership with
respect to the promotion of women in business. I know that in your
testimony you speak, number one, on your own behalf, and number
two, as a member of AWED's board.

When I said earlier that I anticipated that this would be the last
hearing, perhaps, what I had in mind was if the council to which
you belong, the Council on Private Sector Initiatives, as a council
believes that there should be some private/public sector partner-
ship in this endeavor, we would have a new hearing to hear the
official position of that council, or if some representative of the ad-
ministration such as Vice President Bush would wish to call for
such an initiative. We would surely be glad to have another hear-
ing for him or a representative.

Ms. ASCHER. Thank you very much, Congressman.
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Chairman LAFALCE. Thank you.
Our last witness is going to be Ms. Laura Henderson on behalf of

the National Association of Women Business Owners. At this time
I would be remiss if I didn't say that our first witness at the first of
the six hearings, was the president of the National Association of
Women Business Owners, Ms. Gillian Rudd, who is also in attend-
ance today. It was Ms. Rudd and NAWBO who were the prime
movers in suggesting these hearings. I am very, very grateful and
indebted to them for all the work and assistance they have put in
to making these very successful hearings.

Ms. Rudd, Ms. Charles, the counsel. I also see in the audience
someone who I'm sorry we didn't have testify because she has testi-fied before Congress so often in the past on so many different
issues. Since I see her here, I will recognize Ms. Virginia Littlejohn
whose counsel on these and other issues has always been invalu-
able. Surely, Ms. Littlejohn, if you have any personal statement
that you wish to make. we would keep the record open for you tosubmit it at any point in time.

With that, the mother of a 3- week -old
Ms. HENDERSON. A 4-week-old.
Chairman LAFALCE. Congratulations.
Ms. HENDERSON. The sleepy mother of a 4-week-old.
Chairman LAFALCE. Ms. Laura Henderson.

TESTIMONY OF LAURA HENDERSON, PRESIDENT AND CHIEF EX-
ECUTIVE OFFICER, PROSPECT ASSOCIATES, ROCKVILLE, MD,
ON BEHALF OF THE NATIONAL ASSOCIATION OF WOMEN BUSI-
NESS OWNERS

Ms. HENDERSON. Mr. Chairman, members of the committee. It is
a pleasure to appear here today on behalf of the National Associa-
tion of Women Business Owners, and I share some of the pleasureof being at the table with Bea, who is an honorary member of
NAWBO and shares many of the same beliefs that we, as an orga-
nization, do, and the strength of the woman entrepreneur.

As you have heard, I am president and chief executive officer of
Prospect Associates. We are a company that does health communi-
cation and biomedical research for both the Federal Government
and the private sector.

Prospect employs over 150 people, and we are a very fast growing
company. We have average growth in the last 3 years of 35 percent
minimum a year. Our sales last year were over- -

Chairman LAFALCE. Are you public yet?
Ms. HENDERSON. No; I still own all the stock. I keep saying we're

a high-risk company.
Our sales last year were over $7 million, and we anticipate sales

for next year of over $9 million. I, being the optimist, think $10
million, but I only publicly say $9.

I am here today to present NAWBO's recommendations, andthese recommendations are recommendations that affect women
business owners, and recommendations on issues affecting the
entire business commi pity. But I am also here as a tired mother of
a 4-week-old because of my own personal feelings about the contri-
bution that women can make to the future of our country. Our
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country needs new ways of doing things We need innovation and
creativity. We vieed an emphasis on quality. We need to acknowl-
edge as a country the changes that have occurred in our economy
and our workforce.

We are now a world economy. We have moved from an economy
of products to an economy of services, based, quite often, on knowl-
edge. Today, as entrepreneurs and as people who run businesses
and people who manage, we must manage today for work we'll do
tomorrow that we don't even know about. We must be able to
change constantly, to move, and to provide the latest and the high-
est technology.

As we look to the 21st century, we look to a very different work-
force. We look to a workforce where women, minorities, and immi-
grants will play a much more important role. We look to a work-
force that is much smaller. We move, as employers, from a buyer's
market, I think, to a seller's market. We are beginning to already
feel that squeeze. We are moving to an era where our workforce
may not be trained and may not be ready to deal with the issues
that we, as employers, need assistance in. So, we must be willing to
train, retrain, and educate.

We hear a lot about the disadvantages of women and the prob-
lems we have, because we don't IL-nw the way men do it. I person-
ally behlve that in our current climate, that is the best asset that
women are bringing to the market. John Nesbit has said that
women will play an important role because we have not had the
creativity and innovation bred out of us.

Women are managing their companies differer- y. Many com-
pare our style of management to the Japanese successful manage-
ment approaches. I compare our style of management to the old
American way of doing things that somehow got lost and the Japa-
nese adopted

I know that in my own company I've done it dramatically differ-
ently. Our company does not focus on profit, but I hasten to add we
have never had a year where we didn't have profit. Our company
focuses on quality, on people, and on creatirg an environment
where the best and tl' brightest in our industry want to work. We
receive hundreds of applications for employment, because we do it
differently.

When I started my company, and I discussed some of my strate-
gies for running ,:. business with other business people, the nicer
ones called me naive, Pollyanna. The ones who were a little bit less
nice sometimes called me crazy, insane. They said things like,
"You'll learn."

But 2 weeks ago, the Governor of Maryland gave to Prospect its
one of four economic development awards, and these awards were
awarded to companies for being the best that they could be. In
doing this, they cited our holistic management approach and our
innovative employee programs, entrepreneurship, and stretching
our employees to do more than the average company would allow
them even to think of.

Also, many of the people who called me naive, who called me
stupid, are not in our industry any more because their companies
went out of business.
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Over the past few weeks you have heard of the contributions
`Nat women are making to the economy. You have heard that
.iomen entrepreneurs are the fastest growing sector of the entre-
preneurial community; that we own 25 percent of small businesses;
that we are playing a key role in the shift of the economy from amanufacturing base to a knowledge-based economy.

But you have also heard that we have more to offer. Our ability
to contribute, to contribute to job creation, to innovative, new, and
more humanistic management approaches, and to the American
economy as a whole, is being impeded. It is being impeded by bar-riers which include access to capital and to credit; access to the
largest market in the world, the Federal Government, as well asState and local governments; misleading and the absence of accu-rate data on women business owners; the absence of a public-sector
support for governmentwide programs; and as we have heard much
this morning, the lack of effective and sustained technical assist-
ance programs. These barriers prevent women business owners
from being the economic catalysts that we might otherwise be.

To assist in removing these barriers, NAWBO has developed aset of recommendations which are described in great detail in my
written testimony. These recommendations are designed to assist
women business owners to reach their )otential. Not because weare not good, we are very good; but rather to remove the barriers
so that we can be as good as we are.

Obviously, I would bore you to tears if I told you about the 40-
some recommendations that we have made, so I would ask that yourefer to our written testimony. But I would like to just touch on afew of the recommendations in each of the areas that I think areespecially important.

When Gillian Rudd opened the hearings, she told of a recommen-
dation that NAWBO was putting forward which was to establish a
woman business owners policy council at the Department of Com-merce which would be responsible for establishing a government-wide program to encourage full participation of women business
centers in the free enterprise system.

We see this' council chaired by a member of the Cabinet, and co-
chaired by a woman business owner. They would develop a 4-year
plan of action, and they would develop specific agency plans. I cantell you personally, as a woman business owner who historically
has done between 85 and 95 percent of her business with the Feder-
al Government, the agencies are not doing much for us.

That brings us to our second set of recommendations which arein the area of procurement. Throughout the hearings you have
heard the problems and the frustrations that women have faced asthey have tried to do business with the Federal Government. To
look at the viability of organizations that are almost totally ex-cluded from the largest market in the world, one has to say it hasto impact on us. We get less than 1 percent of all procurement,
over $10,000.

I once did an analysis. I took the sales 1 had one year and dividedit into the amount of money women business owners got, and I e-
termined that the dollars that were awarded that year would have
funded 50 companies with sales of my company's size. That is one
per State, a very appalling figure.

1 4:
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We need public policy that will support uur emerging entrepre-
neurial sector. I feel very encouraged and delighted that this com-
mittee recognizes that and has spent 6 and possibly 7 days looking
at this sector. NAWBO has struggled long and hard with the con-
cept of how we get Federal procurement dollars to women. It does
not matter how good the programs sound and how good they look if
they do not put dollars into the coffers of the women business
owners.

However, we have always, as women, been independent, and we
have wanted to make it on our own, to prove ourselves. I think
little girls are taught that individual effort is the most important
thing. We have a tendency to say if we work hard and do a good
job it is going to be recognized. But after the number of years that
the Federal Government hr s said that they are, in fact, encourag-
ing and facilitating women-owned businesses to do contracting with
the Government, we do not see any increase in the dollars going to
women and percentages.

So, we have proposed a two-phase program. Phase one would
look at improving the general procurement climate for access for
businesses that have not done business with the Government
before, and especially in the area of professional and technical
services where so many women have their companies. We have in
phase one recommended specific programs for women business
owners.

But we have also recommended a phase two. If the procurement
dollars and the percentages going to women do not increase after 3
years of phase one activities, NAWBO believes that it will be neces-
sary to establish a set-aside program for large and small women-
owned businesses to get access to the Federal marketplace.

The highlights of our recommendations in phase one, in kind of
the general improvement of the climate area would be one, to es-
tablish a blue ribbon commission, and I might say this was a rec-
ommendation that NAWBO took to the White House Cu Serence
on Small Business, and it came out in the top 20 recommendations.

The blue ribbon commission would look at p....1,1:c policy as it re-
lates to innovation, quality, and competitiveness. Then they would
take a very strong feeling that came out of the White House Con-
ference, which was to review the small business set-aside program
to really look, innovatively and creatively, at how it could be done
better. All of us who have benefited from that program think it is
very good, but think there '- tremendous opportunity for improve-
ment.

We would recommend tha. the Government revise and improve
the way that it purchases professional and technical services. Our
contracting system is really based on how to buy airplanes, and
toilet paper, and test tubes. When you are trying to buy something
such as was bought from my company, how to trai.1 health profes-
sionals to deal with the issue of AIDS, you need a really different
way of doing it, and you need a specialized corps of contracting offi-
cials who can understand the subtleties and the difference in pro-
posals, and the difference between quality and cost considerations.

Another concern that NAWBO has is that set-asides are clus-
tered very much in certain industry categories. So, when compa-
nies grow, and when our best companies get out of the small busi-
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nevi size standard, they find that they are totally cut out of themarket because whole sectors are set aside. We also find that someprocurement areas are hands off for small business. We cannot getin. So, we would recommend strongly that set-asides be spread asevenly as possible across all procurement areas.
Specialized programs in procurement for women would include

creating an advocate for women business owners within the agen-cies to look at procurement opportunities and to put them together
with women business owners. We would also recommend a small
business preference procurement program that would give techni-cal points to women-owned businesses and technical competition.We would, with Chairman LaFalce, encourage incentives for primecontractors to subcontract to women business owners.

I must be in probably a thousand women-owned business subcon-
tracting plans, and I don't think I've ever gotten any business fromany of them.

If at the end of 3 years we did not see a substantial and steady
increase in the dollars going to women business owners, we would
then ask Congress to legislate a set-aside, and we would want it to
be competitive, and to mimic the competitive process in open pro-
curement, except we would want it faster.

Another area of concern to NAWBO is in the area of data andstatistics. I always take this personally because every time we talkabout women business owners I am not included, because the def
nition for the data collection does not include corporations. So,
companies like my company are not included. We get a veryskewed view of what women-owned businesses are, how manypeople they employ, what their revenues are. Certainly, with my
experience with NAWBO and the Committee of 200, I don't believethe view that is given through our data as correct.

Therefore, we are recommending that Congress mandate the reg-ular collection of reliable data on women business owners. We alsoare very concerned about the standard industrial classifications,and the fact that they do not reflect the changes to the services
sector, especially the professional and technical services area. We
would encourage that Congress mandate a change to the SIC codes,and, in fact, a replacement for them.

The third thing we are recommending is a private funding com-mission on the changing American economy, with an emphasis onservices in the high technology.
Repeatedly through the hearings, women business owners havetalked about the problems of access to credit. Without capital and

credit, women-owned businesses will not be begun, and will not be
able to take advantage of the opportunities that are there for them.

The need was certainly underlined when a venture capital fund
was set up by the National Association of Female Executives. Theyset up a very small fund with very small ceilings, I think about
$5,000 was available. They expected a couple of hundred appli-
cants. They got 1,800 applicants for these dollars. This shows there
are many women out there with ideas who are ready to start busi-
nesses, but who can't do it just because of the inabilit:y to get cap-ital.

We v::,1-.1%1 encourage Congress to enact legislation that would
ensure equal access to commercial credit for women. We support
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H.R. 1879, which the chairman and Congresswoman Boggs have
sponsored. However, NAWBO would favor stronger amendments to
the equal credit opportunity so that no exemptions would be given
from the protections for commercial credit.

We would also encourage educational programs for lending insti-
tutions on how to review loan packages crom soft asset companies.
One of the most serious problems we have in the services
sector is that when we go in and taiit to a bank, and they look at
our balance sheet, they don't see what our real assets are, which
are our people and our backlog. Therefore, we are at a disadvan-
tage if they're being reviewed on an asset-based basis. So, we woli'd
encourage educational programs to be designed for lending institu-
tions.

Finally, NAWBO, I think, is special, perhaps not unique, in the
fact that it sees business responsibility being much broader and
much wider than what has traditionally been thought of as busi-
ness issues. We believe the small business community must partici-
pate actively in issues much broader than merely business issues.
The business must unite with Congress and with the president and
with nonprofits, to find solutions to major national problems.

When you start a company and you build it from scratch, and
you look down that road to the future of that company, you want it
to exist after you're gone. You want it to have a life after you do.
You cannot look at it in isolation. You must look at it within the
context of what is going on in the economy and in the world.

As such, NAWBO brings forth three recommendations that are
much broader than women-owned business issues. We recommend
that Federal policies be established that encourage savings and in-
vestment, and that we invest strategically in America's long-ne-
glected infrastructure; that we coordinate a campaign and partner-
ship between the private sector and the public sector to combat
substance abuse and AIDS, tremendously serious problems in our
country; and that we develop an initiative emphasizing the impor-
tance of excellence in education at all levels, with lifelong retrain-
ing and policies that ensure readiness of our workforce.

Probably the thing that touches my heart the most is my con-
cern about the future of our workforce and the problems of chil-
dren and women living in poverty. If we don't get our women out
of poverty, we don't get our children out of poverty. Our workforce
for the future will not be what this country needs. It's a terribly
important issue that every American should be concerned about.
NAWBO would like to thank you, Congressman LaFalce, and the
entire Small Business Committee, for holding these oversight hear-
ings. This is the first time that full committee has looked at the
issue of women business owners in oversight hearings, and we
thank you and applaud ;you for that.

7.1c, douse Small Business Committee is at the forefront in con-
ceptualizing and shaping public policies that unleash the creativity
of capitalism and open new vistas of innovation and opportunity,
that train our workforce of today and tomorrow for constantly
evolving jobs of the future, that transcend narrow interest and na-
tional borders, and that foster trade and the spirit of international
cooperation, and strengthen the fabric of society, and enhance our
quality of life. NAWBO hopes and trusts that Chairman LaFalce
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and all of the members of the Small Business Committee will con-tinue to provide such vision and lei,dership as Congress addresses
the challenges facing America's businesses, workforce, and citizen-
ry as we stride into the 21st century. Thank you.

[Ms. Henderson's statement may be found in the appendix.]
Chairman LAFALCE. Thank you very much, Ms. Henderson. We

are indebted to you, and as I said, we are indebted to NAWBO for
their tremendous assistance over these 6 days of hearings on this
whole subject of women in business.

I am not going to ask too many questions, but since this is, in all
probability, unless the council wants to come in with official recom-mendations, or Vice President Bush wants to come, the last hear-
ing, let me just reflect a bit on the course of these hearings.

I was truly upset to learn that from 1980 to 1987, when I became
chairman of the Small Business Committee, and I realized there
had been no hearings in Congress explicitly on this issue, and also
to learn that the Inter-Agency Task Force on Women in Business
had not issued a report since 1980, despite the fact that they werecharged with the responsibility to issue annual reports. I like to
think, perhaps, that is one of the reasons we did get a reportI
think it was in November or December 1987as brief, short, and
perfunctory as that report was.

So, while I cannot at this time tell you that I agree exactly with
your recommendations regarding a Women's Business Council
within the Department of CommerceI have some qualms about
putting anything within the Department of Commerce, or theSmall Business Administration, or what have youI think the
office of the President sounds a little nicer to me.

Ms. HENDERSON. We would not argue.
Chairman LAFALCE. We want to see what we can do, and we

have given encouragement to the Inter-Agency Task Force at their
next meeting which is going to take place on June 12, to make upat one meeting for what they have not done for the past 8 years.
Whether that will happen or not, I don't know, but we will contin-
ue to encourage them

With respect to procurement, 1 percent of the Federal procure-
ment dollar is grossly inadequate, yet at the same time we cannot
lose sight of the fact that in 1980 it was four-tenths of 1 percent I
suppose it is a question of what your expc.1,11.ions are as to wheth-
er you are happy. Some might have had very low expectations and
might be happy that they have gone from four-tenths of 1 percent
to 1 percent. I think we should have greater expectations, greater
goals, greater desires, and, therefore, I am still very, very unhappy
at the fact that we have only 1 percent. I think it is grossly inad-
equate.

Much more important than that, however, is the opportunity toget a much larger portion of the Federal procurement dollar
through subcontracts. I was very distressed to learn that no goals
have been established by any of the agencies with respect to sub-
contract opportunities for women. I have encouraged the Govern-
ment to do that, and we might be mandating, legislatively, thatthey do so, because we are talking about the rest of the 99 percent
of those contracts. I think there is a gold mine there.

111,..11M.
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However, I also believe that procurement is something that most
business owners, women business owners included, did not partici-
pate in that extensively. Most businesses do not do business with
the Federal Government or other governments. They operate in
the mainstream, private sector .,conomy. We should be putting
most of our efforts in that area in the kture, and we intend to do
that.

One thing we have suggested, I have introduced as the chief
sponsor along with Representative Lindy Boggs, the Equal Access
to Credit Bill. Not only as chairman of the Small Business Commit-
tee, but as a member of the Banking Committee, we are going to be
pushing that very aggressively, because I think that legislation is
very important.

As you know, we have had discussions with the Federal Reserve
Board regarding their recommendations and actions taken thus
far. We will continue to have discussions with them to see what
changes they could make administratively, and what changes we
can make legislatively to clarify the law. At the same time, there
are some pragmatic problems, and, therefore, I do not know that
we would be able to go as far legislatively as NAWBO might desire.
I do not know that it would be wise, either. So, I do not want to tell
you that I agree with all of your recommendations.

I think too, that it is important that we understand that we are
not trying to be of help to women just so we can help women. We
are trying to be of help to women because, as we do so, we can be
of great help to America. The energies and the talents and the po-
tential of women constitute a relatively untapped gold mine within
America. If we can tap that gold mine, if we can unleash those re-
sources, we can do much to fulfill America's economic potential.
That is what we want to do.

I also think that politically it would be naive if both parties, the
Democratic and Republican parties, did not realize that both of
them have much more to do to tap that gold mine. I will be work-
ing with Senator Bumpers in trying to ensure that the Democratic
platform does recognize the special needs and special potential of
women in addition to the whole small business community, and I
would encourage the Republican party to do likewise. Ms. Ascher,
"iv ha tv v ci y uu t,aii Liu Tt: c.;;;Al Mich 411 whom I know
you are quite close, we would appreciate it. It would be helpful if
both parties had strong planks and then made efforts to fulfill the
promise, fulfill the potential.

Perhaps our greatest need is additional management assistance,
however, and training and counsel. In that regard, AWED has been
outstanding in the past, and I think it would be wonderful if we
could replicate nationally what AWED has been able to do in the
local area, primarily the Northeast, primarily the New York City
area.

We have had not only private groups that provide excellent man-
agement assistance. We have had public groups too, and public/pri-
vate groups. AWED was a public/private partnership until 1980 or
1981. I would like to renew that public/private partnership.

We have an excellent organization in the State of Michigan, for
example. Are. you familiar with the BIDCO program, Bea?

MS. FITZPATRICK. BIDCO?



153

Chairman LAFALCE. Yes; I think that is what it is called in the
State of Michigan. Ms. Henderson, am I correct in that?

So, there are a great many different approaches that we might
be able to take, and we will have to consider what approaches
might be appropriate as we ponder the testimony that we received
over the course of these 6 days and month and a half of hearings,
and as we try to come up with an action plan. That is what we are
looking forward to as we sit down and study all the testimony that
has been given.

What I would like the Small Business Committee to come up
with is not simply a codification of the testimony of the facts and
recommendations that the witnesses have made, but perhaps with
an action plan. I hope we might be able to come up with that
within a month or so. Maybe we will use the occasion of some of
the speaking invitations that I have had to reveal those plans.

I think that is all I want to say.
Ms. SHAPIRO. Mr. Chairman, could I just add one thought that I

had?
Chairman LAFALCE. Sure, Ms. Shapiro.
Ms. SHAPIRO. This is a little tangential.
Chairman LAFALCE. Am I going to get that walk-on part on Dy-

nasty or not?
Ms. SHAPIRO. Absolutely. It's a done deal. [Laughter.]
We have talked a lot about partnerships here today, between the

private and the public sector, and between all of us who coventure
with other companies. But I think if we get down to the most basic
one partnership that means more to me than anything is really my
family. As I think of my husband, I think of all the men who are
partnered with women here and throughout America.

One of the things that concerns me is that even as we find ways
to help people live longer, we don't provide them with the ways to
do anything meaningful. Especially women. At the same time, soci-
ety imposes on men a dictate that they must assume the total care
of their families. Many of our most talented and productive men
are so stressed out that we have this alarming death rate of men in
their 40's and 50's. I would like to say to you and to the committee
that we women want to share the burden.

We want the men we love to stay alive to reap the benefits of
what they have worked for. We would like them to enjoy their
homes, eee their children grow, and live out the full span of their

Wlives. We don't want to hear about men dropping demi ad, 4L, and
50, and 55, because we have an attitude and a stereotype that says
men must shoulder the whole responsibility. Women do not need to
be taken care of that way. We can share the workload, and we can
grow together. I think this sharing will have an enormous effect on
the way our society looks at ageism, on how we evolve as role
models for our children, even, for example, young women who turn
to teenage pregnancy to avoid facing a future with no possibilities.

I receive thousands and thousands of letters from young women
all over the country who say I want to grow up and be like you.
Well, I never thought that would happen to me, but because it has,
I offer to you and to your committee all my human resources to
help women to become self-sufficient. I'll put myself on the line. I
know it's hard, and I know there is not a lot of money, but you

1 5, 4....,
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know, my life-long attitude has been that unless it is almost impos-
sible, it isn't even worth risking. I want today to be a memorable
day, and I want us to find a way to go into business together and
let me prove to you that the women here who are in free enter-
prise know how to do this. We can help make this thing happen if
we all want it to. Thank you.

Chairman LAFALCE. That is fantastic enthusiasm. I believe, too,
that you could do probably anything you waited to.

Ms. SHAPIRO. I want plenty. [Laughter.]
Chairman LAFALCE. I understand.
Mr. MAYER. Congressman, on a much drier level, could I make a

comment?
Chairman LAFALCE. We'll defer to the husband of Karin Lis-

sakers; yes.
Mr. MAYER. That's right. That if, in fact, Ms. Henderson could

make women entrepreneurship the vehicle by which American
banks began to lend on a cash-flow, ra.,her than an asset basis, it
would be perhaps the greatest imaginable contribution.

Chairman LAFALCE. That is a terrific suggestion, and that sug-
gestion was made at an earlier hearing, and we were very, very for-
tunate at that hearing that somebody from the American Bankers
Association was in attendance. I made the suggestion that the ABA
should start discussing, as part of their educational programming
and training, how loans could be made on a cash-flow basis rather
than just an asset basis. I am going to be addressing that sugges-
tion amongst other issues at their conference on small business
lending in Boston in a few weeks.

These are the type of incremental things that can be done. If the
American banking community will start educating their lending of-
ficers about that possibility, that is more important than all these
procurement programs that we are talking about. I don't mean to
denigrate them at all, but that would be extremely important, as
you point out.

Mr. Hayes, you may want to make a contribution to this. Thank
you.

Mr. HAYES. I certainly, Mr. Chairman, want to thank you for
having convened this hearing. I have listened with interest to some
testimony. I am being very candid, I do not know if I agree with all
the recommendations which you have submitted. I have not studied
them all.

My first inclination was to, when I left to go vete, was to not
return, because we had at the same time, as so often happens, a
meec,g- thc c..graciRional Black Caucus, and one of the issues
on the agenda this morning with the continuation of yestettiny
meeting was the set-aside program as it affects minorities. So, I
called my staff person and asked if he would sit in for me at that
meeting, because I wanted to be here to hear this testimony, be-
cause we do have a specific problem which I am sure is not going
to be a localized problem. It is one that is going to spread in other
areas.

As to the application of the setaside program, in Illinois as it re-
lates to highway construction, women have been used because of
action of this Congress, on pretty short notice, to include women as
a part of the minority on the 10 percent set-aside program for high-
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way construction. I think we have roughly around 15 percent in Il-
linois.

But the troubling part of it, I have no problem with entrepre-
neurship of women and being in business, but I think the way it is
being applied has to be corrected and instead of women being a
part of the 10-percent set-aside, we ought to make them a part of
the 90 percent that is still out there hanging and being used by
predominantly white men. The front that has developed as a result
of this, some women being a part of the program only in name for
the men who are really the ones behind the seat, according to our
information, are the ones who have been real benefactors of the
procurement programs. There is roughly $220 million involved in
the highway construction going on in the State of Illinois and other
States.

When you set up the rule or the guidelines by which we operate,
I think it has to be with a degree of fairness and understanding.
My concern is one that goes to the consumer level when you get
the little people. How many jobs are provided. I like the approach
that I saw in some of your testimony here. The have-nots, an awful
lot of people are out there out of work. So, even in the letting of
contracts to minorities or women, I think it has to be done on the
basis of what it is going to do for jobs and helping people who need
help.

I was wondering, Ms. Henderson, in your recommendations there
are a couple of things that bother me a little bit. If you would look
at your first section, point number seven, "Congress should enact
legislation eliminating Federal competition with the private
sector." I have nothing wrong with privatizationI think that is
what you are alluding toas long as it does not adversely affect
people. I have some problems here on this Hill. The Government
used to be the one who ran the restaurant. Now, it has become a
part of a private enterprise. The food prices went up and the qual-
ity went down, and the welfare of the people who work there is
always jeopardized. So, there are areas where I think the Govern-
ment's competing with the private sector is necessary.

I have some problems with the airline companies. What has been
done in terms of removing some of the controls, and what has that
done to the public? It does create some problems.

I know you have a time ploblem. You indicated you have a 4-
week -old baby--

Ms. HENDERSON. I have a very hungry baby outside probably
screaming.

Mr. HAYES. Can you tell me what you mean by that?
M. HE= EitcoN. our c.,,nc . rn is the Govprnment is moving into

areas that the private sector could provide services in or goods in.
Especially in new areas which are being established. We need to
look very carefully as to whether the goods and services are avail-
able in the private sector, and if they are, not establish it as part of
the Government, but to purchase it from the outside.

We feel that the private sector competition should encourage
competitiveness in quality and in cost. But I think we have to look
very carefully at established programs and how we do it so it does
not impact on people. We are concerned about people, too. But the
Federal Government is moving into areas that are established in
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the private sector and where programs have not existed before
where they could buy it from the private sector.

Mr. HAYES. Your point 16, you said direct all agencies to include
at least one bid from wome..-owned small business for all small
purchase orders under $25,000. Is that establishing a goal or some-
thing?

Ms. HENDERSON. What we have been searching for is a way for
women business owners to get their toe in the door. This was kind
of a concept that if women could get these small purchases that
they would then begin to develop a track record and- -

Chairman LAFALCE. It would be fair to say, Ms. Henderson, that
your presentations were more a wish list, and your wish list prob-
ably contained at least a few throwaways.

Ms. HENDERSON. A few.
Chairman LAFALcx. All right.
Mr. HAYES. I didn't want to be that harsh.
Chairman LAFALcx. I'm not being harsh, I am being realistic.

Also, I am concerned about her 4-week-old baby, so let me just in-
tervene and say let's not kid ourselves. I think we have a million
things that we can and should be doing to assist women business
owners and women in business, and we are going to try to do that.

However, with respect to set-asides, in my judgment that is not
one of them. Set-asides are quotas. I do not like the idea of quotas,
generally speaking, although there are certain exceptions that we
should have. We have them, I don't think we should expand upon
them. I &al think we should be having quotas for women or set-
asides.

Now, I distinguish between goals and affirmative action efforts,
however, and I think we ought to have goals, and they should be
much, much higher than they are right now. In fact, in some in-
stances they don't even exist, for example, with respect to subcon-
tracting. So, I think it might be difficult for this committee to
make recommendations that women should be participating in set-
asides, and I don't even know that you want it that much.

Ms. HENDERSON. We don't want a set-aside. However, we get to
the point

Chairman LAFALCE. You want realistic action and the goals and
the affirmative action, and you want us to know that if we don't
make that realistic action that you might be revisiting us.

Ms. HENDERSON. Right. Also, the issue that women-owned busi-
nesses face is that even when the desire of a procurement person is
there to help women, there is no mechanism. There is no way that
they can push things.

We get calls from people all the time saying became you're a
woman-owned business, I can sole source this to you. I laugh and

to their rontrnetintisay no you Lull 1., Limn they go back anc.1

people. So, they start out and find a company that is qualified that
is woman owned, and they can't get the work to us. So, it is an
issue of even if the desire is there, how you get it there if there is
not a mechanism.

Certainly, NAWBO has never encouraged set-asides for women-
owned businesses. It is not something we would particularly want
to see. However, if the percentage continues, and if the actions
remain lip service, then I think we have to look seriously at some-
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thing more drastic that I don't think any of us would particularly
want to move to.

Chairman LAFALCE. I appreciate that comment.
Bea, for the last word.
Ms. FITZPATRICK. No; I just wanted to address something that I

thought was implied in some of Congressman Hayes' remarks.
I think it is crucial that women and minorities who have both

been excluded from the mainstream of our economy don't allow
fighting over some money, or contracts, or anything else to sepa-
rate us, because I think our common interests outweigh any kinds
of concerns. Most women in the United States do not want Federal
contracts. They really don't. Most women want a chance to run a
business in their own community. They just need the training to
make that succeed.

I don't think any programs that are developed for women entre-
preneurs should be allowed in any way to take anything away from
what has been developed for minority entrepreneurs through long
struggle of minority groups over the years. I think anything that is
done for women should be in addition to and should only be al-
lowed to be in addition to. If there is a local government that has a
10-percent set-aside for minorities and then wants to include
women in that 10 percent, they are helping set women and minori-
ties against each other, and I think we have to understand that is
political suicide for us to engage in.

So, I think it is very important for the Government not to pro-
mote anything that would in any way encourage women and mi-
norities to do anything except see that mutual growth is essential
for the growth of small business in this country.

Ms. HENDERSON. I agree. I believe strongly, and NAWBO believes
strongly, that we have some of the same issues. I have been in so
many meetings where they do, to get you off their back, start pit-
ting the minorities and the women against each other. Send you
out of the room while the main discussions are going on, to negoti-
ate.

We have been supportive of minority programs and continue to
be.

Ms. FITZPATRICK. I just also want to say on this that a quarter of
ourI think I know the program you're talking about. It's the pro-
gram that is addressed only to low-income women. We just happen
to think all women need access to training and not only low-income
women. We also think that programs that are designed only for
low-income people do not get the kind of support in terms of length
of time or breadth of support as programs that are addressed to a
whole population.

justust from a public policy point of view it is very important
that if you are going to do anything for women, whether it's in
manage-1=ot training or ,Anythincr else, that it be for all women en-
trepreneurs. We have women coming in our training program who
are on welfare, who are unemployed, who are paid for by the State
of New York For us to train because they're in those categories, and
we also have women who are at the top of their profession who are
vice presidents in major corporations, and they are in training
groups together. What we find is that they have more in common,
and that the areas in which they have been short changed are
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more common than any differences they have because of back-
ground or anything else.

So, I think it is very important when you are thinking about pro-
viding management training for women that you do it for all
women, and not just for categories.

Chairman LAFALCE. Absolutely. No question about that in my
mind.

We are going to have to conclude.
One more thought. Mr. Mayer, you have written at least a dozen

books.
Mr. MAYER. TWO dozen.
Chairman LAFALCE. I have only read three. "The Fate of the

Dollar," "The Money Bazaars," and "The Bankers." I hope to read
your book as of yesterday, "The Markets," but why don't you make
your next book "The Hidden Gold Mine in America, Women." I'll
take full credit for you if you do.

Mr. MAYER. We'll give you a commission.
Chairman LAFALCE. You can coauthor it with your wife. It is a

good idea, and I do want to see Karin on Third World debt issues.
Ladies and Gentlemen, I think these have been terrific hearings.

Unless Vice President Bush wants to come back and testify, or
Linda Evans, or Joan Collins, this will conclude our hearings.

Ms. ARCHER. They're both business women. They both run a
number of businesses.

Chairman LAFALCE. We'll have a hearing if either Linda, or Joan
Collins, or both want to testify, any time. Polly Bergen started it.
We'll allow them. We'll have Linda Evans, and Joan Collins, and
George Bush on at the same time.

[Laughter.]
Thank you very much.
[Whereupon, at 11:30 a.m. the hearing was adjourned, subject to

the call of the Chair.]
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APPENDIX

Opening kemarks
of the Honorable Silvio 0. Conte

Small Business Committee
April 26, 1988

Thank you Mr. Chairman, you are to be commended for convening
this series of six hearings on Women's Business IF..ues. There
are approximately 3.7 million businesses operated by women
today, accounting for 27% of all businesses in America. They
are the fastest growing segment of America's business population
- growing at twice the rate of businesses owned by men.

In 1986, woman received 33% of all MBA's and 14% of the
engineering degrees. Also in 1986, 83% of female officers in
the Fortune and Service 500 were at the vice presidential or
above levels. Additionally, 30% of managers, 16% of lawyers,
20% of doctors and 40% of programmers were female. Clearly the
accomplishments of women are spectacular, but their potential
for small business and our country is even more awesome.

While all businesses face the same start up problems, women
owned businesses have additional barriers primarily relating to
credibility and equal access to capital.

It is vitally important that we as members of the Small Business
Committee double our efforts to advance women's participation in
business by eliminating barriers and developing their
participation in public and private sector activities.

I look forward to the testimony of our distinguished panel today
and to future participation in a program of initiatives that
will allow women to achieve their personal and economic
potential. Thank you.
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CONGRESSMAN BILBRAY'S
OPENING REMARKS FOR THE SMALL BUSINESS COMMITTEE HEARINGS ON

WOMEN'S BUSINESS ISSUES

Mr. Chairman, I congratulate you on your leaJership to hold
heariegs on women's issues. While only one in every three
American women was employed thirty years ago, today, ove- 50% of
American women hold jobs outside the home. In my Congressional
District in Southern Nevada almost 50% of the working force are
women.

Though I realise these hearings are for businesses operated by
women, these figures are an indication that women will continue
to increase their participation in the business world not only as
e mployees but managers, presidents, and owners.

As a lawyer involved with buainess over the past twenty years I
can remember the term - NON TRADITIONAL - used to describe areas
of business where wor'n were not found in large numbers.

It was non traditional for women to be involved in construction,
e ngineering, or for that matter any field that was traditionaly
considered a man's field.

Fortunately for us as a nation we have progressed enough to
realise that no career field is exclusive to one sex or the
other.
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TESTIMONY OF GIWAN RUDD, PRESIDENT
NATIONAL ASSOCIATION OF WOMEN BUSINESS OWNERS

BEFORE THE
HOUSE SMALL BUSINESS COMMITTEE

APRIL 26,1918

My name is WM: Rudd. I am a worn..i twines owner from Washtngton D C It is
with great pnde did Ica= before you today as Pieudent of the National Association
of Women Busmen Ownen of the United States 'NAWBO'

IsAWBO is a national vide assonant of women ennegeneurs It was founded m
1974 and has grown to 38 chinas throughout the United States It is the only
mons' a pnizabon that represents the whole spectrum of well over 4 million
women Mums owners across the United States NAWBO v affiliated with women
busineis owners in 22 other connotes maces the world through a 35-year old
ostentation,: erg/unison of women business owners. Les Femmes Chefs
D'Enaepnses Mandiaks (FCEM)

NAWBO works to advance the merest, of won ..4 hotness owners through education,
mutual support, and collective efforts at the local. state, and federal levels

NAWBO deeply leprechaun the antinomy you, Mr Chairman, and the Committee are
pond women bounces (wren to present our case on the econenoc impact women
busanens owners have made on the national economy in the last decade and a half as
they have entered hotness ownership and commie to enter at a rate that far exceeds
any other segment of the Amencan twines' community

siggtwAILadda
As I travel nwonally and internationally, I have almost daily convensoons with
women mums OMTICI1 I hope that what I sty today will reflect what they tell me
and that I can convey to you the depth of their feelings

There is an enonnow amount of pnde among women business owners We know that
we have made phenomenal achievements to the last decade or so, personal and
publicegthastell oda But there is an equal amount of frustration and anger -at
the lumen that continue to impede our business growth

We hope that the witnesses you have called for these heannp w II demonstrate what
women business owners we doing and have done over the last 10-IS years as we have
gown to own, in sole propnetorships alone, more then one quarter of the natIon s
businesses -over 3 7 million was The Small Business Administrations (SBA) figure for
sole propnetorshms for 1988
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OiffiLLMBIAMilefglifigiE611ffitaktEMBMMI
The manes these witnesses tell should 00100O117100 our trlINCUIPO present vale 10
the economy and our potential for making infinitely gamer on mhuuons in the
years ahead.

Our peseta value a conservatively estimated impact of some 5250 billion annually
on the economy--has been achieved with infinitesimal assistance an encoaragement
from the public. major corporate, and financial SOCt001, and has frequently been met
with hostility. discummation, and resistance

Rea lumg our potential value to the economy hes in many says in your hands,
gentlemen and gendewornan. As you will see, we are malung some suggestions

NAWBO sutegly feels that we need leadership, tough and visionary. In the business
community --in both the public and the enuepreneunal sectors We need leadership
from you to help those of us in the business community to grow, to be profitable.
goatee ve. competatve, quality finns, to create more jobs in our communes, and to
put more dollars moor federal. state, and local treasures Cumin estimates are that
women busmen owners now pay annually 537 billion in federal taxes and S13 billion
in local and state taxes.

NAWBO is devP15 CatTIT-4 9se caanev's disastrous international Imbalance of
trade and with ow mountainous Ourt1CUIC sea and we 11.1 to work to get the L wed
States off the trade deficit slid- Intemattoiully and to reduce ow domestic debt We
women busmen owners do sae see our economic growth m a social issue or a special
interest issue, we see it as part of a national economic tunas

400 ChIcago
II:fools 60605

da.LILIMMUIMMUMILL
Women business owner we in all types of businesses and at all business stages I see
from the list of witnesses today and tomorrow that you will be talking to women who
have seized opportunities. wrested with opposition, stepped around bamers--who are
competitive. profitable, who operate internationally and nationally, who are
innovauve, who are entremeneunM

As l have said, they have achieved their successes against all odds

But, NAW BO is not, never has, and is not now asking for handouts and set asides

However, we will no longer seep- aside. We have mare than proved our worth
more than paid our dues, in these last 10 year Existing procurement, credit, and tax
policies are cnppting us, are threatening our stability, are stifling our growth
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Women business ownersand the full range of entrepreneurs must
hale wane to pm ,'sent dollars. to technical assistanm to financing.
We believe that the country Is al crucial economic crossroads and all
of our taxpayers dollars. all of our government policies should be
focused on incentives to America's business growth. to job creation. to
international trade.

ifildatlitILAIRELADYWINIWOU1011lAWISSW
Tomorrow, in these hesnnp, we will release the findings of a motor new study on
the state of women business owners around the country- -and what government at
state and local levels is doing It refers to women business owners as America s
"hidden resource " I think some of uson those bad days when the banker asks for
our husband to sign ow busuless bank loan and the procurement official tells us one
more time that "there we no qualified woman business owners ow therethink that
we ate America 5 boned resource- -with fresh shovelfuls being thrown on us daily
What the report will reveal is wondawdressing. by service, and a mere five
continuingly funded women baroness owner program in states and noes around the
country A paltry effortand an unfortunate waste of a valuable economic resource

ffizazawalloglibwoggajpr:
As you we aware. The Small Business Administration failed to document women
business owners congress in their report to the President in 988 NAWBO was amazed'
Now road s document that pupated to detail "The State ofSmall Bianca on the
United States" in 1988 leave out the fatten growing segmentof the small business
coenniundy, We were told by officals at SBA that 110 new information was gathered
in time -and that is why the women business ownership chapter was dropped from
the report. and no mention of "women-owned business" could be found in the index
The fastest growing segment of growth business m the American economy had been
made invisible' This omission raises serous questions as to SBA's commitment to
the growth of women-owned businesses

In partial defense of SBA, there is no clear legislative mandate for the agency to focus
major attention or resources on women-owned businesses, but this does not explain
the low and lowenng level of attention that we receive What women business
owners have at SBAas we have almost without excepuon in government agencies
around the country s what may be perceived as windowdressing Token offices.
with little funding and authority. a lot of PR, and one -this conferences wound the
country are not helping women business owners We need systematic, continuing.
effective, and quality technical assistance to break down homers that hinder our
growth

LeLEgruiLsmaigne2
Let me just say. that this year NAWBO has dropped the words 'small business from
our language --it has come to be synonymous oh disadvantaged. non-growth
business, which is not what we are about
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We believe that this Commute* and the SBA should be two of the snort exciting places
in Washington. DC The entremeneunal community, the growth business
community. the emerging business community. is where the anion, the encrypt,, the
excitement, the yobs, and the innovation are The SBA should be streamlined, focused,
W the political programs that have been dumped 11110 that agency in turn dumped
oat We need a an plan far business growth in this country If it cannot be
done in the SBA than it toil be dome elsewhere and soon.

agallOggalanIatina
In the second pan of Woe hearing& I unektatand that you have scheduled
government apnoea to outline the programs they have implemented to encourage
the growth of women tautness owners in the hut decade I do not expect much of a
catalog. and when programs are mentioned. I ask you to query if they were a
one-shot deal, quay the number of dollars spent and the results, the number of
mamas that wawa barna, owners have received. quay who stiffs propane
how many stet what the budges shorn evaluate they value

I would like to add a note of thanks to the Department of Commerce, and to Ante=
Secretary far Adauntetrenon Kay Bulow, who for two years has striven mightily with
us in a nationwide attempt to get more of the less than 1% of federal dollen. plus state.
bell, and corporate dollars into womenowned business by co-convemng nauonwide
procurement events for two yeas called "hlepMerkstplace " And to The Department
of Commerce s Office of Busmen Lance and tmernational Trade Adnumstration,
which has worked to include women bumneu owns au both domestic and
international bustneu efforts

aillifigLfirligiefgraonalikmagagisaigUl
I undastand that you have wisely planned the last segment of the hearings to look at
our fume-what demographics are telling ea where air deftest; 11/0 leading us, how

peaty of accurate wawa is harming national ptoductivity, what policies
entrepreneurs and emerging and growth =panes need to enable them to pow.
how we can keep the United States competitive and prosper am in the years ahead
This Ls of most vital concern to NAWBO-we was to plan for our future and for the
future of our children, to know whore we an gong, -otherwise as hue:hall !egad
Casey Stengel says' we may eta up somewhere else"

YompahurgiairmAgSouragykopaggpamMumgraZ
American public policy makers, the financial and corporate sectors, and
entrepreneunal and rowing businesses need a forum in which to work together.
where a Wad spectnun or interests and expertise can meet - -a National Strate plc
Mamma Conausmon For American Business Growth-that will recommend a mission
and vision mamma for Amencan businesugovernmers for the next 5,10,15 years
and a plan of action

We all do strangle planning in our own businc,ses Other countries do n It is a
sensible, rational, path to take - -to look at our resources, to look at our present and
future demographic and trends, to look at one prese... position our weaknesses and
strengths in the global economy. to plan a national path prospenty
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What Are Women Rosiness Owners Astons For In The Short-Term'
Here are the problems women besmess owners face

no programs -- technical and financial, or access
no recognition of our growing economic impact on the national

economy
no organized systems of outreach to women business owners

Here, we suggest. are some solutions
We believe these solutions take a new and innovative approach to the needs of the
next decade They are focused on access business growth and stability and e, on,mic
development We are not suggesting new programs, we are suggesting

o reallocation of existing resources, with no major new budget programs
o a greater private sector role in public sector programs and strong
effective publicipnvale partnerships, particularly with major

corporations
o the development of 3-year federal model programs that can be

implemented at the state and sty level through matching grant programs or
local spewing

o assunng that women-owned business emphasis is placed in existing
programs.

How can we do this'

site need jour assistance to get as there We need attention from the top down from
the House. from the Senate. and from the next President whatever party This is a
national economic issue to which we need innovative soluuons

4 Woman Bunnell Owner Federal Ininotsvg
We need a woman business owner effort that IS institutionalized across the entire
federal structure in a way that will have long term and broad range impact- a Women
Business Owner Federal Initiative The lie) to its success is attention and commitment
from each Cabinet Officer. The White House, and Congress and the development of a
four rear plan of action (with annual targets goals. and measurable objectives) for
each agency, which can be consolidated into an overall federal plan

The suggested institutional mechanism to accomplish this

Women Business Owner Policy Council , established at the
Dc,.artment of Commerce that will consist of ken agencies. The White

House. Congressional representation. women business owner groups.
and indnidual women business owners. This Folio Council will
hale a budget and staff to carry out its mandate
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lit s mandate is to
6

n coordinate the actions of all federal agencies and depanmenis
o develop the federal comp:become plan and specific program goals for

women-owned business program;
d work with staters:sty/local planning and nade monsoons, such as the

Natant Govenaws' Asia:mums Nautical League of Cities, Nauorol
Association of Counties, etc to enure federalistateicity/county emphasis or
this issue

o establish agency performance goals, monitor, and report progress to Congress

and the President
o define the programa needed by women business owns and idenufy the

appropcate agency to develop such iniusmvet
Specific emphasis will be placed on

CV"
piocuremem
high technology
intenvuonal trade
technical assistance and among
The Departments of Defense sal Transpouuon. The Office of
Productivity, Technology and Innovation, The Small Business
Developmera Corporations, sad the SBM program.

Cebuses Wows lostmess Owner lehey Tank Forces

I Each Cabinet officer would sworn& a Women Names Owner Policy Task Force
under the Au stint Secnnay for Administration to develop 14-year women
business owner action pan, with specific targets, goals and objectives for each
year The accomplishmeas of the goals would be included in the menu
increases of federal employees Recognisant the boners women business
owners face, museums on sole amazing and other procurement incentives
will be established. There would be a sunset provisson to Manmade the Task
Forces in four yeas if goals and objectives we reached

2 Each Task From would include agency staff, individual women business owners
and representanon from women business owner groups

3 Each agency would allocate a specific pawn of program budget for the
implementation of model programa

4 Model programs would be funded for 3 years and through matching grains in
subsequent years

5 The Task Forces would make a yearly report to the President on progress and
futon actions
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6 The Small Business Adnunistration would concentrate on outreach- through a
directory of women business owners. a newsletter, and outreach for programs
would build local consteueucy advisory groups. disseminate program
infonnation,plav an advocacy role, and establish a separate and appropnatel
funded women business owner office with advisory councils on policy

Leg show Oversight
Congress will review the federal outiatives each year, with oversight hearings at the
end of the tour -year plan

Zighlzakaadsaaataamou

I The Department of Commerce should refine and cononut the sponsorship of
MegaMarketplace for another four years to widen the effort to bring more
women into the procurement process at all levels nationwide Monies should be
allocated for this effort and for surveys on the impact of MegaMarketplace on
women business owners and procurement officials, and mutts in number of
contracts and dollars

2 As a part of The Dvaronent of Commerce's excellent minanve "Export Now'
and because of NAWBCYs extraordinary outreach to businesses in 22 countries
through its cuenuoronal crgarnunon. we suggest a special export program
targeted to women business ownersagain for a four year perrodwhere
we semen and select a number of business owners. Commerce works with those
business owners to develop a suateDc mat etn and action plan. and provides
a range of technical assistance, whale The Export Import Bank provides loans
These businesses' accomplishments. failures, and successes would be tracked
and anal red over four yews and would lead to the development of a longer.
term entrepreneurial export growth strategy

NAWBO members are uniquely qualified for the program because
I of our moving international business network
2 the fact that our members are heavily in the service sectorAmenca s

cutting expos edge
3 NAWBO set precedent when we led the first United States service

sector trade mission to Europe in 1985. and followed that up with a highly
successful health-care services trade mission to Japan.

4 With existing domestic harness in procurement and credit. women
business owners at this point in tune may have MDR opportunities
and access to markets abroad -- and the country needs this export push

I
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NA WHO Imtlattrt le Calefeenua MInnesona and Nes nit
When NAWBO s executive conunante met in Ronda last month we talked about the
future of women business owners. and e barren we have faced for so long and
continue to face in the political. business. government. and social arenas We formed
an Econonuc Development Task Force to define and work to establish policies and
programs that encourage and support the growth of women-owned businesses Our
efforts will focus on Caltfaima, Minnesota. and New York

Chadistdazdasfasgsgfeakhaix
NAW BO is deeply concerned about America s provenly in the future since we and
our children will be living there Ve feel that a false sense of prosperity ensts in the
country, that our short-term. penny -wise. pound-foolish approach deeply endangers
our future

At the 1967 White House Conference on Small Business, NAWBO delegates from across
the couray developed an issue book. 'Framework For The Future' We ate updating it
for release in May It will be titled, "Framework For The Future II Invesung
America

We we calling for American business and govensners to make a long-term
investment in America We ate asking for a holistic approach to the entrepreneunal
agenda. a snowy approads that looks at Issue% of conmennveness--quality design
education, technology. research and development financing and taxes Our
government dollars should be spent now to catalyze growth

As a country we desperately need a business =Salon and vision Statement and a plan
of action. With the right people, the nght lean]. the nght vision. we can make our
future prosperous, we can move out of our reactive. busmessas-usual mode and
resume our place as a proactive, compenuve, first class. world class economy .gam

NAW BO commits itself totally to working with you to achieve this goal

1 /0
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DATA AND STATISTICS

Since the end of the Second World War, the United States economy has
undergone major transformations from being primarily a manufacturing
economy to a services and information economy This transformation has
resulted from interactions among technological developments, systemic
shifts in the structures of industries and jobs, and changes in
population These rapid changes require effective management, but it
is impossible to manage anything effectively if we no not understand
its dimensions. While the federal government produces a multitude of
statistics as disclosed in Statistical Abstracts of the United States
and other reports, comparatively little information is available on
economic growth, innovation and emerging sectors of the economy The
very components of entrepreneurship

Women are playing a key role in the transformation of the economy by
starting new business ventures in the services, information and high
technology sectors A study of The National Association of Women
Business Owners (NAWBO) membership, funded by the U S Small Business
Administration and released in 1984 revealed that members had
businesses concentrated in professional services as consultants,
accountants, and lawyers--and in communications, distribution, and
financial services 1

Despite the growing interest that women are starting such business
ventures, solid information about the nature and scope of these firms
is nonexistent Data on businesses owned by women is nonexistent by
the fact that national data only reflects information on sole
proprietorships As a result, women-owned firms are viewed as being
inconsequential in size and impact This misconception greatly
interferes with the ability of the women-owned business community to
focus the attention of the government and private sector on its needs,
abilities and contributions to the economy

Several factors contribute to the lack of data and statistics that are
available on women-owned businesses One factor is attributed to
inconsis-ent data There are four main sources of data on women-owned
businesses that are readily available to the public They are the

census of women-owned business, the Statistics of Income for Sole
Proprietorships published by the Internal Revenue Service (IRS), the
statistics on self-employed individuals published by the Bureau of
Labor Statistics (BLS) in the monthly publication Employment and
farnings. and current population reports

Unfortunately, the figures reported by these sources are not consistent
with each other For example, in 1977 (the only year for which data
from all these sources are available), the Bureau of the Census
substantially undercounted the number of women-owned sole
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proprietorships in their Economic Census Federal income tax returns
were the primary source of information for those reports Business
interests reported on the tax returns of married individuals were
attributed to the first taxpayer on the return, usually the husband
In 1977, subsequently, the Census Bureau reported approximately 700,000
women-owned sole proprietorships 2
In 1977, the Internal Revenue Service drew a sample of tax returns anC
from the sample estimated that there were approximately 1.9 million
women-owned sole proprietorships, indicating that the Census Bureau's
figures had been off by approximately 1 2 million. The discrepancy
between the IRS and the Bureau of Census exists despite the fact that
the primary source of data for the 1977 census was the IRS 3

The discrepancy in the IRS and the Bureau of Census numbers may exist
because there is no uniform definition of a "woman-owned" business
For instance, the J.S. Small Business Administration's Office of
Women's Business Ownership defines a woman-owned business as one that
is at least 51 percent owned, operated and controlled by a woman or
women!" This includes control of operations on a day-to-day basis
The Census Bureau considers a business to be women-owned if the sole
owner of half or more of the partners are women, or, in a corporation,
if 50 percent or more of the stock is owned by women 5 Meanwhile,
the Internal Revenue Servce estimates the number of "female-operated
firms for sole proprietorships--by using the first names from the Form
1040, Schedule C that must be filed by business owners The IRS does
not collect or analyze data by sex on partnerships or corporations 6

The Bureau of Labol Statistics (BLS) figures count only the number of
people reporting to be self employed, not the number of businesses the)
own nor their share of ownership. The BLS figures also do not capture
all U S business owners. Corporate owners and partners are excluded
from the count, since BLS counts tnese individuals separately as wage

2
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and salary workers. In addition, individuals who are self-employed in

a second job but work for someone else in their primary job are not

included in the count 7

Statistics based on these definitions represent only the smaller scale
businesses owned by women, since they are based on the U S Census

survey of sole proprietorships, partnerships, and S Corporations They

do not include those women who have moved up the entrepreneurial
learning curve in the last decade to larger scale enterprises, nor do
they capture those women who initiated their enterprises as regular (c)

corporations in the first place

A glimpse of the possible magnitude of this hidden corporate sector of

women business owners can be seen by looking at select groups of more

sophisticated women business owners, such as those who were delegates
to the 1986 White House Conference on Small Business or who are members
of either the National Association of Women Business Owners (NAWBO) or

the Committee of 200

Sixty-four percent of the women who were White House delegates owned
corporations (C or S)8 and 55% of the members of NAWBO are
incorporated (C or S), with 42% owning C corporations 9 Consequently

many of these women's businesses were not captured by the U S Census

survey.

The Committee of 200 estimates that 80% of its members are
entrepreneurs, and 13* own or manage firms with revenues in excess of

$100 million This organization was started with seed capital from the
National Association of Women Business Owners in order to dispel the
myth that all women own micro-enterprises and to point to the fact that
women are entering the business mainstream as the owners of large scale

enterprises."

The criteria for membership in the Committee is ownership of a business
whose revenues exceed $5 million dollars or control of a corporate
division of a business with revenues in excess of $20 million dollars
Most important, when the search was made in 1981 for the top 200 women
entrepreneurs and corporate leaders, over 1,500 potential members

surfaced

3
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To impro,e ,ne national data on woman business owners, the Government
must establish initiatives to ensure the regular collection of reliable
national date on women business owners and further revise and update
the Standard Industrial Classification Codes (SIC) to reflect the
dynamic changes in the service sector, including the professional and
technical services, where tne preponderance of women business owners is
concentrated

Although the Standard Industrial Codes were updated in 1987, the
present SIC Codes still seriously under-represent the services sector
The SIC Codes, which are used to measure output by industry group, were
developed in the 1930s when America was primarily a manufacturing and
agriculture economy

Not surprisingly, in 1988, the goods producing sector is represented by
607 different categories although it represents only one-third cf our
gioss national product and 30 percent of employment The services
sector is represented by 442 industry categories even though it
contributes two-thirds of our gross national product and 70 percent of
employment This outdated statistical framework is grossly inadequate
to support the development of sound economic, tax, trade, and
regulatory policies Lack of sound data is a practical barrier to
understanding the true nature, dimensions and character of the dynamic
entrepreneurial business community This understanding is essential to
articulating the proper role for the federal government in promoting
growth, entrepreneurship and innovation

As renowned management consultant Peter Drucker noted, "The aggregates
on which all statistics are are now 50 years old And so the
great national economic aggregates have been reliable plus or minus 40
percent . If you get that much slippage and still base policy on it,
your chances of doing the wrong thing are simply too great "

The United States must accelerate efforts to modernize its national
data collecting capabilities Much of this can be done within present
systems and without an unwarranted increase in paperwork for the
nation's businesses

Therefore, it is essential to develop a methodology for revising and
displaying a new classification system which will be both responsive to
and reflective of the rapidly changing entrepreneurial economy and
economic structure of the United States The goal is a flexible
classification system which, through periodic updates, will accommodate
changes in economic structure and activities while maintaining a basis
for historical comparability

It is also necessary to revise the SIC codes for management and
procurement information and control purposes Development of a system
to provide comprehensive information on commercial transactions between
U S companies and foreign entities would assist in the formulation of
international trade policies and assist U S business in identifying
and evaluating market opportunities

4

1
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Nine out of every 10 jobs created in the next decade will he in the

services industry With woman business owners spreading into th,

service area at a raoid rate, clearly wc, owned businesses will

be an important cont ibutor to the national economy Improved data

accumulation and statistical evaluation will assist policymakers to
determine the needs of women-owned businesses and t,' eir impacts on the

economy

5
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Profile," (Chicago, National Association of Women Business Owners,
1984

2 U S Department of Commerce, Bureau of the Census, Women-Owned
Doinesses. 1972 (Washington, D C U S Government Printing
Office, 1976)

3 Ibid.

4 President's Interagency Task Force on Women Business Owners, The
bottom Line. Unequal _,nterr,ise in America, (U S Government
Printing Office, 1978)

5 Bureau of the Census Women-Owned Businesses. 1977

6 U S Department of Treasury, Internal Revenue Service Sole
Proprietorship Returns. 1979-1980. (Washington, D C US
Government Printing Office, 1982)

7 Recent information on self-employed workers is analyzed in T
Scott Fain, "Self-Employed Americans Their Number Has Increased,"
Monthly Labor Review (Nov 1980) and Eugene H Becker, "Self-
Employed Workers An Update to 1983" Monthly Labor Review 107, 9

(July, 1984)

8 Source. White House Conference on Small Business, 1986

9 National Association of Women Business Owners, "NAWBO Membership
Profile," (Chicago, National Association of Women Business
Owners, 1987)

10 Committee of 200, Chicago, Illinois

6

1



176

THE CHANGING WORK FORCE
and

THE IMPACT of WORKING WOMEN

According to Rosabeth Kanter, professor at Harvard University's School

of Management and a leading advisor to many Fortune 500 companies, there

are few periods in history that deserve the label of "transforming

eras," when circumstances change sufficiently tc warrant a major shift

of assumptions Thomas Kuhn, the historian of science, has pointed out

that major change takes place only occasionally, in what he called

paradigm shifts, when the working assumptions on which people have

depended become so inappropriate that they break down, to be replaced by

a more appropriate set Thus, social or economic history is
intrinsically characterized by long periods of stability in paradigm,

punctuated by relatively short periods of high instability history as

staircase, rather than ramp Kanter believes this model fits the

changing world of business organizations very well

Business organizations are facing a series of changes more extensive,

more far-reachinv in implications, and more fundamental in transforming

quality than anything since the "modern" industrial system took shape in

the years between roughly /890 and 1920 These changes in the American

business environment come from several sources continued integration of

the world economy, further shifts of production from goods to services,

the application of advanced technologies to most industries, faster

gains in productivity, particularly in services, disinflation or

deflation in world prices, and increased competition in product,

service, and labor markets Each of these by itself has changed

significantly The present situation is unusual not only in that each
is undergoing transforming change, but that the changes ale profound

Furthermore, radical transformations of the US work force have requireu

companies to address a series of managerial and human .esour,e issues

These transformations include

o The U S has moved toward a society where men and women have
equal opportunities to pursue whatever career and family goals

they choose

o White males, thought of only a generation ago as the mainstays
of the economy, will comprise only 15 percent of the net
additions to the labor force between 1985 and 2000 For

companies that have previously hired mostly young white men, the

years ahead will force them to look beyond their traditional

sources of personnel

o Over the next 12 vears, blacks, Hispanics, and other minorities
will make up a large share of the expansion of the labor force

Non-whites, for example, will comprise 29 percent of the net
additions to the work force between 1985 and 2000 and will he

more than 15 percent of the work force in the year 2000 Black

women will comprise the largest share of the Increase in the

non-white labor force In fact, by the year 2000, black women
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will outnumber black men in tne work force, a striking contrast
to the pattern among whites, where men outnumber women by almost
three to two

o Approximately 600,000 legal and illegal immigrants are projected
to enter the United States annually throughout the balance of
the century Two-thirds or more of the immigrants of working
age are likely to join the labor force

o Seventy percent-of all college-educated women work, virtually
all women in their twenties and thirties work unless they have
small children, and even then half the women with children under
six years work

o As the baby boom ages, and the baby bust enters the work force,
the average age of the work force will climb from 36 in 1988 to
39 by the year 2000 The number of young workers age 16-24 will
drop by almost 2 million, or 8 percent

o Part-time, flexible, and stay-at home jobs will increase, and
total work hours per employee are likely to drop in response
to the needs of women to integrate work and child-rearing, and
the modem equipped computer, which will eliminate the need for
the office as a centralized communication and production area

o Love of work is on the upswing Seventy-five percent of
American's no longer find acceptable the prospect of working at
a boring job as long as the pay is good Self-denial in a job
setting is an aging idea Values are changing

o Relocation is an issue that has brought the two-career family
into corporate focus Changes in values, especially among
younger employees, have made career advancement and financial
gain alone less persuasive inducements to relocate

In particular, the mass movement of women into the work force has been
hailed by social scientists and historians as a social change of
momentous proportions, comparable to the industrial revolution or the
waves of immigration in the last century "It's the single most
outstanding phenomenon of this century," says Eli Gtnzberg, professor at
Columbia University A Aupiness Week article attributes America's rapid
economic growth in recent years to one factor women entry into the job
market as part-time, full-time, lifetime workers in virtually all
occupations and at all levels of responsibility

This transfusion of feminine energy and skill from the priva,e to the
public world, is, the article continues, "boosting economic growth, and
helping to reshape the economy dramatically Women have seized
two-thirds of the jobs created in the last decade And they have been
the linchpin in the shift toward services and away from manufacturing
Because a rapidly expanding labor force is a principal element in
propelling an economy onto a fast-growth track, the influx of women into
the job market may be the major reason that the U S has emerged so

2
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much healthier than other countries from the economic shocks of the

1970s " Nobel laureate Paul A Samuelson, professor of economics at

M I T, adds, "To the degree that women are getting an opportunity that

they didn't have in the past, the economy is tapping an important and

previously wasted resource "

In the 1980s women have become major players in the economic fabric of

the United States Furthermore, as the country becomes more fully

entrenched in the information economy, it is becoming clearer that, if

industrial America was a man's world, the new information economy is an

era when women's economic achievements can be showcased Thus, as we

approach the 21st Century women have a unique and very important stake

in business, bcth as owners and as employees

Between 1970 and 1985, the female labor force participation rate
increased almost 85 percent, so that women now comproa se 55 percent of

the work force -- compared with 38 percent in 1960 and only 27 percent

in 1940 The Bureau of Labor Statistics estimates that in 1995, 60

percent of women will work Slowly but surely, women's labor force

participation will move toward matching that of men, approximately 75

percent

Moreover, in the space of a --Pion, women's work patterns have

undergone a complete metamorphf .1- ht the end of the Second World War

only 10 percent of married women with chi,dren under the age of six held

jobs or were seeking them Since then mothers of preschool children

have thronged to the job market By 1985 the census had classified more

than half of these young mothers not only as participants in the work

force, but also the fastest growing segment of the labor force

Women are crowding into sectors of the work force traditionally occupied

by men From 1972 to 1985 women's share of professional jobs ii.reased

from 44 to 49 percent and their share of "management jobs" nearly

doubled -- growing from 20 to 36 percent From 1960 to 1983 the

percentage of lawyers who are women had risen from 2 to 15 and the

percentage of jobs in banking and financial management held by women had

risen from 9 to 39

A similar shift has occurred in blue-collar work From 1970 to 1984 the

number of female butchers in packinghouses had risen by more than a

third and by 1984 nearly 80 percent of new bartender jobs were going to

women

The future promises yet more blurring of traditional sex roles in the

work force In the United States currently, more women than men are

enrolled in college universities, and women are earning a steadily

rising share of all advanced degrees For example, in 1983. 45 percent

of those receiving accounting degrees, 36 percent of new lawers, 36

percent of computer science majors, and 42 percent of 1 'siness majors

were women

As women have been moving in ever increasing numbers into jobs and

professions traditionally occupied by men, the work environment has

begun to respond to women's needs and values Working women, for

3
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instance, are raising the issue of comparable worth Women's pay,
though still a long way from parity, has risen from 57 percent of men's
wages in 1973 to 64 percent in 1987 Despite this disheartening figure,
there is cause for optimism

As women prepare themselves for business, enter traditionally male
fields, and move from staff to managerial positions, the gap in pay will
continue to narrow For example, according to a study in Working Women
magazine, professional women have made steady gains, earning seventy-
five cents for each dollar a man earns, compared with only seventy-one
cents in 1983 Furthermore, women's wages, especially in secretarial
and clerical fields, will grow to reflect declining numbers of entry-
level workers -- and the increased options for women in other areas

Working women have also made maternity leave one of the major personnel
issues of the 1980s The Pregnancy Discrimination Act of 1978 requires
employers to treat pregnancy like any other disability or illness In
practice this weans that company insurance must cover the same share of
costs that would normally be paid for any illness, and that the employer
must give the nether a short disability leave The law does not require
the employer to extend the leave beyond the immediate recovery period or
to guarantee the job security of the mother if she opt for a longer
absence

Many of the nation's largest corporations, however, extend a twelve-to-
sixteen-week leave to new mothers, most guaranteeing job protection
Some of these corporations also allow paternity leaves, altnough most
companies actually frown on men who take this option Many smaller
companies extend leaves, but guarantee the mother her job or a
comparable job only if favorable business conditions prevail Most
American companies that extend leave do not give the mother any cash
benefits after the immediate recovery

Congress has introduced legislation that will close the gap between the
new diverse work force and outdated maternity leave personnel policies
that govern the workplace. The House Education and Labor Committee
November 17, 1987 approved the Family and Medical Leave Act requiring
many public and private employers to offer their workers job-protected
family and medical leaves The bill requires businesses with 50 or more
workers to grant unpaid leaves. The threshold would drop to 35 workers
after 3 years unless Congress acts affirmatively to change it

The bill, which permits an employee to car. for a newborn or newly
adopted child or a seriously ill child or parent, would be limited to 10
weeks over 2 years Medical leaves for workers who are themselves ill
or disabled would be limited to 15 weeks per year In addition,
employees would not be entitled to the leave until they had worked at a
business at least 20 hours per week for at least a year, and employers
would be permitted to deny reinstatement to the highest paid 10 percent
of their employees

Working women are also forcing corporations to become involved with
child day care Although B million children need day care, there is
space for only 2 million children in day-care centers It is predicted

4
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that the number of children needing day care will increase to 10 5

million by 1990

A positive trend in child care is the involvement of corporations
Recent figures indicate that approximately 3,000 corporations are
providing child-care assistance to their employees The assistance

takes a number of forms, including information and referral services,
cash grants, vouchers, and onsite child-care centers financed by the

corporation

Corporate involvement in child care car be expected to continue
Corporations are finding that more and more of their employees have
dependent children in need of day care, and that workers are more
productive when they are not distracted by child-care concerns A study

by Texas Women's University, for instance, revealed that a $50,000
investment in a day-care program can save $3 million in employee
turnover, training, and lost work time

The city of San Francisco has passed a novel ordinance designed to deal
',ith the child care needs of workers The ordnance requires the
builders of downtowns skyscrapers either to provide space for child care
or to pay a tax of $1 for each square foot of space in the building
The city will use the revenues generated to construct day-care centers

Paralleling the tremendous increase of women in the work.force has been
their influx into the entrepreneurial arena Woman-owned businesses are
spreading into all areas of the economy at a rapid rate, although the
heaviest concentrations are in the service areas The procurement
awards that have been made to woman-owned businesses attest to the
diversity of these businesses and the relevance of these businesses to
Government needs--operation of Government facilities, management and
professional services, training, construction, and provision of such
goods as ammunition and explosives, vehicular equipment components,
furniture, and communications equipment

In 1981, to delineate more accurately Ale characteristics of women-owned
businesses, the National Association of Women BusinesL Owners funded an
original research project aimed at identifying the nazi -i's leading
women entrepreneurs The research, conducted over a 9-moltn period,
pinpointed more than 1,700 women in the United States are running

companies that gross more than $1 million annually These women not
only own major businesses but are also actively controlling them These

women are engaged in a variety of traditional and nontraditional
businesses, including venture capital, construction, manufacturing, oil
and gas, and fitance

A more recent study, conducted by NAWBO in 1984, reveals that among the
766 women business owners surveyed in this study 25 percent had gross
annual sales of over $800 000, and 75 percent had gross annual sales of
over $80,000

5
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The study also showed that these women business owners

o Have combined total revenues of more than half of a billion
dollars a year

o Have average annual revenues of $425,000 per company

o Average 11 full-time employees, with an additional 14 part-time
or contract employees

o Are concentrated in professional services--a section of the
economy where most of the nation's jobs are now being created,
e g , as consultants, accountants, and lawyers--and in
communications, distribution, and financial services

o Include manufacturers, contractors, truckers, airport and train
operators, robotic experts, and other nontraditional women's
occupations

The Committee of 200, a national group of top woman-owned businesses,
created as an outgrowth of a NAWBO project to identity successful women
business owners, provides another sample of such businesses Membership
in the Committee of 200 requires a woman to own and have active control
over a business with annual sales in exess of $5 million dollars

These businesses include general contracting, heavy construction,
electronics distribution, industrial tool distribution, industrial
chemical distribution, steel contracting, mapping and natural resource
information, analytical chemical laboratories, petroleum refining, oil
drilling supplies, metal fabrication, manufacture of products such as
chemicals, institutional health care products, laboratory supplies, and
plumbing and lighting fixtures, and such high-tech businesses as
telecommunications and computers

In the 10 year period between 1972 and 1982, the number of businesses
owned by women jumped from less than 5 percent to over 25 percent
Today, there are an estimated 3 7 million businesses owned by women in
the country compared to 1 9 million in 1977 Currently, women are going
into business at a rate two times faster then men and are thus the
fastest growing segment of the entrepreneurial community In addition,
since the vast majority of these new female entrepreneurs enter service
businesses, their role will grow in importance as he country continues
to shift away from a manufacturing-oriented economic base to one where
service industries play an increasingly important role

Already, the indicators of this change are significant It was a women
business owners' trade association (the National Association of Women
Business Owners) which spearheaded the U S Department of Commerce's
first service-oriented trade mission to Europe, and women played a major
role in the deliberations of the 1986 White House Conference on Small
Business where they made up 36 percent of the delegates, compared to
only 12 percent in 1980
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Of equal importance, is the economic impact of women-owned businesses
Gross receipts from women-owned businesses approximated $100 billion a
year according to the 1982 U S Census study of women business owners
However, the total economic impact of these businesses far e\ceeds this
level if one takes into account the multiplier effect of these dollars
as they turn over in the economy

Using a conservative estimate that each dollar will be multiplied 2 5
times in the local economy, women-owned businesses contribute $250
billion to the national economy. Of this $250 billion, approximately
$37 billion is paid to the U S Treasury in federal taxes, and another

$13 billion is paid in local and state taxes Consequently, women

business owners represent a vital new resource for the economic future

of the country.

Women, as business owners and as employees, are having more than just an
economic impact on society. Women are "neurologically more flexible
than men," says Eli Ginzberg, "and they have had cultural permission to

be more intuitive, sensitive, feeling Their natural milieu has been
complexity, change, nuturance, affiliation, a more fluid sense of time "

As women's attributes of feminine cultural are brought into the
workplace, they are providing a much-needed balance to what has been a
predominantly male environment, and slowly but steadily they are eroding
some of the obsolete practices and prejudices that have dehumanized
work and the work environment.

Business and industry are, in fact, beginning to give serious attention
to the development of a more humanistic working environment As the

U.S. economy shifts away from smokestack production towards a greater
emphasis on services and high technology, business analysts are calling
for a more participative, people-orientated approach to managing Many

companies are adopting radically new management philosophies, style, and

structures. The predominantly hierarchical authoritarian management
style is sifting to a more consultutive one in which he actors within
the enterprise have real opportunities to have input on decisions. As

John Naisbitt has noted, "mammoth centralized institutions whose very
existence have relied upon hierarchies are being replaced by smaller,
decentralized units, linked informally with each other instead of being

clumped together."

Alvin Toffler in The Third Wave, speaks of major changes to come in
corporate structure. Future management must be able to "operate as
capably as open-door, free-flow style as in a hierarchical mode work

in organizations structured like an Egyptian pyramid as well as those
that look like a Calder mobile, with a few thin managerial strands
holding a complex set of nearly autonomous modules that move in response

to the gentlest breeze."

Moreover, Michael Fiore in The Second Industrial Divide projects an
economic system in which, "an imposing but ultimately dangerously
unstable structure of vast rigid beams and girders has been replaced by
a honeycomb of flexible production cells, not only giving resilience to
the domestic economy but facilitating its adjustment to a stronger, more
stable international order .In the more communal arrangements of work
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that become possible under flexible specialization, new social
relationships will arise, reducing the gulf between boss and worker,
encouraging the introduction of machinery that magnifies rather than
dwarfs the creativity of its user "

In the services and information era, the challenge is to build an
operating environment which encourages freedom, ferment, aggressiveness,
and innovation One that offers opportunity for great personal
satisfaction and that provides respect for all, regardless of job level
There are several ways to do this One is to push responsibility down
through the organization To pie people closest to the market or the
product more say in what goes on Another way to create this innovative
environment is to break down some of the rigid organizational lines that
have been established

Subsequently, today's managers are being trained to encourage common
goals, employee participation and cooperation Furthermore, these new
managers are expected to exhibit qualities of sensitivity and
compassion, and treat employees as valuable organizational resources,
rather than replaceable commodities

Women are exceptionally well qualified to manage in the information and
service economy Women favor cooperation over competition They prefer
to work in team structures where power and influence are shared more
across the group, as opposed to a hierarchy where power is concentrated
at the top. Women managers also tend to place strong emphasis on
developing positive relationships with co-workers. Furthermore, they
try to relate to employees in a more personal way than often is the case
in the traditional male style

Naturally, these qualities aren't ones that are observed equally in all
women -- nor are they absent in all men The key distinction is that,
as a group, women tend to exhibit these particular

leadership qualities
to a far greater degree than men The reason for this is rooted in the
basic facts of socialization.

The post-World War II era has seen sweeping demographic changes in the
work force. Women, as business owners and employees, have become new
players in the nation's industrial fabric

Furthermore, since the vast
majority of these new female entrepreneurs enter service businesses,
their role will continue to grow in importance as the country continues
to shift away from a manufacturing- oriented economic base to one where
service industries play au increasingly important role

If the United States is to meet the challenge of the changing work force
and survive and succeed in today's fiercely competitive economic
climate, policymakers and corporate America must shed outworn management
structures and practices and make fresh use of both people and
technology. As Richard C Cerstenberg, former C.N Chairman stated,
"The business that fails in the years ahead will be the one that fails
to understand how it is related to the society around it " One might
also add that the business will also fail if it does not organize itself
internally to make best use of its human resources

8
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WOMEN-OWNED BUSINESSES IN FEDERAL PROCUREMENTS

The Federal Government is the largest purchaser of goods and services in
the United states, representing over $200 billion in purchases annually
Even though women are playing an increasingly important role in the economy
of the United States through the ownership of businesses, they receive only
six-tenths of 1 percent of all government purchases over $10,000

The procurement awards that have heen made to women-owned businesses attest
to the diversity of these businesses and the relevance of these businesses
to Government needs--operation of Government facilities, management and
professional services, training construction, and provision of such

goods as ammunition and explosives, vehicular equipment components,
furniture, and communications equipment Women own 25 percent of all small

businesses in the United States, and with women going into business at a
faster rate than men, this disproportionate share of procurement dollars is

especially distressing

The limited access of woman-owned businesses to Federal procurements
represents a loss of excellent resources to the Government and a severe
impediment to the viability of the female entrepreneur and business owner

It is in the best interest of the nation's economy to support women
business owners as an evolving entrepreneurial sector Federal policy must

create a climate that supports women-owned businesses

An analysis of this situation, however, reveals that discrimination and the
absence of strong federal initiates to establish a greater commitment to
women-owned businesses are at the heart of the problem Consider the

following example A Washington Star article (September 1980) reported that
Karen Haste Williams, then administrator of the Office of Federal
Procurement Policy, was told by the head of procurement at the Department
of Defense that doing business with a women-owned business was,
essentially, a threat to the nation's security Robert Trimble, then
acting deputy undersecretary for acquisition policy and author of the
letter, wrote, "providing for the countr:'s defense is our primary

mission As indicated above, I have reached the conclusion that the
continued imposition of social programs on the procurement process is
adversely affecting our ability to fulfill this objective " "Never mind,

the Star reported, "that a good 30 percent of Defense's multi-billion
dollar procurement budget goes for such things as uniforms, food, laundry
and dry-cleaning equipment, liquor, draperies, musical instruments,
textiles, signs and advertising displays, toiletry articles, catering

service and the like "

For over 10 years, the Federal Government has verbally encouraged full
participation of woman-owned businesses in the procurement process For

the most part, however, this encouragement has remained at the level of lip
service, because the spirit and mechanisms to implement this policy have

been lacking No preferential contracting programs have been established

for woman-owned businesse ,
and all initiatives to date have been largely

ineffective-, with the ror.AIL-Ala-tthe Federal Government has been
essentially a closed market to woman-owned businesses
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Newly established woman-owned firms encounter many barriers when competing
for Federal procurements As with any new business, these firms are
unfamiliar with the procurement process and how to work within it, lack
effective contacts in agencies, and do not have a track record to
facilitate favorable contract award decisions Moreover, woman-owned
businesses often do not possess the financial stability to withstand the
extended procurement award cycle (often 12 to 18 months), and, once a
contract is awarded, must cope with the cash Clow implications of doing
business within a system where payment often lags significantly behind
incurring costs to provide goods and services

Further, financing costs
are not recoverable under Government procurement regulations

No special set-aside programs exist specifically for woman-owned businesses
that would enable these businesses to get their "foot in the door " One
study, reported in the Small Business Administration's Selected Abstracts
of Completed Reaearch_Studies reported that procurement personnel resist
set-asides to small businesses because of a general belief that "social
o5jectives should not be achieved through the procurement process " Yet,
experts say that women who operate businesses which are eligible for
government contracts are prevented from obtaining the contracts by the
general attitude of agency personnel, and

that "arbitrariness" is often
involved in the granting of government contracts Several small businesses
who were interviewed revealed that "the most important factor limiting
bidding on contracts was that some organizations have an inside track," a
track women obviously do not have.

Available information on how to sell to the Government is often
overwhelming to the uninitiated Further, the information available gives
little insight into the realities to the Federal procurement process,
namely how to develop technical and cost strategies, where to find
background necessary to prepare a bid or proposal, and how to negotiate
contract terms

In addition to these problems faced by
businesses entering the Federal

procurement market, woman-owned businesses face sociological barriers in
the form of persistent misconceptions and biases These barriers have been
verified time and time again by studies examining the role of woman-owned
businesses in Government procurement For example, the 1975 report of theU S Civil Rights Commission on "Minorities and Women as Government
Contractors" states "Woman-owned businesses are hampered in the
procurement process by the un.vailability of information and biases built
into the procurement system " Hearings before the Senile, Select Committee
on Small Business in Februaey 1976 created an official record of the
discrimination encountered by women business owners under the prevailing
credit and procurement systems In 1978, the President's Interagency TaskForce on Women Business Owners reported

"women-owned businesses receive a
very small share of the federal procurement dollar and may be experiencing
discrimination in their efforts to do business with the Government " In a
National Association of Women Business Owners (NAWBO) survey, members
reported numerous examples of bias and sex-based discrimination that they
have experienced as women business owners from Government program and
contracting officials Examples reported by NAWBO membe s include

2
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o Contracting officials have labeled women as emotional during contract
negotiation when the women have been tough negotiators and have
dismissed their contracting concerns as "just another complaint,

not to be taken seriously " Some NAWBO members have found the
problem sufficiently serious to hire men to handle their

company's contract negotiations

o Technical review committees questioning the ability of a woman to do

the job

o Program and contracting staff questioning the ability of a woman to

manage money and handle numbers

o Women in nontraditional occupations being questioned as to the
appropriateness of their position and their ability to do a "men's

job "

Despite these subtle biases and open forms of discrimination that
woman-owned businesses face, there are successful woman business owners in

America For instance, in 1979 a Maryland NAWBO member started a
biomedical research planning company Despite a lagging economy, in its
first 10 mouths of operations, the company racked up $1 25 million in
revenues from federal contracts and increased its numbers of employees from

15 to 45. This was accomplished by submitting 13 proposals for government
consideration and winning every contract Today, the company is one of the
fastest growing health communications and biomedical research films in the

United States, offering integrated multidisciplinary health sciences
support in biochemistry, behavioral psychology, chemistry, and biology, to
name a few area, with on-staff Ph Ds, scientists, nurses, and experts in
health education and public health The company employs over 150 staff and
has projected sales of $7 million for 1988

One way a small, woman-owned business could gain experience in Federal
contracting would be to subcontract with a large business Subcontracting
with larger, more experienced firms could facilitate efforts by these
entry-level woman-owned businesses in overcoming some of the barriers and
in developing the track record and contracts necessary for success in the
procurement process. However, procurement plans required by Public Law
95-507 for utilizing small and minority-owned businesses as subcontractors
are not legally required to utilize woman-owned businesses The only
procurement requirement for prime contractors to develop plans utilizing
woman-owned businesses is contained in the Federal Acquisition Regulations,
which requires prime contractors to develop plans for subcontracting with

woman-owned firms.

Even when agency-set goals for awards to woman-owned businesses are
established, OVvernmmec officials lack the tools4WWWWWWWIIMR10.teplesent
the policies' With the exception of the 8(4 program through which some
"socially and economically disa6/antaged" woman-owned businesses may
participate, there are no procurement meehanisms implies to directly
increase the amber of awards node to woman-owned businesses Further,

there are no incentives or accountability for contracting officers to take
actions to meet agency goals for contracting with woman-owned buai

3
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NAWBO is committed to facilitate the movement of women business owners into
the mainstream of the Federal procurement market NAWBO, in conjunction
with the U S Department of Commerce, sponsored MECAMARKETPLACE I and II
MEGAMARKETPLACE gave women business owners an opportunity to meet with
procurement officials from federal, state, and local governments, as well
as with prime contractors This opportunity increased the - isability of
women-owned companies among federal, state, local, and private contractors

NAWBO also used the 1986 White House Conference on Small Business as a
vehicle to get the issue of procurement in the forefront of public policy
debate As a follow-up to the conference, NAWBO is working with numerous
trade associations, including the Professional Services Council, National
Small Business United, the U S Chamber of Commerce, the Small Business
Legislative Council, and the National Federation of Independent Business to
implement the procurement recommenda,ions that emerged from the
Conferenc

The barriers that now exist for women business owners and potential
entrepreneurs will not be eliminated overnight Probably the most
important statement that could be articulated is one that Margaret Heckler,
former Secretary of Health and Human Services, made when she testified at
hearings on the status of women's business enterprises in 1980 "The
burden falls equally on both the public and private sector, but nothing
will happen in the private sector unless the government takes the lead

As the Washington Star articles mentioned above stated, The bright glow
which surrounded the Carter administration's much-heralded
women-in-business program has long since faded " It is telling that most
of the problems outlined in that administration's report The Bottom Line
Uneaual Enterprise In America released in June 1977 remain

However, the recent federal, congressional and political party interest in
women entrepreneurs is encouraging This activity by the parties indicates
that Washington policymakers are finally becoming aware of the enormous
contribution of women-owned businesses to long-term economic growth,
particularly to job creation

88-199 0 88 7
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ACCESS TO COMMERCIAL CREDIT

Access to credit as a means of obtaining necessary financing fo,
start-up cots and business growth has been reported as a major problem
faced by small businesses throughout the United States The inability
to obtain commercial credit is especially problematic for young
businesses which have not established a financial track record and have
not accumulated sufficient assets to qualify for the business financing
they need under traditional bank evaluation procedures Businesses in
the service sector no matter how promising, often face particular
difficulty in obtaining commercial credit because usually they possess
few tangible assets to which a bank could look for collateral

Women are starting their own businesses at a rate two times greater
than men, and are therefore the fastest growing segment within the
small business community 1 Women-owned businesses are overwhelmingly
in the service sector of the economy Accordingly, the difficulty of
obtaining credit for a small, service- oriented business has a
disproportionate impact upon women

In addition, systemic discrimination places the average American woman
at a disadvantage in competing for capital for her enterprise A
woman's traditional position in the work force has limited not only her
management experience, but also her income and the amount of collateral
she has bean able to amass The problem i5 even more serious for
minority and divorced women.

Moreover, co-mingled family funds, weak credit histories, and limited
experience in the male business community all impact on a woman's
ability to compete equally in raising capital. It is these five "C's
of credit" (collateral, capacity to pay back, character, credit, credit
experience, and communications of capital needs) which are used to
judge loan applicants

Even if de facto sex discrimination did not exist (and most women
busine.a owners maintain that it does), the average American woman
comes to the /inertial negotiating table with a weaker hand thc.i her
male counterpart. Not only have her earnings been substantially less
than men, but she has less experience in the financial system

The severity of this problem and its impact on business growth has been
illustrated by two recent studies one of Michigan business women, and
the other of women business owners in Philadelphia

The Michigan study surveyed 3,500 women and received responses from 17%
(621) This survey showed that while 69% of these women business
owners had approached banks and lending institutions, only l'i of the
capital used to start their ent.rprises had come from len_!ers, with
over 70% coming from savings and earnings, and another 15% from
friends, relatives and private investors
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This self-reliance on their own earning and sayings, despite the
traditionally low earning power of women in the work force, iesuLted
80% of the businesses being capitalized at under $20,000 Only 5% of
the women in the survey started their businesses with more than
$75,000

Most important ovet half (52%) of these Michigan business owners were
operating without a bank loan of any kind Yet, these wele not new
businesses Only 8% of the survey respondents had been in business for
less than two years Sixty four percent had been in existence for at
least five years, with 32% of these being over tei, years old In terms
of size, 41% of the respondents indicated that their businesses grossed
over $100,000 a year. and 54% employed over four full-time and
part-time employees, in addition to themselves Almost one fourth
(23%) employed over ten such employees

These Michigan businesses were not part-time ventures or home-based
enterprises with no plans for expansion The survey showed that 86, of
the respondents operated full-time ventures ant that 80% leased or
owned space Most Important, from an economic development
perspective, was the fact that almost half (47%) were considering
expanding in 1987

The information learned from questions regarding collateral in the
Michigan study highlight the problems women have in accessing
traditional sources of capital, particularly in states where the
banking institutions are heavily oriented to asset-based lending Of
the 48% who had bank loans, the business owner's plant and equipment
was the frequently mt xioned (47t) source of collateral, followed by
there house or car (31%), and business-owned receivables (30%) In
teems of the level of collateral iequired, the majority (75%) indicated
that the collateral required was equal to or greater than the amount of
the loan, with thirty-six percent indicating collateral requirements
greater than the loan amount

Of those, 42% indicated that the collateral was higher than 200% of the
loan amount Fifteen percent indicated having to collateralize their
loans at a level that was greater than 500% of the amount of the
loan 2

A recent Philadelphia survey of 650 women business owners, to which 150
responded, sheds additional light on the degree to which women are
bootstrapping themselves into the market place The women in this
survey represented more recent business owners with 50% in operation
for less than four years It illustrates, however, the level ,t which
women are outside of the traditional capital markets

The initial start-up costs for 57% of the respondents were less than
$5,000 While this low level of capital may be due to the many

2
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professional services and home-based businesse- in tne sample, other
studies confirm the phenomenon that women tend to start businesses with
smaller amounts of capital than men, regardless of professional and/oy

home-based status This initial use of small amounts of start-up
capital may inhibit the ability of these women to take advantage of
expansion opportunities as they become available

Most of the Philadelphia women, regardless of business type, received a
significant amount of their start-up s sport from personal sources
Vary few women receives' start-up money from secondary sources (business
colleagues, inheritance, stock/bond sales, or a second mortgage) or
institutional. sources (banks, government agencies, oi personal finance

companies) Those percentages were 11% and 14%, respectiv'ly

Most importantly, a significant percentage (64%) of women did not seek

information about securing a bank start-up loan In other words, they

opted out of the process without exploring the possibility of securing

outside financing Their reasons included thinking that they could not

get a loan, not knowing the procedure to follow, and having enough

money from other sources

In addition, those Philadelphia women who were married had a better
incidence of getting expansion loans (since their husbands could
co-sign), then those who were unmarried 3

These current studies echo earlier findings In June. 1983, President

Reagan established an Advisory Committee on Women's Business Ownership
The Advisory Committee conduced a written survey of women business
owners and convened five public hearings in various areas of the

country One of the Committee's key findings was that "there are,
unequivocally, barriers unique to women business owners today which

place them at a serious disadvantage " The Committee contributed women
business owners' problems with access to commercial credit to

o A "hobby mindset" of some lenders which leads them to believe a
woman's business is truly an avocation, and not a serious

business enterprise

o Women are not always aware of their rights under the equal

access to credit laws There are inconsistent enforcement of

lending laws

o Women may not be aware of the likeliest source of capital
or of how to make the most effective loan presentation
and financial projecenns

o Often service industries find it hard to obtain financing
because it is difficu.t to collateralize staff and services

3



191

o Women are not always as aggressive as men in seeking
alternative financing when denied credit by a bank Men demand
explanations and keep searching for a source that will fund
them

o The "experience factor may be missing " Women may know
their area of expertise but may lack business/management
skills

Unfortunately, the public sector has done very little to overcome these
barriers

In The Annual Report to the President (June 1980), the Interagency
Committee on Women's Business Enterprise stated, "The most formidable
barrier to women's efforts to establish businesses of their own
continues to be lack of access to traditional source of credit and
capital. Banks have been slow to perceive women as a profitable target
market Because of their low income status relative to men, credit
worthiness is often difficult for women to establish when standard
measures such as collateral and income form the basis for judging The
very small size of many women's enterprises both in receipts as well as
number of employees hinders their ability to focus on expansion "

Realizing these problems, the Small Business Administration initiated a
mini-loan program exclusively for women entrepreneurs in late 1979
The SBA program, designed to assist women whose capital needs for
starting or expanding a business were $20,000 or less, received 150,000
requests for mini-loan information almost immediately During the
first six months of FY 1980, the SBA approved almost 900 loans for 13 9
million--with roughly half granted to existing women-owned businesses
and half to new businesses

Unfortunately, this successful program was discontinued in the early
years of the Reagan Administration Women-owned businesses and women
entrepreneurs must once again compete w 'h larger, well-established and
usually male-owned business for credit from conservative lending
institutions

The 1978 Presidential Inteiagency Task Force on Women Business Owners
found that women seeking capital from financial institutions have faced
problems "over and above those normally faced by any new or small
business person" and have encountered "subtle discrimination " It
based these findings in part on an American Management Association
survey in which a majority of women believed that inability to obtain
adequate financing is a significant and special problem for women
business owners Many women, according t, the study, found obstacles
disappearing and borrowing becoming suddenly possible when they
approached the banking environment with support or assistance from
their spouse, family members, or male friends

The Equal Credit Opportunity Act of 1974 (ECOA) should have eradicated
barriers that have adversely affected the ability of women-owned
businesses to secure business credit, but unfortunately it did not
Although the Act requires financial credit institutions to make credit

4
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available equally to all credit-worthy customers without regard to sex
or martial status, many of its provisions have been interpreted not to
apply to business transactions

The Equal Credit Opportunity Act prohibits discrimination in lending on
,he basis of race, color, national origin, sex, martial status, age,
the receipt of public assistance or the exercise of rights under the
Consumer Credit Protection Act It applies to both consumer and
commercial credit

In implementing the ECOA, the Federal Reserve Board adopted Regulation
B, specifying various anti-discrimination safeguards applicable to all
types of credit transactions Ordinarily, creditors must (1) furnish
credit applicants with written notice where credit is denied or other
adverse action is taken, and provide either a statement of specific
reasons for the action taken or inform applicants of their right to
request such a statement, and (2) automatically retain records of the
credit application and evaluation for 25 months Regulation B also
prohibits a creditor from requesting information on the marital status
of the applicant

However, the Federal Reserve Board also included in Regulation B a
so-called "business credit exemption" which removes the safeguards
described above in the context of commercial credit transactions,
despite the apparent intention of the ECOA that its safeguards apply to
all credit transactions Thus, the so-called "business credit
exemption" in Regulation P. has the effect of shifting the burden of
ensuring non-discrimination from banks to some of the people the ECOA
was enacted to protect -- women and minority business owners
Consequently, with respect to commercial credit applicants, creditors
may inquire into the borrower's martail status, need not supply any
notification of reasons for adverse actions unless requested by the
borrower within 30 days of notice of denial, and need not retain credit
files for 25 months unless specifically requested to do so in writing
by the Applicant within 90 days of the adverse action Most
importantly, creditors are not required to notify commercial credit
applicants that they have the right to request both a written statement
of reasons for action taken and the retention of their credit files

These exemptions from the otherwise applicable provisions of Regulation
B permit sex-based discrimination against women business owners and
appear contrary to congressional intent Commenting on the Board's
power to grant exemptions from the Act, the Senate Committee on
Banking, Housing, and Urban Affairs wrote

The Board would have to make an express finding that
there was no evidence or likelihood of discrimination
in that class of transactions, nor would the potential
for discrimination be greater if the Board were to exempt that
ciss of transactions from compliance with one or
more provisions of the Act The committee intends to indicate to
the Board that it should not grant broad exemptions

5
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Similar language appears in the Conference Report on the 1976
Amendments to the Act (Conference Report S 685, 94th Cong 2nd Sess
(1976))

As reasons for adopting the business credit exemption, the Federal
Reserve Board stated that the business loan application process was
more extensive than that of consumer loans, and that borrowers would
learn the reasons for denial of their application during negotiations
and exchanges in the application process Moreover, the Board stated
that commercial borrowers are more sophisticated and don't need
extensive explanations The Board also stated that creditors would
learn if the marital status of borrowors anyway when negotiating the
loan rpplication, thereby alleviating the need for a prohibition of
marital status inquiries Finally, the Board said that the cost of
retaining voluminous business records was significant and the Board
was unwilling to impose this cost on banks

As the courts have recognized in the employment context, discrimination
is often subtle and hard to detect and prove Exempting business
credit transactions from the requirements of the Act hampers the
ability of enforcement agencies and women entrepreneurs to detect
illegal discrimination, eliminates incentives for financial
institutions to monitor their own practices, and makes it impossible
for public policymakers to know whether they need to address
discriminatory practices or other types of barriers LI full access to
credit The rapid growth of women-owned businesses, and the evidence
that their problems with financing continue, make action on this issue
vitally important

To ensure that applicants for business credit receive the protections
intended by the Equal Credit Opportunity Act, Representatives
John LaFalce and Lindy Boggs in April 1987 introduced H R 1987 This
bill permits the exemption of business loans from the broad scope of
the ECOA and Regulation B only if the Board holds a formal hearing and
finds that the application of the ECOA or particular provisions
thereunder to particular classes of business transactions is not
necessary to promote equal credit opportunities

6
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1 Report of the President's Advisory Committee on Women's Business
Ownership

2 Source Michigan Women-Owned Business Survey by Michigan Woman
Magazine and Touche Ross, April. 1987

3 The Hub Program For Women's Enternrise. A survey of Philadelphia
Women's Business owner by Dr Amy Lyman, Warton Center for
Applied Research, University of Pennsylvania, April, 28, 1987
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STATEMENT OF MARY FARRAR
April 26, 1988

Good morning Mr. Chairman and members of the committee. It is both an honer

and a pleasure to be here trxley.

My name is Mary Farrar. I am the owner of Systems Erectors, Inc., in Kansas

City. I just finished my sectnd term as national chairman of my trade association,

the Independent Erector Division of the Systems Builders Association and also

as an excutive committee member of the Systems Builders. (I am the only women to

have ever held office in the association.) I am a founding member of the Committee

of 200. I'm married, have five adult children and we are expecting grandchild

nine and ten this year. I am the oldest of six children, I grew up in Kansas City,

the product of a very middle working class family. My father was a conductor for

the Santa Fe railroad and my mother was a school teacher who didn't earn her degree

until middle age (all my children attended her college graduation). I married six

months after high school and except for a clerical job before we had children and

some part time (evenings when my husband was hame with the children) work for a

neighborhood tax accountant, I was a homemaker until 1972.

In September of 1972, with visions of college expenses for five children loan-

ing before my eyes, I went to work for a construction company that was in its infancy.

I was there in time to prepare the second weekly payroll. The cOmpany did both

general construction and steel erection. Tie company grew and I gained knowledge

in all phases of the operation. I learned to estimate and bid work. I learned

field management and scheduling. But my main job description was still office man-

ager and in that position I had full responsibility for the financial management of

the company. One of the most Important lessons I learned during my six years with

the company was that my boss would teach sin anything I was willing to take time and

effort to learn and then he could spend mare and more tine away fram the business.

Because or my total involvement, I Moped to eventually become a part owner of the
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ccucuny. After being refused the right to buy into the ccmpany, I left in 1978

VD launch my own ccmpany.

I had no formal training in either business or canstructicn. But I did have

six years of an- the -job training, the magnificent sum of 8500.00, lots of energy

and determinaticr, the support of my husband, Jim and most importantly a contract

VD build three warehouse building fran a local general contractor.

Systems Erectors, Inc. provides labor and equipment to erect structural steel,

precast concrete and pre-engineered building systems for the low -rise commercial,

industrial and warehouse markets. Besides my office manager, Kerry Cox (who is

also my youngest daughter) and myself, we have no other emp:oyees except union

ircrlorkers and hoisting engineers.

Because I had no money to finance my operation and I knew I didn't have a bank-

able deal (a NCIVW trying to start a union steel erection cap any with $500.00 to

her name), that first contract became all important. The general ccntractor agreed

to allcw re to draw against that contract weekly, whatever amount my payroll and pay-

roll taxes cane to. A typical ccnstructicn contract calls for monthly draws, billed

at the end of the month, but usually not paid until fifteen to thirty days Later.

Thus, you are making payrolls forty five to sixty days before you collect any money.

A labor intense ccmpany such as mine would need substantial capital just to exist.

So I had a real sweetheart of a deal. I nede a small profit a that first project

which then allowed ne to bid more wick. We ended up in 1979, cur first full year

of operation, with billings of over $1,000,000.00. Nod, ten years, millicos of

dollars in billings all millicns of square feet of buildings later, I've really

learned some lesscns.

I didn't kncw it at the time, but ncw that I've had several years to learn,

there is not nuch access to ccrizercial credit for a warren in business. It became

very obvious to ne because as Mary Farrar I have always had to fight for expensicr

capital and I feel if it hadn't been for that ImIr company cculd be two to three times

as big as it is today. We have became well kncun for quality co-time, cn-budget
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work, but often have had to decline to bid projects because cf lack of capital or

bonding capaoilities.

But during a seveze construction downturn in our area in 1981, my brother

who is a civil engineer and I started a general construction company, because our

respective companies didn't have any work, to make work fox ourselves. The first

bank I went to, gave me enough money to build a 'spec' office - warehouse building

,ii a time when nothing was happening in Kansas City. We didn't have a prayer of

finding a buyer for that building. To ,his day, I think the only reason I got the

money was because I now had a man for a partner.

Banks should be required to publish their loan making policies for commercial

loans and also they should not be allowed to deny credit without giving the exact

reasons for denial. I have had tines when I couldn't even get a bank to look at a

deal or my track record. But they always seen to look at who is bringing the deal.

The Federal Government is the largest purchaser of goods and services. I have

filled out alot of vendor information forms and attended alot of seminars on "How

To Do Business With The Federal Government", yet I ha,,e never gotten one contract

fran them in ten years. The vendor information forms always have a box to check if

you are a certified Women Business Enterprise, which would indicate there might lie

SOW preferential programs for women in the procurement procedures. But are thee?

I don't think so. If less than 111 of all government contracts over $10,000.00 go

to wain -aned businesses, we sure need sate help to break into the system. Also

the vendor information forms always have places to fill out exactly what your pro-

duct or service is and define your geographic trade area, yet if I get a request for

quotation fran sate department of the Federal Government, it will be to build a

dam in Illinois. Not my line of work or trade area.

If all companies who are qualified to perform the work are not being notified

of particular nrojects in a given area, then good companies may be overlooked in
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the bidding process. Consequently, Government may not get the best prices

for their purchases. And it certainly doesn't help the small contractor, who,

often runs a much leaner operation and can price accordingly.

Thanks to my association with the Commattee of 200, I've learned tivA I'm

not alone in my frIstrataon. Just as a note of explanation, the Carmittee of 200

is a national organ,.zation of hisinesswanen who are leaders and risktakers in their

industries. Our mission is to:

1. Recognize women for their successful entrepreneurship and business
leadership.

2. =nccurage active involvement in business, econanic, social, political
and educational issues.

3. Provide a forum for mutial support and exchange of lidea,

4. Inspire success by serving as role models for women in business.

Almost all women, even time with very large (over 50 million dollar) comr

panies, share the same problem,: lack of credibility in the marketplace, lack

of access to credit and lack of Federal Government produrenent opportunities.

If both the public and private sector could work toward assisting women Who

have the drive and entrepreneurial spirit, achieve their goals, our economy would

benefit all the more. In most cases, small businesses provide more nevijObs and

pay (as a percentage of income) more taxes than large corporations

In 1978, in the field I chose, I was definitely a trail blazer. But I lock

back and I don't see any women coming behind me. What is stopping them? What

barriers are keeping them from following me? Are they unable to raise the necessary

capital? Was I able to do it only because of my initial 'deal'? Are there ways

we can help those who just don't happen to be lucky enough to find that first 'deal'?

In conclusion, I would like to remind you that there Is ,othing special about

Mary Farrar. I had no family mnmbers to model after, little formal education, no

1br
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tusiness training, no money, no genius. I did have a whole lot of roadblocks

and barriers. I' I've been able to do what I'we done despite the odds, think

what it would mean to the economy if we could rernow some of the barriers women

are confronted with an a dai'v basis. I'm certain there are many more Mary

Farrars out there.

Thank you for allowing me to testify. I welcome any questions concerning

my statement.
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TESTIMONY OF LILLIAN H. LINCOLN
NOUSE SMALL BUSINESS COMMITTEE

BEARINGS ON WOMEN'S BUSINESS ISSUES
APRIL 26TH, 1988

Mr. Chairman and members of t.a Committee, My name is Lillian

Lincoln. I am the founder and °wilier of Centennial One, Inc., a

building maintenance service compe:y currently grossing around Sa

million in revenue and employing 800 people.

As I testify today, I am strongly reminded of the climate in

1976 wben I first entered the business arena. There was talk

then of much support and encouragement to women and minorities to

start up businesses, to take risks and actively compete on the

open market. The political environment was supportive, and I

received lots of back-up from friends, business associates and

family.

So, in December of 1975 I organized my company. I invested

$4,000 of my own dollars, employed a few people and began to go

after government contracts.

I bad been advised to apply for an 8A approval but when I

applied in early 1976 1 was turned down. The SBA stated it

couldn't provide enough contracts for my business. Undaunted, I

reapplied, this time including names, addresses and telephone
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numbers of agencies who had already indicated a willingness to

buy my services. In October of 1976 Centennial One, Inc.. eon,

under the dA Set-Aside program, its first contract from the U.S.

Department of Agriculture in Beltsville, Maryland. The award was

for 4150,000 and I employed twenty part-time individuals.

I continued to do my own marketing, controlling the growth of

my company. We won more government and county contracts in

addition to establishing a small core of private clients. The

ratio was about 701 public sector to 301 private sector.

As my company grew I needed, of course, greater access to

capital. I did not turn to the sBA for loans because I had a

unique relationship with a local bank president who had

pr ously been my permonal banker and who believed in me. I

have no doubt that it is because of my personal relationship with

this individual that I never experienced any problem with

credit. In 1976, using accounts receivable as collateral, I was

given 412,000 line of credit. Today, we have a half-million

dollar line of credit and unlimited bonding capacity.

My personal story is an unusual one when it comes to credit.

I am aware that for many women access to .apital is one of the

major obstacles.

- 2 -
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In 1982 I was given a fixed number of years in the BA program

under the new guidelines. I asked for, but was denied a one-year

extension. In 14)35 1 was notified of immediate graduation from

the Program. At the time of graduation I had about $5 million

dollars in contracts under BA and about $2 'million in contracts

from the private sector. Clearly my business was in danger of

not surviving the graduation. Between January and March, 1986

Centennial One, Inc. did lose about $5 million in sales and the

company would have gone bankrupt if a strong marketing program

had not been previously implemented.

Others with less foresight than I have seen their companies

collapse upon graduation from the BA program. Clearly there is

need for impiovement in the a)rocedure for supporting small

business during this critical transition period. Many women

owned and minority businesses are unable to persevere through

such financial hardship, which makes government contracting an

extremely difficult market in which to build and grow their

businesses.

My company pulled through, prevailed and through aggressive

marketing reversed its client base to about 90% private sector

and 10% public sector.

It was when I hired my first upper management white salesman

that I was confronted with the realities of sex race

- 3 -
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discriminst.on in the marketplace. Clients were subtle in

dealing directly with me but through him it became obvious that

people were dubious about doing business with a black female.

Now, with twelve years and a fine track record behind me, I

am taken seriously, but it wasn't always so. Credibility

continues to be an issue with women in business. Clients,

suppliers, and fiorncial backers are slow to believe in a

business plan if it is submitted by a woman. She still has to

prove herself and pass a more difficult test than her male

counterpart. 1, for example, am loaded with credentials: I bold

a Bachelors Degree from Howard University in Business

Administration and I was the first black woman to receive an MBA

from the Harvard Graduate School of Business in 1969. In 1981,

based on a recommendation by my former employer, I was selected

Small Business Person of the Year in Maryland. I truly value

that award.

In closing Mr. Chairman and members of the Committee, I would

like to thank you for inviting me to testify today. I hope that

my story will help support legislation to assure adequate and

fait credit for women and open up avenues of increased

procurement for female entrepreneurs, I particularly would urge

you to do all that you can to make the odds better for successful

women-owned businesses.

- 4 -
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STATEMENT OF KATHRYN KEELEY

The Women's Economic Development Corporation is a 4 1/2 year old

non-profit that was started to help women achieve economic

self-sufficiency through the start-up and operation of a

successful small business. WEDCO targets unemployed and

underemployed women who have a business idea that could produce

sufficient income to support themselves and their families. Our

work is primarily within the Twin Cities Area with some work in

rural parts of Minnesota. During the last 4 1/2 years WEDCO has

assisted over 3,500 women, approximately 1/2 of those women were

convinced that theft business idea was not economically feasible

and they chose not to pursue their business. WEDCO assisted 650

businesses to start and expanded another 380 businesses with 92%

still in business 3 years later. The remainder of the clients

were existing business that were experiencing some difficu ty

and WEDCO assisted in problem solving and stabilizing or closing

the business.

WEDCO operates a 1.2 million dollar loan fund that finances

women owned businesses. The organization also maintains a

strong working relationship with a number of local financial

institutions. WEDCO has an ongoing working relationship with

the First Banks in Minnesota which agreed to provide loans at

market rates but negotiate collateral and equity.

- 1 -



206

WEDCO uses its loan fund as last resort financing for those

individuals who do not have the credit history, collateral or

appropriate business idea for bank financing. Our applicants

must have been denied by a bank and exhausted all other

possibilities of financing before WEDCO will review the

application. We further require that the individual work with

our organization to produce a business plan, cash flow

projections for two years and agree to ongoing technical

assistance during the term of the loan. WEDCO forms a working

relationship with the applicant which in fact becomes our

collateral over the life of the loan.

Over the last four years, WEDCO has made over 110 direct loans

to women owned businesses. WEDCO averages three new clients

every day of the year. These women are starting a business for

primarily economic reasons. Over 60% of the women we have

assisted are single head of household. These women have family

incomes below $15,000 and are interested in achieving the

economic means to support their families. Most women have

developed their product or service to the point it would be

considered a skill and need assistance with the business.

- 2 -
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Women face significant barriers in starting a business. The

most difficult is obtaining capital. At every point in the

spectrum from debt to equity women face an impossible task.

Most women do not possess the personal assets to qualify for

bank loans. They are not part of the equity network for

investments and few have family and friends to invest dollars in

their business. Remember only 6% of the employed women in this

country make more than $25,000. The majority of us are employed

in low paying occupations that provide few opportunities to

accumulate capital and save dollars to invest in businesses.

Women who want to expand a business experience the difficult

challenge of raising private equity capital. We are not part of

the networks and again women's networks do not lead to this type

of investment.

Finally, women are stereotyped as part-time business owners who

are starting a business for "fun". Women are viewed as starting

"cute boutiques" that will entertain us. Frankly, this is far

from the truth. Our statistics indicate quite the opposite.

Women are starting businesses f.Dr. economic reasons and need to

be treated as business owrers.

- 3 -
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WEDCO has a successful track record for a number of reasons. We

do not believe that you can put an entrepreneur in a classroom

and teach them for 16 weeks and expect them to be a business

owner. We believe that a hands-on, experiential, task oriented

planning process is needed for each individual to assess the

economic viability of their idea. We are as strong about

preventing failures as we are about encouraging success. We

utilize self-screenIng which puts the responsibility on the

business owner to pIrsue their idea. WEDCO does not believe in

picking the winners and losers in the market place but rather

giving the information tools and a homework process to the woman

for her to make her own decision. We are looking for women who

have a passion, skill and expertise, good problem solving skills

and the willingness to follow through. We think these

Ingredients make a successful business owner and have designed a

process that allows these skills and attributes to surface.

WEDCO represents a model for women's economic development

programs that combines technical assistance, individual

consulting and financing. We sit on both sides of the table in

that we work with the individual from the idea stage to the

planning stage to the financing and operation of the business.

We provide ongoing assistance throughout the life of the loan

and not Just during the initial start-up stages.

- 4 -
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WEDCO's funding is from private sources such as foundations and

corporations with an annual budget of approximately $600,000.

We must raise this each year in new contributions and grants.

As of yet, government has been unresponsive in funding

organizations such as WEDCO. We do not neatly fit into

categories of human services, economic development or jobs and

training. We combine all three and thus overlap several

different organizational programs within state and local

government.

WEDCO is a model that works, having an important impact

particularly with low income women in providing them

opportunities and choices. We are building new role models and

seeding the economy with new experiences. We believe our

outcomes are multiple and need to be evaluated from the

perspective of the long haul. The country is hungry for quick

fix models to end poverty, create jobs and successful businesses

and transform welfare recipients into tax payers. There are no

quick fixes to solving poverty. Creating jobs and economic

change requires time as much as money. We must use a longer

time frame and provide opportunities to the economically

disadvantaged. They will then be better able to pursue their

own ideas and develop their own opportunities.

Thank you.

- 5 -
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STATEMENT OF THE HONORABLE JOSEPH M. MCDADE,

RANKING MINORITY MEMBER, COMMITTEE ON SMALL BUSINESS

HEARING ON WOMEN IN BUSINESS

APRIL 27, 1988

MR. CHAIRMAN, I WANT TO COMMEND YOU FOR HOLDING THIS SERIES

OF HEARINGS TO EXPLORE ONE OF AMERICA'S GREATEST ASSETS: WOMEN

IN BUSINESS. SINCE WORLD WAR II, EVER INCREASING NUMBERS OF

WOMEN HAVE JOINED THE WORK FORCE. THAT TREND HAS CONTINUED IN

RECENT YEARS WHILE A NEW TREND HAS EMERGED AS WOMEN HAVE BECOME

ENTREPRENEURS AND BUSINESS OWNERS. MR. CHAIRMAN, THESE HEARINGS

WILL NOT ONLY GIVE GREATER RECOGNITION TO THE IMPORTANT ROLE

WOMEN HAVE IN OUR ECONOMY, BUT THEY WILL ALSO FOCUS ATTENTION ON

SOME OF THE PROBLEMS THAT CONFRONT THEM. I LOOK FORWARD TO THE

TESTIMONY WE WILL HAVE THE PLEASURE TO HEAR.

2 1 j
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The Honorable John J. LaFalce
Chairman
Committee on Small Business
2361 Rayburn

Dear Johns

I commend you for the bearings you are holding to look at the
role of women-owned business enterprises in our economy.

I am particularly interested in your hearing tomorrow to look at
government procurement from women-owned business enterprises. I
appreciate your invitation to testify, but unfortunately have
prior commitments I am unable to change. I hope you will accpet
my written statement for the record.

Since

atricia Schroeder
Congresswoman
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Mr. Chairman, thank you for this opportunity to submit testimony
to the committee as it considers the status and role of women
business enterprises in our economy.

Today, as you look at the role of women business enterprises in
government procurement, it is important to note that while women-
owned enterprises are a substantial and growing portion of the
business community, the government has yet to tap this valuable
source of products, services, and entrepreneurial creativity.

Women-owned businesses are the fastest growing segment of thesmall business economy. The number of self-employed women
increased by 76 percent between 1975 and 1985, twice the rate at
which women entered the work force during the same ten yearperiod. In 1972, women owned 4.5 percent of all smallbusinesses. A little more than a decade later, women owned 28
percent of all small busi

. The Small Business
Administration estimates that by the year 2000, 50 percent of allsmall busi in the U.S. will be owned by women.

The U.S. government, however, has failed to tap this expanding
part of the economy. Of the billions of dollars spent each year
by the world's largest buyer of goods and service. the U.S.
government awards less than one percent of all contract dollars
to women-owned firms. In 1975, the U.S. Civil Rights Commission
commented that "women-owned businesses are hampered in the
procurement process by the unavailability of information and
biases built into the procurement system." Unfortunately, more
than a decade later, this situation appears little changed.

Sratistics paint a stark picture. Through the third quarter of
FY87, only 12.735 percent of total federal procurement went to
small businesses. 0.599 percent was awarded to women-owned
businesses. A breakdown by agency is worth looking at:

" The nepartmant of Defense (DOD) controls the bulk of
government contracting. In FY85, DoD awarded 82 percent
of the prime contract dollars received by small
businesses and 84 percent of the dollars received bylargo businesses.

In FY86, out of a total of 8136,497,000,000 of
procurement, DoD awarded $1,100,000,000 to WBEs, or
0.8 percent of total procurement dollars. The average
contract size was $3,343, compared to an average of
$8,621 for small business in genera).

" For FY87, third quarter, 3.3 percent o! AID's contractingwent to WHEs. The average size of awards for WH8s was
853,000. compared to $194,000 for small business in
general.



214

In FY87, through the third quarter, 1.1 percent of the
Environmental Protection Agency's contracting went
to WBE..

In FY86, 2.2 percent of the Department of State's total
procurement expenditures went to MBEs, and 1.9 percent
through the third quarter of FY87.

WBE participation in the Department of 'Transportation
contracting rose from 0.6 percent in FY80 to 3.2 percent
in FY87.

These are just a few of the agencies, but they control a huge
portion of the government's procurement dollars. These figures
show that the growth of WBEs in the economy is far outdistancing
the government's use their products and services.

Several factors contribute to the low levels of participation of
women-owned business enterprises in government contracting,
including inadequate outreach, insufficient commitment to
utilising Wits, under capitalisation and discrimination in
commercial credit transactions. I will address two--inadequate
outreach, and insufficient commitment to utilising WBEs - -on which
the government can and should have a considerable impact.

Women business owners interested in seeking federal contracts
are often dealing with the federal government for the first time.
Many owr. newer businesses that do not have a long track record,
nor do they have contacts within the contracting agencies which
might facilitate successful applications. Improved outreach is
critical if WBEs are to become more active participants in the
procurement process.

In 1984, in testimony before the Senate Environment and Public
Works Subcommittee on Transportation, Clair Leven, owner of
Preservation Technologies Inc., testified that:

"We have found that outreach programs are ineffective
or non existent. Agencies administering the projects
are unwilling or unable to find effective ways to
increase the participation of women on these projects and
to help them resolve their problems on the job. More
often than not, women have no place to turn to for
assistance, be it financial, technical, or procedural."

Some agencies, and individuals in them, have made efforts to
improve the situation since then. The figures I have cited on
WBE participation in government contracting, however, indicate
that much more needs to be done. With women now owning over a
quarter of the small busi in the U.S., it can no longer be
argued that a lack of Ms is the reason for low government
contracting to MBEs.

2
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There is no consistent plan for government outreach to under-
represented sectors of the small business community. For
example, the Department of State participates in seven trade
fairs per year, plus twenty congressionally sponsored
conferences, while the Department of Defense participates in
fifty trade fairs per year--in other words, one per state. This
raises questions on how the business community is alerted to
these events, is priority given to reaching all sectors of the
small business community, and how do agencies decide which trade
fairs to attend.

Perhaps programs su.:11 as the Department of Transportation's women
Business Enterprise Assistance program should be reviewed and
taken as a model for other agencies. DoT informs me that
activities undertaken by this office include technical
assistance, bonding, loan packaging, certification assistance,
bid proposal development and cost estimating.

Mother area in which the federal government should be taking the
lead is in its commitment to utilizing WM; both a commitment in
agency policy to capitalising upon the resources of WM, and a
commitment on the part of agency employees to see that those
objr:tives are carried out.

At the policy level, all faders' agencies are required under
rxecutive Order 12138 to take action to support WBEs and ensure
full participation in procurement and financial assistance
programs. In addition, Policy Letter 80-2, issued by the Office
of Federal Procurement policy in May 1980, requires all prime
contractors to develop plans for subcontracting with women owned
firms. In practice, these requirement are sometimes only
partially complied with, sometimes only nominally.

For axampls, the Department of Defense requires that prime
contractors adopt a "best efforts clause" to utilize WBEs as
subcontractors. The primes are not required, however, to report
the extent of such subcontracting. Mother example is the
Environmental Protection Agency, which reports that it does not
require prime contractors to develop plans to use WBEs as
subcontractors but encourages such efforts.

At the implementation level, accounts of inertia or outright
resistance to increased utilization of WBEs are too frequent.
These accounts can be attributed to sexism; to a disinclination
to award contracts to companies with whom the procurement officer
has not worked, oven if the company in question has submitted a
less costly or more efficient bid; and to outdated impressions
about the kinds of industries in which women start companies.

Statistics show, however, that women in business cover the
waterfront. The President's 1985 report on small business states
that 91 percent of womenowned sole proprietorships were either

3
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in personal, business, recreational, medical, professional, or
other services, or in retail trade, finance, insurance, and real
estate. Furthermore, some of the highest annual growth rates
have been in nontraditional areas including agricultural
services, forestry and fishing, mining, security brokerages and
dealerships, general building contracting, and legal services.

It is imperative that federal employees involved in the
procurement process understand their key importance in assuring
that government purchasing realistically reflects the broad
spectrum of the US business community. In addition, policies on
government pu:chasing must be enforced from the top down and
recognition given for successful effort. An employee's efforts
to develop new outreach efforts, and to increase participation of

WDEs should be taken into consideration on the employee's
performance review. Department of State's practice of writing
commendations for officers who do this is a step in the right
direction.

In conclusion, I would reiterate to the Committee the importance
of women business enterprises to our national economy. Over the
last decade, women have increased their share of business
ownership in every major industry division. The data shows that
government contracting to WDEs is in unacceptably low proportion
compared to the proportion of the business community made up If
WDEs. The federal government's responsibility as a role model
and as the world's largest buyer of goods and services obligates
it to make sure that its procurement record reflects the broad
spectrum of American business.

Many of the agency statistics used in this testimony were
provided by the agencies in response to inquiries by the
Speaker's Task Force on Minority Set-Asides, of which I am a
member. The report of the Task Force should be finalized and
available to the Committee soon.

4
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Testimony of
Mildred A. Green
April 27, 1988

Mr. Chairman and esteemed members of the House Small Business

Committee, I want to thank 'ou for the opportunity to share a

few of my achievements ano hallenges as a woman business owner

in the government procurement market.

As a woman who started businesses in Michigan and then

expanded nationally, I still believe that perserverance, openness

and a niche market are the unequivocable necessities for success.

All of my businesses had less than $10,000 in start-up capital,

principally from personal savings. In addition, my procurement

experience came as the bookkeeper/bid preparation perscn with a

bridge construction company starting with farm culverts and

expanding into multi-million dollar bridges for five states. I

had no professional assistance or training.

The five successful businesses I started in Michigan

include:

A piano school for young children;

A retail bridal apparel shop;

Two intermediate care facility homes for

developmentally disabled adults; and

An accounting service bureau for non-profit

corporations.

The accounting service bureau grew into a computer retail

company and later a full-systems house for computers. Our

initial target markets were departments within the State of

Michigan, and later, the Federal government. Today, A.D.S. is a

computer software manufacturer, a computer hardware manufacturer,

a distributor for major manufacturers of small to medium sized

computers and peripherals. Since we have been successful, we are

now starting the process to b. me a franchisor of A.D.S.

procurement procedures and computer products.

22.0
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In the past, I also provided start-up assistance for two

other businesses: a Montessori School for pre-school children in

Michigan and more recently, a company called, On-Hold advertising

in Tennessee.

Currently, I am involved in the final stages of development

for the Liberty BIDCO Incorporated, a woman-owned Business and

Industrial Development Company in Michigan (that will provide
access to capital for service-related and soft asset businesses).

At this time, I cm President, CEO, Chairman, and the major

stockholder of A.D.S Computers. A.D.S. is a full systems house

offering sophisticated hardware and software, maintenance and
training to a number of state and Federal government agencies.
We have a list of satisfied clients, including 100 Federal
locations, more than 200 state agencies in Michigan and Tennessee
and 100 other business customers.

All of the contracts A.D.S. won and maintained were bid and
awarded in an open market with no set-asides, incentives, or any
other type of eaual opportunity access programs to procurement.

I appreciate that a new five percent access to procurement

is now offered by the Federal Department of Defense. Some
states, such as Michigan, currently offer set- asic'es to women
Owned businesses. However, these are discretionary funds and
sometimes do not provide equal access or encouragement to
procurement opportunities.

Usually, the contracts for women owned small businesses

are awarded after the award - not prior to it. At the present
time, there is no national program to ensure equal access to
government contracts for women owned small businesses.

The Michigan Department of Commerce Office of Women Business

Services has provided the catalyst of encouragement to me since
1986. It represents the very best in governmental agencies -- a
supportive agency, encouraging creative economic development
without competing with or stifling the creative entrepreneurial

spirit.

This division of the Michigan Department of Commerce was
formed by Governor James Blanchard in 1983, about the same time
A.D.S. was incorporated. I learned about it in 19V, during the
first meeting I attended of the National Association of Women
Business Owners.

4
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My five year old company's expansion into the manufacturing

and franchising environments is significant because it means that

we have struggled and won against all the odds and against all

those who said:

It can't be done."

You can't do it", and, finally,

"Well, you aren't doing it right.*

The comments I heard from various sources can best be

summarized in the following poem:

They said you'll never make it

And they thought that they were right.

But I kept on trying harder,

Because I hoped I might.

And they shook they heads in wonder

That I lacked the sense to quit

But I held my chin up higher

Though it quivered a little bit.

They said you'll never make t

As the problems multiplied,

But I had to make an effort

And to know at least I tried.

So I dug my heels in deeper

Though my spirits sometimes lagged

And I shouldered what was lightest

And the rest I sort of dragged.

And I found to my amazement

At the ending of the day,

That what they said I couldn't

I had managed anyway.

It only took three little words "Lord help me" and

I rid

Myself of doubt and all they said I'd never do

I DID.



221

-5-

Five years ago, I was embarrassed to be a woman owned small

business. When I decided to attempt selling products and

services at the State level, I walked around the Purchasing

Division until 20 minutes before closing time developing the
courage to tell them I wanted to be a "State Approved Vendor".

An Office of Women Business Owners Services is urgently

needed at the Federal level, and in each one of the states to

encourage the fastest growing segment of our nation's economy,

woman owned small businesses.

Our Successes -- Happy endings take less time to tent

In 1984, A.D.S. successfully bid many small contracts to the

State of Michigan and one large contract to the state's
Department of Mental Health. A.D.S. continues to provide

maintenance and some software development for this contract.

In 1985, we were awarded the second multi-million dollar

computer contract by the Michigan Department of Corrections.

A.D.S. continues to provide hardware, software and development,

along with training, maintenance and hotline support tc the

Department's team of hardworking professionals who pioneered the

multi-usar multi-tasking environment for correction facilities.

Since 1986, A.D.S. has successfully bid many small Federal

contracts and two large Federal contracts.

The 1_ inessee Valley Authority contract is one -1 the large

contracts for an indefinite quantity of products. Our TVA
clients are professional technicians, working hard on automating

their information systems. It is a pleasure to work to meet
their needs at a competitive price.

The Federal Trade Commission has also cooperatively met the
challenge of working with a small vendor, A.D.S. Computers.

Their professional technical team has worked successfully with
our team to meet FTC's naeds. It is our privilege to provide
laser printers and parts for them.

Expanding into other States in 1987, A.D.S. received an
unlimited, renewable contract with the State of Tennessee to
provide computer hardware.

2
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The future brings hope that our first attempt at two GSA

schedules will also be successful so we can provide Fourth
Generation Language Relational Database development tools for

Federal departments, along with hardware and peripherals from our

diversified catalog of products. The A.D.S team of professionals

cares about our customers, the government, and makes every effort

to provide the best possible quality products and services.

It is my firm belief that the local, state and Federal

government agencies should be thought of and treated just like

any other customer. At A.D.S., we respond to the needs of our

customers to ensure a win/win environment -- foi both the vendor

and the customer.

Our Challenges to Survival:

The following information concerns a Federal agency which

shall remain nameless.

After our first Federal contract was working smoothly,

A.D.S. received an opportunity for a second -- a bid for 180 to

360 PC computer expansion boards. Normal procedures for

successful bidding were followed by our staff: Distributor

pricing received on the product met the agency's specifications;

Terms and Conditions were answered; and the Request for Bid was

submitted. The agency stated the pre-award evaluation step was

complete. A.D.S. notified the distributor that preparation for

expeditious delivery of the much-needed product should be started

to ensure quick delivery at the award. Then one disaster after

another struck!

The distributor stated the manufacturer had bid on the

contract, giving pricing to several other bidders as well and was

now refusing to supply computer chips for the boards. This meant

additional costs to A.D.S. I called the manufacturer's

representative for clarification. He stated that the government

buyer had told him about all the bidders as well as their pricing

and that we would need to work with his company. I listened.

After consulting with my technical team, I discovered that

sanctions were being considered against computers and parts from

Japan. This was the most reliable source for durable quality

products.

2
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This information hit the news media and caused American

distributors and manufacturers to stockpile chips and prices to
soar. As you can ted by now, I do not give up. I called a
Japanese manufacturer's representative. He told me that if I

could sell fish to him, he could get chips for me. (If you are

interested in how the sale of food to Japan and other countries
could help solve our whole imbalance of trade, I'll tell you my
"fish and chips" story.)

At that point, I still believed we could supply the
contract - that was until the manufacturer called to say that his
price was now higher on the board - even with A.D.S. supplying
the chips. He also stated that since his campany sold the only
qualified board, I would have to buy from him. I replied,
not any morel"

Because I believed the manufacturer's access to information

from the buyer was improper, I called the buyer's supervisor and
informed him what was said by the manufacturer's representative.
I protested that his buyer had revealed everyone's pricing, which
was particularly unfair to A.D.S. since

and were attempting to supply the contrac

put this in writing. Which I did.

My technical team supported my next

we were the low bidder
t. He requested that I

statement that we could
produce a prototype for his inspection, meet or exceed the

specifications and produce the board within his alloted time
frame to honor the contract at the same price. We did all of
this and were within costs to make a minimum profit. Elated at

our accomplishment, we also saw the opportunity to market the

board to other agencies and began planning to manufacture larger

quantities in Michigan. This would have provided approximately

30 additional jobs in Tuscola County, an economically depressed
area.

Now you would not believe that the Federal Department would

withdraw this bid and re-bid it - But they did! Now, everyone
and the custodian knew A.D.S. pricing.

could I do? I protested. The protest
re-bid. When the "re" bid came out, I

I was disgusted but what

was denied and the project

bid on it again, trying to
lower my prices -- already knowing the worst could happen. It
did
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The manufacturer, who now had a stockpile of computer chips at 50

cents each, cut his price by more than one-half to just under the

A.D.S. bid. My cost for computer chips at that time was $2.50

each and today they cost $12 each. Of course, the manufacturer

took the bid. I lost money because of what it cost to prepare

the bid, find the chips, and manufacture the protatype. The

manufacturer won in many ways, not the least of which is that he

now has the inside track of doing business with a prestigious

Federal agency.

THERE IS A NEED FOR CHANGE

The current procedures are discouraging woman owned small

businesses from entering the procurement market. My efforts to

offer training and encouragement to them is often met with

skepticism. After a few of their horror stories, about like

mine, you would understand why.

When the Federal government indicates publicly that it will

place sanctions on products, it invites manufacturers and

distributors to stockpile and raise prices beyond reasonable

markets.

Due to current laws, procedures, and the internal policies

of State and Federal agencies, a vendor is bound by the final

prices bid for the full term of the contract. This does not

allow vendors any price increases that track increases in costs

u-. actly related to Federal sanctions and other Federal

legislation.

This is especially harmful and discouraging to small

businesses. However, it is a disaster for woman owned small

businesses who wonder at the lack of federal initiatives and

commitment to the fastest growing segment of job-providing

business, a/k/a women owned businesses.

In order to be competitive with the large companies in the

procurement market, A.D.S. and other small businesses operate on

a very narrow profit margin. This limits our ability to become

and remain successful in the government procurement arena.

I wonder when Federal laws and policies will create a

climate to support and encourage women-owned businesses!

2'31
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I have struggled and won the right to provide quality goods and

services on some proportionately small Federal contracts and I

know and believe there are other women-owned small businesses who

are interested in doiog the same. Since I believe it is in the

beet interest of the Nation's economy to support the courageous

efforts of women owned small businesses, I make the following:

RECOMMENDATIONS

1. Commission a Federal study to determine what percentage

of American business are (a) women-owned small

businesses; (b) what percentage of new jobs these

businesses provide; and (c) what dollar amount of

revenue they currently contribute to the American

economy. (Informal statistics indicate (a) 46%,

(b) 4 out of 5, and (c) $250 Billion in revenues.)

2. A federally mandated 101 equal access to procurement

for women owned small businesses on all contracts with

Federal departments and agencies receiving Federal

funds.

3. A federally mandated certification procedure for women

owned small businesses, monitored by a Women Business

Owners Services Office in each state. A model

certification process currently is used by the

Michigan Department of Civil Rights and the city of

Philadelphia, Pennsylvania.

4. A federally mandated waiver for women owned small

businesses to allow contract prices to increase

according to increases for products listed on contracts

if the price increase is directly attributable to any

Federal or state sanctions or legislation causing

that increase.

Respectfully submitted,
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TESTIMONY
CF

CAREY I. STACY
BERME

THE HOUSE COMMITTEE ON SMALL BUSINESS
APRIL 27, 1988

Mr. Chairman, members of the Committee on Small Business, my
name is Carey Stacy. I am the owner of Dia Logos International Corp., a
foreign language center, in Raleigh, North Carolina and co-owner of Globex,
Inc., an export management company which grew out of Dia Logos. I thank
you for the opportunity to speak before you here today.

I do not appear here to lament the inequities which women business
owners and women in business face daily in our efforts to participate fully
in the economic benefits of this rich nation. You know in your hearts that
these exist and I am confident that you are seeking and will continue to
seek ways in which these injustices may be redresses not only forwomen,
but also for every other group which seeks to take part in the prospei ity
this country enjoys.

I do appear before you to ask for increased opportunities. Oppor-
tunities for individuals of both sexes and of all races. Opportunities for
our nation to benefit from the creativity, talents and skills of more of its
citizens. My own business has benefitted slightly from federal opportun-
ides. I hope you will see from the description of my business that follows
that I have looked upon this help as an investment and have to the best of
my ability tned to repay this debt to my country.

1.4,,e many other businesses, Dia Logos International grew out of
dissatisfaction with the status quo. Since I was teaching at a university
at the time, I tried to work through the system to encourage practical for-
eign language training. Eleven years ago the university did notsee the need
for this. When I opened my company in Chapel Hill, N.C. in 1977 I was told
by bankers, lawyers and other advisors that the area was not likely to be
able to support a foreign language center. Needless to say, no loans were
available from any source. Dia Logos opened its doors on less than $2,000
confident that jt would provide a much needed service, as yet unrecog-
nized, and that it would prosper despite the nay sayers.

2 i .
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From its beginning as a center where languages would be taught in a
practical way, the company has now grown to include translation, inter-
preting, cross-cultural training and multi-lingual word processing. It also
represents the first instance in the U.S., so far as is known, in which a
public school system has contracted out teaching hours to a business. For
the past six years Dia Logos has provided over 300 hours per week of prac-
tical instruction in Spanish, French, German, Italian, Chinese and Japanese
to kindergarten through the twelfth grades in the magnet schools of Wake
County, N.C.

in the past five years North Carolina has consistently been listed in
the top two or three states in the country in terms of foreign owned busi-
ness investments. Nearby Research Triangle Park enjoys an international
reputation, three additional foreign language enterprises have begun and
the universities proudly proclaim their international curricula, seminars
and practical language offerings for the business person. American Air-
lines will next month begin international flights from the Raleigh-Durham
Airport and a World Trade Center is being considered for the area. Clearly,
the timing was right eleven years ago for a foreign language business in
the Research Triangle Park area of North Carolina

In 1985 I was selected as one of 13 women nation-wide to partici-
pate in the first all female trade mission ever to go out from the U.S.
This Mission was conceived, organized and implemented by two women.
Tommie Terse II of Baltimore, Md. and Janel Landon of Chicago, Ill., under
the auspices of the National Association of Women Business Owners.
These two ladies sought and obtained the support of the Small Business
Administration and the U.S. Department of Commerce. The public/pnvate
partnership responsible for this activity has opened up the world of inter-
national trade to many women who would simply not have considered
export. Equally important, this was the first "all services" trade mission
Since many small businesses are in the service sector, finding ways of
exporting services opens new doors for both men and women in interna-
tional trade, all of which benefits the individual and contributes to the
health of the U.S. economy.

In 1986, I continued the trade mission work of n y predecessors by
organizing and leading the first "Women in Health Care Services" Trade
Mission to Japan. Again, this effort was NAWBO in partnership with the
SBA and the U.S. Department of Commerce



231

Because NAWBO'S members are involved in a wide variety of pro-
ducts and services we research what certain countries are buying and then
solicit participation from c-Jrtipanies likely to be able to market them-
selves in that country. -io assure the success of the Japan mission, we
sent a list of what we bought were likely to be successful services to the
U.S. Embassy in Tokyo. We were delighted when the Embassy responded
that they believed that health care tervices would do well there.

After the participants had been selected I went to Japan to work out
the details with the Department of Commerce personnel there. Much to my
surprise, I was told that the overseas post had intended "health care ser-
vices" to mean weight loss programs, health and physical fitness programs
diet and nutrition programs, exercise equipment, etc. Our understanding
had been doctors, hospital administration, geriatric care, nursing home
programs and other direct health care programs. I was told that the laws
of Japan would make it very difficult for most of the companies selected
to actually sell in Japan After much conversation, the post agreed to do
some further research and receive our group as constituted. When we ar-
rived, we found that the additional research had opened up areas our post
had previously not known about, areas now open to other Amencan expor-
ters.

Our group went We received a warm welcome from the Japanese and
were told that our group had received the most publicity of any trade
mission ever to come to Japan. In fact, one newspaper proclaimed "Here
come the American Women Businessmen." We know that the initial res-
ponse was likely curiosity. However, they came, they saw, we conquered.
Four of the twelve companies left Japan with serious commitments to
negotiate sales. The others felt that they had opened the doors and would
be able to pursue markets in that country because of the contacts made
through the mission. On the heels of our mission, we were told that our
presence there helped to open Japanese marl,ots to health care services.
The U.S. Department of Commerce is now planning a health care mission to
Japan based in part on the success of our mission.

Since that mission a number of Japai iese delegations have visited
the members of the mission and reports are that negotiations are under-
way. As a result of contacts made there, I hosted a Trade Mission of
Japanese buyers who came to North Carolina in 1986 only four months
after our mission to Japan. They came specifically to search out products
which they could import to Japan. A number of additional buying missions
from Japan to other states are being organized-all as result from the
NAWBO "Health Care Services" Trade Mission to Japan.
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Armed with two successful trade missions, I am currently
organizing two more trade missions for NAWBO. These missions are not
limited to women, they are organized by women who see the need to bring
more people into export activity whereby they expand the markets for their

own companies and contribute to the economic well-being of our nation.

Standing here, I am not unmindful that I have participated in the
benefits of citizenship. My undergraduate education was made possible by
a combination of scholarships and government loans. On that foundation I

completed graduate degrees and became a teacher. As a teacher I attended
a government sponsored NDEA Institute for foreign language teachers.
Later I taught in a similarly organized institute for high school students
gifted in foreign language. In the second year of my business I received a
small loan from the SBA specifically targeted for women. In the eighth
year I was a delegate on the first "All Services Trade Mission" ever to go

out from the 11.S. The following year I organized the first "Health Care

Services Trace Mission to Japan" . This year I am in the process of
organizing two more trade missions for NAWBO and two for my local
Chamber of Commerce.

My pattern of receiving benefits and returning them with interest is,
I believe, the norm. This country must continue to invest in its people
through programs that help individuals grow and prosper, programs that
encourage individuals to return something because they want to contribute
to the common good.

The opportunities of which I speak are programs which you can
provide, programs which invest in the talents, the visions and the
perspectives of segments of the population which do not neatly fall within
the comfortable "business as usual" category. But, the visions, the talents,
the perspectives of these citizens can all contribute to the re- vitalization
of our economy and return us to a world leadership position.

I urge you to seek out opportunities for public/private partnerships
and to provide programs which will benefit a wider spectrum of citizens.
Many individuals, groups and organizations are anxious to participate and

to suggest possible projects. I am, NAWBO is. We do not need handouts.

We need to be taken seriously.

Carey I. Stacy
Dia Logos International Corp.
8921 Glenwood Avenue, Raleigh, N.0 27612
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CONGRESSIONAL OVERSIGHT HEARINGS

HOUSE SMALL BUSINESS COMMITTEE

APRIL 27. 1988

Good morning Congressman La Falco. distinguished members of
the Small Business Committee. Ladies and Gentlemen.

My name is Phyll,s, Hill Slater. I am a Principal of Hill,
Jenkins, Gaudy-Associates, Engineers and Architects (HJG)
and President of Hill Slater Inc. (HSI). an Engineering and
Architectural Support Systems firm. Both firms are situated
in Lynbrook, New York part of Nassau County on Long Island.

Hill, Jenkins, Gaudy-Associates is a 100% minority owned and
operated firm. My father, Philbert D. Hill and two other
pioneering black men started HJG in 1969. Since it's
inception, HJG has maintained a diverse Engineering and
Architectural practice. We began with store front projects,
and today have to our credit projects which are worth up to
one hundred seventy-five million dollars.

Hill Slater Inc. is a 100% Women/M1--rity owned firm of which
I am the Presid.t (and sole owner). Since 1984, Hill Slater
Inc. has served the Architectural and Engineering community
and related erterprises. We provide drafting services in all
disciplines, feasibility studies and reports, energy
conservation studies, specification writing, estimating,
survey of existing conditions, inspection of construction,
architectural renderings and models, and word processing.

CURRENT AFFILIATIONS:

President of the National Association of Women Business
Owners, Long Island Chapter (NAWBO, L.I.) NAWBO (with a
mailing list of over 500 women business owners on Long
Island), is two years young and 85 members strong.

Member: Coalition of Minority Women in Buziness

Member: Coalition of Women in National and International
Business

Member: NY/NJ Minority Purchasing Council

Member: 100 Black Women of Long Island

Member: Women Economic Developers of Long Island (WEDLI1

Member: Advancement of Commerce and Industry (ACI)

CONGRESSIONAL OVERSIGHT HEARINGS
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Member: National Society of Professional Engineers

Member: Long Island Association (LIA)

Member of the Board: The National Minority Business Council.

Appointed by Governor Mario Cuomo (NV) to the Regional
Economic Development Council 1987.

PAST AFFILIATIONS:

Member: Congressman Perron Mitchell's Small Business Brain
Trust

Board of Directors: Nassau County Economic Opportunity
Commission

Board of Directors: Nassau County Community Economic
Development Commission

Board of Directors: Freeport Economic Commission

Delegate: White House Conference on Small Business
1980 and 1986.

Delegate: 1982 New York State Conference on Small Business.

YOUTH SPONSORSHIP ACTIVITIES:

Participation Role Model Program of the NY Coalition of
100 Black Women.

1987 Judge for the NAACP Afro-Academic. Cultural,
Technological and Scientific Olympics (ACTSO-PROGRAM).

Hofstra University's NOAH Program Endowment Committee.

AWARDS:

NVS Certificate of Appreciation presented by
Governor Hugh L. Carey, 1980.

Leadership Award presented,by Freeport EOC 1982.

Community Service Award nresented by
Operations Alternative 1984.

Distinguished Service Award presented by the Masons 1985.
United States Small Business Association Award "Small
Business Advocate" "Women Business" 1987.

CONSRESS1ONAL OVERSIGHT HEARINGS
-a-

2 ..) -,
i...7 IL;



235

National Association of Negro Business and Professional
Women's Business Award 1988.

I am the mother of three young adults, Gina, Lisa and Tanya
and my principal residence is Freeport, New York.

I shall attempt to outline some of the pros and cons that I
have encounterku as a Black Woman Business Owner.

For 8 of the past 19 years HJG has been involved with
MBE/WBE/DBE processing. Certificaticn as a minority firm
seems to come after producing all sorts of information just
short of a blood test. Up until eigtt years ago, most of our
work came from referrals given by other Black or Minority
Architects and/or Engineers. If we -eceived work from the
government, be it Federal, State or Local, then the work was
9 times out of 10 in a minority neighborhood and consisted
mostly of rehabilitation, very seldom new constructirn.

Since MBE goals have been established our services are now
being solicited by Majority Engineering and Architectural
firms for 10 to 25X of their intended contract.

Some of the problems that I have faced as a result of this
process are

Ws, have been overlooked by the soliciting agencies for Prime
Contracts. In some cases we have even been removed from the
regular list of Engineers and Architects and placed on the
Minority List. We therefore receive information and notices
directed only to Minurity firms. This is what I consider
being "Black Listed". We are not considered as capable as a
Majority firm, even though our Architects and Engineers went
to the same schools and took the same licensing test. We are
not exempt from the state licensing procedures because we are
minorities and likewise do not take a different or easier
version of the test.

A popular misconception among government agencies a 4
businesses in the private sector is that Minorities enjoy a
position of privilege and are making truckloads of money.
As a result of this there are many busi posing as
minority owned and operated ("fronts"), trying to get on what
they perceive to be the MBE Gravy Train. What minority
business detractors fail to realize is that not only do we
have to be certified as a minority or woman business owner
but we must also be capable of seeing a contract through to
completion.

he term "Disadvantaged Business Enterprise" (DBE) dots not
enhance the professional standing of a licensed professional
firm or any other business for that matter.

CONGRESSIONAL OVERSIGHT HEARINGS
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There is a ceiling placed on the amount of money a company
may earn. When the firm reaches said amount they are no
longer eligible for the MBE/WBE/DBE program under U.S.
Transportation Reguiations 49.

As a result of disqualification there are now firms facing
cash flow problems. subsequent reductions in staff or even
closing their doors and taking down their shingles. Let us
keep in mind that women hire other women; minorities hire
other minorities so these layoffs are hitting an already
economically depreSsed sector of society.

We have subcontracted with some of the largest firms in the
country in satisfaction of their MBE,WBE requirements. We
have had repeat work with most of these firms; an indication
of their satisfaction with our work. However, only two of
these firms have used HJG as a subcontractor when there was
no MBE goal involved. One of the firms. Vollmer Associates
Consulting Engineers, and the other Architects DiGeronimo.

I believe that so long as discrimination exists against
minorities and women that there will be a need for
Affirmative Action programs. I feel very strongly that this
program may only be disbanded once this nation truly becomes
a melting pat where neither race nor sex is a determining
factor for success.

Women mime up the majority of the population therefore women
should not be considered a minority group.

Minorities and Women Business Enterprises should be kept as
separate entities. with separate goals to be outlined in each
contract and/or a statement of intent for each agency's
goals.

Women Business Owners are discriminated against in a way
that is unique to Women. Their inclusion in Affirmative
Action agendas lends credence to the need for special
consideration on their behalf. Minority Business Owners are
discriminated against in a way that is unique to Minorities.

Let us keep in mind that given a choice, a Majority firm
would choose to subcontract to a Non-Minority Woman rather
than select the Minority Woman. Also if the choice was Women
vs Minori*y a Majority prime contractor would be inclined to
choose a woman Business Enterprise.

Prompt Payment and its ensuing rights for sub-contractors IS
a major cause for contention.

As a sub-contractor .nder the MBE/WBE process we have to
be qualified. certified. and follow the same rules and

CONGRESSIONAL OVERSIGHT HEARINGS



237

regulations (i.e. carry the Silke amount of insurance),
as the Prime, as set forth by the governing agency.

In this situation our contract is with the Prime and not with
the Agency. Therefore, we are at the mercy of the Prime and
can only hope that they submit our invoices on time and pay
us in a timely fashion.
Timely payments are the greatest problem. We are left to act
as the banker for the Prime and/or the agency waiting
30, 60, 90, or 120 days for payment.

The sub-contractor should be notified when payment has been
made to the Prime. I should have the right to know whether
or not the Prime has been paid. Better yet, the Agency
should make payments directly to the Sub-Contractor as well
as to the Prime; rather than leaving the Sub-Contractor to
fight for their approved payments for services rendered.

Think you for the opportunity to be heard.

Phyllis Mill Slater
lin/HSI
149 Broadway
Lynbrook, New York 11563
(516) 593-1361

CONGRESSIONAL OVERSIGHT HEARINGS
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PREPARED TESTAMC f

COMMITTEE ON SMALL BUSINESS

OVERSIGHT HEARINGS April 27, 1988

By: Margaret 3. Hansson, President and CEO

M.S. Hansson, Inc. and Chr. PureCycle Corp.

I am a myth-buster. I am a myth-buster because I founded one, tvo,

three, four companies as an entrepreneur. I built the first company

from garage, not home living room as women are popularly supposed to

do, to a fifty thousand square foot building. It grew from three

to three hundred fifty employees, two overseas ventures, publicly

traded, always profitable.

As a woman entrepreneur I progressed from the founding of the first,

second and third companies to participation in many areas of business

life often reserved for men. I became a director of mutual funds,

a director of first a local bank and then a directorof the largest bank

holding company in Colorad9, the United Banks of Colorado. I became

director of four more publicly traded companies in completely different

industries -- medical technology, media, a national lbain of children's

day care centers and water recycling. I am a myth-buster because I

understand business in its many remifications. My companies are

involved in consumer products, high technology and heavy industry. I

understand mathematics, engineering and data processing. I know

banking and I am a modern manager with conceptual innovations

in both the U.S. and global economy. I export and import. One of

our basic new technologies will revolutionize solutions for some of

the world's major ecological problems and do it profitably with savings

to governments as well as to all the world's peoples.

I sound as if I am some sort of paragon or perhaps a con artist--"for

a woman." If I were a man I would be a success story, but only one

of thousands. As a woman you find it hero to believe thet I have

had this pattern of success.

But there are many of us myth-busters. I know personally at least

three hundred of these women. They are members of the Committee of 200,

2i
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now grown to three hundred members. I am a founding and charter

member of the Committee of 200, founded to raise funds for the

National Association of Women Business Owners in 1982. During the

research to find these women we discovered a thousand women owners

and corporate executives at a very high level. The number has grown

rapidly since 1982. Each of these women owns and runs her own company with

at least five million dollars in annual sales, or is a top corporate

manager with responsibility for an annual budget of at least twenty

million dollars. The women eligible to join this group are increasing

in number by 25% per year.

We are all myth-busters. We are owners of top ad agencies, construction

companies, cable television, national magazine presidents,movie magnates,

music moguls, screw and spring manufacturers, plbrlic relations firms,

venture capitalists, telephone corporation executives, major newsirTe.r

executives, high technology company owners, major retail organization

presidents, cosmetic superstars, etc. etc. You would recognize the names

of almost every person and her firm and trademark.

We make thousands of jobs. tie contribute to the corporate culture of

success in innovative companies. We care, we invent, we profit, we

share and we succeed. But every one of us has a story of nasty dis-

crimination which we have beaten to get where we are now. And each of

us experiences daily some subtle, and not so subtle, evidence that

the male world has difficulty giving women their deserved and equal due.

I founded my first garage company, Gerry Designs, Inc., in the mid

fifties. Gerry made lightweight products for small children, Gerry Baby

Carriers, one of the best known trademarks in the juvenile industry.

I invented the first piggyback, forward facing frame carrier for babies.

An entirely new concept for carrying babies--eons and eons after the first

babies were carried in skin slings. In three years Gerry Designs,

renamed Gerico, Inc., had sales of almost one million, about five million

in today§ dollars.

fortunately, I ran a tight ship and brought suppliers, our lawyer and

4 ; ;
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accountants into ownership, stretched nickles and negotiated shamelessly,

or we might not have made it. No tank would even talk to me when I

tried to set up a revolving credit line. I heard such statements as

Nhy don't you get a job that you can do or go home and take care

of your family?" I was one of the fortunate ones. I got many tips

from my uncle who was president of Cankers Trust.

In spite of barriers Genoa grey -end profited. Eventually the banks

couldn't ignore us. We had worked hard to prove thatGerico deserved

to be treated as a successful small business client.

In 1973 I received an offer for the company which was almost too good

to believe and I became a wholly owned subsidiary through a merger

with General Recreation, Inc. We went public concurrently. I remained

as president and member of the presidents council at General Recreation

until 1977 when I resigned to found another company, Genac, Inc. a

company which manufactured products for the handicapped.

During the preceding four years a long-time friend partner and I hal

oegun and sold two other small businesses; one was a small publishing

company which published books and pamphlets about lightweight backpacking

equipment and climbing, the other a company manufacturing a new concept

in sailboat blocks. Both were sold soon after Gecko's merger. Con-

tinuing the pattern, I sold Genac, Inc. two years after its founding

when its sales had reached about a mill,on.

I had discovered what I do best--develop products and companies, all

kinds of companies usually involving products, but not always., using

all my skills and a few new ones. I work with new product ideas at all

stages of development, from inception through funding. A few are

interesting enough for me to take an equity position and continue in

the management and further development and eventual sale or public

offering.

My most importer tcurrent Interest is as Chairman of PureCycle Corporation,

a high technology company which holds patents for the complete recycling
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of water. This company has new and exciting technologgy with many

important ramifications. It is a public company which is just emerging

Phoenix-like from several very unsuccessful years. Itsrecycling

technology has the potential to purify water of any hazardous substance.

It is the only system which has ever completely recycled waterover,

and over--with no need for water and sever hookups. The system can also

take stack gases into solution and then purify the water. It is a much

more complete system for control of air polutants than scrubbers etc.

The potential of this company is enormous. There will be many jobs

created. A whole new family of products will emerge to solve tough

ecological problems.

This long discussion, which describes half of my business life and none

of my extracurricular life, is meant to show that I am one of many

women who are overcoming obstacles to grow large impressive companies,

create jobs, new technologies and management concepts. We are creating

companies faster than men. We own 25: of all businesses. We are

creating jobs faster than any other sector of the economy. We are not

all little jam and jelly, knitshop, secretarial and cleaning businesses.

But even these are growing intu large well managed businesses.

You have heard most of the impressive statistical data concerning

women owned businesses during these hearings. Many recommendations from

the White House Conferences on Small Business of 1980 and 1986 have been

presented. Those recommendations are remarkably consistent. Some have

been acted upon, others seem to be forgotten and many laws and regs are

being ignored blatantly.

I was appointed by President Carter as one of the eleven commissioners

of the '80 conference and was an appointed delegate to the 886 conference.

Progress is slow. We still feel that the U.S. Government must recognize

the basic role and importance of women's businesses. It is not a metter of

°letting"women have a small part. We must open and cncourage access to

all areas of business. Our GNP growth depends on women at least as

much a men. We must knock down the impediments you have heard so much

about.
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I have suce6ded against all odds. How much easier it would have been had

the odds been stacked a bit more favorably. You have it in your power

to do much to make the vay equal. We have it in our power to con-

tribute to a naw vision of the United States economy. We will make

sure there are jobs for all who can work and that we are the innovators

of the 90s and next century.

Margaret S. Hansson

President

2 i "1,
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TESTIMONY OF CHARLOTTE TAYLOR
PRESIDENT OF VENTURE CONCEPTS, WASHINGTON, D.C.

AND FORMER EXECUTIVE DIRECTOR OF
THE 1977-78 PRESIDENTIAL TASK FORCE ON

WOMEN BUSINESS OWNERS

Goodmorning. My name is Charlotte Taylor. I am the

Fresident of Venture Concepts, a Washington, D.C.-based

management consulting firm specializing in economic development

and small business public policy. I am both a woman business

owner and an expert on women business ownership programs in the

United States.

I was asked to testify today in order to provide both a

historical and a current perspective on this issue. The

historical perspective comes from the fact that I directed

President Carter's Task Force on Women Business Owners in 1977-

76. This Task Force led to Executive Order 12179 and created the

current Nat,onal Policy for Women Business Owners.

As you are aware, this Task Force was mandated by President

Carter to loot at the barriers facing women business owners and

to recommend steps that the Federal government could take to

reduce these barriers so that the nation could reap the full

eccp,omic benefit of this new entrepreneurial sector. Over 60 such

V
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recommendations were made. The report of this Task Force, "The

Bottom Line: UnEqual Enterprise in America", is still considered

to be the most comprehensive discussion of this issue.

I have submitted a copy of that report for the record. The

recommendations 04 this Task Force are attached to my testimony

for your use in questioning the Federal witnesses on the progress

that has been made in the last decade.

I am sure that you will find from their testimony that

little serious effort has been made to implemwrt either the Task

Force's recommendations, or to develop new programs which could

assist women business owners.

The current perspective about which I was asked to testify

comes from the wort that my firm, Venture Concepts, performed

last year in a study of the status of State and City efforts for

women business owners. This eleven-month research project was

funded by the U.S. Department of Commerce's Economic Development

Administration.

This study amined the current and potential economic

development impact of womel entrepreneurs in the United States

and analy:rd both State and City ef. is to st-mulate the growth

of this sector of the econ--, It involved an analyils of all 50

state and over 1(10 city programs for women business owners.
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This study represents the first nationwide survey of such

programs and has been published in a report entitled "America's

Hidden Resource: A Survey of State and City Programs for Women

Business Owners". I have submitted a copy of this report for the

record.

The tey finding of this study is the surprising degree to

which the issue of women business ownership is going unaddressed

at the State and City level. While many State and local

governments are now looting at new venture creation and small

business stabilization as a tool for economic development,

relatively little attention is being given to either the

Importance of women business owners, or their special needs, in

the development of such economic development strategies.

Women business owners remain invisible to public policy

maters. This is despite the press _ :ention to this fastest

growing segment of the small business population, and the fact

that women now own an et.timated 25% of the Nation's small

businesses and will owr. over one-half of such enterprises by the

year 2000. The degree to which the job creation and tax

generation potential of this vaste new business sectorwomen-

owled businesses-- is being ignored in the public policy arena is

evident from the results of our research.

... 1
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We found that relatively few states, and even fewer cities,

were actively creating policies and programs to remove the

barriers which i '-pact on the ability of women to operate and grow

larger, more ,rosperous enterprises. Even where programs exist,

they are often limited in scope and buried in efforts targeted to

other groups, particularly those for minorities. Few are

specifically designed to help women overcome the marketplace

barriers they face. These barriers are substantial and stem

from a society that has, in large part, excluded the malority of

women from the mainstream of the U.S. business economy, and

provided them with few of the skills and resources needed to

compete equally in the American free enterprise system.

The impact of these barriers on business success, and the

need for supplemental programs specifically targeted to women to

overcome them, is evidenced by the lower than average level

receipts of women-owned businesses. While it is true that women

are streaming into entrepreneurship, chosing owns-ship at a rate

that is twice that of men, the malority of these women-owned

businesses are new and operating on the margin, without the

benefit of the capital and technical assistance which could help

them survive and prosper. Although women own one-fourth of the

small businesses in the country, they earn only one-tenth of all

business receipts, and receive less than 1 percent of all Federal

procurement dollars.

2 ;) 1.
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Yet little is being done by the public sector at the

Federal, State, or City level to correct these inequities.

Indeed, we 'ound that the more innovative programs came from

private sector, nonprofit organizations funded by foundations .

However, the majority of these programs concentrated on lower-

income and underemployed women, seating economic self-

sufficiency through self-employment. Relatively little attention

is being given to the question of how to stimulate the fastest

growing entrepreneurial sector of the economy--women-owned

businessinto larger scale and more successful ventures, thereby

increasing the impact such women-owned enterprises have on our

Nation's economy.

In the couP-se of the research, we found that less than half

(Z2) of the fifty states and fewer than one-fourth (21) of the

over 100 cities contacted have programs for women business

owners. Further, few of these programs cOuld be viewed as

substantial efforts. Only five states (Louisiana, Illinois,

Michigan, New Jersey and Ohio) and one city (Clevelarld, Ohio)

fiaN,e specific programs targeted exclusively to women business

owners.

A second finding of our study was the narrow scope of the

programs that did s.ist. Most of the programs found merely

paralleled e.isting efforts for minorities and small businesses,

targeting wJmen but giving little thought or attention to the

development of specific programs which can help them overcome

the barriers impeding their business growth. This was

particularly so in the two areas in which women say they need

A
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assistance most: capital and technical assistance.

Only five of the states (Maryland, Nebraska, New York,

Oregan, and Wisconsin) and one city (Phoenix, Aizona) were found

to have special capital programs that Include a women owned

business target. Vet, in many cases, these programs were not

relevant to the majority of women-owned businesses because of

either loan amount, collateral and equity requirements, or

specifications concerning types of business and job creation

potential.

The lact of specific sustained technical assistance programs

for women business owners was even more apparent. While a great

deal of activity is occuring in terms of one-day workshops or

business confer'nces, relatively little effort has been placed on

providing the find of sustained technical assistance women say

they need. Only a few states (notablely Michigan, Illinois and

New Yorl) have developed such programs or funded private sector

organizations to pros,ide such assistance.

Another major finding of the study, and one that is

particularly relevant to today s hearings on procurement, was the

surprising degres to which both the State and City programs were

stewed in the direction of providing government contract

opportunities to women, and the degree to which these local

programs were impacted by Federal procurement policies.

2 5 :.;
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As you are aware, the Federal government spends f

money at the State and City level and the procurement policies of

these agencies impact on the policies of the local entity. This

IS particularly true in urban transportation, highway

construction, environmental protection, and urban re-development.

Procurement programs were by far the most prevalent programs

found, particlarly at the city level. All twenty-one (21) of the

city programs were procurement programs, yet few were found to

offer services beyond that of monitoring purchasing goals and

:ertifying women-owned businesses for participation. This

emphasis on procurement as the major women business owner program

in the United States also holds true at the State level. Over

half of the 22 state programs have a procurement component.

However, these was little evidence that these programs are

worting well. Indeed, in many cases, the existence of a

procurement program appeared to be almost a red herring and used

as an indication that a State or City was "doing something" for

women business owners, when, in fact, relatively few women

either (new about the program or were able to take advantage of

it due to the sire or type of business they performed. This

situation in not dissimiliar to what we find at the Federal

level.
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One of the major problems we found with these State and City

procuremert programs was that they were often added to existing

minority business programs where the efforts for minorities

overshadowed those for women. Indeed, if anything surfaced in our

interviews with State and City officials , it was not only a lack

of commitment to the intent of such women owned business targets,

but the degree of skepticism and resistance which existed to

allowing women to have an equal opportunity to compete even under

existing targeted programs.

A prevailing assumption appeared to be that the majority of

women-owned businesses are not legitimate, but are "fronts" for a

father, husband, brother, son or lover; were not technically

qualified to perform the work; or did not exist in the industries

sought. In some cases, it was even stated that there was less

active outreach and assistance to women than minorities because

of the belief that minorities needed the programs more than

women.

In general, it appeared that as much time was spent trying

to certifying women OUT, than on finding qualified women to

include IN a program. Certainly little attention was being given

to finding solutions to problems involving bonding, cashflow, bid

process, or outreach and education.

9 -,
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In addition, Federal guideance is needed in overcoming the

barriers created by community property laws or agency

interpretations concerning the impact of co-mingled family assets

used to start an enterprise. In some places, married women who

own and operate 100 percent of a business cannot be certified as

a WBO because they used co-mingled family funds to start they

business. Yet the majority of American families co-mingle their

incomes, assets, and certainly their checking accounts' Such

strict interpretation severely limits the ability of married

women to participate in the procurement system.

Yet procurement programs can work, given proper commitment

and programs. Cleveland's Female Business Enterprise procurement

program is an e,:ample of how assistance targeted specfically to

women can both produce results and dispel myths concerning the

lac of qualified women-owned contractors. Despite relatively

high goals for women business owners ( 5% for concessions to 16%

for services>, Cleveland placed $5.5 million in contracts with

women in 1986, double its stated f million goal. Such programs

are important in brealing down the barriers that face women

business owners. And this needs to be done.

There can be little doubt that women business owners are a

vastely underutilized economic resource in the United States, and

that the public sector is not addressing the important issue of

how to integrate this vital new business sector into our economy.

A... .' U
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While women have become important players in America's

entre - eneurial resurgence, they still operate outside of our

business and economic mainstream. Developing new policies in

this area could have major implications 4or our country's future

economic growth.

In 1982, despite the barriers facing them, women-owned

businesses generated $98.3 billion in revenues. Today, the level

is probably closer to $100 billion. Vet this figure vastely

understates the true economic impact of this new business sector.

It does not include the revenues from larger corporations, but

only sole proprietorships and S corporations. In addition, it

does not consider the impact of the turnover of these revenues in

local economies. 14 every dollar generated by woman-owned firm

turns over in the economy 2.5 times, this means that the economic

contribution of women-owned businesses equals $250 billion a year

in national income. 04 this $250 billion, $37 billion is paid to

the U.S. Treasury in federal taxes, and another estimated $13

billion is paid in local and state taxes.

With these kinds of economic implications at hand, what

better reason is there 4or developing and implementing a new plan

of action dedicated to the growth of women business Owners.
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Un
The Bottom Linegqual Enterprise in America

Report of the President's Interagency Task Force on
Women Business Owners

[June 28, 1978 excerpt]

RECOMMENDATIONS

The President Should Instruct all departments
and agencies to institute affirmative action
programs for women business owners,
recognizing the double discrimination faced
by minority women business owners. An
individual on the White House staff should be
designated to be responsible for this action.

The President Should Issue an Executive
Order to create a National Women's Business
Enterprise Policy to:

Implement federal policy in support of
women's business enterprise.

Coordinate the participation of all
federal agencies and departments in a
women's business enterprise effort.

Develop comprehensive plans and spe-
cific program goals for women's business
enterprise programs.

Establish regular performance monitor-
ing and reporting systems to assure that
goals are being achieved.

Provide the necessary funding and re-
sources to implement this policy.

Pending the issuance of an Executive Order
establishing a Women's Business Enterprise
Policy.

The President Should Direct, under the
Ridership of the Small Business
Administration (SBA), the following named
agencies and departments to participate in an
interagency agreement to promote, foster,
and monitor the commitment of resources,
Information, training and technical assistance
to women business owners.

The Federal Trade Commission suggested
that should the issuance of a new Executive
Order Order not be feasible, that American
women be added as a specific group to
section 6(a) of Executive Order 11623.

1

Departments of Agriculture, Commerce,
Defense; Energy; Health, Education and
Welfare, Housing and Urban Develop-
ment, Interior, Labor, and Transportation.

Federal Trade Commission, General
Services Administration, National
Science Foundation and Small Business
Administration.

Additional resources should be provided s*
SBA for its increased responsibility for new
initiatives relating to women-owned
businesses.

DATA ASSESSMENT

The President Should Instruct all federal
departments and agencies to adopt the
following definition of a woman-owned
business for data collection and procurement
purposes:

A woman-owned business Ls a Easi-
ness that is at least 51 percent
owned, controlled w operated by
a woman or group of women. Con-
trolled is defined as exercising the
power to make policy decisions.
Operated is defined as actively
involved in the day-to-day manage-
ment.

For the purposes of this definition,
businesses that are publicly owned,
Joint stock associations and busi-
ness trusts are exempted.
Exempted businesses may volun-
tarily represent that they are or
are not women-owned if this infor-
mation is available.

The Bureau of the Census should be
Instructed to undertake a special mail-out
survey of businesses that are between 20 and

4) ,
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100 percent owned by women according to
11177 business tax returns. This survey should
contain data elements (such as age, race,
industry, employment history, etc.) which will
provide information about business and the
woman business owner.

All agencies with business loan programs,
particularly the SBA and the Farmer's Home
Administration, should be instructed to
develop better procedures and systems for
loan programs, including, but not limited to:

The development and implementation of
a system for tracking the growth and
business health of minority and non-
minority women-owned businesses.

The collection and analysis of statistics,
on a quarterly basis, for all loan
programs on the number, type and dollar
value of business loan requests and
approvals for women business owners,
the loss rate on loans and the reasons
for default; the level of equity in the
business on approved loans; and the
participation rate in all categories by
minority women business owners.

A determination of the demand for loans
by women business owners and use of
such information in the development of
loan program procedures.

The presentation of a status report on all
of the above should be made to the White
House Conference on Small Business in
January of 1930.

The President Should instruct the
Administrator of the Office of Federal
Proarement Policy to compile accurate
statistics on the participation of women-
owned businesses in government proctrement
taking into consideration existing data bases
to insure maximum utilization and compa-
tibility among agencies, by:

Systematically collecting government-
wide data and monitoring the
participation of minority- and
nonminority women-owned firms in the
contracting and subcontracting
procurement process, by using the
proctrement definition of a women-
owned business developed by the Task
Force.

2

Revising all applicable forms used in the
federal procurement process, including
Standard Form in, "Bidder's Mailing
List Application," to permit the identi-
fication, by sex, of business owners.

All government agencies with responsibilities
for education and training for private-sector
business management should be instructed to
collect data that will identify female/male
participation ratios in all government-
sponsored and cosponsored education and
training programs and to monitor ane
evaluate such programs to determine their
Impact on women.

The SBA should be instructed to accelerate
its arrent efforts to compile a computerized
directory of women-owned businesses,
indicating the goods/services provided, size,
technical capacity and experience of such
firms in order to match their capabilities
with the government proctrement market and
to make its directory available to other
proctrement agencies.

The White House Conference on Small
Business, scheduled for January 1980, shoul
officially recognize the role in the nation's
economy played by women-owned businesses
by:

Appointing both minority and non-
minority women committed to the
advancement of women business owners
to the Conference Planning Council.

Assuring Conference participation by
minority and nonminority women busi-
ness owners and organizations represent-
ing their interests.

Including the issue of the status of
minority and nonminority women as
business owners as a subject covered by
the Conference and by any state or
regional conferences leading up to it.

Directing federal agencies to prepare
reports for the Conference on the vo
ume of assistance to woman-owned firms
through contracting, grants, loans and
specialized assistance; the steps taken to
monitor this volume; and actions taken
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to provide equal opportunity for women-
owned firms under federal programs.

Encouraging state governors, as part of
state conf .antes leading up to the
White House Conference, to direct state
agencies to provide similar data for
consideration by their respective state
conferences an small business.

Forming a Council composed of small
business owners, women business owners
and government policy-level of fici- Is to
review the data-systems ,eports
following their submission to the White
House Conference and to propose
changes in individual programs to
redesign them according to the needs of
women business owners.

The President Should Direct the Women's
Bureau within the Department of Labor to
act as a clearinghouse for the collection and
dissemination of information on the available
resources in management training, credit and
capital formation, marketing and
procurement, and federal programs, and to
focus on business ownership as a viable ^....areer
option. Increased resources should be
provided to initiate and implement this new
focus.

EDUCATION

The President Should Instruct the Secretary
of Health, Education and Welfare (HEW) and
other responsible agency heads to make
vigorous enforcement of Title IX a priority.
In addition, advisory committees at the
federal, state and local levels should be
balanced with respect to sex and
race/national origin and should include people
knowledgeable 'about problems of sex bias and
sex stereotyping.

The President Should Instruct the Secretary
of Health, Education ir-al Welfare to
encourage grant and contract applications
from both minority and non-minority women.

In editions

All HEW vocational education, career
development, employment development
and service provider programs should
include the authority to prepare minority
and nonminority women for business

3

management and entrepreneurship and to
perform research in these areas.

The Department should continue and
expand special research and
demonstration projects to Identify the
unique needs of minority and nonrninority
women in attaining educational equality,
particularly in business related fields.

In particular, research efforts of the
quality, focus and direction that have
been undertaken by the Education and
Work Group and the Women's Research
Staff in the National Institute of Educa-
tion should be continued and research
concernir. vicarious achievement, wom-
en's motivation and the problems of sex
bias should be expanded in order to
implement educational change with
particular emphasis on identifying the
unique characteristics of women from
racial and ethnic minorities.

Research results should be widely
disseminated for the purpose of program
development.

The President Should Recommend full funding
of the Women's Education Equity Act.

The President Should Encourage state
agencies in cooperation with schools of
management and business administration and
private business and foundations to increase
fellowships, scholarships and loans to support
formal business training for full- and part-
time female students.

MANAGEMENT TRAINING AND
TECHNICAL ASSISTANCE
The President Should Direct the SBA to
establish management assistance to women
business owners as a priority and to accom-
plish this by:

Increasing both the number of, and
quality of, training of SBA personnel
providing management training to women
business owners.

Focusing on the special needs and con-
cerns of minority women.

Increasing substantially the manage-
mentasantance program of the SBA.
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Improving the SBA's management-infor-
mation system to service its clients.

The President Should Dirkct the SBA and the
Departments of Agriculture, Commerce,
Labor and Health, Education and Welfare to
develop a coordinated and cohesive effort to
deliver increased resources for basic skills
and management training for women
entrepreneurs and to mobilize existing public-
and private-sector resources toward that end.

The President Should Uria the 1..itional
Science Foundation to begin research efforts
on the participation of businesses owned by
minority and non-minority women in high-
technology growth Industries and on ways to
develop their greater participation in such
Industries through training, through the
transfer of federally developed technolog" to
businesses owned by minority and
minority women, and through any r
means.

CREDIT ANDCAPITAL
FORMATION
The President Should Instruct the SBA to
Improve Its loan programs to women business
owners by:

Tralning, recruiting and appointing SBA
bank relations officers, particularly
nonminority women and minority women
to interact with participating banks and
recruit greater bank participation in loan
guarantee programs.

Providing incentives to participating
banks to expand their small loans in
order to reach women business owners.

Developing the means to signal the need
for management assistance earlier in the
life of a loan before default occurs.

Requesting legislative authority to
implement a bank discretionary program,
within the loan guarantee program, to
authorize selected banks to make
guaranteed loans within certain guide-
lines without prior SBA approval for each
individual loan. Banks should be given
greater authority to administer the loans
and the size standard, particularly with
respect to the waiver of loan covenants.

Targeting a portion of Economic Oppor-
tunity Loans to women business owne

4

with a specific percentage set aside for
minority women business owners.

Providing more program emphasis and
*raining to SBA personnel in the areas of
lint Cal management, counseling and
cash flow projections so they can provide
greater and better service to women
business owners.

Working closely with the bankmg asso-
ciation to encourage their members'
active participation and educating. them
on the financial needs of women bus.ness
owners.

Improving the turnaround time on loans.

The President Should Direct the Office of
Management and Budget to support SBA's
request for increased funding for direct loan
programs, with specific targeting for women
business owners who may be unable to meet
criteria for credi$worthiness because of
"social or economic disadvantage"

The President Should Uric the Chairman c
iRkirities and Exchange Commission tic

program its management informai.on system
to include information on the gender of the
owners of companies seeking to make initial
public offerings of securities.

The President Should Direct the Secretary of
Agriculture to target a portion of the
Department of Agriculture's business and
industrial loan programs to women business
owners, providing along with that all
necessary management and technical
assistance.

The President Should Direct the Secretary of
Agriculture to delete the provision from
regulation section 1$00.42 of the Farmer
Home Administration which makes a wife
individually and personally liable on a note
signed by both spouses regardless of whether
the loan is for her benefit.

The President Should Support legislation to
restructure SBA's small business investment
companies so they can provide more high-risk
venture capital to small Lusmesses.

Owners of Small Business Investment
Companies (SBICs) should be urged to in
woman-owned businesses.
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The President Should Instruct the SBA to
clarify its procedures so that it is dearly
understood that businesses owned by sociall)
or economically disadvantaged %yam:, are
among those eligible for investment by 301(d)
Uncenstes (MESSICS).

Owners of 301(d) licensee: should be urged to
invest in women-owned businesses.

MARKETING AND
PROCUREMENT

The President Should Direct that the
government procurement policies that
support s nail and emerging businesses must
be revise d to incorporate equal opportunity
for women business owners. Such revision
should include:

Recognition that no recommendation for
a special S(a)-type program or special
subcontracting programs for women
business owners or a set-aside program
for women should be made without a
condition that the small business set-
aside program be increased substantially
and more effectively administered.

Doubling the number of SBA Procure-
ment Center Representatives (PCR) and
providing for adequate funding for SBA
to hire and train this additional staff.

Briefing of PCR's and government pro-
curement officers on the President's
desire to increase procurement from
women-owned firms and the establish-
ment of performance goals for prime
contract awards to women-owned
businesses.

Amending section 5(a) of the Small
Business Act, if H.R. 1131$ is enacted,
to require that program eligibility be
determined on a case-by-case basis for
both minorities and women, rather than
by a "rebuttable presumption" for
minority groups as currently proposed in
the bill. Programs wider Section 5(a)
should be directed toward toward
socially or economically disadvantaged
Individuals and not toward classes of
people. However, if the presumption of
group inclusion is adopted for the Section
1(a) program, American women should be
designated as one of these groups. The
participation of women in the program

5

should be monitored to mare their
equitable treatment, until such time as
legislation is passed to create a separat..
program to address similar needs of
women business owners.

The development, wider the leadership of
the SBA in coordination with other
agencies, of objective criteria setting
forth the conditions under which
individuals may demonstrate social or
economic disadvantage.

A direction to all procurement agencies
working through SBA to increase the
proportion of contracts to minority
women business owners under the $(a)
program.

The revision of government procurement
policies should include

Development of program emphases and
targets for women business owners in the
federal procurement system.

Development of programs to ensure that
ryomen-owned businesses appear on
government bidders lists for contracting
opportunities.

Development of revisions to the bonding
provisions in construction, alteration and
repair contracts to amend the Miller Act
provision for bonding by increasing the
threshhold from $2,000 to $23,000.

Development of a policy to strengthen
subcontracting opportunities for women-
owned businesses by requiring, as part of
the preaward process, that subcontract-
mg above $100,000 but below $500,000
include positive plans to utilize women-
owned firms.

Requesting the Federal Acquisition
Institute of the Office of Federal Pro-
curement Policy to address itself in its
training responsibilities to foster an
affirmative recognition by the federal
procurement workforce of the needs of
women business owners se contractors
and subcontractors.

Amending directives concerning the
Federal grant-making process to state
and local governments to recognize the
potentials that exist for encouraging set-

. e,
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aside or local preference procedures for
small, minority and woman-owned
businesses and that Jurisdictions which
("Trendy have special programs for
small and minority businesses extend
their coverage to include women-owned
businesses without diminishing resources
to either of the aforementioned groups.

LEGISLATION AND
REGULATIONS

The President Should Urge the Federal
Reserve Board to initiate rulemaking to
extend the current record-keeping
requirements of section 202.13 and 202.3(e)
of Regulation B for business credit records
from 90 days to a period that will enable
private parties and enforcement agencies to
Implement the protections provided by the
Equal Credit Opportunity Act (ECOA). In
conducting this rulemaking, the Board should
consider whether recordceeping requirements
should vary for different loan amounts
different kinds of assistance or for larger or
smaller businesses, in order to ensure that no
requirement will decrease the availability of
credit to small businesses.

The President Should Urge the Federal
Reserve Board to initiate rulemaking to
extend the current record-keeping
requirements of section 202.13 of Regulation
B for business credit records from 90 days to
a period that will enable private parties and
enforcement agencies to implement the
protections provided by the Equal Credit
Opportunity Act (ECOA). In conducting this
rulemaking, the Board should consider
whether recordkeeping requirements should
vary for different loan amounts or for larger
or smaller businesses, in order to ensure that
no requirement will decrease the availability
of capital to small businesses.

The President Should Urge the Federal
Reserve Board to amend Regulation B to
require that all business credit applicants be
notified, in writing, at the time of application
that

The provisions of the Equal Credit
Opportunity Act ECOA apply.

The applicant has the right to request
the reasons for denial of credit.

Discrimination based on the race, color,
sex, marital status, national origin,
religion or age is illegal.

The President Should Urge the FeJeral
Reserve Board to amend Regulation B to
prohibit requests for marital status in cases
where property owned solely by the business
is being used to secure a business loan.

The President Should Urge the Federal
Reserve Board, Federal Deposit Insurance
Corporation, The Federal Trade Commission,
and the Comptroller of the currency to
expand their educational efforts directed at
creditors by explaining the requirements of
ECOA and Regulation B As well as the
special problems encountered by women
business owners in obtaining credit. In
addition, they should encourage creditors to
make a special effort in considering credit
for women business owners.

The President Should Ask Congress to take
the following actions.

Review veterans' preference programs
within agencies with a view toward
limiting their use, in order to achieve a
more equitable system fair not only to
veterans but also women.

Adopt the amendments to the U.S. Code
suggested by the U.S. Commission on
Civil Rights in the report, Sex Bias in the
U.S. Code. The Commission proposed
that a new section be added to Title 1 of
the Code as I U.S.0 Section I06(c) "Sex-
neutral (or nondiscriminatory) termi-
nology to be used in all legislative texts."
The section requires that all federal
laws, regulations and rules be written in
sex-neutral terms, unless no neutral sub-
stitute exists or unless the provision
refers to a physical characteristic unique
to a member of one sex.

Amend Internal Revenue Code 26 U.S.0
Section 1402(a) (5Xa) ... in community-
property states all for purposes of
Federal taxes. The statutory presump-
tion in favor of the husband be deleted
(26 U.S.C. I002(aX3Xa)) the gross income
and deductions of the owner of a business
or trade "shall be treated as the gross
income and deductions of the husband
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unless the wife exercises subs tantielly all
cf the management and control of such
trade or business in which use all such
gross income and deductions shall be
treated as (that) of the wife..."

Amend 26 U.S.0 Section 1402(a) (5) (a) to
state that gross business income and
deductions are to be attributed to the
spouse who actually exercises dominant
management and control of the business,
and, if amended.

Amend Internal Revenue Code 26 U.S.0
Section 2040(a)the estate tax code,
particularly the provision known as the
"widow's tax"which states that for the
purposes of estate tax, the full value of
all property held by a husband and wife
as joint tenants will be considered to be
part of the estate of the spouse who dies
first, unless the surviving spouse can
prove that she or he inherited the pro-
perty or contributed to its purchase "in
money or money's worth." The Code
should be amended to state "For the
purposes of this section, services per-
formed by a spouse shall be treated as
consideration in money or in money's
worth."

The President Should Direct the Internal
Revenue Service to adopt Section 1.1402(a)-11
of the federal tax regulations to reflect
proposed statutory changes in 26 U.S.C.
section 1402 (aXSXa).

Amend Social Security laws to reflect
the contributions actually made by both
spouses to ensure a fair return of bene-
fits for both spouses rather than having
one be a contributor and the other a
dependent.

Amend Title VI of the Civil Rights Act
to include the word "sex," after race,
color or national origin.

Amend ECOA to (a) permit the Justice
Department to have access to complaints
received by the enforcing agencies so
that it may file suit in appropriate cases
if an agency fails to do so, and (b) permit
all enforcement agencies to bring court
actions against violators if they so

7

choose, without having to refer cases to
the Justice Department.

Amend ECOA to provide for voluntary,
binding arbitration of complaints by
credit applicants against lenders as an
alternative to the administrative process
and litigation, alternatively, the agencies
should encourage lenders and applicants
to submit disputes to arbitration on a
voluntary basis.

Amend the statute to provide for
minimum damages in cases where credit
applicants prevail in court.

FEDERAL BUSINESS
PROGRAM ASSESSMENT

The President Should instruct the Secretary
of Commerce to

Direct the Office of Minority Business
Enterprise (OMBE) to undertake an
outreach effort for minority % men busi-
ness owners.

Recommend reconsideration of the
minority women entrepreneurs program
proposed by OMBE, and allocate
additional resources necessary for
impl.mentation.

Recommend a new focus on women
business owners through the Economic
Development Administration's (EDA)
University Centers program and to coor-
dinate such a program with other
agencies, particularly the SBA.

Recommend to Congress the allocation
of funds to EDA's technical assistance
program to develop additional technical
assistance and business management skill
programs for women business owners in
cooperation with other agencies.

The President Should Designate the SBA as
the lead agency in developing women's
business enterprise in coordination with
other agencies and departments. In
conjunction with that, SBA should

Continue its current National Women's
Business Ownership campaign.
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Establish within SBA an Advocate for
omen's Business Enterprise, who will be
responsible for a major and continuing
effort across all government programs
for women business owners, with
provision for an appropriate budget
allocation for such effort.

Encourage the Small Business Institutes
to recruit more female students as SDI
counselors and strive to serve a larger
percentage of women business owners
and to eliminate the requirement that
SB1 clients be SBA loan recipients.

Mobilize private sector support on behalf
of the advancement of women-owned
businesses in securing a fair share of the
nation's business.

Recruit more women, including minority
women, as SCORE/ACE volunteers, and
to develop a focus on women entrepre-
neurs as contractors under its "Call
Contractor" program.

The President Should Instruct these other
government agencies to take the following
act ions.

B

The Secretary of the Department of
Housing and Urban Development should
issue directives to all community deve-
lopment block grant entitlement reci-
pients providing information on the new
eligible activities authorized under their
1977 legislation, including the range of
project activities that can be undertaken
to assist small businesses, eligible local
recipients for these project funds and
special information on the needs and
problems of women business owners and
Increased business opportunities for
minorities and women business owners.

The Office of Management and Budget
to (1) work towards expanding and
modifying the Federal Assistance
Program Retrieval Service (FAPRS)
system so that it provides widely avail-
able, up dated and complete information
about Federal assistance programs and Is
able to produce lists of programs avail-
able to specific groups such as women;
and (2) develop a mechanism for
technical assistance to women business
owners in areas such as contract
interpretation, negotiation, compliance
criteria.
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MAY 10, 1988

CONGRESSMAN BILBRAY'S
OPENING REMARKS FOR THE SMALL BUSINESS COMMITTEE HEARINGS i

WOMEN'S BUSINESS ISSUES

ONCE AGAIN MR. CHAIRMAN I CONGRATULATE YOU ON YOUR LEADERSHIP TO
HOLD HEARINGS ON WOMEN'S ISSUES. REALIZING THE DIFFICULTY MANY
WOMEN HAVE JUST BEING IN THE WORK FORCE, I CAN ONLY BEGIN TO
IMAGINE THE COMPLEXITIES WOMEN OWNED BUSINESSES MUST DEAL WITH ON
A CONSTANT BASIS.

I ANXIOUSLY AWAIT TODAY'S TESTIMONY IN ORDER TO BETTER UNDERSTAND
THE WORLD OF WOMEN OWNED BUSINESSES WITH THE HOPE THAT WE
IN CONGRESS HAVE BEEN OF ASSISTANCE; AND IF NOT, THEN WHAT WE CAN
DO TO BE OF GREATER HELP.

4 ,' i sA. 11.,i
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Statement of Senator Carl Levin

on

Equal Credit Opportunity and Women Busines Ownera

May 10, 1988

I would like to thank the Committee for the opportunity

to express my support of efforts to facilitate and promote

the interests of women business owners. I commend the

Committee and the participants in these hearings for their

work in this area.

My own State of Michigan is well represented today by

Barbara Gentry, Director of the Women Business Owner

Services Office within the Mich'gan Department of Commerce.

This office bas made impressive strides in calling attention

to the importance of women owned businesses to the strength

of our economy. Moreover, it has been invaluable in

pinpointing the obstacles facing such businesses and in

assisting women business owners to breakdown and overcome

these obstacles.

As a result of work done by this commendable

organization, I presented testimony during the 99th Congress

2t;
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to the House Small Business Committee on the Equal Credit

Opportunity Act, H.R. 1575. At that time, I was a cosponsor

of the Senate legislation, S. 1846. Barbara Gentry and the

office under her direction had conducted a series of

hearings held across Michigan. The hearings were part of a

comprehensive study to determine the problems women face

when establishing and/or operating their own business. The

study and the hearings brought to the forefront the

underlying forces which cause women business owners to

compete on a less than level playing field. The vital

information from this study was presented to the Committee

with recommendations for necessary changes.

The State of Michigan has continued in its praiseworthy

efforts on behalf of women business owners. The appearance

of Ms. Gentry today to take part in these important hearings

is another example of their commitment to this cause.

As a member of the Senate Small Business Committee, I

am very plessed with the work being done to strengthen this

vital economic base. Women owned businesses are a dynamic

force available to diversify and enhance the economy. It

makes good economic sense and is sound public policy to make

sure these businesses are not undermined by unfair

practices.

4'
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Mr. Chairman and estemeed members of the House Small Busllsolis

Committee, as the Director of Women Business Owners Services, in

Michigan's Department of Commerce and as a business owner for the

past 13 years, I want to thank you for this opportunity.

Women Business Owners Services has recently been recognized by

the U.S. Department of Commerce as the most outstanding program

In the U.S. providing the most comprehensive econcmic development

inititatives for women entrepreneurs. It is from this experience

that the following testimony is presented.

Our free enterprise system is based on the premise of equal

opportunity for all. But for small businesses in start up or

business growth stages, access to capital is not level playing

field. Traditional bank lending policies have a discriminatory

impact on young companies which have not accumulated sufficient

assets or resources to meet the lender's loan criteria. This is

especially true for service sector busi because they

I :
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few tangible assets which banks require as collateral for

most loans.

This banking standard has a disproportionate impact upon women-

owned businesses. Eighty-four percent of the businesses owned by

women are in the category of service, wholesale or retail. They

are the businesses which, in banking terms, have soft assets -

companies with little or no tangible assets, such as machinery or

equipment. Because women are starting businesses at a rate four

times greater than men and continue to be the fastest growing

segment of small business, the narrow focus of lending policies

artificially harnesses the growth and increased potential for job

creation.

These policies have a profound Impact in the early stages of

women-owned start up businesses. A woman's traditional position

in the work force has limited not only her management experience

but also her income and, therefore, the amount of collateral or

2 i A
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assets she has been able to amass. A well known rule of thumb

is, "In order to get money, you must have money." Lenders

require borrowers to not only have collateral for loans, usually

1-5:1, but also to invest their own cash or risk into the

venture. Women traditionally do not have sufficient assets,

access to financial markets, or even access to family assets.

Perceptual discrimination further limits access to capital. In

July 1986, Michigan held four public hearings concerning access

to capital for women business owners. Testimony given by the 435

women business owners identified one overriding concern. In

their opinion, women do not have equal access to credit and are

discriminated against in the business and loan process. Lenders

perceive women-owned businesses as high-risk investments due to

misperceptions about women's ability, experience and commitment

to operate successfully. Women are therefore charged excessive

amounts of interest and collateral - up to five times the amount

of the loan - ..nd co-signatures are required from husbands,

3
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fathers, or sons when women have attained personal credit in

comparable amounts.

Supporting this testimony, the American Management Association

found obstacles disappearing and borrowing suddenly became

possible when women approached the banking environment with

support or assistance from their spouse, family members or male

friends.

A Touche Ross Michigan study surveyed 3,500 women business owners

and received responses from 16% (621). This survey showed that

while 69% of these women business owners approached banks and

lending institutions, only 14% of the capital used to start their

enterprises came from lenders, with more than 70% coming from

savings and earnings, and another 15% fro friends, relatives and

private investors.

4
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This reliance on their own earnings and savings, despite the

traditionally low earning power of women in the work force,

resulted in 80% of the businesses being capitalized at under

$20,000. Only 5% of the women in the survey started their

businesses with more than $75,000.

These Michigan businesses were not pert -time ventures or home-

based enterprises with no plains for expansion. The survey showed

that 66% of the respondents are corporations, 86$ operated full-

time ventures and that 80% leased or owned space. Most

important, from an economic development perspective, was the fact

that almost half (47%) were considering expanding in 1987.

It is critical to point out that the data collected from IRS

about the revenue of women business owners is incomplete. The

8100-200 billion annual revenues represent sole proprietorships,

partnerships and sub chapter corporations only. The data does

not reflect the U.S. corporations owned by women. In Michigan in

5
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1983, IRS reported that 111,620 women-owned non farm Dual

created $10.0(,487,000 in sales. The recent Touche Roes survey,

polling the top 50 women business owners, indicated that their

corporate revenues for 1986 exceeded 867 million. Therefore, the

actual economic impact of just these 50 additional corporations

would almost double the gross revenues reported by IRS in 1983.

The information learned from tne Touche Ross survey regarding

collateral in the Michigan study highlights the problems women

have accessing traditional sources of capital. This is

particularly true in states whete the banking institutions are

heavily oriented to asset-based lending. Of the 48% who had bank

loans, the business owner's plant and equipment were the

frequently mentioned (47%) sources of collateral, followed by

their house or car (31%) and business-owned receivables (30.1).

In terms of the level of collateral required, the majority (75%)

indicated that the amount was equal to or greater than the sum of

the loan, with 36% indicating collateral requirements greater

6
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than the loan total. Of those, 42% indicated that the collateral

was higher than 200% of the loan amount. Fifteen percent

indicated having to offer collateral that exceeded 500% of the

loan amount.

As a result of these barriers, the area A' greatest risk for

women business owners continues to be the necessity to start

under capitalised busineseee which significantly reduces their

ability to be competitive.

GROWTH CAPITIL

The impact of under - capitalization and lack of capital from

traditional sources limits the potential of growth for woxen-

owned busi . As businesses expand, growth capital, the

permanent working capital needed to sustain growth, 'a not

available either internally or externally. Data gathered in the

Touche Rosa survey (see graph below) indicates that 31% of the

7

,



272

companies that started with less than $20,000 in capital were

grossing over $100,000 in 1986. While 65% of the companies that

started with $20,000 or more in 1983 were grossing over $100,000.

Percent of Firms
N1th

1986 Sole,

Lao Then
$100. 000

1908 Soles
Lem Than
$250, 000

389

UNDER CAPITALIZATION IMPEDES GROWTH

86%

Less Than
$1, 000

$10, 000 $20, 000

2 it'

1983 Capitol Resource,

8

$75,000 Plus
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During the past year, the National Development Council conducted

four intensive financial management classes entitled 'Taking Care

of Busineaah for women entrepreneurs in Michigan. Attending were

seasoned business owners with a minimum of three years ownership,

more than $100,000 in assets and growth oriented.

Overwhelmingly, the participants were experiencing the effects of

under capitalization and the need for growth capital.

In the Michigan Touche Ross survey, over half (52%) of these

Michigan business ownets were operating without a bank loan of

any kind. Yet, these were not new businesses. Only 8% of the

survey respondents had been in business for less than two years.

Sixty -four percent had been in existence for at least five years,

with 32% of these more than ten years old. In terms of size, 41%

of the respondentb indicated that their Duel grossed sore

than $100,000 a year, and 54! employed more than four full-time

and part-time employees, in addition to themselves. Almost one-

fourth (23%) employed more than ten workers. The major barrier in

9
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obtaining capital is again an 155110 of tangible aseeta and the

perception of risk on the part of the lender.

The SBA (Ta) guaranteed loan program was originally deaigned to

assist young businesses in growth stages and encourage lenders to

expand their loan port'olio to include riakier companlea in early

growth stages. However, the guaranteed loan program is deaigned

for fixed arseet companies. In recent years it has become even

more conservative. Lenders in certain regions now say that the

guaranteed loan program's criteria are now so ooneervative that

they are comparable to the bank's existing loan critera.

Nationally, women-owned business start ups are experiencing a

growth rate of 9.4$ annually. This impact on public policy la

profound in terma of growth creation. Yet this extraordinary

growth is being artificially restrained by the unavailability of

capital.

10
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CAPITAL BEYOND CONVENTIONAL BANE LOANS

Many states are moving to meet increasing market demand for start

up or growth capital loans for businesses with few tangible or

soft aesets. Some of the most creative programs are being

developed in Michigan. Through its innovative Michigan Strategic

Fund, the state is using scarce public resources not to build a

bigger bureaucracy, but to unleash private capital for small

business needs and fill existing financing gaps.

The State of Michigan has implemented two major initiatives --

the Capital Access Program and the BIDCO Program -- to increase

access to capital for small and medium-sized Michigan businesses.

While these programs will have a broader impact, we believe they

hava special potential for assisting women-owned businesses in

obtaining needed capital. Both programs focus on the approach of

using limited public resources to leverage large amounts of

private capital, and rely on attracting and using private- sector

expertise.

11
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The Capital Access Program is a flexible and extremely

nonbureaucratic program which gives banks a tool to make business

loans that are somewhat riskier than a conventional bank loan, in

a manner consistent with safety and soundness. While the program

is based on ftn insuring concept, it is fundamentally different

from the traditional type of insurance or guarantee program, such

as the SBA T(.) loan guarantee program. While the SBA Program is

based on a loan by loan guarantee, the Capital Access Program is

based on unique portfolio insurance concept. Banks have used

the program in many cases to make loans that met their

conventional criteria, except for collateral.

To date, 100 companiei have been financed under the program since

the program's launch 1, August 1986. This barely scratches the

surface of the program's potential. Indeed, the volume of

lending has been expanding dramatically in recent months, ;and is

expected to continue to expand. Thus far, some 208 of the loans

have been made to women-owned businesses, and new efforts are

2 ol
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underway to increase the use of the program for women-owned

businesses.

BIDCOs are a new type of licensed and regulated private financial

institution which can play a major role in providing unsecured or

subordinated debt for growing businesses. BIDCOa are designed to

fill business financing needs that are too risky for bank

financing but which cannot provide the super high rates of return

sought by venture capitalists). While the State of Michigan has

taken the lead in catalyzing the formation of this new industry

of financial institutions, BIDCOs are based on private market

principles, and are depending for their success on private sector

talent, decision making and captial. Many other states are

looking to copy Michigan's BIDCO Program.

It is anticipated that within five years, a diverse industry of

20-25 !UDC°s will be operating throughout Michigan. One of the

BIDCOs in advanced formation stage is a women-owned BIDCO which

13



278

Is identifying its primary market focus as servioe businesses

with soft assets and women-owned businesses.

I would like to submit for the record detailed papers on the

Capital Access Program and the BIDCO Program. These papers were

prepared by the Michigan Strategic Fund, state agency which has

taken the lead in developing and implementing these programs.

What I want to stress here is the value and market potential of

women business owtsrs. Savvy profited-oriented companies in

Michigan like Touche Boss Accounting A7ency have recognized it.

Their commitment is not the least bit altruistic. It is about

growth potential - theirs as well as their clients. It is

imperative that public national policy makers - such as

yourselves - think strategically in our changing economy to

maximize this resource - the fastest growing segment of small

business. Women sole proprietors contribute between 100 and 250

billion dollars to the national economy in ',Pita of all the

14
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restrictions mentioned earlier in this testimony. What kind of

growth and impact could be created without the hindrances? The

strong participation of this vigorous segment not only

contributes more diversity and resilience in our economy -- it

vests even more actors with vital stake in staying competitive

and an interest in making our national economy strong.

To ooncluds, I have eight specific recommendations. Their

enactment by Federal Regulatory Agencies would do uoh to open

doors now closed to women business owners, and unlock their

potential for job creation and economic growth:

1. Adopt a specific affirmative action program to help

women business owners overcome traditional 'ending

practices that limit their access to financing.

15
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2. Support the present legislation introduced by

Representative John J. Lafalce and Representative Lindy

Boggs regarding the Equal Opportunity Credit Act of

1974.

For women-owned businesses, the Equal Credit

Opportunity Act of 1974 (ECOA) is a missed opportunity.

It bad the potential to eradicate barriers that have

limited the ability of women-owned businesses to

acquire business credit. Although the act requires

financial credit institutions to asks credit available

equally without regard to sex or marital status, many

of its provisions have been interpreted not to apply to

business transactions.

3. Expand the bank examination process to examine for

compliance with the ECOA's prohibition against sex

discrimination in business lending and to include data

16
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collection on commercial loaner granted or denied to

women business owners.

4. Develop a rating system to be incorporated into the

examination and implementation of the Community

Reinvestment Act to measure the impact of the lenders'

loan practices toward satisfying the credit needs of

women business owners.

5. Sponaor educational programs instructing lending

lnatitutlone how to review loan packages for soft street

companlea based on cosh flow analysis, rather than

met-based financing.

6. Reverse the conservatism of the SBA 7(a) guaranteed

loan program and develop new policy that refleota the

borrowing needs of today's economy to include Boa

*Beet losna particularly for women bualnees owners.

17
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7. Improve the quality and information about email

business growth in the United States by expanding the

County Business Pattern data to include women-owned

statue and busineaa type, sole proprietorship,

partnership or corporation. (Publ.ahed by the U.S.

Department of Commerce, Bureau of Census.)

8. Enact Legislation authorizing the implementation of a

National Capital Access Program, and a National BIDCO

Program for women business owners, based on the models

being developed so successfully in Michigan.

I look forward to the day when women entrepreneurs are free to

focus their energies and talents on growing their busineaaea and

creating jobs, instead of pushing the rock of aystemetio and

perceptual prejudice up the hill again and again. With your

help, we can give women buaineas ownera the tools they need,

Thank you.

18
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MICHIGAN STRATEGIC FUND CAPITAL ACCESS PROGRAM AND BIDCO PROGRAM

(Business and Industrial Developmc.!rt Col porationsi

EXECUTIVE SUMMARY

Women Business Owners in Michigan own 36% of the businesses and are the
fastest growing segment of the small business community. Women are starting
businesses five times fas'er then men. It has been projected that women will

own 45$ of the businesses by 1990.

in spite of this phenomenal growth rate women entrepreneurs! major obstacle

In the development and expansion of their businesses Is equal access to
capital.

In March and May of 1985, Doug Ross. Director of the Michigan Department of

Commerce, met with 35 top women business owners from around the state to
discuss issues and strategies. The number ono concern of this group was
their difficulties In obtaining financing.

The testimony given by the women at the four public hearings identified one
overriding concern. In their opinion, women do not have equal access to
credit and are discriminated against ir the business and commercial load
process. Lenders perceive women owned businesses as high risk Investments
due to misperception about women's ability experience and commitment to
operate successful businesses. Women are charged excessive amounts of
Interest and collateral (up to 5 times the loan amount) and cosignatures are
required even from women who have attained personal credit In comparable
amounts. Furthermore, 84$ of the businesses owned by women are in the
category of service, retail or wholesale, and in banking terms, hava "soft
essets" which lenders perceive as poor collateral for loans. Therefore, due
to the type of buisness owned by women, additional discrimination due to
perception Is experienced.

Existing laws such as the Equal Credit Opportunity Act prohibit
discrimination based upon age, sex, race or religion and have significantly
Improved womens ability to obtain personal loans. Unfortunately,
legislation did not go far enough and due to certain exemptions granted
lenders from the requirements of Regulation B of the Federal Reserve Board.
have made it easier to deny commercial and business credit to women or offer
loans with discriminatory terms.

88-199 0 88 10
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Women Business Owners Services
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BUILDING THE aimumumil
Unlaashing_eclxideSaglial for BuSIllaSs

Exannign_angLOS,Eadimi

Jntroducticifl

A new industry of private financial institutions Is being built In Michigan
designed to help meet the financing needs of small and medium sized Michigan
businesses. Meny sound businesses are unable to obtain growth capital because
their financings are viewed as too risky for conventional bank lending, yet
cannot provide the super high rates of return sought by venture capitalists.

BIOCOs (busin3ss and Industrial development corporations) are a new type of
licensed and regulated private financial institution well suited to fill this
financing gap. High caliber people from the private sector are seizing the
entrepreneurial opportunity to form BIDCO,, and substantial private equity
Investment In BIDCOs has already been raised.

In May 1986, the Michigan BIDCO Act became law. This Act provides for the
ilcens,ng and regulation of BIDCOs by the Michigan Financial Institutions
Bureau.. In June 1986, the Michigan Strategic Fund adopted Its program to
catelyze the formation of BIDCOs by Investing up to S2 million per BIDCO,
contingent on the BIDCC then raising private equity In at least a 2 to 1
match.

While the State of Michigan has taken the lead In catalyzing the process, the
BIDCO Program Is based on private market pr nciples, and depends for Its
success on private sector talent, decision making and capital. And indeed,
the private sector is responding to the challenge. Already the Strategic Fund
has made commitments to invest In three specific BIDCOs In formation.

Numerous other prospective BIDCOs are In the pipeline, and Interest by new
potential BIDCO organizers continues to Increase all the time.

It takes a lot of time and effort to put together a BIDCO. But if the
momentum continues to develop, the prospect of having a diverse Industry In
Michigan of at least 20-25 BIDCOs within 5 years can become a reality.
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Banks play an Important role In the financing of businesses. However, given

the nature of 'Mei,* capital structure and their regulation, they face
significant constraints In the types of financings that they can provide.

Banks get most of their capital from deposits. By taking deposits, In effect
banks borrow money from their depositors, and they do this against a
relatively small equity base. Thus the debt to equity ratio for a bank may be
roughly 15 to 1. In addition to banks being heavily leveraged financial
Institutions, they are also heavily regulated institutions, by both state and
federal agencies.

As a result of these factors, bank lending to businesses has focused on what
can be called the low risk/low return end of the business financing spectrum.
Annualized ifAIS rates may run at 1/2 of 1% or less, and normally the interest
rate on bank loans will not exceed a few percentage points above prime.

Venture capitalists, on the other hand, focus on what can be called the high
risk/high return and of the business financing spectrum. Venture capital

partnerships are well suited to take high risk because typically they don't
borrow money and thus have a zero debt to equity ratio. Venture capital funds
typically invest their capital In an equity form, and may expect to sustain

losses on a third of their investments. In judging whether a particular
company will qualify for an Investment, venture capital funds typically will
not even consider making the investment unless there Is a prospect of the
Investment providing a 35%, 40% or 50% compounded annual return.

Because of losses and shortfalls, most investments by a venture capital fund
will not actually achieve such rates of return. However, the key point Is
that venture capital funds will normally not even consider an Investment
unless they believe there Is a prospect for such a return. By targeting a
35%, 40% or 50% compounded annual return on investments, venture capital
partnerships seek to actually provide a 20%-25% return to their investors (the
limited partners), once losses, shortfalls, overhead, end dilution (from the

general partners taking a share of the profits) are taken into account.

Given the dramatic effect of compounding, If a venture capital fund Is to
obtain a 40% compounded annual return on an equity investment which cashes out
after 7 years, the fund must get back more than 10 times Its original

investment. (If it takes 10 years to cash out, a multiple of 29 to 1 would

have to to achieved.) Thus venture capital funds focus their Investments on
companies with super rapid growth potential that have a prospect of going
public or being acquired within a 5 to 7 year period. To a large extent,

venture capital partnerships have emphasized high technology companies. Given

the criteria used by venture capital funds, the overwhelming majority of
companies have no real prospect of attracting venture capital financing.
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There Is a large gap betweei the low risk/low return debt financings that

banks are positioned to provide, and the high risk/high return equity type
financings that venture capitalists provide. Thus many small and medium zized
businesses have financing needs that are too risky for conventional bank
lending, yet cannot provide the super high rates of return sought by venture
capitalists. The financings of many such ousinesses indeed could meet a
private market test on the risk/return spectrum, yet such companies often
cannot obtain the financing because there is no existing type of private
flnan.lal Institution well suited to serve this moderate risk/moderate return
niche. This Is the gap that the emerging BIDCG industry Is designed to fill.

From the perspective of economic development and Job creation, the moderate
risk gap Is important to address, because frequently the growth capital needs
of small and medium sized businesses fall within this gap. Capital for
expanding businesses often falls within this gap because a growing company
frequently will not have the collateral to fully back up the financing of its
growth. Whereas banks tend to focus on well secured financing, BIDCOs will
often take unsecured or subordinated positions. BIDCOs will rely more on cash
flow, management competence and performance of its portfolio companies. In
addition, compared to banks, BIDCOs will tend to be structured to provide a
much greater degree of hands on support and management assistance, In order to
reduce risk and facilitate the growth of its portfolio companies.

Iha_St[UGIM01_41 lawatmaniE_marle BY QUICOs

BIDCOs have tremendous flaxibility in how they structure financings of
businesses. Businesses can receive financing from a BIDCO in the form of
straight debt, straight equity, royalties, debt with equity features, or
virtually any rype or combination of financing that makes sense for both the
business and the BIDCO. Given the fact that BIDCOs will be filling the gap
between banks, which focus or, providing debt financing, and venture
capitalists, which emphasize equity financing, In many cases a BIDCO's
financings may be In the form of a combination of debt with equity kickers.
Equity kickers can take any number of forms, Including, for example, warrants
to acquire stock, a percentage of net income, a percentage of cash flow, a
percentage of sales, or convertible debentures. Whatever the structure, the
key concept Is that in addition to getting specific interest income from a
financing, a BIDCO, through equity kickers, can also share to some extent In
the success of the company, in order to approprlatoly compensate the BIDCO for
its risk.

7or example, a BIDCO might make a loan of, say, 11% to a company, but with
equity kickers targeted so that If the company is successful, the BIDCO may
receive an overall 20%-25% compounded annual return on the Inveement. (It iz
Important to emphasize that this example is illustrative only, and that In
addressing the broad gap between banks and venture capital, many other
combinations of assump.lons aro possible.) A 20%-25% return on an individual
financing Is obviously a lot more than a bank seeks, but much less than a
venture capital fund's target rate. And the BIDCO'; return can be achieved
while still being very affordable to the company, and sensitive to the
company's cash flow needs.
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Because the type of financing that BIDCOs will provide is different from, and
complementary to, that provided by other financing sources, there are many
possibilities for complementary relationships, including the potential of
doing deals together. As an example, assume that a company needs to borrow
$900,000 to accomplish Its growth needs. Assume also that $600,000 of this
can be supported by strong collateral and could be provided by a bank, if only
the additional $300,000 can be raised. In such a situation a BIDCO might put
together a package, with the BIDCO providing $300,000 in unsecured
subordinated debt and with a bank providing $600,000 in well secured senior
debt. The BIDCOls participation makes the whole deal possible. Clearly in
this situation the BIDCO Is taking more risk than the bank, because of the
BIDCOls subordinate position. To compensate for this added risk, the BIDCO
takes an equity kicker.

We have identified several good examples of existing financial institutions
which are already successfully making numerous investments in this moderate
risk/moderate return niche by use of subordinate debt with equity kickers.
These examples include: 1) Massachusetts Capital Resource Company, located In
Boston; 2) Allied Investment Corporation, located In Washington, D.C., an
SBIC subsidiary of Allied Capital Corporation (which Is a hold g company with
a number of financing vehicles); and 3) Capital South Corporation, located In
Charleston, South Carolina. While these financing entitles provide strong
confirming evidence of the market opportunity represented by the moderate risk
niche, what is so unique about the BIDCO concept Is that Instead of being
isolated investment companies which happen to make loans In this niche, the
BIDCO concept provides a capital structure, regulatory mechanism and focus
upon which an entire new Industry of financial institutions can be built.

The BILICOls Capital Structure - Mgdpst Leverage

A key to the ability of BIDCOs to address the moderate risk/moderate return
niche, while at the same time achieving a good return to Investors in the
BIDCO, will be their ability to moderately leverage themselves by borrowing
money. Whereas a bank might leverage itself 15 to 1 through deposits, and a
venture capital partnership will typically not borrow at all, BIDCOs may seek
to achieve debt to equity ratios up to, say, 3 to 1. It Is anticipated that
this leverage would be achieved gradi.ally over a period of years. The concept
Is that a BIDCO would start out with capital provided by its equity Investors,
and develop a portfolio of investments to diversify Its risk. At that point
the BIDCO would begin to borrow money In stages from major institutional debt
sources, achieving Increasing leverage as the B1DCOis operating experience and
track record justify.
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The actual degree of leverage that a BIDCO would achieve over time would
depend on many factors, Including, for example, the quality of the BIDCO's
management team, the BIDCO's market niche, the risk of Individual financings,
the relationship between average size of loans and total equity, the BIDCO's
balance of current income versus future Income, and ultimately the BIDCO's
actual track record as Indicated by loss rates as well as earnings on
successful deals. The business plans of some BIDCOs may appropriately
contemplate achieving a debt to equity ratio of substantially less than
3 to 1.

Leverage Is a crucial factor In a BIDCO's business plan. If a BIDCO borrows
money at, say, 14, and Invests those funds with a 20-25$ return, such a
margin cen dramatically Increase the BIDCO's rate of return on Its equity
capital. By taking advantage of leverage, a well managed BIDCO .hould
typically be ale to provide a return to equity Investors which is as good as
or better than a venture capital partnership would return to Its equity
Investors (its limited partners). Leverage enables the BIDCO to accomplish
this without having to target the super high rates of return sought by venture
capital funds on Individual Investments. At the same time, because BIDCOs
will be much less leveraged than banks, BIDCOs will be able to take
substantially more risk on Individual financings than a bank can take.

3101.1canalagancLilagalailaaatitlinia

The licensing and regulation of BIDCOs will be the responsibility of the
Michigan Financial Institutions Bureau, the same agency that charters and
regulates state chartered banks, savings and loan associations, credit unions
and other entities. Unlike bank regulation, the regulatory system created by
the Michigan BIDCO Act Is not designed to prevent BIDCOs from taking risk on
Individual financings. The regulatory system, however, does focus on
preventing fraud, conflict of Interest, mismanagement, and on promoting
accurate recordkeeping and appropriate communication with shareholders. The
regulatory system Is also designed to prevent a BIDCO from investing too much
of its capital In any one company. The licensing and regulation system
Includes annual examinations, and provides real enforcement powers such as
cease and desist orders and other tools.

The licensing ad regulation of BIDCOs Is designed to assist a BIDCO in
raising capital by providing comfort to prospective equity Investors and debt
sources for the BIDCOs. For example, major institutional debt sources such as
pension funds, Insurance companies and banks, who are all licensed and
regulated themselves and have fiduciary responsibilities, will take a measure
of comfort In knowing that they are lending to an entity that is also licensed
and regulated In a manner to protect their Interests. In addition, from a
longer term perspective, it Is an explicit purpose of the regulatory system to
safeguard the reputation of BIDCOs as a class of private financial
Institutions -- as an industry. This will continue to have benefits In
attracting additional capital sources. The concept of development of a strong
"Industry" Identification of BIDCOs Is an Important concept of the whole
program, and the licensing and regulation system supports this theme.
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There Is an additional explicit benefit that the licensing and regulation
provides. As licensed and regulated lending institutions, BIDCOs will be
eligible to apply to the United States Smell Business Administration (SBA) to
become approved lenders under the SBA's 7(a) loan guarantee program. Under

this program SBA guarantees up to 90% of a loan, and the guaranteed portion of

these loans can be sold on a national secondary market. Using this process, a

BIOCO can obtain additional funds for lending, while retaining an interest
rate spread between the rate they must pass through to the secondary market
purchaser of the guaranteed paer and the interest rate received on the actual

loan to the business.

SBA 7(a) loans are pure debt vehicles, and SBA's criteria for guaranteeing
loans are generally conservative. For example, they place substantial

emphasis on collateral. Thus there Is a real limit on the degree to which a
BIDCO can use the SBA 7(a) program to address moderate risk growth capital

financing needs. However the SBA program can provide a useful means for a
lender to stretch out the term to maturity of e financing of a business. The

business plans being developed by some BIDCOs In Michigan contemplate use of
the SBA program, while others do not plan to use it.

For boss BIDCOs for which the SBA program fits In with their business plan,
the program has the potential of being a valuable additional tool. In

general, however, even for Michigan BIDCOs that plan to take advantage of the
SBA program, it Is anticipated that a relatively small percentage of the
BIOCO's capital will be devoted to this window.

This contrasts sharply with the experience In California, the one other state

that has had a BIOCO licensing and regulation statute. The California

licensing statute was passed In 1977. To date, the California BIDCOs have
exclusively devoted themselves to participating In the SBA 7(a) Program.
Prior to 1966, these BIDCOs demonstrated an ability to effectively and
profitably use the SBA program. In 1986, Congress enacted legislation to
reduce the guarantee percentage from 90% to 85% for loans above $155,000.
This substantially reduces the leverage and profitability for a BIDCO melting

and selling SBA loans. Given this change, and given continued uncertainty
regarding additional potential changes In that program, it has been difficult
for the California 81000s, which have a track record, business plan, and staff
geared solely to do SBA loans, to raise additional capital to sustain their

volume of lending.

These problems encountered by the California BIOCCs will not be applicable to
Michigan BIDCOs, because Michigan BIDCOs wIll in no way be dependent on the

SBA program. While the SBA program has the potential of being a valuable tool
as one part of a diversified BIDCO, a business plan heavily dependent on the
SBA program would create substantial obstacles.

9 ti
41.. 6
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Potential Sources_for Eaulty Investment jo_BIDIMI

A basic premise of the BIDCO concept Is that Investing In a BIDCO can be an
excellent Investment for institutional investors and wealthy individual
Investors. The BIDCO niche presents a substantial market opportunity, and the
capital structure and regulatory mechanism are well suited to take advantage
of this opportunity. If a BIDCO has a good management team and a good
business plan, It should present a good long term Investment opportunity.
Such an investment would have excellent prospects for a good return, and
relatively low risk. Potential investors In BIDCOs Include, among others,
banks, savings and loans, corporations, pension funds, Insurance companies,
foundations, investment bankers, commercial finance companies, leasing
companies, utilities, and sophisticated Individual Investors. In addition to
In -state sources, the emerging BIDCO industry should be able to attract
capital from around the country, and even some foreign investment.

In addition to the potential of being a good Investment, many of these types
of Institutional investors may have good strategic reasons for Investing in
BIDCOs. For example, because of the complementary relationships possible
between a bank and BIDCO, with the potential of referring customers io each

other and doing deals together, a bank may be interested in investing In one
or more BIDCOs In order to help develop such complementary relationships.

lhallichlon_Straftic F=01_13'012

The emerging BIDCO industry Is based an strong market principles, and can
attract high quality management and substantial private capital to meet a
strong market opportunity. The major obstacle Is the novelty of the concept.
While an excellent case can be made that investing in a BIDCO can be a good
long term investment, It Is always difficult to raise equity capital for
something this new. For this reason, the Michigan Strategic Fund (NSF) Is
helping to catalyze the formation of BIDCOs by taking a lead role in
communicating the vision, providing technical assistance to BIDCO organizers,
and being an equity Investor In BIDCOs. Under the MSF's BIDCO Investment
Program, the MSF will make equity Investments of up to $2 million per BIDCO,
contingent on the BIDCO organizers then raising at least $2 In private emuity
for every SI of MSF investment. In order to emphasize that BIDCOs are private
Institutions, with private sector management and decision making on
Investmen s, the MSF's stock will be nonvoting stock, convertible to voting
status If the MSF sells the stock. In addition, In order to express our
confidence in our Investment decision, and to give a boost to private
investors, a portion of the MSF's stock will be subordinate In status to the
private equity, In the unlikely event of a failure and liquidation of the
BIDCO. The MSF will share fully In upside returns.
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The MSF's investment decision is based on a thorough review of the management
team and the business plan, and a determination that the investment is a good
investment from a private market perspective. This thorough approach is
helping the MSF to gain credibility within the private sector, which enhances
the value of the MSF's commitment in giving a boost to the private fund

raising process. It is also helping to ensure that the BIDCOs actually being
formed will be of the highest quality, thus maximizing the prospecs for long
term growth and success for the Michigan BIDCO industry.

The MSF's long term objective is to catalyze the process of forming BIDCOs,
and ultimately to sell Its stock In BIDCOs at a profit, leaving behind an

Industry of permanent private institutions operating without any MSF

Investment.

Private Sector Respoose

The private sector response to Michigan's BIDCO Program has been remarkable.
Tremendous interest has developed from numerous high caliber people seeking to
form and manage BIDCOs. This Interest Is coming from poop! : with a variety of
backgrounds, including, for example, bankers and former bankers, financial
consultants, management consultants, investment bankers, accountants, and

lawyers. A common link among these people Is that their experiences have
given them a real appreciation of the financing needs of businesses and the
huge market opportunity that exists for a financial institution poised to
address the moderate risk niche. They are stimlatiod by the excitement of
crea.ing this new Industry, and the entrepreneurial prospect of being well
compensated for their efforts, both from salary and a piece of the action.
While tremendous Interest has already developed In the formation o$ BIDCOs, we
believe that this Is only the beginning, and that interest will continue to
mushroom.

The MSF originally allocated S12 million of its resources to invest In BIDMI.
Given the tremendous private sector response, the MSF Board, In September
1987, increased this allocation to $24 million. If interest continues to
increase, the Board may consider an additional allocation.

To date, the MSF Board has committed to Invest a total of S6 million of the
S24 million allocation, by committing the maximum S2 million each to three

BIDCOs In formation. It Is estimated that over the next 10 years, these three
BIDCOs will together provide $250 million In financings to Michigan

businesses. The three 81000s that the MSF has committed to thus far are as

follows:
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Onset BIDCO, located In Farmington Hills, Intends to focus on the fulocing
needs of Michigan businesses which provide Innovative products, coital
equipment or services to major durable goods manufacturers. Onset is seeking
to raise Se In private equity capital, a majority of wnich has already
been raised. Cirysler Corporation has made a commitment to Invest $4 million
In Onset BIM. Onset's primary market area will be Southeastern Michigan.

Arcadia BIDCO located In Kalamazoo, intends to focus on the financing needs of
a broad base of businesses and industries, primarily serving companies with
annual sales ranging from 1300,000 to 13,000,000. The primary market area
will be the Kalamazoo and Battle Creek metropolitan areas, but Arcadia BIDCO
will also serve the entire Southwest Michigan area. Arcadia BIDCO has
completed Its private fund raising, securing $4 million In private equity, and
expects to be operational In the near future.

LGA Capital Resources BIDCO, located In Troy, Intends to emphasize the
provision of financing for corporate turnarounds. LGA Capital Resources BIDCO
will serve primarily Southeastern Michigan, but also expects to finance a
substantial number of comranies In other parts of the state. LGA Capital
Resources Is seeking to raise S6 million In private equity.

An important feature of the emerging BIDCO Industry In Michigan is the
tremendous diversity that Is developing among BIDC0s. While a central common
theme Is addressing the moderate risk niche, within this niche there is
substantial diversity. This diversity extends to geography, market niche,
size of financings, size of companies being flnenced, structure of financings,
amount of equity capital to be raised, anticipated degree of leveraging,
management ,pproach and other items.

Attachments

Attached to this paper Is a detailed paper specifying the MSF's parameters for
investing In BIDC0s. Also attached is e a copy of the licensing and
regulation statute, known as the Michigan BIDCO Act.
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eiaco INVESTMENT PROGRAM

BASIC ORJECTIVBB

The purpose of the MSFIs BIOCO investment F ogram Is to catalyze the formation
of a new Industry of private financial institutions al Michigan, designed to
fill the middle risk financing gap between conventional bank financing and
venture capital financing.

The NSF believes that from a private market perspective, Investment In BIDCOs

can be goad investments, with excellent returns and relatively low risk.
However, obtaining initial equity capital for anything novel, such is a BIDCO,
can prove difficult. Thus to catalyze the formation of BIDCOs, the MSF Is
prepared to make equity investments in BIDCOs. If after a rIgorcus analysis
of the business plan and the experience and qualifications of the management
team of a prospective BIDCO, the NSF makes a commitment to make an equity
investment, the ability of the prospective BIDCO to then raise capital from
private equity sources will be enhanced. In addition, In order to express Its
confidence in the Investment, and provide a psychological boost to help the
BIDCO obtain private equity Investment, the MSF Is prepared to take an extra
portion of the downside risk In the event of the liquidation of the BIDCO.

A major objective of the MSF Is to obtain substantial leverage from the funds
that it invests In BIDCOs. In addition to private equity requirements,
additional leveraging should be anticipated, such as by the BIDCO being able
to borrow money after it has had some operational experience, or possibly
through selling the juarante pc.-tlons of SBA guaranteed loans. Ultimately
It Is the objective of the MO to 13ii Its stock In a BIDCO at a profit,
leaving behind an ongoing, permanent Institution operating without any MSF
investment.

PARAMETERS OF THE COMMITMENT Potral

The MSF will open a window and accept applications from prospective BIDCOs for
the NSF to make an equity investment. (The entity applying should have
already Incorporated.) The MSF may be the first investor to make a
commitment, but any MSF Investment shall be contingent on the applicant
raising the minimum private equity capital specified In the application. Such
minimum private equity capital shall be at least Si million and shall be at
least two times the amount requested from the NSF. (For the purposes of this
program, private equity capital shall co considered to be equity capital from
non -MSF sources.) The NSFIs investment will also be contingent on the
applicant obtaining a BIDCO license from the Financial institutions Bureau.
The NSF may also Include other conditions on its ccomitment as may be
appropriate In a particular case. The PAW will invest up to $2 million per
BIDCO.
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Commitments made by the MSF under this program shall normally be for a period
of anywhere from 6 months to a year. If there Is adequate progress towards
fulfilling the conditions of the commitment, It Is the NSF's intent that
extensions will be routine. All commitments and extensions must be approved
by the Board of Directors of the NSF.

In order to increase the prospects that II 'ted NSF resources will be sed to
invest In those BIDCOs where the NSF's investment Is having a catalytic effect
on the ability to raise privLte equity, as a general guideline the NSF will
limit Its investments to BIDCOs In which no more than 50$ of the initial
private equity capital comes from any one source. However, this guideline may
be waived on a case by case basis If there Is a strong basis for believing
that the MSF's investment Is an important element In catalyzing the formation
of the BIDCO.

The MSF expects that most of the applications It receives from prospective
BIOCOs will be from applicants seeking to run the BIDCO on a fully profit
oriented basis. However, the NSF will also consider applications from
prospective BIDCOs which have a businesslike mission but with social
objectives as well, and thus will not be intended by its private investors to
achieve a profit commensurate with the risk. (Such a BIDCO will have to be
able to satisfy the statutory requirement, for licensing purposes, that It has
a reasonable promise of being a viable, ongoing BIDCO and of satisfying the
basic objectives of its business plan.) In such a situation, the NSF may
considt on a case by case basis, a waiver of requirements such as the 2 to 1
minimum .atio of private equity to NSF equity, and the SI million minimum
private equity. Moreover, If the NSF concludes that the ;took In such a
socially oriented BIDCO Is not likely to be marketable for many years Into the
future, the NS7 may consider structuring Its investment in such a way so that
It eventually has a reasonable prospect of recovering the amount of its
investment.

. . . 4. L

The MSF's equity Investment In a BIOCO will generally be structured to have
the same legal status as the main round private investor equity, with two
exceptions:

I) The NSF's stock will be non-voting stock. Instead, the NSF will
have observation rights, the right to have a representative be present at all
meetings of the BIOCO's Board of Directors, to receive all notices and
Information sent to the Board, and to have the same rights that Board members
have to obtain information. If the NSF sells Its stock in the BIDCO, the
stock shall be convertible upon sale to voting stock, on a par with voting
stock held by the main round private investors.
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2) A percentage of the NSF's shares of stock shall be subordinate, upon
liquidation of the BIM°, to the private stock. At the minimum 2 to 1 private
to NSF leveraging ratio. 20% of the shares purchased by the NSF shall be
subordinate. At a 4 to 1 or greater leveraging ratio. 80% of the shares
purchased by the NSF shall be subordinate. For a leveraging ratio between 2
to 1 and 4 to 1, the percentage shall be apuropriately scaled between 20% and
80$. For example, a+ 3 to 1, SO% shall be subordinate; at 2.5 to 1. 35% shall
be subordinate; and at 3.5 to I, 65% shall be subordinate.

The applicable leveraging ratio shall be determined by the relative amount of
private equity and NSF equity committed as of the time of closing. If an
applicant has satisfied the private equity requirement contained In the MSF's
commitment, but wishes to reduce the amount to be invested by the MSF In order
to increase the percentage of the NSF's shares thst will be subordinate, and
If such reduction Is acceptable to the private investors, the applicant may
request the NSF to invest an amount less than the NSF's fully committed
amount.

In determining the amount of private investment for the purposes of the SI
million minimum, and to calculate the leveraging ratio, both for the purposes
of determining the minimum 2 to 1 ratio and for determining the percentage of
shares to be subordinate, only the m + round private Investor stock shall be
included. In other words, founders mock, favorably priced employee stock and
seed investor ?tack shall not be included. Founders stock and favorably
priced employee stock shall In fact be subordinate In status to the NSF's
stock. However, the NSF's subordinate stock shall also be subordinate to seed
investor stock If the NSF determines that the pricing of the seed Investor
shares Is consistent with the risk taken, In comparison with the pricing of
main round investor shares.

Any share of the NSF's subordinate stock would be convertible to non-
subordinate status If the NSF sells the share for a price which exceeds the
original purchase price by a designated percentage. The designated percentage
varies In accordance with the leveraging ratio. At a 2 to I leveraging ratio,
the designated percentage Is 15%, whereas at a 4 to I or greater leveraging
ratio, it shall be 30%. For any leveraging ratio between 2 to 1 and 4 to 1,
the designated percentage Is computed by taking the original amount of NSF
subordinate stock, multiplying by 1.5, dividing by the original amount of main
round private Investor stock, and expressing the resulting proportion as a
percentage. The rationale behind this formula Is that If the stock has
appreciated in value by the designated percentage, that Is an Indication that
the original cushion provided to tie private investors by the NSF's
subordinate status Is no longer needed.

While commitments for the NSF's equity investment and private multy matching
requirements shall be obtained prior to the BIDCO obtaining its
license, the actual timing of the purchase of equity securitim, may be phased
in, as specified In the BIDCO0s fund raising plan. If the rain round private
equity capital Is phased In over a period of time, the NSF's equity investment
would, .n general, tc Assad in on a similar schedule.
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gpERATIM REOUIREMENTI

During the period when the MSF owns stock in a BIDCO, the BIDCO shall operate
In accordance with the following parameters.

1) The BIDCO shall provide financing assistance only to business firms
located In Michigan. If the business firm has multi-state operations, the
criterion that shall be used by the BIDCO is whether or not Michigan Is the
state where the largest economic benefit of the financing transaction Is
likely to occur.

2) The BIDCO shall endeavor to maintain as its primary focus, In
providing financing assistance, the ability to address the gap between low
risk conventional bank financing and high risk venture capital financing.

3) Without the consent of the MSF, the BIDCO shall not apply to the
Commissioner of the Financial Institutions Bureau to surrender the BIDCO's
license pursuant to Section 317 of the Michigan BIDCO Act.

The MSF may negotiate additional operating requirements with BIDCOs on a case
by case basis, as needed to safeguard the quality of the MSF's investment or
to promote achievement of the objectives of the program or the Michigan
Strategic Fund Act.

APPLICATION REOUIREMENTa

To apply to the MSF for a commitment to invest, a prospective BIDCO shall
submit detailed information covering three main categcrics; 1) fund raising;
2) experience and qualiticatitms of the proposed management team, and 3) the
business plan for the BIDCO. The following sections specify in more detail

the information that should be covered. While these spctions provIdn a
possible format, the applicant should in no way feel bound by this format.
The applicant can use Its own format, as long as the basic information Is
provided. Moreover, the applicant should feel free to provide additional
information which is viewed as relevant. The MSF may request additional
Information beyond what is specified below.

3 1).
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Fund calalag

1. Specify the amount of NSF commitment sought.

2. Specify the minimum amount of private equity to be raised if the MSF
makes the commitment requested in 01 above. Specify the maximum
amount of private equity to be raised.

3. Describe the basic legal structure of the various proposed classes
of equity investment in the 81000, including positioning, pricing,
voting control, and any other major parameters. This should be in
enough detail to gins the MSF good overview of what is
contemplated. However, this does not require the presentation to be
In a fennel private placement memorandum format. If a forml
offering document is not presented, the MSf's commitment to Invest
shall be subject to approval of the formal offering document by the
staff of the MSF and by the Attorney General's office.

4. Describe and discuss the applicant's fund raising strategy for
raising the priyate equity.

3. Specify the principal investor sources that the applicant will be
targeting.

6. Whet is the applicant's basic pitch to prospective private
investors. Whet expectations and objectives is the applicant
specifying. This includes, for example, representations regarding
reasonably expected returns on private equity investment, Ind Peet
financial benefits. If any, and social purposes, If applicable.

7. List any specific financing commitments already obtained, including
documentation for each.

8. Describe specific demonstrations of interest from private investor
sources, including documentation where possible.

9. Describe fund raising experience of peopled involved or to be
involved In fund raising. Describe key fund raising contacts.

10. Specify your projected timetable, with milestones for completion of
the fund raising and obtaining a license.

11. Specify whether you anticipate taking in all of the committed equity
investment at closing, or whether you plan a phase in. If a phase-
in Is planned, specify the proposed schedule. It Is permissible to
have different scenarios based on the actual amount of equity
capital raised.

3 1
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12. Specify your start-up budget, including funds already expended and a
detailed projected budget for completion of the fund raising.
Specify the person or people who will be working on the startup
phase. Including how much of their time they will spend; how. If at
all, they will be compensated; and their resumes and references.
List your seed investors. If any. with amounts invested and number
of shares of stock owned. Specify any additional amount of seed
capital you ere seeking. Including a discussion of possible sources.

Eatirlance and OunlifientInni

1. Submit resumes, references, and personal financial statements for
all principal members of the management teem that are Identified.

2. Describe the proposed responsibilities of each of the principal
members of the management team that have been Identified. If any of
these people will not be full time, describe their other activities.

3. Describe the responsibilities of any principal management position
for which a person has not been Identified.

. Specify any directors that have been identified, and submit resumes.

5. Identify any other key people that have been identified, including
any advisors, consultants, attorneys and accountants, and submit
resumes and/or descriptions of firms.

Business Plan

I . Matt

a. Describe and discuss the types of businesses that the BIDCO
will finance. Discuss the extent to which the BIDCO intends to
specialize In certain industries, or whether a more broad based
approach Is planned.

b. Describe the size range of businesses that It Is contemplated
the BIDCO will finance, with a general indication of where most
of the focus is expected.

c. Discuss the life cycle stage or stages of the companies which
the BIDCO will likely finance, with an indication of where most
of the focus Is contemplated.

d. Discuss the geographic area In which the BIOCO plans to focus.
Specify the city or county In which the BIDCO's principal
office Is planned to be located, end discuss Intentions, If
any, to establish any additional offices.

e. Provide any market analysis that you deem relevant.

3117
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2. FInshrIngt Describe snd discuss the financing instruments that
are intended to be used by the BIDCO (e.g. debt with equity
features, royalty, equity, pure debt (with SBA or not), etc.).
Discuss the anticipated mix of the various types of financing
instruments. Discuss the anticipated size range of
loans/Investments to be made, and information regarding pricing,
term, end other conditions. Discuss risk/return expectations on
deals. Discuss methods of exit from investments.

3. IlsrliatlegAtzetegx Describe the BIDCO's plans and approach to
marketing its services, including the identification of potential
applicants for financing assistance.

4. ScriagtheicgcasaLExalsalonAaterla - Discuss the anticipated
number of buisiness firms that will be reviewed for possible
financing assistance, In comperison with the number that will
actually be financed. Discuss the approach to screening business
firms, and the evaluation criteria for deciding whether and under
whet terms and conditions to provide financing assistance.

5. f.. mlooma - Discuss the potential for fee income, and any plans
that the BIOCO might have for generating fee income.

6. boagrant_Asaatioca - Discuss the plant of the BIDCO to provide
management and/or technical assistance to companies for which the
BIDCO provides financing. Discuss the BIDCO's plans for monitoring
its financings, and enforcing provisions of loan or investment

agreements. Discuss how the BIDCO plans to handle problem loans and

Investments. Discuss the BIDCO's plans to provide management
assistance to companies that the BIOCO Is not financing.

7. CmiamantacyBaiatIonabigia - Discuss the nature of complementary
relationships that are anticipated with banks, commercial lenders.
investment bankers. venture capitalists and other institutions.
This discussion can be based on general types of institutions and /or
can Identify specific institutions where complementary relationships
have already been dIscuseed.

ItinnagamentAthatara - Describe the proposed management structure
for the BIDCO, and anticipated compensation for principal members of
the management team.

B.
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9. Strurtura - - Discuss the BIDCO's plans and
prospects for leveraging its equity capital, by borrowing money. use
of the SBA guarantee secondary market, or other approaches. With
respect to borrowing money, what degree of leverage would the BIDCO
seek and over what time period? What sources for debt financing do
you anticipate? How would you seek to structure the debt? If use
of the SBA program is contemplated, discuss your approach to this
activity and analyze Its potential profitability. If you are
relying heavily on the SBA guarantee program, what Is your fallback
if the SBA guarantee program Is eliminated or Its effectiveness
significantly curtailed.

10. lagamuls - Describe plans to, the management of the idle funds of
the BIDCO.

11. ilomazationofRaigrasliy Investors - Discuss long term plans and
options for providing a tangible return to the Investors In the
BIDCO (e.g. dividends? yo public? be acquired?)

12. laxAngAccouollogIssual - Discuss relevant tax and accounting
Issues for the BIDCO.

13. flatillaliLECOJKAL2111

a) Provide a detailed operating budget for the first three years
of the BIDCO's operation. The first year shall be month by
month. The second and third years may be presented on an
annual basis.

b) Provide performance projections, ,-,r by year, for a 10 year
period. These projections should show cash flow. Income and
expense (including taxes), am Lalance sheet data. For these
performance projections, operating expenses can be consolidated
into one line item.

c) Specify the assumptions used for the performance projections.
It Is permissible to submit several sets of performance
projections based on differing assumptions. However, If you
submit several sets of projections based on differing
assumptions, specify which set of assumptions are your primary
assumptions.

d) Specify computer programs used for the projections, and specify
formulas used.

3 0
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In order to obtain a commitment from the NSF, an applicant must satisfy a
number of standards, which ere spelled out below. The NSF Is free to make
whatever investigations are needed In order to determine whether an applicant
satisfies these evaluation standards. The NSF may suggest or negotiate
changes in the proposal that may be needed In order to satisfy the standards.
The standards are as follows'

1. gbleptImmi - The MSF's prospective commitment to Invest, and
subsequent investment, must promote the basic objectives of this
81000 Investment Program and the Michigan Strategic Fund Act.

2. fingLIonstmot- An equity Investment In the BIOCO needs to be
judged by the NSF as being good investment from a private market
perspective, with expected returns being commensurate with the risk
taken. However, BIDCOs which have a socks, objective In addition to

businesslike mission, and will thus not be Intended by its private
Investors to achieve returns commensurate with the risk, will not be
disqualified on the basis of this criterion If the social
orientation of the BIDCO sufficiently furthers the objectives of the
Michigan Strategic Fund Act, and if the applicant will be able to
satisfy the statutory standard for obtaining a license which
provides that the applicant must have "reasonable promise of being a
viable. ongoing BIDCO and of satisfying the basic objectives of its
business plan."

3. fipaljbalgoisiUs - The applicant must have a good business plan.
The business plan must be thorough, clear, have reasonable
assumptions, identify realistic markets which indicate good market
opportunities, and demonstrate thoughtfulness end grasp of Issues.
The various aspects of the business plan need to mesh well with each
other and be internally consistent. Capitalization needs to be
appropriate to the tasks identified In the business plan. The
financial projections need to be accurate, be based on realistic
assumptions, and be consistent with the business plan.

4. Galatimamatiama - The management team, and supporting people
(e.g. consultants, advisors, legal and accounting) as may be
applicable, need to demonstrate appropriate experience, education
and training, and standing and contacts within the business and
financial community, which indicate an ability to successfully
manage the 81000. In oral discussions, there needs to be evidence
of thoughtfulness, Insights and grasp of issues. At the time of the
NSF's investment, all necessary skills needed to run the BIDCO will
need to be available. These skills include, for example, overall
leadership, financial analysis, ability to evaluate potential
financings, marketing, and management assistance. The management
team should have appropriate balance, and contain skills that fit
well with the tasks called for In the business plan. There must be
good evidence of strong personal commitments to the success of the
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BIDCO. Salaries and deferred compensation through stock ownership.
profit sharing plans, stock option plans, etc. need to be reasonable
to provide fairness to Investors, but should also indicate that
management's stake In the success of the BIOCO will be adequate to
provide reasonable incentives.

5. EciikalgiltsafAmbang11mmariUcixataimils - Satisfactory
evidence must be presented to indicate that if the MSF makes a
commitment to Invest, It Is probable that the applicant will be able
to raise the minimum required private equity capital. Since

Investors will be looking to the quality of the management team and
business plan, the better the performance on these measures, the
better will be the prospects for raising the capital. However

evaluation of information specifically relating to fund raising is
also necessary to appropriately assess the prospects of raising

private capital. The evidence provided can take a variety of forms.
Documentation of commitments or demonstrations of Interest can be
very useful and positive, but are not a necessity. A prior fund

raising track record by key people can also provide substantial
evidence. Examples of additional factors that can Improve the

chances for fund raising success Include the personal relationships
and contacts of the founders, the appropriateness of proposed
funding sources, the relationship between the market to be served by
the BIDCO and the funding sources, the potential for complementary
activities with funding sources that provide Investment value beyond
the profitability of the investment, and existence of supporters of
the BIOCO who may be able to influence investment. The NSF must

also conclude that adequate resources are likely to be available to
the applicant to fund the process of raising capital and obtaining

the license.
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Act No. 89
Public Acts of 1986

Approved by the Governor
Nay 1. 1986

Filed with the secretary of State
Kay 1. 1986

STATE OF MICHIGAN
83RD LEGISLATURE

REGULAR SESSION OF 1986

Introduced by Senators De Masa. Kelly. Gast and Irwin

ENROLLED SENATE BILL No. 564
AN ACT to promote economic development by providing for the licensing and regulation of business and

industrial development corporations to pros ide penalties, and to repeal iertain acts and parts of acts

The li opb of the State of Met hula rr f oar t

ARTICLE 1
SPORT TITLE. PURPOSES. AND DEFINITIONS

See 101 This act shall be know n and may be cited as the "Michigan BIDCO act"

Sec 102 The purposes of this at t are to do all of the following

tat Promote economic development by encouraging the formation of business and industrial development
corporations, a new type of private in.titution, to help meet the financing assistance and management
assistance needs of business firms in this state

1b) Provide for a system of licensing. regulation, and enforcement that will enable business and industrial
development corporations to satisfY eligibility requirements to partit mate if they so choose, in the program of
the small business administration pursuant to section 71ad of the small business at t Publii Law 85-5:16, 15

S C 11:1600, and other programs for which they may be eligible

lei Pros ole for a system of licensing regulation, aid enforcement designed to present fraud, conflict of
interest and mismanagement, and if) promote eompi tent management. accurate record keeping, and
appropriate communication with shareholders, in order to provide the following

(il Comfort to prospective shareholders so as to facilitate equity one. tments in business and industrial
development corporations

Oil Comfort to prospective debt sources so as to facilitate the borrowing of money by business and industrial
development corporations

Id) Safeguard the general reputation of business and industrial development corporations as a type of
institution in order to increase the confidence of prospective equity, my estors in and prospective debt sources for
those institutions

let Eliniinate unnecessary restrictions which haw discouraged the formaton of business deselopment
corporations under Act No 117 of the Public Acts of 1963, M repealing that act and substituting a more
flexible regulatory framework

a
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Sec 103 Fur the purposes of this act, unless the context clearly indicates otherwise, the words and phrases
defined in sections 104 to 106 have the meaning ascribed to them in those sections

Sec 104 (1) "Affiliate" means. If used with respect to a specified person other than a natural person, a
person rontrolling or controlled by that specified person, or a person controlled by a person who also controls
the specified person

(21"BlIX'0" means a business and industrial development corporation licensed under this act.

(3) "Business firm" means a person that transacts business on a regular and continual basis, ore person that
proposes to transact business on a regular and continual basis

(41 "('ommissioner" means the commissioner of the financial institutions bureau of the department of
commerce

Pi) "('ontrol" means, if used with respect to a specified person, the power to direct or cause the direction of.
directly or indirectly through I or more intermediaries, the managemeot and policies of that specified person.
whether through the ownership of voting securities, by contract, other than a commercial contract for goods or
nonmanagement services, or otherwise A natural person shall not he considered to control a person solely on
account of being a director. officer, or employee of that person A person who, directly or indirectly, owns of
record or beneficially holds with power to vote, or holds proxies with discretionary authority to vote, 20% or
more of the then outstanding voting securities issued by a corporation shall be rebuttably presumed to control
that corporation

(6) "Controlling person" means, if used with respect to a specified person, a person who controls that
specified person directly or indirectly through 1 or more intermediaries

17) "Corporate name" means the nano a corporation as set forth in the articles of incorporation of that
corporation

Set 105 (II "Incorporating statute" means the act under which a licensee is incorporated, either the
business corporation act. Act No 284 of the Public Acts of 1972, being sections 450 1101 to 450 2099 of the
Michigan ('ompiled Laws, or the nonprofit corporation act, Act No 162 of the Public Acts of 1982, being
sections 450 211)1 to 450 .1192 of the Michigan ('ompiled Laws

(2) "Insolvent" means a licensee that ceases to pay its debts in the ordinary course of business, that cannot
PAY its debts as they become due or w hose liabilities es( eed its assets

(31"Imerests of the licensee" includes the interests of shareholders of the licensee

11) "License" means a license issued under this act authorizing a Michigan corporation to transact business
AS a !HO('()

"lat ensee" means a Michigan corporation which is licensed under this act

,61 "Michigan corporation" means a corporation incorporatts1 under the business corporation act, Act No
284 of the Public Acts of 1972, or the nonprofit corporation act, Act No 162 of the Public Acts of 1982

17) "Michigan nonprofit corporation" means a corpoi anon incorporated under the nonprofit corporation act.
A, t No 162 of the Public A, ts of 1982

Sec 106 (1) "Otto er" means

(a) If used with respect to a corporation a person appointed or designated as an officer of that corporation by
or pursuant to applicable law or the articles of incorporation or bylaws of that corporation, or a person who
performs a ith respect to that t orporation functions usually performed by an officer of a corporation

(b) If used with respect to a specified person other than a natural person or a corporation, a person who
performs w ith respect to that spec ifits1 person functions usually performed by an officer of a corporation with
respect to that torporation

(2) 'Order" means an normal consent, authorixation, esemption denial prohibition, or requirement
applicable to a specific case issued by the commissioner Order includes condition of a license and In
agreement made by a person with the commissioner under this ac t

(3)"Person" means an and dual proprietorship joint venture, partnership, trust, business trust syndicate,
association joint stuck company corporation, cooperative, goy eminent agency of a government, or any other
organization If used with resins t to a«iuiring control of or controlling a specified person, person includes a
combination of 2 or more persons acting in vont ert

1) "Principal shareholder" means it person that owns directly or indirectly, of record or beneficially,
set urities representing RN or more of the outstanding %citing set moues of a corporation

(5) "Subject person" near= a controlling person, subsidiary m affiliate of a licensee a director 'twee or
employee of a licensee or of a controlling person, sub:alum or affiliate of a licensee. or any other person who
aartit mates in the conduct of the business of a licensee
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(6) "Subsidiary" means, if used with respect to a licensee. a company or business firm which the licensee
holds control of as permitted by section 507111(b) (c. or Id)

(7) "This act" includes an order issued or rule promulgated under this act

ARTICLE 2
REGULATION. REPORTING, AND EXAMINATION

Sec 201. I 1) The commissioner shall administer this act The commissioner may issue orders and promulgate
rules that, in the opinion of the commissioner, are necessary to execute, enforce, and effectuate the purposes of
this act. Any rules promulgated shall be promulgated in accordance with the administrative procedures act of
1969, Act No. 306 of the Public Acts of 1969, being sections 24 201 to 24 1,28 of the Michigan Compiled Laws

(2) Whenever the commissioner issues an order or license under tl is act, the commissioner may impose
conditions that are necessary, in the opinion of the commissioner, to carry out this act and the purposes of this
act.

13) The commissioner may honor applications from interested persons for declaratory rulings regarding any
provision of this act

(4) Every final order, decision. license, or other official act of the commissioner under this act is subject to
judicial review in accordance with law.

Sec. 203. An application filed with the commissioner under this act shall a in such a form and contain such
information as the commissioner may require

Sec 205. (11; The commissioner may make public or private investigations within or outside this state that
the commissioner considers necessary to determine hether to approve an application filed with the
commissioner under this act, to determine whether a person h; violated or is about to violate this act, to aid in
the enforcement of this act, or to aid in issuing an order or promulgating a rule under this act.

(2) For purposes of an investigates examination, or other proceeding under this act, the commissioner may
administer oaths and affirmations, sip poena witnesses, compel the attendance of witnesses, take evidence, and
require the production of books. pat rs. correspondence, memoranda, agreements, or other documents or
records which the commissioner considers relevant or material to the Proceeding

(3) If a person fails to comply with a subpoena issued by the commissioner or to testify with respect to a
matter concerning which the person may be lawfully questioned, the circuit court for Ingham county, on
application of the commissioner. may issue an order requiring the attendance of the person and the giving of
testimony or prodection of evidence

Sec 207. Service of process authorized to be made by the commissioner in connection with a noncriminal
proceeding under this act m y be made by registered or certified mail

Sec 209 (1) A fee shall be paid to, and collected by. the commissioner, as follows

(a) The fee for filing an application for a license is $2,500 00

lb) The fee for filing an apptication for approval to acquire control of a licensee is $1.250 00

(e) The fee for filing an application for approval for a licensee to merge with another corporation, an
application for approval for a licensee to purchase all or substantially all of the business of another person, or an
application for approval for a licensee to sell all or substantially all of its business or of the business of any of its
offices to another licensee is $1 250 00 If 2 or more applications relating to the same merger, purchase, or sale
are filed, the fee for filing each application shall be the quotient determined by dividing $1.250.00 by the
number of the applications

Id) The annual fee for a lice, is $2,500 00. payable at a time prescribed by the commissioner

le) Whenever the commissioner examines a licensee or a subsidiary of a licensee, within 10 days after
receiving a statement from the commissioner, the licensee shall pay a fee established by the commissioner based
on the number of examiner hours used for the examination, plus travel expenses Examiner time shall be billed
at a rate not less than $25.00 per hour and not more than $40 00 per hour

(2) A fee for filing an application with the commissioner is nonrefundable and shall be 'said at the time the
application is filed with the commissioner

(3) A fee collected under this section shall be paid into the state treasury to the credit of the financial
institutions bureau of the department of commerce, and money in this account shall be used only for the
operation of the financial institutions bureau
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Sec 211. (1) A licensee shall make and keep books, accounts. and other records in such a form and manner as
the commissioner may require These records shall be kept at such a place and shall be preserved for such a
length of time as the corm, visioner may specify

12) The commissioner may require by order that a licensee write down any asset on its books and records to a
valuation which represents its then value.

(3) Not more than 90 days after the close of each calendar year or a longer period if specified by the
commissioner. a licensee shall file with the commissioner an audit report containing all of the following:

(a) Financ el statements, including balance sheet, statement of income or loss, statement of changes in
.apital accounts. and statement of changes in financial position or. for a licensee that is a Michigan nonprof:
corporation. ,..omparable financial statements for. or as of the end of, the calendar year. prepared with an audit
by an lade sendent certified public accountant or an independent public accountant in accordance with
generally accepted accounting principles.

(b) A report. certificate, or opinion of the Independent cei cified public accountant or independent public
accountant who performs the audit. stating t "st the financial statements were prepared in accoriance with
generally accepted accounting principles

(c) Other information that the commissioner may require

Sec. 213. (1) If a person other than a licensee makes or keeps the books, accounts, or other records of that
licensee. this act applies to that person with respect to the performance of those services and with respect to
those books, accounts, and other records to the same extent as if that person were the licensee.

(2) If a person other than an affiliate or subsidiary of a licensee makes or keeps any of the books, accounts, or
other records of that affiliate or subsidiary, this act applies to that person with respect to those books, accounts,
and other records to the same extent as if that person were the affiliate or subsidiary.

(3) If the commissioner considers it expedient, the commissioner may require any particular licensee to
obtain the approval of the commissioner befors permitting another person to make or keep any of the books,
accounts, or other records of the licensee.

Sec. 215. Each licensee, each affiliate of a licensee, and each subsidiary of a licensee shall file with the
commissioner such reports as and when the commissioner may require. A report under this section shall be in
such a form and shall contain such information as the commissioner may require.

Sec. 216. (1) The commissioner shall publish annually and provide to the house committee on economic
development and energy and senate committee on economic development, trade and tourism information on the
impact of this act in promoting economic development in this state. At the minimum. the information shall
include aggregate statistics on each of the following:

(a) The number and dollar amount of provisions of financing assistance made by licensees to business Irma.

(b) The number and dollar amount of provisions of financing assistance made by licensees to business firms
classified in broad categories of industry such as divisions of the standard industrial classification manual

(c) The number and dollar amount of provisions of financing assistance made by licensees to minority owned
business firms and to woman owned business firms.

(d) Estimates of the number of gibs created or retained

Sec 217. (1) The commissioner shall examine each licensee not less than once each calendar year.

(2) The commissioner may at any time examine a licensee or subsidiary of a licensee

(3) A director, officer, or employee of a licensee or of a subsidiary of a licensee being examined by the
commissioner, or a person having custody of any of the books, accounts, or records of the licensee or of the
subsidiary, shall exhibit to the commissioner, on request, any of the books. accounts, and other records of the
licensee or of the subsidiary and shall otherwise facilitate the examination so far as it is in their power to do so.

(4) If in the commissioner's opinion it is necessary in the examination of a licensee or of a subsidiary of a
licensee, the commissioner may retain a certified public accountant, attorney, appraiser. or other person to
assist the commissioner. Within 10 days after receipt of a statement from the commissioner, the licensee being
examined shall pay the fees of a person retained by the commissioner under this subsection

ARTICLE 3
LICENSING

Sec. 301. A Michigan corporation may apply to the commissioner for licensure a, a RIDCO A person other
than a Michigan corporation shall not apply for a license

4
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Sec. 303. (I) After a review of information regarding the directors, officers, and controlling persons of the
applicant a review of the applicant's business plan, including at least 3 years of detailed financial projections
and other relevant information, and a review of additional information considered relevant by the
commissioner, the commissioner shall approve an application for a license if. and only if, the commissioner
determines all of the following.

la) The applicant hu a net worth, or firm financing commitments which demonstrate that the applicant will
have a net worth when the applicant begins transacting business as a BIDCO. in liquid form available to
provide financing assistance, that is adequate for the applicant to transact business as BIDCO as determined
under subsection (2).

(b) Each director, officer, and controlling person of the applicant is of good character and sound financial
standing; each director and officer of the applicant is competent to perform his or her functions with respect to
the applicant: and the directors and officers of the applicant are collectively adequate to manage the business of
the applicant as a BIDCO.

(c) It is reasonable to believe that the applicant, if licensed, will comply with this act.

Id) The applicant has reasonable promise of being a viable, ongoing BIDCO and of satisfying the basic
objectives of its business plan.

(2) In determining if the applicant hu a net worth or firm financing commitments adequate to transact
business as a BIDCO, the commissioner shall consider the types and variety of financing assistance that the
applicant plans to provide: the experience that the directors, officers, and controlling persons of the applicant
have in providing financing and managerial assistance to business firms: the financial projections and other
relevant information from the applicant's business plan, and whether the applicant intends to operate as a
profit or nonprofit corporation. Except as otherwise provided in this act, the commissioner shall require a
minimum net worth of not less than 8E000,000.00 and not more than $10,000,000.00 The commissioner may
require a minimum net worth of less than 81.000.000.00. but not less than $500,000.00. if, in the context of the
applicant's business plan, the initial capitalization amount is adequate for the applicant to transact business as
a BIDCO because of special circumstances including, but not limited to, funded overhead, low overhead. in
specialized opportunities.

(3) For the purposes of subsection (1). the commissioner may find any of the following

(a) That a director, officer, or controlling person of an applicant is not of good character if the director,
officer, or controlling person, or a director or officer or a controlling person, has been convicted of or has
pleaded nolo contendgre to a crime involving fraud or dishonesty

(b) That it is not reasonable to believe that an applicant, if licensed, will comply with this act. if the applicant
has been cons acted of or has pleaded nolo contendere to a crime involving fraud or dishonesty.

(4) For purposes of subsection (I). subsection (3) shall not be considered to be the only grounds upon which
the commissioner may find that a director, officer, or controlling person of an applicant is not of good character
or that it is not reasonable to believe that an applicant, if licensed, will comply with this act.

Sec. 305 (I) A person may apply to the commissioner for preliminary approval of an application for a
license Notwithstanding that commitments to invest in the equity of the applicant have not been obtained and
that all directors and officers of the applicant have not been identified, the commissioner mad grant
preliminary approval In issuing an order granting preliminary approval, the commissioner shall indicate that.
for the commissioner to determine that the requirements of section 303 are satisfied, final approval is
conditioned on review by the commissioner of the applicant's completion of fund-raising, including the
controlling persons, and review by the commissioner cf the completion of the roster of directors and officers. If
an application for preliminary approval has been granted, before granting final approval of the application for
a license, the commissioner may request an updated balance sheet and such other information considered
relevant by the commissioner

1211f a persor 'des an application under this section, the fee required by section 209(1)(a) is payable at the
time the application is filed with the commissioner

Sec 307 If the commissioner denies an application under sections 301 to 305, the commissioner shall provide
the applicant with a written statement explaining the basis for the denial.

Sec 309 If an application for a license is approved and all colAtions precedent to the issuance of that
license are fulfilled, the commissioner shall issue a license to the applicant A licensee shall post the license in a
conspicuous place in the licensee's principal office. A license is not transferable or assignable

Sec 311 (I) Except as otherwise provided in subsection 12), a person transacting business in this state, other
than a licensee. shall not use a name or title which indicates that the person is a business and industrial
dcielopment corporation including. but not limited to, use of the term "BIDCO", and shall not otherwise
represent that the person Is a buainess and industrial development corporation or a licensee.
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(2) Before being issued a license under this act, a Michigan corporation that proposes to apply for a license or
01.it applies fur a license may perform. under a name that indicates that the corporation is a business and
industrial development corporation. the acts necessary to apply for and obtain a license and to otherwise
prepare to commence transacting business as a licensee. Such a corporation shall not represent that it is a
hirnee until after the license has been obtained.

Sec 313. A licensee shall not misrepresent the meaning or effect of its license.

See 315.11) A Michigan corporation that is licensed under another law of this state or under any law of the
United States may apply for and be issued a license under this act unless the transaction of business by that
corporation as a licensee under another law of this state or a law of the United States violates this act or is
contrary to the purposes of this act.

(2) A Michigan corporation that is licensed under this act may apply for and be issued a license under
another law of this state or a law of the United States unless the transaction of business by that corporation u
licensee under another law of this state or a law of the United States would violate this act or would be contrary
to the -,urposes of this act.

Sec. 317. (I) Upon approval of a 2/3 vote of its board of directors and after complying with subsection (2).
licensee may apply to the commissioner to have the commissioner accept the surrender of the licensee's license.
If the commissioner determines that the requirements of this section have been satisfied, the commissioner shall
approve the application unless in th- opinion of the commissioner the purpose of the application is to evade
current or prospective action by the commissioner under article 7

(2) Not less than 60 days before filing an application with the commissioner under subsection (I), a licensee
shall notify all of its shareholders and all of its creditors of its intention to file the application. Each creditor
shell be notified of the right to comment to the commissioner. Each shareholder shall be notified of the right to
file with the licensee an objection to the proposed surrender of the license within the 60day period and shall be
advised that, if the shareholder files an objection, the shareholder should send a copy of the objection to the
commissioner If shareholders representing 20% of the outstanding voting securities of the licensee file an
objection, the licensee shall not proceed with the application under subsection (I) unless the application is
approved by a vote of shareholders representing 2/3 of the outstanding voting securities of the licensee.

ARTICLE 4

CORPORATE MATTERS

Sec 401 The corporate name of each licensee shall include the word "BIDCO" A licensee shall not transact
business under a name other than its corporate name.

Sec. 403. (I) The board of directors of each licensee shall consist of not less than 7 directors.

(2) The board of directors of each licensee shall hold a meeting not less than once each calendar quartar.

Sec 406. Within 30 days after the death, resignation, or removal of a director or officer, the election of a
director. or the apprintment of an officer, the licensee shall notify the commissioner in writing of the evert and
shall provide any additional information which the commissioner may require.

Sec. 407 (1) A licensee shall not pay. or obligate itself to pay. a cash dividend or dividend in kind to its
Astreholders, unless that payment is consistent with a dividend policy which has been adopted by the licensee
and approved by the commissioner In reviewing dividend policies under this section, the commissioner shall be
flexible in recognizing the special characteristics of BIDCOs and the diverse range of potentially appropriate
dividend policies for BIDCOs, while at the same time protecting against unsafe or unsound acts which could
threaten the viability of the licensee as an ongoing BIDCO. The commissioner may at any time withdraw any
previous approval of a dividend policy if the commissioner determines that the withdrawal is necessary to
prevent unsafe or unsound acts

(2) Without the prior approval of the commissioner. licensee shall not buy back, or obligate itself to buy
back a share of stock from a shareholder

6

ARTICLE 5
TRANSACTION OF BUSINESS

Sec. 501 (11 A licensee shall maintain not less than I office in this state.

(2) A licensee shall not maintain an office at any place outside this state

317



313

(3) Each office of a licensee shall be located in a place which is reasonably accessible to the public

(4) A licensee shall post in a conspicuous place at each of its offices a sign which bears the corporate name of
the licensee.

(5) A licensee shall maintain at each of its offices permitinel who are competent to conduct the business of
such an office

(6) Upon written notice to the comrlissioner. a licensee may establish, relocate. or close an office

Sec. 503. (i) The business of a licensee shall be the business of providing financing assistance and
management assistance to business firms A licensee shall not engage in a business other than the business of
providing financing assistance and management assistance to business firms.

(2) In addition to the powers and privileges provided to a licensee by this act, a licensee has all powers and
privileges conferred by its incorporating statute which are not inconsistent with or limited by this act. The
powers of a licensee include, but are not limited to, all of the following:

(a) To borrow money and otherwise incur indebtedness for its purposes, including issuance of corporate
bonds debentures. notes. or other evidence of indebtedness. A licensee's indebtedness may be secured or
unsecured, and may involve equity features including, but not limited to. provisions for conversion to stock and
warrants to purchase stock.

(b) To make contracts.

(c) To incur and pay necessary and incidental operating expenses.

(d) To purchase. receive, hold, lease, or otherwise acquire, or to sell. convey, mortgage. lose. pledge, or
otherwise dispose of. real or personal property, together with rights and privileges that are incidental and
appurtenant to these transactions of real or personal property, if the real or personal property is for the
licensee's use in operating its business or if the real or pe"sonal property is acquired by the licensee fromtime to
time in satisfaction of debts or enform.,^nt of obligations

(e) To make donations for charitable. edutional. research .r similar purposes
(f) To implement a reasonable and prudent policy for ,onserving and investing its money before the money is

used to provide financing assistance to business firms or to pay the expenses of the licensee

Sec. 505. (1) A licensee may determine the form and the terms and conditions for financing assistance
provided by that licensee to a business firm including, but not limited to. forms such as loans, purchase of debt
instruments; straight equity investments such as purchase of common stock or preferred stock: debt with equity
features such as warrants to purchase stock, convertible debentures, or receipt of a percent of net income or
sales: royalty based financing: guaranteeing pf debt or leasing of property. A licensee may purchase securities
of a business firm either directly or indirectly through an underwriter. A licensee may participate in the
program of the small business administration pursuant to section 7(a) of the small business act, Public Law 85
536. 15 U S C. 636(a), or any other government program for which the licensee is eligible and which has as its
function the provision or facilitation of financing assistance or management assistance to business firms Ifa
licensee participates in a program referred to in this subsection, the licensee shall comply with the
requirements of that program

(2) Management assistance provided by a licensee to a business firm may encompass both management or
technical advice and management or technical services.

(3) Financing assistance or management assistance pros Wed by a licensee to a business firm shall be for the
business purposes of that business firm

(4) A licensee may exercise the incidental powers that are necessary or convenient tocarry on the business
of. or are reasonably related to the business of, providing financing assistance and management assistance to
business firma.

(5) Except as provided in subsection (6), in connection with an extension of credit by a person toa licensee or
an extension of credit by a licensee to a business entity as defined in Act No. 52 of the Public Acts of 1970, being
section 438.61 of the Michigan Compiled Laws, the parties may agree to any rate of interest, includinga rate in
excess of the rate set forth in Act No. "9 of the Public Acts of 1968, being sections 438.41 to 438.42 of the
Michigan Compiled Laws

(6) In connection with an extension of credit described in subsection (5), a person shall not knowingly charge,
take, or receive money or other property as Interest on the loan at a rate exceeding 25% simple interestper
annum. A person who violates this subsection is guilty of a felony punishable by imprisonment for not more
than 5 years or a fine of not more than $10.000.5f , or both As used in this subsection, "interest" does not include
anything of value that is contingent on the performance or value of the borrower including, but not limited to, a
percentage of net income of the borrower, royalties, stock in the borrower, warrants to purchase stock in the
borrower, and convertibility of debentures
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Sec. 507 (11 Either by itself or in concert with a director. officer, principal shareholder, or affiliate, another
licensee: or a director, officer, principal shareholder, or affiliate of another licensee, a licensee shall not hold
control of a business firm, except as follows

(a) If and to the extent necessary to protect the licensee's interest as creditor of. or investor in. the business
firm. a licensee that had provided financing assistance to a business firm may acquire and hold control of that
business firm Unless the commissioner approves a longer period. a licensee holding control of a business firm
under this subdivision shall divest itself of the interest which constitutes holding control as soon as practicable
or within 3 years after acquiring that interest, whichever is sooner

(b) With the aporoval of the commissioner, a lice. see may acquire and hold control of a corporation which
has offices located only in this state and which is nsed as a small business investment company under the
small business investment act of 1958. Public Law L. 19, 72 Stat. 689

(c) With the approval of the commissioner, a licensee may acquire and hold control of a company located in
this state which is a local development company in accordance with the small business investment act of 1958,
whether or not such a development company is or may become certified by the small business administration
under section 503 of the small business Investment act of 1958. 15 U.S.0 697.

(d) With the approval of the commissioner. a licensee may acquire and hold control of another business firm
with offices only in this state which is engaged in no business other than the business of providing financing
assistance and management assistance to business firms.

tel With the approval of the commissioner, a licensee may acquire and hold control of a business firm not
referred to in subdi% isions (a) to (d) The commissioner shall not approve an application under this subdivision
unless the commissioner determines that such an approval will not cause the amount of the licensee's
investments in business firms covered by this subdivision to exceed 15% of the amount of the assets of the
licensee and that in the commissioner's judgment such an approval will promote the purposes of this act. An
approval by the commissioner under this subdivision shall be for a period of not more than 3 years, except that
in a particular case the commissioner may subsequently extend the period beyond 3 years if the commissioner
determines that a longer period is needed and is consistent with the purposes of this act.

(2) If the commissioner fails to issue an order approving or denying an application under subsection (1)(b) or
(c). within 45 days from receipt by the commissioner of an application which complies with section 203, the
application shall be considered approved by the commissioner.

(3) For the purposes of subsection (1). "hold control" means ownership, directly or indirectly, of record or
beneficially, of voting securities greater than:

(a) For a business firm with outstanding voting securities held by fewer than 50 shareholders. 40% of the
outstanding voting securities.

(b) For a business firm with outstanding voting securities held by 50 or more shareholders, 25% of the
outstanding voting securities.

(4) If a licensee anticipates acquiring and holding control of a business firm under subsection (1)(a), the
licensee shall file with the commissioner a plan for acquiring and holding control of the business firm that shall
include at least all of the following.

(a) The reasons it is necessary for the licensee to acquire and hold control of the business firm.

(b) The percentage of outstanding voting securities of the business firm the licensee plans to own.

(c) The licensee's proposed course of action upon obtaining control of the business firm.

(d) The length of time the licensee anticipates it will be necessary to hold control of the business firm.

(51The commissioner may require the licensee to demonstrate the necessity for the licensee to hold control of
a business firm under subsection (1)(a).

Sec. 509. (1) A licensee shall transact its business in a safe and sound manner and shall maintain itself in a
safe and sound condition.

(2) In determining whether a licensee is transacting business in a safe and sound manner or has committed
an unsafe or unsound act. the commissioner shall not consider the risk of a provision of financing assistance to a
business firm. unless the commissioner determines that the risk is so great compared with the realistically
expected return as to demonstrate gross mismanagement

(3) Subsection (2) does not limit the authority of the commissioner to do any of the following.

(a) Determine that a licensee's financing assistance to a single siness firm or a group of affiliated business
firms is in violation of subsection (1) or constitutes an unsafe or eund act, if the amount of that financing
assistance is unduly large in relation to the total assets or the total shareholders equity of the licensee.

(b) Require that a licensee maintain a reserve in the amount of anticipated losses.

3 1 C



315

(c) Require that a licensee have in effect a written finani ing assistance policy, approved by its board of
directors, including credit evaluation and other matter., The (onions:twiner shall not require that a licensee
adopt a financing assistance policy that contains standards shah prevent the licensee from exercising needed
flexibility in esaluating and structuring financing assitdance to business firms on a deal by deal basis

Sec. 511 II) For purposes of this section.

00 "Associate" means that term as defined as in article 8

(b) "Relative" means parent. child, sibling. spouse. father-in-law. mother-in law. son -in -law. brother -in -law.
daughter-in-law, sistern-law. grandparent. grandchild. nephew. niece, uncle. or aunt

(2) If a licensee provides financing assistance to a business firm or engages in another business transaction.
and if that financing assistance or transaction involves a potential conflict of inter"st the terms and conditions
under which the licensee provides the financing assistance or engages in the transaction shall not be less
favorable to the licensee than the terms and conditions that would be required by the licensee in the ordinary
course of business if the transaction did not involve a potential conflict of interest Each person who participates
'n the decision of the licensee relating to a transaction described in this section and has knowledge of a potential
conflict of interest Involving that transaction shall take care that the potential conflict of interest is disclosed in
the financing documents of the transaction or, for a business transaction not involving financing assistance, in
another appropriate document

(3) For the purposes of subsection (2), transactions engaged is by a licensee which involve a potential conflict
of interest include, but are not limited to, the following

(a) Providing financing assistance to a principal shareholder of the licensee, to a person controlled bya
principal shareholder of the licensee, or to a director, officer. partner. relative, controlling person, or affiliate of
a principal shareholder of the licensee

(b) Providing financing assistance to a business firm to which a principal shareholder of the licensee; a
director, officer. partner. relative, controlling person. or affiliate of a principal shareholder of a licensee, or a
person controlled by a principal shareholder of the licensee provides or plans to provide contemporaneous
financing assistance

(c) Providing financing assistance to a business firm which has or is expected to have a substantial business
relationship with another business firm which has a director, officer. or controlling person who is also a
director. officer, or control ,rag person of the licensee or who is the spouse of a director, officer. or controlling
person of the licensee.

(dl Providing financing assistance to a business firm if that business firm, or a director, officer, or
controlling person of that business firm, contemporaneously has lent or will lend money to as associate of the
licensee

(e) Providing financing assistance for the purchase of property of an associate or principal shareholder of the
licensee

(f) Selling or otherwise transferring any of its assets to an associate or principal shareholder of the licensee

(4) Nothing in this seetior. or in any other section of this act limits the authority of the commissioner to
determine that an act involves a conflict of interest and therefore is an unsafe or unsound act

Sec 513 Except with the approval of the commissioner, a licensee shall not provide a lien on or security
interest in any of its property for the purpose of securing an obligation of, or an obligation incurred for the
benefit of, another person.

ARTICLE 6
MERGERS AND ACQUISITIONS

Sec. 601 II) Without the prior approval of the commissioner, a person shall not acquire control of a licensee.

(2) With respect to an application for approval to acquire control of a licensee, if the commissioner
determines, that the applicant and the directors and officers of the applicant are of good character and sound
financial standing, that it is reasonable to believe that, if the applicant acquires control of the licensee. the
applicant will comply wish this act, and that the applicant's plans, if any, to make a major change in the
business, corporate structure, or management of the licensee are not detrimental to the safety and soundness of
the licensee, the commissioner shall approve the application. If, after notice and a hearing, the commissioner
deter', dies otherwise, the commissioner shall deny the application

13) For purposes of subsection (2). the commissioner may determine any of the following.

(a)That an applicant or a director or officer of an applicant is not of good character if that person has been
convicted of, or has pleaded nolo contendere to, a crime involving fraud or dishonesty
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(b) That an applicant's plan to make a major change in the management of a licensee is detrimental to the
safety and soundness of the licensee if the plan provides for a person to become a director or officer of the
licensee and that person has been convicted of, or has pleaded nolo contenders to, a crime involving fraud or
dishonesty.

(4) The conditions descnbed in subsection (3) are not the only conditions upon which the commissioner may
determine that an applicant or a director or an officer of sn applicant is not of good character or that an
applicant's plan to make a major change in the management of a licensee is detrimental to the safety and
soundness of the licensee

Sec. 003. (1) A licensee shall not merge with another corporation unless:

(a) If the licensee is the surviving corporation, the merger is approved by the commissioner.

(b) If the licensee is a disappearing corporation, the surviving corporation is a licensee and the merger is
approved by the commissioner.

(2) A licensee shall not purchase all or substantially all of the business of another person unless the purchase
is approved by the commissioner.

(3) A licensee shall not sell all or substantially all of its business or of the business of any of its offices to
another person unless that other person is a licensee and the sale is approved by the commissioner.

(4) The commissioner shall approve an application for approval of a merger, purchase, or sale, if, and only if
the commissioner determines all of the following:

(a) That the merger. purchase. or sale will be safe and sound with respect to the acquiring licensee.
(b) That, upon consummation of the merger, purchase, or sale, it is reasonable to believe that the acquiring

licensee will comply with this act.

(s) That the merger, purchase, or sale will not have a major detrimental impact on competition in the
providing of financial assistance Jr mangement assistance to business firms, or if there will be such a
detrimental impact, the merger. I urchase, or sale is necessary in the Interests of the safety and soundness of
any of the parties to the merger. puchase.o sale, or is otherwise, on balance, in the public interest.

ARTICLE 7
ENFORC BENT

Sec. 701. If in the opinion of the commissioner, a person violates, or there is reasonable cause to believe that a
person is about to violate this act, the commissioner may bring an action in the name of the people of this state
in a circuit court to enjoin the violation or to enforce compliance with this act. Upon a proper showing, a
restraining order, preliminary or permanent injunction, or writ of mandamus shall be granted, and a receiver
or a conservator may be appointed for the defendant or the defendant's assets. The court shall not require the
commissioner to post a bond in an action brought under this act

Sec. 703. (1) If the commissioner finds that a person has violated or that there is reasonable cause to believe
that a person is about to violate section 311. the commissioner may order the person to cease and desist from the
violation unless and until the person is issued a license.

(2) Within 30 days after an order is issued under subsection (I), the person to whom the order is directed may
file with the commissioner an application for a hearing on the order If the commissioner fads to commence a
hearing within 15 business days after that application is filed or within a longer pert,.i to which the person
consents. the order shall be considered rescinded. Upon the hearing, the un missioner shall affirm, modify, or
rescind the order The right of a person to whom an order is issued under subsection (1) to petition for judicial
review of the order is not affected by the failure of the person to apply to the commissioner for a hearing on the
order Issued under this subsection

Sec. 705. (1) If. after notice and a hearing, the commissioner determines that a licensee or a subject person of
a licensee has violated or is violating, or that there is reasonable cause to believe that a licensee or subject
person of a licensee is about to violate, this act or another applicable law. or that a licensee or subject person of a
licensee has engaged or participated or is engaging or participating. or that there is a reasonable cause to
believe that a licensee or subject person of a licensee is about to engage or participate, in an unsafe or unsound
act with respect to the business of that licensee, the commissioner may order that licensee or subject person to
cease and desist from the action or violation. The order may require the licensee or subject person to take
affirmative action to correct any condition resulting from the action or violation

(2) If the commissioner determines that any of the factors set forth in subsection (1) are true with respect to a
licensee or subject person of a licensee and that the action or violation is likely to cause the insolvency of or

10

3 :3



317

substantial dissiKtion of the assets or earnings of the licensee. is likely to seriously weaken the condition of the
licensee, or is likely to otherwise seriously prejudice the interests of the licensee before the completion of
proceedings conducted under subsection (1). the commissioner may order the licensee or subject person to cease
and desist from that action or violation The order may require the licensee or subject person to take affirmative
action to correct any condition resulting from the action or violation

(31 Within 311 days after an order is issued under subsection (2), the licensee or subject person ofa licensee to
whom the order is directed may file with the commissioner an application for a hearing on the order If the
commissioner fails to commence a hearing within IS business days after the application is filed or within a
longer period to which the licensee or subject person consents, the order shall be considered rescinded Upon the
hearing, the commissioner shall affirm. modify, or rescind the order The right of a licensee or subject person to
whom an order is issued under subsection l2' to petition for judicial review of the order is not affected by the
failure of the licensee or subject person to apply to the commissioner for a hearing on the order issued under
this subsection,

Sec 707 (1) The commissioner may issue an order removing a subject person of a licensee from his or her
office, if any, with the licensee and prohibiting the subject person from further participating in any manner in
the conduct of the business of the licensee, if, after notice and a hearing, the commissioner determines all of the
following are true

(a) The subject person has violated this act or another applicable law, the subject person has engaged or
participated in an unsafe or insound act with respect to the business of the licensee, or the subject person has
engaged or participated in an act which constitutes a breach of the subject person's fiduciary duty

(In The act, violation. of breach of fidaciary duty has caused or is likely to cause substantial financial loss or
other damage to the licensee or has seriously prejudiced or is likely to seriously prejudice the interests of the
licensee, or the subject person has received financial gain by reason of the act, violation, or breach of fiduciary
duty

(e) The act, violation, m breach of fidueutr!, duty either involves dishonesty on the part of the subject person
or demonstrates the subject person's gross negligence with respect to the business of the licensee or a willful
disregard for the safety and soundness of the liven-et..

(2) The commissioner may issue an order removing the subject person from his or her office with the
licensee, if any, and prohibiting the subject person from further participating in any manner in the conduct of
the business of the licensee, except with the prior consent of the commissioner, if. after notice anda hearing, the
commissioner determines that by engaging or participating in an act with respect to a financial or other
business institution which resulted in substantial financial loss or other damage, the subject person of a licensee
has demonstrated both of the following

(a) Dishonesty or willful or continuing disregard for the safety and soundness of the financial or other
business institution

(h) Unfitness to continue as a sulkies t Del min of the licensee or to participate in conducting the business of the
licensee

(3) If the commissioner determines that the factors set forth in subsection (1) or (2) are true with respect to a
subject person of a licensee, and that it is necessary for the protection of the interests of the licenseeor for the
protection of the public interest that the commissioner immediately suspend the subject person from his or her
office if any. with the licensee and prohibit the subject person from further participating in any manner in
conducting the business of the licensee. the commissioner may issue an order suspending the subject person
from his or her office, if any. with the licensee and prohibiting the subject person from further participating in
any manner in conducting the business of the licensee, except with the consent of the commissioner

(4) Within 30 days after an order is issued under subsection (3), the subject person of a licensee to whom the
order is directed may file with the commissioner an application for a hearing on the order If the commissioner
fails to bein a hearing within 15 business days after the application is filed or within a longer period to which
the subjec. person consents, the order shall be considered rescinded Upon the hearing, the commissioner shall
affirm, modify, or rescind the order The Nth of a suoject person of a licensee to shorn an order is issued under
subsection 13) to petition for judicial re% iew of the order shall not be affected by the failure of the subject person
to apply ti. the commissioner for a hearing on the order issued under this subsection

151 A person to whom an order is issued under this section maw apply to the commissioner to modify or
rescind the order The commissioner shall not modify or rescind the order unless the commissicner determines
that if as in the public interest to do so and that it is reasonable to believe that the person, if and when heor she
becomes a subject person of a licensee will comply with this act

(a) As used in this section. "office", if used with respect to a licensee, means the position of director, officer,
or employee of the licensee or of a subsidiary of the licensee
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S. 709 (1) If the commissioner determines that a subject person of a licensee has been indicted by a grand
jury or ,las been bound over flr trial by a court for a crime involving dishonesty or breach of trust, and that the
fact that the person continues to be a subject person of the licensee may threaten the interests of the licensee or
may threaten to impair public confidence in the licensee, the commissioner may issue an order suspending the
subject person from his or her office, if any, with the licensee and prohibiting the subject person from further
participatiag in any manner in the conduct of the business of the licensee, except with the consent of the
commissioner

(2) If the commissemer determines that a subject person or former subject person of a licensee to whom an
order was issued under subsection (1). or another subject person of a licensee. has been convicted of a crime
which is punishable by imp'isonment for a term of not less than 1 year and which involves dishonesty or breach
of trust and that the fact that the person continues to be or will resume to be a subject person of the licensee
may threaten the interests of the licensee or may threaten to impair public confidence in the licensee, the
commissioner mry issue an order suspending or removing the subject person or former subject person from his
or her office. if any. with the licensee and prohibiting the subject person from further participating in any
manner in the conduct of the business of the licensee, except with the prior consent of the commissioner.

(3) Within 30 days after an order is issued under subsection (1) or (2), the subject person of a licensee to
whom the order is d.rected may file with the commissioner an application for a hearing on the order. If the
commissioner fads to commence a hearing within 16 business days after the application is filed or within a
longer period to which the subject person consents, the order shall be considered rescinded. Upon the hearing.
the commissioner shall affirm. modify. or rescind the order. The right of a subject person or former subject
person of a licensee to whom an order is issued under subsection (1) or (2) to petition for judicial review of the
order is not affected by the failure of the person to apply to the commissioner for a hearing on the order issued
under this subsection.

(I) The fact that a subject person of a licensee charged with a crime involving dishonesty or breach of trust is
not convicted of the crime shall not preclude the commissioner from issuing an order to the subject person
under any other provision of this act

(ii) A person to whom an order is issued under this section may apply to the commissioner to modify or
rescind the order. The commissioner shall not modify or rescind the order unless the commissioner determines
that it is in the public interest to do so and that it is reasonable to believe that the person, if and when he or she
becomes a subject person of licensee, will comply with this act.

(6) As used in this section. "office", if used with respect to a licensee, means the position of director. officer.
or employee of the licensee or of a subsidiary of the licensee.

See 711. If. in the opinion of the commissioner, disclosure to shareholders regarding a matter is warranted,
the commissioner may require a licensee, in such form and manner as the commissioner may specify, to
disclose to the shareholders of a licensee the results of a communication or order from the commissioner
addressed to the licensee or to a subject person of the licensee.

Sec 713 1111f the commissioner considers it expedient, the commissioner may call a meeting of the board of
directors of a licensee by giving notice of the time, place. and purpose of the meeting not less than 5 days before
the meeting to each director either by personal service or by registered or certified mail sent to the director's
last known address as shown in the records of the commissioner.

(2) If the commissioner considers it expedient, the commissioner may call a meeting of the shareholders of a
licensee by giving notice of the time. Plate. and purpose of the meeting not less than 6 days before the meeting
to each shareholder either by personal service or by registered or certified mail sent to the shareholder's last
known address as shown by the books of the licensee The licensee shall pay the expenses of the notice and of a
meeting called under this subsection.

Sec. 716 (1) The commissioner may issue an order directing a licensee to refrain from providing any
additional financing assistance to business firms if, in the opinion of the commissioner. the order is necessary to
protect the interests of the licensee or the public interest, and if, after notice and a hearing, the commissioner
determines that any of the following are true.

(a) The licensee or a controlling person. subsidiary, or affiliate of the licensee has violated this act or another
applicable law.

(b) The licensee is conducting its business in an unsafe and unsound manner

(c) The licensee is in a condition that makes It unsafe or unsound for the licensee to transact business.

(d) The licensee has ceased to trareiact business u a business and industrial development corporation

(e) The licensee III insolvent.
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in The licensee has suspended payment of its obligations. has made an assignment for the benefit of Its
creditors, or has admitted in writing its inability to pay its debts as they become due

(g) The licensee has applied for an adjudication of bankruptcy, reorganization, arrangement, or other relief
under a bankruptcy. reorganization. Insolvency, or moratorium law, or that a person has applied for such relief
under such a law against a licensee and the licensee has by any affirmative act approved of or consented to the
action or such relief has been granted

(h) A fact or condition exists which would have been grounds for denying the application if the fact or
condition had exists41 at the time the licensee applied for its license

(2) If the commissioner determines that any of the factors set forth in subsection U) are true with respect to a
lirensee and that it is necessary for the protection of the interests of the licensee or the public interest that the
commissioner immediately issue an order directing the licensee to refrain from providing any additional
financing assistance to business firms, the commissioner may issue such an order without hearing. Within 30
days after an order is issued under this subsection, the licensee to whom the order is directed may file with the
commissioner a request for a hearing on the order. If the commissioner fails to commence a hearing within 15
business days after the request is filed or within a longer period to which the licensee consents, that order shall
be considered rescinded. Upon the hearing, the commissioner shall affirm, modify, or rescind the order.

(3) With the consent of the commissioner, a licensee which has been the subject of an order under subsection
(1) or (2) may resume providing financing assistance to business firms under such conditions as the
commissioner may prescribe

(4) A person to whom an order is issued under subsection (1) ur (2) may Apply to the commissioner to modify
or rescind the order The commissioner shall not grant the application unless the commissioner determines that
it is in the public interest to do no and that it is reasonable to believe that the person, if and when the order is
muddied or rescinded, will comply with this act.

Sec 717 (111( the commissioner finds that any of the factors set forth in section 716(1) are true with respect
to a licensee and that it is necessary for the protection of the interests of the licensee or for the protection of the
public interest that the commissioner take immediate possession of the property and business of the licensee.
the commissioner may appoint a conservator for the licensee The commissioner may appoint as conservator 1 of
the employees of the financial institutions bureau of the department of commerce or some other competent and
disinterested person. The financial institutions bureau of the department of commerce shall be reimbursed out
of the assets of the conservatorship for all sums expended by the bureau in connection with the conservatorship
as expenses. Upon the approval of the commissioner, the expenses of the conservatorship shall be paid out of the
assets of the licensee. The expenses shall be a first charge upon the assets and shall be fully paid before any
final distribution is made

(2) Under the direction of the commissioner, the conservator shall take possession of the books, record., and
assets of the licensee and shall take such action with respect to employees, agents, or representatives of the
licensee or any other action as may be necessary to conserve the assets of the licensee or ensure payment of
obligations of the licensee pending further disposition of its business as provided by law At any appropriate
time. the commissioner may terminate the conservatorship and permit the licensee to resume the transaction of
its business subject to the terms, conditions, restrictions, and limitations the commissioner may prescribe.

(3) If in the opinion of the commissioner it is appropriate that the licensee be liquidated, the commissioner,
with the attorney general representing the commissioner. may apply to the circuit court for the county in which
the principal office of the licensee is located for the appointment of a receiver for the licensee, if the
commissioner determines that any of the following are true:

(a) The licensee is insolvent.

(b) The licensee has suspended payment of its obligations, has made an assignment for the benefit of its
creditors, or has admitted in writing its inability to pay its debts as they become due

(c) The licensee has applied for an adjudication of bankruptcy, reorganization, arrangement, or other relief
under a bankruptcy, reorganization, insolvency, or moratorium law

;(1) A person has applied for the relief described under subdivision (e) against any licensee and that licensee
has by an affirmative act approved of or consented to the action or the relief has been granted

(e) The licensee is in a condition that makes it unsafe or unsound for the licensee to transact business.

(4) If a receiver is appointed under subsection (3). the receiver shall liquidate the property and business of
the licensee in the manner provided for in sections 252 to 254 of the banking code of 1969. Act No. 319 of the
Public Acts of 1969, being sections 487.552 to 487 554 of the Michigan Compiled Laws, as if the licensee were a
bank.
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Sec. 719. (1) If. after notice and a hearing, the commissioner finds that i Arson has violated this act, the
commissioner may order that person to pay to the commissioner a civil penalty in the amount the commissioner
specifies However. the amount of the civil penalty shall not exceed $1,000 00 for each violation, or in the case of
a continuing violation. $1,000.00 for each day for which the violation continues. Money collected for a civil
penalty under this section shall be paid into the state treasury and credited to the general fund of this state.

(2) This section does not apply to any act committed or omitted in good faith in conformity with an order,
rule. declaratory ruling, or written interpretative opinion of the commissioner, notwithstanding that the order,
rule. declaratory ruling, or written interpretative opinion is later amended, rescinded, or repealed, or
determined by Judicial or other authority to be invalid for any reason.

(3) The provisions of subsection (1) are additional to, and not alternative to, other provisions of this act which
authorize the commissioner to issue orders or to take other action on account of a violation of this act. A person
who is convicted under section 819 on account of a violation of article 8 shall not be liable to pay a civil penalty
under subsection (1) on account of that violation. A person who pays a civil penalty under subsection (1) on
account of a violation of article 8 shall not be liable to prosecution under section 819 on account of that violation.

ARTICLE 8
CERTAIN UNLAWFUL ACTIVITIES

Sec 801 (1) As used in this article, unless the context otherwise requires:

ta "Advisor", means a person who regularly provides legal, accounting, or management services or advice to
a licensee.

(b) "Associate" means, if used with respect to a licensee:

(i) A controlling person, director, officer, agent. or advisor of that licensee

(u) A director, officer, or partner of a person referred to in subparagraph W.

(vii) A person who controls, is controlled by, or is under common control with a person referred to in
subparagraph (i), directly or indirectly through 1 or more intermediaries.

(iv) Any close relative of any person referred to in subparagraph (1).

(r) A person of which a person referred to in subparagraphs (i) to (w) is a director or officer.

(n) A person in which a person referred to in subparagraphs (v) to (iv), or any combination of those persons
acting in concert, owns or controls, directly or indirectly, a 20% or greater equity interest.

(e) "Close relative" means parent, child, sibling, spouse, father-in-law, mother-in-law, son-in-law, brother-in-
law, daughter-in-law, or sister-in-law.

(d) "Closing services" means services performed in connection with the providing of financing assistance.
Closing services includes, but is not limited to, appraising property and preparing credit reports. Closing
services does not include a service performed after the providing of financing assistance.

"Short-term financing assistance" means financing assistance with a term of not more than 5 years.

(2) or the purposes of subagent'', (1)(b):

(a) A person who is in a relationship referred to in that subdivision within 6 months before or after a licensee
provides financing assistance shall be considered to be in that relationship as of the date that licensee provides
that financing assistance.

(b) If a licensee, in order to protect its interests, designates a person to serve as a director of, officer of, or in
any capacity in the management of a business firm to which that licensee provides financing assistance, that
person shall not, on that account, be considered to have a relationship with that business firm. This subdivision
does not apply if the person has, directly or indirectly, any other financial interest in the business firm or if the
person, at any time before the licensee provides the financing assistance, served as a director of, officer of, or in
any other capacity in :he management of the business firm for a period of 80 days or more.

Sec. 808. A person shall not willfully make an untrue statement of a material fact in an application or report
filed with the commissioner under this act, or willfully omit to state in such an application or report a material
fact required to be stated in the application or report.

Sec. 805. A person having custody of any of the books, accounts, or other records of a licensee shall not
willfully refuse to allow the commissioner, upon request, to inspect or make copies of any of those books,
accounts, or other records.

Sec. 807. A person shall not, with intent to deceive a director, officer, employee, auditor, or attorney of a
licensee: the commissioner, or a governmental agency, make a false entry in the books, accounts, or other
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records of that licensee, omit to make an entry in those books. accounts. it other records which that person is
required to make: or alter, conceal, or destroy any of those books. accounts, or other records.

Sec $09 A licensee shall not provide, directly or indirectly, financing assistance to an associate of the
licensee

Set 811. A licensee shall not p-ovide, directly or indirectly, financing assistance to discharge, or to free
other money for use in dischargth in whole or in part, an obligation to an associate of that licensee This
section does not apply to a trams( lion effected by an associate of a licensee in the normal course of that
associate's business involving a line of credit or short-term finkteing assistance

Sec 812 (I) A licensee shall not provide, directly or indirectly, financing assistance to a business firm to
which an associate of that licensee provides financing assistance, either contemporaneously with, or within 1
year before or after, the providing of financing assistance by the licensee. it the terms on which the licensee
provides financing assistance are less favorable to the licensee than the terms on which the associate provides
financing assistance to the business firm. If the financing assistance provided by the associate of the licensee is
of a different kind from the financing assistance provided by the licensee, the burden shall be on the licensee to
prove that the terms on winch the licensee provided financing assistance were at least as favorable to the
licensee as the terms on which the associate provided financing assistance to the business firm

(2) This section does not apply to any of the following

(a) If the associate is a controlling person of the licensee and is also the only shareholder of the licensee
(b) If the associate is a subsidiary of the licensee

(e) A transaction effected by an associate of a licensee in the normal course of that associate's business
involving a line of credit or short-term financing assistance

Sec 815 An associate of a licensee shall not receive, directly or indirectly, from a person to whom that
licensee provides financing assistance, compensation in connection with the providing of that financing
assistance or anything of value for procuring, influencing, or attempting to procure or influence the licensee's
action with respect to the providing of the financing assistance This section does not apply to the receipt of fees
by an associate of a licensee for bona fide closing services performed by that associate if all of the following are
true

(a) The associate, with the consent and knowledge of the person to whom the financing assistance is provided,
Is designated by the licensee to perform the services

lb) The services are appropriate and necessary in the circumstances
(c) The fees for the services are approved as reasonable by the licensee

Id/ The fees for the services are collated by the licensee on behalf of the associate

Sec 817 ( I) By such orders or rules the commissioner considers necessary and appropriate, the
commissioner may exempt from sections 809 to 815 either unconditionally or upon specified terms and
conditions and for specified periods, a person or transaction or class of persons or transactions, if the
commissioner finds that the exemption is in the public interest and that the regulation of the person.
transaction, or class is not necessary for the p poses of this act

(2) In exempting a person or transaction or class of persons or transactions, the commissioner shall give
consideration. as considered appropriate by the commissioner to conflict of interest provisions of federal law or
regulation that may be applicable to that person or transaction governing participants in federal financing
programs

Sec 819 (11A person who knowingly commits an act which act violates this article shall be fined not more
than 810.000 110 or shall be imprisoned for not more than 1 year. or both

(2) This section does not apply to an act committed or omitted in good faith in conformity with an order, rule,
declaratory ruling or written interpretative opinion of the commissioner notwithstanding that the order, rule.
declaratory ruling. or written interpretative opinion is later amended rescinded, or repealed.or determined by
Judicial or other authority to be int alid for any reason

(2) Nothing in this act limits the power of the state to punish a person for an set which constitutes a crime
under any statute

ARTICLE 9
GEN ERA!, PROVISIONS

See 901 This act shall be Idler:111v construed to accomplish its purpose.,
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Sec 903. A proceeding to promulgate rules or a proceeding regarding civil penalties under section 719 shall
be subject to the administrative procedures act of 1989, Act No. 306 of the Public Acts of 1989, being sections
24.201 to 24 328 of the Michigan Compiled Laws. Any other proceedings under this act are exempt from the
provisions of the administrative procedures act of 1989. Act No 306 of the Public Acts of 1989

Sec. 905. Except as otherwise provided in this section, the provisions of a licensee's incorporating statute
apply to the licensee. If provision of the licensee's incorporating statute conflicts with any provision of this act,
this act controls

ARTICLE 10
REPEAL

Sec 1001 Act No 117 of the Public Acts of 1963, being sections 487.851 to 487.867 of the Michigan Compiled
Laws, is repealed. A reference in another law of this state to a business development corporation under Act No
117 of the Public Acts of 1963 shall be considered to be a reference to a HMCO under this act.

This act is ordered to take immediate effect

Approved

Governor.
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Secretary of the Senate.

Clerk of the House of Representatives
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The Michigan Strategic Fund's (MSF) Capital Access Program, launched In
August 1986, Is designed to provide banks with a flexible and non-bureaucratic
tool to make business loans which are somewhat riskier than a conventional
bank loan, In a manner consistent with safety and soundness regulation. The
Capital Access Program can thus assist banks In expanding their markets and
better serving their customer base, and can have an important positive Impact
on the creation of jobs and Improving the effectiveness of Michigan's economy
by supporting the growth and success of Michigan businesses. As of this
writing, the program has already assisted banks In financing more than 70
companies, and the pace of lending Is increasing. Continuing substantial
increases In the degree of bank utilization of the program are anticipated.

From the MSF's viewpoint, a key feature of the program is the high degree
of leverage of public resources -- a relatively small amount of MSF funds can
generate a relatively large amount of bank lending. To date, the leveraging
ratio of private to MSF resources being achieved by the program Is 17 to 1,
and Is expected to increase.

From the bank's perspective, a central feature is the flexibility of the
program and Its extremely non - bureaucratic administration. The bank has sole
responsibility for deciding whether or not and under what terms and conditions
to make the loan.

From the borrower's perspective, the koy feature of the program Is that
it provides access to financing that might otherwise not be available. Access
to financing Is often a crucial Ingredient in enabling a business to prosper
and grow.

This paper describes and discusses the program it some detail, and Is
intended to be helpful for descriptive purposes. The efficial legal document
specifying program parameters Is the Agreement entered into between the MSF
and each participating bank.
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uk. faorraLatirseca.

Although the Capital Access Program Is based on an insuring concept, It
Is fundamentally different from the traditional type of Insurance or guarantee
program, such as the SBA 7(a) program. which guarantees some percentage of a
loan on a loan by !oar seals. Instead, Capital Access Is based on a portfolio
concept.

If a bank partivipats In the Capital Access Program, a special reserve
fund is set up to cover future losses from a portfolio of loans that the bank
makes under the program. The special reserve Is owned and controlled by the
NSF. but it is earmarked In that bank's name. Thus, each bank participating
In the program has its own earmarked reserve. A bank could withdraw funds
from its earmarked reserve only to cover losses on loans made under the
program.

Payments are mode into a bank's earmarked reserve each time the bank
makes a loan under the program. The borrower makes a premium payment, the
bank matches that payment, and then the NSF matches the combined total of the
borrower's payment and the bank's payment. The bank Is allowed to recover the
cost of its payment from the borrower, such as through a higher interest rate,
up-front fess, or some combination. Up-front premium payments and fees can be
financed as part of the loan.

The actual level .1f payments to be made into the reserve at the time of
making any loan Is de-At-lined by the bank, within certain parameters. At a
minimum, the borrower pays an amount equal t* 1.5% of the loan amount, the
bank would match that with another 1.55, and then the NSF would contribute 3%,
for a total of 6%. At the maximum, the borrower contributes 3.5%, the bank
another 3.5%, and the NSF 7%, for a total of 14%.

Thus. for any loan made under the program, an amount equal to anywhere
from 6% to 14% of the loan amount Is paid into the bank's earmarked reserve.
After a bank has made a portfolio of loans under the program, it might have a
reserve equal to, say, 10% of the total amount of that portfolio. In such a
situation. the bank could absorb a dollar loss rate of up to 10% on that
portfolio and still be completely covered against loss. A key feature of the
program Is that the full mount In the bank's total reserve Is available as
needed to cover any loss from any of the loans made under the program. If

loans get paid off without loss, the funds stay In the reserve.

The earmarked reserve enables a bank to be more aggressive In making
loans and expanding its market. However, If a bank's loss rate were to exceed
the coverage provided by the reserve, the bank would be at risk for that
excess loss. Thus, there Is a clear built-in incentive for a bank to be
prudent.
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Nevertheless, since the reserve would enable a bank to withstand a
substan.lally higher loss rate than It could tolerate under its conventional
loan portfolio, the program enables a bank to prudently make "almost bankable
loans." For example, these 'oans might be loans to companies with good
management And a good direction, but for one reason or another, such as lack
of sufficient track record, lack of adequate collateral, lack of sufficient
net worth, or other reason, can't quite qualify for a conventional bank loan.

Because the program Is structured to provide a built -in incentive for the
bank to be prudent, there is no need for the MSF to be Involved at all In
reviewing the bank's decision on the loan. The reserve Is there for the bank
to protect and use. The bank makes the loan and simply files a one page Loan
Filing Form with the MSF within 10 days After the loan is made. Enrolling
loans under the program Is thus designed to work as essentially an automatic
process. There is no processing delay, and virtually no paperwork.

Flexibility Is a key characteristic of the program. It Is completely up
to the bank to determine how It wants to use the program. The bank sets Its
own criteria for determining whether to make the loan, determines what types
of loans it wants to make under the program, and decides the Interest rate,
fees, term to maturity, collateral requirements (If any), and other conditions
of the loan. Thus the market Is allowed to work, and Intelligent private
sector decision making is facilitated. The loan an be short term or long
term, fixed or variable, secured or unsecured, amortizing loans or balloon
loans, term loan or line of credit, etc.

When filing a loan for enrollment under the program, the bank has the
option of covering an amount under the program hhich Is less than the full
amount of the loan. This provides added flexibility, since borrower and bank
premium payments would then be based on this smaller amount. For example,
let's say that a bank makes a $300,000 loan under the program, but Is
convinced that under o worse case scenario the maximum possible loss on the
loan would be $200,000. The bank could decide to specify a covered amount of
$200,000 on the loan. In such an event the funds In the reserve could be used
to cover the first $200,000 In principal loss on the loan. plus accrued
Interest, plus documented out of pocket expenses.

A key feature of the program Is the flexibility it provides to enable a
bank to vork with a borrower after the bank has made a loan to the borrower
under the program. After a loan has been made under the program the bank can
subsequently recast It as often as nay be desirable. The bank can extend the
term of the loan, amena covenants, .1k:ease collateral, etc., without having to
obtain approval from the MSF, or even reporting the change to the MSF.
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The bank also has the flexibility to refinance the loan, adding funds.
Indeed, If the total amount of the refinanced loan does not exceed the covered
amount of the lean as previously enrolled, no new borrower or bank premium
payments need to be made into the reserve, and the fact of the refinancing
does not even need to be reported. (Once a year, the bank would be asked to
file a simple report with the MSF containing merely a listing of loan number
and outstanding balance for all loans enrolled under the program.) For
example, If a $200,000 loan covered under the program has been paid down to
$30.000, and then Is refinanced back up to $200,000, then no new premium
payments are owed. However, If the loan were instead refinanced up to
S300.000, then premium payments would be owed on the incremental $100,0"0
above the $200.000, but only If the bank wanted to cover that additional
$100,000 under the program.

Lines of credit are also treated with similar flexibility. In

establishing a line of credit and filing it for enrollment, the amount of the
loan. for the purposes of determining premium payments and the maximum covered
amount, shall be the maximum amount that can be drawn down against the line of
credit. Banks could use their normal approach, including informal
arrangements as applicable, in establishing a line of credit. A line of
credit, once established, could then be renewed each year, staying covered
under the program, without new premium payments being required (unless the
covered amount under the program Is to be Increased).

The collection and claims process Is also designed to work In a routine,
nonbureaucratic way. The bank simply uses Its normal method for determining
when and how much to charge off on a loan. At the same time that a bank
charos oft all or part of a loan, the bank would flle a claim with the MSF,
with payment designed to be handled In a prompt and routine fashion.

Because of the payments that need to be made into the reserve, a loan
made under the Capital Access Program is likely to be a bit more expensive
then a conventional bank loan. The premium payments Into the reserve are one-
time, up -front payments, the costs of which can be financed. Thus the longer
the financing stays on the books, the smaller Is the Increase In the
borrower's effective Interest rate. However, the transaction Is still likely
to be a little bit more expensive than a conventional loan. Thus, borrowers
why can obtain conventional bank financing to meet their needs would normally
be better off with such financing, and competition within the banking Industry
will work to steer such borrowers to conventional financing. From the
perspective of borrowers, the central thrust of the Capital Access Program is
that It can provide MGM to financing for many companlfls that otherwise
might not be able to obtain bank financing to meet f...r needs. Moreover,
financing under the Capital Access Program is likely io be much less expensive
for a company than alternative non-bank sources of financing, if any are
available.

3:
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It is important that prospective borrowers under the program understand
that the loan Is a private transaction between the bank and the borrower.
While the program may assist a bank In being able to take more risk than
normal. It Is still the bank that is bearing the risk of the loan, and Is
responsible for the decision making.

In approving the program the MSF Board has initially allocated $5 million
to the program, which will support an estimated $100 million In lending by
participating banks. Especially noteworthy is the fact that the MSF Board,
In its resolution establishing the program and making this initial allocation,
also incuded a strong statement of intent on the Board's long term intentions
regarding the program. The resolution stated tnat the Board Intends that the
program be operated on a market driven basis, without limiting the aggregate
amount of loans that can be wide under the program: that the Board believes
that the resources of the Michigan Strategic Fund should be more than enough
to cover any forsseable loan volume under the program for a number of years
into the future; and that the initial allocation of $5 million is only an
initial allocation, and the Board expects to provide additional allocations at
future times as needed to meet market demand. Thus a bank should be able to
participat.; in the program with confidence that It will have an opportunity to
build up a substantial portfolio of loans under the program, without fearing
that the program will run out of money.

EilighiLlaiummiLlacratau

The fundamental thrust of the program Is to make eligibility as broad
based as possible so as to maximize the Impact on Michigan's economy and to
avoid second guessing private market decisions. The borrower can be a
corporation, partnership, Joint venture, sole proprietorship, cooperative or
other entity, whether profit or nonprofit, which Is nithorized to conduct
business in the State of Michigan. The broad based nature of the program has
been enhanced as of January 1988 with the inclusion of retail businesses as
eligible to receive financing.

The basic approach Is to keep the program flexible sc that each bank can
use the program in a manner which best sults he needs of the bank and Its
customers. Keeping the program broad based will also assist banks In building
up a portfolio to take maximum advantage of the portfolio osurance effect,
thereby making the program more attractive and effective. Moreover. the high
degree of leveraging of public resources supports keeping the program broad
based.
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There are however, a relatively small number of restrictions that are
either mandated by statute or are necessary to protect thu basic integrity and
purpose of the program. These restrictions ar, described below.

1. IhillemsbaxosmLajlichicxe - The roceeds of the loan must be
used for a business purpose within the state of Michigan. Generally,
therefore, the program Is geared to Michigan businesses. In the
case of a company with multi-state operations, the key test Is that
the primary economic Impact of the endeavor financed by the proceeds
of the loan must be In Michigan.

2. Exclusion of Housing - The MSF statute prevents the financing of
"that portion of an endeavor devoted to housing." Thus the proceeds
of the loan cannot be used for the construction or purchase of
residential housing. Ho this Is Interpreted to mean permanent
housing. Thus loans to motels or hotels or for the construction of
motels or hotels are eligible.

3. exxxlmatealExixtethiamrsklx - The loan cannot be used to finance
passive reel estate ownership. Passive real estate ownership would
occur If a company were to buy land or buildings simply as an
Investment, without developing or improving the real estate In any
way, and without Intending to use it for Its own business
operations.

It Is Important to stress, however, that except for the restrictions
against passive real estate ownership and housing discussed above,
the program can be used for real estate financing. For example, the
program can be used to assist a company to finance the acquisition
of land or buildings intended to be used in the business operations
of the company. In addition, the program can be used to finance the
activities of a developer or builder in acquiring real estate for
development or in constructing or renovating a building. In the
case of a loan to a developer for construction or renovation
financing, the loan under the program should be intended to cover
the period through the construction or renovation phase. The
permanent financing can be also be Included, If the borrower will be
the company that will use the real estate for Its own business
operations.
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4. Refinancing Prior Debt Which Is Not In Program - A bank Is not
permitted to take an existing loan on Its books (or on the books of
an affiliate) which Is not In the program and simply refinance it,
without adding new money, and put the refinanced loan under the
program. However, If a bank refinances an existing loan and adds
new money by increasing the outstanding balance, it Is permissible
to cover under the program an amount not exceeding the amount of the
new money. For example, If an existing loan, not under the program,
has an outstanding balance of $200,000, and that loan Is refinanced
with a new balance of $300,000, the refinanced loan can be enrolled
under the program, but the covered amount could not exceed $100,000.

5. Canillatsatanterest - A bank Is not permitted to use the program
for "Insider" transactions. Insider transactions are defined to
include a loan to an executive officer, director or principal
shareholder of the bank, a member of the immediate family of such an
executive officer, director or principal shareholder, or to a
company controlled by any of these people. The basic definitions
used In this conflict of Interest prohibition tie in to basic terms
used in the Federal Reserve's Regulation 0, which the bank has to be
familiar with in any event for their normal operations.

6. We - There are no borrower size requirements or minimum or
maximum loan sizes. It Is recognized, of course, that the structure
of the program will tend to focus the program to assisting small and
medium sized companies. However no arbitrary limits are provided.
It should be noted, however, that the maximum amount to be paid by
the MSF Into a bank's earmarked reserve in connection with any one
borrower shall be $150,000 In any three year period, unless the MSF
has approved, In writing, a greater payment. With the MSF making
payments of between 3% and 7% of the loan amlunt, a $150,000
contribution would support a loan of anywhere from $2.1 million to
$5 million, a large loan Indeed. Providing for advance
authorization beforo the $150,000 limit Is exceeded will assist the
MSF In monitoring the sufficiency of Its own allocated funds.
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Cnll tlen end Claims

The process for a bank getting reimbursed for losses on loans made under
the program Is intended to be as routine and nonbureaucratic as the process
for enrolling lions under the program. The MSF simply relies on the bank to
exercise reasonable care and diligence In its collection activities. If a

loan gets into trouble, the program calls for the bank to determine when and
how much to charge off on an enrolled loan in a manner consistent with the
bank's normal method for making such determinations on its conventional
business loan. A bank would file a claim under the program at the time It
charges off all or part of a loan. The claim may include the full amount of
principal charged off, plus accrued interest, plus out of pocket expenses.
(If the amount of the loan that the bank covered I.nder the program Is less
than the amount of principal charged off, then the amount of principal and
accrued interest included In the claim shall not exceed the principal amount
covered under the program, plus accrued interest attributable to such covered
principal amount.)

In keeping with the extremely nonbureaucratic nature of the program, the
claim form submitted by the lender to the MSF Is only a halfpage form. The
program envisions prompt and routine payment.

The program Is structured so that when the bank makes a loan and then
enrolls it In the program, the bank Is automatically making a small number of
representations and warranties to the MSF that the loan complies with program
requirements. If the bank later suffers a loss on that loan and properly
files the claim form, the only grounds for denial of the claim would be If the
representations and warranties made by the bank at the original time of the
enrollment of the loan were known by the bank to be false at the time the loan
was filed for enrollment.

The claims process allows a bank to recover Its loss at the time it
recognizes the loss, prior to having to exercise its collateral rights or
other legal remedies in connection with the loan. However the bank would be
expected to continue to exercise its collateral or other rights In a manner
such as It would do for a conventional bank loan. If there were a subsequent
recovery from the exercise of such rights, so that the amount of loss
ultimately were less than the amount for which the bank had been reimbursed
from the earmarked reserve, the bank would put the relevant amount of the
recovery, net of out of pocket expenses, back Into the earmarked reserve.
This Is similar to the process that a bank would follow In putting recoveries
on conventional loans back Into the bank's internal loan loss reserve.

3 .i0
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As described above, the Intent of the program Is for the bank to be fully
responsible for collection activities and for the MSF to stay out of the
bank's way. However, as a safeguard against the extreme situation where a
bank Is abusing the Intent of the program by ignoring its obligation to
exercise reasonable care diligence In its collection activities, the MSF
will reserve for itself, In limited circumstances and as a last resort, the
right to be subrogated to the rigrts of the bank. The subrogation would apply
to any collateral, security or other right of recovery, in connection with a
loan, which has not been realized upon by the bank. This provision could only
take effect after the bank has filed a claim and has had its loss fully
covered. It is hoped that the MSF will never have to exercise this right of
subrogation.

lialamilaacemfthellaserwiLlung

A central concept of the program Is that the MSF owns the funds in the
bank's earmarked reserve, but that these funds are legally dedicated solely to
cover losses on loans made by the bank under the program. Legally, the MSF
actually pledges the funds in the reserve fund to be available to pay claims
on loans under the program.

For administrative convenience for both the MSF and the bank, and to
provide an extra benefit to the participating bank, it Is the plan of the MSF
to open up an account at the bank, and deposit the monies In the bank's
earmarked reserve right at the bank. The plan, as it Is now being
implemented. Involves establishing a money market deposit account In the MSF's
name at the bank's published rate of interest.

It should be pointed out that although the above procedure Is consistent
with the full intent of the MSF, and there are no plans to do otherwise, the
legal Agreement between the bank and the MSF in no way binds the MSF to
maintain the funds in a deposit account at the bank. Thus, for example, if a
bank abuses the Intent of the program, the MSF will have the flexibility to
close that deposit account and deposit the monies In the reserve elsewhere.
However, this wouldn't change the legal status of the reserve as dedicated
solely to cover losses from loans that the bank makes under the program.
Moreover, In the event that the MSF does not deposit the funds in an account
at the bank, the funds may be invested or deposited only In 1) direct
obligations of the United States government or the State of Michigan. or in
obligations the principal and Interest of which are unconditionally guaranteed
by the United States or the State of Michigan, or 2) a deposit account at a
federally insured depository institution.
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Half of the Interest earned on the funds in the bank's earmarked reserve
will stay In the reserve, to help build It up. The MSF Is authorized to
withdraw the other half of the interest for use by the MSF for whatever use
the MSF Board determines.

Although the MSF technically owns the funds in the reserve, it Is
intended and expected that banks will develop a proprietary interest in the
reserve. The reserve earmarked for a bank takes on the character of an off
balance sheet asset of the bank, which enables it to be more aggressive In

its lending activities. The bank controls the amounts of payments going Into
the reserve and the reserve Is reduced only when a bank suffers a loss on a
loan made under the program. The program ds good performance, In that as
loans are successfully paid off, the funds stay In the reserve, and actually
Increase over time through the earning of interest. However. if at some point
In the future the bank were to completely drop out of the program, and after
all of the loans previously made had all been paid off, the MSF would
ultimately be able to withdraw the funds from the reserve.

Bankers sometime ask why the bank wouldn't be able to get back some or
all of the funds from the reserve In the event that they have dropped out of
the program and the loans have been paid off. The primary answer Is that a
key provision In maintaining the structural integrity of the program Is that
the bank can only gain access to the funds In their earmarked reserve to cover
losses on loans made under the program. If a bank knew that it could
ultimately withdraw funds from the reserve after dropping out of the program,
this might create an incentive for the bank to put conventionally bankable
loans under the program, because the bank might reason that it will ultimately
get the money back anyway. By contrast, if the only way that a bank can gain
access to the funds In the reserve is to cover losses from its program loans,
the only way that a bank can ultimately get any advantage from the program Is
to use it for Its intended purpose, as a flexible tool to enable the bank to
expand Its markets by taking more risk than it otherwise could take.

The program contains a formula for addressing the effective dropping out
of the program by the bank. If for a consecutive 24 month period the amount

In the reserve fund continuously exceeds the outstanding balance of all of the
bank's enrolled loans made since the beginning of the program, the MSF is
authorized to withdraw any such excess to bring the reserve down to an amount
equal to 100% of the outstanding balance. As a practical matter, this formula
would only come into play for a bank that has effectively dropped out of the
program. Even If a bank has been inactive for a long period, If it begins
making loans during the 24 month period, the aggregate outstanding balance
would generally quickly exceed the reserve. The formula Is thus intended to
give the MSF the ability to withdraw funds from the reserves earmarked for

banks that have effectively dropped out of the program, but to do it In a
manner that In no way jeopardizes the protection that the reserve provides for
any loans still outstanding.
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Eirls.ltagiLLocanthal

How does a bank proceed In the early stages of its participation In the
program, before a substantial reserve has been built up? Many banks will
understandably have a tendency to be rather cautious Initially. As the
reserve begins to build up, and as the bank gains more experience under the
program, the bank may gradually evolve to a more aggressive posture, expanding
Its margins that much further.

Even If a bank is unfortunate enough that one of Its early loans In the
program gets Into trouble, It Is likely to be some time before the loan
actually defaults, and by that time hopefully the bank will have a portfolio
of Peens and have built up an adequate reserve. Nevertheless, other things
being equal, there Is some extra risk attached to these early loans made
before a substantial reserve has built up.

Thus, In order to assist a bank to build up the reserve more rapidly and
to address risk Issues In the early stages of a bank's participation In the
program, two special features have been Included In the program. The first
special feature applies to the first $2 million of loans that a bank makes
under the program. This feature provides that the MSF will contribute a
greater portion to the reserve. While the minimum and maximum payments for
the borrower and the bank would remain the same, the MSF, rather than simply
matching 100% of the combined total of the borrower and the bank, will Instead
contribute an amount equal to 150% of the combined total of the borrower and
the bank. Thus, In the minimum case, the borrower contributes 1.5%, the bank
1.5%, and the Strategic Fund 4.5%, for a total of 7.5%. In the maximum case,
the borrower would contribute 3.5%, the bank 3.5%, and the Strategic Fund
10.5%, for a total of 17.5%. This first special feature Is designed to help
build the reserve more rapidly, and to give the bank an extra incentive to
begin to use the program.

The second special feature applies to the first $5 million of loans that
a bank makes under toe program. If one of those loans suffers a loss and at
the time of the loss there Is not enough in the reserve to fully cover that
loss, the bank would Initially be able to withdraw all of the amount In the
reserve at the time of the less, to cover the loss as much as possible. If

the bank then continues making loans under the program and begins to build the
reserve back up, the bank would be allowed to withdraw from the reserve at a
subsequent time in order to fully cover the earlier loss. (The only
restriction Is that the amount subsequently withdrawn to cover the earlier
loss cannot exceed 75% of the amount In the reserve Immediately prior to such
subsequent withdrawal.) Thus, even at the beginning of Its participation In
the program, the bank has the comfort of a portfolio Insurance effect, because
It knows that If In the long term its losses are kept to a reasonable level,
It will be fully protected against loss, and the bank won't suffer due to
unlucky early losses.
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Tinkfrocass tor a Bank to Sign Up for the Program

The MSF Board has approved a master form of Agreement to be separately
entered Into between the MSF and each bank that wishes to participate In the
program. Entering Into this Agreement does not commit a bank to make any
loans under the program. but does spell out the full and official parameters
that apply if a bank makes loans, and the obligations of the MSF and the bank
under the program.

In its resolution approving the form of Agreement and authorizing the MSF
staff to enter into such Agreements, the MSF Board stated that "it Is the
policy of the Board that such Agreements should be entered Into with any
depository institution, which has its principal office located In Michigan,
that wishes to enter Into such Agreement and that has sufficient experience
and capacity to participate In the program, and that such depository
institution should be considered to have such experience and capacity absent
any credible evidence to the contrary."

Consistent with the entire approach to the program. the process for a
bank to sign up to participate Is thus being kept simple and routine. Staff
is utilizing a half-page application form to obtain information on a
depository institution's year-end commercial and industrial loans outstanding
for each of the last three years. Absent any credible evidence that a
depository institution lacks sufficient experience and capacity to participate
In the program, staff Is signing up lenders that wish to participate by
entering Into the Agreement.

111111113ALSLitenkslakRmapmalbla

The Capital Access Program has been structured throughout to give banks
the maximum possible freedom to make Intelligent private sector lending
decisions. Structural incentives are built Into the program to promote
program goals. Nevertheless It Is also important to emphasize that the MSF is
relying on the participating banks to be responsible. The ability of the MSF
to keep the program simple and effective will be sustained if the
participating banks attempt to adhere not only to the letter of the program
requirements, but also to the spirit and Intent of the program.

In order to be able to implement the program in a fully nonbureaucratic
manner, the MSF needs to be able to prevent the program from being abused. So
that the MSF can move quickly If necessary to stop abuses, the MSF retains, in
the legal Agreement entered into with each participating bank, the absolute
discretion to terminate a bank from the right to make new loans under the
program. (This wouldn't affect the status of loans already made under the
program.) Obviously the MSF's objective Is to have as many banks as possible
use the program successfully. Thus It is the MSF's Intention to enforce this
provision against a particular bank only If such bank has exhibited a pattern
of abuse of the intent of the program. It is hoped that this authority will
never have to be used.

3
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As a bank begins to use the program, to assist the bank in particular
cases it will probably be helpful for bank staff from time to time to seek
informal clarifications regarding the objectives and intent of the program.
The MSF staff will endeavor to provide quick responses. The MSF plans on
making this program a model for government responsiveness and effectiveness,
so that the program can have maximum benefit for banks, Michigan businesses,
and the state.
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BACKCROL14D

The annual appropriation act, Public Act 112 of 1985 contained

a new reporting requirement for Local Development Services

Bureau in the Commerce Department. Section 8 (1) of Public Act

112 required the Office of Women Business Owners to study state

laws that affect equal business credit and truth-in-lending for

women business owners. The boilerplate also states that the

Women Business Program should propose new legislation which

will give women equal credit opportunities and improve their

access to both private and public financing.

Pursuant to this requirement the Office of Women Business

Owners es.-blished a working group and held 4 public hearings

throughout the state providing women the opportunity to discuss

their experiences while requesting and or obtaining business

loans. The working group ud/ed state and federal laws that

affect equal business credit and have made recommendations to

insure equal access to credit for women.

3 4. ,:,
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EXECUTIVE SUMMARY

Women Business Owners in Michigan own 36% of the businesses and
are the fastest growing segment of the small business
community. Women are starting businesses five times faster
then men. it hAs been projected that women will own 50% of the
businesses by the year 2000.

In spite of this phenomenal growth rate women entrepreneurs'
major obstacle in the development and expansion of their
businesses is equal access to capital.

In March and May of 1986, Doug Ross, Director of the Michigan
Department of Commerce, met with 35 top women business owners
from around the state to discuss issues and strategies. The
number one concern of this group was their difficulties in
obtaining financing.

The testimony given by the women at the four public hearings
identified one overriding concern. In their opinion, women do
not have equal access to credit and are discriminated against
In the business and commercial loan process. Lenders perceive
women-owned businesses as high risk investments due to
MlIgerceptlen about women's ability, experience and commitment
to operate successful businesses. Women are charged excessive
amounts of interest and collateral (up to S times the loan
amount) and co-signatures are required even from women who have
attained personal '-edit in comparable amounts. Furthermore,
84% of the businesses owned by women are in the category of
service, retail or wholesale, and In banking terms, have "soft
assets" which lenders perceive as poor collateral for loans
Therefore, due to the type of business owned by women,
additional perceptual discrimination is experienced.

Existing laws such as the Equal Credit Opportunity Act prohibit
discrimination based upon age, sex, race or religion and have
significantly improved womens ability to obtain personal loans.
Unfortunately, legislation did not go far enough and specific
exemptions from the requirements of Regulation B of the Federal
Reserve Board granted to lenders, have made it easier to deny
commercial and business credit to women or offer loans with
discriminatory terms.

Page 2

3,1



340

It Is therefore, the recommendations of this working group to:

Support the present US House and Senate Equal Access
to Credit Bill;

2. Enact state legislation paralleling the federal
legislation;

3. Monitor the commercial loan process;

4. Develop reporting requirements;

5. Establish policies to enforce fair lending practices;

6. Support the development of a M^men's Business
industrial Development Corporation (BIDC0);

7. Develop a public education and awareness component.

The goal of these recommendations is to provide the women of
this state equal access to credit enabling them to participate,
compete and prosper equitably In the business communities of
Michigan.

A detailed appendix of the Legislatio- and copies of the
testimony from the four public hearing is available upon
request. Submit all such requests to:

34 0

Barbara Gentry
Michigan Department of Commerce
Office of Women Business Owners
P.O. Box 30225
Lansing, Mi 48909
Telephone Number: 517/335-2166
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SUMMARY OF TESTIMONY & ISSUES

The Michigan Department of Commerce, Michigan Department of
Civil Rights and the Michigan Womens Commission, co-sponsored
four public hearings throughout the state regarding women's
access to capital. The Financial Institution Bureau was
represented on the panel and In each community, local co-
sponsors represented the Chambers of Commerce, Women Business
Owners, Women's Divisions of the Chamber and Small Business
Centers. The co-sponsorship Is listed In the Table of
Contents. The locations and dates were

Southfield
Jackson
Flint
Lansing

July 21, 1986
July 22, 1986
July 23, 1986
July 24, 1986

At these hearings the women were asked to share their
* xperiences in requesting or obtaining commercial loans. They
were asked to Include such information as

it What type and amount of collateral was pledged to secure
the loan?

* What Interest rates were charged?
* Were co-signatures required?
* What type of business Is owned?
* Was notice of denial provided, and t were the reasons?

Women were not required to disclose their names nor the name of
the lending institution unless they so desired. Many women did
not testify because they were concerned with reprisals or loss
of their existing banking relationship. As one woman stated,
"I do not want to Jeopardize my chance to go to the well, even
though It only dribbles out to me." Several women wrote
letters providing testimony which are Included In the appendix.

In general, the testimony clearly defined the discrimination
women experienced in the commercial loan process. Women are
unanimous In their opinion that they were discriminated against
by lenders because they were women and perceived by lenders:

1. As not having the experience, ability or commitment to run
a business successfully;

2. as owning businesses for hobbles, a way to pass the time,
or Just to make "extra" money.

Page 4
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Businesses owned by women are generally in the banking category
of "soft assets" (service, wholesale and retail business),
which are generally perceived as higher-risk investments than
manufacturing assets. To date there is no documentation to
support any of these assumptiDAS

The most flag abuses and discriminatory loan practices are
In the areas .,f co-signatures (when women have proven credit
worthy In tha(. own right) and excessive collateral pledged to
secure loans. Because lenders perselve women as poor risks,
they require additional co-signatures from (usually) husbands,
sons, fathers, or uncles and attach most of the tangible assets
(often in excess of five times the amount of the loan) that the
women own. One woman business owner needed a small loan for a
piece of equipment. This woman has established a long and good
personal credit history and is also employed as a full-time
teacher. When she went to the lending institution, she had to
pledge her house, furniture, and her stamp collection. "My
goodness" she said, "What Is sacred?" "In the whole process of
not only purchasing a home and having a career as a teacher
with a very stable income, I Just couldn't believe it. I have
never had to go through this sort of thing for credit
whatsoever."

The most outrageous testimony was from a woman who had been
employed by a drilling company for 19 years. The owner was 75
years old and wanted to sell. "More or less as Job security at
my age, I figured it a little hard to get a new Job, so I

decided I would try to buy It." She started applying for loans
In 1983 and finally received her loan in 1985. One lender
actually said, "Wouldn't you rather start a dress shop."
Another lender asked her if she was capable of scheduling Jobs.

This company was located In Ohio with six employees and assets
of $495,000 and the woman wanted to relocate the business In
Michigan. After two years of seeking private and public funds,
she was finally granted a loan of $120,000 from a bank and had
to pledge all the assests of the company (machinery, building,
and equipment), her personal assets, and J second mortgage of
$75,000 on her home, all totaling $700,000. Along with this
collateral, the previous owner of the company had to put
$30,000 In CD's in the bank as security until this woman had
paid off the first $30,000 of her $1'0,000 loan. She also had
to take out a life Insurance policy for the loan amount. The
company is now In Michigan, has 22 employees and grossed over
$695,000 In her first year of operation. This woman's son, who
recently graduated from college, went to work for her in

November 1985. She has made him vice president and given him
1,000 shares of stock.

Page 5
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Six months Ago she applied for a 520,000 working capital loan,
for payrol, secured by 5116,000 In receivables and the bavk
made the 25 year old son co-sign. Two months ago she requested
517,000 for a new truck and, again, her son had to co-sign. In
her statement. "I don't feel that I should have a 25 year old
son sign because 1 have been divorced for 20 years and the bank
couldn't get a husband to sign. I feel they really took me.
When it came to collateral, they Just took everything. I don't
think that was necessary because it would be different If I

didn't know what I was doing. I worked for the company for 19
1/2 years. I do know what I'm doing. I don't know anything
about a dress shop, but I do know the drilling business. I

still have trouble convincing them."

Another woman testified that she started a temporary
secretarial service company four years ago. She has had a
steady growth and remains In the black. She has approximately
100 clients. She went to the bank for a 510,000 equipment
loan. The bank requested her car and other equipment as
collateral. She said, "I finally got my commercial loan, I

really felt good about it, but, you know my husband had to sign
for me and It's like being a child. It's like, we'll give you
the loan but daddy has to be there to make sure that it's going
to be paid. That's not fair. "What does this mean for me?
Three years from now, will I still have to have my husband's
signature and a lien on my house for a loan? When can I get
credit on my own? My clients have confidence In me. How come
the bank doesn't have that much confidence In me? I can go
into any retail store In this town and get a 55,000 credit
limit by Just signing my name or a piece of paper, but I can't
even go into the bank to get nohing without somebody standing
there holding me up."

Most women testifying have expressed an ability to obtain
personal loans In small amounts. In most instances, they pet
personal loans for their businesses. They can obtain personal
credit limits below 55,000 or 510,000 but it Is difficult to
obtain larger lines of personal credit. One of the women said
she has six credit cards totaling 515,000 and she uses that
borrowing power for her business. The problem Is that the
interest rate Is between 18% and 24%, which Is very expensive
for a small business. These interest rates deter significantly
a woman's ability to expand the business. In spite of these
obstacles, women ere still succeeding.

...

#4
...0



344

Single or divorced women testified that It was even more
difficult for them to obtain loans because they did not have
that additional income from a spouse or a male to co-sign for
them. A single women who has owned a successful manufacturing
company :or six years testified that she went to a lender for
$23,000 working capital and expansion loan. The loan officer
had her pledge all of her personal assets, s,arted counting her
rings and charged her 3$ over prime. He then required her
father to co-sign. Her father has borrowed hundreds of
thousands of dollars on his signature and could have loaned her
the money at prime, but she is still trying to get commercial
credit In her own right. As most women stated, "When will this
e nd? Are our daughters going to be faced with this?"

Several women doing business with the state testified that
lenders would not take purchase orders as collateral. They
could not get loans from lenders to deliver the products or
services tor which they had been awarded the bids. One woman
said, "The banks told us that contracts with the state was not
real collateral, only paper", and would not loan the operating
capital. Severn' women lost valuable contracts because they
did not have sufficient capital to perform.

One woman has lost over $400,000 in contracts because she could
not obtain the operating capital.

The economic range of the oroblem encompasses women
e ntrepreneurs who are interested in business ownership to

create wealth to economically disadvantaged but talented
e ntrepreneurial women who have no tangible collateral to secure
loans.

1. A woman who owns a waste recovery company and has a
$60 million project could not get funding In this
state and has gone to the international market where
the Austrian government is entering into a joint
project with her to finance the facility.

2. Minority women expressed experiences of clearly
defined racial discrimination. One woman testified
that her banker was willing to trade sexual favors
for loans. Older woman expressed awareness of their
inability to obtain loans due to their age.

All of this discrimination is subtle and difficult to prove.
It is not possible to prosecute attitudes, yet it Is possible
to enact laws that change behavior.

The following segment discusses the existing federal and state
laws that affect equal business credit and truth In lending In
both the public and private market.

Page 7

3 4 13



345

SUMMARY OF EXISTING LEGISLATION

Currant IAN

THE EQUAL CREDIT OPPORTUN1TY_ACI of 1974 (ECOA) (Appendix A)
prohibits discrimination In credit transactions on the basis of
race, color, national origin, sex, marital status or age. A
number of provisions ere contained In the Act which are
designed to protect against discriminatory practices.

The Act provides for the promulgation of regulations by the
Federal Reserve Board (Fed), authorizes the Fed to make
classifications and distinctions, and specifically authorizes
the Fed to exempt from the provision of the Act any class of
business or commercial transactions under the narrowly defined
circumstances.

Regulation B, which was promulgated by the Fed under this
statutory authority, affords special treatment to certain
commercial credit transactions and In addition, exempts All
business and commercial credit transactions from the provisions
of the Act relating to the following:

(a) notification of adverse action unless requested by the
borrower within 30 days of notice of denial, including
written statement of reasons for the adverse actions

(b) retention of records, includiqg information used In
evaluating the application unless specifically requested
In writing by borrower within 90 days of the adverse
action; and

(c) information concerning marital status.

(d) notification to credit applicants for the need to request
the retention of credit files and written statement of
reason for denial,

Pending 1291s1A11211

SR 1486 and H.R 1575 Equal ccess to Credit

Bills to amend the Erie, Credit Opportunity Act (ECOA)
(Appendix 8) were introduced simultaneously in the US House by
Congressman Perron J. Mitchell and US Senate by Senator Robart
Dole in March 19, 1985. This legislation would strengthen the
ECCA to rescind the exemptions for commercial and business
loans.

Page 8
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Exemptions from some protections of ECOA are the basis for what
appears to be an industry-wide perception that business credit
is not subject to any provisions of the ECOA. As a result,
women and minorities are still subjected to subtle
discriminatory practices that are difficult to detect or prove.

In the 98th Congress, during Smell Business Committee hearings
on H.R. 3832, the Women's Business Ownership Act of 1984,
Chairman Perron J. Mitchell agreed to work with Congresswoman
Lindy Boggs In finding solutions to the problems facing women
business owners and asked the women's groups, who appeared as
witnesses, to bring their recommendations. Congresswoman
Boggs, the National Association of Women Business Owners
(RAMBO), and- the Congressional Caucus on Women's Issues
presented Equal Access to Credit as a key issue and supported
rescinding the current exemption of business credit
transactions from certain provisions of the ECOA. Removal of
the business credit exemption has emerged as an Important issue
to minority business concerns as well.

On March 19, 1985, Parren Mitchell introduced H.R. 1575 on
behalf of himself and Congresswoman Boggs. H.R. 1575 amends
the Equal Credit Opportunity Act of 1974 (ECOA) to restore the
protection of the Act to business credit transactions except
for narrowly defined classes or distinctions. Moreover, future
such exemptions must be made pursuant to methods designed to
permit open scrutiny, public comment, and due process.

H.R. 1575 accomplishes this by subjecting any ECOA business
credit exemption to the hearing process, conducted according to
the Administrative Procedures Act (APA), with formal
determinations and findings, and limiting any such exemption to
a five-year period after which time another hearing would be
required.

Arguments against the bill are the same arguments made against
the original ECOA legislation. Loan officers are reluctant to
keep records or to provide a written statement of reasons for
denial of a loan application. They claim H.R. 1575 will make
loans to small business harder to get.

The ECOA, however, never intended a business credit exemption.
The ECOA legislative history clearly states that business and
commercial credit were to be subject to the same protections
against dlscriminatirn as other types of credit transactions.
The ECOA provides for exemptions or classifications and
distinctions, but only If there Is an "express finding" that
application of the Act's provisions would not further the goals
and purposes of the Act.

Page 9
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H.R. 1575 clarifies that original intent and closes a

regulatory loophole. Valid distinctions can still be drawn and
justifiable exceptions made, but by formal proceedings only.

The bill has been incorporated into H.R. 2472, the Women's
Economic Equity Action (EEA) package introduced by the
Congressional Caucus on Women's issues, with widespread
bipartisan support.

H.R. 1575 was referred to the Subcommittee on Consumer Affairs
of the House Committee on Banking, Frank Annunzio, Chairman.
An identical bill has been introduced In the Senate by Senators
Dole, Byrd, and others.

ligLomilitill RE NVEST/CELL=

The federal Community Reinvestment Act (CRAP provides that
"regulated financial institutions have (a) continuing and
affirmative obligation to help meet the credit needs of the
local communities In which they are chartered." Federal
regulators have been given a mandate by Congress to use their
powers of regulation and examination to encourage banks to meet
their obligations. Federal regulations require that the record
of the institution In meeting credit needs must be taken Into
account In connection with the approve) of bank applications
for changes In corporate structure.

Since enactment of P.A. 177 of 1985, Michigan law has also
provided for a community investment assessment by the
Commissioner of Financial institutions as a condition of
approval of an II:tee-stets acquisition or merger. See Appendix
C.

The commissioner must consider among other factors spelled out
In federal regulations:

- the activities of the bank in assessing community credit
needs and communication with the community regarding the
credit services the bank provides;

- evidence of illegal or discriminatory acts;

- the bank's origination of residential mortgages, home
improvement and rehabilitation loans, small business and
small farm loans or the purchase of such loans originated
In the local community;

- the participation of the bank In governmentally insured,
guaranteed, or subsidized programs for housing, small

business, or small farms;

88-199 0 - 88 - 12
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- The CRA process creates opportunities for Individuals and
organizations within a community served by a banking
organization to assess and comment on a banks performance
in meeting their credit needs and to challenge an
application If those needs are not being met.

UAL
SECTION 147A of the Michigan Penal Code (Appendix DY provides
for non-discrimination In decisions to extend credit based upon
race, color, religion, national origin, marital status, sex or
physical handicap excepting certain non-profit corporations.
The Act makes such unlawful discrimination a misdemeanor,
punishable by a fine of up to $1,000 and also permits a civil
action for damages upon finding of a violation.

THE ELLIOTT - LARSEN CIVIL RIGHTS ACT Is a statute which
prohibits unlawful discrimination In areas of employment,
housing, public accommodations, and public service and
education, based on race, religion, color, national origin,
age, sex, marital status and in employment; body, height,
weight and arrest record. The Act generally sets the
procedures for handling such complaints, including remedies for
violations.

Page 11
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EQUAL ACCESS TO CREDIT: WORKING GROUP SPECIFIC RECOMMENDATION

Legislation

Problem Is

Because woman-owned businesses are perceived as a high risk for

commercial or business loans excessive collateral ar,d co-signatures

are unnecessarily required from the women who are already credit
worthly In their own right.

Recommendation 1:

Promote the passage of the Federal Regulation on Equal Access To
Capital by:

1. The Office 01 Women Business Owners' communication of its
findings and recommendations to the U.S. House Banking
Committee and the Michigan Delegation.

2. Working with the federal committee and various women

business organizations in this state to support the

enactment of this bill; and

3. Enlist the support of the state's legislative liaison to
lobby this issue.

In addition, a broad legislative proposal patterned after the Federal
Equal Access to Capital 8111 should be introduced and supported on a
state level.

Problem 21

Women continue to be discriminated against, on the basis of sex, age,
marital status and race In the commercial credit market.

Recommendation 2:

That proposals be made to the legislature to clarify the coverage of
the Elliott-Larsen Civil Rights Act (ELA) In the area of public

accommodations so that the prohibitions contained therein on

difference of treatment In the granting of any privilege including
that of commercial credit extension or commercial lending practices,
which may be causally conditioned upon region, race, sex, national

origin and age, etc. And furthermore, that the study be made of the
problems which women may encounter In efforts to obtain fair and equal

access to personal credit, for possible Inclusion In future

legislation.

Page 12
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Problem 3:

Women continue to experience discrimination In the form of
differential terms while obtaining commercial loans including: higher
Interest rates, excessive collateral, unnecessary co- signatures and
short term loan's. Presently, there Is no system to compare, maintain
and document the variations In the terms and conditions of the loons.

Recommendation 3:

Develop a system using a standardized form whereby federal and state
chartered lending institutions report the activity of business loan
requests on a quarterly basis, including but not limited to the
following information:

- amount of loan
- value of collateral pledged

- term of loan
- co-signatures and relationship of co-signer
- gender and race of applicant

- reason for dental or variation term.

In order to assure that all licensed lending institutions are using
relevant economic criteria In granting commercial credit, lenders

shall retain records on commercial credit applications for a period of
not less than 23 months. The Financial institutions Bureau and the

federal banking agencies should use these existing regulatory

authorities to: examine for compliance with Equal Credit Opportunity
Laws using tOis data as a starting point and take appropriate

enforcement action, when necessary. In addition, to examining for
compliance with ECOA, the Financial institutions Bureau and the
federal bank regulatory agencies shall assess the record of each bank
In affirmatively promoting commercial lending to Women Business Owners
and shall make the results of this assessment a key factor In their
Community Reinvestment Act rating.

Lean Fund

Problem 4:

Eighty-four percent of the business owned by women In this state are
In the area of service, wholesale and retail. In banking terms, these
are businesses with soft assets and are perceived to be high risk
investments, therefore financing Is more difficult to obtain than for
a business with tangible assets such as manufacturing.

Page 13
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Recommendaticm 4:

Support and encourage the formation of a Woman Business and Industrial

Develo,...ant Corporation 1BIDC0). With the investment flexibility of
a non-bank lender, the BIOCO could invest in businesses that would

otherwise have difficulty obtaining credit because they are perceived

to be a high risk investment for conventional lenders. The BIDCO
would, thereby enhance Michigan's re-emergence as a viable business

enterprise state.

Problem 5:

Women business owners continue to lose state contracts because they
cannot obtain the operating capital to perform on the state contracts.

This affects their ability to develop prosperous, viable businesses.

Recommendation 5:

The Legislature amend Public Act 428, P.A. 1980 to provide that any

woman or minority business owner denied commercial credit to perform

on a state or federal contract may bring such denials to the attention

of the state's Affirmative Action Officer, the Lieutenant Governor,

who will contact the appropriate regulatory agency to review the

reason for denial.

Public Amerman

Problem 6:

Women business owners are unaware of the laws that prohibit

discrimination in the loan process and their rights and remedies in
the event that a loan is granted or denied on discriminatory terms.

Recommendation 6:

Establish a clearing-house and dissemination system for information
regarding the commercial loan process and that this clearing-house

sponsor workshops addreaing these issues and publish brochures

outlining the rights of women In the commercial loan process.

Further, that it should produce materiels, conduct educational

programs, and provide training to Women Business Owners so that they

can more fully exercise their rights under the Community Reinvestment

Act, ECLA and ECOA at state and federal levels.

Page 11
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Problem 7s

As evidenced In the testimony, both lending institutions and women
have perceptions and attitudes about each other that conflict with
their ability to do business In a mul.edly beneficial manner.

Recommendation 7:

Promote communication linkages between women business owners and
lending institutions, Including but not limited to the following
recommendations:

a) Co- sponsor meeting with lenders and women Dusiness owner
groups to discuss issues, clarify obstacles and design
solutions;

b) Host conference bringing in lenders who have extensive
experience In lending to businesses with soft assets to
discuss their ix rams and encourage Michigan lenders to
adopt similiar apt ches.

c) Develoo a voluntary review board, slmilmr to the "Voluntary
Mortgage Review Board," comprised of representatives of
financial institutions, local government and women's organi-
zations. These groups would convene periodically to review
credit applications of business women who believe they have
been defiled credit unfairly and would provi.le the
opportunity for re-appraisal and possible loan commitment.

Pag; 15
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WORKING GROUP MEMBERS:

MICHIGAN DEPARTMENT OF COMMERCE

DEPARTMENT OF CIVIL RIGHTS

MICHIGAN WOMAN'S COMMISSION

WORKING GROUP CHAIR:

BARBARA GENTRY

MICHISAN DEPARTMENT OF COMMERCE

OFFICE OF WOMEN BUSINESS OWNERS

P.O. BOX 30225

LANSING, MI 48909

TELV:",^vc NUMB[R: 517/335-2166
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Michigan Women's Commission
611 Ottawa Street
P.O. Box 30026
Lansing, Michigan 48909

Panelist: Marla Velasquez
Commissioner

354

LANSING NEARING

ilkSPCiNSDRS

Business Women's Council
Lansing Regional Chamber of Commerce
P.O. Box 14030
Lansing, Michigan 48901
517/487-6340

Panelist: Martha Mertz

Michigan Department of Commerce
525 West Ottawa
P.O. Box 30225
Lansing, Michigan 48909

Panelist: aarbare Gentry, Directs.
Office of Women Business Owners

Michigan Department of Civil Rights
303 West Kalamazoo
Lansing, Michigan 48909

Women Business Owners of Greater Lansing
205 South Larch Street
Lansing, Michigan 48912
517/487-6286

Panelist: Gloria Fleming, President

PANELIST

Peggy Bryson, Director
Research .1 Urban Investment
Financial institutions Bureau
Ill South Capitol
Lansing, Michigan 48933
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Michigan Women's Commission
611 Ottawa Street
P.O. Box 30026
Lansing, Michigan 48909

Panelist: Tessie Sharp
Commissioner

355

FLINT NEARING

CO- SPONSORS

Flint Area Chamber of Commerce
708 Root Street
Flint, Michigan 48503

313/232-7101

Panelist: Larry Ford, President

Flint Small Business Center

Michigan Department of Cormerce 708 Root Street
525 West Ottawa Flint, Michigan 48503

P.O. Box 30225 313/232-7101

Lansing, Michigan 48909
Pat Martin, Director

Panelist: Barbara Gentry, Director
Office of Women Business Owners

Michigan Department of Civil Rights
303 west Kalamazoo
Lansing, Michigan 48909

Women Business Development Center
708 Root Street, Suite 325A
Flint, Michigan 48503
313/239-0311

Panelist: Sudie Ware, Director

Peggy Bryson, Director
Research d Urban investment
Financial Institutions Bureau
111 South Capitol
Lansing, Michigan 48933

Women's Division of the Flint Area
Chamber of Commerce

708 Root Street
Flint, Michigan 48503
313/232-7101

Panelist: Charlotte Brannstrom
Executive Vice President

PANELIST

Page 18



356

JACKSON HEARING

IXt2QNSIAS

Michigan Womenis Commission
611 Ottawa Street
P.O. Box 30026

Lansing, Michigan 48909

Panelist: Debts McDonald
Commissioner

Michigan Department of Commerce
525 West Ottawa
P.O. Box 30225

Lansing, Michigan 48909

Panelist: Barbara Gentry, Director
Office of Women Business Owners

Michigan Department of Civil Rights
303 West Kalamazoo

Lansing, Michigan 48909

pAPIEL 1ST

Peggy Bryson, Director
Research E Urban Investment
Financial institutions Bureau
111 South Capitol

Lensing, Michigan 48933

Linda Fries., Vice President
The corum

Greater Jackson Chamber of Commerce
401 Sou Jackson Street
P.O. Box 60
Jackson, MI:Alvin 49204

Page 19
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SOUTHFIELD HEARING

IXESPONSORS

Michigan Women's Commission
611 Ottawa Street
P.O. Box 30026
Lansing, Michigan 48909

Panelist: Dr. Bernadine Denning
Commissioner

Michigan Department of Commerce
525 West Ottawa
P.O. Box 30225
Lansing, Michigan 48909

Panelist: Barbara Gentry, Director
Office of Women Business Owners

Wayne State University
6001 Cass Avenue, Room 214
Detroit, Michigan 48202

Panelist: Nancy Grose, Coordinator
Career .1 Professional Development

National Association of Women Business Owners
12606 Inkster

Redford Township, Michigan 48239

Panelist: Pearl Holforty, President

Michigan Department of Civil Rights
303 West Kalamazoo
Lansing, Michigan 48909

Peggy Bryson, Director
Research /I Urban Investment
Financial Institutions Bureau
111 South Capitol
Lansing, Michigan 48933

PANELIST
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GENERAL swisnca LVFORMMON (entionedl

14. Ind is your tide?
0 President
0 Cbief Fawned.* Moor
0 Mid "bimodal Offsear
0 Mid Operating Moor
6 Cleid Information) =4)

, a
1

s

7

15. la this minority-owned
boriane? RA.

, a

It la die eonip.r. ki(Prieately Geld
0 Pubbely held

, a
a

17. Meet you became die owner of your Ininee, what Ise you learned that no or told you!

("t4.LA *kr, 410Ao . . . Lp alai oikownA :hue t MO/fto
a
a'

.,.. cih,o il. i \ 4

Plimot feel free to make additional comments: df referring to specific question, please ode the question

outland sectiem'4).

ft WI 11aA Al, aa.th ilk Wrt,distvaSt .1.1/413110110 1 S1).Q, Ski 13-
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$ . ilk tOili 1\ _e, .., . 11,,! _11 t.. jkl :,,;.
s-ktc ArliSn IIVIUsa ril% 'AIIIMX)

Thank you for your time ..d nidance. This wordy is anonymous and your opinions will remade completely

confidential. A summary of the moults wall be sent to you prior to public evadabdity.

Sunny deip by.
Marketing Resource Croup
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GENERAL SE171STICAL INFORMATION (ossilased)

It Plant is your tide? irT:2:- , .
o Chief Ementim Meer
o Chief Mudd Mom a

o Chief Operating Moor s
o Chief Information Of a

o Odur hgeseifyl r

1S. ls Ws a misioritressemi
businem?

OYU.
O Ns I

IL ls this empssy: WPM...lab held . as

13 Pobliely held s

17. Siam ma beams* owner sipper business.
Ag67.1.641...0474,1

whims hose pus lemma shas.... ens !old yeer m
4.........4111.. .711.4....

...0 e....124.a.,?*:te_....1:.....re ....* 0-.7.070.., ve ... eab...4,4 ..
Please 1.64ree t'adebtiosel comments: IN ',denim. so Todd. sposstion. *me ague the emotionPlease

and esesian).

4-(---(-- i --....... ,..4.:-.i.V...c .......4-:...-4,- A-4A-, lidio-4.--4-ye
ed4142. ....4. IV 14.01e.... ema 0441.4 ...44:. re....- Z---...0
....1--.....1....., ..44...!.....$..
Thank yes for your time sad sesimmes. This surrey is anonymous and your spinier will semis ample*
confidential. A ensamary tithe results will be sent to you prior to public availabdity.
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GENERAL STATISTICAL INFORMATION (continmed)

Id Vint is yaw tide? 0 CLtirptree.
0 President
0 Chid Emends* Moor
0 Chid Illasecial Meer
ES Chief Operating Mem
0 did Information Officer
le Other (specify) 4w...er

as
a

3

s
e
,

IS. Is this mimoritywrissd
husimme

0 Tas
ill N.

, s,

I

M. Is this oompany; . Prineely held
0 Publicly held

1 as
,

17. Since yew hawse the sower drew business, whet how yea learned that no one told you? asMAretstgtaLiemagglt.teses "
S ilgtr =1:1;ial free in a *medic question, please note the wedgies

slumber and section).
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"ee-4.AL," : e A br,wr.rs u wows one. we ".e4..1 4.1.1.' 13149., (.fn/! Lal,neVIPS On
In Or reli3OV reedhvo LoArt. p.4 ,1..neelt.

S. koAo L., Ales veer..., al AT 140 Ly LaAlle.tP.1.1

Thank foryou your time and 'miasma This mangy u anonymous and your opinions will raisin completely
confidential. A mossztary of the results will be sent to you pier to public, emilabslity.

'please poblaa wk. we caw comeltab'e
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Cleawly slide IntA.S etas 4,-

12

Sum', amigo by:
Marketing Resource Croup
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GENERAL STATISTICAL INFORMATION (asethoned)

14. That is your tide? 0 Chairperson
22 President
12 Cbief &COMM Offacer
0 Clud Financial Officer
0 Chid Operating Officer
0 Chief Information Officer
ID Other (specify) Cho iv... ...L Is, 'gird

. ea

a

a

.
s

,

IS. Is this minoritpowned
business?

0 Yes
51 No

1 a
a

M. Is this nompany: fif Privately held
0 Pubbely held

i as

a

17. Sues you became the owner dyne business. whet have you learned that no one told you?

5 A oaly acCeved 1y re n4tity
as

so

as

Please feel free to make additional emunents. (If referring to specific queens's. please ode the quern"'

number and soctsla).

41a_ Fete 4 rte/4. ',eve , -- ik.. -it- Pee littl.ri ItSaf8 ..,.id apt 1

94 (tit .Vee ) ta . Gf fltIo Si frit a fe, -ti, s+2

Thank you far your tame and madame This survey is anonymous and your opinions will ressii:o completely

confidential. A summary title results will be sent to you prior to pubhe availability.
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Sum, drip by:
Marketing Resource Croup
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GENERAL STATISTICAL INFORMATION frentirme

Id. What is your tide? - --
CieFSIZestsma

-
Pr

0 Chief Fascutive Officer
0 Chief Fissocial Officer
0 Chief Operstiog Maw
0 Chid lafeessetios Officer
0 Oder Weedy)

SI

I
s

s

15. Is dd. asisoritpowood
busier?

arc.
0 No

, el

t

14. I this employ: L9 ouly held
0 Polfirly held

s
r

17. Site you hoer the weber of your ice., what Ire you leaned that .o one told you?

lhat Pea. rcLlets et e4 , i ervi. sales 0 a Cuts
is

ca
.

, swan .. I ., v.- . a...a. .. , fil . Is

Fire led freer =die adatiesal coesocaut df referrisa to specific emetic& planes sole tie "r"
amber sod seedeed.

`rtes 15aAak i '...., IA: ne eA -4t, 6e ma» :ir reti more.
... a , .. il . . .

54COAst (0 AAA tlt.S i 0 eiN. 't ra at, a..wir lesscle s
lk

flank you for your tiro and awistasca This surrey is aueepoous and per opinions will remain emplesely
esefideutid. A wesusary tithe results will bent to you pier to public Poilabiluy.
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GENERAL STATISTICAL LNFORMAIION kontimom:

It What ia your otle! Cl -iairrema
afrias.

Chief Executive Officer
Chief Remand Officer
Chief °person' Officer
Chief Inforramon Officer
Other (specify)

. a

.
1

s

IS. Is this saineellawriod
business?

Yes

DIG
. a
s

16. Is this company: ICirstely held
Publicly beld

s a
I

17. Since you became the omer of your business, Qat have you learned that no oae told I'
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Please feel free to make additional comments: (If referring to
specific question, pkase sae the gunnies

Dumber and metioa).
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STATISTICAL INFORMATION (eonthmed)

It W1st is your title? 0 Chairpenon : to
QC President s

0 Chid Executive Officer s

o Chid Finaticial Officer .
o Chid Operating Officer s

o Chief Infonnetios Officer s

o Other (speedy)

1S. Ls this minontrowned
bumbler?

WU: . Of

0 No i

16. 1 this company: MI Privately held I to

0 Publicly held i

17. Since re became the ow-we of your businey what hate you learned that no one told you? to
es

..... _ to

Pls. fad five se make additional cognacs's:
section).

(If referring to a specific ma:Moo. please note the question
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amber and
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ILMATION coothnsed)

14. Whet ia your ude? . -_ o3 ' n
IMfPrendent 7

o Chief Executive Officer I
o ala Tweak-id Officer
CI Chief Opersung Officer s

El Odd Information Officer
El Other (specify) 7

15. le this Moority.owned
b sinew?

ery. , st

O No r

16. Is this company: liePrionely held t re

0 Pubbely held r

17. Since you became the roomer of) our business, what lion you learned that no one told you? a

A- ... ' - - -....... IL '
a

_.., -..,... -'-./..riP. / es

Plum fee' Ave so make comments.

sulpha awl on....ril.
(If rcr-rring to specific question, pleat' mote the question

: .1_..il _Altaic-act

Thank you for your time and woutance. This survey is anooymous and your opinions will remora completely

coofidential. A summary of the routes will be sect to you prior to public amilability.

Sum? titaiP by:
Marketing Resource Group

and Moore & Associates Inc.
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neisticAL eirontaioN 4ermilmmed)

14. Mkt is your OW
Ci 1)Pre.7erwadent
o Chief Executive Officer
0 Chief Financial Officer
0 Cluef Operating Officer
0 Mid Infonmitioo Officer
o Other (specify)

i es
s
a
.
a
4

IS. Is this minorierionsed
ness! fin

i o
a

16. Is this essmany:
0 Publicly held

i es
a

it. Slice you became the hove you that no sae told

.. _ ., r....

. ..e.e.,, _, ,AM.
as.

, , ., , , ../FJ,WAr_
Plow feel free is make additional commento (If referring too specific alio,. please /

number and seethe).
" 1, 34 i z Ana," / ,

07415/ 11 , __

Ar..'4.r_PPAPNIIMWMPUP'r_._,
)..f 1......-1...,,,,t 1

AFWILIk.
I

Thank you for your time and assistance. Thu survey. 111100)7001111 and your opinicos will remain completely
confidential. . A summary of the results will be sent to you prior to public smilmbdity.
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GENERAL STATISTICAL LA(FORNIATION Onetime&

14 Inuit is your title? 0 Cliairpeno. al

XPmaidem s

0 Chief Executive Officer s

0 Chief Financial Officer .
0 Grief Operating Officer s

0 Chid Informsnon Officer
0 Other (specify) t

IS. Is this a minoritronned
business?

0 Tea s a

ri°
s

I16. this compsny: rsPrivasely held 1 n
0 Publicly held

17. ,Sinee you became the caner of your huliness.whot

/0 Lanai a. Kat" lo L-0-riTe.
ham you learned that,. one told ou? Is

. . 0..1..4 ca., 0.4- j ....- .
/..1.4-cii...4410 /....e..cte u...prvirat,,L)15-z1so .dt... (-1-..-04..... C.AAAA./2,f,

Please feel bee to make additional eomments:
numbi and section)

s=1:,..*" c.c..441243-..

........-
Of 'denims so specific question. please note the question

IL.....4.40475" e" 45 2- J CAL., pl or-
Aizel..X.-4-e, I. .4.0e Pl...t. 6.0.,....04.4,61te1014-triai-

orr,wwww.bw rrIgva
Thank you for your time and 11111111ASOCC This surrey is anonymous and your opinions will mean completely

confidential A summary of the results Inn be sent to you prior so public availability.
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541'147 degka by:
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and Moore & Ammons. Inc.



373

I em becoming Increasingly bitter, as a business owner - I take so many
risks, put my entire savings and home on the line - and cannot seem to
win, financially. For the first time this year, we sent employees to
unemployment in January. Now I have three who are very ful about
being called back unless we can give them full tine work - they "cannot
afford to work' because they will "lose money' if they come back.
I have a former employee who Is on the verge of winning a 825,000+
workman's comp claim because she begged us to let her stay on the job -
she said she needed the job for her mental health, in the mantise she
had carpals tunnel syndrome and when it worsened and she would not allow
anyone to help her with the lifting, etc she quit and later filed for
u nemployment. My choice at the time, I guess, was to keep her and risk
the workman's camp claim, or fire her and risk unemployment claim.
Our entire society is not recognising that people have choices and are
responsible for those choices and their outcome. I have taken the
responsibility for nine, and an taking the responsibility for everyone
e ise's too. In spite of the fact that we grossed over one million dollars
last year, I took $11,000 out of this business. I could varnnore as
a deohler at Neljer's and I would get a day off. As long as you tax
savings interest, pay people not to -work, allow people to have unwanted
children by making abolttion anything but totally available, and do not
teach personal responsibility in schools, the responsible among us will
continue to support all the others. I see the day approaching when those
' others* will be so great in number that the backs of the responsible
carrying them will just break under the load. What will you do then?

S ociety will collapse. I used to like the freedom of being my own boss.
I now spend my thee filling out government forms, requests' for wage
i nformation, and all kinds of crap, in addition to talking to accountants
about tames, layywer about the comp plain etc etc. I have very little
time do what I used to love - design - and I feel I night as well work
for SaMOODO else, have no risks, and summon'.

If anyone has an answer to this letter, I'd certainly appreciate hearing
from you.

S y the way, the very responsible people who work forme as managers
all feel exactly the same way. Shawn Moore was killed by amen who was
not responsible. My office manager's car was *talon by a can who was
net responsible, My best friendl car was just stolen by a woman who
was not responsible and the Southfield police would not take action to
prosecute, my front door was broken last week, and the crap goes on and on.
the gun killings in Detroit, the crime rate, false comp claims, the ease
of filing for bankrupcy - all are results of our lack of willingness to
take a stand against trresponsiAllity. If I could, I would leave tomorrow
and move to Seattle, and work a 40 hour week, and live in a relatively safe
e nvironment. I have, boom's, a h million dollar Inventory that ties as
to earth, so I ain't going no where. lust don't think I an a Michigan
business owner totally out of my love of Michigan or my love of working
70-100 hours a week trying to stay afloat.

Can anyone Aurae? NVER7ONZ ranew Is SICK11 the sad-things.

- Darien Otis

/s-peAA4
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GENERAL STATISTICAL ENFORMATION (peetbssed)

14. What is your title?

_

Or:Imirtwa
Amadeus
Chief Executive Officer
Chief Manual Officer
ChielOperatiag Officer
Ciller leformaboo Officer
Other (opacity)

1

s
s

s

t

1.S. Is this minority...need
business?

Yes
Bits'

1 is
1

16. Is this sumpany: 1211..-Mtely held
Publicly held

1 m
1

17. &see you became the sower of your business, whet have you learned that so one told you? is

ar-eW- -ILL.p.dio- _....,.....-e, il..... Ac-e.---..s.r. gm.- _AL-v--w-.-e-o.____ "

1.......e.e......e..../

7
Please feel free to wake oddstional ecumenic (If sefemag to specific question, pkase mote the gumbos

member end

04.---_ -
.0.

71mtik you far your time and a -immiee. This so-rey is anonymousand your opinions will reamia pimple,*
coefideatud. A summary at the results will be sent to you prior as public imeilgislity.
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GENERAL SDISISTICAL INFORMATION foortlaredk

I4. MIK is your Mk? 0 amispersor
0 hardest
0 Chid &scums, Officer
0 Chid Firaneid Officer
0 chef Operating Offiar
0 aidlnkennanon OfficerLethur orogy) 410.AUti",-41.-0/

is
1

IS. Is this asirocilyuemed
brim..!

0 Ike
0 itle

is
I

IC Is this emaper 1 +siely held
0 Publicly held

is
/

Saw Income the buraem ohm have you learned that iso one told your

et4r.4-4..aakd I "ntut4.- ./7.1.40.A.,
se

as
M. mu ..r, olfyour

deitat, rr./.4.4.1,4 /1"//-riPte../

ZAtzt y -,,,.......y, ./
Of referrieg to specific question. please rote the question

---tel-n-Lr..t p.....)

r
.11a/LAI±

Please Seel free to rake adainmal commems:
number rrel sorierk

1-44.44./ .--*--r-i ilte. s-,

0

TINA you for your tam and assiranee. This surecy r anonymous and your opinions mil remain completely

osenfidental A summary of the results roll be sent to you prior to public anulabdity.

Survey design by
Marketing Resource Group

and Moore & Associates Inc.
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CEMIIAL STAIISTICAL INFORMATION (tensioned)

14. Wise h your tide? 0 Chairperson 1

0 President 8

0 Chid Executive Officer $

0 Chid flosonsl Officer
0 Chief Opening Officer s

0 Chid laforroatiso Officer a

0 Other (specify) - Ortheg- ,

is

IS. bids resit owned
bun ces?

Qt
(

1

No t
m

M. Is this congsny: Prins* bad 1

Publicly held t
is

17. Since you became the owner t your busistert, what hen you learned that no one told you?

id ' i III Cu.) male oil, eNTe - A ,.,...
is.
try

/
1 ....,. ..... .. . . . trriC.C. IM"......, . _.......... ,... 4-

i I ' .7 AVM., .1, - (0.07
feel bee make r . to sparse gumption, pleasel1048 die question

weber and -
ltd. ...-.... - ..

14-1,1101W4M1P11"IMM .-.

1W2.1000411Milr 1:M: a '_',1V.-.1,-.1
flank nu for your rise and sanseince This Nunn is asorrywous and your opinions will rank coaspletrly
cenfniential. A Nunnery d the results wdl be mint to you prior to pubbc renlahility.

Sum,*
Marketing &IMAM Cann

end Moon & dentine* Inc.

12



379

GENERAL SEITISI1CAL INFORMATION (ecodoesid)

16 II/hat is your We? 0 animalism 1 se

tg Pandas t
O Chief Executive Mao I
0 Chief Flame al Meer
0 Chief °peering Officer
0 Chief IA...onion Meer
0 Other (specify) __

c

IS. I. this minority-owned
business?

SI Yon ,
0 Pk t

16. Is this anspotry: 01:Prirately held , n
0 Pubinly held s

I?. Sam you became the cancer of your business, what hare you learned that no one told yea? te

Tr, not- kns#. - two% time ,.....r% tul (hot re+ sor
Plum feel five to Inge conuaemn (If referring to specific question, please note the question

number and mensal.
c. .

1

I a i A
I /

,

"AA 42Y tw...14- 420re VA! o ...11,6
...12.4.4.611 k, La.a din4p.J . %0 des nsidz- c=,..,&41

6PI 7 <C. SiMaL.' a kwt..a, tify /11.1.,A44.1
Thank you for your time ^nd arsinalts. This turn isanonymous% year opinion 41111 completely
esafidentbd. A summary of the results will be sent to you prior to public amiability.

12
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INFOMMAIION
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Touche Ross L Co
200 R.massance Con*, 144h F100,
007,40 A11 48243 1274
Telephone 313 416 t'00
T e l. 230462 TR DE1

DaWMAKAft
ChomanolffieBoaof

00104W09441ft516, 004.1.11,10

May 2, 1988

Representative John J. LaFalce
Chairman, House Small Business Committee
U. S. House of Representatives
2367 Rayburn House Office Building
Washington, D.C. 20515

Dear Mr. LaFalce:

0 Touche Ross

Women business owners are the fastest growing segment of the
nation's small business community. For mote than a year, Touche
Ross has been working with the public and the private sectors in
Michigan to support and heighten public awareness of the
increasingly significant role of women as entrepreneurs and
employers and creators of jobs, przducts, services and
industries.

Women business owners are a constituency of significant size and
growing importance. They own four out of every five of the
nation's new businesses. They are undoubtedly the most
entrepreneurial business segment. And their track record and
accomplishments are remarkable -- often in spite of a lack of
traditional education or training in business practices and
techniques.

In Michigan we are attempting to give them their due. Last year
we conducted tha first annual opinion survey of the state's
women business ownets. In 1987 and 1988, two of the state's
leading women business owners were honored with Athena Awards
and named Michigan Woman Entrepreneur of the Year. In December
1987, women owners of the state's top 50 privately held
companies were recognized at a luncheon at which Michigan
Governor James J. Blanchard was the keynote speaker.

We view the support of these business owners as vital to the
economic growth of the nation, particularly in the service
sector. We therefore strongly encourage initiatives by both
government agencies and private enterprises to provide access to
funding, education, technical assistance and procurement
opportunities for women owned businesses.

Sincerely,

Daniel J. Ke16)

DJK/lop

Touche Ross International

`,0
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1.1RVEY OF WOMEN-OWNED MICHIGAN BUSINESSES)

March - April, 1987

presented to

Touche Ross & Co.

and

Ilaktishlwaffamaallaugns

This intonation is not to be released without the joint
permission of Touche Ross & Co., TIgifighiguaigmagliggaggs ,

and Marketing Resworee Group, Inc.
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1987 Survey of Michigan Women-Owned Businesses

April - March, 1987

METHODOLOGY

The source list of 3,500 Michigan women owned businesses for this

study was provided to Touche POss c Co. by the Department or Commerce,

the Office of Women Owned Businesses.

The women owned businesses were then sent a questionnaire, designed in

collaboration with Moore Z. Associates, Inc. and Marketing Resource

Group, Inc., and approved and final:zed by Touche Ross, The Michigas

Woman Magazine and Anthony Franco, Incorporateu. Also included wi;11

each questionnaire was a personalized cover letter written by Anthony

Franco, Incorporated in consultation with MAG. A follow-up post card

was sent 14 days after the 'nitial mailina.

From the original list of 3,500, 621 questionn.ires were retuned for

a response rate of 17.7%. A 1.4 response rate is considered necessary

to provide reliable data. The average response rate for this type of

study is usually 151-20%. All responses in the study remained

canfidential.

Following completion of the survey, the data was subjected to computer

analysis using MRG's in-house crosstabulation program. The result was

a series of crosstabulations employing J4 independent var_ables.

Marketing Resource Group, Inc. is pleased to present the findings of

this study to Touche Ross c Co., and The Michigan Woman Magazine.

WIsMuAlee Ilseseuse Orese, Ws.

3 9 ';`
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A Touche Ross Survey
In tromluncliee with

The Michigan Woman Magazine

19,7 Survey of Women-Owned
Businesses in Michigan

Less than 1%

Please mark all applicable boxes and return the completed survey in the
enclosed self-addressed, postage-paid envelope by March 16, 1987. We
welcome any additional comments you wish to make on aoy question. Space
is provided for that purpose at the end of the questionnaire. We thank
you very much for your special attention.

MICHIGAN BUSINESS CLIMATE

1. Generally speaking, what do you
feel are the most important
problems facing businesses in
Michigan today; that is, the
problems that you are most
concerned about?
(CHECK ALL THAT APPLY)

2. How important do you feel the
following steps are in order to
improve Michigan's business
climate?

a. Changes in Mainly, Tax Structure
b. Changes in Individual Tax Structure
c. Further Changes to Reduce Costs

Related to Workers' Compensatioa
Increased Availability of Low-Cost
Government Financing

J. Easing of Regulation and Reporting
Requirements

f. Easing of Eavii7nmental Standards

Advertising and Marketing the
State (Yes! Michigan Campaign, etc.)
Improving the State's University
System

i. Containing Health Care Cos's
j. Improving the Public Education

System (grades K-12)

33% - Competition from Big Business
64% - Cost of Liability Insurance
11% - Foreign Competition
28% - Government Regulations
17% - Interest Rates
39% . Labor Costs
39% - Labor Quality
63% Taxes
13% - Other

Very
Important

Somewhat
Important

Not At All
Important

74% 25% 1%
40% 51% 9%

73% 24% 3%

40% 40% 20%

37% 49% 14%
8% 42% 50%

31% 47% 22%

27% 48% 25%
59% 73, 7%

ruwYMYia riessiree Ovum. Var.
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GENERAL ECONOMIC OUTLOOK

1. Generally speaking, do you feel
One economy for the balance of
the year will:

2. Do you think business taxes will
increase, stay the same, or decrease
in 1987?

3. If business taxes were to be
increased, which of the following
would you most favor?
(CHECK ONLY ONE)

4. In 12 months, the inflation rate
will be:

2% - Greatly Improve
32% - Somewhat Improve
47% - Remain About the Same
17% - Somewhat Deteriorate
1% - Greatly Deteriorate

8% - Increase Greatly
56% - Increase Somewhat
34% - Stay About the Same
2% - Decrease Somewhat
0% - Decrease Greatly

26% - Yalu* Addeu Tax
8% - Pers. Income Tax Increase

21% - Corporate Tax Increase
45% - Oil Import Tax

10% - Less than 2%
27% - 2 to 3%
31% - 3 to 4%
20% - 4 to 5%
12% - Above 5%

5. In 12 months, the prime rate will be: 1% - Less than 5%
6% - 5 to 6%

10% - 6 to 7%
19% - 7 to 8%
27% - 8 to 9%
25% - 9 to 10%
12% - Above 10%

6. Which of the follows. do you feel
will be most effectivb in helping to
reduce the federal deficit?

7. In 12 months, the Dow Jones
Industrial Average will be:

3 Qj

2% - Increase Taxes
62% - Reduce Government Spending
36% - Combination of Both

20% - Above 2,500
15% - 2,401 to 2,500
16% - 2,301 to 2,400
13% - 2,201 to 2,300
12% - 2,101 to 2,200
11% - 2,001 to 2,100
7% - 1,901 to 2,000
4% - 1,801 to 1,900
1% - 1,701 to 1,800

Madmen Mseswee 04 Ms.
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GOVERNMENT PROGRAMS

1. Which, if any, of the followinc
Michigan Department of Commerce
services/programs have you
utilized?
(CHECK ALL THAT APPLY)

2a. Are you aware of the Office
of Women Business Owners in the
Michigan Department of Commerce?

2b. If YEE, have you personally had
any contact w'th the Office of
Women Business Owners?

INDIVIDUAL COMPANY OUTLOOK

1. Do you expect your sales to
increase in 1987?

12% - Ombudsman
2% - Financing
9% - Procurement

14% - Small Business Centers
10% - Minority Bus. Enterprise
'24% - Women Bus. Owners Services

- Technical Deployment
1% - Import/Export Assistance
1% - Manufacturing Service
2% - New Enterprise Services
57% - None of th? above

66% - Yes
34% - No

41% - Yes
59% - No

48% - Definitely Yes
37% - Probably Yes
13% Probably No
2% - Definitely No

2a Do you expect your real earnings 33% - De_ ritely Yes
(total revenues less total expenses - 40% - Probably Yes
net of inflation) to increase jr 1987? 22% - Probably No

5% - Definitely No

2b. If YES, by what percentage over
1986 earnings?

3a. Do you plan to expand your
workforce in 1987?

3b. f YES, by what percentage?

28% - 1 to 5%
36% - 6 to 10%
10% - 11 to 15%
9% - 16 to 20%

17% - More than 20%

20% Definitely Yes
33% - Probably Yes
33% - Probably No
14% - Definitely No

55% - 1 to 5%
20% - 6 to 10%
5% - 11 to 15%
6% - 16 to 20%

IlaikeeneWeeSeree Owe/,
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4a. Are you considering relocating
your business in 1981?

4b. If YES, where?

5a. Are ycl. considering expanding
your business in 1987?

5b. If YES, where?

NPANY MANAGEMENT

7% - Definitely Yes
10% - Probably Yes
25% - Probably No
58% - Definitely NO

- Within the City of Detroit
7% - From Detroit to the Suburbs

or Outstate Area
3% - From the Suburbs or Outstate

Area to Detroit
70% - From One Suburban or Outstate

Area to Another
13% - Out of State

20% - Definitely Yes
25% - Probably Yes
33% - Probably No
221 - Definitely No

14% - Within the City of Detroit
8% - From Detroit to the Suburbs

or Outstate Area
5% - From the Suburbs or Outstate

Area to Detroit
58% - From One Suburban or Outstate

Area to Another
21% - Out of State

1. Rank the management areas that
you plan to focus attention on this
year. (Scale of 1 to 5, with 1 being
the highest priority)

(High) (Low Ref./
Average One Two Three Four Five D.K

a. Productivity 2.08 36% 16% 91 5% 7% 27%

b. Recruitment 3.45 8% 6% 11% 8% 18% 50%

c.

d.

Financing

Cost Cortrol

3.17 11% 8% 10% 14% 48%

i Reduction 2.48 20% 20% 15% 7% 8% 29%

e.

f.

Marketing

Plant

2.30 28% 17% 14% 7% 7% 27%

Improvements 3.77 3% 4% 7% 6% 16% 64%

q.

n.

New Products

Research

3.08 10% 9% 8% 7% 13% 53%

i Developement 3.58 4% 6% 5% 5% 15% 64%

i. Other 3 07 2% * * 2% 95%

Molotelms Mosures Ovoup,

401
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2. Which of the following do you use
on a regular basis as business
consultant?

a.

b.

c.

d.

e.

f.

9.

h.

i.

( CHECK ALL THAT APPLY)

Banker

Lawyer

Accountant

Chamber of Commerce

Independent Consultant

Relative

Friend

Business Associate

Co-owner of Business

Other

3. In which areal') of business
expertise do you feel you need to
develop additional skills?
(CHECK ALL THAT APPLY)

4. Does your business have a
business plan?

5. In what do you presently
use computers?
(CHECK ALL THAT APPLY)

6. Which, if any, of the following
incentives do you use with
employees?
(CHECK ALL THAT APPLY)

Was

Male

that advisor

Female

. . ?

None

30% 18% 54%

49% 9% 45%

60% 21% 21%

10% 11% 82%

10% 9% 83%

25% 11% 66%

16% 20% 67%

25% 27% 54%

16% 12% 73%

3% 2% 95%

57% - Finance
55% - Marketing
36% - Management
26% - Leadership (personal

and professional)
34% - Presentation/Negotiation

57% - Yes
43% - No

66% - Accounting/Finance
19% - Material and Prod. Control
39% - Consumer/Vendor

Mailing Lists
2% - Assembly and Manufac-

turing Control
11% - Marketing Analysis
54% - Administration (word

processing, etc.)
8% - Product Design
16% - Desk-top Publishing
28% - Other

71% - Pay Raises
25% - Benefit Increases
22% - Profit Sharing
8% - The Potential For or

Actual Ownership of
the Business

22% - Promotions
47% - Training Opportunities
12% - None of the above

Ilmadise goessme an% Na.

4 I



7. Which, if any, of the following
steps have you taken to contain
employee health benefit costs?

(CHECK ALL THAT APPLY)

398

12% - Increased Medical Deductibles
5% - Increased Medical Co-Pay

Percentages
8% Switched to HMO-type

Medical Coverage
1% - Switched to PPO-Type

Type Medical Coverage
3% - Changed to Self-Funded Medi-_%11

Coverage
75% - None of the above

8a. Does your companl have a 401-k 7% - Yes
plan? 93% - No

8b. If NO, are you considering im- 15% - Yes
plementing a 401-k plan? 85% - No

9a. Approximately how much did
your company spend on print
advertising in 1986?

9b. Approximately how much d.d
your company spend on radio/TV
advertising in 1986?

COMPANY FINANCING

1. Approximately how much capital
did you have for start up?

4113

23% - Less than 1100
23% - $100 to $500
16% - $501 to $1,000
13% - $1,001 to $2,000
13% - $2,001 to $5,000
13% - More than $5,000

80% - Less than $100
7% $100 to $500
3% - $501 to $1,000
3% - $1,001 to $2,000
3% - $2,001 to $5,000
4% - More than $5,000

24% - Less than $1,000
9% - $1,000 to $2,000
17% - $2,001 to $5,000
15% - $5,001 to $10,000
14% - $10,001 to $20,000
13% - $20,001 to $50,000
3% - $50,001 to $75,000
5% - $75,001 or more

klwkeinenseeweeOreve,Nw.
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2. Please indicate what percentage
of your start-up capital came from
each of the following categories.
(Be sure the percentages you write
in add to 100 %.)

Average Ot 1-25%

a. Self, Earnings 29.21% 52% 7%

b. Self, Savings 40.71% 40% 8%

c. Lenders 13.88% 73% 2%

d. Private Investors 3.28% 87% 1%

e. Friends, Pel. 11.77% 73% 5%

f. Other 2.47% 89% *

3a. How many banks or other lending
institutions have you approached
for a loan for your business for
start-up, operations, expansion, or
any other purpose?

3b. If you have approached one or
more, in general do you feel you
were treated fairly by the lending
institution(s)?

26-50%

11%

15%

7%

2%

7%

1%

51-99% 100%
Ref.
D.K.

3% 18% 8%

3% 26% 8%

6% 4% 8%

1% 1% 8%

2% 5% 8%

1% 8%

31% - One
21% - Two
10% - Three
3% - Four
1% Five
2% - More than Five
2% - None

67% - Yes
33, - No

4a. Do you currently have a business 48% - Yes
loan? 52% - No

4b. If YES, what type of collateral was
used to secure this financing?
(CHECK ALL THAT APPLY)

5a. How much collateral was required
for your loan?

47% - Bus. Owned Plant and Equip.
30% - Business Owned Receivables
18% - Other Business Assets
31% - Your House or Car
25% - Other Assets Owned by You
20% - Other

26% - Less Than Loan Amount
39% - Equal to Loan Amount
36% - Greater Than Loan Amount

Mots*. ammo Om%
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5b If GREATER THAN THE
AMOUNT OF THE LOAN,
how much greater?

6a. Have you experienced difficulty
finding a carrier for your company's
liability insurance policies?

6b. If YES, why?

58% - 200%
12% - 201 to 300%
8% - 301 to 400%
7% - 401 to 500%
15% - Greater than 500%

31% - Yes
69% - No

34% - Could Not Find Carrier
68% - Cost of Ins. Too High
13% - Other

7. Do you carry personal disability 45% - Yes
insurance? 55% - No

COMPANY STATISTICAL INFORMATION

1. Which Of the following best 26% - Economic Reasons
describes why you started your 22% - Experienced Creative
business? Frustration in Other Jobs

49% - Like Being My Own Boss
16% - Needed to Have More Control

Over My Time
8% - Had Reached a Dead-End on

Corporate Ladder Elsewhere
25% - Found a Market Niche
17% - Other

2. How long have you owned your
own business?

2% - 1 Year or Less
6% - 1 to 2 Years

28% - 2 to 5 Years
32% - 5 to 10 Years
17% - 10 to 15 Years
7% - 15 to 20 Years
3% - 20 to i5 seem
5% - Over 25 Years

Iler UM. PorourrA Gnu% Ic.
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3. What were your approximate total
gross revenues in the following
years? (CIRCLE APPROPRIATE
NUMBER FOR EACH YEAR)

a. Less than $25,000
b. $25,000 to $50,000
c. $50,001 to $100,000
d. $100,001 to $250,000
e. $250,001 to $500,000
f. $500,001 to $750,000
g. $750,001 to $1 Million
h. Between $1 Million and $3 Million
i. Between $3 Million and $5 Million
j. More than $5 Million

1983 1984 1985 1986

26% 20% 18% 16%
15% 16% 14% 13%
18% 16% 17% 16%
17% 19% 22% 20%
10% 13% 12% 15%
6% 5% 5% 7%
2% 3% 5% 6%
4% 4% 6% 7%
1% 1% 1%
1% 1% 1% 1%

4. Is your business a full-time, part- 86% - Full-time
time, or spare-tine activity for 11% - Part-time
you? 3% - Spare-time

5a. Is the business a:

5b. If it is a corporation or partner-
ship, what percentage of the
business do you own?

AVERAGE - 75.71%

5c. How many co-owners, not including
yourself, are there?

AVERAGE - 1.02

66% - Corporation
30% - Sole Proprietorship
4% - Partnership
0% - Franchise

3% 0% to 30%
15% - 31% to 50%
12% - 51% to 65%
5% - 66% to 90%
1% - 91% to 99%

34% - 100%
29% - Refused/Don't Know

33% - None
26% - One
6% - Two
4%.- Three
1% - Four or F4"e
1% - Over Five

29% - Refused/Don't Know

6. Over the past year, what was the 13% - None
average number of full- Ind part- 33% - 1 to 3
time employees employed oy your 31% - 4 to 10
company (not including yourself)? 14% - 11 to 20

6% - 21 to 50

arks. Ins Ilessures Ono, Ine
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7. Which business classification
best describes your company?

8% - Construction
2% - Manufacturing

(auto-related)
6% - Manufacturing

(non-auto-related)
1% - High Tech. Manufacturing
1% - High Technology Res,arch
1% - Computer Hardware Sales
2% - Computer Software Sales
19% - Retail
3% - Finance
6% - Health Care
2% - Insurance
5% Real Estate
31% - Service

(including restaurants)
5% - Wholesale, Distribution
2% - Transportation

24% - Other

8. Is your business space: 49% - Leased
31% Owned
22% - Home-based

9. Where is the principal office of 8% - Detroit
your business located? 37% - Suburban Detroit

4% - Ann Arbor Area
11% - Lansing Area
3% - Grand Rapids Area
5% - Flint Area
5% - Hay City/Midland/Saginaw

27% - Elsewhere in Michigan

GENERAL STATISTICAL INFORMATION

The following questions will be used for statistical purposes only. All
information will be kept strictly confidential. This background information
will be extremely important in our analysis and crucial to the success of
this research.

1. What are the approximate
number of hours in an average
work week in your business?

2. Are you employed by any business
other than your own?

6% - Less than 20
6% 20 to 30

17% - 31 to 40
37% 41 to 50
25% - 51 to 70
9% - More than 70

13% Yes
B7o No

Marketing IMNICUIC OM*.
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3. How has owning a business affected Gotten Remained Gotten
you in the following categories? Better About the Same Worse

a. Personal Health 19% 65% 16%
Stress 13% 40% 47%

c. Personal Relationships with
Business Associates 52% 43% 4%

d. Personal Relationships with
Family and Friends 29% 52% 19%

4. In which of the following organi- 47% - State/Local Chamber(s)
zations do you have a current 9% - State/Local Economic Clubs
membership? 23% - Women-Owned Business Org.
(CHECK ALL THAT APPLY) 22% - Other Local Business Clubs

or Organizations
39% - Trade Association
8% - Business and Professional

Women (BOW)
10% - National Fed. o' Independent

Businesses (NFIB)
7% - Small Business Association

of Michigan (SHAM)
19% - Other
19% - None

5. On political issues, do you consider
yourself to be:

6. Generally speaking, do you think
of yourself as:

GENERAL STATISTICAL INFORMATION (continued)

7. What is your approximate age?

8. What is your marital status?

8% - Very Conservative
35% - Somewhat Conservative/More

Conservative Than Liberal
27% - Neither/Middle-of-the-Road/

Moderate/Both
24% - Somewhat Liberal/More

Liberal Than Conservative
6% - Very Liberal

40% - Republican
20% - Democrat
24% - Independent
14% - No Preference
1% - Other

- 18 to 24
12% - 25 to 34
40% - 35 to 44
28% - 45 to 54
16% - 55 to 64
3% - 65 and Over

8% - Single
67% - Married
16% - Divorced/Separated
6% - Widowed
3% - Head of Household

mrkmins aseseree OMNI. INC
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9. Do you have any children 17 years
of age or younger living in your
household?

10. What is the last grade of school
you completed?

11. What is your main racial or ethnic
heritage?

12. Which of the following income
groups includes your TOTAL
kAMILY INCOME in 1986 before
taxes?

,3. What percentage of your personal
income came from your own
business?

14. What is your title?

15. Is this a minority -owned
business?

16. Is this company:

59% - None
22% - One
19% - 2 to 4

* - 5 to 6
0% - More than 6

2% - Some High School or Less
13% Graduated High School
2% - Vocational/Technical School

36% - Some College
20% - Graduated College
27% - Post-Graduate Work

92% - White
4% - Black
* - Hispanic/Puerto Rican

1% - Natire American
2% - Other

1% - $ 0 to $5,000
2% - $5,001 to $10,000
5% - $10,001 to $15,000
5% - $15,001 to $20,000

11% - $20,001 to $30,000
13% - $30,001 to $40,000
13% - $40,001 to $50,000
49% - Over 550,000

29% - Less than 25%
14% - 25% to 49%
11% - 50% to 74%
46% - 74% to 100%

4% - Chairperson
62% - President
5% - Chief Executive Officer
2% - Chief Financial Officer
1% - Chief Operating Officer
1% - Chief Information Officer

32% - Other

37% - Yes
63% - No

100% - Privately held
- Publicly held

Thank you for your time and assistance. This survey is anonymous and your
opinions will remain completely confidential. A summary of the results will
he sent to you prior to public availability.

lArredne Possurce Ono. as
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IMICHIGAN WOMAN 0 Touche Ross

A Touche ROW Survey
in conlimcdon with

The Michigan Woman Magazine

1987 SURVEY OF WOMEN-OWNED

BUSINESSES IN MICHIGAN

Thu 1967 Osmium* Touche Rona IN NOM
Wilma poll of women-owned businesses in
Michipen surveyed the of 3,500
predominantly prlvately-held WXotes. The
source let was drawn from publicly available resour-
ces, and the Piney collaborators believe this is the
first tins attitudes, concerns and business trends
voiced by Michigan women business owners hive
been solloiNd statewide.

Touche Ross malted the questionnaire. designed by
Marketing ROOMS Group, Inc. and Moore & As-
sociates, Inc.. in March 1967. Also included with
each questionnaire rut a personalized cover letter.

Alit
poet card was sent 14 days alter the Ini-

tial mailing.

From the inal list of 3,500, 621 goeslionneires
were relteritM for a response rate of 17.7 percent.
A 15 percent response rate is considered necessary
in provide reliable data. AN indlykkral responses in
the study remain confidential.

7-ollowing completion of the survey. the data were
sublected to computer analysis using Marketing
Resource Group's in-house crose-tabuistion

7am. The result was a swiss of cross4abuis-
INN employing 42 independent variables. In addi-
tion. %Ivy. AnodMse tabulated responses in the
0Psn-onded question 'Since you became the
owner of your , what hoe you learned that
no one told your

One of the main reasons for conducting the survey
was to establish a baseline concerning the opinions
of Michigan women business owners. According to
the Michigan Department of Commerce Office of
Women Business Owners, these business execu-
tives represent the fastest growing segment of small
business nationaly, one which le growing at We
times the rate of male-owned businesses.

Nationwide, four out of live new businesses are
womsn-ownsd. Michigan ranks among the top live
states for women-owned businesses 1156.000). In
1970, women owned only 4.5 percent of Michigan
businesses, in 1960, 26 percent; and in 1965, 36
percent. Women are proteNed in own 50 percent of
all businesses by 2000.

What follows are the results of the survey and a
summary of salt of the following mi(or question-
naire sections.

Michigan Business Canoe
General Economic Outlook
individual Company Outlook
Legislation and Government Regulations
Company Management
Cowpony Finely:inn
Company Statistics
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MICHIGAN BUSINESS CLIMATE

Survey respondents indicated the most
sues they face in doing business n it

owl of ) and taxes (63 percent), each
1967 we the cost of liability insurance (64 pet-

al ankh deans a signiNcent share of business
polka lkealler, younger businesses we the most
vulnerable to these costa

Haim Idivellkd the hitt. oast of doitt) business in
the dale as a me* mown, respandoes indicated
they Ire a marker of legislative and model reforms
to address these house. They tr-r.'t to see
a Vie business tar ebucture (74 pervert), 112:

cnongse to Murk costs related to workers' coven-
sdion 173 perawil), containment of health care
wale (38 perm* and Indmvement in Vie public
addidtr system trades K-12) (71 peroent).

With respect to coward Sabah Insurance, newly
one4hial (31 percent) of Vie respondents repotted
Skulk in berg a cadet and two-thirds (ON per-
cent) of those Ind the coal of the Insurance
was loo high

More then one -half (55 percent) of the respondents -
- who am predominantly wed one emerging bust-
meet - we at flit as a result of carrying no per-
sonal deadly insurance to sustain them in the
event an welded prevents them tram working.

GENERAL ECONOMIC OUTLOOK

Survey respondents generally voiced pessimism
about the slide of the national economy. r lyNea
one hell (47 percent) anticipate stagnation or a
downturn (18 percent) during 1967.

Tex haute

If taxes we to be increased in 1987 -- and 64 per-
cent of the respondents believe they wN be -
woman busk. des owners favor increasing business
taxes vie an of import tax (46 percent) or a value
added tax (25 percent) es opposed to increasing cor-
ponds or personal taxes.

In order to reduce the federal deficit, respondents
strongly favor redudng government spending (62
percent) u sed to Increasing taxes (2 percent)
or a oombin of both alternatives (36 percent)

41j

Economic Outlook

Within the next 12 months. 57 percent of the respon-
dents believe the Dow Jones industnal Average will
remain higher than 2,000 -- and of these. 20 percent
believe k will rise above 2.500.

The majority (63 percent) of dependents believe the
inflation rate wiN be greater than 3 percent during
the next 12 months, and 12 percent believe it will be
greater than 5 percent.

INDIVIDUAL COMPANY OUTLOOK

Althwgh respondents are not watiadarly
about the st.le of the waded economy, I:Ciaree

their sales in 1987. Nu* three-fourths of Win=generally optimistic (65 percont) about

want) edect their real owning* - adjusted for in-
NOW Increase during the year. s mOst
Mink (17 percent) said real earnings will increase
by more than 20 percent.

This optimism is further !elected in plans for expan-
sion. In order to increase sales and accommodate
demand for goods and services, 53 of the
respondents wind to hire more employeesywatn 1967
and ?us= of them are considering expends°
their

Mile 53 percent of the respondents said they had
no plans lo relocate their businesses, a melody of
those who may relocate (67 percent) will remain in
the state.

COMPANY MANAGEMENT

In mein relating to their operations, surrey respon-
dents placed greatest emphasis on developing their
manegerial skills in marketing and finance. They
rated produalkity and cost =dotted/Won as key
areas on which Wei plan to locus attention.

Respondents tend to use professionals, es opposed
to friends and colseguse, as busked advisors.
The most frequently used advisor is an accountant
(SO percent) and Vie second mod frequently used S
a Wryer (49 percent).

Respadents also use long-range plane and other
business avtis to keep their companies eemPRelee.
More than halt to: cement) of the businesses sur-



voted have a business plan Two-thirds (66 per-
cent) use computer systems for accounting and
Snared 54 percent for administration (word process-
ing), 99 percent tor consurnerNendor mug lists,
and 16 percent for desk-top publienng purposes.

The melody (71 pelted) of the respondents offer
pay raises as endbyee Incentives and 47 percent
collar advanced Veining opportunities. Smear num-
ben of them idler bandit incomes (25 percent),
PAN sharing (22 permit) and promotions (22 per-
cent) to keep enployees. and vale percent offer
the palatial for owneranp of the business. Finally,
93 percent of the respondents do not have a 401-k
den in doe. and 85 percent are not considering Wft-
plementIng such an endbyee baled.

Although potent el the respondents expressed
the need to oaths heath care costs. 75 percent of
them have when no same in this direction. The
ernalsr, younger limos are the least Wely to imple-
ment changeins in this wet presumably because the
dated savgs would be relatively insignificant and
small Inns lock available health care options

When polled about marketing tools such as print or
der:Ironic advertising usage cluring 1906, 13 percent
al the respondents said they spent more than
$6.000 for electronic media ads, whirs 4 percent

=spending the same amount on print adver-
Most (52 percent) spent less than $1,000 on

pint and SO percent spent less than $100 on
electronic arbenising. Service companies allocated
resources in this area more frequently than other
respondents

Needy one-third (31 percent) of the smaller, younger
respondents se desk-lop publishing systems,
Apra for newsletters and flyers, as an Mona-
Nue 10 ether Ades of advertising.

COMPANY FINANCING

Michigan women business owners responding to the
survey lend to be sell -starters who use thew own
sevinp (41 percent) or 'snow (29 percent) to
Malt their companies, as opposed to using lenders
(14 percent) or private investors (3 percent).

To maintain adequate working capital, 52 percent of
the respondents have bank loans. However, firms
older then two years are twice as likely as their
Younger coureemats to have bans More than
three-fourths of the respondents (77 per-im) Inv
their business assets (47 potent use 1...miness-
owned pane and equipment and 30 percent use
business owned receivables) to secure financing

407

Three-fourth's of the survey respondents were re-
quired to put up collateral equal to or greater than
the amount of their loans in order to secure financ-
ing More specifically, 58 percent were required to
put up 200 percent collateral and 15 percent were
asked for more than 500 percent collateral.

COMPANY STATISTICAL INFORMATION

Most survey respondents stalled their businesses
for personal reasons and not purely economic
reasons. About hall (49 percent) expand the
desire to be their own boss, 22 percent experienced
creative frustration in other jobs, 18 percent needed
to have more control over their own lime. and 8 per-
cent bit they had reached a dead end on the cor-
porate ladder elsewhere.

This survey mewls a noticeal trend along women
who leave corporations beset by mergers and ac-
Ostia* to begin their own businesses. Palo mir-
rors a 1966 Korn-Fury International survey that in&
cated a dear lime to upper level career opportunities
for women professionals. The HOS study reported
that women held only 2 of the jote st the
level of senior vice and above in the For-
tune 500 industrial and service companies.

More than a darter (28 percent) of the respon-
dents' businesses have been in artiste ore for two to
five years, 32 percent for five to 10 yews and 17
percent for 10 to 15 years About 86 percent of the
respondents work in their businesses on a lull-time
basis.

Respondents reported that their businesses are
structured in several ways. Among them are 86 per-
cent as corporations, 30 percent as sole
ships, 4 percent as partnerships and less taciri4crarr-
cent as franchises.

Survey responses also indicate that women-owned
businesses in the Mate have experienced a steady
increase in total gross revenues between 1983 and
1986.

Of the businesses responding to the questionnaire,
nearly a third (31 percent) are in the service ems,
followed by 19 percent in retail, 8 percent in con-
struction, 6 percent in non- automotive manufactur-
ing, 8 percent in health cars, 5 percent in real es-
tate, and 5 percent in wholesale distribution. Two
percent of the respondents described their products
or services as being in the auto-related manufactur-
ing sector

Respondents pot in long hours on the job with near-

4 1 4
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ly three-fourthe (71 percent) working more than 40
hours per week. More than one-third (37 percent)
work between 41 and 50 hours, 25 percent work be-
tween 51 and 70 hours, and 9 percent work more
than 70 hours per week

Being the ovmer of a business affected respondents
most significantly by increasing personal stress (47
percent). Mont than hell (52 percent) of them indi-
cated the, their personai miationsivps with business
associates had improved

Politely, most of the mspondents Messily themsel-
ves as conservative (43 percent) as opposed to mid-
dle-of-the-road (27 percent) or iberal (30 percent).

Nearly she -hat (47 percent) of the respondents
belong to slate or local chambers of commerce, and
39 percent to trade organi. ations About one-third
(31 percent) also use women's organizations
(women-owned business organizatons and Busi-
ness and Professional Women's chapters) to inter-
act with peers.

413

The Office of Women Business Owners in the
Michigan Department of Commerce has a high cle-
anse of awareness the respondents (66 per-
cent), and 41 percent of them have had contact with
the office

Other Mate services used by respondents include
the Small Business Canter (14 percent), the office of
the Ombudsmen (12 percent) and the office of
Minority Business Enterprise (10 percent).

The younger and smaller companis responding indi-
cated they use these services more than larger busi-
nesses, in part to assist them with regulation, as-
sociated with doing business in the state.

A composite profile of the average respondent indi-
cates that 67 percent are st least 35 years old, 67
percent are monied, 69 percent have no children
under 17 living at home and 83 percent ham ad-
vanced e -dional backgrounds includkig 20 per-
cent with college degrees and another 27 percent
who have undertaken post-graduate studies.
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ENCHIGANWIA lbuche Ross

A ibuche Rom Survey
de seqfustedan with

The Michipn Woman Magazine

1987 SURVEY OF WOMENAWNED
BUSINESSES IN MICHIGAN

Please mark all applicable bona and return the somplstod survey in the estelowd nEaddnamed. postase-paid
envelops by Horeb I& 19E7. HE whoae any additions! muments you wish am mike on any question. Space is
provided he that purpose at the end of the questionnaire. HE thank you wry much foe your special attention..

MICHIGAN BUSINESS CUMATE

I. Generally speaking. what de you
feel are the most important
problem. hens budeaseee in
Niel*m wiry; that is. the
problems that you are most eon.
woad about'
(CHECK ALL THAT APPLY(

33% Conapssidon from lig Bohan
64% Chet of Lieblaty hataince
114 Pao* Coanstition

Ciosr--ztot Regulations
17% Mos Mee
39% Labor Cons
39% labor gag*
63% Two
13% Mar

2. Hew important do you feel the
followina sons are is order Sc
improve Sbnimpan's business
climate'

a. Changes in Busiass. Tie Structure
la Chimps in ludividuellua Structure
c. Further Chews le Seem Cane

Related a Illarlans' Campseasotion
d. Iscreired AvaWbilty of loseCost

Onstwasst Flasseing
e. Easing of Ilapdstios and Reporting

Hequiremsets
f. remind EnvirementelStendarde
I. Adverbs* and Illsrlating the

Stree Mad Miehigen Crimples. etc.)
h. Improving the Susie University

Sanaa
L Contaking Ha d& Care Can

Improving the Public Education
System trades LW

Very Somewhat Not At Al
Important Imports. Important

74% 25% 1%
40% 51% 9%

73% 24% 3%

40% 40% 20%

37% 49% 14%iii 42% 50%

31% 47% 22%

27% 46% 25%
39% 33% 7%

71% 25% 5%

4N
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GENERAL ECONOMIC OUTLOOK

1. Generally speaking, do you feel
the economy for the balance of
the year will:

2% Greatly Improve
32% Somewhat Improve
47% Remain About the Same
17% Somewhat Deieworme
1% Greedy Deteriorate

2. Do you think business taxes will
increase, may the same. or decrease
in 1967?

8% Increase Greatly
56% blertalle Somewhat
34% Stay About the Same
2% Decrease Somewhat
0% Decrease Greatly

3. filminess WSW were to be
inereseed, which of the following
would you most favor?
(CHECK ONLY ONE)

26% Value Added Tax
8% personal Income Tax Increase

21% Corporate Tax Increase
45% Oil Import Tax

4. In 12 months, the inflatiou rate
will be:

10% Less than 2%
27% 2 m 3%
31% 3 to 4%
20% 4 to 5%
12% Above 5%

S. In 12 months, the prime rate will be: 1% lass than 5%
6% 5 to 6%
10% 6 to 7%
19% 7 to 8%
27% 6 to 9%
25% 9 to 10%
12% Above 10%

will be moat effective in helping to
reduce the federal deficit?

2% Increase Taxes
62% Reduce Government Spending
36% Combowson of Both

7. In 12 months, the Dow Jones
Industrial Average will be:

20% Above 2.500
15% 2401 to 2.500
1616 2,10110 2,400
13% 2,201 to 2.300
12% 2,101 to 2.200
11% 2,001 to 2,100
7% 1,901 to 2,000
4% 1,801 to 1,900
1% 1,701 to 1,800
2% 1,700 or below

2
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GOVERNMENT PROGRAMS

1. Which. deny. tithe following
Sikhism Department of Commerce
eerviees/progrants have you
utilised?
(CHECK ALL THAT APPLY)

12% Ombudsman
2% Finenciag
9% Procunment

14% Smell Danner Centers
10% Minonty Bustnees Hump=
24% Women Ilesineas Omen Services

Tednied Deployment
1% import/Export Assistance
1% Manufacturing Service
2% New Enterpriee Services

57% None et gm above

2a. Are you mere of ti,e Office
Waines %sinew Owners in

66% Yea
34% Noat the

lfiellem Deportment of Commerce'

211x If YEK ham you personally had
my ement with the Office of
Woman Ilwilmass °wows?

41% Yea
59% No

INDIVIDUAL COMPANY OUTLOOK

1. Do you expect your sales to
Jeerers in 1987?

41% Definitely Yes
37% Probably Yes
13% Probably No
2% Defiantly No

2a. Do you expect mar real earnings
(total retinues lees total expenses
net of inflation) to increase in 1967?

33% Definitely Yes
40% Probably Yes
22% Probably No
5% Definitely No

minstkat continued as next page)

3
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INDIVIDUAL COMM, OITTIDOIC (anstheue4

26 If YES. by who percents, over
1986 amines?

28% 1 to 5%
36% 6 to 10%
10% 11 to 15%
9% 16 to 20%

17% More thou 20%

3a. Do you pion to expo- jour
workforce an 1987?

20% Definitely Yes
33% Probe* Yea
33% Probably No
14% Wisely No

Ma If YIE by what percentage? 55% 1 to 5%
20% 45to 10%
5% 11 to 15%
6% 16 to 20%

11% Ow 20%

4a. Are you considering 7% Wisely Yes
10% Probably Yes
25% Probably No
58% Daddy No

your business in 198'1?

4b. If YES where? 7% Wills Ai Os) M Dame
7% Prom D mit to A+ iambs or Omani Ara
3% P r o m itt Suburbs tr °mom Ara to Dunk

70% Prom Oas isbuiti or Outage Area to
Another

13% Out of SIM

Sa. Are you considenns 2011 Delhi* Yes
25% Probably Yea
33% !ratably No
22% Daus* No

your business in 198.

36 If YES, where? 11% WWI dm City of Detroit
6% Prom Lamm the Suburbs or Waste Area
5% Prom is Suburb Of 04101111C Area to Detrott

56% Prom Om &herbal or Num Area to
Another

21% Out of State

4
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COMPANY mANAcuarer (ea edsord)

6. Which. Rosy site following
Woosdvai do yen nee with

71% ray Raises
25% Noafit bosses
22% Nods Storing
9% The Parsed& Fora Adis' Ownership of the

Bohm
22% Proanotioas
47% Modes Opposition
12% Naos et do above
MI6 Odor

onplopms?
(CHECK ALL THAT APPLY)

7. Whick. Eery, ink foRewing
sop haw you Wien to eantahn
werierse health besolit eats?
(CHECK ALL THAT APPLY)

12% board MadlealDadansika
5% lossond Wird Co-Pay Poomoons
8% bridal MEMO OW* Morotesnee

Onpolsoion)-Typs Medial Coverage
1% Undid so ITO (Misread Provider

Ordaniasiloa)-Typ Medical Coverage
3% CloopdroSsMaodsd Medical Crony

75% Note of do above

Ils. Door your eontpany hone 401-k
pis?

7% Yee
93% No

Is HMO. sr. you eausidering ins-
*wain 4014 Om?

15% Yea
85% No

9a. Approrinnely her mush did
beams

Prim
(11010PaPels, minims, de.)

23% Less doe 8100
23% $100 0 $500
16% 8501 lo $1.000
13% $1.00110 MAO
13% 52,00110 85.000
13% Moro dos 85.000

your spend on print
advertising in 1986?

96. Approdarasly her ouch did
yew business spend on radio/TV
advert/ling in 1986?

Radio/TY
80% loos 0808100

7% $100 So 8500
3% MI to $1.000
3% 51.00110 52.000
3% MOD! 10 MOO
4% More don $5.000

6
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COHININY FINANCING

1. Approximately how much capital
did you ham for stertnp?

24% Len dim SLOW
9% SIM to $2.005

17% $2,001 to 35.000
15% 55,C01 lo $10.000
14% 310001 m520,000
13% $20.00110 250.000
3% 530.001 m $75.000
5% $75,001 or more

2. Phase hodieste AM=
Self. Earninp 29.21%
Self, Savinp 40.71%
Lenin 13.88%
Private Weems 3.28%
Friends, Renown 11.77%
Oder 2.47%

what percolator
tiptoe strew capital came from
each of the Mowing categories.
(De me the praetors you write
is add to 100%.)

3 How bomb lend* 31% One
21% Two
10% 'Three
3% Pow
1% Five
2% Mote nut Five
2% None

o . may or odor
imdtuthimi have you approached
far Mr far bonus foryour
11804/114 orrelioulA exParitillai. or
eery 'dm purpose?

Ds If you ham approached one or
mem is general do you feel you
vans twormd Eddy by the leading
inwitutions)?

67% Yes
33% No

4a. Do you antently have business
Mae?

48% Yet
52% No

4b. If YES, what type of collateral was
used to enure this financing?
(CHECK ALL THAT APPLY)

47% Easiness Owned Plow and Equipment
301 Bylines Owned Receivables
II% Odur Business Amen
31% Your Home or Cm
25% Other Anna Owned by You
20% Other

5a. Her much collatend was requited
for your loan?

26% Las nob the Macau of the Loan
39% Egad to the Amara of the Lam
36% Orton Man the Amount of the Last

Opmedon continued oil aeon page)

7
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COMPANY INANCING bunnisasth

Six If GREATER THAN THE
AMOUNT OF THE LOAN,
how much greater?

58% 200%
12% 201 II 300%
8% 301 as 400%
7% 401 to SOD%

15% Omni than 500%

6a. Have you experienced difficulty
Ending. carrier for your company's
liability insurance policies?

31% Yes
69% No

6b. If YES, why' 34% Could Not Find Comer
68% Cost of banes Too High
13% Other

7. Do you carry permed disability
insurance?

45% ye
55% No

COMPANY wrAnsrica INFORMATION

1. Which of the following best
describes why you stoned your
business?

26% Economic Rams
22% Experienced Croon Frustration m Other lobs
49% Lib Being My Own Boss
16% Flooded to Have Mole Comm, Over My Time
8% Had Reached a DeethEnd on the Corinne

Ladder Emden
25% Found Minket Niche
17% Other

2. How long hale you owned your 2% 1 Year or Less 17% 10 to 15 Years
own business? 6% 1 to 2 Yon 7% 15 to 20 Years

28% 2 to 5 Years 3% 20 to 25 Years
32% 5 to 10 Years 5% Over 25 Years

3. What were your approximate total
foes re-enues in the following
years? (CIRCLE APPEOPRI ' "^
NUMBER FOR EACH YEAR)

a. lam than 1125,000
LSI 1214 1211 nsi

b. 825.000 to 850.000 26% 20% 18% 16%
a $50.001 to 8100.000 15% 16% 14% 13%
d. 8100,001 to 625000 18% 18% 17% 16%
a 8250,001 to 850000 17% 19% 22% 20%
I'. 8200.001 to 8750.000 10% 13% 12% 15%
g. 8750,001 to 81 Million 6% 5% 5% 7%
h. Between SI Million and 83 Million 2% 3% 5% 6%
i. Between $3 Million and 85 Million 4% 4% 6% 7%j. More than 83 Million 1% 1% 1%

(specify) 1% 1% 1% 1%

(grostion cautioned on mu page)
8
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GENERAL STATISTICAL INFORMATION lessainnetS
r

7. What is your approsunate age? 186124
12% 256134
40% 35 61 44
28% 45 to 34
1611 35M64
3% 63 rd Ow

8. What is your marital status? 8% Shah
6711 Mmeisal
16% Dimmsdrallerlini
6% Widowed
3% Sudo( Hossehold (aisple midi dmeadsms)

9. Do you have any children 17 moan
of spa or younger living in your
household?

39% Naas
22% One
19% 2m4

5 m 6
0% Mom Sas 6

10. What is the hat graded school
you completed?

2% Some High School or Less
13% Oesdamsd High School
2% Vocatimilfleelmkal School

36% Sams College
20% Chadmad Coil.
27% Post43radms Wade

11. What is your maim racial or edmie
bedtime?

9211 Whits
4% SIAM

Ilisprie/Paulo Rice
1% Maths Americas
2% Other

12. Which of the following income
poops includes your 1UTAL
FAMILY INCOME in 1966 before
taxes?

I% 301055000
2% $3.00161 $10,000
5% $1000161 513000
3% um 10s2o.000

11% no.00l lo S30.000
13% 53000161 1140000
13% $40.001 to 850000
49% Oar 830000

13. What percentage of your personal
income came from your own
bushmes?

29% UN ihr 25%
14% 23% to 49%
11% 3011 61 74%
46% 74% 61 100%

11

4 ,,.:.
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GENERAL &COMICAL INFORMATION teeponammit

14. What is your title? 4% Ctnimenoa ..
62% haider4

3% Chloe Executive Officer
2% fief Rosati& Officer
1% Oaf Oman 011ica
1% Chief Infonamion Officer

32% Other

15. Is this minority-owned
business?

37% Yes
63% No

16. Is this company: 100% Rivard, bald
Publicly held

17. Since you became the owner of your business, what have you learned thatno one told you?

Please feel free to make additional comments: (If referrins to specific question, please note the question
number and action).

Thank you for your time and assistance Thu survey is anonymous and your opinions will remain completely
confidential. A summary of the results will be sent to you prior to public availability.

12

4 '),

Survey Seaga by)
Marketing Rama Group

and Moors & Asoocimes ha
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0 Touche Ross

. .. Providing Comprehensive
Professional Fmancutl Services

to Private and Emerging
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Contart
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Results of the 1988
Survey of

Michigan Women Business Owners

A Touche Ross survey in conjunction with Michigan Woman magazine
Touche Ross & Co., 200 Renaimance Center - 16th Floor, Detroit, MI 4820-1274
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Touche Ross

Twairt Reis Survey
le cegkeedes with
Mk Minn Flamm Magazine

Results of the 1988 Survey of
Michigan Women Business Owners

INTRODUCTION

In May 1988, Touch Ross and Mkhigan
Woman magazine conducted the second annual
survey of the stete's woman-owned businesses.
Surveys were sent to 2,645 small and medium
shad privately-hold businesses, and responses were
received from 406 of the companies polled. A
complete description of the methodology employed
for this survey can be found at the end of the
executive summary.

RXECUTIVE SUMMARY

A. MICHIGAN'S BUSINESS CLIMATE

The Issues Facing Michigan Businesses

For the second year in a row, the state's women
business owners suggested that tax and unemploy-
ment compensation reforms should be major priori-
ties for the Michigan legislature in 1988. Respon-
dents ranked single business tax reform, reducing
the ,ost of workers' compensation and property/
sales tax reform for businesses as their top three
priorities and gave lowest priority to defeating
legislation to institute parental leave as an employee
benefit.

Having identified the cost of doing business in
the state as a major concern, respondents ranked
four areas (from among eleven) as their priorities in
order to improve the state's business climate:

Changing the business tax structure
(82 percent of respondents);
Reducing the cost of workers'
compensation (73 percent);
Improving the state's public education
system (grades K -12) (68 percent); and
Containing health are costs (62 percent).

Improving the state's educational system re-
mained high on the list of priorities, as it did the

previous year. The degree to which educational
reform has become a major business issue is re-
flected in the finding that only 4 percent of this
year's survey respondents reported that Michigan's
high school graduates are adequately trained to
meet the skill levels required in their businesses.
Twenty-three percent reported that new hires
require minimal training, 38 percent said they re-
quire substantial training and 35 percent said they
are poorly qualified.

Among the most frequently cited proposals for
Improving the state's public education system were
MOWN' teachers to pass periodic examinations (78
Percent). requiring students to pus basic proficiency
examinations (77 percent) and requiring a manda-
tory core curriculum in all public schools (61 per-
cent).

The Governor's Record in 1987

By a ratio of 3:1, survey respondents gave
Governor Blanchard a positive rating for improving
the state's business climate. Although respondents
from all regions of the state gave the Governor high
marks, he received his lowest rating', in suburban
Detroit and mid-south Michigan and from older
companies (those in business for move than 20-
years)

Michigan's Economic Outlook

Slightly more than half (52 percent) of the
respondents expected domestic car sales to remain
the same during 1988, and 32 percent expected sales
to increase. Forecasts about the increase in new
home sales in Michigan were more optimistic as 53
percent of the respondents expected an increa se and
32 percent expected sales to remain at 1987
levels.

Overall, a majority (81 percent) of respondents
expected the local economy to improve or remain
the same in 1988.
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The 1988 Presidential Campaign

Nearly two-thinh (64 percent) of the respon-
dents iadiated that they expect reductions in the
federal budget deficit to be the major 'monde
Issue of the 191$ presidential campaign.

Although most respoodenb were concerned
about lemma in business taxes, they apparently
would not vote their pocketbooks in a presidential
elecdon. Ia a preference poll of Bush vs. Dukakis,
respondent split their votes evenly between the two
cattlidabs. When Dukakis was matched against
Jesse Jackson, the Massochusetts Democrat received
the nod from 75 percent of the respondents.

Nearly tone-fourda (74 percent) of the respon-
&eh anticipated that business taxes will increase if
a Democrat is elected president this fall, while less
than half (44 percent) expect an increase if a Re-
publican is elected to the White House.

11. NATIONAL ECONOMIC OUTLOOK

A majority of respondents (SI percent) was
optimistic that the national economy will improve or
remain the same for the remainder of 1988. This
opinion remains the same as that expressed in the
1987 survey.

A majority of respondents (70 percent) favored
the use of tarriffs and trade barriers to protect
American industry. Although seedy all (94 percent)
of the respondents ino:cesed that trade restrictions
imposed on American -.node goods were not appli-
cable to their bedtimes, because they do not
export products, more than a third (37 percent)
expect the U.S./Canadian Trade Agreement to open
new markets.

C. LEGISLATION AND GOVERNMENT
REGULATION

1986 Tax Reform Act Loses Popularity

Prior to its implementation, most sectors of the
American business community strongly supported
the 1986 Tax Reform Act. Since its implementa-
tion, support has declined steadily, as reflected by
67 percent of the survey respondents who today
either somewhat or strongly oppose the legislation.
One possible reason for declining support may
be that 6$ percent of the survey respondents indi-
cated that their 1917 taxes had increased.

2
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D. COMPANY MANAGEMENT

Operational Priorities in 1988

Operational priorities in I9U-1989 remain the
same as lest year's with attention focused on pro-
ductivity (72 percent), con control and reduction
(63 percent) and marketing (61 percent).

Other management priorities .swveyed included
training (which received high priority mention by
40 percent of the respondents), flawing (32 per-
cent), new products (26 percent), recruitment (19
percent), plant improvements (14 percent) and R&D
(14 percent).

As previously mentioned, am surveyed gem-
ally were optimistic about the health of the national
economy. This optimism also was reflected in their
assessment of the health of their own companies.

A majority of respondents (72 percent) was
optimistic about increased sales in I918, and more
than half (52 percent) expect sales to increase by
more than 10 percent. This optimism is reflected
further la the expectation of 12 percent of the
respondents to expand their workforce, while
an additional SI percent expect to retain current
staffing levels.

A majority of respondents (SO percent) rely on
referrals as the primary method for selling their
products and services to business clients. Joining
civic groups (29 percent) and professional organiza-
tions (46 percent), were other highly ranked meth-
ods of selling products and services.

Workplace Regulations

A substantial majority of the respondents (79
percent) favored testing workers for the use of
illegal drugs. However, only about one-fourth (23
percent) of all respondents indicated their companies
have instituted a testing policy. Overall, 2 percent
of the respondents report testing only new employ-
ees and 21 percent test all employees.

More than three-fourths of the respondents (76
percent) also favor legislation banning smoking in
the workplace.

With respect to implementing an AIDS policy in
their companies, a substantial majority of respon-
dents (89 percent) reported they have done nothing.
Ten percent of them reported having instituted a
program to educate employees about AIDS and 2
percent of the respondents have developed guide-
lines to deal with employees who have AIDS.
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E. COMPANY FINANCING

Lees then one-half (46 percent) of the respon-
ders is this survey ledicated that they have busi-
n ess loans.

In order to fleece expended operations in
1988, Ism than ore -half of this survey's respondents
(43 percent) iodated they plan to borrow money.
Working NOW (53 percent), the purchase of equip-
meet (34 percent) end market 'epaulet (24 par-
asol) were the most frequently mentioned uses for
borrowed fends. Fending far lavatory expansion,
seal ester sad product developmeat purposes wee
freeload by 23 percent, 17 parer end 7 percent
at the repairers, respectively.

More Ma me -third (39 percent) of the rums-
deats mewled that Mks charge them the prime
rate - -pat most a point over the prime -- for
short-term loses. Fourty-four percent of them
reported berg cheesed two or more points over the
prime for short-term loans.

When shed about the sources of start-up foods
for their commies, 83 percent of the respondents
'MUM they had red proud savings. Sliehdy
more than one -fourth of the reoperate (27 M-
oat) cited financial institutions and 12 percent
mod private investors (multiple responses were
permitted). Seed capitalists, venture capitalists sad
g overment loans were cited by only I percent of
O 1O remarries end suppliers by 3 percent.

Nearly one-half (46 percent) of the respondents
reported starting their Miasma with $10,000 or
less in capital, sad 36 percent reported hulas
Woes $10.000 and 550.000 in resources.

Start-up capital was secured principally by
business assets, including plant, equipment and
receivables (42 percent of the respondents), while 55
percent reported using personal sots such as homes
and automobiles as collateral.

Employee Benefits

In order to be more cost effective, surly one-
third (30 percent) of the survey respondents indi-
cated they have changed employee health plans.

Of the companies that instituted cost-cutting
procedures, 3 percent reported replacing or termi-
n ating a defined benefit plan and 5 percent imple-
mented a flexible or "cafeteria-style" plan.

Respondents indicated that the most common
employee incentives they use are pay raises (70
percent) and bonuses (59 percent), followed in terms
of popularity by mining opportunities (35 percent)
and benefit increases (23 percent).

Nearly three-fourths (73 percent) of the respon-
dents reported that they had no company pension
plan. Of roes companies with such a plan, 10
percent reported that the October 19th crash had
adversely affected their company pubs fund, and
15 percent reported no change.

F. A PROFILE OF COMPANIES SURVEYED

A majority (91 percent) of respondents reported
having 25 or fewer full -mud part-time employees.
More than two-fifths (41 perceet) at the companies
surveyed have bees is busker more then 10 yeas.

A majority at moodier represented the
following business dessifications 31 percent serv-
ice; 19 proem oat% 7 percest casework% 6
percent berth are; S percent manufactures (see-
automotive related); 4 percent wholesale, distribu-
doe; 4 permit real estate; aid 3 percent manufac-
turing (automotive- related).

Nearly three-fourths (71 percent) of the respon-
ders represented companies remised es corpora-
dons, and 25 percent noreseeted sole proprietor-
ships. Only 4 perm were organized es tartar-
ships.

is terms of 1987 mod sales, 93 percent of the
respondents reported less C 33 million in sales.
Of that group, 11 percent report between $300,000
and SI million, and 11 percent reported between SI
million and S3 million.

These statistics reflected sales increase over
1986 when sales of SI to $3 million were reported
by only 9 percent of the respondents.

G. A PROFILE OF WOMEN
BUSINESS OWNERS SURVEYED

A majority of compeers surveyed (87 percent)
are non-minority owned businesses.

Ninety percent of the respondents are more
than 33 years of age, and more than two-thirds (69
percent) are married.

More them three-fourths (86 percat) of the
respondents have attended college; nearly one-fourth
(23 percent) completed college and 25 percent did
post-graduate work.

In terms of their political preferences, respon-
dents identified themselves as Republicans (33
percent), Democrats (21 percent) and Independents
(28 percent). An additional 16 percent expressed no
preference or other.

3
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Respondeate tend to work long hours. Nearly
on-half (47 percent) work more than SO hours a
week, sad 22 percent reported working more than
60 hours a week.

When asked to rank priorities among business,
community involvement and family life, family life
received the highest priority rating from 60 percent
of the respondents and their businesses were racked
first by 39 percent.

Eves though respoadents tend to work long
hours and divide their time between work, family
end community Involvement, nmajority (74 percent)
of ropoodeau reported being able to devote a
satishcaocy amount of time to both their profes-
sion! and personal lives.

11041 asked how their work affects their per-
sonal health, stress level and personal relationships
with both business associates and gamily and
friends. 81 went of the respondents reported their
work has had no affect on their personal health and
93 percent reported no affect on their family life.

However, 55 percent of the respondents indi-
cated work hes increased their woes level.

When asked why they started their businesses,
respondents reported they wanted to be their own
boss (33 percent), economic reasons (23 percent),
creative ['negation (22 percent) and to develop a
market niche (20 percent). Other possible responses
included having reached a dead-end on the corpo-
rate ladder and the ability to retain more control
over their time.

A majority of respondents (51 percent) reported
1987 pre-hut family income greater than $50,000.
Nearly one-third (32 percent) reported that their
business provides between 75 and 100 percent of
their family income.

Nearly three-fourths (72 percent) of the resOnn-
ants reported that their personal net worth is in
emu of $100,000. A majority of respondents also
reported controlling their own personal finances,
while only 10 percent reported delegating that task
to someone else.

4
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METHODOLOGY

The second annual Touche Rom/Michigan
Women magazine survey of woman-owned Michigan
businesses sampled the opinions of 2,645 predomi-
n antly privately-held companies.

More than three-fourths (76 percent) of dim
completing the survey were the president, CEO or
chair of their companies, and 41 percent of the
companies are more than 10 yore old.

Touch, Rosa mailed the questionnaire, designed
in collaboration with Marketing Resource Group,
Inc. (Lansing) and Anthony M. Franco, Inc. (De-
troit), in May 1988. A personalized cover letter also
was Included with the questionnaire, and a follow-
s* postcard was seat 14 days after the initial nat-
io&

From the original list of 2,645 companies,
obtained from publicly available reference sources,
406 questionnaires were returned, for a response
rate of 15.3 percent. A IS percent response rate is
considered necessary to provide reliable data. All
individual responses in the study remain confiden-
tial.

The data were subjected to computer analysis to
produce a series of cross-tabulations.

In addition to demographic information, opin-
ions were solicited on a number of topical areas,
including

Michigan's Business Climate
The General Economic Outlook
Individual Company Outlook
Individual Company Regulations
Legislation and Government Regulation
Foreign Trade
Company Management
Company Financing

For further information contact:

John C. Fovenesi
Partner
The Enterprise Group
Touche Ross & Co.
200 Renaissance Center

16th Floor
Detroit, MI 48243-1274
(313) 446-1500
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MICHIGAN BUSINESS CLIMATE

I. Please rank the following banes from I to 7 (with 1 being most
important) accordion to their importance to your business, and as
to the sequence you feel these issues should be considered by the
Michigan legislature.

Respondents Rankles*

Defeat legislation instituting 7
parental leave employee benefits
Reducing the cost for unemployment 2
compensation insurance
Further improving workers' 6
compensation laws
Reform product liability laws 3
to establish reasonable limits
in product liability litigation
Property/sales tax reform 3
for business
Contain health are costs 4

a Single business tax reform 1

2. In comparison to neighboring states, do you feel the business
climate in Michigan under Governor Blanchard has

13 % - Greatly improved
43 % - Somewhat improved
22 % - Remained the same
13 % - Somewhat deteriorated
4 % - Greatly deteriorated

3. In which of the following area should Michigan focus its
economic development efforts? (CHECK ALL THAT APPLY)

20 % - Large automotive and heavy industrial plants
33 % - Start-up companies
62 % - High technology companies
57 % - Service industry companies
26 % - Retail companies
60 % - Convention and tourism related activities
69 % - Improving quality of education
26 % - Exporting
21 % - Attracting foreign business
9 % - Other

S
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4. Row Important do you think the following steps are in order to
improve Michigan's business climate?

Very Somewhat Not at all
important important important

Changes in 82
business tax
structure

Changes in 45
individual tax
structure

Further changes 73
to reduce costs
related to workers'
compensation

% 18 %

% 47 %

% 26 %

0 %

9 %

1 %

Increased 37 % 47 % 16 %
availability of
low-cost government
financing

Easing of regulation 38 % 48 % 14 %
and reporting
requirements

Easing of 9 % 43 % 49 %
environmental
standards

Advertising and 34 % 50 % 16 %
marketing the
state (Yes! Michigan,
etc.)

Containing health 62 % 34 % 4 %
are costs

Improving the states 33 % 51 % 16 %
university system

Improving the public 68 % 27 % 5 %
education system
(grades K -12)

Improving 32 % 57 % 12 %
labor-management
relations

6
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5. Which, if any, of the following Michigan Department of
Commerce services have you used? (CHECK ALL THAT
APPLY)

17 % - Ombudsman
3 % - Michigan Strategic Fund
9 % - Procurement
20 % - Small Business Center
$ % - Minority Business Center
24 % - Office of Women Business Owners Services
1 % - Technical Deployment
2 % - Import/Export Assistance
1 % - Manufacturing Service
3 % - New Enterprise Service.

54 % - None of the above

6. Are you aware of the Office of Women Business Owners
Services in the Michigan Department of Commerce?

61 % - Yes
42 % - No

7. If you have had personal contact with the Office of Women
Business Owners, have you been assisted with

10 % - Financing
17 % - Marketing
16 % - Procurement
23 % - Business management
62 % - Referral service

B. Do you expect 1988 domestic car sales will:

1 % - Greatly increase
31 % - Somewhat increase
52 % - Remain about the same
16 % - Somewhat decrease

- Greatly decrease

9. Do you expect 1988 new home sales in Michigan will:

7 % - Greatly increase
46 % - Somewhat increase
32 % - Remain about the same
14 % - Somewhat decrease

- Greatly decrease

10. Are Michigan's high school graduates adequately trained to
meet the skill levels your business requires?

4 % - Well qualified
23 % - Require minimal training
38 % - Require substantial training
35 % - Poorly qualified

7
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II. Are college graduates of Michigan's university system ade-
quately trained to meet the skill levels your business requip s?

21 % - Well qualified
52 % - Require minimal training
23 % - Require substantial training
4 % - Poorly qualified

12. How can the state's public education system (grades K -12) be
improved)? (CHECK ALL THAT APPLY)

33 % - Equalize per pupil funding of schools
43 % - Reduce the number of students per teacher
38 % - Increase educators' pay, such as offering performance

bonuses
10 % - Institute a voucher system
77 % - Require students to pass basic proficiency exams
71 % - Require teachers to pass periodic examinations
61 % - Require mandatory core curriculum in all

public schools
20 % - Other

GENERAL ECONOMIC OUTLOOK

I. Generally speaking, do you think the economy for the balance of
the year will:

Local National

Greatly improve 2 % 2 %
Somewhat improve 36 % 33 %
Remain the same 43 % 46 %
Somewhat deteriorate IS % 19 %
Greatly deteriorate 1 % I %

2. If you believe it will deteriorate, when do you expect a downturn
in the U.S. economy?

10 % - Within the next 6 mond
35 % - 6 to 12 months from now
27 % - 12 to 11 months from now
3 % - 2 years from now or longer

26 % - Not applicable/will not deteriorate

3. What would you expect to be the major economic issue of the 1988
presidential campaign? (CHECK ONLY ONE)

64 % - Reducing federal budget deficit
15 % - Reducing the trade deficit
7 % - Reduce defense spending
6 % - Funding for Medicare/catastrophic health are coverage
3 % - Trade restrictions
6 % - Other

I
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4. If the presklential election were being held today, and George
Bush was the Republican candidate and Michael Dukakis was the
Democratic candidate, who would you vote for? (candidates listed
in alphabetical order) (CHECK ONLY ONE)

50 % - Gems Bush
50 % - Michael Dukakis

S. If George Bush was the Republican candidate and Jesse Jackson was
the Democratic candidate, who would you vote for? (candidates
listed in alphabetical order) (CHECK ONLY ONE)

75 % - George Bush
25 % - Jesse Jackson

INDIVIDUAL COMPANY OUTLOOK

I. Do you expect your sales to increase or decrease in 1988, and by
what percentage?

20 % - Increase by more than 20 percent
32 % - Increase by 10 to 20 percent
20 % - Increase by less than 10 percent
17 % - Remain the same
4 % - Decrease less than 10 percent
S % - Decrease by 10 to 20 percent
2 % - Decrease by more than 20 percent

2. Do you plan to expand or decrease your workforce in 1988, and by
what percentage?

II % - Increase by more than 20 percent
15 % - Increase by 10 to 20 percent
19 % - Increase by less than 10 percent
51 % - Remain the same
3 % - Decrease by less than 10 percent
I % - Decrease by 10 to 20 percent
3 % - Decrease by more than 20 percent

INDIVIDUAL COMPANY REGULATIONS

I. Do you favor or oppose testing workers for the use of illegal
drugs?

48 % - Strongly favor
31 % - Somewhat favor
15 % - Somewhat oppose
7 % - Strongly oppose

9
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2. If you have instituted mandatory drug testing for employees, who
do you test?

2 % - Only new employees
21 % - All employees
77 % - Not applicable

3. Which, if any, of the following steps have you taken with respect
to AIDS and your employees? (CHECK ALL THAT APPLY)

10 % - Instituted a program to educate employees about AIDS
2 % - Developed guidelines to deal with employees that have

AIDS
- Instituted a program to screen potential employees

for AIDS prior to hiring
S9 % - Nothing done at this time

4. Do you favor or oppose legislation banning smoking in the
workplace?

56 - Strongly favor
20 % - Somewhat favor
12 % - Somewhat oppose
12 % - Strongly oppose

LEGISLATION AND GOVERNMENT REGULATION

I. If a Democrat is elected president, do you think new business
taxes will:

30 % - Greatly increase
44 - Somewhat increase
23 % - Remain the same
3 % - Somewhat decrease
0 - Greatly decrease

2. If a Republican is elected president, do you think new business
taxes with

5 % - Greatly increase
39 % - Somewhat increase
50 - Remain the same
7 % - Somewhat decrease
1 - Greatly decrease

3. If taxes were to be increased, which of the following would you
most favor?

14 % - Value added tax
10 % - Personal income tax increase
12 % - Corporate tax increase
22 % - Oil import tax
43 % - Sales tax

10
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4. Today, which statement best ernrenell your opinion of the 19116
Tax Reform Act?

2 % - Strongly favor
32 % - Somewhat favor
42 % - Somewhat oppose
25 % - Strongly oppose

S. &sod on your experience, to what extent have changes in the tax
code affected your taxes in the last year?

17 % - Greatly increased
Si % - Somewhat increased
24 % - Remained the same
1 % - Somewhat decreased

- Greatly decreased

FOREIGN TRADE

I. In general, do you favor or oppose the use of tariffs and trade
barriers to protect American industry?

2$ % - Strongly favor
42 % - Somewhat favor
20 % - Somewhat oppose
11 % - Strongly oppose

2. Are the trade restrictions foreign nations impose on American-
made goods preventing you from exporting more of your company's
Products?

I % - Restrictions are a major hindrance to increasing our
export sales

3 % - Restrictions are somewhat of a hindrance
2 % - Restrictions are not a hindrance
94 % - Not applicable/company does not export products

3. Do you expect the U.S./Canadian Trade Agreement ro open new
markets?

37 % - Yes
14 % - No
49 % - Not familiar with the Agreement

11
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COMPANY MANAGEMENT

I. How do you sell .ur product(s) or service(s) to business
prospects or clients? (CHECK ALL THAT APPLY)

40 % - Cold calls
$0 % - Referrals
40 % - Direct mail
60 % - Advertising/print
6 % - Advertising/TY
IS % - Athertising/radio
34 % - Attend trade shows/conventions
16 % - Join private clubs
33 % - Join trade associations
29 % - Join civic groups
46 - Join professional organizations

2. Please rank the following management areas as to its priority
this year with your company.

Highest
priority

Middle
priority

Lowest
priority

Productivity 72% 23% S%
Recruitment 19% 30% S0%
Financing 32 % 37 % 31 %
Cost control 63% 29% g%
and reduction
Marketing 61 % 27 % 11 %
Plant 14% 2$% 58 %
improvements
New products 26% 30% 43%
Research 14% 29% S7%
and development
Training 40 % 37 % 23 %

3. Have you changed your employee health plan in order to be more
cost effective?

30 % - Yes
70 % - No

4. Wh..h, if any, of the following steps have you taken to contain
other employee benefit costs? (CHECK ALL THAT APPLY)

S i6 - Implemented a flexible or cafeteria-style benefit plan
1 % - Replaced a defined benefit plan
4 % - Terminated a defined benefit plan
87 % - None of the above

12
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5. Did the October 19 crush adversely affect your company pension
fund?

3 % - Significantly
7 % - Moderately
15 % - Not at all
75 % - Not applicable/company does not have a pension plan

6. If your company's liability ir surance premiums increased during
the pest year, how large was the increase?

10 lk - I to 5 percent
9 % - 6 to 10 percent
4 % - 11 to 15 percent
9 % - 16 to 20 percent
7 % - 21 to 30 percent
II % - Over 30 percent
50 % - No response

7. Do you carry personal disability insurance?

49 % - Yes
51 % - No

I. Which of the following incentives do you use with employees?
(CHECK ALL THAT APPLY)

70 % - Pay raises
23 % - Benefit increases
15 % - Profit sharing
10 % - Potential for or actual ownership of the business
21 % - Promotions
35 % - Training opportunities
59 % - Bonuses
/:. % - None of the above
6 % - Other

COMPANY FINANCING

I. Are you goiug to borrow money in 1988 for use in your business?

43 % - Yes
57 % - No

2. If you plan to borrow money, how will you use the funds?

34 % - Machinery and equipment
17 % - Real estate
53 % - Working capital
7 % - Product development

23 % - Inventory and receivables
24 % - Market expansion

13
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3. What interest rate does your bank charge your company for short-
term loans?

3 % - Less than prime
10 % - Prime
5 % - 0.5 percent over prime

24 % - 1 percent over prime
14 % - 1.5 percent over prime
32 % - 2 percent over prime
12 % - More than 2 percent over prime

4. If you own your company, please indicate the source(s) of your
start-up financing. (CHECK ALL THAT APPLY)

$3 % - Personal savings
27 % - Financial institutions
1 % - Seed capitalists
12 % - Private investors
1 % - Government loans
1 % - Venture capitalists
3 % - Suppliers
9 % - Not applicable

5. If you own your own company, please indicate approximately how
much start-up capital you had available.

46 % - Less than 510,000
36 % - $10,000 to 550,000
7 % - $50,001 to $100,000
4 % - $100,001 to $250,000

- Over $250,000
7 % - Not applicable

6. If you obtained a start-up loan, what type of collateral was used
to secure this financing? (CHECK ALL THAT APPLY)

22 % - Business owned plant and equipment
13 % - Business owned receivables
7 % - Other business assets
34 % - Your house or car
21 % - Other personal assets
18 % - Other
IS % - Not applicable/don't own a business

7. Do you currently have a business loan?

46 % - Yes
54 % - No

4 4 ......
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GENERAL STATISTICAL INFORMATION

1. What were your company's annual sales for each of the past two
years? (CHECK APPROPRIATE COLUMN)

1986 1987

a Less than $100,000 36 % 31 %
$100,000 to $250,000 21 % 23 %
$250,001 to $500,000 17 % 19 %
$500,001 to $1 million 13 % 11 %
Between $1 million
and $3 million

9% 11 %

Between S3 million
and $5 million

a Between $5 and $10 million

2%

2%

2%

2%
Satween $10 and $20 million 1% 1%
Between $20 and $50 million 0% 0%
Ovsr $50 minion 0% 0%

2. What is the approximate number of all (full and part-time)
employees in your company?

69 % - Fewer than 10
22 % - 10 to 25
5 % - 26 to 50
2 % - Si to 100
1 % - 101 to 150

- More than 150

3. Approximately how long has your company been in business?

8 % - Less than 3 years
19 % - 3 to 5 years
32 % - 5 to 10 years
26 % - 10 to 20 yean
15 % - More than 20 years

4. Where is the principal office of the business located?

9 % - Detroit
37 % - Suburban Detroit
3 % - Ann Arbor area

12 % - Lansing area
1 % - Grand Rapids area
6 % - Flint area
6 % - Bay City/Midland/Saginaw area

24 % - Elsewhere in Michigan
- Outside the state of Michigan
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5. Which business classification best describes your company?

7 % - Construction
3 % - Manufactu,:ng (auto-related)
S % - Manufacturing (non-auto-related)
1 % - High Tech '- g Manufacturing
0 % - High Ted ..,logy Research
1 % - Computer Hardware Sales
2 % - Computer Software Sales
19 % - Retail
3 % - Finance
6 % - Health Care
1 % - Insurance
4 % - Real Estate
31 % - Service (including restaurants)
4 % - Wholesale, Distribution
1 % - Transportation

20 % - Other

6. Is the business a:

71 % - Corporation
25 % - Sole proprietorship
4 % - Partnership

7. Is the business a franchise?

3 % - Yes
97 % - No

S. How many hours, on average, do you work in your business
per week?

II % - Under 30
9 % - 30-39
33 % - 40-49
25 % - 50-59
22 % - 60 and over

9. What is your title?

6 % - Chairperson
62 % - President
S % - Chief Executive Officer
3 % - Chief Financial Officer
1 % - Chief Operating Officer
1 % - Chief Information Officer

30 % - Other

10. Is a woman a majority-owner (51 percent or more) of this
business?

95 % - Yes
S% - No

16
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11. Is this a minority-owned (excluding female-owned) business?

13 % - Yes
87 % - No

PERSONAL INFORMATION

I. If you own your own business, which of the following best
describes why you started it?

23 % - Economic reasons
22 % - Experienced creative frustration in other jobs
33 % - Liked being my own boss
12 % - Needed to have more control over my time
7 % - Reached a dead-end on the corporate ladder elsewhere

20 96 - Found a market niche
14 % - Other
$ % - Not applicable

2. Generally speaking, do you think of yourself as:

35 % - Republican
21 % - Democrat
2$ % - Independent
IS % - No preference
1 % - Other

3. What is your approximate age?

- l$ -24
9 % - 25-34
36 % - 35-44
33 % - 45-54
15 % - 55-64
6 % - 65 and over

4. What is your main racial or ethnic heritage?

87 % - Caucasian
5 % - Black

- Hispanic/Puerto Rican
6 % - Native American
2 % - Asian

5. What is the last grade of school you completed?

12 % - High school or less
2 % - Vocational/technical school

3$ % - Some college
23 % - Graduated college
25 % - Post-graduate work

17
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6. What is your marital status?

I % - Single, no dependents
69 % - MarriA
14 % - Divorced/separated
6 % - Widowed
2 % - Head of household (single with dependents)

7. What is your gender?

1 % - Male
99 % - Female

S. Which statement best reflects your attitude toward your
professional and personal /family life?

22 % - My work prevents me from spending adequate time
with my family

74 % - I devote a satisfactory amount of time to both my
professional and personal life

4 % - My personal life consumes time I would like to be
able to devote to my professional life

9. How do you rank the following in Importance in your life (rank
from 1 to 3 with 1 being the highest)

Running the business
Community involvement
(church, civic groups,
professional organizations)
Penonal/family life

Responding RanMep

2
3

1

10. How has your work affected you in the following categories?
(CHECK APPROPRIATE COLUMN)

Better Same Worse

Personal health 26 % 55 % 20 %
Stress 12 % 33 % 55 %
Personal relationships
with business associates

55 % 43 % 3 %

Personal relationships
with family and friends

30 % 53 % 17 %

IS
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II. Which of the following income groups includes your total family
income in 1987 before taxes?

3 % - Under 815,000
6 % - $15,000 - $25,000
27 % - $25,001 - 850,000
21 % - 850,001 - $75,000
27 % - $75,00' - $150,000
6 % - $150,000 - $250,000
3 % - Over 8250,000

12. What percentage of your family income came from your own
business?

27 % - Less than 25 percent
20% - 25 percent to 19 percent
20% - 50 percent to 71 percent
32 % - 73 percent to 100 percent
1 % - Not applicable/don't own a business

13. What Is your personal net worth?

1 % - Less than 825,000
25 % - $25,000 - $100,000
IS % - $100,001 - $500,000
16 % - $500,001 - $1,000,000
I % - Over $1,000,000

11. Which statement below reflects how you feel about your personal
financial management?

I I % - I lack knowledge about managing my personal finances.
I would like to learn more.

40 % - I am somewhat informed on matters affecting my personal
finances. I have drawn up some general plans.

40 % - I am very knowledgeable about managing my personal
finances. I have set specific long-term goals.

10 % - I do not manage my personal finances. I prefer to
delegate that responsibility to a financial
planning professional.

For further information contact:

John C. Fovenesi
Partner
The Enterprise Group
Touche Ross & Co.
200 Renaissance Center

16th Floor
Detroit, MI 18213-1274
(313) 116-1500

19

4 A;t 0



SBA,

442

U.S. Small nimbus Adothastralles Waskinsion. DC 20415

:

TESTIMONY OF

CAROL M. CROCKETT

DIRECTOR

OFFICE CF WOMEN'S BUSINESS CWNERSHIP

HOUSE COMMITTEE ON SMALL BUSINESS

MAY 11, 1988

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

I AM PLEASED TO HAVE THE OPPORTUNITY TO APPEAR BEFORE THE SMALL

BUSINESS COMMITTEE TC DISCUSS THE SMALL BUSINESS

ADMINISTRATION'S PROGRAM FOR WOMEN BUSINESS OWNERS. MY

TESTIMONY TODAY WILL FOCUS ON THE ECONOMIC PROGRESS OF WOMEN'S

BUSINESS OWNERSHIP AND SBA PROGRAMS THAT ARE SO SUCCESSFUL IN

ASSISTING THIS PROGRESS.

IN 1980 THERE WERE 2.5 MILLION NON-FARM SOLE PROPRIETORSHIPS

OWNED BY WOMEN WHICH EARNED $36 BILLION IN ANNUAL RECEIPTS. IN

1985 (OUR LATEST FIGURES) THERE WERE 3.7 MILLION WITH RECEIPTS

IN EXCESS OF $65 BILLION. THIS ACCOUNTED FOR 122 OF TOTAL SOLE

PROPRIETORSHIP RECEIPTS COMPARED WITH 8.92 IN 1980 AND

REPRESENTS AN INCREASE IN RECEIPTS OF 802.

SBA DATA SHOW THAT WOMEN ARE STARTING BUSINESSES AT ALMOST

TWICE THE RATE OF THEIR MALE COUNTERPARTS AID 1HAT ALMOST 3 OUT

il , ; "
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OF 10 BUSINESSES ARE OWNED BY WOMEN. RECENT FIGURES INDICATE

THAT 252 OF ALL WOMEN BUSINESSES ARE 1-2 YEARS OLD. WE EXPECT

THIS SOLID GROWTH TREND TO CONTINUE.

BUT WHERE ARE WOMEN HEADING? IN 1980, 73% OF WOMEN BUSINESSES

WERE IN THE SERVICE AND RETAIL AREAS. IN 1985, THIS PERCENTAGE

INCREASED TO 81%. HOWEVER. WE ARE SEEING REMARKABLE GROWTH IN

THE LESS TRADITIONAL INDUSTRIES OF CONSTRUCTION AND

MANUFACTURING. BETWEEN 1980-1985, RECEIPTS FOR WOMEN BUSINESS

OWNERS IN SERVICE ROSE 140%. IN THAT SAME PERIOD, RECEIPTS FOR

WOMEN BUSINESS OWNERS IN CONSTRUCTION AND MANUFACTURING ROSE

200%.

WOMEN HAVE ALSO MADE CONSIDERABLE STRIDES IN THE AREA OF

PROCUREMENT. IN 1980, ONLY .37% OF GOVERNMENT CONTRACT AWARDS

WERE MADE TO WOMEN. TODAY IT IS AT A LEVEL OF 1%. IN 1987, WE

EXCEEDED OUR GOAL BY $235 MILLION, WHILE OVERALL GOVERNMENT

PROCUREMENT DECLINED BY $1.8 BILLION.

WITH THE INCREASE OF WOMEN-OWNED BUSINESSES IN MANUFACTURING

AND CONSTRUCTION. WE ESTIMATE THAT FIGURE TO INCREASE

DRAMATICALLY IN THE NEXT FEW YEARS. SO THE OUTLOOK IS POSITIVE.

THE SBA'S OFFICE OF WOMEN'S BUSINESS OWNERSHIP HAS MANY AND

VARIED PROGRAMATIC RESPONSIBILITIES WHICH INCLUDE:

88-199 0 - 88 - 15
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1) TO DEVELOP AND ENCOURAGE EDUCATION AND MARKETING

OPPORTUNITIES FOR WOMEN BUSINESS OWNERS THROUGH QUALITY

CONFERENCES AND WORKSHOPS, TRADE MISSIONS, AND UTILIZING THE

RESOURCES OF PUBLIC AND PRIVATE SECTOR CO-SPONSORS AND

MANAGEMENT EXPERTS, 2) TO NEGOTIATE FEDERAL PRIME CONTRACTING

GOALS FOR WOMEN-OWNED BUSINESSES, 3) TO PROVIDE SUPPORT FOR

THE FEDERAL INTERAGENCY COMMITTEE ON WOMEN'S BUSINESS

ENTERPRISE, 4) TO ACT AS AN ADVOCATE FOR WOMEN BUSINESS

OWNERS, AND 5) TO EFFECTIVELY DISSEMINATE ALL APPROPRIATE

INFORMATION. THE DELIVERY OF THE PROGRAM IS CARRIED OUT AT THE

75 DISTRICT AND BRANCH OFFICES BY A WOMEN'S BUSINESS OWNERSHIP

REPRESENTATIVE AND IN EACH REGIONAL OFFICE BY A WOMEN'S

BUSINESS COORDINATOR,

THIS OFFICE NOW SERVES A CONSTITUENCY OF NEARLY 1/3 CF THE

SMALL BUSINESS COMMUNITY AND PROVIDES AN OUTREACH PROGRAM WHICH

ASSISTS, STRENGTHENS AND PRCMOTES WOMEN-OWNED BUSINESS

THROUGHOUT THE COUNTRY.

MISUNDERSTANDINGS CONCERNING THE STATUS OF WOMEN BUSINESS

OWNERS STEM FROM THE LACK OF A COMPREHENSIVE STATISTICAL

INFORMATION SYSTEM. BECAUSE OF THIS, THE OFFICE OF WOMEN'S

BUSINESS OWNERSHIP HAS TAKEN THE INITIATIVE TO SPONSOR RESEARCH

44,-
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BY THE INTERNAL REVENUE SERVICE, THE BUREAU CF CENSUS, AND

SBA'S OFFICE OF ADVOCACY. EACH YEAR, SINCE 1960, HAS SHOWN A

STATISTICAL DATA IMPROVEMENT. THE OFFICE HAS ALSO:

0 ASSISTED IN EXPLORATORY RESEARCH AIMED AT DETERMINING

FACTORS WHICH ENCOURAGE OR DISCOURAGE WOMEN RELATIVES FROM

INVOLVEMENT IN FAMILY-OWNED BUSINESSES.

C SUPPORTED THE NATICNAL ASSOCIATION OF WOMEN BUSINESS OWNERS

COMPREHENSIVE DATA BASE PROJECT, STUDYING THE

fHARACTERISTICS OF ITS MEMBER FIRMS.

0 SECURED BUREAU OF THE CENSUS APPRCVAL FOR A SURVEY OF THE

CHARACTERISTICS OF WCMEN BUSINESS OWNERS AND PRCVIDEr

$450,00C FOR THAT SURVEY.

0 SEARCHED THE AVAILABLE LITERATURE ON LEGAL AND ECONOMIC

ISSUES AFFECTING WOMEN BUSINESS OWNERS IN PREPARATION FOR

PUBLICATION OF THE FIRST COMPREHENSIVE BIELIOGRAPHY ON

WOMEN'S BUSINESS OWNERSHIP,

0 FINANCIALLY SUPPORTED THE OFFICE OF ADVOCACY'S JACA STUDY

WHICH SHOWED ESTABLISHED BUSINESSES OWNED BY WOMEN HAD

LITTLE DIFFICULTY IN OBTAINING BANK LOANS.

45o
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0 FINANCED IRS RESEARCH ON THE BREAKOUT OF WOMEN-OWNED

BUSINESS AND FIRM RECEIPTS BY STATE THROUGH 1983 WHEN IT

WAS NC LONGER MADE AVAILABLE.

SINCE 602 OF WOMEN WHO START A BUSINESSES TODAY HAVE NO

PREVIOUS PAID MANAGERIAL EXPERIENCE, THE OFFICE OF WOMEN'S

BUSINESS OWNERSHIP HAS IMPROVED THEIR SKILLS IN THE AREAS OF

MARKETING, FINANCE, INVENTORY CONTROL AND PRODUCTION BY:

0 DEVELOPING AND IMPLEMENTING SEMINARS UTILIZING EXPERT

SPEAKERS AND AUDIO-VISUAL PRESENTATIONS TO HELP WOMEN

RESPOND TO BUSINESS CRISES.

0 DEVELOPING AND IMPLEMENTING 'MEET THE LENDERS' PROGRAMS

WHICH BRING TOGETHER LOAN OFFICERS FROM COMMUNITY BANKS

WITH WOMEN BUSINESS OWNERS AND OFFERING EDUCATIONAL

PPESENTATIONS AS WELL AS A MARKETPLACE FOR THE WOMEN

SEEKING CAPITAL.

0 DEVELOPING AND DISTRIBUTING INFORMATION IMPORTANT TO

HOME-BASED BUSINESS VENTURES. THIS MATERIAL INCLUDED

UPDATES ON FEDERAL LEGISLATION, REGULATION, DATA AND

WRITTEN MATERIAL SPECIFIC TO THIS INDUSTRY. WE DEVELOPED
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AND ASSISTED IN IMPLEMENTIN6 A CONFERENCE SERIES ON

HOME-BASED BUSINESS.

0 PROVIDIN6 FUNDS FOR THE NATIONAL ASSOCIATION OF BANK WOMEN

TO DEVELOP VIDEOTAPES AND INSTRUCTIONAL MATERIALS FOR

OUTREACH.

0 DEVELOPIN6 AN IMPORTANT NATIONAL CONFERENCE SERIES

SPONSORED BY THE SBA CALLED THE PRESIDENTIAL NATIONAL

INITIATIVE PROGRAM. CONDUCTED IN TWENTY-ONE MAJCR

METROPOLITAN AREAS. THE DAY LONG CONFERENCES FOCUSED ON

DIFFERENT SKILLS, TRAININ6, PROCUREMENT, MANAGEMENT AND

FINANCIAL PLANNING. APPROXIMATELY TWENTY-EIGHT THOUSAND

WOMEN ATTENDED THE CONFERENCES, AND, AS A RESULT,

TWENTY-ONE NON - PROFIT 501(0(3) ORGANIZATIONS WERE FORMED

IN THE HOST CITIES AS A LE6ACY TO CONTINUE TRAININ6 AND

ASSISTANCE TO WOMEN BUSINESS OWNERS IN THOSE COMMUNITIES.

THESE NON-PROFIT WOMEN'S CR6ANIZATIONS TODAY SPONSOR

STATEWIDE WOMEN'S BUSINESS CONFERENCES IN CONJUNCTION WITH

THE SBA. AND HAVE FOLLOWED UP WITH TRAININ6 IN ISSUE AREAS

RAISED DURIN6 THE INITIAL NATIONAL INITIATIVE CONFERENCES.

MANY GROUPS ALSO PRODUCE DIRECTORIES OF WOMEN BUSINESS

OWNERS IN THEIR AREAS. HOLD MONTHLY MEETINGS AND PROVIDE

el ;
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COUNSELLING TO MEMBERS. SOME GROUPS HAVE DEVELOPED

PROGRAMS TO FAMILIARIZE WOMEN WITH COMMERCIAL LENDING AND

ANSWERED OTHER NEEDS SPECIFIC TC THEIR COMMUNITIU,

0 SUPPORTING THE AMERICAN WOMEN'S ECONOMIC DEVELOPMENT

CORP 'ATION IN DEVELOPING A LONG-TERM 'RAINING AND

COUNSELLING PRO6RAM,

0 CONDUCTING IN ADDITION TO ON-601N6 SBA WORKSHOPS, MAJOR

CO-SPCNSORED CONFERENCES WHICH ATTRACTED NEARLY 29,000

ATTENDEES IN THE PAST 18 MONTHS ALONE,

THE OFFICE OF WOMEN'S BUSINESS OWNERSHIP HAS BEN ACTIVELY

INVOLVED IN A MYRIAD OF ACTIVITIES WHICH ENCOURAGE THE FULL AND

EQUAL PARTICIPATION OF WOMEN BUSINESS OWNERS IN SELLING THEIR

GOODS AND SERVICES TC THE FEDERAL GOVERNMENT, THESE ACTIVITIES

INCLUDE:

0 NE6OTIP ION OF FEDERAL PRIME CONTRACT 6CALS, EACH YEAR

SINCE 1980, WE HAVE NOT ONLY MET, BUT WE HAVE EXCEEDED

THOSE GOALS,

0 DEVELOPMENT OF 'UP FRONT* WORKSHOPS FOR WOMEN BUSINESS

OWNERS TO ACQUAINT THEM WITH FEDERAL PROCUREMENT

PRACTICES, THESE WORKSHOPS ARE DESIGNED TO BE HELD PRIOR



TO LARGER CONGRESSIONAL PROCUREMENT CONFERENCES,

0 CONTINUED OUTREACH TO ADD WOMEN BUSINESS OWNERS TO THE

PROCUREMENT AUTOMATED SOURCE SYSTEM (PASS), THE PASS NOW

CONTAINS MORE THAN 27,400 WOMEN-OWNED BUSINESSES, UP FROM

8,188 IN 1981, FOR AN INCREASE OF 234 PERCENT.

AS DIRECTOR, I FEEL THAT BUSINESS OWNERSHIP EDUCATION AND

PLANNING ARE THE MUT IMPORTANT ASPECTS OF STARTING A

SUCCESSFUL BUSINESS, I ALSO FEEL TaT THE GOVERNMENT SHOULD

WORK WITH THE PRIVATE SECTOR TO DEVELOP PROGRAMS TO ASSIST

WOMEN BUSINESS OWNERS, WE HAVE DONE THIS, EACH CONFERENCE

SERIES AND WORKSHOP HAS BEEN IMPLEMENTED WITH THE ASSISTANCE OF

COMPANIES THROUGHOUT THE COUNTRY, NOT ONLY DID THE WOMEN

BENEFIT FROM EXPERTS IN THEIR FIELD, THE PRIVATE SECTOR HAS

BECOME AWARE OF THE VALUE OF WOMEN IN THE WORKPLACE AND IN

THEIR OWN BUSINESSES, IT HAS TRULY BEEN A PARTNERSHIP AND I

WILL WORK TC SEE THAT CONTINUE,

THE OFFICE CF WOMEN'S BUSINESS OWNERSHIP DISSEMINATES

INFORMATION TO WOMEN INTERESTED IN STARTING A BUSINESS.

APPROXIMATELY 3,00C INFCRMAiION REQUESTS ARE RESPONDED TO

ANNUALLY, WE HAVE DEVELOPED AD-SLICKS FOR PUBLIC SERVICE

ADVERTISEMENTS WHICH WERE INSERTED IN NUMEROUS PUBLICATIONS.

WE HAVE JUST INITIATED A PROGRAM TO DISSEMINATE INFORMATION ON

4A 1 . .4 . j,
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STARTING A BUSINESS TO WOMEN VETERANS WHO WILL PASS THROUGH

OVER 8.000 MILITARY SEPARATION CENTERS. THE WOMAN VETERAN HAS

BEEN AN UNTAPPED POTENTIAL CONSTITUENT, UNTIL NOW, WE KNOW

THROUGH OUR CONTACT WITH WOMEN THROUGHOUT THE COUNTRY THAT

THERE IS A GREAT NEED FOR INFORMATION. WE HAVE PROVIDED THE

ASSISTANCE NECESSARY FOR WOMEN NOT ONLY TO CONSIDER STARTING A

BUSINESS BUT TO ACTUALLY MAKE THAT DREAM A REALITY THROUGH

REALISTIC ADVICE AND INFORMATION.

IN ADDITION TO MY RESPONSIBILITIES AT THE SMALL BUSINESS

ADMINISTRATION, I ALSO SERVE AS EXECUTIVE DIRECTOR OF THE

INTERAGENCY COMMITTEE ON WOMEN'S BUSINESS ENTERPRISE (IACWBE).

THIS COMMITTEE IS RESPONSIBLE FOR CARRYING OUT A PRESIDENTIAL

MANDATE TO PROMOTE, MONITOR AND COORDINATE FEDERAL EFFORTS ON

BEHALF OF WOMEN BUSINESS OWNERS. THE OFFICE OF WOMEN'S

BUSINESS OWNERSHIP IS RESPONSIBLE NCT ONLY FOR ASSISTING THE

COMMITTEE IN IMPROVING OPPORTUNITIES FOR WOMEN BUSINESS OWNERS

IN THE PUBLIC SECTOR, BUT ALSO FOR MOBILIZING PRIVATE SECTOR

RESOURCES, DEVELOPING TRAINING MATERIALS AND SERVING AS AN

ADVOCATE FOR WOMEN BUSINESS OWNERS. MEMBERSHIP IN THE

COMMITTEE IS DRAWN FROM MAJOR FEDERAL DEPARTMENTS AND AGENCIES,

AND REFLECTS THE WIDE SCOPE OF GOVERNMENTAL POLICY AREAS. IN

ADDITION, COMMITTEE MEMBERS HAVE INPUT ON FEDERAL PRIME

CONTRACT GOALS FOR WOMEN BUSINESS OWNERS.

el
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THE COMMITTEE HAS:

0 CREATED AND IMPLEMENTED 17 WORKSHOPS ON FEDERAL PROCUREMENT

FOR WOMEN BUSINESS OWNERS, RECEIVED BRIEFINGS ON THE PROMPT

PAYMENT ACT, MAJOR PROCUREMENT CONFERENCES AND TRADE

MISSIONS, AND MADE AVAILABLE RESEARCH ON WOMEN BUSINESS

OWNERS.

0 DEVELOPED AN IMPORTANT GUIDE "WOMENAUSINESS OWNERS:

SELLING TO THE FEDERAL GOVERNMENT' WHICH HAS AN ANNUAL

DISTRIBUTION CF 15.000.

C PUBLISHED 1987 ANNUAL REPORT WHICH HAS BEEN WIDELY

DISTRIBUTED WITH AN ADDITIONAL 4,000 COPIES REQUESTED EY

MEMBERS CF CONGRESS, TRADE ASSOCIATIONS, FEDERAL

DEPARTMENTS AND AGENCIES, AND 501(C)(3) ASSOCIATIONS.

0 EXPLORED THE EFFECTIVENESS OF INCREASING PRIME CONTRACT

GOALS TO WOMEN OWNED BUSINESS BY INCORPORATING THEM INTO

THE PERFORMANCE RATINGS OF CONTRACTING OFFICIALS.

0 PROVIDED BRIEFINGS TO FEDERAL AND NON-PROFIT GROUPS TO

BRIEF THEM ON IACWBE ACTIVITIES AND TO HEAR THEIR CONCERNS.
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0 ADDRESSED THE ROLE OF THE FEDERAL GOVERNMENT WITH RESPECT

TO THE ISSUE OF CERTIFICATION IN COMMUNITY PROPERTY STATES,

0 SOUGHT PRIVATE SECTOR UNDERWRITING OF A CASE STUDY APPROACH

TO THE COS- JF BIDDING,

0 FOCUSED ON INTERNATIONAL TRADE AND PROMOTED THE

PARTICIPATION OF WOMEN IN ALL FEDERAL TRADE MISSIONS,

THE COMMITTEE WILL CONTINUE TO PROVIDE ASSISTANCE TO WOMEN

BUSINESS OWNERS ON A NATIONAL LEVEL,

MR. CHAIRMAN, BASED ON THE AVAILABLE INFORMATION FROM OUR DATA

BASE IT IS CLEAR THAT WOMEN AS A GROUP ARE A VIABLE AND RAPIDLY

GROWING CONTRIBUTOR TC THE NATION'S ECONOMY. THE GROWTH IN

JUST THE LAST EIGHT YEARS IS PROBABLY THE MOST EXPANSIVE

INCREASE OF ANY ONE GROUP IN THIS CENTURY, BY ALL ACCOUNTS IT

WILL CONTINUE TO GROW, BY THE YEAR 2000 IT IS EXPECTED THAT

1/2 OF ALL SELF-EMPLOYED INDIVIDUALS WILL BE WOMEN.

WE HAVE GREATER ACCESS TO INFORMATION THAN WE HAD EIGHT YEARS

AGO, WE NOW CAN ANALYZE THE TRENDS AND DETERMINE WHERE WE NEED

TO 60 FROM HERE, HOWEVER, I FEEL THAT MORE UPDATED INFORMATION

IS NEEDED.
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FROM THE DATA WE HAVE TODAY, WE KNOW THAT THE NEEDS OF WOMEN

TODAY ARE DIFFERENT THAN A DECADE AGO AND WE MUST CONSTANTLY

MONITOR AND PROVIDE FOR THESE NEEDS.

0 IT IS MY PERSONAL BELIEF THAT LONG-TERM BUSINESS SPECIFIC

TRAINING AND COUNSELLING CAN BE OF GREAT BENEFIT. SBA LAM

ACCOMPLISH THIS CURRENTLY THROUGH SCORE AND SBDC'S, A

NON-GOVERNMENTAL ORGANIZATION WHICH HAS BUILT ITS

REPUTATION ON QUALITY LONG-TERM COUNSELLING IS THE AMERICAN

WOMB'S ECONOMIC DEVELOPMENT CORPORATION (AWED). I WOULD

ENCOURAGE AWED TO EXPAND THE NATIONAL BASE IT HAS ALREADY

STARTED FOR THIS VERY PURPOSE.

C INSTEAD OF FOCUSING ONLY ON OBTAINING DATA CN INDIRECT

FEDERAL PRIME DOLLARS AWARDED TO WOMEN THROUGH

SUBCONTRACTING WITH THE MAJOR PRIME CONTRACTORS, THERE IS A

6REATER NEED, AND THAT IS TC ASSIST WOMEN-OWNED FIRMS TO BE

CLEARED AS BIDDERS WITH THE MAJOR PRIME CONTRACTORS BY

MAKING CERTAIN THEY ARE PREPARED THROUGH SBA'S EDUCATIONAL

PROGRAMS,

0 I WOULD SUPPORT A NATIONAL NEWSLETTER FOR WOMEN BUSINESS

OWNERS WHICH WILL BENEFIT ALL ASSOCIATIONS AND ALL WOMEN

BUSINESS OWNERS AND I BELIEVE THAT THE PRIVATE SECTOR IS

CAPABLE OF ACCOMPLISHING THIS.
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WGPEN ARE ENTERIN6 THE MAINSTREAM OF COMMERCE AT A RAPID RATE

AND CERTAINLY BY THE END OF THE NEXT DECADE, THIS WILL HAVE

BEEN ACCOMPLISHED.

THANK YOU, AND NOW I AM HAPPY TO TRY TO ANSWER ANY QUESTIONS

YOU MAY HAVE,
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TESTIMONY OF

SUSAN HAGER

PRESIDENT OF HAGER, SHARP 6, ABRAMSON, INC.

HOUSE COMMITTEE ON SMALL BUSINESS

MAY 11, 1988

Mr. Chairman and members of the Subcommittee:

I appreciate the opportunity to appear this morning to

discuss issues of great importance to the small business com-

munity. My nark, Is Susan Hager and I am co-founder and President

of Hager, Sharp S Abramson, one of the largest, independently

owned communications firms in the Washington Metropolitan area.

I have been asked to comment on the effectiveness of the

federal government programs instituted to support women business

owners and on what makes them successful.

Over the past decade, federal action to support women's

business enterprise has been on the rise. There are programs

or incentives in many federal agencies and we applaud those --

but they ar., not achieving the results we all hoped for. They

are not making a bottom-line difference.

For example, the Federal Reserve Board in its role as the

government's primary financial monitor, is interested in entre-

preneurship. Martha Seger has a commitment to women. But the

i ;
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bottom line is that women still do not have the access to com-

mercial credit that we should have.

The Interagency Committee on Women's Business Enterprise

has produced a booklet on "women Business Owners Selling to the

Federal Government." The General Services Administration, the

Labor Department and the Agriculture Department, the Agency for

International Development -- each have programs or seminars to

train women on contracting and procurement. The Department of

Commerce sponsors "Megamarketplace." But the bottom line is that

while we now have many more women trained and knowledgeable about

government contracting, the contracting and procurement awards

going to women still amount to less than 1% of the government's

prime contract dollars.

We have heard about the great things happening at SBA. But

the bottom line is that in SBA's report on The State of Small

Business, SBA did not point to any gains make by women business

owners, no gains in procurement, no gains in loan dollars, or

in any other areas.

Why are the federal programs not achieving the results we

all hoped for? I think part of the answer is that government pro-

grams are based on assumptions that are no longer valid. For

example, most government initiatives directed at women entrepreneurs

and matters of procurement are based on the premise that limited

resources are best spent in training women business owners.

461.
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We agreed with that premise through the Ford, Carter, and

Reagan administrations. But looking at results, we can no longer

say, "If only the women were better trained - given more information,

they would have real access to government procurement systems.

Many other government programs such as loan programs, manage-

ment programs, and so on, are based on the premise that there should

not be separate programs for women -- that we, as women business

owners, should become part of the mainstream.

Again, we agree in principle with mainstreaming. We inter-

preted mainstreaming to mean getting women included in existing

programs. Unfortunately, mainstreaming seems to have been inter-

preted in the many agencies to mean a return to "the goon old days"

when agencies did not have to deal with women as a constituency.

WHAT WE HAVE LEARNED

We have learned that training programs in and of themselves

do not get results.

We have learned that mainstreaming has not brought women

into the system.

We have also learned that program initiatives directed

to women entrepreneurs are simply not enough of a priority

in any agency to bring about bottom line results.

We have learned that the staffers who run the programs are

J4
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not part of the Senior Management Team and are not in

a position to make women's business enterprise a priority

within the agency.

And, after 13 years, we have come to the conclusion that

we need Congressional mandates and oversight in order to

move women business owners into the economic mainstream.

WHAT CONCRESS CAN DO

1. In order to make real progress, we need an amendment to

the Equal Credit Opportunity Act of 1974 (ECOA).

2. We need a Women Business Owner's Policy Council that

reaches across the federal government and has the com-

mitment of highest level officials. The Council should

develop plans which include targets, goals, and measurable

bottom line results for each agency.

3. We need Congress to mandate each department and agency to

implement those plans and to develop means to include

women in contracting, procurement, policy-making, inter-

national trade, outreach, advisory committees and com-

mission appointments, and to use every opportunity to

open their system to Women Business Owners.

4. And we need Congress to oversee implementation and results.
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STATEMENT SUMMARY

I. Women Entrepreneurs: Serving the Public Interest

A. The vigor and success of women entrepreneurs is
explained in part by their intense desire to depart from
ordinary or staff functions and to compete in business,
incurring all the challenges and risks that
entrepreneurship entails.

B. It is important to recognize the enormous resilience,
tenacity, and purposefulness of a labor pool available to
the United States whose energies and talents are
underutilized at a time when American economic
competitiveness is being severely tested.

C. The broad public interest would be served by
supporting women entrepreneurs.

II. The Value of Women Entrepreneurs in Strategic Business:
Focus on Trade

A. Aggressive, lean, vital, new companies need to
provide dynamism in maintaining and improving American
trade performance.

B. Four of five new American businesses are women-owned,
it is a matter of simple deduction to observe that such a
group presents a wellspring of talent and drive for trade-
related business activity.

III. Support Needed for Women in Small Business

A. Women entrepreneurs need to build significant
business mass.

B. The primary means for increasing women
entrepreneurship is through open access.

C. Consistent, predictable access in federal procurement
and administrative processes would be a substantial gain.

D. Women entrepreneurs simply ask for the ability to be
permitted laisser faire with the assurance that barriers
are dissolvea.
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STATEMENT OM POLICY

RWARDIMG WOMEN SMTIMPRIMIORS

Mr. Chairman and Members of the Committee:

My name is Susan Snyder. I am President of the Pathfinder

Corporation f,wr International Trade, a firm in its tenth year

specializing in export trade and overseas business development.

Pathfinder functions in diverse business sectors from waste

management to consumer goods and professional services. Our

clients include companies of all sizes; the majority come from

Europe and the United States.

Before founding Pathfinder, I worked overseas for eight

years for a major foreign-owned multinational corporation,

first as market strategist for development and diversification

and then as head of a subsidiary company's world-wide export

organization. Our objective was marketing sophisticated

electronic instrumentation and integrated systems. My primary

focus was in European and East-West trade.

I. Women Entrepreneurs: Serving the Public Interest

My comments to you today are made in the context of this

experience as a woman in business.
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Unlike my colleagues here this morning, I hive not

participated in formulating or implementing policy or programs
supporting women entrepreneurs. Nevertheless, an understanding
of the impulse driving women entrepreneurship is useful if

policy is to be truly effective, and I am honored to have been

called to provide a view from this perspective.

It is appropriate to note also that my perspective

excludes having conducted business with the beneficial aid of

any support programs for women business owners. Descended from

American settlers whose women worked by necessity alongside

their men, I was, however, fortunate to have haen raised in a

family that believed in encouraging its daughters to attempt

excellence in whatever field of chosen endeavor and to do so at
the limits of the boundary ef what is practicable. My

education was obtained at a liberal arts college in New

England, a seven sister school, wh.ch is the oldest continuing
institution for women's higher education. This strong

tradition, quiet yet persistent, has equipped me with the

internal resources necessary to venture into modern business in

a man's world. That it is a man's world has never been a

subject of dou-t for me.

When I was a sophomore in college, I was hired for summer
employment by a Fortune 50 American corporation. My friends

from the still male ivy league were enrolled in the company's

summer management training program, positioned as future

executives on the List track. I was employed in ue

duplicating department operating a photocopy machine.

Recognizing this uncomfortable fact, the company enrolled me in
a program learning to operate state-of-the-art typesetting

equipment.
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The anecdote is not presented with irony or animus. A

summer episode, it appears to be of little lasting harm. It

ranks among the mildest of the difficulties I have encountered

in business. The spontaneous effort at justice during an era

when women's issues were almost nonexistent was even

surprising. But the tale serves as a case in point

illustrating why women of various backgrounds have found it

strategically wise to short circuit the corporate mainstream

and develop business activity as entrepreneurs.

While in the corporate context, I never occupied an

existing job. During my employ with large corporations,

American or foreign, my jobs were of my own design and earned

through my own powers of persuasion. These "deals" were made

on the basis of my receiving a lowered pay scale in exchange

for the enviable right to enter the control room, participate

in the game with an appropriate title, and obtain the

opportunity to succeed or fail on the basis of performance.

The vigor and success of women entrepreneurs is explained

in part by their intense desire to depart from ordinary or

staff functions and to compete in business, incurring all the

challenges and risks that entrepreneurship entails. These

conditions provide the rationale for my decision to leave the

protected environment of blue-chip corporate enterp..is.7 and

become an entrepreneur.

INdrtunately, I am still too young to indulge in this

biographical commentary for the purposes of reminiscence. My

aim has been to use experience as a launching point for

characterizing the enormous resilience, tenacity, and

purposefulness of a lahor pocl available to the United States

whose energies and talents are underutilized at a time when

American economic competitiveness is being severely tested.

3
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Aside from the issues of fairness and equal acceas which

have been raised elsewhere in these proceedings, it is my

opinion that the broad public interest would be served by

supporting women entrepreneurs. To ignore this resource or to

permit it to be handicapped through indifference would be a

breach of leadership when the public interest should be served.

II. The Value of Women Entrepreneurs in Strategic Business:
Focus on Trade

It is my experience that many women entrepreneurs, rather

than being a g oup requiring remedial help, represent a valued,

dynamic resource in pursuing vital American economic interests.

I believe this fact exists in the area of trade where our

negative balance of payments is a source of grave concern to

thoughtful Americans and internationalists as well.

The trade situation can be summarized briefly: in 1960,

the U.S. occupied 25% of world trade in manufactured goods; in

1970, America's share declined to 21%; in 1980, not only had

this share diminished to 18%, but the U.S. lost its position of

world leadership in manufactured exports. If the United States

had maintained its market position, it would have entered an

additional $60-90 billion in export sales, reducing our annual

trade deficit by about half.

In overview, this trend is understandable: as our

multinationals matured, their extensive operations became

increasingly integrated in local economies, and production

sources were diversified. This trend reflects the normal cycle

of multinational activity. Unfortunately, our leading trading

partners were poised to take up the competitive slack with

smaller and less cumbersome, more aggressive companies.
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Small- and medium-sized American companies can provide

similar trade impetus. A recent survey by Touche Ross has

found that 4 out of 5 new businesses nationwide are women-

owned. It is a matter of simple deduction to observe that such

a group presents a wellspring of talent and drive for trade-

related business activity.

Quantified information on women entrepreneurs in trade is

rare. Relying on empirical fact, I can speak of one case first

hand. Pathfinder survived an arduous start up period. We

chose not to operate within programs because we felt that

finding access was too problematic and the probability of

obtaining assistance too unpredictable to count on.

Functioning in an eli'e arena of international finance and

negotiation, we have leveraged our assets to the max, taking

less in order to compete successfully. Without significant

financial reserves, we called upon borrowed power to legitimize

our efforts. The process has been laborious but worthwhile.

In the fragmented consulting arena, the challenge we now face

is how to acquire critical mass and assume leadership in a

field which has enormous potential as the world becomes a

global market. We feel this sense acutely as major

developments occur in Europe with 1992 approaching and as East-

West trade emerges in Soviet Europe with the trend towards

glasnost.

At this stage in our corporate existence, we take pride in

having helped American businesses to export, succeed at joint

ventures with international partners, or expand through

subsidiaries. Our results are accruing, seemingly too

gradually. I am persuaded that the overall trade result can be

multiplied by the efforts of many small and medium business

participants to yield a measurable benefit to America's trade

performance and its continued position in world economic

I I i u
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leadership. To maintain our economic vitality, we need

successive cycles of vibrant aggressive companies. With 4 out

of 5 new companies started by women entrepreneurs, this

valuable resource holds potential.

III. Support Beaded for Women in Snail Business

Survival aside, my interest as a rmall business owner has

been to develop the capital reserves n cessary to build our

organization into a recognized, forceful, significant, albeit

small player in the area of international trade.

Looking at the essence rather than the letter of policy,

the primary means, in my judgment, for increasing women

entrepreneurship is through open access. From our standpoint,

we do not need aid elE se. We are entrepreneurs willing to

take risk positions in our business activity. However, we do

require equal access, as would any firm, if we are to succeed.

Such access is needed in two critical areas:

- For business credibility and operational success,

access is needed to persons holding decision-making

power, who will lend an egalitarian ear to one's

business premise.

- For financial success, access to government

procurement is a vital necessity.

In order for women to be enabled to make the contribution they

wish to make, these elements are critical: equality on

economic and operational playing fields. Other specific issues

have been raised during these hearings. In sum, women

entrepreneurs need the assurance that they will be included in

7
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the nation's business process. Consistent, predictable access

in the federal artna would be a substantial gain.

In the exchange of ideas about government's appropriate

role ranging from interventionism to total passivity, it has

become evident that basic leadership in policy matters is our

government's responsibility. The difference between laisser

faire and laisser aller is also becoming distinct. Laisser

eller, allowing policy to float in any direction, is naive.

Laisser faire, letting business proceed, requires a freedom

that only government can insure. I think that women

entrepreneurs simply ask for the ability to be permitted

laisser faire in burIness with the assurance that barriers are

dissolved.



468

Additional Information from Kay Bulow

I would not say that there is anything I
have asked for which I have not gotten from my
superiors. The Secretary of Commerce has been most
generous each time I have requested funds, personnel,
policy changes, and all initiatives for women business
owners.

At Commerce we are now drafting policy that will insure
that our Small Business Liaison Officers and Small
Business Specialists are trained on an on-going basis to
seek women-owned firms and other socioeconomic
categories of businesses for contracting purposes. We
will trair. these employees in how to view women-owned
firms in a positive manner, and how employees' attitudes
influence the acceptance of women-owned federal
contractors.

In my testimony I spoke about the need for better data
on women-owned businesses. In addition to data on
federal procurement, we also need to know the total of
subcontracts awarded to women held businesses. I would
like to add my name to the list of those who are
requesting the addition of lines for women-owned on the
Standard Forms 294 and 295, the Federal Subcontracting
Report for Individual Contracts and the Federal
Quarterly Individual Subcontracting Report that are
filed by prime contractors.

4
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ADDITIONAL INFORMATION SUPPLIED BY CAROL M. CROCKETT

U.S. SMALL BUSINESS ADMINISTRATION
WASHINGTON. D.C. 20416

EXECUTIVE MANAGEMENT REPORT ON PROCUREMENT FOR

WOMEN-OWNED SMALL BUSINESSES FOR FY 1985

4 7,;

March 1986
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I. EXECUTIVE HIGHLIGHTS

There has been a dramatic growth in procurement
achievements for women-owned small businesses over the
last six years. From FY 1979 to FY 1985., there has beer.
a 608% dollar increase in Federal prime contract award

achievements to women-owned small businesses. The
percentage of prime contract award achievements to
women-owned small businesses to total procurement went
from .22 in FY 1979 to .74 in FY 1985.

In FY 1985, the total prime contract award achievements
for women-owned small businesses was $1.3 billion, an
all-time high. The Department of Defense represented
70% of total prime contract award achievements to
women-owned small businesses for FY 1985.

From FY 1984 to FY 1985, there was an overall increase
of 12% in Federal prime contract award dollar
achievements to women-owned small businesses. For FY
1985, the majority of Agencies showed an increase in
this contract award activity for women-owned small
businesses.

From FY 1985, the total Federal Prime Contract award
goal achievement for women-owned small businesses in
dollars was 120%. In each year from FY 1980, the total
Federal Prime Contract award dollar achievement to
women-owned small businesses has been over 100% of the
goal established.

4 7
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II. PROCUREMENT ACTIVITY FOR WOMEN-OWNED BUSINESSES IN DETAIL

o Table 1 - Federal Prime Contract Award
Achievements for Women-Owned Small Businesses for
FY 1985.

o Table 2 - Increase (Change) in Federal Prime
Contract Award Achievement for Women-Owned Small
Businesses from FY 1984 to FY 1985 for Major
Agencies.

o Table 3 - Federal Prime Contract Awards to
Women-Owned Small Businesses: Goals and
Achievements

o Table 4 - Trends in Federal Prime Contract Award.
Activity to Women-Owned Small Businesses.

4 s' 0
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TABrE I

FEDERAL PRIME CONTRACT AWARD ACHIEVEMENTS

FOR WOMEN-OWNED SMALL BUSINESSES

FOR FY 1985

(Ranked by dollar amounts of achievementsin mils.)

Agency Achievements

Defense $ 898.00
GSA 58.76
VA 52.12
Agriculture 45.78
NASA 38.90
HHS 35.10
Interior 27.80
Transportation 26.94
Treasury 1R.19
Energy 11.28
EPA 9.20
State 8.79
AID 8.25
Commerce 7.09
TVA 6.80
Justice 6.08
Labor 6.00
Education 3.20
HUD 3.17
NSF 2.39
SBA 1.91
OPM 1.74
FERC 1.37
NRC 1.31
USIA 1.10
FENA .44
Other 1.60

$1,283.31
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TABLE 2

INCREASE (CHANGE) IN FEDERAL PRIME CONTRACT AWARD
ACHIEVEMENTS FOR WOMEN-OWNED SMALL BUSINESSES

FROM FY 1984 TO FY 1985
FOR MAJOR AGENCIES

(Dollar amount in mils)

1984 Percentage Change
from FY 84 to FY 85

1985

Defense $719.0 25% $898.0

GSA 72.4 -19% 5:"..8

VA 37.6 39% 52.1

Agriculture 31.8 44% 45.8

NASA 24.7 57% 38.9

HHS 46.9 -25% 35.1'

Interior 22.9 21% 27.8

Transp. 32.4 17% 26.9

Treasury 4.2 333% 18.2

Energy *

EPA 7.5 23% 9.2

State 6.1 44% 8.8

AID 5.7 46% 8.3

Commerce 6.1 16% 7.1

TVA 5.1 33% 6.8

Justice 4.2 45% 6.1

Labor 3.1 94% 6.0

Education 4.1 -22% 3.2

HUD 2.7 19% 3.2

NSF 1.2 100% 2.4

SBA 2.4 -21% 1.9

OPM 4.1 -59% 1.7

NRC 1.1 18% 1.3

USIA 1.9 -42% 1.1

FEMA .3 33% .4

*Department of Energy's goals and achievements Eor FY 1984
included NONGOCO and GOCO contracts. The achievements were
reported at $118:8 million. In FY 1985, Department of Energy
set their goals and achievements, based on only NONGOCO. The
achievements for NONGOCOs was $11.3 million. Contracts for
GOCOs were reported as $145.2 million.



TABLE 3

FEDERAL PRIME CONTRACT AWARDS TO WOMEN -OWNED SMALL BUSINESS
GOALS AND ACHIEVEMENTS

(in mils.)

Agency
Dollar
Amount

FISCAL YEAR 1985

ACHIEVEMENTSGOALS

Dollar
Amount

1 of Prime Contract
Awards to Women-Owned
Small Businesses ro
Total Procurement

of Prime Contract
Awards to Women-Owned
Small Businesses to
Total Procurement

Defense 735.0 .5 898.0 .6

GSA 40.5 .9 58.8 1.0
VA 36.8 1.6 52.1 2.1 da
Agriculture 32.0 1.5 45.9 2.0 --3
NASA 35.0 .6 38.9 .6
HHS 24.3 1.7 35.1 2.2
Interior 17.7 1.7 27.8 2 6

Trapsportation 33.1 1.6 26.9 1.1

Treasury 6.3 2.6 18.2 4.4

Energy 34.0 .3 11.3 .1
EPA 9.8 1.6 9.2 1.5

State 3.7 3.6 8.8 3.2

AID 7.8 3.2 8.3 2.3

Commeice 7.0 2.1 7.1 2.2

TVA 9.2 .6 6.8 .8

Justice 4.0 1.0 6.1 1.3

Labor 5.7 1.0 6.0 1.0

Education 2.5 1.6 3.2 1.9

HUD 1.9 6.0 3.2 2.9

NSF .8 .4 2.4 1.2

SBA 2.0 R.0 1.9 6.9

OPM
FERC

6.1
.7

13.4
10.0

1.7
1.4

8.6
22.0

NRC .9 1.7 1.3 2.4

USIA 2.0 2.0 1.1 .9

FEMA .2 .1 .4 .2

4 k, (I
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TABLE 4

TRENDS IN FEDERAL PRIME CONTRACT AWARD ACTIVITY
TO WOMEN-OWNED SMALL BUSINESSES

Goals
(mils.)

Rate of Change

1979
1980 $ 211.3
1981 407.9
1982 480.4 181
19P' 640.0 331
1984 865.7 351
1985 1,066.3 231
1986 1,330.2 251

Achievements Rate of
(mils.)

S 181.3
388.4 114%
631.5 631
683.3 Al

863.4 261
1,146.6 331
1,283.3 121

Percentage of Prime Contract Award Achievements
to Women-owned Small Businesses to Total Procurement

FY

1979 .22
1980 .37
1981 .56
1982 .52
1983 .57
1984 .71

1985 .74

4

88-199 0 - 88 - 18

Change
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U.S. SMALL BUSINESS ADMINISTRATION
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--

EXECUTIVE MANAGEMENT REPOP.T ON PROCUREMENT FOR

WOMEN OWNED SMALL BUSINESSES FOR FY 1986

March 1987
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EXECUTIVE HIGHLIGHTS

There has been a dramatic growth in procurement
achievements for women owned small businesses over the
last six years. The percentage of prime contract award
achievements to women owned small businesses to total
procurement went from .22 in FY 1979 to .9 in FY 1986.

In FY 1986, the total prime contract award achievements
for women-owned small businessas-waa-$1,6-b+1-H-ern-i an-
all -time high. The DepartMent of Defense representiU
70% of total prime contract award achievements to women
owned small businesses for FY 1986.

From FY 1985 to FY 1?e6, there was an overall increase
of $330 million in Federal prime contract award dollar
achievements to women owned small businesses. For FY
1986, the majority of Agencies showed an increase in
this contract award activity for women owned small
businesses.
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PROCUREMENT ACTIVITY FOR WOMEN OWNED BUSINESSES IN DETAIL

0

0

Table 1 - Federal Prime Contract Award
Achievements for Women Owned Small Businesses
for FY 1986.

Table 2 - Increase in Federa., Prime Contract
Award Achievement for Women Owned Small
Businesses from FY 1985 to FY 1986 for MLjor

_Agencies.

o Table 3 - Trends in Federal Prime Contract
Award Activity to Women Owned Small Businesses.
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TABLE I

FEOERAL PRIME CONTRACT AWARD ACHIEVEMENTS

FOR WOMEN OWNED SMALL BUSINESSES

FOR FY 1986

(Ranked by dollar amounts of achievements in mils.)

Agency Achievements
...

Defense $ 1,100.0
GSA 61.3

VA 39.0

Agriculture 38.0

NASA 49.8

HHS 36.8

Interior 24.8

Transportation 25.1

Treasury 20.6
Energy 150.8

EPA 7.0
State 8.2

AID 8.3

Commerce 13.1

TVA 5.0

Justice 5.6

Labor 6.7 .

Education 3.0

HUD 2.5

NSF 2.3

SBA 1.6

OPP .3

NRC 1.0

USIA 2.4

FEMA ..5

TOTAL 1613.7

4 )4
-.C
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TABLE 2

INCREASE IN FEDERAL PRIME CONTRACT AWARD
AC , , , 1- .1" I-, il , :1 ES

FROM FY 1985 TO FY 1986
FOR MAJOR AGENCIES

(Dollar amount in mils)

1985 1986

$ 898.0 $ 1,100.0Defense
GSA 58.8 61.3
VA 52.1 39.0
Agriculture 45.8 38.0
NASA 33.9 49.8
HHS 35.1 36.8
Interior 27.8 24.8
Transportation 26.9 25.1
Treasury 18.2 20.6
Energy 11,2 150.8
EPA F.2 7.0
State 8.8 8.2
AID 8.3 8.3
Commerce 7.1 13.1
TVA 6.8 5.0
Justice 6.1 5.6
Labor 6.0 6.7
Education 3.2 3.0
HUD 3.2 2.5
NSF 2.4 2.3
SBA 1.9 1.6
OPM 1.7 .3

NRC 1.3 1.0
USIA 1.1 2.4
FEMA .4 .5
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TABLE 3

TRENDS IN FEDERAL PRIME CONTRACT AWARD ACTIVITY
TO WOMEN OWNED SMALL BUSINESSES

FY

1979

Goals
Tim.)

Achievements
(mils.)

$ 181.3

1980 $ 211.: 388.4

1981 407.9 631.5

1982 480.4 683.3
1983 640.0 863.4

1984 865.7 1,146.6
1985 1,066.3 1,283.3

1986 1,330.2 1,613.7

Percentage of Prime Contract Award Achievements
to Womenowned Small Businesses to Total Procurement

FY

1979 .22

1980 .37
1981 .56

1982 .52

1983 .57

1984 .71

1985 .74

1986 .9
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EXECUTIVE MANAGEMENT REPORT ON PROCUREMENT FOR

WOMEN OWNED SMALL BUSINESSES FOR FY 1987

March 1988



483

I. EXECUTIVE HIGHLIGHTS

There has been a dramatic growth in procurement
achievements for women owned small businesses over the
last eight years. The percentage of prime contract award
achievements to women owned small businesses to total
procurement vent from .22 in FY 1979 to 1.0 in FY 1987.

In FY 1987, the total prime contract award achievements
for women-owned small businesses was $1.7 billion, an
all-time high. The Department of Defense represented
64Z of total prime contract award achievements to women
owned small businesses for FY 1987.

From FY 1986 to FY 1987, there was an overall increase
of $118.0 million An Federal prime contract award dollar
achievements to women owned small businesses, also
achievements exceeded goals by $235 million. For FY
1987, the majority of Agencies showed an increase in
this contract award activity for women owned small
businesses.

4 0
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II. PROCUREMENT ACTIVITY FOR WOMEN OWNED BUSINESSES IN DETAIL

o Table 1 - Federal Prime Contract Award
Achievements for Women Owned Small Businesses
for FY 1987.

o Table 2 - Federal Prime Contract
Award Achievement for Women Owned Small
Businesses from FY 1986 to FY 1987 for Major
Agencies.

-
o Table 3 - Trends in Federal Prime Contract

Award Activity to Women Owned Small Businesses.
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TABLE I

FEDERAL PRIME CONTRACT AWARD ACHIEVEMENTS
FOR WOMEN OWNED SMALL BUSINESSES

FOR FY 1987

(Rank by dollar amounts of achievements in mils.)

AASISX Achievements

Defense 11,100.0
Energy 199.5
HHS 59.8
NASA 52.2
GSA 51.1
Agriculture 46.7
VA 43.0
Treasury 31.7
Transportatior 27.5
Commerce 20.0
Interior 19.3
EPA 14.8
Labor 10.8
State 9.9
justice 9.3
AID 6.5
TVA 6.0

HUD 5.2
OPM 4.1
NSF 2.8
SBA 2.4
DOED 2.1
USIA 1.5
NRC 1.4
FEMA .4

All Others 3.7

11,731.7

4 tl U
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TABLE 2

FEDERAL PRIME CONTRACT AWARD
ACHIEVEMENTS FOR WOMEN OWNED SMALL BUSINESSES

FROM FY 1986 TO FY 1987

1987

FOR MAJOR AGENCIES

(Dollar amount in mils.)

1986

Defense $1,100.0 $1,100.0
Energy 150.8 199.5
HHS 36.8 59.8
NASA 49.8 52.2
GSA 61.3 51.1
Agriculture 38.0 46.7
VA 39.0 43.0
Treasury 20.6 31.7
Transportation 25.1 27.5
Commerce 13.1 20.0
Interior 24.8 19.3
EPA 7.0 14.8
Labor 6.7 10.8
State 8.2 9.9
Justice 5.6 9.3
AID 8.3 6.5
TVA 5.0 5.0
HUD 2.5 5.2
OPM .3 4.1
NSF 2.3 2.8
SBA 1.6 2.4
DOED 3.0 2.1
USIA 2.4 1.5
NRC 1.0 1.4
FEMA .5 .4

4
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TABLE 3
TRENDS IN FEDERAL PRIME CONTRACT AWARD ACTIVITY

TO WOMEN OWNED SMALL BUSINESSES

Goals
Tmils.)

Achievements
(mils.)

1979 $181.3
1980 $211.3 388.4
1981 40/.9 631.5
1982 480.4 683.3
19ri 640.0 863.4
1984 865.7 1,146.6
V185 1,066.3 1,283.3
1986 1,330.2 1,613.7
1987 1,496.4 1,731.7

Percentage of Prime Contract Award Achievements
to Women-owned Small Businesses to Total Procurement

FY

1979 .22
1980 .37
1981 .56
1982 .52
1983 .57
1984 .71
1985 .74
1986 .9

1987 1.0
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FY

1979

TRENDS IN FEDERAL PRIME CONTRACT AWARD ACTIVITY
TO WOMEN OWNED SMALL BUSINESSES

AchievementsGoalsrirri.) (mils.)

$181.3
1980 $211.3 388.4
1981 407.9 631.5
1982 480.4 683.3
1983 640.0 863.4
1984 865.7 1,146.6
1985 1,066.3 1,283.3
1986 1,330.2 1,613.7
1987 1,496.4 1,731.7

Percentage of Pri- Contract Award Achievements
to Women-owned Small Businesses to Total Procurement

FY

1979 .22
1980 .37
1981 .56
1982 .52
1983 .57
1984 .71
1985 .74
1986 . .9
1987 1.0
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. U.S SMALL BUSINESS ADMINISTRATION
WASHINGTON 0 C 20416

't/iTe"2

August 24, 1988

Ms. LaVon E. French
Counsel
Committee on Small Business
House of Representatives
Washington, DC 20515

Dear Ms. French: 4...

The atta "hed information is in response to your request.

As you can see, over 1.4 million women have been counseled.
We do not however have a break out on those who attended
the Meet the Lenders conference.

If I can De of further assistance, please do not hesitate
to call.

Sincerely,

Cl fford Downen
Assistant Administrator for

Congressional & Legislative Affairs

Attachment
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SRA MANAGEMENT INFORMATION SYSTEM FIELD DATA

YEAR WOMEN ATTENDEES

1980 144,042

1981 165,340

1982 161,874

1983 168,601

1984 93,871

1985 239,316

1986 212,585

1987 227,212

1988 No longer counted by MIS

TOTAL 1,412,841

Management Information System (MIS) does not include the number of conferences held.
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Remarks of the Honorable Silvio 0. Conte
Hearing on Women's Busthess issues

May 17, 1988

Thank you. Mr. Chairman, today's hearing is the fifth in a
series of fascinating hearings on women's business issues. i
have learned much from these hearings and have been very
impressed with the quality of our witnesses.

Today's hearing will focus on the changing nature of the work
force. Before we begin, I would like everyone to be aware of
the fine work done in this area by the Congressional
Clearinghouse df the Future.

Mr. Chairman, while our work force is changing, one critical
barrier still remains - lack of access to capital. I would like
to congratulate my colleagues on the mark up of H.R. 4174, which
contains a section for a new guaranteed small loan program. I
would also urge my colleagues to cosponsor H.R. 1897, the Equal
Access to Commercial Credit Act introduced by our distinguished
colleagues, John LaFalce and Lindy Boggs. This legislation
closes a loophole in the Equal Credit Opportunity Act of 1974
that prevents equal access to commercial credit by women and
minorities and requires lenders to establish sound business
practices and to apply objective criteria when evaluating loan
applications. I feel so strongly about this issue that I have
written a dear collAagme letter urging everyone to sign on,

Mr. Chairman, you are to be commended for convening this set of
hearings and for introducing H.R. 1897. Let us all work
together to translate the concerns of America's fastest growing
segment of business owners, American women, into responsible and
responsive legislation.

I welcome our distinguished panelists today and look forward to
their testimony. Thank you.

4 q
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Statement of
Bickley Townsend

Director of Research and Education
American Demographics, Inc.

before the
Committee on Small Business
U.S. House of Representatives

May 17, 1988

Mr. Chairman and Members of the Committee:

It is a pleasure to be here this morning to discuss the

rapid and important changes taking place in the American

workforce. Th- very fact that these hearings focus on issues

affecting women business owners illustrates the subject I

have been asked to address. Only a few years ago, women in

business merited little notice from policy makers. In 1960

women started only one in ten new businesses. That figure has

risen to one in three, and by 1995, it will be one in two.

Today women represent 24% of all business owners.

Who are America's new workers? What kind of changes can

we anticipate in the nation's labor force for the rest of the

20th century, and what will those changes mean to our

society?

To summarize the changes ahead, America's workforce is

becoming steadily

older;

better educated (but with an important caveat);

more racially and ethnically diverse; and of course,

more female.

4 Q,;
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These trends spell profound challenges for employers, for the

economy, and for federal policy in the years ahead. I would

like to sketch out the dimensions of each trend, and some of

the economic and policy implications they suggest.

AnbalaiRaracral

We have heard a lot about the aging of the American

population, particularly since the first baby boomer turned

40 and made headlines across the news media. After all, the

baby boomers were synonymous with the youth culture. They

were the flower children, the Pepsi generation, the ones who

never trusted anyone over 30. No wo.der their passage into

middle age sent a shock wave through American society. What

it told us was not just that they were no longer young, but

that we, as a society, are no longer young.

The median age of the U.S. population has risen four

years since 1970-from 28 to 32-and it will continue rising to

36 by the year 2000. America's labor force is also aging. The

average worker today is aged 35.3. By the year 2000, the

average worker will be a distinctly middle-aged 39 years oil.

The aging of our labor force is happening partly because

the baby boom is moving into middle age. But a second

important reason is that young workers are becoming a scarce

commodity, as the small "baby bust" generation born in the

late 1960s and early 197us reaches adulthood. In 1980 America

counted 30 million 18 to 24 year olds; by 1995, that number

will drop to 23.7 million, a decline of one-fifth.

2

5 J
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I would like to emphasize that our workforce is wit

aging because older workers are remaining on the job for more

years. In fact, just the opposite is happening. At the same

time as young workers are shrinking as a share of the labor

force, those in their 50s and 60s are taking early retirement

in unprecedented numbers. Just a decade ago, only 17% of men

aged 55 to 64 had retired. Today that number has doubled-to

fully one-third who are no longer in the labor force-and the

upward trend continues.

The rising age of the workforce is a double-edged sword.

On the plus side of the ledger, the prospect of a somewhat

older, more experienced labor force could herald an enormous

productivity bonus on the horizon, one that could give our

economy a welcome boost. After all, in the 1970s labor

productivity stagnated, and largely to blame was the surge of

young baby boomers and women into entry-level jobs. Now that

these new workers have been absorbed, trained, and seasoned,

we may see rising productivity per worker.

On the minus side, between now and the year 2000,

America's workforce is expected to grow more slowly than at

any time in our history except during the Great Depression.

Of course there will be a great deal of regional variation in

this decline, but overall, it signals a period of tighter

labor, less flexibility for employers, and a real threat of

wage inflation as scarce entry-level workers are able to bid

up their price.

3
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This shrinking labor pool will be a particularly

critical problem for retailers, food marketers, and ocher

businesses that rely on entry-level workers. Larger employers

are already easing the crunch by substituting technology for

labor; for example, many fast food chains now have installed

beverage bars, which shifts the job of pouring the Cokes from

the counter worker to the customer. Small businesses, of

course, can't take advantage of high-tech solutions as easily

as can large corporations. How to help them do so is

something your Committee might consider.

Other issues for federal policy include how to ease the

school-to-work transition for young people; retraining for

older workers; and incentives to attract retirees back into

the workforce, if only to fill part-time jobs where employers

now find themselves short-handed.

BetteLLI/CALIICL1111L.._

Turning to education, the overall trend is that America

is becoming a steadily better educated society. Since 1970

alone, the proportion of adults who are high school graduates

has risen from just over half (52%) to fully three-quarters.

The rise in the college-educated population has been equally

dramatic. The baby boom, as usual, gets most of the credit

for this trend, as the most-educated generation in American

history.

The baby boomers will also be remembered as the

generation that closed the educational gender gap. Women have

4
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made tremendous strides in education in recent yeas

younger baby boom women, those now 25 to 34, one in

a college degree, compared with fewer than one-tent'.

over the age of 55. What's more, as many young women

now are college-educated. This is happening both bec

women are continuing to go to college in record numb

because, for the first time in memory, the share of 1

who complete college is declining. Nonetheless, the

proportion of high school graduates who go on to col

almost 60% last year, a record high.

The overall trend toward a more educated workfr

good sign. Many of the fastest-growing occupations r,

least some collegejobs like paralegals, medical aL

and data processing analysts and repair people. In f,

new study by the Hudson Institute, Workforce 2000,

that "between now and the year 2000, for the first

history, a majority of all new jobs will require

postsecondary education."

But there is a dark side to the education stor

Statistical averages mask the fact that too many yon

are failing, or being failed by, the educational sy.

have a persistently high rate of high school dropou

particularly among children from low-income and min

familiesthose who already have the fewest advantag

life. We need to do all we can to help convince you

to stay in school, and ideally, to go on to higher

5
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Besides increasing the quantity of education our young

people receive, we also need to improve the quality of that

education. We cannot predict with precision the jobs of the

future, but what we do know is that they will require much

greater literacy and much better quantitative skills than

many of our children now receive in the public schools.

Educational reform has begun, but we have a long way to go to

rebuild the educational standards and basic skills that fell

by the wayside in the 1960s and '70s. The National Commission

on Excellence in Education brought to public attention such

statistics as the fact that 40% of recent high school

graduates were unable to read at the 9th grade level. We are

not doing any service to our young people by allowing them to

graduate without basic skills.

An incident that happened last summer illustrates the

consequences of this slide in school standards. As part of a

model public-private partnership with a Brooklyn neighborhood

coalition, a group of New York City banks promised to hire

250 graduates of five troubled city high schools. Imagine

everyone's chagrin when the banks were able to find only 100

graduates who could pass the equivalent of an 8th grade math

test. As the New York Times noted in an editorial, "That

small failure signals a larger problem. The poor education of

public school students now threatens not just their

individual futures, but the future of the city's economy."

Productivity losses caused by poorly educated workers,

together with the cost of remedial training, cost American

6
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businesses an estimated $25 billion each year. That is a cost

that small business owners can ill afford to pay, and money

that could be invested instead in greater productivity and

economic growth.

I could not sum up the policy implications of this trend

any better than Sam Ehrenhalt, the New York Regional

Commissioner of Labor Statistics, who said recently,

"Ultimately, the quality of the labor force may become the

limiting factor on the New York City economy. That is why in

my opinion improving educational outcomes now ranks as the

city's number one economic development effort." I believe the

conclusion holds true not just for New York, but for the

country as a whole.

kIstrsBaciallarIlizeals
Workforce 2000, the Hudson Institute study I mentioned

earlier, made a number of interesting projections, but one in

particular stood out. For the rest of the century, the

authors concluded, native-born white men will make up only

15 of new workers. Since white males have traditionally been

the backbone of our economy, this trend signals a whole new

world ahead.

Clearly, the trend is already well advanced. When the

First Interstate Building in Los Angeles was on fire

recently, two janitors were trapped in an elevator. They were

unable to work together to devise an escape strategy, because

they could not communicate in the same language. Instead,

7
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they resorted to praying, one in Spanish, the other in

Croatian.

One in five Americans today is black, Hispanic, Asian,

or other minority. And a growing proportion of America's

workers will be black, Hispanic, and Asian in the future. The

impact of this new diversity will be more felt more

dramatically in some geographic regions than others. For

example, it is only a matter of a year or two before New York

City has a "majority minority" labor force. Today just 50.5%

of NJW York workers are white, non-Hispanic, -nd\their share

has been steadily declining. A number of other cities are

also at or approaching the point at which it is no ',ranger

appropriate to refer to non-Caucasian ethnic groups as

"minorities." These include Los Angeles, Detroit, Chicago,

Philadelphia, Miami, a number of cities in Texas, and of

course, Washington, D.C.

The growing racial and et7ii' ,diversity of our workforce

will put greater demands on erO3.71yers. Th,lre will be more

training needs, more language problems, the need for

assistance with Immigration & Naturalization documentation,

and greater responsibility on employers to avoid violating

provisions of the immigration reform laws. At the same time,

many new immigrants have already proven that they are at

least as hard-working and enterprising as their predecessors

in earlier generations, so we can expect that the growth of

immigrant minorities in the workforce will have a positive

impact on the economy.

8
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The increase of blacks and other native-born minorities

will mean continued issues of affirmative action and equal

access to employment. Where these minorities are concentrated

in disadvantaged areas, it will take special efforts in

education, vocazional 1:raining, and economic opportunity to

bring more and more m.nority workers into the mainstream of

the economy.

N081211ALithe110das=11

I have reserved for last the trend of greatest interest

to these hearings, and very probably the single most

important trend that has ever taken place in the American

labor market. That is the growing importance of women in the

paid labor force.

Already women account for nearly two-thirds of all new

workers and represent 45% of all workers, up from 39% in

1972. Seventy-one percent of women in the prime working ages

(ages 25 to 54) are in the labor force, ant the Bureau of

Labor Statistics projects that rate will rise to 81% by 2000.

According to the BLS, women's labor force participation will

grow it an annual rate of 0.8%half the 1972 to 1986 rate,

but double the rate projected for the labor force as a whole

for the rest of the century.

Women's work patterns across the life cycle have changed

dramatically. Until the mid-1970s, women tendtd to drop out

of the labor force in their childbearing years, so that fewer

women worked in their 20s and 30s than at younger and older

9
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ages. This pattern has completely changed. More women today

work in their childbearing years than at any other ages. When

you chart labor force participation rates by age, women's

patterns now look very similar to men's.

Women's occupational choices are also becoming more

similar to men's. Some occupations-like teaching, nursing,

and secretarial work-are still overwhelmingly female, while

others-like engineers, pilots, and mechanics-are still

dominated by men. But consider the inroads women have made

into most once-male preserves. Today women represent 20% of

all medical doctors (up from 10% as recently as 1972); 20% of

all lawyers (compared to just 4% in 1972); 7% of all

engineers, up from less than 1% in 1972. Women are almost

half of bus drivers, and they are a majority of editors and

reporters, computer operators, bill collectors, and shoe

salespersons. Meanwhile, men represent a growing share of

telephone operators, nurses, and typists.

So, male and female work patterns are becoming more

unisex. Combining work and family has become the norm for

most women-as well as for most men-today. The majority of

mothers are now in the paid labor force: 72% of women with

school-aged children and 57% of those with pre-schoolers.

More than half of all new mothers are now back at work before

their baby's first birthday. Most married couples today have

two earners, and the majority of America's children are

growing up with working mothers.

10
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Is it any wonder that "family" issues related to

employment, such as parental leave, child care, and flextime,

have moved front a'd center on the policy agenda? I think we

can expect them to remain there for the foreseeable future.

Even so staunch a traditionalist as Senator Orrin Hatch is

sponsoring child care legislation; he defended his bill

recently by saying that no matter how much some people might

long to go backwam, America is not returning to an Ozzie and

Harriet world.

America was founded on innovation. Our system of

government was even called the American experiment." Today

we are embarked on a social and economic experiment almost as

fundamental as that undertaken by the first settlers to our

shores. The premise of this experiment is that men and women

can co-exist as truly equal partners in the family and in the

factory, in the boardroom as well as in the bedroom. There is

no precedent for the new work and family forms we are forging

today. We are navigating waters as uncharted as were the

shoals off New England to the early settlers. Today, as then,

a great deal rests on the outcome of this experiment. At

stake is the well-being of our nation's children, the human

capital of the next generation. The value of women's

investment in hunter capital hangs in the balance. Even

America's competitiveness could depend on whether this

experiment works.

I urge you to do all you can to ensure its success.

11

Jet)



505

11111111111=111

Dramatic changes in the labor force mean that

businesses will have to become more

flexible in order to compete m the 1990s.

by Martha Farnsworth Riche

he Chinese symbol for crisis
ambit= die symbols for dan-
ger wid opponunity Businesses
of all kinds might want to re-

member this as they adieu to the rew
work force During the nest decade.
white men will account for only one in
four new waters. the number of entry-
level waters will fall by 8 percent. and

Manisa Farnsworth Ruin as a senior
Moor of Amencan Demographics

virtually all new robs will be in the
service industries.

Last fall. the Bureau of Labor Statis-
tics mood ii, Rile projection of labor
force growth to the year 2000 The pro-
JeCt1010 an drwnenc for two masons
dm. they show tharply slower womb
in the labor force. panicularly among
younger waken. second. they suggest
that the people who will be entering the
labor force in the yews ahead may not
have the skills that employersneed

Overall, the labor force will grow

only I 2 percent a yew between 1986
and 2000. down from the average an-
nual 2 2 percent growth me from 1972
to 1986 This will be the slowest nee of
labor force growth Una the 19301 The
slower growth is partly due to dowser
population mow* But it also results
from the maturing of the baby bora.
The baby-boom generation is now at
work Until the end of the century. the
small baby-bust generation will be sup-
plying the nation's new waken

Between 1986 and 2000. the prime-
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Women, and the 59-Cent
Dollar

by Barbara Everitt Bryant

The average woman earns only 59
percent of what man earns. But it
it her own doingat least in part.
This is one conclusion of series of
studies that looked at the lifestyle
aid ewer preferences of Amencan
women.

A pkindity of *wrath want to stay
home with their young children, tf
they can afford to do as. Forty-six
mann of adult women told a 1962
otional survey by Market Opinion

Itheordi that the ideal lifestyle would
he to soy home while their children
wet* young. and to combine lobs with
homemaking thtoughout the rest of
their amen. The figure ha dropped
only dace percentage points since
MS.

Whik discrimination may be
factor in the sex pp in income, four
types of choices women make for
themselves keep their wages brio*
those of men

Many American women want to
awe in and out of the labor force.
chaining to remain at home if they
can while their children are young

Carew preferences are for a adv.
tional, lower-paying "female"
occupations

Women remain disproportionately
illiterate in mathematics, science,
and engineering

And significant proportions of
women become pregnant too soon.
marry too young, or divorce with too

Barbara Eventt Bryant is senior vice
president of Market OPtreon Research,
Detroit, and Canadian Opinion
Research, Toronto
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little financial support for children
In 1962, 12 percent of women

believed the ideal lifestyle was to be
mainly a jobholder or career woman,
up from 5 percent in 1975 One in
five would choose to be mainly
homemaker, down lust 2 percentage
points from 1975 Twents-mo Fes-
cent would combine a job oe career
with homemaking, using daycare if
they had children. In 1975, 24 per-
cent eve this answer. These figures
are bred an representative samples
divans= aged 18 at older ftom scram
the country.

A preference for scrim" home '0 eh
preschool children cuts across all
subgroups. On this point there is no
difference of opmon between home-
makers and those who are employed
The 46 percent who choose name
at home with young children as the
deal lifestyle Includes fully 49 per-
cent of those who are currently
employedan even higher share
than the 41 percent of the non-
employed who express this prefer-
ence.

While women's attitudes in this
area appear to have changed little
since 1975, the proportion of women
who in fact stay at homeregardless
of what they may perceive as the ideal
lifestylehas been dropping stead-
ily The proportion employed outside
the home has risen from only 42 per-
cent in 1975 to S4 percent in 1982
Of the total, 37 percent in 1982 were
employed full -time versus 31 percent
in 1975 Seventeen percent worked
pan-time in 1982, and I I percent in
1975

And the 54 percent who were
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employed in 1982 included fully 71
percent of unmarred women under
age 35, 54 percent of all married
women with children at home, 43
percent of all women between the
ages of 55 and 64, and even 9 percent
of women aged 65 or older. The
working mothers include those who
take jobs because of ecdnomsc neces-
smi but would rather be home fa-
me, as well as those who take
maternity leave and return to the job
quickly.

The kind of women who express
the strongest preferences for staying
home while then children ate young
include thole who make homemak-
mg a creative activity. They find life
at home mote interesting and more
varied than the jobs they leave in
offices and retail stores. These are
the women who enjoy experiment-
mg w ,th a new recipe, putting up
then own jam, sewing clothes for
their children, taking the children to
a perk, leading a scout troop, and
having time to get involved with their
children's activities and schools For
some in this group a perttome job is
the compromise between what they
want to do and what they must do to
afford the middle -class living they
expect for their families

The mothers who prefer to work
and use baby-sitters and child-care
centers are of two varieties The
obvious group are the career-ort-
ented professionals on the fast mock.
A lengthy absence from their careers
would slow their upwind mobility
However, there is another type of
woman, who a lea career-oriented
Her job may be "hist a job" Is

description used by Rena Banos to
classify women in her book on Mr.
ketmg, The Mourne Target) How-
ever, her job is the source of her social
life She likes to interact with other
adults and finds isolation in the home
too lonely.

Career Oudook

Women's outlooks on careen are
changing. The dikrences by age re
striking, and they appear principally
in the charectensuct of those who
choose being "mainly a homemaker."
Of the 20 percent who prefer laves
mainly as housewives, only 5 percent
are unmarried women under 35,
compered to nearly one-third of those
who are enlists-nesters or widows

The letter groups either look back
on their choices of lifestyle with con-
torment, of justify the lives they
have led, because they perceive as
Ideal the choices they made yean ago.
When they were young, of coune, a
narrower range of careen were open
to women

While the pp in median ir come
between women and men his nar-
rowed by three percentage points
between 1979 and 1962reflecting
in large measure the careeponented
outlook of younger womenit is not
discrimination alone that keeps the
income pp so large, as some people
charge. It is also women's hfreyk
preferences. Whatever the benefits
of an at-home mother for mother of
child, women who make this choice
must mat realistically the tradeoff
they are making between their Uk-
style desires and opportunities foe
career advancement.

American Demmer:kin



Unless a women find[ a way to
return to the work force better pre-
pored than when the left, she will be
at disadvantage compared to men
and to other women who kept work-
ing. She will have las expenence,
less seniority, ands 'hotter salary his-
tory Some women who return to
work after tailing a child have updat-
ed their skills and re-enter the work
force even batter able to cope with
new technokigies and manegement
approaches than men who have
worked continuoudu

The vast asajorit% howeven return
to be forever fnanated by earning
less than the men thew sr. Is job
discnnination theca se of their Eno-
nation. or wit a consequence of mood
roles and their own lifestyle choices?

Caner Choices
Women's career choices also contrib-
ute to the income pp. In pat. they
choose professions that allow than
to move in and out of the work force,
and these professions me not highly
paid. When statewide sample of
900 women in Michigan was asked
to rate 48 occupation from least to
most desirable for woman, the
highest overall ratings went to nurse
and medical technician. Haling may
be an outstanding profession, but its
pry is lownor is it the kind of occu-
pation a sample of men would choose
as the most desirable.

The 48 occupations were selected
by the Michigan Department of Labor
and the Michigan Women's Com-
mission to represent Malt occups-
nonal categories including both
female- and malodommated occu-
pations. Included were parrs of urn-
ilia professions with different sex
profiles The choices were revealing
Women rated being an elementary
school teacher at 76 on a scale of 0
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to 100, where 100 was the most deur.
able They rated high school physics
teacher at 69, although physics
teachers are in greater demand and
usually command better salaries than
elementary school teachers

Women ranked a career as an elec
trot al engineer significantly less
desirable than one as a social wakes
Corporate employment offices today
send reausten to campuses to recruit
engineers, while social workers an%
find robs anywhere. Salaries depend
on supply and demand as well as
training,

Avoiding Math

Women pay a high price for having
been socialized to believe that "girls
aren't good in math " In most high
schools, mathematics enrollment
drops by half after Algebra I, limit -
umg high-technology career options
for both males and females The drop
is much sharper for female than for
male students, however, according to
the Project on Equal Education
Rights, funded by the National
Organization for Women

In Ann Arborone of the top
school districts in Michigan, when
students take more math than in most
school systems-85 percent of the
boys and 77 percent of the girls take
math in eleventh grade By twelfth
grade, however, the figure drops to
only 55 percent of the boys and just
37 patent of the girls. Thu decline
means that only a little over ono
third of the female students from this
college-prepatatorronented school
district have the background needed
to enter a scientific field in college

Only 4 percent of engineers in the
U.S in 1981 were women, accord-
ing to the Bureau of Labor Sta
However, this proportion was up from
1 percent a decade other, In 1981

women made up 22 percent of those
employed in the life and physical sci-
ences, a jump from 8 patent in 1971
While the proportions of women are
increasing in the occupations that
command higher salanes but require
math proficiency, women still have
a long way to go to achieve panty
with men For the income gap to
close, it u essential that girls take all
the math they can in high school

Women at the Top ...
and at the Bottom

Only a fraction of women today earn
the high salanes of top business man-
ager, The upper ranks of corpora-
tions, universities, the media, and
other large organizations include few
women One reason is that women
over age 45, who might otherwise
qualify, were not encouraged, or even
al:owed. to enter the schools that
would have prepared than for such
posts A generation ago, the Class of
1957 at two top business schools, the
Amos Tuck School at Dartmouth and
the Harvard Business School, had no
women graduates

Today that has changed Dian m-
onition has given way to a surge of
young women in higher professional
education. The Class of 1982 at the
Harvard Bunry School included
168 women, and the Amos Tuck
School graduated 36 In 1957 only 2
percent of the students at the
Georgetown University Law Center
were women, today the proportion is
40 percent The baby -boom genera-
tion's women, emerging from
such schools, ye already become a
force in middle management Even-
tually was am should appear at the
top as well According to the Bureau
of Labor Stadium, 14 percent of law-
yen and judges were women in 1981,
up from 9 percent a decade earlier
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"Nearly half of American women say they want to move in andout of the labor force, finding It ideal to
stay at home with their small children, and combining work with family life later on."
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The management pipelines are
filling with women, ands they move
through they will pull women's medi-
an salaries upward. On the other
hand, poverty has become dopro
poetionately female, and this trend
pulls the median down. One-third of
families heat d by a woman with no
husband present to 1980 were below
the poverty level, according to cen.
sus figures The median household
inCOM in 1979 foe a dual-income
family was over $26,000 For a female
householder without a husband ores-
ent, the median was less than
$10.000-38 percent of that of the
two-income couple

America's underclass includes girls
who get pregnant while still in their
teens, young women who marry
before completing school and drop
out, and women who marry expect-
ing to be supported by their husbands
but then divorce, to find themselves
with young children and inadequate
support from the ex-husband The
low incomes of these women are

..nother reason why women's salaries
in general average so much less
than men's

The 1980 U.S but was up 3
percent from the year before among
all women, according to the Nation-
al Center for Health Statistics, but
among unmamed women it was up
11 percent Births to those still
counted as children themselvesgirls
under age 15rose 8 percent For
teenage ph, early sexual activity
and failure to practice birth control
can have a lifetime of economic
consequences.

Opposing Forces

Opposing forces rug at women's 59-
cent dollar The pp between men's
and women's wages will shrink fur-
ther, but tr is not likely to disappear
Some trends work to close the gap,
others widen it Upwardly mobile
young women, with a college edu
cation and career ambitions, could
become a powerful force pushing up
worsens median wages And wages

will rise as more women select high
er-paying occupationstelephone
lineman instead of telephone opera-
tor, mom:- rather than elementary
school teacher

But pis who have ibeirfillt child
as a teenager outside mamage, who
drop out of school, or who divorce
without nab skills or sufficient sup-
port for their children will find it
impossible to compete for nabs

Finally, there is the matter of
choice Women who drop out of the
labor force while their children are
young cannot expect to mum to jobs
thar command wages competitive
with men's unless they invest in
upgrading their skills Even then, it
is hard to make up for lost expen-
ence Nearly half of American worn-
en say they want to move in and out
of the labor force, finding it ideal to
stay at home with their small chil-
dren, and combining wok with farm
ily life later on. Men have nor been
able ro make this choice But that
may be charging coo
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Working-Women. Households
For marketers, the working wom-
an and particularly the working
wifeis somebody special Well over
half of all wives are now employed,
compared to only one out of four 40
years ago. The dimension of this shift
and Its abruptness have meant pro-
found differences not only in the
buying power of the overage ha x-
hold but in the goods that co Into
the typical market basket

Tnday's working women are an
entirely aircrew breed from ,ester -
day's modest 1., educated, single,
female workers from poor families
The working women or the 1980s cut
across the social spectrum and, in
fact, tend to be a notch above aver-
age The more schooling she has, the
mote likely it is that a woman will
be in the labor forte

Since the majority of today's
employed women are married, the
sharp increase in their number has
contributed appreciably to rapid
growth in household earnings in the
past decade, for example, the num
ben of households with earnings of
$35,000 or more (in constant 1980

dollars) grew twice as fast as the
nation's total households

Ir years ahead, the proportion
of women working will continue to
increase, but more slowly than in the
past. simply because to many women
are already in the labor force Still.
the economic importance of women
will continue to grow as they move
into more responsible and rewarding
work

Marketers need data not only about
the characteristics of women work-
ersstatistics that are generally
availablebut also about the char-
acteristics of hou,eholds that include
a working wife Such information has
been extremely hard to find

The data tape of the Census
Bureau's Current Population Sun ey.
conducted in March 1982, contains
detailed information on the charac-
tenstics of households in which the
wife works The accompanying table
shows the prevalence of working
wives and the proportion of income
which accrues to their households,
according to the age of the household
head The table is the result of cross-

tabulations by the Consumer
Research Center

Last year some 26 5 million, or
53 5 percent. of all husband-wife
households included a 'waking wife
The incomes of such households
totaled an estimated $850 billion
more than 60 percent of the t. 'al
income of husband-wife families The
incidence of working wives runs well
above average in households headed
by persons under age 55 The anti-
&nee of such families drops abruptly
over age 55

Husband -wok families in the broad
age class 40 too50 represent the most
promising segment of the market
While this group accounts for some
36 percent of all husband-wife farm-
lies, they have at their disposal 44
percent of the total ins ^me

Nose Every w e. month American Demo-
ergalica innents wren elemorahhic meson
demur ColISION'T wit we MX tome in troth-
nonal psiblicabons `he Consumer Research
C mu, has ailloonal wv, dasa amiable on
was( For fetcher inforoman WI* Falun
Leaden Eynon Director Consigner Research
Censer At Latierettte Beard 845 Med Ave
Neu York NA 10022

Workbag Wife Households by Age of Household Heed, 1982
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Wives Who Earn
M_oreThan

Their
Husbands

The American arketplace is china-
mg because the American family is
changing. Tacky, 6 million wives earn
more than their husbands And the
number has grown rapidly

Are these women the high-earning
female superstars the media likes to
describe, or are there other (MOM at
work' While about one-third of wives
who outeam their husbands have
more education than their husbands,
and one-third work as managers or
professionals. nearly two-thirds do
not have college degrees

In dual-earner couples in which
the wife earned more than the
husband in 1981, over half of
husbands worked less than full-time
While some of these husbands were

Suzanne M Bianchi is a demographer
toth the Census Buwau's Center for
Demographic Studies This article is

based on her study of the same vile pi
bated earlier this year in the Census
Bureau

July 1984

today's mothers of children under age
sun are in the labor force, compared
with 12 percent in 1950 *

Not only are women more likely
to be in the labor force, but they are
also increasingly likely to be year-
round, full-time workers In 1981, a
little over oneciu of wives
worked year - round, full-time, up
from 15 percent in 1961 But while
retied, ill, disabled, or temporarily
laid off, a significant proportion
worked pus time simply because they
wanted to

Such trends reflect the changing
status of women In the past 35 years
the participation of married women
in the labor force has been growing
steadily, from 20 percent in 1947 to
51 percent in 1981 Especially rapid
has been the increase among young'.
women, even those with home and
childrearmg responsibilities Half of

So Hon Women Hon C hanged." M
potn and Suzanne M Dunkin American
Demographics Ma. 'gni pp M-25
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participation rates for wives have
been rising since the end of World
War II, husbands' rates have de-
creased, from 93 to 81 percent Early
retirement accounts for at least part
of the dectise

Wives, on average, earn only 40
percent as much as their husbands.
but 59 percent as much when they
are full-time, year-round workers It
is still atypical when the wife is the
maim contributor to family income
But the number of families relying
solely on the husband's earnings has
declined dramatically

As wives have increased their labor
force participation, the amount of
income they contribute to their fam
does has grown in importance Among
white families, the earnings of wives
increased from 12 to 18 peter-- -
family earnings between 1959 a td
1978 Among black families, the in-
crease was from 17 to 28 percent

The earnings of a wife who would
not usually work outside the home
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Manisa Couple Households by Bernie Type. 1974 and 1981
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may becomemcessery durinecertain
stages is a family% life cycle, such as
In establishing new household,
sending children to college, or pro-
viding makings Into the retirement
years. Influenced by family economic
constraints, such a wifeh participation
in the labor force is often secondary.

Por rowing number of couples.
however, a wilet Mains are an es-
sential component of a family's
well-being for extended periods of
time. Even when the wife earns much
km than her husband, her contribu-
tion may be necessary in order to
pay the mortgage and maintain the

couples standard of living. As more
women complete college and graduate
training, more view labor force par-
ildPation in the same way that men
doas a lifelong commitment

Primary Earners

Of the 49 million wives in the U S
in 1981,5 9 million, or 12 nrcent,
earned more than their husbands. Of
these wives, 1 9 million, or 4 percent,
were the only providers for their
families. Auother 4 million, or 8
percent, had husbands who also were
earners, but who earned less than
they did.

The proportion of wives who are
pr mary earners has increased In
19"14, a year comparable to 1981
because the U S economy was also in
a recession, only 4 million wives, or 9
percent, out-earned their husbands.
Three percent were married to hus-
bands who had no earnings.

In 1981, the husbendh earnings
were primary in 21.8 million or 45
percent of all couples For every
dual-earner couple In which the wife
was the primary center in 1981, due,
we7e approximately 5 4 couples in
which the humbandt earnings equaled
or surpassed the wifeb. In 1974,
husbands who were primary earners
outnumbered wives who were pri-
mary earners in 7 to 1.

In the majority of dual
couples, the wife brought home lees
than half what her hothead did in
1981. But wives earned more than
their husbands in 16 percent (Adis!.
miner couples, end du same as their
husbands in another 2 percent of
couples. Six percent or 1.6 million
wives earned twice what their
husbands earned. Nearly 40 percent
of the 4 million wives who are the
couple's primary earner fell into this
meson

Between 1974 and 1981, the per-
cent of family earnings contributed
by the wife increased from 17 to 21
percent as more wives entered the
labor force. Among dual
couples in which the husbands earn -
cop were primary, wives contributed
almost a quarter of family earnings
in both years. Primary earner wives
provided about 60 percent of their
families' earnings.

Perhaps the most drusetic change
between 1974 and 1981 was the de-
dine in the number dcoupies retying
on only a hustandt cambia In 1981.
30 percent or 14.5 million U

American Demogra &Ica
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"As more women complete college and graduate training, more view' labor force
participation in the same way that men doas a lifelong commitment."

couples fit the traditionsl pattern in
which the wife concen on
housework and childcare and the
husband on market work Seven years
earlier, 39 percent or 17 9 million
couples had fit this pattern

Only during the last 15 years has
the traditional husband-wife family
become less common than the
multiple-earner (sadly' In 1967. foe
Se first time, husbands were the sole

family tenet in less than 50 percent
of all couple.

Among the Elderly

In 1981, 6.8 million couples, or 14
percent of all couples, had no earn-
inp. Most of these couples were eld-
erly. The husband was retired in 75
percent of themes, and el or disabled
in an additional 21 percent

A high proportion of couples in
which otth the wife had earnings
were also ado:v. Husbands in these
couples had me dual age of 62. and
their wives median of 56 years
Although 45 percent of the husbands
were retired, and 42 percent were not
working because of illness or dis-
ability, their wives were still in the
paid labor force.

This is a fairly common phase for
dual-earner couples. The economic
role the wife plays during the hus-
band's early retirement yeses greatly
enhances their financial well -being
As she brings home additional in-
come, the couple can make decisions
about how they will spend their re-
tirement years, whether they will
relocate, etc In Social Security and
pension benefits, these added years
of employment will also be crucial to
theft:01101NC future of the wifewho
will most often survive her husband
and spend several years living alone
following her husbandt death

Dual-earning couples, like couples

July 1984
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in which the husband as the sole
tomer, we much younger, on average,
than the nonearnang couples or the
couples supported by only the wife
Dual-earner couples are also some-
what younger than traditional couples
In which only the husband works for
pa:. This trend tedects the more rapid
increase in labor force participation
among younger women in resent
years Medan ages are quite similar
for the two types of dual-earner

couples. Wive.' median age was 36
years. while for primary earning
husbands it was 39 and for secondary
earners it was 40

Given the relatively old ages of
couples who are noneatners or of
couples in which only the wife is in
the paid labor force, it is not surprio
ing that few have children present. In
1981, SS percent of wives who were
the primary earner had no children
in the household, compared with 40



percent of waves who were secondary
earners and 43 percent of wives who
were not in the Rid labor force. Only
20 percent of wives who were primary
earners had preschoolers, however,
as compared to 26 permit of wives
who were wonder, earners and 31
percent of wives who were not work-
ing for pay

Supermen

Some of the 4 million wives who
earned more than their husbands in
1981 will earn more than their
spouses throughout their working
lives, but it is difficult to my how
ninny. Given the relatively high levels
of tinencloement in 1981, dam Wi-
ned in that year may not represent
normal labor force participation and
earnings To the extent that wives are
able to increase their labor force par-
ticipation to compensate for hus-
band% unemployment, wives' canny
contribution to the family may have
been higher dim normal in 1981
Estimates of the number of couples
in which a wife% earnings exceed her
husband% may also be higher during
a recession than during an upturn in
the economy.

Nevertheless, a reasonable estimate
of the number dames who consist-
ently °venni their husbands can be
obtained from the number of wives
who earned more than their husbands
who were anployed through-
out 1981 About 195 minion wives
earned more than their husbands who
were full-time, year -round workers
This statistic suggests that as many as
half of the wives who outperformed
their husbands in 1981 might do so
on sustained basis

Because most women earn less
than men, and fewer women don
men obtain graduate or professional
degrees or secure a high-paying job,

521

wives whose lifetime earnings exceed
those of their husbands are truly
exceptional

Primary wage earners are the most
highly educated group of married
women. Of wives who earned more
than their husbands in 1981,38 per-
cent had also completed more yews
of schooling. Only one-quarter of
wives without earnings or wives
whose earnings are secondary to their
husbands had more education than
their husbands

Wives who do not work fot pay
are the least educated married women,
in part reflecting the fact that they
are older, and grew up before it was
so common for women to attend
college. Fully 75 percent of non-
working win... in 198' had not gone
beyond high school, compared with
65 percent of secondary earners and
59 percent of primary earners in
dcaLearner couples. While 13 percent
of wives who outearned their hus-
bands had completed four years of
college, only 8 percent of nomarning
wives, and 11 percent of secondary
earners had college degrees Ten per-
cent of wives who earned more than
their husbands had some graduate or
professional training, compared with
only 3 percent of nonearnen and 6
percent of secondary earners

Of wives who were primary earn-
ers, 36 percent were professionals or
managers But if the husband of a
primary earning wife was a full-time,
year-round worker in 1981, she was
even more likely to hold such a high-
powered position: 44 percent of these
wives were professionals or managers,
compared with only one-quarter of
wives who were secondary earners
Wives who earn less than their
husbands more often are employed an
sales, clerical, or service jobs 61
percent worked in those occupations,

as opposed to 47 percent of wives
who earned more than their husbanis

Wives who are primary earners
have much stronger attachment to
the labor force than wives who are
secondary earners. While only 40
percent of wives whose earnings were
secondary worked full-time in 1981,
74 percent of wives whose earnings
exceeded those of their husbands
worked full-time, year-round More
than twice as many secondary earners
spent some weeks out of do labor
force or unemployed than did
primary earners-52 percent versus
22 percent.

Of wives who held part-time Jobs
during 1981,64 percent of secondary
earners were working part time be-
cause they wanted to, while only 40
percent of primary earners voluntarily
worked part time The same propor-
tion of both group (9 percent) re-
ported that they were working
part-nme because that was all the
work they could find.

Wives who brought home the
larger paycheck in a dual
marriage worked a median of 2,080
hours in 1961 for a median into.. t
of $13,000 W. whose timings
were secondary ro their husbands,
however, earned less than half that a
median of 56.300 for 1,560 hours of
work Because primary-taming wives
are more firmly attached to the labor
force and have higher educational
Ittschmenr and occupational status,
it is not surprising that their earnings
are more than twice those of MOOR-
der/warning wives

The implicit wage rate, calculated
by dividing mean annual earnings
by mean hours worked per year,
was $7 55 per hour for primary
earners, versus We $5 50 for secon-
dary earners in 1981 If secondary
earners had worked as many hours

5
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per year as primary earners In 1981,
about $3,000 of the $7400 earnings
pp between the two groups would
have been closed

Mani Work

,ver half of the husbands who were
secondary family earners in 1981
worked either pot-time or only In
of the year This was true of only
about one-fourth of husbands whose
wives were not tn the paid labor force
Less than one-fifth of husbands who
were primary earners in dual-earner
couples worked less than full-time
throughout 1981

Secondary-earner husbands were
more likely than either the primary
or sole male earners to have spent
some weeks unemployed or out of
the labor force entirely. 49 percent
of secondary earners were out of work
for some time in 1981. compared to
17 percent of primary earners and
24 percent of sole earners

The labor force characteristics of
husbands who are secondary earners
are similar to those of wive who are
secondary earners One important
exception Is that husbands who are
secondary earners in 1981 were much
more likely to have sought work and
to have been involuntarily under-
employed than secondary-earner
wives Among secondary-earner
husbands who worked only during
part of 1981.62 percent looked for
employment or were on layoff By
contrast, only 30 percent of secondary-
earner wives who worked part year
looked for work or were on layoff
during the year

Did these husbands who were sec-
ondary earners work less Man other
husbands during 1981 because they
were constrained by poor xonornic
conditions, or because they were
under less economic pressure given

July 1984
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"Wives whose lifetime earninp exceed those of their
husbonde are truly exteptional."
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the earnings of their wives! This is a
key question because its answer may
suggest how family roles Or the/sing
The answer is milted. Around 30
percent of husbands who were sec-
ondary earners worked part-time in
1981 because they wanted to This
figure is more than twice that for
husbands who were primary earners
in dual-earner couples Fully 70 per-
cent of seconder/ earners worked part
time for involuntary or penally in-
voluntary reasons, however, suggest-
ing that in some families wives are
the primary means of support because
the husbands cannot be

In 1981, husbands who were
primary earners in dual-earner
couples worked a median of 2,080
hours for a median annual wage of
$20.000 Husbands whose wives did
not work outside the home earned a
median of $19,000 for the same
number of hours Secondary earner
husbands, on the other hand, received
only a median of $7,000 for 1.920
hours of work

Husbands' implicir wage rate
ranged from $1076 per hour for
silt earners to $509 for secondary
earners Male primary earners in



dual families received an
average of $1014 per hour Com-
pering these rates with moment,
men who are primary earners make
much more than primary-eorner
women, but women who are second-
ary earners earn more data secondary-
earner husbands.

Printery and salesman husbands
weft much more likely to be 6A-time,
year-round workers in 1981 than
were secoadary earner husbands
When analysis is restricted to

year Bard workers, the
median earnings of husbands who
were secondary earners ($10.600)
were still only about half as much as
for primary ($21.000) wad sale earner
husbands ($22.000)

Husband' in secondary-earner roles
may be lees pressured to earn high
incomes and may be able to spend
more time looking for work when
they are unemployed than husbands
who're primary canners. If husbands
trade market work for leisure or
notunarket work as their wives' labor
force participation and earnings in-
cram, one would expect husbands
whose wives have relatively high
turnings to be leas attached to the
labor force than those whose wives
do not work outside the home, work
only an time, or work full-time but
have low tunings

But this is not the case. Husbands'
annual hours of labor market work
do not drop off as wives' earnings
increase, nor do the percentage of
husbands working port year or part-
time increase. In fact, husbands
whose wives have relatively low
earnings are the most likely to work
only part of the year, and those
whose wives are not employed are
least likely to look for work if they
too are unemployed.

Dessogroplide Differences

In 1981, black couples were more
likely than were either white or His-
panic couples to have the wife in
primary earning roleeither as a.
corner or the higher-earning spou
ins dual-coma couple In 20 percent
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of black couples, compared with 11
percent of white couples and 10 per-
cent of Hispanic comies, the wife no
the primary earner

Black couples have also had the
largest increase in the proportion with

wife in the primary earner role from
14 to 20 percent for bloc' between
1974 and 1981. The six-po centoge-
point increase for blacks comperes
with a 3 percentage point gain for
whites and no change for Hispanics.

Historically, black wives have had
higher rates of labor force porticips-
tion than white wives, although these
differences have narrowed in recent
years as white wives have joined the
labor force at greater rates than black
wives Black men have faced serious
employment barriers and low earn-
mix, so black couples are least likely
to fit the traditional pattern in which
the husband works for pay while the
wife is not employed.

Hispanic couples are most likely
to fit the traditional NUM, reflecting
their higher fertility and the greater
concentration of Hispanic wives in
childreanng roles Among blacks and
Hispanics as among whites, however,
the most common arrangement
todayaccounting for orate 50 per-
cent of all couplesis the dual-earner
couple in which the husband is the
primary earner

Dualeamer couples in which the
husband is the primary earner have
the highest incomes In 1981, such
families had median income of
$30,112 and only 3 percent were
below the poverty level Next to
couples without any earnings, those
that rely on only the wife's earnings
are the worst off The median income
for such families in 1981 was
$17,122, and 10 percent lived in
poverty

Meehan family income of dual-
earning couples with the wife as pri-
mary earner ($23,547) was slightly
higher than for couples who relied
solely on the husband's earnings
($22,800) But 9 percent of couples
in which only the husband worked
for pay were below the poverty level,
as compared with 6 percent of
families in which the wife was the
primary earner

Wives who outesrn their husbands

are better educated, in higher status
jobs, and more firmly attached to the
labor force than are wives who earn
the same as or less than their hus-
bands But, contrary to the popular
mime, they are not all high-eaming.
professionally trained superstore.

If to be a superstar wife means to
have managerial or professional
occupation and to earn more than
husband who is employed full-time,
year round, then only about 860,000
wives qualified as superstars in
1981 enough to make headlines and
capture the attention of advertisers,
but not nearly enough to change the
economy Superstars comprise only
15 percent of the 6 million wives who
earned more than their husbands, and
a mere 1.8 percent of all couples
More common (and dussiess alluring
to the public eye) are the wives who
work at a nonprofessional job to
provide primary support to their
families because their husbands have
employment problems.

Marital Strains

Do the superior earnings of a wife
put a strain on the marital relation-
ship! Findings have been mixed. If
the husband remains unemployed or
underemployed for longer .ban the
couple expects, and the wifet commits
are inadequate to support the family.
or if both expect the husband to be
the primary breadwinner but he does
not fill that role, problems may well
occur On the other hand, if husbands
and wives have chosen similar occu-
pations, received the same amount
of education, and have no strong
preferences about which one should
earn more, there is no particular rte-
son to believe those marriages in
which the wife earns more will be
leas stable

Many couples are successful in
adjusting to the wife as primary
tanner, although there are as yet no
statistics that measure this relatively
new type of arrangement As women
continue to pin in education -.nd
employment. and their wages catch
up to men's, wives may someday be
nearly as likely as husbands to earn
the highest income of the two That
will surely change how we think of
the American family

American Demographics
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Marriage and motherhood no longer
hold center stage in the daily lives o
working women A single statistic
tells why. these women spend a
median of 8.7 hours a day at work
or commuting to work, according to
a 1984 study of working women by
Newsweek magazine Thirty-six
million American women work full-
time outside the home, half of all
women 18 to 64 years old Now that

The Muir was cannomosoned by Newsweek
masatme owl tossolsorteol No Matkessuuto
Amami. InItnneVm mere amartal who mom
ally seenersalose sample of 711uomen henget%
the on of 11 and 65 11.410 A.e regular employ
mere nude the homy. lean 11 Muir weekly

January 1985
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most women, like most men, have
workday that engulfs more than half
their waking hours, family life and
consumer behavior have irrevocably
changed Those eight-plus hours
spent every day at the workplace are
hours that women no longer have
for waiting in doctors' offices or
serving u den mothers. not to
mention going after the dustballs
under the sofa and the grout around
the bathroom tiles

While they put in long hours at
work. Won= also continue to handle
most of the family responsibilities.
Only one-third have hired domestic
help, according to the Newsweek
survey Even for this fortunate
group, the share of household work
performed by outside helpers aver-
ages only 40 percent

Nor do husbands help much In
Newsweek's survey 71 percent of
married women reported doing at
least three-quarters of the house-
work Only 14 percent of husbands
in two-earner families perform as
much as half the housework, and 60
percent do lea than one-quarter

It's no wonder that working
women have fewer children than
women who are not in the labor
force, or that two-earner couples
dine ma more often than single-
earner couples If Kinder and Kuche
have not disappeared entirely, it is
only because of child-care centers,
Chinese carry-out and Cuismarts
Working women are fueling the
boom in catalog shopping, micro-
wave ovens, automatic teller ms-
chines, and other goods and services
the will conserve their most precious
resourcefree time

It's not surprising, either, that
working women have problems bal-
ancing work and home res

Ines Nearly half of those polled by
Newsueek reported difficulty in keep-
ing up with housework, and more
than one-third felt guilty about work
left undone. Half felt they had too
little time for themselves.

For many working women, con-
sumer products help them Juggle
their work and family roles Three-
quarters of Newsweek's respondents
own a front -free refrigerator, 54 per-
cent have a dishwasher, and 40 per-
cent use microwaves and sdf-cleaning
ovens Close behind are food
processors and home exercise equip-
ment. each owned by about one-
thud (31 percent). according to the
Newsweek survey

Working women want even more
in the way of convenience. On their
wish list are home computers (want-
ed by 42 percent). VCRs (33 per-
cent), and microwave ovens (32
percent).

111 SAM PM

Although most high - income women
are professionals and managers,
according to the Newsweek study
most professional women do not
aim even $25.000 a year And while
61 percent of high-income women
are college graduates, 81 percent of
the college graduates in the study are
not in the high-income category.
The reason for these low incomes
mr/ be that fully half of women
professionals are concentrated in
two poorly paying professions.
teaching and nursing. The less tradi-
tional woman's occupation, the
more likely she is to earn a high
income

Even though women's earnings
are low. their mosey is becoming an
increasingly important component
of total household income. Even for
married women, whose earnings are
likely to fall well below their hus-
bands'. it is often the woman's in-
come that makes the difference
between middle-income status and
povertyor that catapults the family
Into affluence

On average, working wives con-
tribute a little over a quarter of total
family earnings, according to Fabian
Linden, director of the Conference
Board's Consumer Research Center
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A

by David E. Bloom

arias the pat 30 yens, women
have dramatically changed the
American labor force By 1986,
nearly 52 million women were

working. about 200 percent more
than at the end of World War II In
contrast, the number of men in the
labor force increased by only 50
percent. The rime in the number of

David Blown u an associate professor
of ownomacs at Harvard University and
a contributing duo. of American
DemocePhice.

N

0
working women is probably the
single most imminent change that
has ever taken place in the American
labor market In the next two dec-
ades, the workplace will have to
adjust.

Between 1948 and 1985, women's
share of the labor force grew from
29 to 45 percent as women's labor
force participation rate jumped from
33 to 55 percent Although the labor
force participation rate for women is
still below that for men, the rate for
men has been decliningit was 87
percent in 1948 and 77 percent in

533

D

I/

1985suggesting a ong-term con-
vergence in the putuvation rates for
men and women.

The rising labor force participation
rates for women are the result of a
complex set of factors. First, many
of the women who took jobs in
record numbers to as labor short-
ages during World War 11especially
married women wanting no more
childrenremained on the job. These
women contributed importantly to
the increasing social acceptability of
the working woman

A second critical factor was the

American Demographics



widespread use in the early 1960s of
the contraceptive pill. Effective con-
traception freed women from child-
beating and pee them (and their
husbands) the opportunity and the
responsibility of deciding whether
and when to have children This
new-found freedom ltd nary women
to postpone childbearing and to
continue their educations With
marriage rates declining and divorce
fetes increasing many women realised
that they needed economic inde-
pendence.

A third factor pushing women into
the workplace was the economic
problems faced by the baby boomers
when they went to work. itirluduig
their relatively low wages and high
unemployment rates. Having two
incomes, especially during a period
of sharply rising prices, became
especially important to ensure a
middle-class steadied of living

Not all types of women went to
work in equal proportions The labor
force participation rates of married
women with no children st home
row from 30 to 48 percent between
1950 and 1985, while married
women with children aged 6 to 17
more than doubled thew partici-
pation, from 28 to 66 percent But
these Increases pale in comparison to
the more than quadrupling of the
labor force participation rates of
married women with children young-
er than age 6; their rates increased
from 12 percent in 1950 to 54
percent in 1985. rising above the
rates for married women with no
children This is because those with-
out children at home are, on average,
older than those with children in the
home.

Septernrier 1986
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Not only have the numbers of
women in the labor force increased,
so have the types of jobs they are
doing. Women were 33 percent of
all goods-producing employees an
1986. up from 23 percent in 1966
Because the mwortuix of the manu-
facturing sector of the economy is
declining, however, these women
comprise only 16 percent of all
working women today, down from
24 percent in 1966 The remaining
84 percent of employed women
work in the service sector In fact,
women are now 51 percent of all
service- producing employees, up
from 41 percent in 1966.*

The growth of the service sector
has been good for working women
because service employment sched-
ules are often more flexible than
those in goods - producing industries
In the early 1950s. only one-fourth
of employed women worked fewer
than 35 hours a week Today, one-
third work fewer than 35 hours s
week. Among the women who work
more than 35 hours a week, however,
the proportion wno work 50 to 52
weeks a yew he increased from 38
percent in the early 1950s to 48
percent in 1986

The occupations of working wo-
men have also been changing, al-
though there is still a lot of occupa-
tional segregation The occupations
most heavily dominated by women
are schoolteachers (74 percent wo-
men in 1986), retail salesworken (69

The seNleineoluents tedeuneo see went.
anuenoction, and wwWwwit Tie rdwn
produang 14114710 art cnmpor seooe d inkla
Wino wholnak and mall cede, frusn
nsurance, and real wad. P.n.... and
Iowa it g , team roan laandmonaa, rec.- alum
farina lace fnm., howl 3hoPs

percent), librarians (e7 percent).
nurses (96 percent), and secretaries
(99 percent) In contrast, occupa-
tions with relatively low proportions
of women are firefighters (1 percent).
construction workers (2 percent),
mechanics (3 percent), police officers
(6 percent). and engineers ( 6
percent).

Despite the persistence of occupa-
tional segrqpnon, women's repre-
sentation in number of occupations
is growing rapidly. including lawyers
(20 percent today, up from 5 percent
in 1970). doctors ( IS percent. up
from 10 percent in 1970). architects
(8 percent, up from 4 percent in
1970), computer scientists (28 Per-
cent, up from 14 percent in 1970),
and college and university teachers
(37 pace up from 29 percent in
1970) In the past ten years, women's
share of full-time members of med-
ical school faculties increased from
12 to 17 percent

Beginning in February 1986,
women workers became a majority
of professional employees in the 1.1 S
To some extent this reflects the
resurgence of schoolteacher hiring as
the children of the baby boom go to
school But it also reflects the growing
number of women entering tradition-
ally male-dominated occupations

One trend these statistics don't
reveal, because they cover only sale-
ned employees, is dies:owing number
of women entrepreneurs In 1960.
women started only one in ten new
businesses, but by 1985, this figure
had risen to one in three By 1995, it
will be one in two A variety of
factors underlie this trend, including
the growing number of two-paycheck
families in which capital for starting

5
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a business is more readily available
and the establishment of federal
equal credit laws that have made it
easier foe women to borrow money
Some women entrepreneurs report
that they started their own business
ro 444:4P4 on -the -lab discrimination
while many others say they started
their own business so they could
have more flexible schedules, making
child are easier

In 1965, only 20 percent of adult
women had at lust some college
education, us 1986, 42 percent do.
The whims women are studying in
school are also changing In 1970,
women received just 10 percent of
?a degrees awarded by the nation's
hamster' schools, far below the 40
percent share they receive now The
number of women entering medical
school increased mor than fivefold,
from 948 in 1969 (9 percent of all
firsryear medical students) to 5,515
in 1985 (34 percent) In general,
only 1 in 20 students enrolled in a
professional school in 1962 was a
woman, one in three is now "Old-
girl" networks are forming among
women today that may have a sig-
nificant impart on business decision-
making tomorrow

One other fact about working
women that deserves attention is
their representation among execu-
tives and managers While 45 percent
of American workers are women, 36
percent of executives, ' -unis.-ators,
and managers are women J 5 to
10 percent of top executive positions
are held by women, and only one
Fortune 500 company has a woman
chief executive officerKatharine
Graham of the Wasl',ngton Post
Company Women - e underrepre-

MIND TO =UK
Women s labor to..e remorstum lus increawdenommalr once 1950 petetcuhriv maims wonten
MO ZS to 14

tx

anted in management, and un-
represented at the top But the
proportion of managers who are
women has been climbing In 1972 it
was only 27 percent In 1979, it was
32 percent, by March 1986, it had
reached 36 percent

1111 11111g88 OAP

The ratio of the median annual
earnings of full-time female workers
to full -time male workers has been
remarkably stable 0% tine It was
061 .n 1960, 0 S9 in 1970, and 0 60
in 1980 There is, however, some
evidence rh at the pattern is beginning
to change By 1984, the ratio was

u

064 Many labor economists expect
this rise to continue, with the ratio
reaching 0 8 by the turn of the
century

The growing number of working
women has important implications
for amity income In 1981, the
earnings of women working part-
r me represented about 25 percent
of their families total incomes. for
women working full -time it was
nearly 40 percent Twenty-six per-
cent of families with two earners had
upper-class incomes in 1983, cont-
. Thu vatio hewn/ hreure, 061 and 064
dieing moo 0/ the law 1950, kl,nrn MI6,
all 0 57 in 1971

American Demographics



prod with lust 8 percent of one-
earner families. In 1969, only 14
percent of families with two earners
were in the upper class, suggesting
that the r umber of earners in a
family is now a more important
determinant of Income class than it
used to be The growing importance
of the second earner is undoubtedly
due to the increased educational
attainment and labor force commit-
ment of the second earnersmost of
whom are women. In 18 percent of
dusLeamer named couples, how-
ever, the husband II the second
gamer while the wife is the primary
breadwinner

KU M&
Thirty years ago, the typical woman
graduated from high school, married,
had children, and stayed home with
her family Some women worked,
most out of economic necessity The
career woman was a rarity

Today, chsracteriring the life of a
typical woman is much more dif-
ficult Some women continue to
follow the pattern of the 1950s But
a growing number are going to
college or graduate school, delaying
marriage and childbearing, and em-
barking on careers. Some of the
women who do marry and have
children continue to work part-tine
Others try to raw a family while
working full-time Most of these
women depend on child-care services
and other hired help Few women
leave their lobs and careers perm.-

An upper-clan lomly a &hut, u ere wham
owl utcomeu raw rd.. 225 Wn aimed
iamb Income See 'What a Happening to do
Mad& Clete" Amnon, fleinagrephae,
tannery 1985
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nently, or even for more than a few
years, to rase a famih

Because they are Involved in
careers and mothering, many women
lead exhaualing lives. About one-
third of working women ease their
burden by hiring domestic help The
problems of conbitung work and
family are me de worse because there
are no role rr Mela to follow. Work-
ing mothers ioday are pioneering the
answers to new Questions they can't
ask their mothers and grandmothers
for advice.

In 1959. women aged 25 to 64
spent, on average, 572 hours a year
working for pay, 1,423 hours doing
housework, and 266 hours taking
are of children Work at home plus
work away from home occupied
2,261 hours (or 43 5 hours per
week). In 1983, after nearly a quarter-
century of rising labor force parna-
nation, the average woman aged 25
to 64 spent 929 hours a year working
for pay, 1,252 hours doing house-
work, and 76 hours taking care of
children Work at home and work
away from horn. ok 2,383 hours a
year by 1983 (or 45 8 hours per
week) Women worked more in
1983 than in 1959. at the expense of
their leisure time women have 20
minutes less leisure per day than they
did a quarter century ago

Because leisure is a scant resource
for working women, they stretch it
with time -saving appliances such as
microwave ovens. frost-free refriger-
ators, food processors, and dish-
washers, and by eating out, shopping

Thee Nino are lulu" pan an articaP,
Finks %el ffeuntes in Lawns, Well

Snug " Scum, April 25, 1986 Vol 212 pp
4i9 -161

by catalog, and hiring domestic help
Working women also demand goods
and services that help them organize
their time, such as VCRs, 24-hour
shopping, and automated banking

TM MUUMUU

Many employers are beginning to
experiment with policies that make
it easier for people to work and have
a satisfying gamily life. One option is
flexible scheduling, which includes
flextime and block scheduling. Flex-
time allows an employee to ber'n
work within specified limits in the
morning (e g., 7 a m to 11 a.m ) and
to leave work within specified limits
in the afternoon or evening (e g , 2
p m to 9 p m) Block scheduling
allows an employee to work a regular
number of hours per week, but to do
it in three or four days instead of
five An estimated 12 percent of all
full-time workers were on flexible
work schedules in the early 1980a
(almost 8 million employees), up
from less than 5 percent in 1974

The most important experiment to
date with flexible scheduling was
conducted by the federal government,
which established alternative work
schedules for 325,000 employees for
three years in the late 1970s. Ninety-
three percent of the employees said
that the ability to determine their
own schedules was "somewhat im-
portant" to "very important." 83
percent of single parents said it was
"very important "

Some em ployers offer their em-
ployees help with child are Between
1978 and 1986, the number of
employers providing child-care bene-
fits increased from under 50 to about
2,000 Despite this large increase,



child-care help is provided by rela-
tively few of the nation's employers
(there are about 6 million employers
m the United States, with needy
44.000 companies employing 100 or
more workers).

The biggest reason that more
companies don't offer help with
child are is that employers see it as
an expensive benefit that will be used
by only a frac, on of their workforce.
In addition, child are at the work-
place may Nit be the best alternative
to employees, and to the extent that
offering child are services encour-
ages childbearing, it may not be
particularly desirable from the em-
ployers' point of view. For medium-
sued and small companies, it may be
difficult to run a child-care service
because of year-to-year fluctuations
m the need for it Nonetheless, most
firms providing or plying for child
are report reduced noes of tardiness.
absenteeism. and turnover among
their employees, and improved em-
ployee satisfaction and productivity

In all likelihood, the growth of
child are as an employee fringe
benefit will be pan and parcel of the
growing use of flexible fringe-benefit
plane. Now that Congress and the
IRS have resolved most times in-
volving the tax status of flexible
benefit plans, which stalled tneir
growth for about a decade. a major
increase in flexible benefits and a
concomitant surge in child care as a
benefit could ()CCU!'

A third set of policies that can
make child are easier for working
women involves employee leaves
Currently, most medium and large
firms provide some form of maternity
leave, although few provide paternity

5 .
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CONSINTED TO MOM
A Imer porenion at woritar wawa soli pm-s ea lad !km M 1955 but oath half at
working emen am work nor-mod. hi -see. up frau WI pew* duet bade

Mmillasamilmwawillabrmillmembrawelewbor ,or,
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leave There is a lot of variation are expenses. Such tax relief is
regarding whether leaves are paid or important given the enormous ex-
unpaid, whether fringe benefits con- penile of child are In-home child
nnue while employees are away from care, for example costs families an
work, and whether employees r c are age of $230 eek, making it
their old job back, or get a com- one of the largest household budget
parable one, when they return to items, cot ;arable to housing and
work, taxes Twenty-two percent of married

Public policymakers are showing women currently not looking for
more interest in making life easier work say that they would work if
for working parents In 1976, the adequate child are were available
federal tax code was amended to Despite the federal government's
permit working parents with a de- unimpressive record to date, future
pendent child to take a tax credit of federal initiative in these areas is
up to $400 for child-care expenses likely A bill was introduced in the
Currently, the tax code allows a tax House of Representatives in early
r-edit of 20 to 30 percent of child- 1986 that would guarantee parents

American Demographics



18 weeks of unpaid leave to are for
a new child

Local governments, too, are start-
ing to get Involved An ordinance
passed by the city of San Francisco

October 1985 requires downtown
office building developers to either
include smut for child-care facilities
In their buildings or to contribute SI
per square foot of office space to a
city fund allots ed for constructing
inner -city child-care facilities In
Massachusetts, an experimental pro-
gram provides low-interest loans of
up to $250,000 to companies that
establish their own dull re centers
Two states (New York and Cab -
forms) actively sponsor child-care
programs for state waiters, and four
states (Arizona, C,abforma, Connect-
icut, and Florida) provide tax bene-
fits to employers that offer child-care
assistance

omen luau
The demographics of labor force
growth will ensure that the labor
market will make way for working
women in the next few decades. For
the past 20 years, the American labor
force grew at a phenomenal pace of 2
percent a year, fueled by the in-
creams number of working women
and the entry of the baby boom into
the abor force The labor force will
grow much more slowly in the
future The participation rates of
women will probably continue to
Me, perhaps reaching 58 to 60
percent by the end of the century.
but the rapid increase in the number
of working women has run its
course In addition, the small baby-
bust generation is now entering the
work force Coupled with continued
early retirement, these trends mean
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that labor force growth may be less
than 0 75 percent a year over the
next 20 years

In many cities (such as New York
and Boston), the labor market is
already tightening, as indicated by
the increased number of "help
wanted" signs in store windows and
the growing number of unskilled sibs
that pay more than the minimum
wage This tightening will pressure
employers to raise wages. The passage
of comparable-worth legislation will
further promote a rise in women's
relative earnings

Tight labor markets will give em-
ployers an incentive to adopt labor
practices that make it easier for
parents to combine work and family
Sweden has already faced what the
U S u facing now, and U S em-
ployers can learn much from the
Swedish experience Since the end of
World War 11, Sweden has had
chronic labor shortages. It has re-
sponded to them by encouraging
women to participate in the labor
force, embarking on a large-scale
effort to ease women's child-care
responsibilities through a network
of government-supported day-care
centers The government has also
legislated a winery of other financial
incentives and legal guarantees de-
signed to make it easier for women
to work and have children These
policies provide for up to nine
months of maternity or paternity
leave (at 90 percent of full pay) with
a guaranteed job on returning to
work, as well as a guarantee that a
parent can receive full-time pay for
working lust sax-hour days until a
child's eighth birthday Although
marriage and birthrates in Sweden
remain low, the labor force partici-

patton rate for women has reached
66 percent, the highest rate among
the industrialized economies

Businesses owned or managed by
women are more likely than those
owned or operated by men to adopt
innovative personnel policies, espe-
cially policies important to women
As women increase their representa-
tion in higher level. of American
business, and as old-girl networks
assume greater importance in organi-
zational power structures, the linger-
ing sexism that makes it difficult for
parent to combine careers and fam-
ilies will subside.

Some industrial psychologists re-
port that women have different
management styles, they are more
participatory, nutturant, and meter-
nalcharactenstics conunor ion-
ated with the Japanese styie of
management Currently, the upper
echelons of American companies me
so heavily dominated by men that it
may be difficult for women to
express their own management styles
But as women enter the upper
echelons. they well add diversity to
American management, a diversity
that can only benefit American
business

Overall, we can expect the in-
creased entry of women into the
labor force to change the American
labor system forever Some women
will be turned off by the stress and
the routine of work and by the dual
demands of work and family But
these women will be the minority
As lobs become more attractive
because of rising wages and inno-
vative personnel practices, the gap
between the labor force participation
rates of men and women will con-
tinue to shrink

,)
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*The Changing Nature Of The American Workforce:

A Challenge To Congress"

The American busineseplace is undergoing dramatic changes. Women

are an important part of these transitions, which are all the more apparent

to me because of the several jobs I hold: as an entrepreneur; as an author

now researching a third book on women entrepreneurs for Macmillan Pub-

lishing; and as resident financial expert of ABC Television' "Home" show.

My cork keeps me in touch with the heartland of America.

Three Major Trends Of The American Workforce

I would like today to spotlight three major trends of the American

workforce. They represent substantial changes and women are a pivotal

factor in all three of them. I will briefly call these developments to

your attention, point out some of the challenges they present and suggest

some of the ways in which Congress can provide important assistance.

A. Brain Drain

The first and most important trend is tte brain drain of women from

the traditional male-dominated corporate arena. The cream of women exec-

utives are leaving the larger corporate structures and opting to start

businesses of their own.

Reasons For Brain Drain:

1. There are two reasons for the brain drain The higher up a woman

moves in the business hierarchy the more sex discrimination she is likely

to encounter. I know. I've been there. In the late 1970's I was the first
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and only woman officer in the history of a 100-year-old blue chip multi-

national. I learned firsthand what it is like to reach the crystal

ceiling -- the ceiling tte male establishment denies exists -- the point

at which a woman will not be promoted no matter how well she performs. I

perceive no improvement today of this tacit discrimination against women.

Women refuse to be so easily dead-ended in their careers. They realize

that not one single major corporation is grooming a woman to be the CEO.

They realize that not one single woman is among the power brokers it the

financial community. They realize there still is no ladles' room at the

New York Stock Exchange.

Woman realize they must move into another milieu away from the Old Boy

Network which has so successfully excluded them. They've figured out that

if they want to be President they're going to have to own the business

themselves. Hence, the exodus from corporate life into entrepreneurship.

Not only can women make as much or more money on their own, they can be

in control of their lives.

2. This brings me to the second factor that makes entrepreneurship so

attractive to women. We carry the lion's share of the responsibility for

our husbands and children. The regimented nine-to-five of the male corpo-

rate Structure was designed for men who had wives. Well, women don't have

wives. They are the wives.

The only way a woman can "have it all," as. men do, is to take charge

of her destiny. She has discovered that if she's the boss she gets to

write the rules. New rules. She can design her schedule around her

family's needs. She can delegate to her assistants when Johnny is sick.

r ,
4
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When she likes she can take the office to the nursery or the nursery to the

office. She can do this without missing a beat or losing one iota of her

professionalism.

So what we're seeing is this extremely capable segment of our work-

force abandoning the corporate halls and creating what is now the most

exciting and vilarant part of our economy:
new businesses that create new

jobs for our workforce.

We're only at the beginning of what is becoming a groundswell. You'd

be surprised how many women executives still in corporations are harboring

dreams of escape. They keep their jobs for the short term as they secretly

build the framework for their future long term enterprises. They plan to

escape the confinements of being second class citizens in a man's world

and create brave new worlds of their own.

Effects Of_BrainDrain:

1. We should focus on two important ramifications of this change in the

ma-ketplace. One, the exodus of senior women is depriving traditional

American business of an important source of fresh insight and ideas. Much

of corporate America is in dire straits right now and can ill afford so

crippling a brain drain. I would, therefore, suggest that Congress vigor-

ously encourage corporate America to promote its talented capable women.

As it &tends now, the outlook for women in the 1990's in corporate

America is far bleaker than it was in the 1970'm. To be blunt, many

corporations have already hired their token woman -- who may have left in

frustration -- and now the corporation feels under no pressure to replace

her. The attitude is, "We had one and she didn't work out, so you can't

say we haven't tried."
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2. There is another interesting ramification of the exit of women from

male-dominated corporate America that is more profound. Not only are

women's ideas lost. so is the impact of their management style. Women's

management style is far more appropriate to the social realities and

economic contingencies of today. It is more open, subject to give and

take, responsive to the attitudes and insights of their subordinates.

Moreover, women managers tend to inspire more loyalty and have earned a

reputation among their male superiors for being more loyal than their mile

counterparts.

Transfer this management style to the unique advantages of entre-

preneurship and you have an interesting combination. As you know, one of

the key strengths of privately held business is that it has the privilege

of thinking long term. Such a business is not at the mercy of investors

who think only short term and are preoccupied solely with the price of the

stock and the diidends which will be paid next quarter. Since an entre-

preneur must answer to no outside interest she can plan for the long term.

Therein lies much of her business's future strength.

To summarize, tr have a new management style that inspires job satis-

faction and loyalty in a setting where long term view is possible.

Women entrepreneurs can provide a fresh new work environment which might

compare favorably with the much touted Japanese style. The style of women

entrepreneurs is much more in keeping with the trends of the 1990's than

is the more rigid and increasingly outmoded approach of our traditional,

but beleaguered American businesses.

Z5
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What Congress Can Do:

What is the major challenge facing these women? Money. Women entre-

preneurs typically have more difficulty than their male counterparts in

raising capital. Banks routinely discriminate against women. American

bankers simply have not kept up with the changing nature of the workforce

and very few of them recognize what an important market is emerging in

women-owned businesses.

We really need help and you can provide it. The solution is very

simple. You in Congress must help us open the eyes of the banking commu-

nity to this major economic trend of the 1990's. You must encourage them

to give women a break. You can mandate incentives to encourage banks to

stop discriminating against women-owned businesses.

B. Middle Management Outplacement

The second trend I would like to call to your attention is a result of

the takeover mania that currently possesses corporate America. Were
seeing an extraordinary consolidation of major companies as they take turns

swallowing each other up. The mergers have a direct result on the workforce

because they eliminate jobs. Combined companies have redundant jobs. For

instance, how many accounting and personnel departments does a single busi-

ness need? Mergers result in a massive outplacement of middle management.

Middle level management is fired or forced intoearly retirement.

Corporate America may not have many jobs for outplaced 50-year-old

managers, but entrepreneurial America surely does. These experienced

managers are a great potential source of assistance for traditionally under-

managed entrepreneurial companies.

54;1-1
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What Congress Can Do:

The challenge here is twofold: first of all, the outplaced managers

need to be educated about the opportunities in a world they know little

about -- small business. And they need to be trained in the lean cost

efficient management style that is indigenous to sm 11 business. Banks

have to take women business owners seriously and fund them as they create

new jobs for what is now an idle reserve of talent.

Once again, Congress can be of great assistance in providing a solution.

We need educational and job placement programs to facilitate the recycling

of these seasoned managers to help the usually understaffed entrepreneur.

And we need incentives that reward banks for funding payrolls expanded to

include otherwise unproductive members of the displaced management community.

C. Women Returning To The Workforce

The final trend I would like to bring to your attention is the entry of

housewives to the workforce and the return of women who took time out of

the formal work place to raise children. Traditionally, these woman would

have worked at lower levels in corporate America; but as entrepreneurism

increases they are starting small businesses, frequently selling the skills

they learned in the home. They sell their housewifery skills, their cooking

skills, their child care skills. Usually these businesses are started

with very little money -- under $500. And usually they operate from the

home.

Once again, they need assistance. They need to learn more about businesz

about marketing and record keeping. They also need access to small amounts

of capital.

r e",
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What can Congress do to help? Encourage the banks again. Persuade them
to set up departments specifically oriented

to investing in tiny emerging
built . can't think of a better investment.

We need t Jnaerwrite basic business classes to help these women on thei
way.

Thirdly, tax laws should be redesigned
to encourage the small business

person operating from her home. There is no reason why she should be

penalized simply because it is more efficient and co- effective to keep the
business at home.

Finally, simplify the paperwork necessary for the operation of small

businesses that employ only two or three people. Encourage these small
businesses. Many of the greatest success stories in American business
began in the home.

In short, these three trends -- the brain drain of female executives

out of corporate America, the outplacement
of (mostly male) middle managers

from corporate America and the entry of housewives and full time mothers

into entrepreneur at America -- are all challenges which can be met with the
same basic solutions:

Increased knowledge and access to capital.

You in Congress have the power of authorizing various agencies to fill

the educational needs I have brought to your attention and of persuading
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the banks to give women an equal chance. Moreover, you can legislate tax

incentives to help small buei grow into bigger ones.

As has been reported to you in earlier sessions, by 1990 at least half

of all new business startups in this country will have been initiated tr

women. What we need now is to form, consciously, an environment where these

enterprises can flourish, creating new lobs and bringing long term economic

benefits to the American ecommy.
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My name is Beth Wray. I am the President of the National

Federation of Business and Professional Women's Clubs, inc.

(BPW/USA). Mr. Chairman, members of the Committee, I want to

thank you for giving BPW/USA the opportunity to present testimony

to this Committee on issues of great importance to BPW -- women's

business issues. I also want to commend you, Chairman LaFalce,

for once again demonstrating your commitment to a proactive

approach to the needs of America's small businesses. Hearings

such as these provide all of us -- government, private sector,

education, and the non-profit community -- with food for thought

and recommendations for action. Thank you.

BPW is the oldest and largest organization in America

dedicated to the needs of working women. We are 120,000 women

and men from across America. Our members are business people and

professionals and range from corporate vice-presidents to

entrepreneurs who are the business. Since 1919, we have been a

leader in the development of public policy affecting working

women, and we work at all levels -- federal, state and local

government; within our own businesses; and in organizations to

which we belong. BPI sees its role as two fold: promoting

women's role in the workforce and helping business to adapt to

the social and economic climate created by women's changing role.

We are especially sensitive to the needs of small businesses

because one third of our members are employed in or own small

11)
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businesses. Many others serve these small businesses as oankers,

computer specialists, accountants,
telecommunication experts.

Our experiences and our livelihoods give us a unique perspective

on the issues being discussed today. As businesswomen we deal
daily with the impact of the changing labor force and the

changing economy on the bottom line. As women, we know the
personal impact of these changes, and the adaptations we as

individuals need from businesses and our government. And as

citizen lobbyists, we have the unique ability to take and promote

a broader view backed up by research.

=AWING LADOR FORCE

The American labor force is being transformed by the
incorporation of women into the labor force and the increased

percentage of workers who have parental
responsibilities without

someone at home to assume Pull-time family and household

responsibilities. In 1988 women comprised 44.8% of all workers as
compared to 33.4% in 1960. About 40% of the workforce is now

made up of families with both spouses working, with another 6%

being single parents. About 60% of married men who work have

wives working full-or part-time.

The needs of families are going to play an increasingly
larger role in recruitment efforts, benefit plans, and

2
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productivity incentives. Employees, particularly ',to:len, cannot

leave their problems at home as their employers eight prefer

because increasingly there is no one left in 'he home to take

care of family and household needs. By the year 2000 women will

constitute almost half (47.3%) of the working population.

Two-thirds of the 15 million new entrants expected by the

year 1995 will be women. Most of these women will get pregnant

at some point during their work lives, work up until their ninth

month, and return to work after their babies are born. By 1995,

O% of women aged 25 to 44 will be working -- 90% will be

mothers. Two-thirds of all preschool children and 4 out of 5

school-aged children will have working mothers. The productivity

level of the American labor force will depend on business

policies that allow for balancing work and family

responsibilities of these mothers (and fathers who increasingly

share in at least some of the family responsibilities).

TRANSFORMING TNI ECONOMY

Demographic shifts often create new demands on the economy.

Just as the baby boom led to an increase in public schools,

health care services, and the growth of child-related industries

from Gerber, to Mattel, to Walt Disney productions, the

incorporation of women into the labor force has led to dramatic

3
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changes in the climate in which business must operate.

One of the most dramatic consequences of the changing

workforce is the growth in businesses and services that were once
provided by homemakers. For example, people are now buying child

care. Nearly 8 million working women depend on baby sitters,

relatives, pre-school, or day care centers to look after their

Children. Between 1977 and 1985, licensed child care programs

experienced a 72% growth rate in just 8 years, increasing from

slightly over 133,000 to 229,000. Middle income families are
spending from 9% to 11% of their annual income on child care.

(Forking women spend about $11 billion on child care services.

The incorporation of women into the labor force has also

meant that people have become time-poor and are willing to

purchase services and products that compensate for lack of time.

For example, more people are using cleaning services and buying

microwave ovens, frost-free refrigerators, and VCRs to manage
time. People are certainly eating out lot more. In 1960,

consumers spent $16.9 billion dollars eating out as compared to

8126.2 billion dollars in 1985. This was almost as such as they

spent on food consumed in the home ($150.4 billion). While

restaurant use continues to increase (10% between 1982 and 1986),

people are now looking for financially inexpensive ways to eat at

home fueling the growth of home delivery and take-out food

4
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services.

The rhythm of work life means many people can no longer shop

during working hours. About 70% of households have no adult home

to do the shopping, go to the bank, or pick up the dry cleaning.

This means stores will have to change their hours, opening

earlier and closing later. Many people have little time to

shop and less patience to enter stores -- witness the growth in

personal shopping consultants and shopping through catalogues.

Mail order sales brought in $46 billion in 1985 when an estimated

47% of adults shopped by mail (45% men; 53% women). Television

shopping brought is $60.2 malice. By 1995, out-of-store sales

could account for up to one-third of retail sales.

These combined forces have created a climate for Americas

business in which they must adapt or die. For example, let us

look at an Americas tradition -- the Fuller Brush Company. Mere

is a case where both the product and the mode of delivery had to

change. Women now use Vanish and Scrub Free instead of

specialised brushes and elbow grease to clean their homes. And

the Americas mesas is also no longer at home to answer the door

when the Fuller Brush man rings. Fuller Brush adapted. It now

specialises in beauty care brushes and sells them by mail (with a

telephone order system personed by female customer sales

representatives).

5
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SMALL BUSINESS

Small businesses are always the first to adapt to changing

demographic and economic shifts. In recent years they have been
on the cutting edge of the shift in the composition of the US

economy from manufacturing -based to service based industries. By
the year 2000, small business will employ 44% of the American

labor force and produce 40% of the nation's goods and services.
Changing business climate, consumer pool and personnel needs
often force sway small businesses to redefine their market* and
policies. Because of their greater flexibility in responding to
a changing economy employment growth among small buslelikbas

far out-paced large businesses (5.1% compared to .7%).

The smell business commumitv is also changing as growing
number of women decide to start their own businesses rather than

work for others. Konen own an estimated 25% of the nation's small
businesses. The number of women-owned business increased from

1.9 minims in 1977 to 3.3 million in 1983 at twice the annual

rate of growth than men (9.4% annually as compared to 4.3%). At
the same time the member of businesses jointly owned by husbands
and wives increased from 257, 899 to 461,955 (10.2% annually).

If the current trend continues, woman say own half of all smell

businesses by the year 2000.

6
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In 1962, despite significant barriers, women-owned firms

generated receipts of $98.3 billion, 10% of the total of all

small businesses. Business women make a substantial annual

contribution to the tax base in this country paying $37 billion

in federal and $13 billion in state and local taxes.

women -owned businesses are concentrated in the fastest

growing segment of small business community --sales and service,

particularly in export services which are the cutting edge

industries. Almost halt of businesses in retail trade (45%) and

three-quarters of personal services are owned by women. The

three top industry groups accounting for the largest dollar

volume of receipts by women-owned firms in 1982 were: eating and

drinking places; food stores, and personal services. Together

they represent 523,559 firms and over $18 billion in receipts.

Small businesses have traditionally employed greater numbers

of women than large industries. Between 1980 and 1985, 6.9

million new Jobs were created in the female-dominated sectors of

service and sales. By the year 2000 over half of small business

employees will be women. Noma-owned businesses tend to be small,

averaging four employees. These women have many of the same

personnel concerns as men who own small businesses. Their

businesses will suffer if a worker is absent or distracted

because of family responsibilities. But our members tell us that

7
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the best policy under these circumstances is to adapt to meet the

challenges of combining work and family.

One of our members, from Kansas, owned an interior design

business for 11 years. Many of her young designers were having
children. Community child care was inadequate so projects were

interrupted, appointments were missed, and customers were angry.
She purchased building near by and started a child care center.

Stress and absenteeism were reduced. Other designers want to
work for her because of the child care services. Productivity

and business improved.

Another of our menhors in Minnesota owns small catering

business with only 30 employees. Ner supervisor got pregnant and

needed parental leave. She worried that it would be very hard on
her and the rest c° the staff to pitch in and cover the

additional work for that such time. In the sad she concluded it
would be less disruptive and expensive to rearrange schedules
than to hire and train new supervisor.

POLICY IMPLICATIONS

As is clear from this discussion the policy innovations

demanded by the changes we have outlined are as broad and far

reaching as the changes themselves. Not all of these policy

changes are governmental policy changes.

undertaken by the private sector itself.

8
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Economic theory indicates the business community will adapt

to demographic chow* given sufficient time. We know that and

applaud the businesses who are at the cutting edge of that

change. But sometimes American society does not have that much

time. It is under those circumstances this" government needs to

intervene either through provision of information to make change

possible, or funding assistance to alleviate the economic cost of

the change, or sometimes direct intervention to set a standard

below which American society will not fall.

Am we look at the effects of the changes we have described on

American society and her businesses, we see three specific area.

which these hearings should address. The first is the adaptation

of businesses to the family needs of their workers. The second

is the adaptation of businesses to the changing economic climate

created by these demographic changes. The third is the specific

needs of the increasing number of businesses owned by women. In

each case, we believe there are policies which fall into the

areas we have discussed -- those which should most properly be

undertaken by the business itself and which are not the direct

concern of this Committee, those in which government has a role

in providing into and/or start-up funding, and those ia which

government has am abiding interest in seeing that action is taken

and therefore legiclation which calls for a particular result is

properly needed.

9
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FAMILY POLICIES

Like most major social change, the reorientation of the

workplace to women's needs is happening slowly. The deaand for

women workers, however, will mean that businesses will have to

adapt to family needs in order to attract and keep quality

employees mid maintain a high level of productivity.

Isparta say most parents who work aunt piece together 2 or 3

separate arrangements to insure child care for the full working

day. This means that there are many points of the day in which

child care arrangements can fall apart and force parents to

interrupt work. A recent Current Population Survey found that

nearly half a million working women lose time from their jobs

because of problem with day care arrangements. About a third of

all American children between 6 and 13 are home alone for some

tine after school leading to reduced productivity and higher

error and accident rates as employees worry about their children.

Many workers are also worrying about their elderly parents.

Nearly 1 million working women are primary care givers for an

elderly relative. A 1986 study by Travelers Corporation found

that 1 out of S employees over the age of 30 provides some care

to an elderly parent (usually widowed mother), 31% of all

10
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caregivers are employed outside the home. The majority of these

employees are women. Increasingly, companies are becoming

worried about the level of absenteeism and lateness among

employees caring for aged relatives. This problem is only going

to get worse as the population ages.

While working women still assume the main responsibility for

child care, fathers of young children with working mothers are

being faced with increasing child care responsibilities. A recent

study found that while women are more likely to experience job

stress due to work and family conflicts, men with young children

are also reporting increased stress (66% of women and 50% of men

reported stress). Another study found that the stress over

balancing work and family responsibilities is the heaviest

contributor to depression among employees, regardless of gender.

Thus far the majority of businesses in this country have

taken little or no action regarding helping employees balance

work and family needs. There are, however, some impressive pace

setting companies that provide models for how these problems can

be addressed.

arch A Comnanv: This major pharmaceutical company updated

personnel policies once women comprised a third of their

employees. In 1980, Merck invested $100,000 to open a child care

center near their headquarters. They initiated flexitime in

11
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1981, allowing employees to start work at any point from 7:00 am

to 9:30 am. In 1983, parent ,ere allowed to work part-time at

reduced pay but continued benefits. In 1985, counseling programs

were established to help employees cope with the strain of work

and family conflicts. The company offers both men and women

unpaid parental leave for up to 18 months. It is planning to

provide child care resource and referral information for its

employees nationwide. A company study on productivity found

decreases in absenteeism and tardiness as a result of flexible

work schedules.

1984 IBM spent $1 million to establish the first

nationwide corporate service for referring employees to community

Child care. IBM funding has also helped upgrade the quantity and

quality of child care facilities nationwide. A recent ;.n-house

study showed that 30% of employees had some responsibility for an

e lderly relative, leading the company to offer additional

benefits including access to a company-funded network of

community age.1:14is providing consuitation on problems with the

e lderly. referrals to medical services, home-delivery meals and

other serviced. IBM also offers flexible work schedules and a

year of Art-time work for employees returning from up to a year

of unpaid leave. The company is also piloting a referral program

for sick-child cer:.

Campbell soon Company: The company has an on-site child

12
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care facility at its headquarters with room for 123 children six

weeks old to kindergarten age. Campbell subsidizes about 60% of

costs with parents' net fees ranging from $41 /week for a

preschooler to $59 for an infant. It also provides three months

of unpaid parental leave, flexible work scheduling and job

sharing (for those employees not on production-shift work).

Small companies are also experimenting with creative -nips of

providing services to their employees. Small businesses that are

located near each other (such as industrial parks) can pool

resources to run a center on a joint basis. Seven television and

radio stations in the Washington, D.C. area created

Broadcasters' Child Development Center in a local school. Small

businesses can also collaborate with school districts and

community agencies to run before- and after-school programs. The

Houston Committee on Private Sector Initiatives coordinates

funding from 30 companies to enable nonprofit agencies to offer

after-school care in schools, churches, and storefronts.

These private sector initiatives are to be applauded. We believe

that more will occur as time goes on. However, the very paucity

of efforts by businesses points up a specific need for iata and

assistance by the government. In our continuing efforts to

educate businesses and policymakers, we have discovered, as many

of your speakers have that there is almost no research available

outside individual large corporations, on family policies. Host

13
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of the information available on which policies work, which are

cost effective, which boost productivity, white increase

recruitment and retention of workers and which do not is

anecdotal or specific to the corporation doing the study. Yet,

as we have identified, it is in America's self-interest to have

these answers and to use this data to develop effective responses

to today's changing workforce. The need is particularly great

for the small business community. These companies are the ones

which must adapt first and the last to be able to afford the

research that would help them do just that. Therefore, we

propose a study be undertaken under the auspices of this

Committee to determine what America's small businesses are doing

to provide for the family needs of their workers, to document

yolicies which are working, to set up demonstration projects to

test various responses to the needs of employees and provide

quantitative documentation of effectiveness and cost-benefit to

the employer, and to establish the number of workers actually

covered by such enlightened programs.

In addition, we have consistently supported legislation which

will provide for specific results to meet specific needs which

cannot or are not met within the resources of the business

community. We support the Act for Better Child Care which will,

among other actions, help to increase the availability of quality

child care programs to which employers, especially small

employers, can refer their workers. We support the Family and

14
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Medical Leave Act, which will set a floor of support for

America's families to care for newborns or in times of family or

personal illness. We support a study of the compensation of the

federal work force to determine if action is needed to provide

pay equity among workers. We support several efforts in the area

of pension law to ensure that the needs of women workers are

recognized. We thank the members of the Committee who have

joined us in these efforts.

2COMOMIC CLIMATIC

As we have previously discussed, much is happening in this arena

as well. Increasingly, businesses are changing their products

(Proctor and Gamble), changing their method of providing the

product or service (Fuller Brush), or even abandoning old

services and products for new ones which are more needed (Singer

Company). we believe that these adaptations are much needed, and

will assist not only the business to survive, but help each of us

reduce the stress in our own lives.

However, this is another area in which small businesses do not

necessarily have the ability to obtain the needed data and

research on which to base their future actions. As many

commentators have noted, the pace of change will continue to

increase. We do not yet completely understand the full impact of

the changing family and the changing workforce on our economy.

15
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Many questions which directly affect business ;Iractices dnd

business investment remain. As we all know, it is from America's

small businesses that America's large businesses grow. Yet,

today, our small businesses are trying to make ,heir way in a

climate undergoing the most dramatic change since the Industrial

Revolution. And they are trying to make their way without a road

map. Imagine how much more productive they would be, how many

more businesses would survive and how many i re jobs would be

created if they could have access to the sort of planning

projections currently available only to farsighted corporations.

Again, we call for a study to detail the changes in the workforce

and economy which will be caused by the continuing involvement of

women in the workforce, with special attention to the adaptations

small businesses must make. This study should project workforce

changes to the year 2010, dissect and describe specific economic

needs and markets these changes may proauce, and issue

recommendations for adaptation by small businesses. In

combination with the other study we have proposed, this study

will provide small businesses with the kind of help they need to

make it in our dramatically changing economy.

At the current moment, we do not present specific legislative

initiatives to meet these needs.

MONTE BUSINESS OWNERS

16
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Previous testimony before this body has covered -;e11 the needs

and actions of America's most dynamic economic force, women

business owners. Currently, almost all progress by these women

has been through individual or collective private efforts and

"against all odds" to quote Gillian Rudd, President of MAMBO.

Government assistance is needed in two major areas. First,

accurate information must be gathered on women business owners

and accurate information made available to women business owners

about government programs and procurement and contract

procedures. We believe that IMO has proposed an interesting

idea with its *amen Business Owner Federal Initiative, and will

be discussinv this proposal with them at length. Second, we

believe legislation is need -.a in some areas. Our first priority

is legislation to ensure women have equal access to commercial

credit. The right to equal access to personal credit has been

assured since October of 1974. Women deserve no less in their

business dealings. We commend the Chairman for his role in this

legislation, and look forward to working together on this vital

bill.

110111111T

The systematic entry of women into the workforce has created a

revolution in our economy, our businesses and our society as

profound as the changes wrought by the Industrial Revolution.
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Businesses, government and society can respond to these changes

with handwringing, denial and stop gap measures designed only to

meet needs so pressing they cannot be denied. Or they can meet

the future with foresight, a sense of challenge and see these

changes as the opportunity for progress and economic gain they

are. We believe the businesses that survive will be those who

pick the latter route. We are working within the system to forge

that route. We ask your help to provide the data, legislation

and support needed. Thank you.

le
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F O RWOMEN

about women's hard
earned gains on the work

pay and opportumnes for
force m trims of equitable

Are Hamm the bad newt

advancement Now the good
newsa number of industries have
made great strides on the recruit
menu and promotron of tosalefird
tnimen Wohm those industnes
women fare better In some
ompanws than m others Ilse

key question is which indus-
tries and winch companies?

0 answer that quells=
took two venni of Menne!
Among and hundreds of moo
%Kos In May 1965 Wrong
Dusty and Bola Zesty sent lenges
to scores of executore mention 1n_
and professional woman's
groups asking for nominations of
ompanws that excel in thaw treat

meat of women What Dusky and
/ear were looking for was a good
ret ord in the recruitment and ha'
mg 331 women opponumues for
promotion reasonable salary lev-
els a commitment to equality, flex
Militv for parenting needs and a
strong policy on sexual harass-
ment Nearly 200 companies were
nominated in this search. some
-lore than once Each nominated
'unmans was sent a six-page clues-

reprise.; et Auks Zan AI D /UMW
thIM bow tic feignissina bath The Ben
,ainionel en Women ie be 'Wu/ea In

Wee.

An inside look at 52
top companiesas
seen by the women

who work there.

By Lorraine Dusky
and Baila Zeitz

57u

trorinarre--111 companies respond-
ed Dusty and Lent noted those
that mented further investigation
and conducted interviews with

women at all levels flu, asked
Is the company as good as its
reputanon' Or better> Is

there a strongly worded
policy on sexual harass
ment, and is it taken ten
ouslv" What happens to

women who take maserro
ty leave' Are their Jobs

guaranteed' Is there glass
ceding' At what level' Are

men and women living pant
equally'

The final selection of 52
companies was based on
combetairon of bench.. pal
ones and practices along
with the personal experiences

of woman employees, which
earned more weight than the com-
pany Itne The three profiles here
and the 49 others in the book nee
Intl present an overall picture of
what it Is !Meteor yeomen to work for
that particular companyoften in
then own words Their experiences
give an insight two company poll-
cos and corporate culture teat
you will not hear from the director
of human resources or read in the
company literature These profiles
tell voU what to expert when sou
apply for a job at One of 311,3

omparoes well as what mat
tppen of tom are hired
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11111/MMIMIMMI
General Mak Minneapolis, MN

Harchase. NY

Restaurant Interposes Group. home. CA

twBmswa
Herman Mater Zeeland MI

OMALIIMAIN

Main, (Anne) Medical Center

Columbus OH

^trinvame
Cornea Zealand? MA

Lotus Deve/opmou Cambridge. MA

1111COMMAISCATIOINI

AT&T New York. NY
CIE Stamford, CT

Mountain Bell Phoenta AZ
Nord...nem /Sell Teleplume Co

Omaha NE

Southern Mrs England

Telecommuntrationt,
New Haven CT
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B(11 nisi. IIMIM-111(
PA11 /SS( AsIlnAys

%milt .111111; ml..ni thr 1.1 O I
nit y lot wono o tin tab di n n 14411 to
make not hi got it ...iglu I in rt way A
IM MO, mil won ail luau the rt Jr OM

Let me tell sou Haile, is thy In At
Mt best sampan, Number out I In top
people are the hest Mess Stanton
Ale, an officer And Das id Stank
someone who doesn t hair ant preju
dice at allI mean at all Ilse tabb,e
turned around to MAC sore ht got his
point mt.. And I'm using 111/1 s a
black manhe doe. t tats d sou to
Wad or Houle if you can do the lob
hell give it to you

Word has goal. around Kansas ( os
that Haile.. Cashw ays is an equal two'
tmnty emploser It nn t a comp., that
makes a lot of COrl.4310M4 10 women
"We do not concern ourselves At this
point with famtbal obligation* ame
back on the sum s 'Vie do not loony
who is responsible for parenting nor do
we assume that responsibility Ne I (in-
tern ourselves only if it Interferes with
job perlormanre

And It I* rompny where the pate is
grinding F sett n the sat retail make'
in the Midwt.t and Southwest where
mans of I. sores ate located PA.lesa ts
goon through A growth spurt In the last
five sears it has douhled its outlets And
trip)e1 sales Hiring seldom keeps up
with that kind of ann.h meaning there
are newer enough people to do all of the
work

But it would he hard to find another
group oil such enthunayiu wood n who
are as convinced that the Ay s the lim
if' when Asked how far they tan go at
their compans And these are women
selling lumber, srrewdnvers, famen
plumbing fixtures and (endue Ise
never ts ot bed any place where the te was
so much Interco in pushing female*
ahead musty Ian Maloney who until
recently headed up the corporate salt Is
program whirl, at most comparnei I. a
macho job

David Stank, CFO came to Haslet*
in 19A0 and 410011 tht o obweby out of a
chain that was run by men who had spins
most of their worktng lives selling build
ing material. One was he* made an
impart is by hiring *mart %my women
A former ant horwoman on the evening
news now handles sales promonons
And Susan Stanton who humeri% tan
the county lad* in Kansas ( its is the
senior ore president for adintnntratom
and t orporate planning She I. also an
rarer of the (timpani as ate linda
E'en, h gm neral counsel and yet retars.
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banter in Chicago and New York before
taking off several years to raise a family
When Stank, was 9 his mother bought
a N estchester Counts New York news
paper the twinesm theta which she ran
for a decade Other competent women
he met earl. in his reinforced his
attitude he sass So did the success he s
had with the women he s hired Stanley s
wife irate president of a rnmpans that
makes ;Alice equipme nt and cmiiputers
in Minneapolis where Stanley cum
mutes on weekends

Besides carving a path for IVOInell at
Payless, the energetic Stanley has shep
herded the chain from an entrepreneur
;al operation where a manager pretty
much ran his store the way he wanted, in
a compans with faith Str10 corporate
guidelines un everything lots pint has
mg to hiring Smaller chains were
bought and absorbed, acquisitions and
new ;ammo-count fur pprom mate!. 20
percent of the coininny s growth over
the past ten years Between 1981 and
1987 109 new stores were added 1.41
year tnial sales were $1 8 !Alum

Growth like this almost always creates
a nrporate ennennment in which they
are never enough bodies to dn all I.
work We have grown so fast we almost
outgrew selves,' comments St ant on
We have in play catch-up ball in sup

port our size Although retailing as a
profession in *hub long hours are the
norm at Payless the pa. and miens..
are clove ;ally grinding

the hardest part is the stress len!
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around here remarks Karen Camsnn
a former teacher whn s now manager of
internal ctimmunicatinns "Vie are asked
ru du a number of yobs simultaneoush
and things are constant!. changing On
the other hand that s one of the more-
tog things about wnrIong here Sou new
el get bored But finding a balance be
(wren your profenstrul and personal
!net It a consuni challenge '

Garrison is the moth< r of a toddler
She took two months off Ii ombming sea
wet ks of maternm lean with two weeks
4)I GI; anon) and kept up lo phone with
what was going on Doling het firs few
wet ks bap k her boss also a mother, let
ho r take work home and ease hack into
her ph lo working on fewer protects
commit in late when the halo had been
up all night and gning home earl. when
she needed in %hen her daughter was
put Cis day care the child became sit k
lot and Damson was given the necessary
Uwe off without being made to feel she
was laggard

I Inda Nand the understanding doss
sass that she would like to think of her
handling of the situation as 'warm and
him hot It also made perfect business

0 MAIr 1w

8)

sense The fact that we Mein i intake it so
miserable 30 that Karen said 1 {an C dn
this meant in Aldo t base in state hum
scratch with somebods new and sat Ne
started as a lumberyard in Pocahontas.
Iowa, in 1930 '

No formal posting of corporal eyobs to
field personnel ts done at this point, but
word of mouth seems to work pretty
well, and several people from the field
have applied for and gotten yobs at head-
quarters A data bank that tracks every-
onewomen and minorities particular-
lyand their interests was recently
compiled As a result, the women ruler-
viewed were confident that they w. old
not be sidetracked into deadend Jots

Such long range opportunities were
what appealed to Barbara Rnnkus, who
had been an anchorwoman and reporter
for the local NBC afGhate "I had done
everything I possibly could do at the
stanonthe only thing left was to begin
repeating my schedule ." she says "I
didn't want to be an anchor die rest of
my life. and the possibilities here
seemed wide open Rernkus's lint yob
at Payleas included dealing with the me-
dia. communicating with the sharehold-
en and managing corporate conenbo-
tions fie opportunity f1{ here for you
to be thinking about what vow would like
Pad° she sass "Met don't say, 'Pick a
Job , n its Pick I

would like to learn how to
that

I m nor ant. thinking rn terms of cont.
doingMy long-term plan is to be

dcong something else " Recently Rem.
kw, got her wish when she was promoted
to director of sales pro monons

Although it wasn't the reason she left
her supposedly glamorous yob as an-
chonvoman Rendus found Payless's
benefits package to be generous She
and other women say the pay is good.
and no one doubts that they are pad
equal 10 Iern And Ofle WIman whose
ctimpan, was bought by Payless got an
immediate $8 OM a year raise

Stank, s Immo' notwithstanding
the corporate culture is a maeho nne and
the women pat rinse attention to getting
along with the men 'I work very hard to
make ms relationships work sms one
woman Ir s probably something I
sonildn t base to do ill were mete I
Joke around tor

If the women had any complaints be
sides the crushing workload, II was the
la, k Of C011117111Mr.111011 between depart

ments and bet ween the field and colon-
rate headquarters 7 In lessen the nola
tins of women in the fieldthey ace
spread nut across emblem states
women at headquarters paned them
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those fired turned 01,110 be salute males
who weren't performing up 10 snuff
Simply by concentrating on results
Dempsey gave women and minonties
the dun in the arm they needed He
didn 1 care tf you were a monkey re
members one woman, if you could do
the ph better than somebods who way
there, he was going to fire that person
and bnng you in And he brought in
women

Dempsey tested considerable weight
in the personnel post and Glee° became
one of his inner circle That she hap
pened to be a woman reinforced the
atutude of gender equality She became
head of community banking in 1981. an
executive vice president in 1983 and
president early last year

When Greco was elected president,
there were can ofjoy at the bank Greco
herself burst moo tear. Over the next
few weeks she received over 100 floral
arrangements and 500 notes and letters.
Including this one from a second grader,
prInted on lined paper "I am so glad
you are the first (woman] president of a
bank I bet you are very proud I am very
proud I hope you keep your job the
leiter hangs m Greco s office at home

Bas GSM IS 1101 the only success story
at the bank Not one woman inter-
viewed regardless of racefell 0. I
her nee or failure to nse had anything to
do with gender It was merit alone 'I
can never say I was discriminated against
bet ause I was a woman' remarks Eliza
Beth Slyer a senior vice president whose

OM
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job it is to collect problem loans "Nor
can I sac the doors were ever opened
because I was a woman It's been a lot of
hard work, a hule bit of luck and being in
a hoth-sistbdtty area Deborah Lynn a
vice presicknt who went through an ac-
celerated managemenlaraming pro-
gram says that being black doesn't cause
her any problems in the bank, if she runs
into preyuckce, it is with customers at the
branch she manat,es

But if some customers are slow to
change their minds about racial preju-
dice everyoneIncluding the Federal
Reserve Itoardhas changed their
minds about the financial health of Ft-
&Illy Analysts give the stock a top rat-
ing and praise Fidelity for as emerging
preeminence in consumer banking and
in low operating costs This spnng Fi-
delity merged with First Fidelity
Bans orporation

Dempsey who moved on to another
lank (European American Bank ou
Long Island) after turning around the
numbers at Fidelity, leh behind more
than a healthy theater MI institution I he
seeds of a mentos racy were firmly estab
fished dunng the years of a nos and con
vv decree when the new management

se A WW

1( 1111( 1111( 1.1 1014 Itit R(.1111

lot %el/011n this nom without I it ni
tit e hot wadi Harold foie luortnan
noel (10 le tting it In known That in
de tern lllll gig promotions the tee Inning
would go like this talent 10 sex 0 race
0 Pude who will he 42 in IMO repre-
sents a new breed that I( IAA( to change
the way corporatione..0, about women
and minonties

When the bank went lean sad mean,
generous early retirements were of-
fered and although Sara Schmid now a
regional vice president could has e taken
one she didn I She now manages a
small group of branches In a growing
upscale area and is confident that come
thing even better is waiting for het "If
there's talent and professionalism it
doesn t Matter how old SOU are or what
color you are." she says

But if everybody's working so hard
what happens when there s a family
emergency, when the utter doesn't
come, when you can't find good day care
moil your new baby is four months old>
No problem That's what happened to
Constance Bach-Nobel a computer pro
grammer She had three children at
home and was already appnsed of the
bant's flexibility when she wrote a pro
penal on how In handle the le..ee she
needed after the birth of another child
Her plan was to take home a terminal
that would be hooked up through a mo-
dem to a computer m the bank Some
coworkers were skeptical but Bach-No-
bel persisted anyway Management went
for the plan A phone Hide v as put in her
home fin New jersey, so that she could
be transfemng data white she was on her
pnvate Fine with the bank discussing
what was coming in Her husband, a
postal clerk. has Mondays off whyh en-
abled her to spend one day awed on the
offce attending meetings or picking up
and dropping off paperwork On the leas
occasions when she had to get paper-
work to the office sooner. she met anoth-
er woman who works at the bank at a
train station "Sometimes 0 was hard. I
admit she UM. "but I knew I had to
keep up al least the same pace I had in
the office or they would never w ant to do
it for anyone else Sure I was apprecia-
tive but my locally to the hank way
already there It didn t make me think
Now Ill stay with them bee ause they did
this' 1 already felt that was

For parents who want leaves the bank
allows three months with no has of
benefits Not only are v. guaranteed a
ph back, sou are guaranteed the same
job desk papers and portfolio of you are

loan officer We have to reassign the
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Opening Remarks of the Honorable Silvio 0. Conte
Hearing on women's Business Problems

May 19, 1988

Thank you. Mr. Chairman, today's hearing is the sixth and final
hearing on women and business. You are to be commended for
convening these hearings and for the high quality of the
panelists called to testify. These hearings have been most
informative and have served to establish direct lines of
communication between our committee and women business owners
and their organizations.

To all women business owners, I say we have heard your message
and it has prompted many of us to act accordingly. I have
cosponsored H.R. 1897, introduced by our distinguished chairman,
and I have sent out a dear colleague urging all committee
members to sign on and support the Equal Access to Commercial
Credit Act - let us end commercial credit discrimination against
women and minorities now, in the 100th Congress. I am also
considering ideas for studies put forth by the National
Federation of Business and Professional women's Clubs. They
have made some excellent suggestions and they need to be
developed. Also the National Asscr.liation of women Business
Owners has some very good ideas on creating an effective
public/private partnership and I want to explore that further.

As is said earlier, a dialogue has been established and I
believe that small business, indeed the American economy, will
bu better off for it.

Mr. Chairman, I look forward to the testimony of today s
panelists and to future action this committee will undertake on
behalf of American women owned business.
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TESTIMONY

OF

BEATRICE A. FITZPATRICK
PRESIDENT AND CHIEF EXECUTIVE OFFICER

AMERICAN WOMAN'S ECONOMIC DEVELOPMENT CORPORATION
NEW YORK, NEW YORK

BEFORE THE

COMMITTEE ON SMALL BUSINESS
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WOMEN BUSINESS OWNERS IN AMERICA - A PUBLIC POLICY CHALLENGE

The Problem

All over the world, countries as diverse as many African

nations, England, China, Germany, Sweden, the Soviet Union are

encouraging their citizens to become entrepreneurs. These

nations see in small business the way to increase their exports

and raise their standard of living --- and are desperately

determined to do so.

Becatse of this global interest in small business growth and

development, the United States can no longer be complacent that

our entrepreneurial foundations will automatically carry the day

for us economically.

We have an entrepreneurial tradition second to none. No nation

has the histor) of supporting creativity, initiative, freedom to

dissent that we do. No other nation has drawn the oppressed

people of the world to its shores with the nope of a better life

and then provided them the opportunity to c-eate one. But we are

only NO years old. And other nations look at what we have

wrought, and, rightly, covet it for themselves. Japan is

teach ng us the cost of complacency and we are only beginning

to learn all the resnits of that hard lesson.
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Will we -- by default also allow ourselves to lose our

competitive edge in entrepreneurship?

What will we do to maintain our priority as the world's premier

entrepreneurial nation? Will we ignore the fact that in this

country, women of every age, ethnic, geographic and socio-

economic group are deciding that the answer to their problems

is to go into their own business or will we help them do that

successfully? Will we ignore the fact that the rate of increase

in the number of women-owned businesses is three times the rate

of increase in the number of male-owned businesses? Will we

ignore the fact that today, 28% of all small businesses are owned

by women, and that in only 12 years by the year 2000 one

half of all small businesses in the United States will be owned

by women?

Will we ignore the fact that from every direction, women are

neeing their perceived lack of equal opportunity to start their

own businesses where they can operate at the level of theilf

talent and ability, free from artificial constraints on their

authority, responsibility and reward?

That is the challenge we face, and the challenge which Congress

must take up.
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The wholesale migration of American women to small business

ownership presents our nation with an unprecedented opportunity

to create jobs, taxes, capital, business for other businesses and

needed goods and services in our communities while keeping

millions of people ott weltare, unemployment, old age assistance

and other costly social benefit programs. It also provides the

opportunity to multiply our entrepreneurial underpinnings and

strengthen our entire socio-economic foundation right into the

next century.

Who are these women? They are:

Minority women who feel the only way they can get a fair

shake is to go into their own business.

Older women who left work to raise a family and now

Lind themselves unable to get back into the labor force

at anywhere near their level of competence at the

same time that their financial support is stripped away

by the loss of their spouse through death, divorce or

separation.

Younger women who are single heads of households and

find themselves simultaneously having to support and

raise their children with no outside help.
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Women who are employed and find they can not reach the

level within their companies that their talent warrants

in a time frame they find acceptable.

They are women of talent, ability, energy, dedication women,

who, like waves of immigrants before them are knocking on the

doors of our economic mainstream refugees from their socio-

economic past trying to get into the business game at the

level of their talent, brains, ingenuity, energy. They are every

bit as motivated as any iwaigrants who ever hit these sh.:res.

Their own and their families lives depend on their success.

But they can't get into the business game if they don't know the

rules of that game. And that is what we owe them: the

opportunity to learn the rules of the game of doing business

so they become players in it at the level of their skill and

ability.

In our service economy, women are mainly going into service

businesses starting from scratch, based on a skill or talent

they have, finding a niche in the marketplace which they can

fill, using their energy and skill as their capital, and their

home as their place of business.
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While they are highly skilled in the creative end of the

business, they are woefully behind in the business end.

Traditionally, women have received little encouragement either at

home or at school to develop the skills and attitudes required to

start or run their own businesses. From their earliest Years,

socially, educationally, and in the business world, women are

steered away from this as a career option. They are not encour-

aged to learn the financial, analytic and planning skills needed

to become successful entrepreneurs on the assumption that

doing so is "unfeminine".

Heading your own company is seen as a masculine occupation, while

helping people is considered feminine (nurse, teacher, librarian,

social worker, secretary). Women are steered by their families

Ind schools to these "Helping" professions. As a result, they do

not acquire the skills of managing money and people, marketing

services and products, costing and pricing, negotiating and

selling, turning a profit, or managing cime and resources all

essential to managing a business. And, as adults, they have been

discouraged from giving up the steady income of a job to pursue

the risky route of entrepeneurship for which they have been

poorly prepared both culturally and educationally. Indeed,

making a profit might be viewed as "seltish" behavior by women,
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and contrary to the nurturing roles they have been taught to

assume, even in the workplace. Firing people might be seen as

"unkind," selling to people one doesn't know might be viewed as

"aggressive." They have few roll models to whom they can turn

either for instruction or inspiration.

Of all occupations in our country, the demands of running and

owning a business probably place women in the sharpest conflict

with socially accepted stereotypes of "feminine behavior," and

therefore require the most persistent efforts to overcome these

socially induced barriers to economic equity. Yet little train-

ing of this nature has been addressed to women. For minority and

and displaced women, and single heads of households, the problems

described above are compounded.

It is clear that provision of adequate management training,

technical assistance, and cultural support is required if small

businesses owned by women, particularly minority, displaced and

dislocated women, and single heads of households, are to exist,

take root, and grow as they must if the problems of this whole

sector of the population are to be solved.

Women with the ability, technical knowledge and training to start

and operate their own business will impact positively on their

local economy as they not only provide a livelihood for

5h)
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themselves and their families, but also create and maintain jobs

for unemployed and underemployed -- mainly low income and young

people.

Either these women are provided the tools to become economically

self-sutticient now, or they and their families become candidates

for public financial support for years to come.

While this has long been known, neither public nor private policy

have made major commitments to the kind of high quality,

long-term, comprehensive management training, technical

assistance, and cultural support which small businesses in

general, and women-owned businesses in particular require.

The American Woman's Economic Development Corporation (AWED) was

founded in 1976 to address these issues, and to help women play a

more significant role in the growth of our economy. It is the

only organization of its kind in the United States, providing

comprehensive, high quality, long-term counseling, training, and

peer group support to entrepreneurial women who wish to start or

run their own business.
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AWED History and Services

In 1976, the U.S. Department of Commerce Economic Development

Administration (EDA) provided a grant, a first for the nation, to

"develop a model entrepreneurial assistance program for women,"

and establish the American Woman's Economic Development

Corporation (AWED). At that time, only 4.6% of all small

businesses were owned by women --- who comprised 54% of the

population.

After careful research, AWED determined that the greatest need

women who wanted to run their own business had was for management

training and technical assistance, and proceeded to develop a

model management training and technical assistance program for

women business owners. AWED's first training group was taught by

the best protessors of the Harvard Business School, who came

flying down from Cambridge on a pro-bono basis to teach in it.

Subsequent training groups were taught by Professors from the

N.Y.U. Graduate School of Business and Wharton. Over the years,

AWED learned that the best teachers of entrepreneurs are other

entrepreneurs, and today, our instructors are mainly

entrepreneurs. They continue to teach on a pro-bono basis.

In 1978, the U.S. Small Business Administration (SBA; provided

AWED funds --- again a national first to "develop a model

J'
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counseling program" for entrepreneurial women --- which AWED

proceeded to do. Gradually, over the years, as we saw new needs

for serving entrepreneurial women, we developed new programs to

meet those needs.

Most recipients of our services are concentrated, naturally

enough, in the Northeast. To date, AWED has provided the

following services to women who come from every one of the 50

.United States:

18,000 women have received individual counseling

averaging 90 minutes each with a small business expert

specially selected to meet their needs

19,200 women have attended 8 all day Conferences for

Women in the Businesses of Fashion, Beauty, Fitness,

Food and Home Fashion

15,000 women receive our 8 page monthly newsletter,

Woman Entrepreneur

6,300 women have participated in various networking and

special events designed to help them meet each other and

be mutually supportive
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" 3,500 women are members of our national networking

program, American Women Entrepreneurs

1,900 women have varticipated in two management lecture

series at Lincoln Gent.

" 1,220 women business owners have enrolled in an 18 month

Managing Your Own Business training program

1,120 women going into or who just started their own

business have enrolled in an 18 week Starting Your Own

Bt!r.iness training program.

Most women rat- the services they receive from AWED as Excellent

or Good. And our success rate bears objective testimony to the

quality and ettectiveness ot our programs. A survey of AWED

graduates revealed that narticipants in AWED's 18 Month Manakin'

Your Own Business Program reported a 121% increase in sales,

72% increase in profitability, and a 75% increase in assets. 79%

reported their businesses had expanded or diversified. These

graduates created an average ot 2.2 Lull -time and 2.3 part-time

jobs an over 80% increase in their employees over the year

prior to entering AWED's training program. Participants in

AWED's counseling program also showed substantial gains in all

these areas.

5
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Of the thousands of women in business who had been counselled by

AWED, each created an average of .5 full-time and .5 part-time

jobs during her time in the counseling program. They experienced

an average increase in annual sales volume cf 69%. 50% related

that their profitability had increased since their counseling

sessioni.

Of the 1,220 women business owners who have been enrolled in

AWED's 18 month Managing Your Own Business training program since

May, 1977, only 5 have declared bankruptcy in an economy where

4 out of 5 small businesses tail in their first five years.

Indeed, AWED now has 35 women enrolled in its Chief Executive

Roundtables for women whose businesses gross over 81,000,000/

year -- almost all of whom are graduates of its clier training

programs.

At present, AWED trains and counsels approximately 2,500 women

each year, and serves an additional 5,000 through conferences and

lectures, 3,500 in its networking program, and 15,000 who receive

its monthly newsletter Woman Entrepreneur. The Grganization is

continuing to grow and develop new programs to meet the

increesing needs of women entrepreneurs.

530



586

-12-

AWED is a not-for-profit corporation
partially supported by user

fees paid by women who participate in its programs. However,

these fees cover a fraction of the operating and administrative

costs of the corporation. As a result, AWED has developed an

extensive network ot support from private corporations,

foundations, and individuals.

Approximately 152 private corporations have donated funds to

AWED. Some ot these firms have also provided pro-bono services,

including supplying experienced staff at no cost for training and

counseling, and giving direct assistance with legal work, public

information, ft %eting, and advertising.

AWED has been the recipient of considerable pro-bono support from

Arthur Young Inc. (auditing), Skadden, Arps, Slate, Meagher and

Flom (legal), Helmsley-Spear (space and renovations), Ogilvy and

Mather (advertising), and Howard J. Rubenstein Associates (public

information).

AWED's counselors and teachers contribute their time and

expertise; some are active, retired or semi-retired business

owners; 'hers are professionals from major businesc_s vr corpora-

tions. Speakers at our Open Houses, Conference( and Lectures are

volunteers who pay their own expenses. Counselors, training

5 i



587

- 13 -

interviewers and training coordinators are all given a token

honorarium in no way approaching the fair market value of their

services.

There is no question that a major factor in our success is the

high quality of the board, statf and volunteers we have been able

to attract.

Over the years, government funding for AWED activities has

totalled $3,400,000 ($2,950,000 trom EDA and SBA; $450,000 from

New York State)., The private sector has contributed $3,105,052

cash and $8,087,227 in donated services. Since 1981, when

nominal, below-cost fees for services were instituted,

participants in AWED programs have paid tees totalling

63,139,244. To date, the total public/private investment in this

organization's creation, growth and development is $9,644,296

caah, $8,087,227 donated services for a total of $17,731,523.

Warn all across the country need our services. In 1980, an

Arthur D. Little study commissioned by the U.S. Department of

Commerce recommended that AWED's programs be replicated

nationally. A national survey by President Carter's Interagency

Task Force on Wnmen Buttress Owners found that women business

owners perceived that r,- c greatest need was for management

training. Since four nit ol five small businesses tail in their

5Q
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tirst Ulm years, and the major cause of small business failure

is poor management, the women surveyed certainly seemed to know

what they needed.

A 1980 report to President Carter from his Interagency Committee

on Women's Business Enterprise said that the best way to help

women in the United States succeed as business owners would be to

make AWED'. program available to women nationally.

In a 1984 Colloquy in the U.S. Senate, between Senators Rudman

and Stevens, Senator Stevens recommended, and Senator Rudman

concurred, that federal agencies make the necessary funds

available to make this program available on a truly national

basis over three years.

Subsequently, AWED has developed a "Proposal to Establish a Model

National Management Training and Technical Assistance Program for

Women Entrepreneurs Including the Development of Regional

Management Training and Technical Assistance Centers in Chicago,

Los Angeles, Dallas and New York." It requires $4,598,685 in SBA

funds over three years. We will obtain an equal amount of cash

from the private sector, and raise $1.60 in contributed goods and

services for every public and private sector dollar, for a total

of $14,715,792 in contributed goods and services, and a total

project value of $23,913,162.

59,3
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For this money, SEA and the nation will receive a program that

will establish high quality, long term management training and

technical assistance centers in four regions of our country: New

York (which includes New York State; New Jersey; Connecticut;

Eastern Pennsylvania; Rhode Island, Southwestern New Hampshire;

Southern Vermont; Northeastern Maryland; Northern and

Northwestern Delaware); Chicago (which includes Illinois;

Northern, Northwestern and Central Indiana; Southern and

Southwestern Wisconsin; Northwestern Ohio; Southern and

Southwestern Michigan; and the Western tip of Iowa); Los Angeles

(which inludes Southern California) and Dallas (which includes

Northwestern and Central Texas; Southern Oklahoma; Northwesterr

Louisiana; Southwestern Arkansas). In addition a number of

programs will be nationally available: telephone counseling and

hot-line; peer support; Conferences and Lectures; a national

news letter.

67,742 women will be served in a variety of training and

counseling programs all of the highest quality that exists in

our nation, utilizing the best business knowledge and experience,

and putting it at program participants' disposal. The federal

cost of the program is $67.89/woman. A minimum of 21,125 jobs

will be created or maintained. The federal cost/job created or

maintained is $217.69/job far less than any public or private

job creation program of which we know.

594
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The private sector's interest in this program is extremely high.

Letters documenting financial support for AWED's national

replication by major corporations have been received from AT&T,

Aetna, ARCO, CBS, CIGNA, Citibank, Equitable Life Assurance

Society, General Electric, Mobil, Prudential, and Xerox. The

interest and support of the private sector in every Region we

will serve is such that we are very confident of our ability to

raise the required matching funds and donated services.

AWED is in position to launch a major public information program

to announce and attract business support and participation in the

project. William Phillips, Chairman and CEO of Ogilvy and

Mather, has agreed to head up the drive for private sector

support of this effort.

If this program were adopted, the federal government would be

utilising a major new resource for small business growth and

development in our country, the large scale emergence of women as

aspiring entrepreneurs and preparing it for success. In the

process, we will help turn the very hibl small business failure

rate around.

Banks will be willing to make loans to women business owners

because their businesses will be run on a sound basis.
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Contractors will fight to do business with women owned firms for

the same reason.

If knowledge is power and it is making business knowledge

available to women business owners is the best way to guarantee

their success.

It is harder, and requires far greater commitment to them, than

giving them money and telling them to get lost. It is also a tar

cheaper and more effective way to promote the permanent growth

and expansion ot small business in this country, ot full

employment and the creation of taxes to support programs, among

others, for people who, for reasons beyond their control, can not

be economically self-sufficient.

Do not allow women to be forced into that category. Do not deny

them their American birthright to operate at the level of their

ability regardless of extraneous gender considerations. Do

not lose this magnificent opportunity for our nation to mine and

refine this great resource we have developed: millions of

talented, determined women owning and wanting to own their own

business.

Think of alt the benefits these women could produce if they

succeed and guarantee that it will become possible.

5 (4'
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Make sound business training, technical assistance, and peer

group support available to women business owners nationally.

We are America's secret business weapon and its undeniable

business future.
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TESTIMONY OF ESTHER SHAPIRO

To: MUM of the Committee on Small Business
Congress of The United States
House of Repreesstatives

Mr. Chairman; members of the committee: I am both Moored and

grateful for the opportunity to be i. ere this morning, and to speak to you on

the subfect el weans entrepreneurs and their oon* potenUal. I am

*sod to be able to introduce myself to you as a woman ntreprmur, one

of more Una three million in our country; its a designation I take pride in. I

ma heartened by the fact that very year there are thousands of women

newly adopting that title. And I hope that thousands more will have the

sum diem* because of the work of this committee.

I on reminded al how, twenty-eight years ago, at the beginning of my

arm, I attended my first metal meeting of the Writers Guild of America.

I looted around the MU at the membership pressat-iibout twenty-five

Madrid screes and television writers. And it dida% escape me that the vast

malority we men; oily a Modal iron wawa. I was young. I had, I

Wit eves thee, an estrepresswisl spirit that was a gift from my immigrant

meats. Or perhaps it was just the damn-fool feedestriess of youth. But, for

whatever reams, I entered what was troy a mans world without a sense

ci limitations. And. with my husband, Richard, I went to ureic.

I treated stories focusing on the besieged: teensy alcoholics,

battered wives, victims of racial hatred. Later, as a via-president at ADC--

one of the few fens* VPs at a major network at the Una I was the

emotive in change of developing such protects as Women's Room, Masada,

5 9 :



594

Primal Pin, Ike, last of Men, IMO The Third Reich, and The Winds of

War. I left the netWOrt to become CO- Mak, C04111COMO producer and,

most importent, co-owner of Dynasty, one of the most popular dramas in the

history of telfitS1011, seen Vann, by an audience of a hundred and fifty

Mon people sarldwido. During this period, I became me Sr. Vice-

Presided of Creative and Corporate Affairs for the largest independent

production =pally in Hollywood, with Which my companywas primed.
This past television season, I served as inecuOve producer an the pilot for

flartaest, a one-hour drama about a group of female physicians who run

their own clinic. All told, I have been involved in the developmentof over

five hundred hours of creative product

Today, there are no Ionian* numerical disparities evidencedyears

coo; Many women have begun to play important roles in the enterlainmont

industry. To die a few: Marcy Carley is co-wwaitiv producer and co-owner

of The Cony Show, which has already earned more than three hundred

niMioa dollars in syndication gales, the Welt in Weldon Notary. Susanne

Moe is President of Motown Productions. Sherry Lansing to co-aimudve

producer of Patal Attraction, 11 OSUMI film that has grossed more Man a
hundred and fifty mMion dollars to date. Dais Steel is =ratty Provident

and Mad of production for Columbia Pictures...

but such sumo stories do not reflect the entire ;Sayre, I am afraid.

There has still new been a female president of a network analog, and the

chinos of one emerging are dim. The number of actual owners or ClOs In

the entartainsint business is equally disbeartosiag. Men still decide, to a

bur &Fee, what the American public satchel in movie theaters and an
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as television sets. Tits is pertiandly wood in hot of me tact mat

wises comprise fifty-two to fifty-four per mat or the Mood population

and that the eighteen to fifty-five year old female eiewenhip Is the

demographic most essay sought by the Meals and avatars.

Two years ago, I wee mad to be the keynote speaker at the annual

AMIN. WomOirs Mamie Developmsa manse. Maly. I didn't

know Matte ape& I had rat int great intend, Use AWE druid, aril

I was faschuad with their goals and intentloas Out nothing could have

prepared me for "Mat I we about to seam Mt. Mama it 1 hard for

lo dad today the feeling I got wan I looked out into mat staring or

neatly fir amend tamale entrepreneur% maid their dedication to the

very beet Wad or Me American Moen community and Mt tad

ammitramt to Ming a coattail and growl( part of that community. I

had goat much or my prolegomena in mud or that etude* commodity

oat a 111, and I knew almost initially that AWE was an cepnizatked

blockader.

Was IWO asked to Join the board of AWE several months later,

digit* the goographical distance, a busband. two children, and a production

conspesy, it WM an offer I mien reline. Here nu an onpaisinon that

paralleled my own beats and attempts to blip women to become the test

prelemlosals they could be. Here woe an organisation wall benefited

woods from every walk of not put those who west to Ivy Lope

schools or we bora to width, but those who, Wed on ability alone, bad

the potential someday to Mow Waders In a wide Tuley ci fields. Uwe

ems an orgalashou that exploded the myths and put the lie to the

COO
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stereotypical attitudes that say women can't add and subtract, that they are

afraid to take risks, that they're not strong enough to compete in MMus,

that Man are a Igo of instability, that women need to be taken are of by

sea or government Women, by virtue of their management of the family,

the household budget, the moral values of the home, wore already half way

to becoming good business managers. Here was an orpoisation that rifted

women to mint their ideas, their products, Mir skIll% to deal With cost

structurm and cub flows and the compleSties of business life. I had

participated in the voirkshops and found them ezhilaraUng. The staff w

superb. And meet impressive cf an was AWEb stunning record Of Meet

WOO the national rate cl small Mims failures in the Host five years is a

ditheattaing four out of fin, here us an organisation that has had few

than five failures for one thousand women trained. Here was an

organisation with a pilot program that could help women acme the country

to become business people; entrepreneurs; more productive Americans.

Inherent in Ann hope for the advancement of women is our belief

that out success will not be a leniMe. =Cam but rather a human one We

Want that MMOCOMI to MOM not at the mew of men, but rather as the

result of a miaow* between men and women. It is my hope that the

partnership and the values that AWE espouses will be put of a new

movement, one for the l990s and beyond, which will create new possibliites

for minims, men and women, who cant we their ley to them now The

writer of icdsolastes urged that "Whenever My hand findeth to do, do with

all thy might.' As women, we have used our bands to bathe our children, to

help our husbands, to soothe the ill, te minister to the wounds of wet. What

we now ask is for the opportunity to use our hands to help ourselves as wen.

601
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What we are asidng for from this committee. and from our country. Is not a

imodout Mt a hand up.

'Give me a OW Ms mid, Ind 111 eat for a day; Wad me to fish. sad

11 eat Ice a lifetime.' We greatly appreciate Me MOM help AWID Ms had

from Owen mid we have already gone into the private sector and found

additiossl Maas" but more help is seeded if this program is to be

evaded sal if women across the country are going to be tight to fish the

abesdast waters of American Mum Women need the continued help of

equistioss ille AVID. And AWID needs the =MK and now

abode& fimadal smart of Outgrew With that help, the story of

worours estrepreosurddp in the 199M will be the accounting of a great

austpur effect through villa 'men band on Met $411 meats of Me

pest to create new opportunities for themselves, for other women. IN our

costar/. for the mad.

Nether Shapiro
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Mr. Chairmen and Members of the Committee, my name is Laura Henderson. I as
appearing on behalf of the National Association of Women Business Owners
(MAMBO). I sm President and CIO of Prospect Associates in Rockville,
Maryland, a health communications and biomedical research firm providing
services to the federal government and private industry. Prospect employs over
150 staff; had sales of over $7 million in 1987; and anticipates sales of
approximately $9 million for 1966. Prospect recently received the 1988
Maryland Award for Economic Excellence. It is my great pleasure to appear
before the Mouse Small Business Committee this morning to outline NAWSO's
recommendations on issues affecting women business owners in particular as well
as to direct your attention to select entrepreneurial issues affecting the
entire business community. H4VIO's goal was to develop recommendations that
are pragmatic, attainable, and manageable in the real business world,
objectively measurable, and in keeping with the competitive spirit of free
enterprise.

The mass movement of women into the work force has been hailed by social
scientists and historians as a social change of momentous proportions,
comparable to the industrial revolution or the waves of immigration in the last
century. "It's the single most outstanding phenomenon of this century," says
Eli Ginsberg, professor at Columbia University. A business Week article
attributes America's rapid economic growth in recent years to one factor: women
entry into the job market as part-time, full -time, lifetime workers in
virtually all occupations and at all levels of responsibility.

In the 19608 women have thus become major players in the economic fabric of the
United States. Furthermore, as the country becomes more fully entrenched in
the information economy, it is becoming clear that, if industrial America was a
man's world, the new information economy is an era when women's economic
achievements can be showcased. Thus, as we approoch the 21st Century women
have a unique and very important stake in business, both as owners and as
employees.

Between 1970 and 1985, the female labor force participation rate increased
almost 65 percent, so that 55 percent of all women now work compared with 38
percent in 1960 and only 27 percent in 1940. The Bureau of Labor Statistics
estimates that in 1995, 60 percent of all women will work. Slowly but surely,
women's labor force participation will move toward matching that of men,
approximately 75 percent.

Women are crowding into sectors of the work force traditionally occupied by
men. From 1972 to 1985 women's share of professional jobs increased from 44 to
49 percent and their share of "management jobs" nearly doubled - growing from
20 to 36 percent. From 1960 to 1983 the percentage of lawyers who are women
had risen from 2 to 15 and the percentage of jobs in banking and financial
management held by women had risen from 9 to 39.

The future promises yet more blurring of traditional sex roles in the work
force. In the United States currently, more women than men are enrolled in
college and universities, and women are earning a steadily rising share of all
advanced degrees. For example, in 1983, 45 percent of those receiving

6O



600

accounting degrees, 36 percent of new lawyers, 36 percent of computer science
majors, and 42 percent of business majors were women.

Paralleling the tremendous increase of women in the work force has been their
influx into the entrepreneurial arena. In the 10 year period between 1972 and
1982, the number of businesses owned by women jumped from less than 5 percent
to over 25 percent. By the year 2000, the U.S. Department of Commerce
e stimates that 50 percent of America' businesses will be owned by women.

In 1985, the latest year for available data, the number of women-owned
non-farm sole proprietorships totaled 3.7 million - compared to 1.9 million in
1977. It is important to note that this figure does not include data on women-
owned corporations and partnership. This data is not available because the
federal government does not include women-caned corporations and partnerships
in the ranglagsdAnnuassinggiumngra.

Statistics do reveal, however, that women are going into business at a rate two
times faster then men and are thus the fastest growing segment of the
e ntrepreneurial community. Since the vast majority of these new female
e ntrepreneurs enter professional and technical service busi , their
influence will continue to grow as the country shifts further away from a
manufacturing-oriented economy to one that is based on services, high-
technology and information.

Women -owned businesses are also making an economic impact. Receipts from
women -owned non-farm sole proprietorships approximated $100 billion a year,
according to the 1982 U.S. Census. However, the total economic impact of Chess
businesses far exceeds this level if one takes into account the multiplier
e ffect of these dollars as they Am over in the economy. Using a conservative
estimate that each dollar will be multiplied 2.5 times in the local economy,
women-owned businesses contribute $250 billion to the national economy. Of

this $250 billion, approximately $37 billion is paid to the U.S. Treasury in
federal taxes, and another $13 billion is paid in local and state taxes.
Consequently, women business owners represent a vital new resource for the
economic future of the country.

Women, as business owners and as employees, are having more than just an
economic impact on society. Women are "neurologically more flexible than men,"
says Eli Ginsberg, "and they have had cultural permission to be more intuitive,
sensitive, and feeling. Their natural milieu has been complexity, change,
nuturance, affiliation, a more fluid f time." As women' attributes of
feminine cultural are brought into the workplace, they are providing a much-
needed balance to what has been a predominantly male environment, and slowly
but steadily they are eroding some of the obsolete practices and prejudices
that have dehumanized work and the work environment.

Business and industry, are in fact, beginning to give serious attention to the
development of a more humanistic working environment. As the U.S. economy
shifts away from smokestack production towards a greater emphasis on services
and high technoiciy, business analysts are calling for a more participative,
people-oriented approach to managing. Many companies are adopting radically
new management philosophies, style and structures. The predominantly
hierarchical authoritarian management style is shifting to a more consultutive

2
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OM in which the actors within the enterprise have real opportunities to have

input on decisions.

In the services and information era, the challenge is to build an operating
environment which encourages freedom, ferment, aggressiveness and innovation.
Ons that offers opportunity for great personal satisfaction and that provides
respect for all, regardless of job level. There are several ways to do this.

One is to push responsibility down through the organization. To give people

closest to the market or the product more say in what goes on. Another way to

create this innovative environment is to break down some of the rigid
organizational lines that have been established.

Women are exceptionally well qualified to manage in the information and service

economy. Women favor cooperation over competition. They prefer to work in

teem structures where power and influence are shared more across the group, as
opposed to a hierarchy where power is concentrated at the top. Women managers

also tend to place strong emphasis on developing positive relationships with

co-workers. Furthermore, they try to relate to employees in a more personal

way than often is the case in the traditional male style.

Naturally, these qualities aren't ones that are observed equally in all women -

nor are they absent in all men. The key distinction is that, as a group, women

tend to exhibit am particular leadership qualities to a far greater degree

than men. The reason for this is rooted in the basic facts of socialization.

Despite this record of accomplishment, women business. owners confront barriers
that impede their growth - barriers that wee? eitazly delineated more than 10
years ago in the report, /132 Bottom Line: Uneaual Enteroriee in America: 6
boort of the President's Teak Force on Women Business Ownerehio. 1978.

The barriers women business owners face include:

Access to affordable commercial credit, special finance programs,
and alternative methods of financing.

Access to federal, state, and local government contracts.

Lack of accurate data on women-owned businesses.

Lack of effective and sustained technical assistance programs.

Lack of public sector support through government-wide
institutionalized programs.

NAM is particularly concerned with the barriers that face women business

owners. Our concern also has a such wider perspective. We believe that women

business owners can serve as an economic catalyst for entreveneurship. To

achieve this goal, NAWBO has developed a set of tecomAendations that will place
women business owners and the entire entrepreneurial community not only inside

the business and economic mainstream, t also have major implications for our
country's future economic growth, job creation, productivity, international

trade and enhanced competitiveness. The recommendations outlined to assist

women business owners are to help this segment of the entrepreneurial community
reach its full potential. As significant barriers that now exist for women

3
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business owners seeking to participate in government contracting and acquire
business credit diminish, the need for some of the programs we are requesting
will be no longer required and should thus be eliminated. It is my sincere
belief that the recommendations put forth constitute an important agenda for
action and I an proud to submit them for your consideration.

WOMEN BUSINESS OWNER RECOMMENDATIONS

As previously outlined in the oversight hearing y NAWBO President Gillian
Rudd, vs recommend that Congress enact legisla n to mandate the establishment
of a Women Business Owner Policy Council at the -apartment of Commerce that
consists of key agencies, the White House, Congressional representation, women
business associations, and individual women business owners. The Council will
be responsible for creating a Women Business Owner Federal Initiative. The
Initiative will include a four-year plan of action with annual targets, goals,
and measurable objectives for each Federal agency to facilitate, preserve and
strengthen women's business enterprise and to ensure full participation by
women in the free enterprise system.

The Policy Council will have budget and staff to carry out its mandate. The
mandate includes:

Coordinate the actions of all Federal agencies and departments to
facilitate, preserve and strengthen women's business enterprise.

Develop comprehensive Federal plan and specific program goals for
women-owned busi

Work with state/city/local planning bodies, such as the National
Governors' Association, National League of Cities, National
Association of Counties and trade associations to ensure
federal/state/city/county emphasis on this issue.

Establish agency performance goals, monitor, and report progress to
Congress and the President.

Define the programs needed by women business owners and identify the
appropriate agency to develop such initiatives. Specific emphasis
will be placed on: capital; procurement; high technology; data
collection; international trade; technical assistance and training;
the Departments of Defense and Transportation; the Office of
Productivity, Technology and Innovation; the small business
Development Corporations; and the Small Business Innovative Research
Program.

Appoint Cabinet-Level Women Business Owner Policy Task Forces:

-- Each Cabinet officer would appoint a Women Business Owners Policy
Task Force under the Assistant Secretary for Administration to
develop a 4-year women business owner action plan, with specific
targets, goals and objectives for each year. The accomplishments
of the goals would be included in the merit increases of federal
employees. Recognizing the barriers women business owners face,
restrictions on sole sourcing and other pros mint incentives

4
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will be established. There would be a sunset provision to
dismantle the Task Forces if goals and objectives are reached.

.. Each Task Force would include agency staff, individual women

business owners and representation from women business owners

groups.

-- Each agency would allocate a specific portion of program budget

for the implementation of model programs.

-- Model programs would be funded for 3 years and through mat:ing

grants in subsequent years.

-- The Task Forces would make a yearly report to the President on

progress and future actions.

-- The Small Business Administration would concentrate on outreach,

build local constituency advisory groups, disseminate program
information, play an advocacy role and establish a separate and
appropriately funded women business owners office with advisory

councils on policy.

PROCUREMENT

Throughout the oversight hearings, many women business owners have described

their frustrations and difficulties in gaining access to the federal government

procurement market. The federal government is the largest purchaser of goods

and services in the United States, representing over $200 billion in purchases

annually. Though women play an important role 4n the economy through the
ownership of businesses, they received only six tenths of 1 percent of all
government purchases over $10,000 in FY 1985 and again only six-tenths of 1

percent of all government purchase over $10,000 in FY 1986.

The limited access of woman-owned businesses to federal procurements represents
a loss of excellent resources to the government and a severe impediment to the

viability of the female entrepreneur. It is in the best interest of the

nation's economy to support women business owners as a vital entrepreneurial

and economic sector. Federal policy must create a climate that supports and

encourages vomen-owned businesses to participate in federal contracting.

MAMBO proposes the implementation of a two-phase program to assist woman-owned

busi in gaining access to federal procurements and simplify and

streamline the procurement system. Phase I would last three years and involve

actions that we believe would increase the share of federal procurements going

to woman-owned fines and improve the acquisition of professional and technical

services. Phase would be implemented only if the proportion of awards to

woman-owned busi had not been significantly increased and was not

steadily increasing three years after implementation.

Phase 2 would establish a set-aside program for all woman -owned businesses and

be implemented to supplement .ctions taken in Phase 1. Phase 1 and 2

recommended actions are described below.

5
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Ensalhrsisara
(1) Congress should enact legislation to mandate a Blue-Ribbon Commission

on Procurement and Innovation. The Commission shall:

-- Review end recommend changes in public policy, incentives and
regulations to improve, simplify and expedite the federal
procurement process, so as to enhance innovation, quality and
competitiveness.

-- Review the Small Business Set-Aside program in a bold and dramatic
fashion to determine ways to: increase access for start-ups and
smaller businesses, provide incentives for prime contractors to
increase their use of smaller busi and provide management
and technical assistance to help these companies grow.

-- Create biennial contract plans that ensure set-asides are
spread evenly across all procurement areas, and that specify which
procurements will be set-aside.

-- In the area of services procurement, the Commission shall examine
the necessity of buying quality rather than lowest cost in the
procurement of sophisticated professional and technical services
and RAD, as well as the importatv-e of technical training for
federal program and contracting per:onnel who are buying
sophisticated services, so as to assvre that high quality services
are obtained in cases where quality is more important than cost.

(2) Professional and technical services constitute a .ynamic and fast-
emerging sector of the services industry, as well as a large majority
of businesses owned by women. The current acquisition system was
originally designed to procure hardware, and has not been effectively
adapted to the challenging task of procuring sophisticated, unique
professional and technical services. Moreover, federal government
personnel do not understand or appreciate the waste and problems
created by policies of procuring sophisticated services on the basis
of lowest cost rather than quality.

-- A new, simplified acquisition system is required for contractors
to continue to be motivated to offer high-quality vervices and to
ensure the long-term benefits of high quality to the federal
government. SASSO recommends that the Office of Federal
Procurement Policy (OFPP) develop and implement on a demonstration
basis a simplified alternative acquisition process adapted .7.4 the
procurement of professional and technical services - a process
which would ensure to the government the benefits of competitively
procured professional and technical services, and increase access
to the procurement system for businesses of all size, including
small busi

-- Congress and the OFPP should require technical training for
federal program and contracting personnel concerning the
acquisition of professional and technical services, to assure that
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high-quality services are obtained in cases where quality is more

important than cost.

(3) Improve the procurement process for services by developing evaluation
procedures ensuring a balance of cost and quality factors with
legitimate but value" as the ultimate criterion for award. This

can be accomplished by establishing a special corps of contracting
and procurement personnel for purchasing sophisticated technical and

professional services.

(4) Revise the Standard Industrial Classification Code Size Standards to
reflect the growth and contributions of the service sector the Gross
National Product and the economic structure of the United States.

(5) Revise the Size Standards assigned to Major Group 87 of the
Standard Industrial Classification Codes for selected professional
and technical services based on reliable economic data to more
accLaately rer.ect changes in the U.S. economy.

(6) Ease the "graduation" shock that occurs when firms grow beyond their
size standard and can no longer compete as a small business for set-
asides in the market niches that they have captured through small

business competition.

(7) Congress shou'A enact legislation eliminating Federal competition

with the privets sector.

(8) Ungress should enact legislation codifying OMB Circular A-76 to

increase contracting-out opportunities Government wide

(9) Congress should enact legislation prohibiting unfair competition in
which non-profit tax-exempt organizations use their tax-exempt status
and other advantages in selling products and services also offered by

small businesses.

(10) Make interest an allowable cost for government contractors, an action
that would be specifically helpful to small and entry-level

busin

(11) Award procurements of $100,000 or less within 60 days of proposal
submissions and other small business set-aside procurements within 70

days of proposal submission.

(12) The Department of Commerce should refine and continue the
sponsorship of MegaMarketplace for another four years to widen the
efforts to bring more women into the procurement process at all

levels nationwide. Monies should be allocated for this effort and
for surveys on the impact of MegaMarketplace on women business owners
and procurement officials, and results in number of contracts and

dollars.

(13) Revise federal agency practice to ensure both the planning and the
outcome on an annual basis for the utilization of women-owned
businesses as prime contractors and subcontractors across all of the

7
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product and service industries in which they plan to procure for a
given year. A mechanism should be established to ensure review and
implementation of these plans.

(14) Provide financial, managerial, and technical assistance and support
to woman -owned small businesses as follows:

-- Model programs involving woman-owned small businesses should be
established to demonstrate effective approaches for marketing to
and contracting with specific agencies (e.g., Department of
Defense).

-- Majority women business owners should be made eligible for
Minority Enterprise Small Business Investment Company (MESBIC)
funding.

(15) Establish a 'woman -arced small business preference procurement"
model, which would preserve full and open competition by executing an
unrestricted procurement but would award preference points to woman-
owned small businesses.

(16) Direct all agencies to include at least one bid from a woman-owned
small business for all small purchase orders under 825.000.

(17) Establish mechanisms to ensure that the quantity and quality of
women-owned business participation as subcontractors under the
Federal Acquisition Regulations is a real and compelling part of
source evaluation and scoring by awarding preference points to
bidders for utilization of woman-owned busi

. This would result
in a positive, sell-executing incentive for other than smell
businesses to build woman-owned business participation into their
contract structure. To place all prime contractors on an even
footing, the government should specify the level or range of women-
owned business participation that they consider to be responsive on
specific procurement. Also, these procurements should include
explicit mandatory contract requirements for prime contractors to
provide to woman-owned business subcontractors technology transfer
and management training.

(18) Congress should enact legislation applying set-aside prograINS more
evenly across all procurement areas to (1) ensure that all
procurement areas are oper to small. women-owned, and minority-owned
businesses and (2) ensure that excellent, high-performing, growing
small firms will have an opportunity to obtain a fair proportion of
procurement after they exceed technical size standards.

(19) Appoint "Procurement Advocates" for women business owners in all
executive agencies, as well as for the Interagency Committee on
Women's Business Enterprise, to develop effective mechanics. for
increasing procurement with woman-owned small businesses, to identify
procurement opportunities for women-owned busin and to review
RFP's from roman -owned bust

8
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(20) Expand bidders lists for all agencies to include greater
representation ff women-owned businesses. Woman-owned firms should
be retained on :hese lists during list rotation so that a fair and
representative amount of women-owned businesses remain on the lists

at all times.

(21) Institute education programs on the capabilities of woman-owned

busin for government technical and contracting staff to
eliminate misconceptions about woman-owned busin

(22) Relate the performance appraisal of government contracting
employees to their success in meeting procurement goals, management
assistance, and loan approvals for woman-owned busi . This can

be coordinated in part through the employee's Personnel Office and
through the award of performance evaluation points.

Phase 2 Actions

NANO recommends that both small and large women-owned businesses receive
more equitable share of federal procurement funds. The federal government
should increase woman-business owners percent of total contract dollars one-
quarter of 1 percent by FY 1990, one-half of i percent by FY 1991 and three-

quarters of one percent by FY 1992.

Failure to achieve a steady, significant increase in federal contract dollars
within 3 years of implementation would demonstrate that the barriers facing
woman-owned business in trying to do business with the Federal Government are
too great to overcome with actions short of a set-aside program. NAW30

recommends that if these actions fail, Congress should enact legislation
creating a set-aside program for small and large woman-owned businesses. This

set-aside program should draw 50 percent of its funds from non set-aside
monies. Fifty percent of the set-aside funds should awarded to non 8(a)

businesses.

DATA AND STATISTICS

Unfortunately, Mr. Chairman, no one has been able to testify on just how many
women business owners actually exist, or on our precise economic impact. This

information is not readily available because the government does not actively
collect data and statistics on women-owned businesses and the industry in
which most of us conduct our busi

As you are aware, since the end of the Second World War, the United States
economy has undergone major transformations from being primarily a
manufacturing economy to a services and information economy. This

transformation has resulted from interactions among technological developments,
systemic shifts in the structures of industries and jobs and changes in

population. These rapid changes require effective management, but it is
impossible to manage anything effectively if we don not understand its

dimensions. While the federal government prcduces a multitude of statistics as
disclosed in Statistical Abstracts of the United States and other reports,
comparatively little information is available on economic growth, innovation
and emerging sectors of the economy - the very components of entrepreneurship.

9
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Women are playing s key role in the transformation of the economy by starting
new business ventures in the services, information and high technology
sectors. Despite the press attention we receive as the fastest growing segment
of the business community, solid information about the nature and scope of
woman-owned busi is virtually nonexistent.

(24) To improve the national data on women business owners, Congress
must establish initiatives to ensure the regular collection of
reliable national data on women business owners and further revise
and update the Standard Industrial Codes to reflect the dynamic
changes in the service sector, including the professional and
technical services industry, where such a large percent of women
business owners are concentrated.

(25) Congress should enact legislation directing the federal executive
branch to create a dynamic new classification system as a successor
to the Standard Industrial Classification Codes, which will reflect
the services, information and high technology sectors, and which will
evolve with the continuing growth and transformation of the American
economy.

(26) The Bureau of Libor Statistics should include in its Census of Women-
owned business( those women who own regular corporations
partnerships, not just sole proprietorships.

(27) The Administrator of the Office of Federal Procurement Policy should
compile accurate statistics on the participation of women-owned
businesses in government procurement, including minority and
nonminority women-owned firm in the contracting and subcontracting
procurement process.

(28) All government agencies with responsibilities for education and
training for private sector business management should be instructed
to collect data that will identify female/male participation ratios
in all government-sponsored and cosponsored education and training
programs and to monitor and evaluate such programs to determine their
impact on women.

(29) Congress saould enact legislation to mandate a privately-funded
commission should be created to study the changing American economy --
specifically the services, information and high technology sectors- -
and make recommendations with regard to appropriate federal
legislation and regulation which will promote growth and
competitiveness in these areas, and enhance synergy with the
manufacturing, extractive and agriculture sectors.

ACCESS TO CREDIT

Access to credit as a means of obtaining necessary financing for start-up costs
and business growth has been reported as a major problem faced by small
businesses throughout the United States. The inability to obtain commercial
credit is especially problematic for young businesses which have not
established a financial track record and have not accumulated sufficient assets
to qualify for the business financing they need under traditional bank

10
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evaluation procedures. Businesses in the service sector, no matter how
promising, often face particular difficulty in obtaining commercial credit
because usually they p few tangible assets to which a bank could look for
collateral.

Women-owned businesses are overwhelmingly in the service sector of the economy.
Accordingly, the difficulty of obtaining credit for a small, service-oriented
business has a disproportionate impact upon women. In addition, systemic
discriminate places the average American woman at a disadvantage in competing
for capital for her enterprise. A woman's traditional position in the work
force has limited not only her management experience, but also her income and
the amount of collateral she has been able to amass. The problem is even more
serious for minority and divorced women.

(30) The Congress should enact legislation to ensure equal access to
commercial credit for all small busi and to ensure that women
and minorities are not discriminated against in the granting of
commercial credit.

(31) NAM supports H.R. 1897 introduced by Reps. John LaFalce and Lindy
Boggs. This bill permits the exemption of business loans from the
broad scope of the Equal Credit Opportunity Act of 1974 (ECOA) and

Repletion 15 only if the board holds a formal hearing and finds that
the application of the ECOA or particular provisions thereunder to
particular cl f business transactions is not necessary to
promote equal credit opportunities. However, NAWBO favors even a
stronger amendment to the ECOA that does not permit the Federal
Reserve to exempt business credit at all from any protection afforded
consumer credit, rulemaking, periodic review, and discretion.

(32) Expand the bank examination process to examine for compliance with
the ECOA's prohibition against sex discrimination in business lending
and to include data coll.ltion on commercial loans granted or denied
to women business owners.

(33) Adopt a specific affirmative action program to help women business
owners overcome traditional lending practices that limit their access
to financing,

(34) Develop a rating system to be incorporated into the examination and
implementation of the Community Reinvestment Act to measure the
impact of the lender's loan practices toward satisfying the credit
needs of women business owners

(35) Sponsor educational programs instructing lending institutions how to
review loan packages for soft asset companies based on cash flow
analysis, rather than asset-based financing.

(36) Congress should enact legislation to revise the conservatism of the
SBA 7(a) guaranteed loan program and develop new policy that
reflects the borrowing needs of today's economy to include soft asset
loans, particularly for women business owners.

11
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(37) Improve the quality and information about small business growth in
the United States by expanding the County Business Pattern data to
include women-owned status and business type, sole proprietorship,
partnership or corporation.

(38) Enact legislation authorizing the implementation of a national
Capital Access Program and a National bIDCO Program for woman
business owners, on the models being developed so successfully in
Michigan.

ENTREPRENEURIAL RECOMMENDATIONS

Today, the leadership of the Small Business Committee has the responsibility
for defining the shape and thrust of policy that will guide America's
entrepreneurial community into the 21st century. This will be no easy task.
Currently, business organizations, both large and small, are facing a series of
changes more extensive and more far-reaching in implications than anything
since the "modern* industrial system took shape in the years between 1890 and
1920. These changes in the American business environment come from several
sources, including: the continued integration of the world economy; further
shifts of production from pods to services; the application of advanced
technologies to most industries; faster gains in productivity, particularly in
services; disinflation or deflation in world prices; and increased competition
in product, service and labor markets.

Furthermore, as our country struggles with complex and far-reaching problems in
such areas as the federal deficit, competitiveness, our decaying
infrastructure, AIDS, education, a slowdown in the U.S. population, as well as
the aging of the baby boom generation, work force training and retraining,
childcare and care for the elderly, and the growing gap between the haves and
haves note, it is imperative that Congress, the President, and the private
sector unite in a common mission and press for solutions to these suitor
national problems and challenges we face as a country.

The mission to rebuild America so our nation will be strong and sure as we
enter the twenty-first century requires:

(39) Federal policies which encourage savings and investment, as well as
strategic investments in America's long-neglected infrastructure,
including lowering the capital gains tax rate.

(40) A coordinated campaign and partnership by business, labor, education,
churches, and other non-profits, as well as governments at all
levels, to combat substance abuse and AIDS in America.

(41) An initiative emphasizing the importance of excellence in education
at all levels, including lifelong retraining to ensure
competitiveness in the new global economy.

NAWBO would like to thank Chairman LaFalce and all the members of the House
Small Business Committee for holding oversight hearing on issues affecting
women business owners. The House Small Business Committee is at the forefront
in conceptualizing and shaping public policies that unleash the creativity of
capitalism and open new vistas of innovation and opportunity; that train our

12
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work force of today and tomorrow for constantly evolving jobs of the future;

that transcend narrow interests and national borders; that foster trade and the

spirit of international cooperation; and that strengthen the fabric of society

and enhance our quality of life.

NAM hopes, and trusts, that Chairman Lafalce and all the members of the House
Small Business Committee will continue to provide such vision and leadership as

Congress addr he challenges facing America's businesses, work force and

citizenry as we stride into the twenty-first century.

13
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THE
ABACUS STORY

Feminists in the
Marketplace

Tell Their Story

Produced As a Matter of Public Record by Abacus, Inc.

Abacus, Inc. is a 1, y I women-owned company.

547 Frederick Street, San Francisco, CA 94117 (415)759-9508
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INTRODUCTION

The Abacus story, and the personal stories of individual owners and
managers of the company, are being told, as part of the Public Record, in order
to establish that Abacus has experienced a pattern of sexist treatment due to
age/gender bias and that this pattern of discrimination has constituted a social
and economic disadvantage to the company and to the individuals involved.

The social and economic disadvantages experienced by the company have
been chronic. Representatives of the company, for instance, have experienced
disainaluation at the company's local bank although, in its entire fifteen year
history, Abacus has never bounced a check or defaulted on an invoice.

Abacus, Inc. is a small, 100% women-owned, start-up company specializing in
desktop communications and microcomputer connectivity. The company
offers a wide range of services for its corporate =mints including equipment
sales, applications training, systems consulting, graphics production, and
commercial printing. The ownership and staff of Abaci.% Inc. believe that, as
women entrepreneurs, they have had to work harder, wait longer, manage
with fewer dollars, and be content with smaller operations just to maintain
their present levels of independence and business success.

The U.S. House of Representatives Small Business Committee recently made
a bold and far-sighted recommendation with respect to the patterns of sexist
discrimination which are still prevalent in the marketplace. According to
Time magazine, July 4, 1988, "The Committee is recommending that the
Government take several steps to help women entrepreneurs, from giving
them more loans to making it easier for them to get federal contracts. The
House Small Business Committee asserts that the increase in the number of
companies owned and managed by women may be the "most significant
economic development of recent years...Women-owned businesses have
become a central factor in the American economy and will become even
more crucial in the years ahead."

Time magazine adds, "The Committee also found, however, that women
business owners still face considerable difficulties, especially in gaining access
to commercial credit and bidding on government contracts. In addition,
contends the committee, women need better technical and managerial
training to ensure the growth of their enterprises."

6 I
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Why are women the most significant economic development of recent years?
Time magazine says 'Whether big or small, enterprises begun by women are
having an increasingly significant impact on the U.S. economy. ;lei:
revenues are estimated to be more than $100 billion per year. They pay about
$37 billion in federal taxes and $13 billion in state and local taxes annually.
Female-owned firms tend to be small and their numbers are rapidly growing.
They are expected to be a major source of new jobs in coming years. The
Small Business Administration estimates that companies with fewer than 500
employees created about two thirds of all new jobs in the U.S. from 1980
through 1986."

The Small Business Administration expects that, by the end of this century,
one half of all self-employed people will be women. Most companies started
by women specialize in fashion, food, and other areas traditionally viewed as
women's work. This, however, is not true of Abacus. Since its beginning, the
company has entered and periormed successfully in traditionally male fields
such as gardening, cab driving, offset printing, and microcomputer
technology. The ownership and management of Abacus, Inc. believe that
Abacus is precisely the kind of company which the House Small Business
Committee wishes to help. The stories contained in this submission have
been written by individual owners and management personnel. On behalf of
i bacus, and companies like Abacus who have had to work twice as hard to
get half as far as their white male counterparts, the following document is
submitted to the public record for formal review.

6' -..,
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Personal Experiences with Age and Gender Discrimination
During My Association with Abacus, Inc.

Lee Tulp
Marketing Director and Corporate Secretary

Incident #3Gender and Age Discrimin Hon

On Friday, June 24, 1988 at 11:15 cm., Shari Tresky and I went to our Wells
Fargo Bank branch at 725 Irving Street for the purpose of establishing a
"Special Collections Account," or "blocked account," for Abacus, Inc. This was
the most critically important financial transaction in the company's history.
We had Just secured financing from ITT Commercial Credit that would
enable us to comfortably finance the rapid growth our company was
experiencing in value-added systems sales for Macintosh equipment. Not
only was the financing arrangement the most important move our company
had made to date (representing months of hard work to set up), it also came at
an extremely critical point in the company's relationship with Apple
Computer, Inc.

Apple Computer is the single most important company in Abacw' business
picture. Abacus derives almost all of its income frern sales of equipment,
training, consulting, and/or production work directly connected to Apple and
its community of third party developers. Ironically, it came at the remise time
that Abacus was putting the finishing touches on an application and business
plan submission to Apple Computer that would lignificantly expand and
deepen the relationship between Apple and Abacus. The submission was due
Monday morning and represented the most important strategic opportunity
that our company had ever received.

The 1TT financing, in and of itself, would enable us to continue on our
current, rapidly escalating growth curve. The new relationship with Apple
would enable Abacus to expand its sales even more dramatically, probably
400% in the first year alone. A key element in the submission to Apple
Computer was the secure knowle that the ITT financing was securely in
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place, including having the actual account set up. Abacus had no more lead
time available and had to respond very quickly. In its fifteen-year history,
never had the company been at this kind of critical "make or break" point.

Top management at ITT assured us that setting up this kind of account was a
very simple transaction. None of its clients had experienced any difficulty
whatsoever. Since this transaction was of such importazoe to the company,
since we wanted Wells Fargo, as our banker, to be apprised of the exciting
developments in our company, since we understood that it might. be a
somewhat unusual account, and since Abacus had suffered a seemingly
endless trail of what appeared to be administrative incompetence and what
was definitely tremendously inconvenient, we asked to speak with the branch
manager directly.

The branch manager did agree to see usfor about two minutes. She was
coldly polite but took no interest in our situation whatsoever. She
immediately told us that the bank would have to take three weeks to research
du. situation before making a determination, that she was going on vacation,
and that Mr. O'Dell Williams would help us instead. It appeared that she
could hardly wait to get rid of us and go on to "important" things rather than
waste her time with young girls who really couldn't be doing any serious
business worth her time or courtesy.

Abacus, in fact, had never bounced a check, had held three accounts at the
bank for the put year with a combined average balance of between $50,000
and $100,000, and, in general, had done nothing to represent a problem to the
bank. In fact, anyone looking at the numbers could tell that Abacus was an
exciting growth company worth watching. Instead, the branch manager
would not give us the time of day. In fact, her reception was decidedly chilly.
There is no way that white, middle-aged men dressed in business suits would
have been treated so rudely. The branch manager would certainly have done
everything possible to give male business clients the reassurance that the
bank was swiftly proceeding through all necessary channels in order to
successfully work out this important transaction inside the requisite time
frame.

Mr. O'Dell Williams, who was given the task of dealing with us even though
he had only been at the bank for two days and knew nothing of our account
whatsoever, was also polite but chilly in his reception. Neither he nor the
branch manager showed any signs of appreciating the significance of the
transaction even though it was explained to them several times. The name of
our contact person, an in executive, was also offered to them on five
seFarate occasions so that they could check with him for background. That
offering was patently ignored each time it was offered. The branch manager
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told Mr. Williams to telephone Judy, a paralegal in the legal department
downtown. We were left unattended for about a half an hour while the
phone call was made.

When the answer came back from Judy, it was a firm "no." No valid reason,
however, was given. The bank's only response was that they didn't want to
open the account for us because, in the past, we had wanted to deposit checks
made out to Abacus's retail store, Utopian Technology (with its own dba). We
have always requested that our customers make checks payable to "Abacus,
Inc." On occasion, however, customers make checks payable to the name of
an Abacus division, such as Utopian Technology. This problem was cleared
up and successfully solved by opening up a second savings account in the
name of Utopian Technology.

Achieving that, however, came only as the final result of another tale of woe.
Wells Fargo treated our company representatives with contempt and utter
condescension during this entire earlier process. An Abacus representative
had to have more than one verbal confrontation with the branch manager
before the branch manager would accept Abacus's valid dba's and open an
account accordingly. Finally, our persistence was able to solve the problem.
All that Abacus wished to do was to deposit money ir ' the bank; Wells
Fargo, on the other hand, was irrationally behaving as if Abacus
representatives were troublemakers and one step above street urchins. No
other explanation other than a pattern of age and gender discrimination
could explain the chronic and longstanding treatment received by Abacus at
the Wells Fargo branch at which it was an excellent customer.

Although Mr. Williams, and even Judy from the legal department,
acknowledged that the dba /deposit issue was not a current problem, it was
still cited as a stumbling block. Moreover, no other specific obstacle was cited.
Several times we pointed out that they were "mixing apples and oranges" but
to no avail. No intelligent or courteous response was forthcoming.

I experienced a mix of very strong emotions. First, I was forced into a position
of feeling absolutely powerless. I am an intelligent, strong woman but, in this
case, Wells Fargo held all of the cards and I held none. The experience of
being helpless in potentially disastrous circumstances was both infuriating
and terribly frightening. Fifteen years of hard work on the part of the
company as a whole, and eleven years of hard work on my part personally
were on the verge of collapsing simply because people in control at the Wells
Fargo branch had adopted a prejudicial attitude about our firm that was based
solely upon age and gender. I was appalled at the possible consequences of the
treatment we were receiving. I was also thoroughly humiliated to be forced
into an audible conversation in a public place in which I was having to beg to
be treated seriously.
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The embarrassment and degradation was even more acute when it came to
informing our ITT representative that we were unable to successfully open
the account. Wells Fargo bank had already opened an identical account for
another ITT client in the same financing program. We had spent a great deal
of time winning the trust and esteem of ITT. We were representing ourselves
correctly as dynamic, seasoned businesswomen, a true representation of our
skills, talents, and background. Wells Fargo, however, sent back a loud and
clear message that we were not a truly a company worthy of respect. Why
should ITT take us seriously when our our branch bank refuses to do so?

The potentially devastating effects on Abacus's two most important business
relationships is not possible to assess at this time. The application and
business plan submission to Apple Computer was necessarily submitted on
Monday morning without having the ITT financing firmly in place. It is
entirely possible that the most important strategic opportunity in the
company's history has been ruined.

Subsequently, Abacus has approached another bank about opening the special
blocked account. Although this bank has had no prior dealings with Abacus,.
the entire transaction was handled, with the utmost grace and efficiency,
inside a half an hour. Though the new banking relationship promises to a
highly successful working partnership, it cannot undo the deleterious effects
of not having the financing when we needed it. Time was of the essence and
our own bank prevented us from moving appropriately. The sharp contrast
between the behavior of the two branch banks, both located in our
neighborhood, demonstrates that the treatment we received had absolutely
nothing to do with the nature of the account or with the nature of Abacus,
Inc. In fact, it demonstrates that it had notking to do with rational reasoning
at all.

I am certain in the knowledge that it would have been impossible for white
middle-aged men in business suits to have received the prejudicial treatment
which my associate and I received as young, casually dressed women. It was
an experience shattering to my self-esteem and sense of dignity. It is difficult
to feel any pride in your accomplishments when they are summarily
dismissed and trampled upon by institutions which we are taught to respect
and accord a measure of authority. Bearing the brunt of blatant age and
gender discrimination is an appalling and infuriating event, destructive of
personal morale and self-confidence. More importantly, this particular event
is irreversible and potentially destructive to the future growth of our
successful women-owned small business.
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STATEMENT OF

CAROL THOMPSON

PRESIDENT, row:ARLAND

Mr. Chairman, members of tho committee on Small Business, my

name is Carol Thompson. I am the President of ComputerLand of Austin,

Texas and co-owner of CompuRent, a computer rental business in the same

city. Thank you for the opportunity to testify before you regarding my

Computer Rental business and the issue of equal access to credit .

In Austin, Texas in January 1985, there was no computer rental

business. Another woman, who had experience with computers, and I

decided to embark on such a business. In order to purchase computer

inventory, we pooled $25,000 of our savings and purchased computers.

We marketed our concept via daily newspaper ads, word of mouth,

and in the various groups to which we belonged--Chambers of Commerce

and women's business groups. In our first year of business, we were

pleased and amazed that our market plan was a valid one. Our business

grew as did our inventory from the $25,000 worth of computers initially

to approximately $125,000 worth of computers at the end of year one. We

were showing $13,000- $15,000 profit monthly at the end of the year!

People were using (nese computers for weekend projects, additional shod

term office projects, travel projects, rent-to-buy options and lung-term
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rentals available for some grant projects.

We were exceptionally pleased with our progress and already had

purc'iase orders for long-term rentals which would necessitate more

capital. As our business was located adjacent to ComputerLand we had

the fortune to meet a banker who said he had money to loan but his initial

appointment was with ComputerLand. We later set up an appointment with

this same banker to review CompuRent financials and then to ask for a

loan to accommodate purchase orders for rentals, The banker appeared

positively impressed with our financial statement, growth status and

unique business in Austin, He took the paperwork to review a'J later

called to say that if my husband, Larry Thompson, Computer land's Chief

Financial Officer would sign, we could indeed have a loan.

Needless to say, we were not happy or agreeable to this bank's

conclusion. My partner and I then sought out a bank which we heard had

many women in upper management. They listened to our plan, reviewed

our financial statement, commented humorously that perhaps the bank

should be into rentals and gave us the requested loan. This loan has

always had timely payments. Our staff has increased and we are seeking

out a second location in Austin, Texas even in the face of Texas' depressed

economy.
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CompuRent and ComputerLand both have survived in a very difficult

Texas business market. I personally am very involved in networking for

business, but it will be a long time before a "good ole girl" network rivals

the ''good ole boy" network in this location. The National Association of

Women Business Owners has provided initial groundwork for :gads and

mentoring. I am chair-elect of the Women's Chamber of Commerce of

Texas which also is developing a broad-based agenda for women's specific

issues. Who has money to lend? Where are the best bids pending and how

to be on the list? Who are key people to align oneself with to develop

business prospects?

I am also on the board of the Austin Chamber of Commerce which is

made up of thirty-seven men and five women. Here I chair the Small

Business area whose members total eighty percent of this ninth largest

chamber in the United States. Again we are tryir to strengthen the

backbone of America's business, namely small business. These exciting

plans currently are on our agenda here. One plan is being conceived with

the University of Texas and begins with a May 11th workshop on " The Role

of Risk Capital Networks in Emerging Companies". Another chamber plan

is to involve a large committee of key people who will evaluate local,

statewide, national, and international sources of financing. We plan to do
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an indepth stucti. of regular banks, venture capitalists, investment

institutions and any other resources which can strengthen our business

arena. Lastly, the Austin Chamber's small business sector is embarking on

a "Buy Austin" program to keep our procurement dollars here. Current

estimates show three out of four dollars leave Austin, We aim to change

that with a broad-based program which will help both small business and

large business.

Women, as you know, are now admitted to Rotary, I am one of six

women in Austin's seventy-five year old Rotary with a membership of four

hundred men. Business alliances are slowly being formed in this area also.

This is an environment which will allow women to interact faster and

with more credibility in the business world, I believe.

In conclusion, my initial negative experience with equal access to

credit has caused me to be much more aware of what makes successful

businesses work. I have learned not to take no for an answer but to

positively persevere all avenues open to me. I am convinced that women

business owners, who are increasing now 3 to 5 times the national

average, are and shall continue to be a vital force in reshaping the face of

America. Witness the success of the National Association of Women

Business Owners.
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Lastly, I hope my sixteen year old daughter will ,,ever have to hear,

if a man signs this bank note, the loan is yours.'

Thank you for this opportunity to speak up for the many women who

have been denied and continue to be denies equal access to credit!

Carol Thompson
CompuRent
3201 Bee Caves Rd
Austin, Tx. 78746
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Presidential Documents

EnseAlso Orthe =US of May 111. 1000

Croat* a National Woman's lhashotoo Fatoopeise Policy sal
PoNoxiblog Aanaprosoots for Dowels** Coonliesdag sod
Imploonotlos a National Program for Women's
fatognitio
In rapines to the findings of the Interagency Tea Force cm Women liminess
Owners and cenmemionel findings that raspier

1. the significant role which smell business and women entreprennin can play
in promoung full empleyment and belated growth in ow scommyr

2. the many obstacle@ facing women entromeneurs. and

3. the need to aid and stiandate women's business 'atomise:

fly the authonry vested in me as President of the United States of America. in
order to crests a National Women's liminess Enterprise Policy and to pre-
scribe ensirysments for developing. coordinating and implementing a national
pogrom for women's business enterprise. it is ordered as follows:

1-1. Respanobthues of the Federal Departments and Amman.

I-101. Within the constraint, of statutory authority and ea otherwise permit.
tad by law:

(a) Each depamnent end agency of the Lumina Stench shall tea appropri
ate action to facilitate. mum and sangthen women's business enterprise
and to ensure full participation by Main in the free enterprise system
(b) Each department and agency shall take affirmative action in support of
women's business entennist in impregnate pogroms and activities including
but not limited to.

(1) management. technical. financial and procurement assistance,

(2) burin's.related education, training. counseling and information dismal
nation, end

(3) procurement.

(c) Each department or agency empowered to extend Federal %MUM assist-
ance to any program or activity arta issue reptilians requiring the recipient
of such assistance to take appropriate affirmative action in support of
women's business enterprise and to prohibit actions or pekoe which dir
criminate against women's business enterprise on the round of sea. For
purposes of this subsection. Federal financial assistance mesas assistance
e xtended by way of pent. cooperative agreement. loan or contract ether than
e contract of insurance or guaranty These regulations shall prescribe sanc
time to noncompliant, Unlace otherwise specified by law, ne rpm" na-
tions shall be applied until the agency or department conanwd has advised
the approprists person or persona of the failure to comply with lie regulations
and has determined that compliance cannot be secured lay voluntary meena.

1-102. For purposes of this Order. affirmative action may include, but Is not
limited to. creating or supporting new programs responsive to the special
needs of women's business enterprise, establishing Incentives to promote
business or bustness.related oppertunnall for women's business enterprise.
collecting and disseminating information in support of women's business
entetprise, and insuring to women's business enterprise knowledge of and

10
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Presidential Documents

Title 3

rho President

444ssmosso"'")

Executive Order 1242$ of hone a Mu

President's Advisory Committee on Women's Business Owner.
ship

fly tree audio, ay vested in me us President by the Constitution and lows of the
United Stoles of A00.0141 and in order to establish. in aixordonse with the
proyenuns of the Federal Advisory Committee Art Is amend..., IS U S C App
11 an advlsury Lummtline on women's business ownership. it is hereby
ordered as follows

Sectloe 1 Eotedhelonent.. (ai There is established the Presid,nt's Advisory
Commit,. on Women', Business Ownership. The Committee shall be com-
poseli of n m more thon IS member, appointee, designated by the President
These meridiem shall have particular knowledge and expertise cuncerning the
current 10.1111.1 of businesses owned by women in the economy and methods by
whu.h these enterprises might be encouraged to expand.

(id The President shall designate a Chairperson from among the members of
the Committee.

Sec. 2 link bons Iii Committee shall review the Ilion of hum
owned by women. feeder through the ..nvate _sector. Blum ial. educationl
anti droLureinent imuyori for women entrepreneurs; and provide appropnour
advo 0 to the Pri Antral and the Administrator of the Small Itusincss Admit's%
11011011 011111084,

UPI The Committee shall submit reports to the President on a penuche bans

Sec. 3. Adi iiiii noration 14'11w heads of Executive agencies shall, to the extent
toemniteJ by low. prowile the Committee Inch information as it may require
for prep sec of carrying nut its functions.

(b) Members of the Committee shall serve without cnnipensation for their
work on she Committee However, members appointed from among private
citizens of the United States may. ridded to the availability of funds, he
allowed travel expenses. tar Incline per diem on lieu of subsistence. as suds(' r-
lied by law for persona serving intermittently in the government scrim, (3
U S C. 3701-3710).

(LI the Administrator of th' am.." Business Ai: rizirallun shall, xtnt
permitted by law, provide the Committee with such administreove sers.ces.
funds, facilities 'toff and other support services as may be necessary for the
performance of its functions
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29444 Federal Register / Vol 44 No 124 / Monday lone 1983 / Presidential Documents

1)0 Dec io-ous

0.14 r.-14-si loll ...I
&hog ro.le JO.-01-M

Sec. 4 i.. nem/ (a) Notwithstoroding ony other Executive Order the font toms
of the Po..MA under the Federal Advisory Committee Act. as amended.
enrol that of reporting to the Congress. which are applicable to the Comma
tee. shall be performed by the Administrator of the Small Dimmest Admetus
tration. III accordance with gindeltnes and procedures established tis the
Administrator of Cener.il Senn es

(b) The Committee shall terminate one year from the data of this Order

TI IIE wiirrE 110USE.
June 12. 1983.

14.4....1 No r II. ro 1.I. .n. oI /goo ok .11. 011.. ti MI" 11,1,1 I I.. or.
,t, 11,. 'I r "ha / nn ...1 P. /10
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US HOUSE OF REPRESENTATIVES SMALL BUSINESS COMMITTEE TESTIMONY
Representative John La Falce, Chair

Thank you for this opportunity = present testimony cn the issue
of women's access to credit, the constraints on their entrepre-
neurial potential, and how we can be responsive to this potential.
For almost five years Hub Co-ventures far Women's Enterprise, Inc.
(HUB) has been working in the United States and abroad to prcmote
an environment in which women of all ages, cultures and eoonomic
levels can develop their full potential for self - employment,
entrepreneurship and job creation. HUB encourages a particular
focus on the often-unrecognized resources of low-income women
and women of color through:

o Netwcrking and coalition-building across
diverse constituencies,

o Training programs, lectures and forums
that build capacity for women's successful
business ownership,

o Community education,

o The resources of an information clearing-
house and publications, and

o Assistance with community economic
development for women.

HUB has developed a series of tools and a process by which
local communities can obtain standardized information about a
depth of women's business ownership and entrepreneurial activity
never before assessed. Whether "the =immunity" identifies itself

as an entire state, as in the case of the relatively rural states
of Maine and New Hampshire, a metropolitan area, as in the case
of Newark, Essex County, cr a contained urban city-limits focus,
as in Philadelphia, the results of the information gathered are
overwhelmingly consistent. Based on responses to the HUB Women

Business Owner's Survey, the HUB Support Services Survey (which
collects information through one-on-one interviews on the training/
technical assistance, financial services, and day-care offered
to all business owners in a given community) and the variety
of forums held locally both for women business owners, and
those women with an active interest in self-employment, we
already know the following:

o Women of all economic levels, cultures
and ages can and do start successful
businesses.

6 14
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o There is an almost total lack of

accessible support services sensitive
to the significant entrepreneurial

qualifications of women.

o The demeaning of women's business
activity -- resulting from issues
of scale, location, timing and their
own isolation and lack of self-confi-
dence -- severely undercuts the

potential productivity of these
businessen_

o Warren need to determine for themselves

the environment and scale at which they
can operate most effectively, given
their personal life situations and their
caregiver roles.

To bring these points have in relation to the issue of
access to credit I share quotes from reports about Philadelphia
and the state of Maine. These statements are reinforced by all
of HUB'S work and that of all direct service providers who
work to enhance women's entrepreneurial productivity.

Philadelphia: "Capital is seldom available from
traditional sources: family, friends and associates
may not be in a position to offer assistance,
particularly in the case of low-income women. In
addition, conventional lenders shun small deals (less
than $10,000) due to the transaction costs and do not
finance start-up businesses. Government funded loan
programs favor larger enterprises. To compound this,
women often have no visible credit rating cr collateral,
and often they don't know how to speak business language.

"Only 20% of survey respondents had applied for a bank
loan. This is consistent with bank lenders' impression
that women represent a small percentage of commercial

applications, and usually less than 10-20% of loan
recipients. Survey respondents cited these common
reasons for not applying:

o 14% were discouraged by loan officers
o 15% could not meet collateral, equity
or credit requirements

o 26% said the loan amount needed was
too small
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Page 3

"Our survey indicated that success in financing
was also tied to marital status: 72% of married
respondents win applied for a loan received one,
in contrast to only 38% of single loan applicants.

"The types, location and relatively small scale of
many women's businesses make it difficult for them
to meet the minimum loan size and collateral require-
ments of most conventional lenders. Given that

their work experience is preioninantly in the
service sector, women are less likey to start manu-
facturing cr other kinds of businesses with fixed
assets (e.g., equipment) which can serve as col-
lateral. They are also less likely to can personal
assets outright." (See Final Report to Atlantic Rich-
field Forolation...telaw.)

Maine: "Almost one-third of the survey respondents
started their businesses with less than $1,000,
and another twenty-six percent with between $1,000
and $5,000. Thirty percent reported bank partic-
ipation in their financing, while government
loans were a factor in one percent of the cases.
Personal savings were the largest source of start-
up capital; family earnings a factor in twenty-two
percent of the cases; and extended family members
in twelve percent of the businesses.

"A reliance on personal resources or networks for
start-up capital can limit the ability of women
to enter small businesses. Wmen, in general,
have earned less and accumulated fewer assets
than their male counterparts. Thus, they face
the dilemma of having less ability to generate
their own capital and less likelihood of attac-
ting any.

"The problem is even worse for women who are IOW-
income. The survey demonstrates that small
business is an option for poor women. Eighty
percent of the survey respondents reported
having received same form of social assistance."
(See Testimony on Behalf of Mom Business
Owners... below.)

6 2
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I append to these quotes the full reports from which they
were taken, in addition to a variety of materials from HUB's
work that reinforce their conclusions and recommendations.

Thank you fa the opportunity to share our extensive
insights an women's potential for self-employment.
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D
GOVERNIIINT

Interagency Committee on Women's Business Enterprise
1141 I. MO NW

10001.4... 0 C. 211141111

MEMORANDUM FOR HEADS OF AGENCIES AND DEPARTMENTS

4 4.9FROM: SUSAN E. PHILLIPS
CHAIRMAN
INTERAGENCY COMMITTEE ON WOMEN'S
BUSINESS ENTERPRISE

Enclosed is a Model Training Program my Committee has
developed for use by the novice woman business owner who
wants to do business with the Federal government. I
would appreciate your recommending its use whenever a
woman-owned firm requests procurement information from
your Small and Disadvantaged Business Utilization Office
(05050).

I have taken the liberty of enclosing a directory of all
OSDBU Directors and their agency affiliation, which I
commend as part of your agency's handout material,
together with a one page handout entitled "How to Learn
What the Government Buys." I believe these three docu-
ments will assist the novice through the bureaucratic
maze that more often than not has acted as a discourage-
ment for women business owners. Women-owned business
firms have not been competing for Federal contracts in
the numbers we had anticipated. We hops the enclosed
reference material will help improve the statistics in
the future. I want you to know I appreciate your assis-
tance in this matter of mutual concern.

6 -;
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Commerce Business Daly (CBD) each working day for specific solicitations issued by
all Federal agencies and request copies of those solicitations that appear to be of in-
West to you Generally. all procurements over $25,000 are synopsized in the CBD
Subscriptions may be obtained from the Superintendent of Documents, Government
Pnnting Office, Washington. DC 20402 at a cost of $24a This is the current first
class pnco and is aubfect to change This publication is available in most public
libraries.

Step 4 Perhaps the most productive technique for identifying potential procurement oppor-
tuna's in any Federal agency is via dtro'1 contact with agency personnel There are
two categories of specialists you must crit to know The first is an administrative type
called a Small Business Specialist, the other is a technical type in charge of a
specific procurement requirement often referred to as the 'mann° office It is a
must to contact the Small Business Specialist first In many of the smaller Federal
agencies, especially in the area of research and development where long range plan-
ning is necessary, you may have some difficulty meet,. y technical personnel without
first contacting the Small Business Specialist Most large Federal agencies like DOD,
NASA. and GSA welcome inquiries and encourage discussions between technical
personnel and company representatives. Often this is accomplished directly by con-
tacting the agency in question or the Small Business Office, which will arrange such
meetings or respond to written inquiries. It is desirable to have the Small Business
Specialist at any meeting with technical personnel since they can follow-up either
through further discussions or can help you furnish additional information requested
by the technical office

Step 5 Finally, there are various procurement workshops that each Federal agency itself
conducts each year to acquaint small business owners with the various programs it
administers You should write or phone the Small Business representative of the
agency where your principal interest may be to find out the particulars of these train-
ing workshops This is an excellent way to match a potential agency requirement with
the skills and expertise your business possesses. There are several excellent large.
scale workshops conducted annually m Washington, DC, where most of the Federal
igencies are represented These include the MegaMarketplace Symposium for
women business owners in the Spring (In 1997, a MegaMarketplace was held on the
east coast in April and the west coast in May), the National Small Business Week
conducted by SBA in May, and the Minority Enterprise Development Week (MED
Week) in October These offer training workshops in the form of question and answer
discuslions on a variety of marketing and procurement topics as well as agency-
operated booths with detailed literature on the procedures and programs ad-
ministered by each agency Invariably a procurement or small business specialist
from every Federal agency is in attendance Such functions are a must for the newly
initiated women business firms attempting to do business nth the Federal market
place

19



638

HOW TO LEARN WHAT THE GOVERNMENT BUYS

If you ant a small business person who would like to do business with the Federal Govern-
ment and your previous attempts have been less than productive, hereare some tips that
may be helpful

1 Obtain a subscription to the Commerce Business Daily (CBD) The CBD is a daily lust
of US Government procurement invitations for bid, subcontracting loads, surplus.
property sales and foreign business opportunities. It Is the means by which Govern.
mint agencies make Moir needs br research, goods and services known to Me world
at large. Anyone who is serious about doing business with the Government should
subscribe to it and read it daily A subscription currently costs 8173 a year via ascend
class mail or 9243. ma first class mail Send your order and check to the Supennten-
dent of Documents, U S. Government Printing Office, Washington, DC 20402

2 Order a copy of the US. Goiernmerit Purchasing and Sales Dim:tory (8650) from the
Government Printing Office, Weshington, DC 20402 TMs book lists the goods and
services commonly purchased by the Government ft also lefts which agencies buy
which products and how to contact their procurement offices.

a Visit the nearest office of the Small Business Administration Their counselors should
be stole to tell you which Government agencies are your best prospective customers
While you are there get a Standard Form 129, Bidder's Mailing List Application, and
find out how to get on an agency's or department's 'bidder list.

4 Contact the General Services Administration's Business Service Center in your area
GSA acts as the purchasing agent for many items of equipment and supplies used by
the Government They also have counselors who help business people make their way
through the maze of departments and agencies Involved In procurement. These
centers are located in Atlanta, GA; Boston, MA, Chicago, It.; Denver, CO; Fort Worth,
TX; Houston, TX, Kansas City, MO; Los Angeles, CA; New Ntick, NY, Philadelphia, PA,
San Francisco, CA, Sestets Wt; and Washington, DC.

5 When you do zero In on a particular agency or department, find out who the program
or protect officers are who buy the services or product that your company sells. Per-
sonally call on these people and follow up your initial calls. Stay fn touch Successful
marketing is hard work It requires strategy, perseverance and a steady, aggressive
marketing plan

---

20
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The House Committee on Small Business has scheduled a aeries

of oversight hearings on the subject of women's business

enterprise. These hearings will begin on April 26, 1988. One of

the subjects which the Committee will be addressing will be
government policies and programs which affect women business
owners.

In connection with these hearings and the development of a
complete hearing record which will permit the Congress to develop
appropriate recommendations or legislation, it is requested that
you supply the Committee with answers to the following questions;

1. Executive Order 12138 requires that each Federal
department and agency "take appropriate action to
facilitate, preserve and strengthen women's business
enterprise and to ensure full participation by women in
the free enterprise system." Please identify every
initiative your agency has undertaken pursuant to this
executive order, the impact of the initiative, 'the office
responsible for the initiative, your assessment of the
success or failure of each, and your recommendations for

future initiative,.

2. Please supply the Committee with the following
information for each of the last four years,

a. the number, total doll 3, and relative percentages
such figures represent fo, all contracts awarded by your
agency to women-owned businesses identifying separately
awards made pursuant to section 8(a) of the Small
Business Act;
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b. the efforts made by your agency to ensure that women-
owned businesses appear on government bidders lists and
are being forwarded solicitation packages for contracting
opportunities;

c. total dollar amount 01 subcontracting commitments made
by large prime contractors with your agency and efforts
to encourage primes to utilize women-owned small business
concerns.

It your agency makes grants or 1 ns, please supply the
following information for each of the last four years,

a. the number, total dollars, and relative percentages
such figures represent for all such grants or loans made
to women-owned businesses;

b. efforts made by your agency to encourage the
participation of women in grant and loan programs.

4. It your agency has programs relatin t>, or regulatory
authority over, the provision of com,,..ecial credit, in
any fora, describe any Itiatives undertaken by the
agency, or subject to its pros is or regulatory
authority, that are directed toward women business owners
or that may be more likely to affect t.ch owners in any
significant way. In your response, please detail such
program or authority and provide such statistical or
other data that may serve to describe the efforts of your
agency.

5. Please list all types of data within the control of your
agency regarding women-owned businesses indicating the
usage that your agency has for such data, the sufficiency
of the data, its reliability and any improvements in data
collection, retrieval or usage planned or desired by the
agency to better assist its efforts in this area.

In ,-der for the Committee to prepare effectively for these
hearings, I would appreciate receiving your answers to the above
questions no later than May 2, 1988.

JJLIfvp

Sincerely,

JOHN J. LaFALCE
Chairman
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Honorable Frank C. Carlucci
Secretary
Department of Defense
Washington, DC 2030I-1155Mr. Secretary

Honorable George P. Shultz
Secretary
Department of State
Washington, DC 20520Mr. Secretary

Honorable James A. Baker III
Secretary
Department of the Treasury
Washington, DC 20220Mr. Secretary

Honorable Donald P. Hodel
Secretary
Department of Interior
Washington, DC 20240Mr Secretary

Honorable Richard E. Lyng
Secretary
Department of Agriculture
Washington, DC 20250Mr. Secretary

Honorable C. William Verity
Secretary
Department of Commerce
Washington, DC 20230Mr. Secretary

Honorable Ann McLaughlin
Secretary
Department of Labor
Washington, DC 20210Madam Secretary

Honorable Otis R. Bowen
Secretary
Department of Health and Human Services
Washington, DC 2020tMr. Secretary

Honorable William J. Bennett
Secretary
Department of Education
Washington, DC 20202mr. Secretary

Honorable Samuel R. Pierce, Jr.
Secretary
Department of Housing and Urban Development
Washington, DC 20410Mr. Secretary
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Honorable James H. Burnley IV
Secretary
Department of Transportation
Washington, DC 20590Nr. Secretary

Honorable John S. Herrington
Secretary
Department of Energy
Washington, DC 20565Nr. Secretary

Honorable Edwin Neese III
Attorney General
Department of Justice
Washington, DC 20530Nr. Attorney General

Honorable James Abdnor
Administrator
U.S. Small Business Administration
Washington, DC 20416Senator Abdnor

Honorable James C. Fletcher
Administrator
National Aeronautics and Space Administration
Washington, DC 20546Nr. Administrator

Honorable Terence C. Golden
Administrator
General Services Administration
Washington, DC 20405Nr. Administrator

Honorable Alan Greenspan
Chairman
Federal Reserve Board
Washington, DC 20551Nr. Chairman

Honorable John A. Bohn, Jr.
President and Chairman
Export-Import Bank of the United States
Washington, DC 20571Nr. Chairman

Hr. Erie Bloch
Director
National Science Foundation
Washington, DC 20550Nr. Bloch

Honorable Thomas K. Turnage
Administrator
Veterans' Administration
Washington, DC 20420Nr. Administrator

Honorable Lando W. Zech, Jr.
Chairman
U.S. Nuclear Regulatory Commission
Washington, DC 20555Nr. Chairman

.
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DEPARTMENT Of AGRICULTURE

OFFICE Of ASSISTANT SECRETARY FOR ADMINISTRATION

WASHINGTON DC 20250

Honorable John J. Lealce
Chairman
Committee on Small Business

U.S. House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

APR 2 1988

Your April 19, 1988, letter to Secretary Lyng was referred to me for a

response. We responded to your inquiry in the following sequential order:

1. Executive Order 12138 requires that each Federal department and agency

'take appropriate action to facilitate, preserve and strengthen women's

business enterprise and to ensure full participation by women in the free

enterprise system." Please identify every initiative your agency has

undertaken pursuant to this executive order, the impact of the

initiative, the office responsible for the initiative, your assessment of

the success or failure of each, and your recommendations for future

initiatives.

a. The Department of Agriculture was one of the first agencies to

publish procurement regulations (February 20, 1980), that included

goals for women-owned businesses. The regulations stipulate that

the procuring agency will establish aggressive women-owned business

goals based on the annual review of advance procurement plans. The

impact of this initiative has been increased procurement dollars to

women-owned businesses and based on that fact alone we believe it

has been a successful initiative. The Small and Disadvantaged

Business Utilization (SDBU) Office was responsible for this

initiative.

b. On April 4, 1984, a Secretary's Memorandum 9700-1 was issued to all

of USDA 's procuring agencies. The purpose of the memorandum is to

Amphasize and encourage Federal sector efforts that will improve

government services to women business owners and assure equitable

procurement opportunities (See Exhibit I).

c. An Assistant Secretary for Administration's Special Achievement

Award has been established as an incentive to our procurement

employees to enhance the contract opportunities for small and

disadvantaged businesses (including women-owned) in doing business

with the Department. The overall impact has been the addition of

women-owned businesses to our agencies' source list% and publicizing

the agencies and firms involved in the award process. The SON

Office was responsible for this initiative. This also has proven to

be a successful initiative because the Assistant Secretary for

Administration gives a plaque to the deserving agency, a

photographer takes pictures, top level management is present and a

reception culminates the event.

6I:
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d. We conduct procurement assistance reviews of our major procuring
agencies to determine if regulations and policies concerning small,
minority, 8(a), women-owned and LSA have been initiated and are
understood. During the course of the review. we check the agency's
goal achievement in the preference program areas, source lists,
publico ons and conduct mini training sessions when appropriate.
The impact of the initiativ^ has been better communication between
our SDBU Office and our fie , agencies and an ongoing learning
experience for all involved. The SDBU Office was responsible for
this initiative. This initiative has proven to be successful
because we can monitor whether the agency has met its goals,
developed source lists, maintained publications and if additional
training is necessary.

e. The SDBU Office participates in outreach seminars, conferences and
trade fairs that are centered entirely around women-in-business.

Further, we counsel and refer women to the contract or program
personnel in the agencies that can utilize their particular products
or services. We also suggest that they identify themselves on their
Standard Form 129, Solicitation Mailing List Application, as being
women-owned; this enables the Department to keep accurate records.
The impact has been the addition of literally hundreds of women to
our source lists. The SDBU Office is responsible in part for this
initiative and the remaining credit goes to the various
organizations requesting our participation. This has been a
successful initiative because we can meet and counsel large numbers
of women at one time and acquaint them with the procedures for doing
business with the Department.

f. We have developed a fact sheet on women-owned businesses and the
purpose of the fact sheet is to briefly answer a few of the most
frequently asked questions by women entrepreneurs. The impact of
this initiative has been a handy and convenient tool to distribute
during conferences, mass mei:Ings, etc. which helps to reduce the
office's work load. The SDBU Office was responsible for this
initiative. We believe this has been a successful initiative
because we get repeated requests from our constituents for
additional copies.

As for future it tiatives, we are currently engaged in a project
called Minority and Women Business Enterprise Enhancement Program
(MAWBEEP). This program is concerned with the participation of
minority and women-owned businesses in the procurement and program
opportunities of the be partmeat, We are attempting to get program
officials just as active relative to program participation as the
procurement officials are with regards to procurement participation.
Towards encouraging commitment and creativity among USDA program
officials, we began a process to involve aocncies in considering
ways to enhance program participation by minority and women-owned
businesses. We have asked our agencies to do the following:

9.

6
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1. to consider providing participation plans, goals, and
achievements try specific program areas rather than just agency

summaries;

2. to consider disseminating information and providing tachnicaj
assistance to minority and women-owned businesses to increase
their ability to participate in USDA's programs; and

3. to give special recognition to agency employees, minority and
women-owned businesses as well as majority businesses that have
made outstanding contributions to program participation and

related third-party contracting and subcontracting.

As part of ttis process, w.° are having the second annual observance

on July 28, 1988. We hope to have a dynamic key note speaker at the

10:00 a.m. opening program, with the participation of our Secretary,

Deputy, Under and Assistant Secretaries. During the program, we

will present special awards and our agencies, major corporations and

trade associations will have exhibit booths around the patio. Our

affair will close with a catered reception on the patio.

2. Please supply the Committee with the following information for each of

the last four years: (A) the number, total dollars, and relative

percentages such figures represent for all contracts awarded by your

agency to women-owned businesses identifying separately awards made

pursuant to section 8(a) of the Small Business Act; (B) the efforts made

by your agency to ensure that women-owned businesses appear on government

bidders lists and are being forwarded solicitation packages for
contracting opportunities; and (C) total dollar amount of subcontracting

commitments made by large prime contractors with your agency and efforts

to encourage primes to utilize women-owned small business concerns.

a. See Exhibit II. In this particular exhibit we indicated percent of

total procurement and percent excluding commodities because food

commoiity purchases continue to dominate our statistics and heavily

infl'ence the achievement of all our procurement preference program

is. Commodities are purchased by our Agricultural Stabilization
and Conservation Service (ASCS), in support of P.L. 480, Title II

and through the price support activities of the Commodity Credit

Corporation. ASCS purchases large quantities of grains, oils,

processed cereal products, and dairy products which have limited

small business participation. Other fo,d purchases are made by the

Agricultural Marketing Service (AMS), in support of the National

School Lunch Program and other nutritional feeding programs. AMS

purchases meat, poultry and canned fruits, vegetables and juices.

Meat and poultry products are purchased bileekly in large quantities

and while there is small business participation, the dollar value is

limited because of plant and production capacity. More than sixty

percent (60%) of our total procurement budget is tied to the

commodities area.

b. See responses in 1 b, c and d above.
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c. We track our subcontracting data from the Standard Form 295, Summary
Subcontracting Report. This is a standard federal form which needs.
to be revised to include women-owned business in the commitments
section.

3. If your agency makes grants or loans, please supply the following
information for each of the last four years: (A) the number, total
dollars, and relative percentages such figures represent for all such
grants or loans made to women-owned

businesses; and (8) efforts made by
your agency to encourage the participation of women in grant and loan
programs.

a. The Farmers Home Administration administers a Business and
Industrial Loan Program (830.

...isted below are B&I data for the last four years.

FISCAL
YEAR

NUMBER OF
TOTAL LOANS

NUMBER OF
LOANS TO MOB

TOTAL DOLLAR
AMOUNT

DOLLAR AMOUNTS
TO MOB

1984 73 - 0 - $124,352,250 - 0 -
1985 49 3 61,337,500 $3,411,000 (5.5%)

1986 35 - 0 - 54,802,600 - 0 -
1967 67 2 95,699,770 2,084,000 (2.1%)

During a telephone conversation with Mrs. Lavonne French on
April 22, 1988, she indicated these figures should not include
statistics related to farming.

b. We also have the Small Business Innovation Research (SBIR) Program.
Our Cooperative State Research Service agency administers this
program (See Exhibit III). Unfortunately, we only have statistical
data for women since Fiscal Year 1985. Listed below are the SBIR
data for the last three fiscal years.

FISCAL NUMBER OF NUMBER OF TOTAL TOTAL DOLLARSYEAR GRANTS NOB GRANTS DOLLARS TO NOB

1985 34 3 $3,150,946 $312,296 (9.9%)

1986 43 1 3,555,845 144,000 (4.0%)

1987 35 1 3,505,971 49,165 (1.4%)

6 5
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c. In order to encourage the participation of women in grant and loan

programs, we attend and participate in state meetings and

conferences. We have publications which describe in detail the B&I

Loan and SBIR Programs.

4. If your agency has programs relating to, or regulatory authority over,

the provision of commercial credit, in any form, describe any initiatives

undertaken by the agency, or subject to its programmatic or regulatory

authority, that are directed toward women business owners or that may be

more likely to affect such owners in any significant way. In your

response, please detail such program or authority and provide such

statistical or other data that may serve to describe the efforts of your

agency.

This particular one is not applicable to us.

5. Please list all types of data within the control of your agency regarding

women-owned businesses indicating the usage that your agency has for such

data, the sufficiency of the data, its reliability and any improvements

in data collection, retrieval or usage planned or desired by the agency

to better assist its efforts in this area.

We receive quarterly computer print-outs which indicate number of

contracts and dollar amounts to women-owned businesses. In addition, we

maintain capability statements and solicitation mailing list applications

in our agency. This information is used to make reports to the Small

Business Administration, othe, agencies, etc. and to use when making

referrals to our various sources. The SDBU Office is in the process of

establishing information regardirg our capability statements and

sclicitation mailing list aprIications.

Hopefully, this information will assist you with your upcoming hearings.

Sincerely,

N J. FRANKE, JR.

sistant Secretary
for Administration

Enclosures
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EXHIBIT I

tHenclinums camorremnrap AGRICULTURE
OW= Or TIN NICIIKTARY

WASHINGTON. 0. C. a0n0

SECRETARY'S MEMORANDUM 9700-1

Women-Owned Businesses

I PURPOSE

April S. 1144

To emphasize and encourage Federal sector efforts that will
improve government services to women business owners and assure
equitable procurement opportunities.

2 RESPONSIBILITY

The President has established a National Initiative Program on
Women's Business Ownership. One of the program's components is
the White House Interagency Committee on Women's Business
Enterprise. The Committee will promote, coordinate and monitor
Federal sector efforts on behalf of women business owners.

The Oepartment has been a strong advocate for women entrepreneurs
interested in contracting opportunities with USDA. In Fiscal Year
1983, our women-owned business goal was $17 million, and we
achieved $36 million, an increase of 211 percent over our
projection. Each USDA agency with procurement authority is
charged with the responsibility of continuing and furthering our
efforts on behalf of women business owners.

3 SCOPE

On June 20, 1983, the President stated "Small business is the
gateway to opportunity for those who want a piece of the American
dream. One of the most exciting trends in our country is the
surge in numbers and size of women-owned businesses. Alm..st 3
million women-owned businesses bring about S40 billion a year - a
solid contribution to the health of our economy at every level of
society." The President further directed the U.S. Small Business
Administration (SBA) to develop and conduct conferences for women
who are owners of their own businesses or hope to be in the
future. fambiligimeemewafkeemfmrences in major cities
throughout the country which have a large representation of
women-owned businesses. Three%successful conferences have already
been completed.

011111111VTION: 97
om OSOBU
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SM 9700-1

4 SPECIAL INSTRUCTIONS

Apr 1 4, 1984

a To comply with the President's initiative, I appointed the
Deputy Assistant Secretary, Marketing and Inspection Services,
as the Department's representative to the White House
Interagency Committee on Women's Business Enterprise.

b This Administration encourages all agencies to fully cooperate
with SBA by participating in as many of the conferences as
possible.

c The Office of Small and Disadvantaged Business Utilization is
coordinating the Department's effort at the conferences and
will be contacting the agencies in the near future.

d Your support of these conferences and the Department's
women-owned business goals would be an excellent way to
demonstrate agency backing for the President's initiative.

w_a24, e a42
SECRETARY OF AGRICULTURE

2
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EXHIBIT 2

FY 1986 F41987

W.O.B TOTAL DOLLARS

Percent of Total Procurement

e7,877,0v0

1.6 Y.

40.3d1.000

2.v %

32,20.000

1.5 %

38,784,000

av
Percent Exclud.no Food Commodlt:es 3.8 % 5.2 V. 3.0 7 4Aiti I

W.n.B. NUMBER OF ALTiONS 751 706

Percent of Total Procurement 4.3 % 3.4 7. 3.8 % 4.51%

Percent Excludlno Food Commodities 5.1 % 4.8 % 4.5 -.443 lk

8(a! W.O.B. TOTAL DOLLARS 4.5E10,000 9,994,000 6,3:2.000 13,898,000

Numoei of Actions 33 5'4 90 41$
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Honorable John J. LaFalce
Chairman, Committee on Small Business
House Of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

V L/
7141111111CRIITARY OF COMMERCE
Wa3Nrpton 0 C 20230

MAY 0 2 1988

"IV ED

19E38

Comma w.

Thank you for your letter regarding women's business
enterprise.

The Department of Commerce is proud of its work in sunport of
women's business ownership. In fact, our Assistant Secretary
for Administration, Ray Bulow, was named Women Business Owner
Advocate of the Year in 1985 by a national women's group.
Commerce's initiatives, among the most effective in the
Federal Government, are so extensive that I have enclosed a
chronology of the significant activities and achievements.
Since the signing of Executive Order 12138, the Department has
increased employee awareness of women's business enterprises
through the commitment of key personnel. Our managerent
efforts are supported by administrative policies and
procedures that require program and procurement personnel to
make effective use of available reference materials for
identifying women's businesses.

The Department also created new reference resources from the
NegaMarketplace series of national business conferences. As
co-convener of the conferences, together with state and local
government, Commerce brought government and industry together
with women business owners. The conference directories
provide not only government personnel with information about
additional businesses that can meet their agency's needs, but
also inform women of who is buying what in both the public and
private sectors.

Finally, we successfully use small purchasing as a way to
introduce businesses to our buying needs and to the Federal
contracting system. I think you will agree that the
Department of Co-serce's achievements in the promotion and use
of women's businesses are significant ones.

Thank you for the opportunity to tell you about our program.

Sincerely,

Ctu Jz.e..;_
Secretary of Commerce

Enclosure

75 YeJr, Stimuldung Amenca N PrOpeS, 19I MK
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Enclosure

1. Initiatives in response to Executive Order 12136.

o August, 1979 to June, 1981 - The Department of Commerce (DOC)
assigned a business specialist to design and establish a program
dee mown business owners in the OSDBU. Responsible
organization: Office of Small and Disadvantaged Business
Utilization

o January, 1980 - Published The Guide to the U.S. Department of
Immo. for Woman amain's, genera. Responsible organization:
Office of Business Liaison

o April, 1980 - Published A Directory of Federal Government
',sines! Assistance Programs for Women Business Owners.
Responsible organization: Economic Development Administration

o June, 1980 - Contributed to Annual Report to the President,
1112. The report, prepared by an Interagency Committee on
Women's Enterprise, oJtlined the efforts made by the Federal
Government to support Executive Order 12138. To quote from the
report, "Only SBA and the Department of Commerce had developed
say programa specifically related to women business owners.
/eighteen Commerce Department offices reported on efforts and
initiatives in support of the Executive Order. Responsible
organization: Office of Business Liaison

o October, 1980 - Women-Owned Businesses 1977 and Selected

t=texistics of Women-Owned Business 1977 published by the
of the CenSus.. The census of women-owned businesses is

conducted every five years to obtain basic economic data on
businesses owned by women. Responsible organization: Bureau of
the Census

o October, 1983 - Published ASK US, a listing of U.S.
Department of Commerce programs to aid women business owners;
one of cur most popular publications. Responsible organization:
Assistant Secretary for Administration

o January, 1984 to Present - Assigned a Women's Business
Specialist to OSDBU to manage Commerce Women's Business Program. ,

DOC is the oily Federal agency with this full-time position.
Kesponsible-brganization: Assistant Secretary for Administration

---
o March, 1984 - Organized a marketplace for a liVirti-lionse-
coneerenCe for women business owners. Responsible organization:
Assistant Secretary for Administration



653

- 2 -

o August, 1984 - Outreach to 10,000 women-owned businesses in
an effort to enhance the SBA Procurement Automated Source System
(PASS). Responsible organization: Assistant Secretary for
Administration

o August, 1984 - DOC members of Interagency Committee on
Women's Business Enterprise (IACWBE) initiated a study of PASS in
an effort to improve its response to women business owners.
Responsible organization: Intergovernmental Affairs

o September, 1984 - IACWBE published Women Business Owners:
Selling to the Federal Government, a 65 page handbook.
Responsible organization: Intergovernmental Affairs

o October, 1984 - IACWBE produced a series of one day
procurement conferences for women in 17 cities on how to sell to
the Federal Government. Responsible organization:
Intergovernmental Affairs

o October, 1984-1987 - Featured minority women business owners
at Minority Enterprise Development Week event. Responsible
organization: Assistant Secretary for Administration

o February, 1985 - Business America, a DOC publication,
featured an examination of the growing role of American women in
international business. Responsible organization: International
Trade Administration

o April, 1985 to present - Industry Advisory Committees for
Trade Policy, a cooperative effort of several Commerce offices,
continues to target business women with international trade
experience to serve on these important committees. Responsible
organizations: Assistant Secretary fur Administration

o May, 1985 - A low cost and successful forum for won
business owners was organized by the (OSDBU). The capabillties
of 150 businesses were matched with DOC program officers having
budget authority. Each attendee had at least two private
interviews with a DOC official. Responsible organization:
Assistant Secretary for Administration

o May 1985 111//0/11/6AASI.Jaieedkiiin oilDSAIPONDAd butanes+,AniNom, was distributed to heads of contracting
o___ces. It states that "All Department purchasing and
contracting offices are asked to take affirmative action to
assist women-owned businesses in securing a fair proportion of
the Department's procurements.. The new policy will insure that
women-owned firms are included on each procurement mailing list
and that all prime contractors will include women-owned firms on
their vendors lists for each requirement." Responsible
organization: Assistant Secretary tor Administration

C). 1". .."'
t .
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o Ju 4, 1985 Participated in a trade missi. i for women in the
service industries to London, Frankfurt and Madrid. Responsible
organization: International Tree Administration

o June, 1985 - Attended a World Congress of women Business
Owners in Madrid along with women from 18 nations. Responsible
organizations: Assistant Secretary for Administration and
Intergovernmental Affairs

o July, 1985 - Assistant Secretary for Administration,
Kay Bulow, was named 1985 Women Business Owner Advocate of the
Year by the National Association of Women Business Owners as a
result of her leadership at the Department of Commerce.
Responsible organization: Assistant Secretary for
Administration

o September, 1985 - DOC published an annotated bibliography of
literature related to women business owners. This was an effort
to prevent duplication of efforts in researcn; to provide a
research source for writers and women's program planners; and to
insure that statistics on women entree eneurs are maintained.
Responsible organization: Assistant Secretary for Administration

o September, 1985 - IIIKDApaqment published a directory of
*men business ovum' KW was to all-oautrazting office*
and to key persons in the p.Ablic and private sector. Responsible
organization: Assistant Secretary for Administration

o October, 1985 - Outreach to 25,000 women business owners,
continuing the effort to add to the PASS data base. There are
now 28,000 women-owned firms profiled in PASS out of the total of
143,604 businesses in PASS. Responsible organization: Assistant
Secretary for Administration

o Octobe,, 1985 - DOC participated in women's business
conferences in Kansas City and Syracuse. Responsible
organization: Assistant Secretary for Administration

o January, 1986 - Special efforts were made to include women in
the DOC Small Business Innovation Research Program. Responsible
org.nization: Assistant Secretary for Administration

o May, 1986 - amembligagmuLdwasuad, sseibliftOgetkiikcip, a
national procu,ement conference for women busirols owners, in
Washington, P i,. Computer matched attendees w...a a government
buy list and provided specially designed workshops for the
particular needs of women-owned small businesses. Responsible
organization: Assistant Secretary for Administration
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o May, 1986 - Published directory containing business profiles
of women attendees at MegaMarketplace. Also included were
listings of Fede,,l, prime contractor, state and local
government purchas lg and program officials. Responsible
organization: Assistant Secretary for Administration

o August, 1986 - Special efforts were made to include women in
the White Rouse Conference on Small Business. Responsible
Organization: Assistant Secretary for Administration

o April, 1987 - Sponsored, and continued as lead agency for, a
procurement conference for 1,G00 women inr g ton, 111,nNfasr1ff of the attendees were minority. Published

a directory featuring all conference attendees. Responsible
organization: Assistant Secretary for Administration

o May, 1987 -NeAddietliespAeFAViesk conference was held in
Los Angeles and a directory was published. All directories were
distributed to contracting offices. Responsible organization:
Assistant Secretary for Administration

o September, 1987 - A compendium of the two 1987
MegaMarketplace directories was published and distributed to all
participants and public and private sector purchasing offices. It
is now in its second printing. Responsible organization:
Assistant Secretary for Administration

o August, 1987 - liattliskred
limed Businesses,. As part of its economic census, the Census
Bureau examines how wome:: began their business, where they got
their money, their age, marital status, etc. Responsible
organization: Bureau of the Census

o Continuing efforts - The OSDBU routinely provides listings of
women business owners for contracting and program contracts and
opportunities to showcase goods and services for women Jusiness
owners from all areas of the country.

The Office of Business Liaison (OBL) offers monthly briefings for
National Association of Women Business Owners ;NAWBC) members
featuring DOC programs and services. OBL attends monthly NAWBO
meetings and includes NAWBO leadership in all mailings concerning
Commerce activities.
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Our assessment of each of these i.iitiatives as individual efforts
and as a whole is that they achieved their purposes very well. As
you can see from the statistics below, we have achieved
considerable progress by increasing general awareness of the
availability of women's businesses to meet our procurement needs,
and through our efforts to bring buyers and sellers together in
effective marketplace settings.

2. (a) Women-owned Business Contracting Information

Number Total Percentage ofof Actions Dollars Total Contracts

FY
FY
FY
FY

85 145 $ 7.0
86 193 13.1
87 196 20.0
88* 100 10.2

*(2 Quarters data)

million
million
million
million

Women-owned 8(a) Contracting Information

Number Total
of Actions Dollars

2.2%
3.4%
5.4%
5.0%

Percentage of
Total Contracts

FY 85 29 $ 2.6 million 43.4%
FY 86 49 5.5 million 55.4%
FY 87 58 8.8 million 56.9%
FY 88* 29 6.7 million 73.5%

* (2 Quarters data)

(b) Efforts made by Commerce to ensure that women-owned
businesses appear on bidders lists and are being forwarded
solicitation packages for contracting opportunities:

Acquisition Letter No. 25, Woman-owned Business Contracting
Initiatives, was distributed to heads of Commerce contracting
offices in May, 1985. The policy requires all Department
purchasing aid contracting offices to take affirmative action to
assist women's businesses in securing a fair proportion of the
Department's procurements by including them on procurement mailing
lists. Prime contractors are also required to include women-owned
firms on their vendor's lists for subcontracting needs.

A strong advocacy program, expressed during activities such as
annual goal setting and accomplishments reporting, and a
secretarial level Management by Objective process also figure
prominently in the Department's level of compliance with stated
goals and policies.

664
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(c) Total subcontracting commitments since FY 85: $97,184,148.
Prime contractors are encouraged to make use of women's businesses
through standard contract clauses covering the use of these
enterprises and by our efforts to include as many primes as
possible at our marketplace events.

3. Agency grant programs do not currently emphasize the collection
of data relating to the gender of the recipients.

4. Programs relating to commercial credit - Not applicable

S. The primary source for achievement data related to women-
owned businesses is our procurement data base. This data is
considered very reliable by the Department and serves as the basis
for our annual goal projections, quarterly Management by Objective
reporting and annual report to the SBA.
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OFFICE OF THE UNDER SECRETARY OF DEFENSE FOR ACQUISITION

Of FIZZ OF S AND
°MAW/ AN I AGED OUSINLAS

UTILIZATION

WASHINGTON DC 20301-3061

Honorable John J LaFalce
Chairman, Committee on Small Business
House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

2 MAY 1::,913

Please refer to your letter of April 19, 1988 to the Secretary
of Defense, Department of Defense (DoD), which informed us that your
committee has scheduled a series of oversight hearings on the
subfect of women's business enterprise, which, in part, will deal
wit! government policies and programs affecting women businessowners. Further, your letter requested that we supply the Committee
on Small Business with answers to five numbered questions.

We are delighted to furnish information on DoD accomplishments
on the subject of women's business enterprise. Women-owned
businesses play an increasingly important role in DoD procurements.
Much of the bAlo,:ess is the result of the presidential authority of
Executive Order 12138 of May 18, 1979, by which departments and
agencies were directed to take affirmative action in support of
women's business enterprise in appropriate programs and activities,
including, but not limited to, procurement. This program was
strongly embellished by Executive order 12426 of June 22, 1983,
which established the President's Advisory Committee on Women's
Business Ownership. Since inception, DoD has strongly adhered to
the intent and spirit of these executive orders and our procurement
accomplishments in this program reflect it. Though we will discuss
some of the details more fully later, we would like to provide an
order of magnitude of program growth. In FY 1979, in response to
the executive order, the DoD purchased $70.6 million in products and
services from women-owned business firms. This significant
achievement has continued through the concerted efforts of field
commanders, small business specialists, contracting officers, and
many other specialists who take the women-owned business program asa serious matter. Through their abundant energies, the DoD, in FY
1987, awarded over $1.1 billion to women-owned business firms, a new
Fedcral record that is, indeed, exceedingly satisfying. From the
vantage point of FY 1988 experience, there is no reason why this
progress should not continue through the current and succeeding
years.

To facilitate your review, we will repeat your question, which
will Je followed by our response:
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Question 41 - Executive Order 12138 requires that each Federal
department and agency "take appropriate action to facilitate,
preserve and strengthen women's business enterprise and to ensure
full participation by women in the free enterprise system." Please
identify every initiative your agency has undertaken pursuant to
this executive order, the impact of the initiative, the office
responsible for the initiative, your assessment of the success or
failure of each, and your recommendations for future initiatives.

Besponse #1 - Since inception of the program, hundreds of DoD
initiatives have been undertaken by hundreds of field activities
authorized to purchase products and services. These initiatives vary
location to location to meet the individual needs of buying
activities. It would be almost impossible to capture all of the
initiatives since 1979; however, we can cite some of the major
initiatives, and by doing so, place the program into proper
perspective.

o Establish Regulatory Basis for DoD_Women -owned Business
Proaram - DoD first issued guidance to procurement personnel in
1979. That guidance can currently be found in Subpart 19.9,
entitled Co tracting Opportunities for Women-Owned Small Businesses,
of the Federal Acquisition Regulation (FAR). Enclosure 1 covers FAR
references to women-owned small *Jsiness, specifically Subpart 19.9,
Subpart 19.304 (Solicitation :revisions), and Subpart 52.219-3
(Women-owned Small Business Representation). This initiative
continues to work very well and certainly will continue to be a part
of the regulatory requirements affecting operational personnel.

o Alter Reporting Statistics to Reflect the Women-owned
Business Proaraa - During 1979, DoD also developed guidance to field
personnel to capture procurement statistics on awards to women-owned
businesses. The guidance can currently be found in Subpart 4.6,
entitled Contract Reporting, of the Defense Federal Acquisition
Regulation Supplement (DFARS). Enclosure 2 is an extract of DFARS,
which provides guidance to procurement personnel on coding contract
awards to women-owned businesses. The vehicle for collecting award
data on contracts exceeding $25,000 is DD Form 350, Individual
Contract Action Report, a copy of which is appended as Enclosure 3.
Periodically, the DD Form 350 is modified as need for new data is
generated. There is no plan to change our collection data for
women-owned small business, inasmuch as the current system suffices.

o Establish Goals - Since inception of the program in FY
1979, the DoD planned to set women-owned business goals for the
Military Services and the Defense Agencies. Beginning in 1980, all
field activities were assigned annual goals and developed very
active programs in fulfilling women-owned business goals. The
annual goals assigned to individual activities were generally met,
but not always met. However, even when not met, the DoD aggregate
of dollars flowing to women-owned business invariably exceeded the
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goal. Enclosure 4 reflects performance against goals. Even though
the goals were most challenging, they were exceeded year after year.
They were only attained through careful nurturing of individual
firms by small business specialists. At times, we were astounded at
our success, especially since wailiff=afehid-businesses;--as-a
coktectkvityrignet7MAIIUTNettire the defense' products -we purchase.
In -thrnestr-luturerve -expect-a--leiveling off-of-awards to
-womerp-eninedr-bUsiness;'unrelArthers -is-a 'substantial growth of
manufacturers -in'that-businekUsecibt. Our goal setting program for
women-owned business proceeds well. We do not plan to alter the
program, which is geared to the concept of assigning challenging
goals to the Army, Navy, Air Force, and the Defense Agencies.

o Develop Outreach Programs - Outreach is the term
generally used to describe the actions taken by DoD activities to
identify and encourage business firms to compete for government
contracts. In its broader crntext, outreach also includes actions
taken by the DoD to assist contractors that are doing business with
the government, including women-owned small buOinesses, in resolving
problems encountered in the performance of their DoD contracts.
Inherent in the concept of outreach is building relationships with
other activities for the furtherance of small and disadvantaged
business. The success of the DoD Small and Disadvantaged Business
Utilization Program is properly traceable to the integral part
played by outreach programs.

Outreach programs vary location to location as the result of
the types of commodities, systems, or services procured and the
supply demands placed upon procurement activities. A typical
outreach program at the local level would include: the day-to-day
Pffitrilirciraatalogle and similar references for new sources; a
toll-free-numbek in place to assist firms desiring to do business
with the government: active participation in numerous Federal,
state, and other procurement-conferences; liaison with other
government agencies, such as the Department of Commerce and the
Small Business Administration:lin-Upon-door-policy on counseling
business firms; assisting local and ovate governments by providing
training -to- -their procurement specialists so that they can more
effectively-counsel-their-clients on doirg business with the
government; sponsoring-commodityitrade-fairslat the local activity;
and engaging in national outreach efforts to the extent practicable,
since this activity will be constrained at times as a result of
limited resources and travel funds.

Special outreach efforts are frequently undertaken to address
known procurement deficiencies, such as a paucity of sources for
competition, a lack of interest by inauulry in doing business with
the government, a surge of military requirements in new commodity
areas, and a lack of in-depth knowledge of the nature of certain
highly specialized industries. At times there is an urgent need to
identify the composition of an industry, such as clothing and
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apparel, or the ethnic display of individual industries for purposes
of attracting new firms or reducing historic barriers to
competition. To assure success of special outreach programs, DoD
has utilized the services of Dun and Bradstreet, Boone Young and
Associates, and others.

DoD outreach requires continuous coordination and cooperation
among all participants. In order to provide responsible and
responsive counseling and assistance to the broad variety of
business firms included in the DoD Small and Disadvantaged Business
Utilization Program, small business specialists must have an
intimate knowledge of the entire DoD acquisition process, technical
data, marketing strategies, production processes, contract pricing,
financing concepts and practices, quality assurance requirements,
and the Federal cataloging and supply systems. They must know who
buys what, not only within their assigned activity, but also the
Military Services and other Federal agencies. They must also know
the types of managerial and financial assistance that are available
from the Small Business Administration, Department of Commerce, and
other Federal agencies. For the individual activity, maintaining
currency in these various and dynamic areas requires day-to-day
rapport and coordination with other disciplines within their own
activity, with the Military Services, and with other Federal
agencies. In addition, as a result of the intensive interest by the
Congress in small business matters, DoD small business specialists
have many opportunities to coordinate with and support members of
Congress, particularly in conducting procurement outreach
conferences and in assisting in the resolution of problems referred
to members of Congress by representatives of small business and
other firms.

To be successful in these efforts, DoD small business
specialists must coordinate their program implementation concepts
and procedures. coordination to this extent serves to maximize the
returns from their efforts, to optimize the expenditure of
resources, and avoid duplication. For example, when one of the
Military Services is designated as coordinator for a Federal
Procurement Conference sponsored by Congressional representatives,
coordination is effected with the Department of Commerce for Federal
civilian agency participation, the Small Business Administration,
and other agencies within DoD, including the other Military Services
and the Defense Logistics Agency.

DoD small business spucialists, in pursuing their individual
outreach programs in support of women-owned enterprises must
maintain effective lines of communication with other small business
specialists within the DoD and the Federal agencies. This is a very
critical element in assuring program effectiveness and efficiency.
The magnitude and complexity of some of these outreach programs
require extensive interplay, not only at the working levels, but
also at the highest levels of management to facilitate the
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coordination of day-to-day activities. To that end, DoD routinely
publishes current rosters of personnel assigned to the DoD Small and
Disadvantaged Business Utilization Program. The title of that
publication is Small Business Specialists (see Enclosure 5). It is
frequently used in connection with advancing women-owned businesses.

Some of the programs that actively involve DoD small business
specialists in outreach endeavors stem from the White House Small
Business Conferences, Carribean Basin Initiative, Puerto Rico
Initiative, Southwest Border Initiative, and other White House
Initiatives, such as the Interagency Committee on Women's Business
Enterprise, a committee on which DoD serves as an active member.
Other programs stem from sponsoring or supporting procurement
outreach conferences and trade fairs, involving members of Congress
and other Federal agencies, including the Department of Commerce.
Some outreach involves such technical specialties as contract
financing, size standards, and the Certificate of Competency, which
requires extensive coordination with the Small Business
Administration. Other outreach efforts involve American Indian
tribes, Federal Prison Industries, the National Industries for the
Blind, the National Industries for the Severely Handicapped, and
cooperative agreement and procurement outreach programs requiring
interface with many state and local governments, especially economic
development agencies.

One of the most important ways DoD keeps abreast of outreach
endeavors is through the strong support given to the thirteen OSD
sponsored Small Business Area Councils organized throughout the
country. DoD small business specialists contribute considerably to
the success of these councils. They also learn from other Federal
agencies at these councils, which have proven to be most effective
in developing and maintaining good working relationships with
counterpart small business specialists throughout the Federal
government. DoD small business specialists frequently use these
councils as a forum to advance the women's business enterprise.
Outreach programs within the DoD have contributed considerably to
strengthening women-owned businesses. Inasmuch as outreach
approaches have been so helpful in promoting awards for women-owned
businesses, we do not intend to diminish our efforts in this area.

o Develop Program Statistics - One of the key initiatives
relates to the orderly gathering and analysis of data affecting
women-owned business. By maintaining close tabs year after year, we
are able to place the women-owned small business program in
perspective as a proper subset of all small business. Women-owned
small busi have, in defense business, grown rapidly as
compared with non-women-owned businesses. Enclosure 6 is a display
of the DoD Women-owned Small Business Program, compared with total
business awards by the DoD for each fiscal year, beginning FY 1979
and ending FY 1987, with small business awards for the same period,
with small disadvantaged business awards, and with awards to



663

6

women-owned business as a percentage of total awards, small business
awards, and small disadvantaged business awards.

Question 412 -*Please supply the Committee with the following
information for each of the last four years:

a. the number, total dollars, and relative percentages such figures
represent for all contracts awarded by your agency to women-owned
busi s identifying separately awards made pursuant to section
8(a) of the Small Business Act;

b. the efforts made by your agency to ensure that women-owned
businesses appear on government bidders lists and are being
forwarded solicitation packages for contracting ol.portunities:

c. total dollar amount of subcontracting commitments made by large
prime contractors with your agency and efforts to encourage primes
to utilize women-owned small business concerns.

Response - Enclosure 7 displays the DoD awards over $25,000
to women-owned small business and women-owned small business 8(a),
as compared with total business, small business, and small
disadvantaged business awards for FY 1984, FY 1985, FY 1986, and FY
1987. The'growth rate for that period-is-16:0% -for women-owned small
business and 38.0% for women-owned small business under the 8(a)
'program. The growth rate for total awards during the same period is
2.6%. For the longer period covered under Znclosure 6, that is, FY
1979 - FY 1987, the growth rate for women-owned small business is
41.2% as compared with the growth rate of 11.2% for total awards.
Both Enclosures 5 and 6 reveal that awards to women-owned businest
as a percentage of total awards made by*the DoD to domestic industry
frirass than 1%, which we find neither disturbing or alarming, even
though women-owned business in the United States now represent about
25% of domestic small business. The-current-makeup of women- owned
busined8-tevilli-that-i-very small portion relates to manufacturing
'of-products-and-commodities purchased by the DoD: As indicated
above, a quantum leap in the percentage of women-owned business
awards-to-total-DoD-awards-will only be possible through major
restructuzing of the women-owned business sector.

Much of the goods and services procured by the DoD is through
the use of bidder's lists coded to the appropriate Federal Supply
Class (FSC). All of our buying activities maintain bidder's lists
to assure that our supply needs are met, with competitive prices
offered by bidders. The oleratives in the DoD purchasing community
are very attentive to the maintenance of bidder's lists, the basis
for which resides in the Standard Form 129, Solicitation Mailing
List Application. These lists identify whether a firm is small
business, other than small business, disadvantaged business, and
women-owned business. Throughout the DoD, there is no problem in
women-owned businesses receiving solicitation packages for
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contracting opportunities. In general, our bidder's lists are
monitored very closely. when women-owned business firms are
identified, they are quick to be added to the bidder's lists. We
feel that much of our success with the women-owned business program
is traceable to the attention paid to these lists at all of our
buying activities.

In FY 1987, the DoD prime contractors awarded a total of $53.1
billion in subcontract awards, of which $21.6 billion or 40.6 went
to small business. In FY 1986, the DoD prime contractors awarded
38.5% of subcontract awards to small business. We do not collect
data for-subcontract awards-tC-Women-owned business because'we-lack
authority to do'so. The DoD,-however, within'its statutory'
authority encourages defense prime-contractors'td-develop-a-viable
women-owned small business program designed-to-increase-the-number
and dollar awards to women-ownad small- business'. Some-defenell-prift
contractors have established voluntary programs-to-do thisrhowever,
without a mandatory program, they are not eager to seize the
-initiative in this area because of cost and othbr reasons. Some
firms are quick to indicate that fragmenting the purchasing'activity
to assure that data on women-owned business are collected is, not-
high on the action agenda.

Question 83 - If your agency makes grants or loans, please
supply the following information for each of the last four years

a. the number, total dollars, and relative percentages such figures
represent for all such grants or loans made to women-owned
businesses;

b. efforts made by your agency to encourage the participation of
women in grant and loan programs.

Response *3 - The DoD does not make grants or loans to U.S.
business firms.

Question 14 - If your agency has programs relating to, or
regulatory authority over, the provision of commercial credit, in
any form, describe any initiatives undertaken by the agency, or
subject to its programmatic or regulatory authority, that are
directed toward women business owners or that may be mom likely to
affect such owners in any significant way. In your response, please
detail such program or authority and provide such statistical or
other data that may serve to describe the efforts of your agency.

Response 84 - The, DoD is not engaged in commercial credit and
related activities.

Question 85 - Please list all types of data within the control
of your agency regarding women-owned businesses indicating the usage
that your agency has for such data, the sufficiency of the data, its

6 t
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reliability and any improvements in data collection, retrieval or
usage planned or desired by the agency to better assist its efforts
in this area.

Response 15 - The-DoD-uses DD Form-150-as its principal device
to capture data on women-owned business-awards. It has been a very
successful device over the years. We anticipate no major changes to
it. Periodically, as new legislation comes into being, certain
adjustments are made to the DD Form 350. Currently, modifications
to the form are being made to reflect Public Law 99-661 and Public
Law 100-180. These modifications affect small disadvantaged
business and historically Black colleges and universities and other
minority institutions. We consider the data collected as both
sufficient and reliable. One improvement in data collection relates
to defense subcontracting. As discussed above, prism contractors
are not required to report subcontracting awards to women-owned
small businesses, that is, it is a voluntary, not a statutory;
program.

In summing up, we would be remiss if we did not affirm that the
DoD maintains a high degree of visibility for the women-owned small
business program, which is an integral part of the way we do
business. As indicated above, we have assigned goals since FY 1980
to our buying activities for awards to women-owned small business.
Further, we expend considerable resources in identifying and
providing counseling to women-owned small business on prime and
subcontracting opportunities. It is not by accident that three of
our major small business publications bear the name of women-owned
business on its covers. They are: $mall Business Specialists; Guide
to the Defense Contractina Reaulations for Small Business Small
Disadvantaged Business. Women-owned Business (Enclosure 8); and
Guide to the Defense Contract Finance Regulations for Small
Business. Small Disadvantaaed Business. Women-owned Business
(Enclosure 9). The visibility of women-owned business is
accentuated by our publications, as well as by our procurement
conferences (congressionally sponsored and others) and periodic
training conferences for our small business specialists situated at
contracting and contract administration activities.

The Department of Defense is pleased to furnish information on
the subject of women's business enterprise.

Sincerely,

HORACEja. CROUCH
Director

Enclosures
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FAC 84-21 AUGUST 29, 1986
19108 FEDERAL ACQUISITION REGULATION (FAR)
whether its contractor shall be required to provide a quisition is accomplished using the procedures of this
performance bond subpart
19.808 Preaward considerations (b) The contracting officer shall insert the clause at

The contracting officer should request a preaward 52 219-12, Special 8(a) Subcontract Conditions. in con-
survey of the SBA's contractor whenes er considered tracts between the SBA and its 8(a) contractor
useful A cognizant contract administration office may
be requested to assist in resiewing a specific element of
responsibility

19 809 Preparing the contracts
19 109-1 General

(a) fhe contract to be ass irdcd by the agent.) io ihi
SBA shall be prcparcd in accordance ssith agency pro
cedures and in the same detail as would he required in
a contract with a bus less concern The contracting
officer shall um. the Standard Form 26 as the award
form, except for construction contracts, in atm h case
Standard form 1442 shall be used as required in
36 701(b)

(b) fhe agency shall prepare the contract that the
SBA will award to its contractor in accordance with
agency procedures. as if the agency were awarding the
contract direct!, to the SBA s contractor cxcept for the
following

(I) The award form shall cite 41 U S C 25310(5) or
10 U S C 2304(c)(5) (as appropriate) as the authority
for use of other than full and oper competition

(2) sppropnate clauses shall he included, as neces
nary. to reflect that the contract is between the SBA
and its contractor

(3) The following items shall be inserted by the
SBA when it makes the award

(1) The SBA contract number
(II) The effective date
(in) The tsped name of the SBA 5 contracting

officer
(iv) The signature of the SBA's contracting offi-

Cer

(v) The date signed
(4) At the same time the items in subparagraph (3)

above are completed, the SBA will obtain the signa-
ture of its contractor on the Contract

(5) If the contract is for construction work. r shall
Include requirements of the Miller Act with respect
to performance and payment bonds (see Part 28)

19 809-2 Contract clauses.
(a) The contracting officer shall insert the clause at

52 219-11, Special 8(a) Contract Conditions, in con-
tracts between the SBA and the agency when the ac-

19 22

6

19 810 Contract administrant.-
(a) The contracting officer shall assign contract ad-

ministration functions, as required. based on the loca-
tion of the SBA 1 contractor (see DOD Directory of
Contract Administration Services Components (DOD
4105 59 II) )

(b) 1 ht. 1.01111.11.i lor the SI1A and its contractor shall
be provided to the SBA along with the one between
the SBA and the agency, and shall be distributed by
the SBA Both contracts shall he executed and distrib-
uted in accordance with Part 4

(c) To the extent consistent with the awarding agen-
cy s capability and resources, SBA contractors furnish-
ing requirements shall be afforded production and tech-
nical assistance, including, when appropriate. identifica-
tion of causes of deficiencies in their products and
suggested corrective action to make such products ac-
ceptable

SUBPART 19.9-_CONTRACTINGOPPORTUPO:
TIFS FOR WOMENOWICIar SMALL-BUSI-
IsTESSEI

19.901Paley.
In response to the need to aid and stimulate women's

business enterprise, Executive Order 12138. May 18,
1979 directs agencies to take appropriate action to fa-
cilitate, preserve, and strengthen women's business en-
terprise and to ensure full participation by women in
the free enterprise system Appropriate action includes
the award of subcontracts under Federal prime con-
tracts

19.902'rentrienfiire"."
To encourage the use of women-owned small tiusiiigs-

Tsin subcontracting; the contracting-officer khall'insert
219-137Utilizatioof- omen-0v7iied

Small Businetses7in-solicitations and contracts when the
"-Folifiact-amount is expected to exceed the small purchase
limitation; except-

(a) Contracts that, including all subcontracts thereun-
def,-are to be performed entirely outside the United
States, its possessions, Puerto Rico, and the Trust Tern-

noryof the Pacific Islands; Sod
(b)-Contracts for personal services

-

(snit/ )
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FAC 84-12 JANUARY 20,1986
19.343 FEDERAL ACQUISITION REGULATION (FAR)

IThe SBA decision, if received before award, will apply to
the pending acquisition SBA rulings received after award
shall not apply to that acquisition

0) A protest which is not timely, even though re-
ceived before award, shall be forwarded to the Small
Business Administration regional office (see

19 302(cgl) above), with a notation on it that the pro.
test is not timely The protestant shall be notified that
the protest cannot be considered on the instant acquisi-
tion but has been referred to SBA for its consideration
in any future actions A protest received by a contract-
ing officer after award of a contract shall be forwarded
to the Small Business Administration regional office
with a notation that award has been made The protes-
tant shall be notified that the award has been made and
that the protest has been forwarded to SBA for its

consideration an future actions

19.303 Detennhaing product or service classifications
(a) The contracting officer shall determine the appro

prate product or service classification and related small
business size standard and inclJde them in solicitations,
except when small purchase procedures are used

(b) If different products or services are required in
the same solicitation. the solicitation shall identify th-
appropnate small business size standard for each prod-
uct or service

(c) The contracting officer's determination is final

unless appealed as provided below
(I) If the solicitation period is longer than 30 days.

the appeal must be filed not less than 10 business
days before the bid opening or proposal submission
date. If the solicitation penod is shorter than 30 days.
the appeal must be filed not less than 5 business days
before the bid opening or proposal submission date

(2) The appeal shall be in writing and shall be ad-
dressed to the Office of Hearings and Appeals. Small
Business Administration, Washington, D C 20416
No particular form is prescribed for the appeal
However, time limits and procedures set forth in SBA's
regulations at 13 CFR 121.11 are strictly enforced. The
appellant shall submit an Original and one legible copy
of the appeal. In the case of telegraphic appeals, the
telegraphic notice shall be confirmed by the next day
mailing of a written appeal, in duplicate The written
appeal must contain the following certification: "I
nave read this document and, under penalty of perjury
and the sanctions impoSed under IS U.S C. 1001, of
which I am aware, I certify that, to the best of my
knowledge, the statements made therein are true and
correct, and that this document is not being filed for
the purpose of uelay or harassment." The appeal shall
include

(i) The substance and date of the determination
being appealed,

(ii) The number and date of the solicitation, and
the name. address, and telephone number of the
contracting officer.

19.10

88-199 0 88 22

(iii) The reasons why the contract rig officer's
determination is alleged to be erroneous.

(iv) Documentary evidence to support the alle-
gation, and

(v) The name, address, and telephone number of
the appellant, and

(vi) A statement certifying that copies of the ap-
peal have been provided the contractng officer
(3) The Office of Hearings and Appeals will notify

the contracting of facer of the date it received the appeal
and the docket number assigned The contracting of-
ficer's response, if any, to the appeal must include ap-
propriate argument and evidence. must include the cer-
tification an paragraph (cR2) above, and must be filed
with the Office of Hearings and Appeals no later than
5 business days after receipt of the appeal The Office
of Hearings and Appeals. if possible, will inform the
contracting officer of its ruling on the appeal before
the end of the solicitation period The SBA decision. if
received before the date of feres are due, shall be con-
sidered final and the solicitaion shall be amended to 01
reflect the decision and (a) change the date offers are
due, if appropriate SBA rulings received after the due
date shall not apply to the pending acquisition, but
shall apply to future acquisitions of the product or ser-
vice

19.304Soileitation provisions
(a) The contracting officer snail insert the provision

at 52 219.1, Small Business Concern Representation, in
solicitations when the contract is to be performed
inside the United States. its territories or possessions,
Puerto Rico, the Trust Territory of the Pacific Islands.
or the District of Columbia

(b) The contracting officer shalt insert the provision
at 52 219.2, Small Disadvantaged Business Concern
Representation. in solicitations (other than those for
small purchases), when the contract is to be performed
inside the United States, its territories or possessions.
Puerto Rico, the Trust Territory of the Pacific Islands,
or the Distract of Columbia

(c) The-contractmg-oflicer-shallAnsert-the-provuon
ar52 219-3: Women-Owned Small Business Represents,

rum-in-solicitations (other than -those-forsmallpurn
'Chases), when the-contract- is- to-be performednnside
the United States, its temtones or possessions, Puerto
Leo. the Trust Territory of the Pacific Islands, or the
Dotnet of Columbia

SUBPART 19.4COOPERATION WITH THE
SMALL BUSINESS ADMINISTRATION

19.401 General.
(a) Th. Small Business Act is the authority under

which the Small Business Administration (SBA) and
agencies consult and cooperate with each other an for-
mulating poll,. s to ensure that small business and
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(R 7-104 27(c))
15011-2010

52.218 Ilisaned.

52.219-I Small Business Concern Representation.
As prescribed m 19.304(a), insert the following provision

SMALL BUSINESS CONCERN REPRESENTATION
(MAY 1986)

The offeror represents and certifies as pan of us offer
that it 0 is, 0 is not a small business concern and that
0 ad. 0 net all tad MOM to be furnished will be manufac
tund or producro by a small business concern m the United
Stases, its terrisones or possessions, Puerto Rico, or the
Trust Ternary of the Pacific Islands "Small business con-
ceit,- as used in this provision. mems a conceal, including
us affiliates, that is independently owned and operated. not
dominant in the field of operation in which it is bidding
on Government contracts, and qualified as a small business
under the um standards in this solicitation

(End of provision)

52.219-2 Small Dleedvastaged Nosiness Concern
Repremetethea,
As presenbed in 19 304(b). insert the following provi-

sion in solicumnosis (other than thole For small pandas).
wiles the COMM is ID be performed inside the United
States, its altfilOtki or possessions. Puerto Rico. the Trost
Tertiary of to Pacific Meade, or the Dannet of Colorno
SMALL. DISADVANTAGED BUSINESS CONCERN

REPRESENTATION (APR 1984)
(a) Represeriaucia. The offeror represents that it 0 is.

0 a not a small disadvantaged business concern
(b) Dellnurons
"Assn -India American," as used in this provision,

mesas a Liaised Sates omen whose enema are in India.
Piketon, or Impledesh.

"Astemfaeille American," as used in this provision.
means a United thaws clean whose origin are in lapin.
Chum, doe Kona, Sam* Gunn, the
U S. Trost Unitary of the Pane Maids, the Nathan
Mariana lined% Laos, Cmilloilk or Taiwan.

"Native Ameriems," as used is this provision, mew
American Wiens, Eskimos, Alen, and native Hawaiians.

"Small banana concern," as wad in this provision.
TOMS a concern, Including in affiliates. that is mdepandent.
ly owned sad operand, not dominant in the field of opera-
tics in which it Is adding on Government coolness, and
qualified ma mail business mike the criteria and sae nen-
dards in 13 CFR 121

52-64

6 73

APRIL 16, 1987

FEDERAL ACQUISITION REGULATION (FAN

"Small disadvantaged business coacern," as used***
provision, means a small busmen camera that (I) is at hot
51 percent owned by one or more adividuels who are both
socially and economically *advantaged, or a publidy
owned business Mang at lam 51 penile of its stock seal
by one or more socially and econo mically disadvaneiged
individuals and 12) has its management and daily business
controlled by one or more such urianduala.

lc) Qualified maps The offeror shall presume that
socially and economically disadvantaged indoischsels include
Black Amencatis. Hispanic American. Native Antennas,
Aron-Pacific American. Aroin-Indian Americans, and
other individual., found to be qualified by the SBA under
13 CFR 124

(Fed of provisson)
IR 7.2003 74 1980 AUG)

(R 3-501(bX3). Part IV, Section K, (MB) 19110 AUG)

522I93WoompOlind-SeeN intasala
Repressanthen,
As prescribed in 19 304(c). insert the following provi-

sion in solnitations (other than those for small pirchases),
when the contract is to be performed made the United
States, its letta01111S or possessions. Puerto Rice, the Tens

Territory of the Pacific Islands, or the Damn of Columba-
WOMEN-OWNED SMALL BUSINESS

REPRESENTATION (APR 1914)
(a) Represents:sow The offeror maroon s that it 0 is,

O is not a women-owned mall business concern
(b) Definitions.

"Small business concern," as used in this monism,
mem a roman, including as affiliates, Mat es independent-
ly owned sad operated. not damning in the field of opera-
tion in which it is bidding on Government contracts, and
qualified as o small business under the criteria and size stan-
dards in 13 CFR 121

"Women-owned," as used in this provision, means a
small business that is at least 31 percent owned by a woman
or women who are U S amens and who also control and
operate the business

(End of Provision)
(R FPR Temp Reg 48 1978 DEC)

52.219-4 Notice of Sore Busker -Suall Paschen
Sat-Asfda.
As prescribed in 19 501(a), insert the following posi-

tion in each written solicitation of quotation or offers. I
NOTICE OF SMALL aUSINESSSMALL FURCHASn

SET-ASIDE (APR 1914)



669

DAC f86-6, 1 SEPTEMBER 1987 4.6-26

(v) Use code 5 if not awarded to small business for any other
reason.

(3) Item D3, Small Disadvantaged Business.
(1) Enter code 1 if the contractor is not a smell disadvantaged

business concern in accordance with the representation required in FAR
19.304(a).

(ii) Enter Code 2 if the contract was awarded to the U.S Small
Business Administration (SBA) pursuant to Section 8(a) of the Small
Business Act (FAR 19.8).

(iii) Enter code 3 if the award is not an SBA 8(a) award but is
made to a firm determined to be a smell disadvantaged business concern
in accordance with the representation required in FAR 19.301$(b).

(4) Item D4, Reason Not Awarded to Small Disadvantaged Business
Concern. If the action was not awarded to a small disadvantaged
business concern, enter an appropriate code from the available codes
below. Otherwise, leave blank.

(1) Use Code 1 if there was no known small disadvantaged
business scuroe.

(ii) Use Code 2 if there was a known small disadvantaged business
source but it was not solicited for a bid or proposal.

(iii) Use Code 3 if a small disadvantaged business concern was
solicited, but no bid or proposal was received from such concern, or
the concern did not offer sufficiel.`, quantity to cover the total
requirement but received an award for the portion bid on.

(iv) Use Code 4 if a small disadvantaged business concern was
solicited but the low or most advantageous offer was not from a small
disadvantaged business concern.

(v) Use Code 5 if not awarded to a small disadvantaged business
for any other reason.

FroT-tee 5716ileir-Owned-Stmall"Business.
(1) /Enter Code 1 if the contractor's response to FAR 52.219:3

indicates the firm is not a women-owned all business/
Epter code 2 if the response to FAR 52.219-3 indioatesin

the -a ffirma tive that the contractor is a women-owned small businesi.
(iii) EntX1r-Ccidi-3if the cifoivaiion is not available boom:sett%

contractOrdid not complete the certification under FAR 52.219-3.
(6) Item D6, Small Business Set-Aside Preference.
(1) Enter Cod* 1 if the solicitation/award was not totally or

partially set aside for small business pursuant to FAR 19.502-2, FAR
19.502-3, and 20.70.

(ii) Enter Code 2 if the solicitation/award was totally set aside
for smell business pursuant to FAR 19.502-2.

(iii) Enter code 3 if the solicitation/award was partially set
aside for smell business pursuant to FAR 19.502-3 and 20.70.

(7) Item D7, Subcontracting Plan for Small and Small
Disadvantaged Businesses. Enter the appropriate code as follows:

(1) Enter Code 1 if a subcontracting plan was not included in
the contract because subcontracting possibilities do not exist (FAR

19.706).

DOD FAR SUPPLEMENT
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WOMEN-OWNED SMALL BUSINESS PROGRAM
CONTRACT AWARDS AS COMPARED TO ESTABLISHED GOALS

FISCAL
YEAR

(DOLLARS IN MILLIONS)

WOSB WOSB
AWARDS GOALS ACCOMP

1979 $70.6 N/A N/A,

1980 $192.4 $124 55.01

1981 $336.1 $235 143.10%

1982 $401.8 $305 131.!7%

1983 $527.3 $420 25.51
1984 $718.7 $550 130,7%

1985 $897.5 $735 122.11%

1986 $1,100.0 $925 118.9%

1987 $1,114.5 $1,000 111.5%

1988 $1,100 'N /A

0



DoD WOI- EU- GWaED SMALL BUSINESS PROGRAM COMPARED TO
TOTAL BUSINESS, St1hLL bUSINLSS, ;.MALL D1SADVANTAGLD nusincss AWARDS

1,OLLARS IN MILLION)

GROWTHFY 1979 FY 1960 L4 :331 FY 1982 rY1903 FY 1904 FY 1965 FY 1986 FY 1987 KATZ

Total Awards $58.544 $66,72; 48- ;95 6102 463 5121,096 $121,912 $139,587 $136,497 6135,340 11.0%

WI :wards 412,171 4:3,568 447, '7; ;20,143 $22,769 423,516 426,049 $26,914 $26,624 10.3%

SOS Awards' $909 $1,207 41,674 $2,187 42,390 52,410 42,899 $3,122 53,:i17 17.6%

NOSS Awards 410 6 $192 1 8-23o I $4C1 8 4527 3 ;128 I 4897 S 41,100 0 $1,114.5 41.2%

4 of Total 3 12t 0 29t 39 :: 39e 0 14 0 S8. C 64. 0 811 0.82%

4 of SS 0 6t 1 4t 1 9t 2 0! 2 3. 3 0 3 4, 4 It 4.2%

% of SOB 7 8t 15 9t 1' 9i 10 4t 22 it 26 5t 31 Ot 35 2% 33.6%

* Small Dla.,-./antagod 1s3Ltnebs data 11,,udes awards mad, und,_r cho 8(8) program
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DoD AWARDS OVER 525 THOUSAND TO WOMEN-OWNED SMALL BUSINESS,
WOMEN-OWNED SMALL BUSINESS 8(A) AS COMPARED TO

TOTAL BUSINESS, SMALL BUSINESS AND
SMALL DISADVANTAGED BUSINESS AWARDS

(DOLLARS IN MILLION)

FY 1984 FY 1985 FY 1986 FY 1987
GROWTH
RATE

Total Awards $114,926 $129,093 $126,005 $124,178 2.6%

SB Awards $13,512 $20,384 $21,166 $20,530 3.5%

SDB Awards* $2,491 $2,693 $2,911 $3,072 7.2%

WOSB Awards $552.3 $698.3 $875.9 $862.5 16.0%

% of Total 0.48% 0.54% 0 70% 0.69%

% of SB 3.0% 3.4% 4.1% 4.2%

% of SDB 22 2% :5.9% 30.1% :9.1%

WOSB 8(a) AWDS $51.6 $122.0 $102.0 $135.6 38.0%

% of Total 0.05% 0.10% 0.08% 0.11%

% of SB 0.28% 2.60% 0.48% 0.66%

% of SDB 2.07% 4.53% 3.52% 4.41%

% of WOSB 9.33% 17.47% 11.71% 15.72%
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Faye 1 - Att.:al:ant

luestion 1:

The DZ.:ice of .call and Disaavantage 0usiress Utilization.taintains an

extensive outreach procran. The Office attends national confarences
involving ths contracts community such as those conclucted py tne .rational

Contract4msgesent Association. The DTartnent's Aograms are esilaihed
and ficas are encourase3 to 'eat with the =Ica staff for ;Tare particular

information. The standard Oolicitation :ailing List :i:plication is

ro.Luested. :ie believe that tae ,ositive iqr.ct of the outreach effort i3
eviCenced by the composi,ien of our Aailinc list (see 21).).

nuestion 2:

a. 2or FY 1937

.lum'aer of contract annoy 3,1

Dollar values of contract actions ;; 175.779.915

Contract actions rith :cran-omneu

.esinesues
Dollar value

31 ( 3.95)

2.451,532 ( 1.4%)

Proportion of roraen-carss3 aaaras
acccaplished under saA 3(a) Aocral 25 (35.51)

Dollar value $ 1.535.621 (54.50

:or FY 1934

lircer of consract actions 375

Dollar values of contract actions $ 159.790.753

Contract actions zita :raven-or:2J

susinesses 31 ( 4.5%)

Dollar value 3.133.442 ( 2.31)

Proportion of men -amp aaares
accalplizacc: under SW. 3(a) progral 17 (54.01)

Dollar value 1.797.512 (56.04)

;or FY 1D15

_amber of concracc actions
Dollar values of contract actions

352
$ 173.946.571

Contract actions :alen-os-.a.

Uusinesses 17 ( 2.311)

Dollar value 1.592.17 ( 2.71)
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Page 2 - Pltachent

Prodortion of amen-coined aiar,,s
acooplished unoer S3A 3(a) drogram 5 (29.411

Dollar value 3.371.155 (34.51)

ar.1112.11

Amber of contract actions 723
Dollar values of contract actions $ 130.373.059

Contract action:, Oita .7mm-cameo
businesses 12 ( 1.71)

Dollar value 5 3.092.333 ( 2.31)

Proportion of vaaen-onled aJards
accomplisaed unoer 31.11 3(a) program 7 (53.31)

Dollar value b 2.3.,.275 (72.11)

b. Our contract oidders list contains 953 organizations. Of these, 739

are 3(a) fir.m. 'Lure are 231 acc,en-amed buuinesses, aoae of .raica
are, Cr course, 3(a) liras. Deening on the response to our LILIESLO
zilagcsajkad notices an the nuaoer of firm on our .nailing list for
a particular 2roauct type, ;a .uil to to three aunored copies of our
solicitations.

c. 'Lille the total dollar anount of subcontracting ca...ait..ents ..uce oil

our large prime contracts to :or en-omec. ousiness concerns is ,wt
availa'01P. in the development of repairer; subcontracting dlans, lar90
7.tie contractors are urged by to Department of 3dt:cation to utilize
to the maximixs eztent possible Janea-ownod business concerns that also

valified as small ousiness concerns cr mall disadvantased
bLoiness concerns.

luP,tion 3

le have no loan programs for ,amen -omed buslaesses. toile to do xse a
few grunt awards to busanesSes, the zoority of our yrants go to aducation
organizations and nonprofit concerns. Je are .not adore of any grants to
,raven -cvnod ausinesses, per se.

Mile not adaros to businesses, taeCxiota "cailiffe rellowsaid proyraa
provided 32 iallo4snirx, to woaen during tae progrx.'s first year (1937).
This represents:: 751 of the felloasaips. The total value ,,as 1,431,533.

'Nuestion 4

The De,sartmenc of :Zonation i1.1.3 no drosrsas relating to ooamercial credit.
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Rage 3 - Attachaent

fluestion 5

The material ,..rosento4 herein represents the extent of data that :.c
currently maintain regarding aciaen-amed ousinesses. le are in tne process

of irutalling a net nJormation an scheduling systca. Tai:"; slIten

alio* earlier ane. more effective outreach oy tai a:ace of Saul xis

Disadvantae:d Business Utilization.
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The Secretary of Energy
Wallington. DC 20585

June 3, 1988

Dear Mr. Chairman:

JUN 1988

ate are pleased to provide the Information
requested in your letter of

April 19, 1988, on the Department of
Energy's acquisitions from

women-owned small businesses. The enclosure includes responses to eachof your questions.

In fY 1987, the Department awarded
over $32 million to women -owned

businesses, nearly double the performance in FY 1986. The Department's
Management and Operating (01$0) contractors awarded over $166 million in
subcontracts to women-owned businesses in FY 1987. We are continuing,
however, to seek and promote more contracting

opportunities for this
sector of private industry.

If we can be of further assistance, please
do not hesitate to contact

Mr. Leonel V. Miranda, Director, Office of Small and Disadvantaged
Business Utilization, at 586-8201.

Yours truly,

Vvv41E1-. A.AjAitbeN
hn S. Nerri gton

Enclosure

Honorable John J. Lafalce

Chairman, Committee on Small Business
House of Representatives
Washington, D.C. 20515

cc:

Honorable Joseph M. McDade
Ranking Minority Member
Committee on Small Business
House of Representatives
Washington, D.C. 20515
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Department of Energy
Women-Owned Business Efforts

Ql. Executive Order 12138 requires that each Federal department and
agency 'take appropriate action to facilitate, preserve and
strengthen women's business enterprise and to ensure full
participation by women in the free enterprise system." Please

identify every initiative your agency has undertaken pursuant to this
executive order, the impact of the initiative, the office responsible
for the initiative, your assessment of the success or failure of
each, and your recommendations for future initiatives.

A. The Department of Energy (DOE) has been involved in a number of

initiatives supporting women-owned businesses:

In October 1984, the DOE's Assistant Secretary for Management and
Administration and the Director of the Procurement and Assistance
Management Directorate conducted workshops in Detroit, Denver,
Chicago and St. Louis, for women business owners, on selling to the

DOE. This was part of a White Mouse coordinated program under the
auspices of the Interagency Committee on Women's Business

Enterprise. This successful effora introduced many women business

owners to the opportunities and procedures of Federal contracting.

The Office of Small and Disadvantaged Business Utilization at
Headquarters has been actively involved in the Mega Marketplace
effort, trade fairs for women-owned businesses in Washington, D.C.,
and Los Angeles, California. The DOE provided financial support for

that multi-agency program and was involved in the planning process
and the execution of the events. Feedback from women-owned
businesses indicated that Mega Marketplace was a valuable marketing

event for participants. This allowed the DOE to increase the number
of women-owned businesses that could participate in our programs.

We are currently in the process of developing a procurement and
educational event designed specifically for women business owners to
meet personnel of agencies and corporations seeking to increase their
women-owned business participation. This regional conference,

co-sponsored by the DOE's Chicago Operations Office will be held
October 19-20, 1988, in Chicago. The specific goal of the conference

is to increase the amount of contracting dollars awarded by
government and prime contractors co women-owned businesses,

The JOE and its major contractors will continue to participate in
special outreach activities directed at women -owned businesses, as
well as the marketing efforts directed at small business, in general,

where women-owned businesses are always invited. The DOE looks to

the Interagency Committee on Women's Business Enterprise for
recommendation of major agency-wide initiatives, as suggested by

Executive Order 12138.
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Q2. Please supply the Committee with the following information for each
of the last four years:

a. the number, total dollars, and relative percentages such figures
represent for all contracts awarded by your agency to women-owned
businesses identifying separately awards made pursuant to section
8(a) of the Small Business Act;

b. the efforts made by your ager' to ensure that women-owned
businesses appear on government 'Adders lists and are being forwarded
solicitation packages for contracting opportInities;

c. total dollar amount of subcontracting commitments made by large
prime contractors with your agency and efforts to encourage primes to
utilize women-owned small business concerns.

A.a. Women-Owned Business
Prime Contracts Percent
(I) (000s) of 'total*

8(a) Women-Owned Business
Contracts (000s)

FY 1964 80 $15,740 0.13 $6,919

FY 1985 110 $11,275 0.09 $5,125

FY 1986 242 $18,465 0.14 $7,540

FY 1987 280 $32.681 0.25 $24,322

b. Our Headquarters database, Automated Contractor Capability and
Experience Source System (ACCESS). contains information, including
women-owned status. from Standard Form 129, "Solicitation Mailing
List Application." DOE field offices use similar automated systems.
These systems are used to identify women-owned businesses for
competitive procurement, as wr11 as those that are also certified
under the Small Business Administration's (SBA's) 8(a) program and
with whom the DOE may contract noncompetitively.

*Based on total DOE prime contracting. excluding foreign military
sales. non-appropriated funds contracts, contracts awarded and performed
entirely outside of the United States, all Federal Supply Schedule orders
and interagency transfers to other agencies.

.3
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c. Total Subcontracting

(000s)

Women-Owned Business
Subcontracting by MAO

Contractors
(000s)

FY 1904 $4,224,223 $103,081

FY 1905 $4,639,103 $145,172

FT 1906 $4,657,299 $132,368

FY 1107 $5,099,439 $166,812

As figures above reveal, the DOE actively encourages its Management
and Operating (MAO) contractors, which operate DOE-owned plants and

laboratories, to contract with women-owned firms. Due to the

Department's special relationship with MAO contractors, their
subcontracting with women-owned businesses are included in the

Departmental goaling program. By armament, the SBA's Women Business

Ownership office recognizes MAO contractors' accomplishments as part

of the DOE's results. In other prime contracts, however, the DOE

inserts the Utilization of Women -Owned Small Business clause in

solicitations and contracts, as required by the Federal Acquisition

Regulation. That clause requires only that the contractor agrees to

use its best efforts to give aomen-owned small businesses the maximum

practicable opportunity to participate in tha subcontracts it

awards

Q3. If your agency makes grants or loans, please supply the following

information for each of the last four years:

a. the number, total dollars, and relative percentages such figures

represent for all such grants or loans made to women-owned businesses;

b. efforts made by your agency to encourage the oarticipation of

women in grant and loan programs.

A. The DOE sakes financial assistance awards in the form of grants and

cooperative agreements. In the absence of any legal or other
requirement for determining whether such awards are made to

women-owned businesses, the DOE does not collect such data.

Accordingly, we are unable to supply the information requested under

this section.

The Office of Minority Economic Impact has a small loan program for

the preparation of bids and proposals to the Department from minority

businesses. During the past four fiscal years, none of the loans was

made to women-owned businesses.
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Q4.

Aside from insuring that the Department's grant and loan programs are
administered in a non-discriminatory manner, the DOE has made no
special effort to encourage women participation in those programs.
In the area of financial assistance, the Executive Order requires
only that recipients take appropriate affirmative action in support
of women-owned businesses. On October 1, 1988, the DOE will
incorporate the new OMB Circular A-102 in financial assistance
instruments. The new circular requires that grantees and subgrantees
"take all necessary affirmative steps to assure the minority firms,
women's business enterprises, and labor surplus area firms are used
when possible."

If your agency has programs relating to, or regulatory authority
over, the provision of commercial credit, in any form, describe any
initiatives undertaken by the agency, or subject to its programmatic
or regulatory authority, that are directed toward women business
owners or that may be more likely to affect such owners in any
significant way. In your response, please detail such program or
authority and provide such statistical or other data that may serve
to describe the efforts of your agency.

A. At this time, the DOE has a limited number of programs that involve
the provision of commercial credit. These programs are in the
process of being 4'sed out. There are no known initiatives that
were directed toward women business owners while those programs were
viable. The Geothermal Loan Guaranty Program, for example, was
intended to stimulate private sector risk-taking for geothermal
projects. Of the eight loan guarantees that were issued, none was
with a women -owned business.

Q5. Please list all types of data within the control of your agency
regarding women-owned businesses indicating the usage that your
agency has for such data, the sufficiency of the data, its
reliability and any improvements in data collection, retrieval or
usage planned or desired by the agency to better assist its efforts
In this area.

A. The DOE collects, directly and from its M60 contractors, information
on awards to women-owned businesses which results in the following
automated data reports:

Procurement and Assistance Data System (PADS), Socioeconomic
Goal Achievement Report. This is a report of achievement '. the
Department's small business programs In prime contract1.4. The
report captures obligations to women-owned small busidesses.

Subcontracting Reporting System (SCORS), Socioeconomic Goal
hhievement Report. This is a report of achievement in the
Department's small business programs in subcontracting. The
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report captures woven-owned business obligations from the
Department's MAO contractors, but not other DOE prime

contractors. The Federally mandated form for gathering such

data from prime contractors, Standard Form 294, "Subcontracting
Report for Individual Contracts,' does not provide for the
collection of any information on women-owned business. The
collection of women-owned business data from MAO contractors is

solely a DOE initiative.

Both of these reports are used extensively in monitoring and in
recognizing the DOE and MAO contractors' small business activities.

The DOE and its major contractors use the SBA's Procurement Automated
Source System (PASS) and ACCESS (and the field equivalents) to
identify women-owned businesses as potential sources.

In the absence of a preference program targeted to women-owned
businesses, our women-owned business data is considered sufficient,
and collection of additional women-owned business data would impose
an unwarranted paperwork burden on the Department and its

contractors. The data Is considered fairly reliable based on
verification studies and efforts are continually made to improve its

reliability.

6 A'



IINGNOINT

SHANWAN

Dear John.

684

EXPORT-IMPORT SANK OF THE UNITED STATES
WASHINGTON. 0.0 201171

May 17, 1988

RECEIVEC
swim/um/NM

TIMSAW.ms

MAY 2 5 1986

Cora ha a 3.^.;:e

In regard to your letter of April 19, you indicated that
your Committee would be holding bearings on government policies
and programs effecting women business owners. In particular, you
wanted to obtain information from government agencies showing how
much procurement is actually going to businesses owned by women.
In this regard, I would point out several distinctions between
Eximbank and other government agencies.

As you are aware, the primary function of the Export-Import
Bank of the United States is to provide financing in support of
the export of U.S. goods and services. In doing so, Eximbank
responds to requests from potential U.S. suppliers, borrowers andprivate lenders. Eximbank is not involved in arrangements
relating to the underlying export sales transaction and plays no
part in the selection by a borrower of a particular U.S. supplier
or lender.

For the incidental needs of our small staff we primarily
obtain our goods and services off the schedule of the General
Services Administration. The procurement from women-owned
enterprises would largely be reflected in that agency's report toyour committee.

The Bank also has a non-GAO procurement progiam for small
businesses, including women-owned enterprises. In Fiscal Year
1987 our small business procurement amounted to $1.4 million with
fully one quarter of that amount going to women-owned
enterprises. It was only in FY'86 that the Bank developed an
automated procurement tracking system. In its procurement
program, as well as in its own hiring practices, the Bank assures
fair treatment of all applicants and employees without regard to
political affiliation, race, color, religious creed or sex.

As you may know, the Bank has over the past several years
been engaged in a marketing effort to make our program more
accessible to small and medium-sized enterprises. In 1987 the
Bank launched its City/State Pilot Program to create another
distribution system to reach the small business community.
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Unfortunately, I cannot give you any kind of breakdown on how
many women-owned businesses have benefitted as a result of the
initiative because only in the past six months have we developed
an automatic data collection system covering this kind of
information.

Please be sure to contact me if you need additional
information.

Best regards,

Original Signed by

Me, Jsi.

The Honorable
John J. LaFalce
Chairman
Committee on Small Business
2361 Rayburn House Office Building
Washington, DC 20515

63o
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Administrator
General Services Administration

Washington. DC 20405 RECEivr--. n

i41 1988

taranice. , r.

May 13, 1988

The Honorable
John J. LaPalce
Chairman, Committee on Small Business
House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

The General Services Administration is pleased to respond to your
letter of April 19, 1988, concerning the agency's policies and
programs that affect women-owned business concerns.

Enclosed is our response to the Committee's questions on women
business enterprise. We have responded to the questions in the
order in which they were requested.

If you haw, any questions regarding the information provided,
please contact John Wynn, Director, Office of Small and
Disadvantaged Business Utilization at 566-1155.

John Alderson
Acting Administrator

Enclosure



, Question 1

a,
1:460: General Service's Administration's (GSA's) Office of Small and

Disadvantaged Business Utilization has participated in numerous
congressionally sponsored procurement conferences held all over
the country. The intent of these conferences is to help
minority, women and small business concerns make greater strides
in the Federal procurement market. They also provide the
business community with an opportunity to meet procurement
officials to discuss contracting opportunities. GSA is
represented on the Interagency Committee on Women Business
Enterprise which was established to address the concerns of women
business owners.

In addition to congressionally sponsored conferences, the Office

of Small and Disadvantaged Business Utilization has participated
in various seminars, workshops and conferences sponsored by local

trade organizations including the 1987 Women's MegaMarketplace
business conferences held in Washington, DC, and Los Angeles,
California. GSA has issued several publications which describes
the procurement preference programs including those for which
women-owned businesses may be eligible.

The success of these conferences is evident by the large number

of business owners and representatives who attend, and the
numerous letters received commending the agency on the overall

success of these activities.

GSA has Business Service Centers (BBC's) located in each of its

11 regional offices. The BSC' were established to assist firms
interested in doing business with GSA as well as other Federal

agencies. During fiscal year 1987, the BBC's counseled 143,391
individuals interested in doing business with the Federal
Government, 27,357 of which were women. Statistics available for

fiscal years 1985 and 1986 reveal the following:

Fiscal Total Number of Number of Women

Year Individuals Counseled Counseled

1985 136,077 29,129

1986 155,908 ?3,189

FAR 52.219-13, Utilization of Women-Owned Small Businesses was

revised to define "small business concern"; to expand the

definition of "women-owned small businesses" to include the

criterion that women-owned small businesses are small business

concerns; and, to specify that the contractor, acting in good

faith, may rely on written representations by its subcontractors

regarding their status as women-owned small businesses. GSA

published this revision in Federal acquisition Circular 84-21,
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dated August 29, 1986. GSA Contracting Officers are required to includethe clause entitled "Utilization of
Women-Owned Small Businesses" insolicitations and contracts when the contract amount is expected to exceedthe small purchase limitation, with certain exceptions which are describedin FAR 19.902. These revisions were made to assist women-owned busiin obtaining Federal contracts and subcontracts by Federal primecontractors. Federal Acquisition Circulars are issued by the GSA, Officeof Acquisition Policy.

Question 2(a)

Fiscal Awards to Women-Owned 8(a) Contractear Business Concerns Awards

No of $ No of
Contracts (000) % Contracts (000)

1984 642 50,992 1.1 422 74,800 1.61985 739 58,755 1.0 286 66,200 1.11986 857 61,315 1.1 394 89,936 1.61987 982 51,140 1.0 258 66,728 1.3

Question 2(b)

Participants at the various workshops and procurement conferences areinstructed on how to complete the "Bidders Mailing List Application" sothat they can receive notices of proposed procurements for the items and/orservices they wish to sell to the Government. We also emphasize theimportance of making personal contact with the procuring activity so thattheir firm can be contacted for small and/or emergency purchases.

Question 2(c)

1) Total dollar amount of subcontracting commitments made by large primecontractors:

Fiscal Total Subcontract Small
"airless

Large SmallTa-Year Commitments Business
(In tote dollars)

Bu

1984 4,888,083,819 1,160,945,774 3,727,138,135 87,261,524(100%) (23.8%) (76.2%) (1.8%)

1985 844,608,473 209,777,222 634,831,251 12,149,160(100%) (24.8%) (75.2%) (1.4%)

1986 846,442,782 276,170,949 570,271,833 15,266,183(100%) (32.6%) (67.4%) (1.8%)

1987 978,245,395 331,055,739 647,189,656 19,851,035
(100%) (33.8%) (66.2%) (2.0%)
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2) GSA does not collect nor maintain any data on subcontract
awards to women-owned business concerns. However, in the
subcontracting plans, the goals for subcontracting with small and
small disadvantaged business include women-owned small and small
disadvantaged business concerns.

ibiestion 3

GSA does not make any grants or loans to individuals or
businesses.

Question 4

GSA does not have any programs relating to, or regulatory
authority over the provision of commercial credit.

Question 5

The Federal Procurement Data Center (FPDC) operates an automated
data system of Federal Government procurement information. The
FPDC master file contains detailed information on the goods and
services, including research and development activities purchased
by over 60 Federal agencies. The Office of Small and
Disadvantaged Business Utilization uses this data to establish
goals and monitor the agency's achievements under the procurement
preference program which includes contracts awarded to women-
owned business concerns. The data is only as accurate as that
received from responding Federal departments and agencies. We

plan to continue to use this data to establish and monitor goals
under the procurement preference program.



690

THE SECAETAA v Of HEALTH ANO HUMAN St Av.CES
...INGT WV 0 C 70,01

tar I 0 198R MAY 1 1 1988

The Honorable John J. LaFalce
Chairman, House Committee

on Small Business
House of Representatives
Washngton, D.C. 20515

Dear Mr. Chairman:

Thank you for your letter of Imril 19, 1988 in which you
requested me to supply the Committee with answers to a number
of questions relating to the Department's Women's Business
Enterprise Program.

6

Our response is enclosed.

Enclosure

4J

Sincerely,

Otis R. Bowen, M.D.
Secretary

RECLIVED

MAY 12 1988

knhce uSnA LIti;
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RESPONSE TO THE APRIL 19, 1988 REQUEST FROM THE

CHAIRMAN OF THE NOUSE COMMITTEE ON SMALL BUSINESS
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ANSWER 1

In accord with the requirements of Executive Order 12138 the
Department of Health and Human Services has undertaken anumber of significant initiatives to ensure full
participation by women-owned businesses in all programs
conducted by this Department. The following initiatives,
which are managed and coordinated by our Office of Small and
Disadvantaged Business Utilization, have had a tremendous
impact on increasing the volume and amount of awards to
women-owned businesses:

Establishment of an Inter-Departmental Women-Owned
Business Committee

Each major procurement activity within the
Department sponsored procurement seminars for
women-owned businesses

Actively participated in procurement seminars
sponsored by various public and private sector
organizations

Forged working relationships with various trade
associations of women-owned businesses

Revised the Departmental Grants Administration
Manual to provide procedures for enhancing the
participation of women-owned businesses in
departmental grant and assistance programs.

Awards to women-owned businesses have steadily increased from
$22 million in FY-83 to approximately $60 million in FY-87.
This growth pattern is directly attributable to the
initiatives implemented in support of the President's
Executive Order 12138.

ANSWER 2.(a)

(See Attachment A)

ANSWER 2.(b)

Departmental small business and contracting officials have
participated in a significant number of outreach activities
in an effort to identify women business owners capable of
participating in departmental procurement programs. In
addition, each of our major procurement offices has hosted a
workshop or seminar for women-owned businesses to inform them
of procurement practices and procedures and to get them
registered on all appropriate bidder's mailing lists. We
have worked with trade associations of women business owners
and briefed their members on departmental procurement
procedures. Special efforts have also been made to forward

69-
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RFQ's and RFP's to women business owners. Finally, our
Office of Small and Disadvantaged Business Utilization has
disseminated Directories of Women Business Owners, published
by trade associations and other private sector organizations,
to all departmental procurement offices.

ANSWER 2. c

In accord with the Federal Acquisition Regulations, the
Women-Owned Business Subcontracting clause has been included
in the contracts of Departmental prime contractors. We
suspect that this clause has generated substantial
subcontracting opportunities for women-owned businesses.
However, the absence of a federally approved data collection
form has prevented us from collecting data on the volume of
subcontracts awarded to women-owned businesses by
departmental prime contractors. Subcontracting commitments
by large prime contractors for the past four years are as
follows:

FY-84 $186,451,000

FY-85 $193,145,000

FY-86 ;279,404,000

FY-87 $154,187,000

ANSWER 3(a)

In December 1982, the Department's Grants Administration
Manual was revised to include procedures to be followed by
departmental officials to enhance the participation of
women-owned businesses in departmental grant programs. The
revisions included procedures for the review of all grant
announcements for which for-profit organizations are eligible
to apply, to determine those which may be of interest to
women-owned business organizations. Such firms are
automatically mailed copies of the grant announcements. In

addition, all departmental components which administer a
grant program are required to maintain a source list of
women-owned businesses. Departmental grant applications
have been revised to include a woman-owned business
certification clause. This revisioL has enabled us to
capture data on awards to women-owned businesses and to
improve our overall management of the participation of women-
owned businesses in our grant and assistance programs.

ANSWER 4

Not applicable to the Department of Health and Human
Services.

- 2 -

6 q
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ANSWER 5

The Department maintains A contract information system and agrants information system to provide departmental contractand grant managers with adequate data to manage theseprograms. Data on the characteristics of awards to women-
owned businesses is retrieved from these systems to managethe women business program. In addition, we maintain
separate data on the Small Business Innovation ResearchProgram. All of tLis data is accurate and reliable since itis obtained from hctual contract and grant documents at thetime of award.

- 3 -

6 Q
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DIPARIIIINT OF OMB; AID IJIWI SEW=
AIMS 10 10111-0/1NID BITANESSES

Ittal CUBS Ammrds to Peroent of Ammrds to

Placa Procurement MbmenrOmmed Number Mbmen.Emned Businesses

Misr Collars Businesses of Amezds to Total Procurement

1984 $1,337,414 $45,379 5,519 3.4

1985 1,309,450 35,096 6,779 2.5

1896 1,576,088 35,547 9,315 2.4

1987 1,791,250 59,772 10,139 3.3

8(8) AIMS To IEMBN-CIINED BOUM=

1tstal 8(a) /nerds Percent of 8(a) laards

Fiscal ME to It Owed to lesen-Oened Businesses

Yews 8(a) Baird. Businesses; to Total 8(a) Mania

1984 $ 68,789 $11,176 16.2

1985 72,519 10,801 14.9

1876 93,343 10,048 10.8

1987 123,624 15,681 12.9

_
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EXTRPIWRAL GRANT AWARDS
WOMEN'S BUS1MBSS 11a3GRAM

FISCAL THUS 1984 '111W 1987
(to the dollar)

Total
Number of Total taster !Mad Grants
01118 of Grants Awards TOW Dollars toFiscal latzammal totOmmen-Owned DHHS Grants Illonen-peedViers Grants Businesses Dollars Businesses %

1984 31,004 15 4,214,037,800 $ 747,535 0.018

1985 24,569 49 4,162,300,700 3,616,371 0.1

1986 23,868 34 3,093,304,554 2,958,753 0.1

1987 26,269 41 4,565,045,103 4,601,847 0.1
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U.B. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
THE SECRETARY

WASHINGTON. D C 20410-0001

MAY 3 !::r

Honorable John 6. LaFalce

Chairman
Committee on Small Business

U. S. House of Representatives
2361 Rayburn Nouse Office Building
Washington, DC 20615

Dear Mr. LaFalce:

Thank you for your letter of April 19 requesting information on the

Department's policies and programs which affect women business owners.
The Department has undertaken severai initiatives to ensure that women

business owners were given an equitable opportunity t, participate in all

HUD programs and activities. Our response tm115,0:

1. Initiatives

o A compendium of women business owners in the housing industry
was developed for utilization internally to serve as a quick

data source to extract such firms for consideration of HUD

procurement opportunities.

o The Department has consistently provided outreach assistance

to women business owners. For example, a Regional Seminar

was held for minority women business owners. The purpose of

this seminar was to increase the awareness of, and provide
women business owners with information on "how to" access

opportunities through HUD programs.

o A series of District workshops were held around the country

for women-owned businesses to discuss HUD's procurement process.

In an effort to continue our outreach to women entrepreneurs,
NOD has also participated in conferences and seminars sponsored

by other agencies and Departments.

o The Department developed a guide Doing Business with HUD,

exclusively for minority, women-owned-and smallbusinesses.
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o The Department maintains a working relationship with trade
organizations which represent the interest of women business
owners.

o The Department also serves as a meet of the President's
Interagency Committee for Women's Business Enterprise (IACWBE).
Data are provided to the Committee on HUD's procurement policies
and programs affecting women business owners.

o The Department establishes and negotiates goals with the
Small Business Administration on behalf of women-owned
businesses on an annual basis.

o The Department has led all Federal agencies in encouraging
minority banks to participate in HUD's Minority Bank Deposit
Program. Women are included as minorities for the purpose of
this program. From 1984 through 1987, HUD-related funds
(average daily balances) exceeded $659,136,219 in minority
banks around the country.

o The Department developed and implemented an international
program for women business owners in the housing industry.

As a result of these initiatives, many women business owners have
been better able to participate effectively in HUD programs.

The Department's Office of Business Relations is responsible for the
women business enterprise program. Even though the Department program
for women business owners has been successful, we are continuously seeking
ways to enhance their participation in the Department's programs and
activities.

2. Women Business Owners Participation in HUD Programs fray Fiscal
'fear 1984 through 1987

a. From Fiscal Year 1984 through Fiscal Year 1987, HUD awarded
169 contracts (direct) to women business owners. In 1984:
$2,729,128; 1985: $3,017,000; 1986: $2,455,209; and in 1987:
$5,227,663. These contracts represented a cumulative total
of $13,429,010.

The total value of 8(a) contracts for women business owners
let by HUD for this period was $2,092,993 or 2.5 percent of
all 8(a) contract awards which totaled $83,251,019.
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b. The Department's guide, Ooing Business with HUD includes a

letter from the Director, Office of Procurement and Contracts

encouraging women and other business owners to submit the

Solicitation Mailing List Application in order to be included

on HUD's bidders mailing list. This guide is circulated at

conferences and seminars for women business owners around the

country.

c. We are unable to provide statistical data on subcontracts

awarded to women business owners. Contractors with

subcontracting plans are required to submit subcontracting

procurement data on Standard Form 294, (Subcontracting Report

for Individual Contracts); and Standard Form 295 (Summary

Subcontract Report). These reports provide aggregate data

for large business, small business, small disadvantaged

business and businesses in labor surplus areas.

3. Grant-Making and Loan Authority on Behalf of Women Business Owners

The Department does have grant-making and loan authority for

some HUD programs such as the Urban Development Action Grant

(UDAG) Program; Community Development Block Grant/Technical

Assistance (CDBG/TA), Program; the Housing Development Grant

Program; and Section 202 Diromt Loan Program for Elderly and

Handicapped citizens.

a. Under the Urban Development Action Grant Program, women business

owners received four (4) grants in 1986, totaling $3,718,000.

From this period to the present, 487 UDAG projects have been

approved, totalling $810 million. Women developers are encouraged

to participate in this program competitively along with other

developers.

Under the Community Development Block Grant/Technical Assistance

Program, the Department made two (2) awards in 1984, totalling

$702,827 or 3.6 percent of total CDBG /TA awards; in 1985, three

(3) awards were made to women business owners, totaling

$413,444,000 or 3.8 percent of total CDBG /TA award; there

were no CDBG/TA awards made to women business owners in

1986; one 0) award was made in 1987, totalling $238,809,000

or 1.8 percent of all CDBG /TA awards.

In 1984, the Department awarded a total of $288 million in

Housing Development Grants to fund 141 projects. $86,400,000

or 30 percent of the total projects selected were owned by

women and minority businesses; there were no Housing Development

Grants mace to wcmen business owners in 1985; in 1986, four

(4) grants were awarded to women businesses, totaling $5,183,572

or 6.0 percent nut of a total budget of $80,428,191; 1987,

one (1) Housing Development Grant was awarded to a woman

sponsored project, totalling $2,233,635 or 2.1 percent out

of a total budget of $100,054,915.

6e-199 0 - 88 - 23
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Women business owners are not included in the Department's
data base to trod their participation

in the Section 202
Direct Loan Program.

b. HUD has sponsored seminars for
women-owned businesses, focusing

on how to prepare application to
the Urban Development Action

Grant Program; Community
Development Block Grant Program/

Technical Assistance Program; the Housing Development Grant
Program; and the Section 202 Direct Loan Program for Elderly
and Handicapped citizens.

4. Regulatory Authority for Commercial Credit

HUD does not have programs relating
to the provision of commercial

credit or have regulatory authority
over the provision of commercial

credit for women-owned businesses.
However, the Department does

adhere to the Equal Credit Opportunity Act, U.S. Code, 1987
Title 15, Section 1691 et seq.

5. HUD's Management Information System

As previously discussed under Item 1, the Department maintains
a compendium of women owned businesses which utilized by the
Department as a data source for consideration of potential HUD
procurement opportunities; serves as a source for mass mailing
of information to women business owners about HUD programs; and
is used as a reference to extract names of women business owners
to extend invitation to HUD conferences and seminars. Additionally,
our Office of Procurement and Contracts maintains a computerized
list of businesses in its Management Information System Witch includes
women business owners.

This data base has been useful for Departmental needs, and is reliable
based on the current data collection instruments used for tracking such
information.

We hope this information will be of use to your Committee.

Yery sincerely yobs,

Samuel R. Pierce, Jr.
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United States Department of the Interior
OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

RE: OSDBU 300 34
MY 9 HMO

Honorable John J. LaFalce
Chairman. Committee on Small Business
House of Representatives
2361 Rayburn House Office Building
Washington, DC 20515

Dear Mr. Chairman:

Thank you for your letter of April 19, 1988. to Secretary

Hodel in which you requested information concerning the

Department of the Interior's implementation of policies and

programs which affect women business owners

The Department of the Interior actively supports the Women's

Business Enterprise program. Since there are no set-asides

or preference awards for women-owned businesses, most of
Interior's sustained progress in this area is the result of

increased and improved access to acquisition information and

success in competing. We shall continue in our endeavors as

we seek to achieve the objective of Executive Order 12138
that Women's Business Enterprises be given an opportunity to

compete effectively in the economic mainstream.

The information you requested is provided in the enclosure
to this letter, in the same numerical sequence as the

questions are set forth in your letter of April 19, 1988.

Should you need further assistance or additional
information, please contact me on (202) 343-8493. Please be

assured that Interior will continue its aggressive support

of its Women's Business Enterprise program.

Sincerely,

Charlotte Brooks Spann, Director
Office of Small and Disadvantaged

Business Utilization

Enclosure
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Department of the Interior
Office of Small and Disadvantaged

Business Utilization (OSDBU)

Response to questions from the House Small Business
Committee regarding Interior's Women's Business Program.
(Letter of 4/19/88 from Chrm. LaFelce RE: WBE Activities)

ileaRanaetaclumatianifilattsr1:
The Women's Business Enterprise (WBE) Program began with theissuance of Executive Order 12138 (Order) on May 18, 1979.
The Order created a National Women's Business Enterprise
Policy, and prescribed arrangements for developing,
coordinating and implementing a national program for Women's
Business Enterprise. In response to that Order, Interiortook the following initiatives:

* In 1979 and 1980, the Director, OSDBU, served as
Interior's representative on the Interagency Task Force for
Women's Business Enterprise.

* Established policy that complied with OFPP Policy
Letter 80-4 which prescribed clauses and regulatory coverageto articulate uniform procedures in support of increased
subcontracting to women-owned firms by Federal prime
contractors.

* Established goals for prime contract awards to
women-owned businesses and proceeded to exceed those goals
each Fiscal Year. Interior has averaged 2.2% of its total
acquisition as awards to women-owned businesses. Interiorperformance against established goals follows:

EX goili1H1 Accompl.($M1
% of Total
AomaiAltim

1980 $ 5.5 $ 11.8 0.6%

1981 10.8 26.7 2.0%

1982 10.7 22.6 2.0%

1983 14.0 20.5 2.0%

1984 18.2 22.9 2.4%

1985 17.3 27.8 2.6%

1986 19.3 24.9 2.2%

1987 18.0 19.3 1.9%

7 i;.4
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Interior's FY 1988 WBE goal is $21.7 million, or 2.0% of its

estimated total acquisition.

* Implemented Federal Acquisition Regulation (FAR)
policy in the Department of the Interior Acquisition
Regulations at Subpart 1419.9 concerning contracting
opportunities for women-owned businesses.

* Each Interior bureau participated in MegaMarket
Place I, held on April 17, 1986, in Washington, DC, to
increase the visibility of women business owners among
government, corporate contractors, the general public and

the media. Interior also participated in MegaMarket Place
II, held in May of 1987, in Washington, DC and in
Los Angeles, California.

The impact of the initiatives cited above has been very
positive as shown by Interior's very successful
accomplishments in awarding an average of 2.2% of its total
acquisition to WBE's since FY 1980. The OSDBU at Interior
has primary responsibility for all of the initiatives listed

above. Our assessment of these initiatives is that each has
been successful towards the collective achievement of the
objective stated in Executive Order 12138, that WBE's be
given an opportunity to compete effectively in the economic

mainstream.

Response to Question Number a:

Fart a: Attachment 1 is provided as our response to this
part of question number 2.

Part b: In the fall of 1981, Interior developed an
Acquisition Screening and Review form, DI-1886 (see
Attachment 2), which is used to monitor all acquisitions
over $10,000. The DI-1886 was revised in January 1982,
April 1984, and most recently in January 1988, to keep it
current with the ever changing needs of the acquisition
process. Block 11, line (d), Proposed Bidders/Source List,
refers specifically to soliciting WBE's. This information
is reviewed during selected Acquisition Management Reviews
conducted annually by OSDBU and as required by the Office of

Acquisition and Property Management, to ensure that
women-owned businesses have maximum representation on source
lists and are being sent solicitations.



704

- 3

Part c: The total subcontracting dollars awarded byInterior's large prime contractors for the last four yearsare shown below:

IX (Dollars in Millions)
Eubcbairmcii a Dollars

1984 $ 118.0

1985 $ 94.3

1988 $ 130.8

1987
$ 126.1

The subcontracting clause at FAR 52.219-13 is included inevery prime contract which exceeds $10,000. Letters sent byOSDBU to large prime contractors with subcontracting plansalso encourage the use of women-owned firms as
subcontractors.

libstibmstbcitusatibiLliumlass2:
Fart a: The Department of the Interior has no authorized
system of records in place which permits obtaining the
number, total dollars, and relative percentages such figuresrepresent for all such grants and loans made to women-ownedbusinesses.

Past b: The majority of Interior's Grants and CooperativeAgreements are 6. led to State and Local Governments, withthe remaining portion awarded to colleges and universities.Consequently, no opportunities exist for awards to
women-owned businesses.

EssimasstbStuestibbAlumber 4;

The Department of the Interior has no programs relating to,or authority over, the provision of commercial credit.
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$05001136 to Question Number 5:

The Department of the Interior collects and maintains data
which indicates whether the recipient of a prime contract
award or a purchase order is a woman-owned business. The

data is collected into the Interior Procurement Data System
(IPDS) and is transmitted quarterly to the Federal
Procurement Data Center (FPDC) for inclusion in the Federal
Procurement Data System (FPDS). Interior uses this data to
monitor bureau progress towards achieving negotiated annual

women -owned business goals. Although FAR 19.902 and FAR
52.219-13 urge prime contractors to provide maximum
subcontracting opportunities to women-owned businesses,
there are no existing instruments to facilitate prime
contractor reporting on the success of those efforts.
Inasmuch as the FAR does not require plans or goals for
subcontracting to women-owned businesses, the reliability of

any reports on such subcontracting would be questionable.

7 4, 0
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SOLLARS reported in 1111111less. Ilse NOTE below) NITA(HEIC 1

DEPANNENTAL TOTALS -vs- 101011-0111NED BUSINESS 12161) TOTALS

FY'S4 PPIIIS FY'66 FY'S/ACTIONS DOLLARS : ACTIONS DOLLARS 1 ACTIONS DOLLARS : ACTIONS DOLLARS 1

1 :
:

1TOTALS - I 12.626 662 6 I 111.610 1.662 2 : 11.4116 1.111.4 1 13.1163 1.001 4 :1114 6'o I 360 22.6 I 216 27.6 1 272 24 6 1 667 16.3 I

:

OCT - % I 2.0% 2.4% I 2.0 2.S% I 2.2% 2 2% I 4 1% EOM I

DEPARTMENTAL TOTALS -as- NONEN-OWNED BUSINESS 6(s) TOTALS

FY'64 FT'SS FY'66 FT'S/ACTIONS DOLLARS t ACTIONS DOLLARS 1 ACTIONS DOLLARS 1 ACTIONS DOLLARS !

1TOTALS - : 12.10111 11111111.111 I 10.010 1.063 2 : 11.460 1.161 4 ; 13.663 1.601 4 1NM 643 I 27 2.6 : 24 1.0 : 36 I 2 : CO 2.6 :

! :
: IPCT - % : 6.2% 0.1% : 0 2% 0.1% : 6 V% 0.1% : 0 4% 0.2% I

NOM -ONNED %NINES% TOTALS -vs- MEN-OWNED SUSINES2 Sta) TOTALS

FV$4 Fi'St Fv66 PY'67ACTIONS DOLLARS : ACTIONS DOLLARS I ACTIONS : ACTIONS

NOE - 1 360 . 22 $ : 316 27 6 : 372 24 6 : SS/ 16 3 1VINE SW 1 IT 2.2 : 10 1 0 : 26 1 2 : 60 2.6 I

OCT - % I 7.1% 11.0 t T V% 2.11% t 10 V% 4.0% 1 10 V% 14.1% :

NOTES The aaaaa dollars EXCLUDE Public La. 63-626 (FL) and F aaaaa I
Supply Schedule IF S S I and 011ter alency Contracts

- FY'64 - - FY'SS - - FY'66 - FY'lli -

: DOLLARS t t DOLLARS t : DOLLARS : t t

tFL : 246 T : 06 4 : 104 I 1 324 $F S.S. - : 140.4 : : 173 7 : : 06 6 : 136 6 :
: I

TOTAL -- : 360.1 1 342
.

I 352 7 : 461 6
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DEPARTMENT OF THE INTERIOR

ACQUISITION SCREENING AND REVIEW FORM
(925.000 and over)

AITACISEENT 2

A ACQUISITION PLAN
1 CNN Prepared 2 Purchasing Office 8 Address (include Zip Codel 3 Solicitation No

4 Descopbon of Commodity or Service. 8 Quantity (include Product A service Codel

Competitive 6 Proposed Synopsis 7 Cost Price

Noncompsellve (a)YES (Estimate)

Onset esstacabot (b)NO

untie, Ma)) FAR 5 2

10 Proposed Method of Acquisition Check one boa (a) through

NISecbonS(1) Program
(b) TORE SWLSA Set-Aside
ft) Total Small Business Bet -Aside
(d) Pattie Small Busineee Bet -Aside
NI Labor Surplus Area Set-Aside

Proposed Ilidderetkwce List (Attach Copy)
(a) No of Small Iluonesses
ID) NO of Large flueviessa
Kt No of Lobar Surplus Area Concerns

Lips Small

8 Solicitation
Oats (Estimate)

9 Response or
Opening Date
fEshmeN

Bid

(0)
(f1 NOT SET ASIDE R
19) Buy Indian
Check tether (Nor N
(9) Sealed Bidding
10 Other Negotiated 141 USC 253 (CI)

PASS USED YES NO

(a) No of ken De Businesses
(el No of Women-Owned Businesses

12 Been for proposed Method of Acquisition
fa) Not SetAsids for Ma) because

(I) Reasons

(b) Not Selliside for Small Business because
(1) Non-Competitive
(21 Neuf/lase number of qualifies Small

Busman'
(3) See Acquisition History below
(4) Olher mow

(c) Partial Small Business SetAside not API:imprint,
See FAR 19 502-3

Id) Not Set-Aside fa LSA because
(1) Services to be performed are not in LSA
(21 Competition would be unduly restricted
(31 Other (specify).

1.1 Remarks

B PREVIOUS ACQUISITION INFORMATION
13 Has smear Nireservice been procured recently? YES NO If yes indicate method of acquisition (USE CODES IN

BLOCK 10 ABOVE) and place of performance

14 II competitive indicate number of responses received
Large Small LSA

15 Dale of Award

Mm Din WBE

16 Contract Number t7 Total CostlInce (8 Name of Contractor and Address

IS Type of Firm (Check as koplicabe).
Small Min Os Large WomanOwned U m LSA
Other (Specify)

20 Signature end Date

Convenes Ohm Business Ulitlaton a Development Specialist SBA Representative
MI 15E41
(Revival till
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ACQUISITION SCREENING AND REVIEW FORM'
(525.000 and over)

a. Prior to solicitation, the contracting officer to whom an acquisition requirement is assigned for action
shall screen each requirement of $25,000 or more and inmate an "Acquisition Screening and Review
(ASR)** Form (D1-111$6). The ASR form shall reflect the consideration given to restricting award of the
requirement to a total or partial small businei,, or labor surplus area set -ride, including award to the
Small Business Administration (SBA) for subcontracting in accordance with the provision of Section
ti(a) of the Sinai Business Act.

b. The ASR form shall reflect the contracting officer's selected method of acquisition as enumerated in
block 10 of the form including the circumstances and rationale that support the contracting officer's
decision. If additional space is needed to provide specific information, please use a separate sheet of
paper and attach it to the ASR form.

c. To the extent practicable, the contracting officer shall coordinate all known facts and circumstances
with the Small Business Representative or the Business Utilization and Development Specialist
(BUDS), as appropriate, prior to completing and signing the form. Conversely, the Small
Business Representative or BUDS shall males available to the contracting officer all small and
minority/disadvantaged business source data and any other pertinent information dealing with small
business, Section fi(a), and/or Labor Surplus Area concerns that may aid his/her decision. All
appropriate women's business enterprise sources shall also be provided to the Contracting Officer.

a. The contracting officer shall submit the cc. oleted ASR form to the designated Small Business
Representabve or BUDS, as appropriate, for .eview and/or concunenco with the selected method of
acquisition.

e. In the event the final selected method of acquisition involves a rejection of set-aside
recommendations, the matter shall be processed in accordance with applicable procedures as
outlined in FAR 19.505.

f. The original copy of each completed ASR form, including any additional facts and circumstances
supporting the selected method of acquisition, shall be maintained in the contract file of each
contracting activity. A duplicate copy of the ASR form and supporting facts and circumstances shall
be maintained bi the designated SBA-PCR (tf assigned) and BUDS

' Copes of this form may be Waned from. Bureau Of Land Management. Punted Materials Distnaution Swoon (D55aB),
Building 41. Denver Federal Center. P 0 Box 25047, Denver.Colorado 80225.0047 All requisitions and requests for
inforrnabon Fattening to stocs should be directed to this office
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V S Department of Justice

°flue of Legislatne and Intergovernmental Affairs

Offke of the Assistant Attorney General 10,01motonDe 205)0

May 6, 1988

Honorable John J. LaFalce
Chairman, Committee on Small Business
House of Representatives
2361 Rayburn House Office Building
Washington, DC 2051:7

RECEIVED

WY 6 1968

CNTMWeellW

Dear WK. Chairman:

The Department of Justice is especially pleased to report

to the Committee concerning our initiatives supporting the
Women Business Enterprise Program (WBE). This program,
along with other socio-economic programs, is under the
direct supervision of the Deputy Attorney General; however,
the day -to -day tifOoram management is performed by the
Director, Office of Small and Disadvantaged Business
Utilisation. The Department also serves as a member on toe
Interagency Committee on Women's Business Enterprise.
Through these combined efforts, significant achievements
have been accomplished which enhance the inclusion of omen-

owned business firms in our contracting program.

As an example, in Fiscal Year 1984, procurement expenditures
with women-owned businesses totaled only $5.2 million.
Through various outreach efforts of the Department that
dollar value has increased to over $14.9 million in FY 1987,

an increase of almost 184 percent. As we find additional
wan to respond to our contracting opportunities, we expect
the dollars and the percentages of participation to
increase.

Enclosed are answers to the questions posed in your letter
dated April 19, 1988.

Sincerely,

Tho
/

. oyd
Acting Assistant

Attorney General

Enclosure

7 1
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Department of Justice

Women Business Enterorise Program

1. Initiatives taken by the Department of Justice in
support of the Women Business

Enterprise Program (WBE) a.eas follows:

o Established an outreach effort to locate women-ownedbusiness firms. The Department attends Federal Procurement
Conferences, fairs, conventions, and marketplaces seekingWBEs to compete for our procurement opportunities.

o Sought out and included women-owned business firms asinvitees to the annual Small Business Fair conducted by theDepartment.

o Individually counselled women-owned businesses,
advising them how to do business with the Department and thebest method of marketing with the bureaus.

o Encouraged women-owned business firms to review theCommerce Business Daily for announcements of contract
opportunities.

o Established a system to provide to women business
organizations announcements of departmental contract
opportunities.

o Encouraged prime contractors to utilize women-owned
businesses as subcontractors.

o Participated in the planning, developing and imple-mentation of Kew:Marketplaces I and II. MegaMarketplace wasa joint project of the Small Business Administration, the
Department of Commerce and the Government of Washington, DC.The Marketplaces permitted a mutual exchange of information
between Government and industry concerning opportunities andcapabilities of each. The Marketplaces resulted in theincreased use of women entrepreneurs in our contractingprogram.

o Encouraged women business firms to submit their namesfor placement on our Bidders Mailing List.

o Encouraged contracting officers to include womet.-
owned business firms in every solicitation opportunity.

7 I0
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Page 2

The impact of the initiatives listed above is that more
women-owned businesses are now aware of our contracting
opportunities; they are responding to our announcements;
and, they are becoming the successful offerors. In the last
four fiscal years there was a 184 percent increase in the

dollars expended with women-owned businesses. We recommend
expansion of the outreach program to farther increase the
involvement of women entrepreneurs in the contracting
program.

2. Infondation for each of the prior four fiscal years is
as follows: (Dollars in thousands)

a. fiscal
Year

Total Procure- latalpallal
Awards to Ms

percent of

sent Dollars Participa-
tion by WBEs

1984 $ 519,705 $ 5,219 1.0

1985 $ 636,078 $ 8,808 1.4

1986 $ 652,857 $ 9,716 1.5

1987 $1,052,811 $ 14,873 1.4

Our system does not retain information on the numbers of
awards made to WBEs, nor can we separately identify women-
owned 8(a) firms.

b. Efforts made by the Department to ensure that women-
owned businesses appear on our bidders list are described in

the initiatives cited above.

1. The total dollar amount of subcontracting is as
follows: (Dollars in thousands)

Fiscal Year Total Subcontract Dollark

1984 $ 7,420

19E5 $ 5,975

1986 $15,330

1987 $ 2,699

7
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Our system does not collect the extent of participation by
women-owned businesses in the subcontracting program.
Currently, there are no provisions for prime contractors to
establish goals nor to report upon the utilization of WBE'sas subcontractors.

3. The majority of the Department's grant monies are for
formula grants which involve statutory entitlements for
state or local governments. Limited funding is made
available for discretionary grants to private non-profit
corporations, research organizations and universities.
Seldom is grant money available for awards to private
businesses. Therefore, the percentage of our grants made to
women-owned businesses over the last four fiscal years is
minimal. The total dollars awarded in grants over thatperiod are as follows:

yiscal Year

(Dollars in thousands)

Total Grant Dollars

1984 $ 117,451

1985 $ 143,059

1986 $ 245,022

l587 $ 416,794

4. The Department of Justice does not provide commercial
credit to business enterprises.

5. The only data the Department maintains regarding women-
owned business firms is the total dollars awarded to such
firms through contract actions. The data is utilized to
determine the percent of participation and to show the
progress of the Department in awarding contract actions
to women-owned business firms.

7 ,
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U.S. Department of Justice

Office of Legislative and Intergovernmental Affairs

Oak* aft Mittens Attorney General WesIoneron D C 20530

May 6, 1988

Honorable John J. LaFalce
Chairman, Committee on Small Business
Rouse of Representatives
2361 Rayburn House Office Building
Washington, DC 20515

Dear Mr. Chairman:

The Department of Justice is especially pleased to report

to the Committee concerning our initiatives supporting the

Women Business Enterprise Program (WBE). This program,

along with other socio-economic programs, is under the

direct supervision of the Deputy Attorney General; however,

the day-to-day program management is performed by th

Director, Office of Small and Disadvantaged Business

Utilisation. The Department also serves as a member on the

Interagency Committee on Women's Business Enterprise.

Through these combined efforts, significant achievements

have been accomplished which enhance the inclusion of women-

owned business firms in our contracting program.

As an example, in Fiscal Year 1984, procurement expenditures

with women-owned businesses totaled only $5.2 million.

Through vario.:s outreach efforts of the Department that

dollar value has increased to over $14.9 million in FY 1987,

an increase of almost 184 percent. As we find additional

WBEs to respond to our contracting opportunities, we expect

the dollars and the percentages of participation to

increase.

Enclosed are answers to the questions posed in your letter

dated April 19, 1988.

Sincerel

CITh
/

oyd
Acting Assistant

Attorney General

Enclosure
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Department of Justice

Posen Business Enterprise Proarem

1. Initiatives taken by the Department of Justice insupport of the Women Business
Enterprise Program (MBE) areas follows:

o Established an outreach effort to locate women-ownedbusiness firms. The Department attends Federal ProcurementConferences, fairs, conventions, and marketplaces seekingWBEs to compete for our procurement opportunities.

o Sought out and included women-owned business firms asinvitees to the annual Small Business Pair conducted by theDepartment.

o Individually counselled women-owned businesses,advising them how to do business with the Department and thebest method of marketing with the bureaus.

o Encouraged women-owned business firms to review the
Commerce Business Daily for announcements of contractopportunities.

o Established a system to provide to women business
organizations announcements of departmental contractopportunities.

o Encouraged prime contractors to utilize women-ownedbusinesses as subcontractors.

o Participated in the planning, developing and imple-mentation of MegaMarketplaces I and II. MegaMarketplace wasa joint project of the Small Business Administration, theDepartment of Commerce and the Government of Washington. DC.The Marketplaces permitted a mutual exchange of informationbetween Government and industry concerning opportunities andcapabilities of each. The Marketplaces resulted in theincreased use of women entrepreneurs in our contractingprogram.

o Encouraged women business firms to submit their namesfor placement on our Bidders Mailing List.

o Encouraged contracting officers to include women-owned business firms in every solicitation opportunity.

7 ! 3
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Page 2

The impact of the initiatives listed above is that more
women-owned businesses are now aware of our contracting
opportunities; they are responding to our announcements;
and, they are becoming the uccr 'sful offerors. In the last
four fiscal years there was a 184 percent increase in the
dollars expended with women-owned businesses. We recommend
expansion of the outreach program to further increase the
involvement of women entrepreneurs in the contracting
program.

2. Information for each of the prior four fiscal years is
as follows: (Dollars in thousands)

a. Lima
Year

Total Procure- Total Donal percent of
sent Dollars Awards to WBEs Participa-

tion by WBEs

1984 $ 519,705 $ 5,219 1.0

1985 $ 636,078 $ 8,808 1.4

1986 $ 652,857 $ 9,716 1.5

1987 $1,052,811 $ 14,873 1.4

Our system does not retain information on the numbers of
awards made to WBEs, nor can we separately identify women-
owned 8(a) firms.

b. Efforts made by the Department to ensure that women-
owned businesses appear on our bidders list are described in
the initiatives cited above.

c. The total dollar amount of subcontracting is as
follows: (Dollars in thousands)

fiscal Year Total Subcontract Dollars

1984 $ 7,420

1985 $ 5,975

1986 $15,330

1987 $ 2,699
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Page 3

Our system does not collect the extent of participation by
women -owned businesses in the subcontracting program.
Currently, there are no provisions for prime contractors to
establish goals nor to report upon the utilization of WBS's
as subcontractors.

3. The majority of the Department's grant monies are for
formula grants which involve statutory entitlements for
state or local governments. Limited funding is made
available for discretionary grants to private non-profit
corporations, research organizations and universities.
Seldom is grant money available for awards to private
businesses. Therefore, the percentage of our grants made to
women-owned businesses over the last four fiscal years is
minimal. The total dollars awarded in grants over that
period are as follows:

Fiscal Year

(Dollars in thousands)

Total Grant Dollars,

1984 $ 117,451

1985 $ 143,059

1986 $ 245,022

1987 $ 416,794

4. The Department of Justice does not provide commercial
creiit to business enterprises.

5. The only data the Department maintains regarding women-
owned business firms is the total dollars awarded to such
firms through contract actions. The data is utilized to
determine the percent or participation and to show the
progress of the Department in awarding contract actions
to women-owned business firms.
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NASA
National Aeronautics and
Space Administration

iNashington D C
20546

4w"""nof XC:BB:mg

Chairman John J. LaFalce
Committee of Small Business
House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

VAl 31988

This letter is in response to your inquiry of April 19, 1988, to
Dr. James C. Fletcher requesting information relative to hearings
you are planning to schedule on women business enterprise.

Since the signing of Executive Order 12138, NASA established a
Women's Business Enterprise Program to coordinate its efforts to
ensure equitable procurement opportunities for women-owned
business. We have worked to increase employee awareness of our
commitment to women's business enterprises. The principal
elements of the program included the development of women-owned
business sources, counseling and assistance, aid ensuring an
awareness f prime and subcontracting opportunities.
Administrative policies and procedures were established in
support of women-owned business enterprises. The responsibility
for program management has been placed with NASA's Director of
Small aid Disadvantaged Business Utilization. The Deputy
Administrator exercises general overs ght the program s
implementation. This dictates our involvt ent in every aspect of
the program to ensure the participation, successful performance,
and viabilitly of the female business community.

The following information is provided in response to the
questions asked in your letter:

Question 1

Executive Order 12138 requires that each Federal department
and Agency "take appropriate action to facilitate, preserve
and strengthen women's business enterprise and to ensure
full participation by women in the free enterprise systems."
Please identify every initiative your Agency has undertaken
pursuant to this Executive Order, the impact of the
initiative, the office responsible for the initiative, your
assessment of the succe s or failure of each, and your
recommendations for future initiatives.
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2.
Answer 1

Assigned the responsibility for the Women's Business
Enterprise Program to the Agency's Small Business Advisor in
the Office of Small and Disadvantaged Business Utilization

enAssigned the Small Business Advisor as the
representative to the Interagency Committee on

Women's Enterprises.

Participated in the Whetpleee for the Whit. Neese
Seefesete for women business owners.

Participated with the Small Business Administration
in the series of one day 1111WINall&44141441144s for
women in 21 cities on how to do business with NASA.

On a continuing basis, targeted women-owned firms in high

of our installs 1"1"1.146.
technology to

til"
testes list at each

Placed the names of qualified women-owned businesses on the
Mil Fist fee esti selieltattag.

Presented to women's groups to acquaint them withthe pitiammtnal:tai basilaSS, with NASA.

Cooperated with the Women's Business Enterprise
Program in developing a check-list of requirements
for new businesses owned by women. The check-list is
included as part of a package furnished these businesses.

Established meaningful WIPP for the participation
of women-owned businesses in NASA procurement. Have
1000011Pd44b polde seals since establishment of the
program in NASA in fiscal year 1980.

Participated in the lloggilmeheerteet activities
sponsored by the Department of Commerce.

Expansion of the Women's Business Enterprise Program
will: (a) require continuation of the present effort to
assist women business owners, and; (b) legislation to create
a preferential program for women-owned businesses.

Question 2a

Please supply the Committee with the following information
for each'of the last four years: The number, total dollars,
and relative percentages such figures represent for all
contracts awarded by your Agency to women-owned businesses
identifying separately awards made pursuant to Section 8(a)
of the Small Business Act.

7
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Answer 2a

$25K TO WOMEN-OWNED SMALL BUSINESS

3.

Amount

CONTRACTS OVER

Fiscal Year Mo of Contracts Percentage* (000)

1984 126 .40% $23,044
1985 134 .56% $36,543
1986 120 .77% $47,583
1987 114 .80% $50,826

CONTRACTS OVER $25K TO 8(A) WOMEN-OWNED SMALL BUSINESS

1984 14 .12% $7,024
1985 13 .07% $4,858
1986 15 .24% $14,615
1987 17 .16% $10,041

** Percentage of total awards to business

Question 2b

The efforts made by your Agency to ensure that women-
owned businesses appear on government bidders lists
and are being forwarded solicitation packages for
contracting opportunities.

Answer 2b

Continual efforts are made by NASA to ensure that the
names of qualified women business owners are placed
on the bid list for each solicitation.

Question 2c

Total dollar amount of subcontracting commitments
made by large prime contractors with your Agency and
efforts to encourage primes to utilize women-owned
small business concerns.

Answer 2c

In answering this question we assumed your inquiry pertained
to subcontracting commitments to women-owned businesses.
Subcontracting plans, as required by Public Law 95-507
contain only requirements for subcontracting to small and
disadvantaged firms. TIWWW1,1141-POWIN ST" MOtiltillid
for ssNsmtract awards to voseonoopoll bosioessoW. We are,
however, aware that NASA prime contractors are awarding
subcontracts to women-owned businesses. To assist toward
that end, each NASA solicitation in excess of $500,000
costotkotrivetIttolvtlitr ate ow ow* wybewetreettip,

ter oomworourol trotoots4

72
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4.

Question 3

If you Agency makes grants or loans, please supply the
following information for each of the last four years.
The number, total dollars, and relative percentages
such figures represent for all such grants or loans
made to women-owned business.

Answer 3

This question is not applicable to NASA, since we donot have a loan program. All NASA grants are issued
to non-profit and educational institutions. There
are no statistics available that track any grants
that may be issued to a non-profit, women-owned
institution, or to an educational institution.

Question 4

If your Agency has programs relating to, or regulatory
authority over, the provision of commercial credit, in
any form, describe any initiatives undertaken by the
Agency, or subject to its programmatic or regulatory
authority, that are directed toward women business
owners or that may be more likely to affect such owners
in any significant way. In your response, please detail
such program or authority and provide such statistical
or other data that may serve to describe the effortsof your Agency.

Answer 4

This question is not applicable to NASA since we do
not have regulatory authority or the provision for
commercial credit.

Question 5

Please list the types of data within the control of yoJr
Agency regarding women-owned businesses, indicating the
usage that your Agency has for such data, the sufficiency
of the data, its reliability and any improvements in
data collection, retrieval or usage planned or desired
by toe Agency to better assist its efforts in this area:

Answer 5

NASA's collection of this information is accomplished
by completion of the Individual Procurement Action
Report, NASA Fors 597. This form is enclosed for your
information. Blocks 17 and 36 are utilized for the
compilation of statistics with regard to women-owned
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S.

and 8(a) business, inclusive of women-owned. The information
provides NASA with valuable information on the economic
impact of the space program, and a means of conducting
in-depth studies of the economic sigificance of the program
to specific sizes and types of business. It also provides
funding information on specific NASA programs and is utilized
in supporting statements during Congressional hearings. This
data is considered sufficient and reliable, and it is updated
as requirements dictate. NASA has an automated data retrieval
system in place that ensures the reliability, and easy access of
this data.

Thank you for the opportunity of providing you information about
NASA's Women's Business Enterprise Program.

Sincerely,

. McBride
ant Administrator
ngressional Relations

Enclosure(s)

cc:
XC (C23719)
AEN (A88-01553)
H /Admiral S. J. Evans
NN/N. Ridgway
K/E. 0. Rosen

7 2- u
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NATIONAL SCIENCE FOUNDATION
WASHINGTON 0 20SSO

May 2, 1988

Honorable John LaFalce
Chairman
Committee on Small Business
House of Representatives
Washington, D. C. 20515

Dear Mr. Chairman:

In your April 19, 1988, letter to Mr. Erich Bloch, Director of
the National Science Foundation, you requested that NSF provide
the Committee with responses to several questions related to the
oversight hearings on women's business enterprises.

NSF has two offices (Office of Sail Business Wad 01116se of
Aloadwantagad BusineeS UtilisatioA) whose major

Ptftig: are to provide information, guidance and assistance to
small, small and disadvantages., and woman -owned businesses
interested in the Foundation's research or procurement
opportunities. A former Director of the Office of Small Business
RAD served as the

a
repreeentati on the Interagency

on Women's
ve

!nest enterprise that assisted the
Iresidential Task Force with the development of the "Report of
the President's Task Force on Women Business Owners."

NSF's primary program missions focus on support for basic
scientific and engineering research, and science and engineering
education. N3F obligates most of its funds through grants to
support research projects proposed by a variety of performers in
response to both solicited and unsolicited proposals. Formal
proposals are evaluated for scientific or technical merit by
scientists, eugineers, or other experts knowledgeable in the
subject matter from the academic, industrial, not-for-profit
communities, and from other Federal and government agencies.
Thus, the 7oundation does not procure major amounts of goods or
services from the general commercial market. Generally, NSF does
no; contract for research.

The Foundation does not make or insure capital loans to
businesses or provide commercial assistance type funding. In
addition, NSF does not support projects in business
administration or methods, or for the development, general
production or marketing of products.

However, there are NSF programs, consistent with our missions,
that relate in the long term to increasing opportunities for
women to succeed as scientists and technologists in business ox
academic careers. These programs are identified and described on
page 5.
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Honorable John LaFalce 2.

The following responses are provided in the order in which the
questions appeared in your letter.

1. From 1979 to present, NSF's initiatives undertaken to
implement Executive Order 12138 include:

a. Use of the SPA PASS list to identify wumen-owned small
R&D and high technology firms. Each firm on the iist was
mailed a copy of our Small Business CUM to Federal R&D
together with a memo from the Director, Office of Small
Business R&D, (OSBRD) inviting the use of that office
advice and guidance concerning NSF research/procurement
opportunities. Approximately 40-50 contacts to the osimp
resulted from that mailing, and contacts to other agencies
may have resulted also from use of the Guide.

b. Use of the total PASS, FPDC, and other SBIR participating
agencies' mailing lists, which include women-owned firms, for
nottfication of NSF-sponsored small business conferences and
fog mailing of NSF Small Business Innovation Research (SBIR)
Program solicitations. Although conference registration data
do not identify women-owned firms, the agency representatives
working the one-on-one counselling sessions report a
significant increase in the number of women business owners
seeking both research and procurement opportunities at the
NSF. In addition, the number of SBIR awards to women-owned
firms has increased steadily over the past four years.

c. Transmittal by the Director, Division of Grants and
Contracts, of procurement instruction to NSF contracting
officials related to the inclusion in NSF contracts of
clauses regarding the utilization of women-owned business
concerns.

d. Increased outreach efforts by NSF small business program
open -y- sponsored

procurement fairs, eilltrearetplhee, ta.geted to
specialists through

gn e
Jr, ;malt

t
women-owned bup'nesses. At least a half down immediate
follow-up contacts result from such fairs. In a number of
instances those firms have competed successfully for N§F
procurement awards.

e. Agency procurement preference pAANUMMiliele, which
include goals for women-owned business, are monitored by
NSF's OSDBU Director, Competition Advocate and Procurement
Executive. Such monitoring increases the level of awareness
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Honorable John LaFalce 3.

l program and contracting officials of such goals and
results in strong efforts to accomplish and exceed the
established goals.

f. Future recommendations: NSF plans to continue its out-
reach efforts to identify and encourage the participation of
women-owned business in research and procurement
opportunities. In addition, the day prior to the start of
the annual NSF sponsored small business high tech
conferences, a special session is scheduled for small
business firms underrepresented in Federal R&D. This
session is designed to introduce these firms to the federally
funded R&D arena and will include a seminar on proposal
preparation, as well as provide opportunities to meet with
fedaral managers of small business R&D grant and procurement
programs.

2. a. NSF contract actions to women-owned businesses for fiscal
years 1984-1987, excluding GSA/FSS, as reported to SBA
pursuant to provisions of P.L. 95-507:

Fiscal Year No. of Contract Total $ t of Agency
Actions Awarded Total Primes

$ in Millions
1987 329 82.807 7.38%
1986 177 82.313 3 8%
1985 68 $2.392 1.-33
1984 63 $1.230 ..43%

8(a) award data for women-owned businesses from 1984-1987 is
provided below:

FY 1985--2 awards totalling $358,633

b. The Foundation's missions, small size, lack of field or
regional offices, and use of the GSA Supply Schedule
contracts limits the overall number and variety of
procurement requirements. Most larger NSF procurement
requirements are met through competitive negotiations of
proposals submitted in response to Requests for Proposals.
NSF publicizes these opportunities in the Commerce Business
Daily. In addition, NSF often uses mailing lists of other
agencies and professional organizations to announce research
opportunities. NSF programs also maintain mailing lists for
those interested in receiving program announcements and
solicitations.

Small firms owned by women and minorities are encouraged to
submit their capabilities and experience statements to the
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Honorable John LaFalce 4.

OSDBU for inclusion among their source files and also for
circulation to appropriate NSF offices and divisions for
information and considevsit on.

c. Subcontracting opportunities are available under a few
large prime contracts for the management and operation of
major research facilities and related activities. Most of
NSF's major prime contractors are universities or nonprofit
scientific research organizations. Approximately 40 to 50%
of NSF's total subcontract dollars go to a university
which serves as the U.S. science operator, responsible for
drillship operations, for the International Ocean Drilling
Program activity. Consequently, commercial-type
subcontracting opportunities are not that significant. To
implement provisions of P.L. 95-507, NSF prime contractors
were contacted by NSF contracting officials and advised of
the requirements to establish meaningful goals for subcon-
tracts to small, small and minority, and women-owned
business. NSF contracting officials review annual
subcontracting plans of major prime contractors and encourage
utilization of women and minority-owned firms wherever
feasible.

Total Subcontract Dollars Awarded by Primes
(S in Millions)

Fiscal Year 1987--$41.590
Fiscal Year 1986--$74.851
Fiscal Year 1985--$63.766
Fiscal Year 1984--$34.044

3. As noted elsewhere in this submission, NSF obligates moat of
its funds through grants to support basic scientific and
engineering research and improvements in science and
engineering education. While NSF does not make loans or have
programs specifically for business development, there are
other activities that relate to the underlying purposes of
Executive Order 12138. These activities are identified
below.

a. Information on grants awarded to women-owned businesses
is available only on awards made in resphnse to the annual
Small Business Innovation Research (SBIR) program
solicitation.

731
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Honorable John LaFalce 5.

SBIR Awards to Women-Owned Businesses

Fiscal Year No. of Awards Total Dollars 4 of SBIR
Awarded Budget

$ in Millions

1987 $1.771 11

1986 $1.098 7

1985 $ .310 3

1984 -0-

Information on NSF grants with women principal investigators
is provided below. These data include awards resulting from
unsolicited research proposals and special program
initiatives for women. These programs include: Research
Opportunities for Women (ROW), Visiting Professorships for
Women (VPW), and Career Access Opportunities in Science and
Technology for Women, Minorities, and the Disabled (ACCESS).
These special initiatives support activities designed to
attract, retain, and broaden the participation of women in
science and engineering, and to increase the number of women
in research funded by NSF.

NSF Support to Women (excluding SBIR awards above)

Fiscal Year No. of Awards Total $ (in Millions)

1987 1,560 $101
1986 1,391 $ 80
1985 1,169 $ 81
1984 999 $ 60

b. NSF's efforts to encourage participation of women in
grant programs are identified below:

The National Science Board (the policymaking body of the
NSF) and the NSF Director, are strongly committed to
broadening the participation of underrepresented groups in
NSF's programs and into the mainstream of research and
education. NSF's commitment3 are evidenced by the
special initiatives noted below.

The Foundation's polily statement on affirmative action
addresses composition of the agency's advisory committees,
proposal reviewers and panelists with regard to women,
minorities, and handicapped persons.
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Honorable John LaFalce
6.

NSF Assistant Dirc^tors established plans to promote full
participation of women, minorities, and the handicapped in
their activities. These plane received distribution within
the agency.

NSF program announcements, RFPS, and information brochures
contain language that encourages women, minorities, and the
handicapped to submit proposals.

NSF has a Committee on Equal Opportunities in Science and
Engineering, appointed by the Director, to provide advice on
activities to encourage full participation in science and
engineering by underrepresented groups.

Also, the NSF Director recently announced the establishment
of an internal Committee on Programs for Women, Minorities
and the Disabled. This Committee will review existing
programs, policies, and initiatives and advise on their
effectiveness.

NSF is actively involved in the Interagency Task Force on
Women, Minorities and the Handicapped in Science and
Technology.

4. NSF does not have programs relating to or authority over
the provision of commercial credit.

5. Data on women-owned businesses is collected to the extent
necessary to meet statutory reporting requirements.
Organizations are requested to identify whether they qualify
as a small, minority, or woman-owned business. This
information is requested on NSF's proposal cover sheet.
Also, NSF collects information on proposal reviewers and
NSF funded project directors in order to monitor the
operation of its review and award processes. Submission of
these data is not mandatory and is not a precondition of
award. Experience to date indicates that these data are
reliable and reflect a high level of accuracy.

I hope that this information proves helpful to the Committee.

Sinc

41naid Se ich
Director, Office of
Small Business R&D
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UNITED STATES
NUCLEAR REGULATORY COMMISSION

WASHINGTON 0 C 20555

The Honorable John J. LaFalce
Chairman, Committee on Small Business
United States House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

May 2, 1988

This responds to your letter of April 19, 1988, requesting information
regarding actions taken to ensure full participation of women-owned businesses

in our acquisition program.

Answers to your specific questions have been separately addressed and included
as an enclosure to this letter.

I hope this information will assist you during your oversight hearings on
women's business enterprises.

If I can provide further information, please let me know.

Sincerely.

Enclosure:
As stated

-,c,
Victoi r.

Executive Director for Operations
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QUESTION 1. Executive Order 12138 requires that each Federal department

and agency "take appropriate action to facilitate, preserve

and strengthen women's business enterprise and to ensure full

participation by women in the free enterprise system." Please

identify every initiative your agency has undertaken pursuant

to this executive order, the impact of the initiative, the

office responsible for the initiative, your assessment of the

success or failure of each, and your recommendations for

future initiatives.

ANSWER.

The U.S. Nuclear Regulatory Commission has undertaken several initiatives

pursuant to Executive Order 12138. Our Office of Small and Disadvantaged

Business Utilization/Civil Rights 101401/C0 is represented on the

Interagency Committee on Women's Business Enterprise (IACWBE) established by

this Executive Order. Harris Coleman, OSDBU/CR, served as Subcommittee

Chairman and actively participated in the drafting of a Model Training Program

for the novice woman business owner who wants to do business with the Federal

Government. This training program is set forth in Appendix D of the

Committee's 1987 Annual Report, a copy of which is enclosed. Further, the

OSDBU/CRIIIIMPIONNLitail major precomen conferencesiwhere there is an

opportunity to meet small businesses including women-owned businesses.

Examples of such conferences are: The May Small Business Week Conference, the

Lafalce/SDBU/CR
4/27/88
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QUESTION 1. (Continued)

MENIoNembetp14411 Symposium for women-owned businesses (for which the NRC gave

financial assistance through the U.S. Department of Commerce), and the October

Minority Enterprise Development Week. Many copies of the above-mentioned Model

Training Program were given to women business owners who attended these

conferences. We are pleased to note that this Model Training Program has been

very successful in acquainting women-owned small businesses with the federal

procurement process.

Finally, we believe that Congress should appropriate funds for an annual

national woman-owned business conference like the MEGA-Marketplace

SyMposium. In our view, the conference should be held on the East Coast with

a series of training lectures on a variety of procurement topics as part of

the agenda. In addition, the conference would provide an opportunity for

women-owned businesses to meet with representatives from Federal agencies to

explore areas of mutual interest.

Enclosure: Appendix D of the

1987 Annual Report

88-199 0 - 88 - 24

Lafalce/SDBU/CR
4/27/88
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QUESTION 2. Please supply the Committee with the following information

for each of the last four years:

a. the number, total dollars, and relative percentages such

figures represent for all contracts awarded by your agency

to women -owned businesses identifying
separately awards made

pursuant to section 8(a) of the Small Business Act.

ANSWER.

The following chart displays requested information. Please note that the

totals under columns (6) and (7) are included in columns (2) and (4).

CONTRACTS WITH WOMEN-OWNED BUSINESSES (W08)

(1) (2) (3) (4) (5) (6) (7)
S OF

NUMBER TOTAL ALL TOTAL
PERIOD OF NOB NRC OBLIG. NRC SBA 8(a) OBLIG.COVERED CONTRACTS OBLIG. TO NOB OBLIG. 8(a) TO WOO

FY 88 14 $28,658,112 $1,456,999 8.1% 5 8189,006(TO DATE)

FY 87 19 $49,408,217 $1,359,764 2.8% 6 $224,453

FY 86 17 446,060,490 $1,021,854 2.2% 6 $135,984

FY 85 15 $55,338,70 $1,311,940 2.4% 4 $300,443

FY 84 18 456,172,475 $1,114,856 1.9% 9 $403,473

LaFalce/DC/ARN
4/27/88

7
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QUESTION 2. (Continued)

b. The efforts made by your agency to ensure that

women-owned businesses appear on government bidders' lists

and are being forwarded solicitation packages for

contracting opportunities;

ANSWER.

The agency maintains a Bidders' Mailing List system which it uses to mail

solicitations on a rotational basis to interested firms in the areas of

expertise identified by those firms. glic representatives at Women -Owned

Business Conferences distribute SF 129, "Solicitation Mailing List

BOplicetion," forms advising conference participants to mail these forms

liberally among federal agencies identifying their areas of expertise so

they mey receive solicitation documents directly. Once women-owned firms

are identified on NBC's Bidders' Mailiag List, each of these firms is

provided copies of solicitations within their areas of expertise.

Currently, there are 171 women -owned businesses in our eystep.

LaFalce/DC/ARM
4/27/88

7 4
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ANSWER.

734

c. total dollar amount of subcontracting
commitments made by

largo prime contractors with your agency and efforts to

encourage primes to utilize women-owned small business

concerns.

TOTAL SUBCONTRACT COMMITMENTS

FY88 (1st Qtr) S 651,285

FY87 1,698,522

0'86 2,313,403

FY85 2,976,678

FY84 2,049,809

In order to encourage prime contractors to utilize women-owned small

businesses, the NRC complies with the provisions of FAR 19.9 and inserts FAR

Clause 52.219-13, "Utilization of Women-Owned Small Businesses," in

solicitations and contracts when the contract amount is expected to exceed

the small purchases limitation. Further, the agency reviews all

Leelce/DC/ARM
4/27/88

733
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QUESTION 2c. (Continued)

subcontracting plans to determine if subcontracting opportunities exist for

women-owned businesses. If NRC determines that there are not a sufficient

number of women-owned businesses reflected on a prospective contractor's

Subcontracting Plan, NRC initiates contract negotiations with the firm to

encourage the offeror to consider increasing t',eir participation of

women-owned businesses as they finalize their Subcontracting Plan.

74 0

LaFalce/DC/ARN
4/27/88
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QUESTION 3. If your agrAcy makes grants or loans, please supply the

following information for each of the last four years:

a. the number, total dollars, and relative
percentages such

figures represent for all such grants or loans made to

women-owned businesses;

b. efforts made by your agency to encourage the

participation of women in grant and loan programs.

ANSWER.

The NRC does not make grants or loans to commercial en.ities. The

availability of funds for financial assistance to educational institutions,

nonprofit institutions, state and local governments, and professional

societies is published annually in the Federal Register.

7/11



QUESTION 4.

ANSWER.

737

If your agency has programs relating to, or regulatory

authority over, the provision of commercial credit, in any

form, describe any initiatives undertaken by the agency, or

subject to its programmatic or regulatory authority, that

are directed toward women business owners or that may be

more likely to affect such owners in any significant way.

In your response, please detail such program or authority

and provide such statistical or other data that may serve to

describe the efforts of your agency.

The NRC does not have programs relating to, or regulatory authority over,

the provision of commercial credit.

Lafalce/OC/ARN
4/27/88

74
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QUESTION 5. Please list all types of data within the control of

your agency regarding women-owned businesses indicating the usage

that your agency has for such data, the sufficiency of the

data, its reliability and any improvements in data collection,

retrieval or usage planned or desired by the agency to better

assist its efforts in this area.

ANSWER.

We maintain the capability statements submitted by women-owned businesses

with their SF 129 Solicitation Mailing List Application. We also maintain

data regarding the NRC Annual 6^aling Program and the Annual Report setting

forth actual accomplishments achieved through contract awards to women-owned

businesses.

ANAJWArigfistais s separate list of women -owesd businesses who participate

Omar costractio, mom. We will obtain this information from the

representations and certifications submitted by women -owned businesses

in response to our solicitations. We plan to issue solicitations on a

rotational basis to these women-owned firms so th-t they can compete with

others for our contract awards. We also plan to send this

inforriti-, to our SDBU/CR Oftice.

74
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U S. SMALL BUSINESS ADMINISTRATION
WASHINGTON. D C 20416

Honorable John J. LaFalce
Chairman
Committee on Small Business
House of Pspresentatives
Washington, D.C. 20515

Dear Mr. Chairman:

RECEIVE',

,OFF

Canto W7 E:11

This is in response to your letter of April 19, requesting

answers to questions addressigg government policies and
programs which affect women business owners.

Question 41

IRS figures show that in 1980 there were 2.5 million women
non-farm sole proprietorships with receipts of $36 billion.
The latest IRS figures show that there are a total of 3.7
million women non-farm sole proprietorships with receipts of

$65 billion.

One of the responsibilities of the Office of Women's
Business Ownership is to negotiate contract goals for
women-owned businesses on an annual basis. Negotiation of
prime contracts goals with all Federal agencies began

1979 with total agency achievements at $181.3 million.
Every year since 1979 there has been a dramatic increase in

both goals and achievements. Goals in 1987 reached $1,496.4
billion and achievements were 11 of the total Federal
procurement dollar or $1,731.7 billion. The result of the
continually increasing Federal procurement goals to
women-owned busi not only translates into business
growth but assists in expanding the size of the firms.

There is no government-wide set-aside program to assure a
certain percentage of procurement for women. Negotiations

with Federal agencies for increased procurement is

accomplished through a process of negotiation which has been

successful. Continued congressional pressure to increase
minority goals could have a negative impact on future
procurement goals for women.

The Office of Women's Business Ownership servPs a
constituency of nearly 1/3 of the small business community

by strengthening and promoting women-owned businesses,
particularly where the lack of business education and

management skills are a factor impeding success.

7 4
*JC
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Cont. Question 1

In the last eighteen months major co-sponsored conferences
attracted 29,000 attendees. There is not only educational
value attached to these conferences but also a networking
and Racketing value to attendees.

Publications which provided comprehensive information onNode- 1 legislation, regulations, data and procurement have
been disseminated to over 4,000 women annually.

The SBA has consistently provided training and counseling
opportunities for all people interested in owning a small
business. The OWBO, however, is the only office within SBA
to specifically target women. Each office in the agency has
promoted the participation of women in order to mainstream
them in the general business community.

The OWBO has successfully implemented this agency's
initiatives by providing conferences, training publicationsand briefings.

Question 2. a.:

Formal contracts for the following years:

Fiscal Year 1984:

8(a) : Twenty four (24) actions for 62,089,000.00
Non -8(a) : Ten (10) actions for 3171,018.00

Fiscal year 1985:

8(a) : Twenty one (21) actions for $1,332,474.00
Non-8(a) : Six (6) actions for $373,910.00

Fiscal year 1986:

8(a) : Twenty one (21) --tions for 61,580,524.00
Non-8(a) : One (1) actidn for $51,117.00

Fiscal year 1987:

8(a) Eighteen (18) actions for $3,130,760.00
Non-8(a) : Five (5) actions for $74,960.00

Totals:

8(a) : Eighty Pour (84) actions for $8,133,338.00Non-8(a) : Twenty two (21) actions for 3471,115.00
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Cont. Question 2

Question 2. b.:

The Office of Procurement and Grants Management maintains a
current bidders list containing names of past women-owned
businesses awarded SBA contracts. These firms are notified of SIA
contracting opportunities.

Question 2. c.:

The Office of Procurement and Grants Management has never
maintained records pertaining to subcontracting commitments of
large prime contractors.

Question 3. a. and b.:

The Office of Procurement and Grants Management is responsible for
issuing grant awards for the SBA's Office of Minority Small
Business for some 160 awards totaling over 10 million Federal
dollars.

Question 44

The Small Business Administration provides loan guarantees and
direct loans to small businesses which are otherwise unable to
Obtain financing from commercial lenders on reasonable terms.
SBA, like all lending institutions, has certain credit and policy
requirements that all applicants must meet. Among those
requirement:, are an adequate equity investment in the business,
evidence of ability to repay the loan from earnings and a
reasonable -mount of collateral. While every effort is made
within the srope of our authority to assist women-owned small
businesses, suu applicants must meet the same credit requirements
that all loan applicants must meet.

The following information pertains to SBA loan approvals for
Fiscal Years 1984 through 1987.

BUSINESS LOAN APPROVALS
Fiscal Year 1984-1987

(S's in million)

Loans to Women-Owned Business Loans to All Busi

Number
of Loans

% of Total
4's

Total
Amount

Number
of Loans

Total
Amount

1984 2,103 10.7% $212.6 19,664 3,104.7

1985 2,131 11.9% $210.6 17,898 2,991.7

191 6 1,515 10.0% 5199.8 15,,97 2,648.2

1987 1,555 10.1% $203.3 15,430 2,834.5
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502/503/504 LOANS
APPROVED TO WOMEN-

OWNED BUSINESS

Fiscal Year Number

% of Total

Portfolio Amount Portfolio
-271V-1984 61-- -177C- 13713W

1985 83 5.79 15,136 4.9%

1986 59 3.8% 11,912 3.4%

1987 65 3.9% 16,541 4.2%

268 S52,843

Question 95

The Small Business Administration is not, itself, in the
position to originate basic data about women-owned business,
but the SBA does have an active program of analyzing and
publishing relevant data which has been developed by othersources. For example, the Office of Advocacy obtains and
analyzes information on women-owned business fro. both majorFederal business data sources, the Bureau of the Census and the
Internal Revenue Service.

The Bureau of the Census, at
five-year intervals, collectsinformation on the number of women business owners, the number

of women business owners with employees, the receipts of women
business owners, and the location of women-owned busi
This summary data is usually published by Census with a
three-year lag, i.e., the 1987 business census data will bepublished in 1990.

The Internal Revenue Service collects information on
women-owned sole proprietorships, but does not publish suchdata. (Gender identification of partnerships and corporationsis not available). The Office of Advocacy pays for a specialtabulation from the Internal Revenue Service which provides
up-to-date data on the number of women-owned sole
proprietorships and their receipts. The latest available
Census data are from 1982, while the latest Internal Revenue
Service data covers the year 1985. (This 1985 data is being
published in the 1988 State of Small Business).
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Cont. Question 5

As a follow-up to the 1982 Business Census, the Office of
Momen's Business Ownership within the SBA and the Minority
Business Development Agency of the Department of Commerce
co-funded an in-depth survey of women-owned and minority-owned
businesses. The Bureau of the Census recently published
summary data from this survey in a volume called
Characteristics of Business Owners. There is considerable data
from the survey which is available at Census, but has not yet
been published or analyzed. At the present time, the Office of
Advocacy is actively working with Census to accelerate the use
of the data. In fact, the Office of Advocacy has recently
arranged to have one of its professional economists become a
deputized Census agent so that we can access the data in the
Census office directly. The Office of Advocacy will publish
its research in a companion volume to the 1988 President's
Report during the late summer. The sample data sets developed

the Bureau of the Census during this project will also be
available to outside hers at relatively low cost. The
Office of Advocacy also maintains data on approximately 5
million business establishments in its Small Business Data
Base. The SBA data is licensed from private sources which
obtain basic information on a voluntary basis. In the licensed
data, businesses are characterized by industry, geographic
location, employment size, age, and sales, but not by race or
gender of ownership. Sampling techniques have been used by SBA
to develop working samples of women or minority-owned
businesses within the Small Business Data Base, but expanding
such random sampling to obtain ownership data for the entire
file is not practical due to significant methodological
limitations.

SBA collects data from several sources on procurement from
women-owned firms. The SBA Office of Procurement collects data
from other federal agencies and is dependent upon cooperation
from the other federal agencies to ensure that the procurement
data collected meets the definitions and standards established
by the Small Business Administration. The Office of Advocacy
produces somewhat more extensive data on procurement from
women-owned businesses using information obtained from the
Federal Procurement Data Center (PM). The SBA generated data
is available earlier, but is not as detailed as the FPDC data.
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We are not aware of any other Federal data collections
specifically related to either women-owned business or
minority-owned business, other than the collections citedabove. The Office of Advocacy, from time to time, undertakes
surveys of small business in connection with studies of applied
policy issues of concern to small business. It is policy
within the Office of Advocacy that these studies, whenever
possible, be organized to provide information on women-owned
business or minority-owned business.

We appreciate the opportunity to comment on these questions.

incerely,

44101
James Abdnor
Administrator



745

U S SMALL BUSINESS ADMINISTRATION
WASHINGTON D C 20416

RECER/F:

2 i968

Cornetitee ea SMII i

April 29, 1988

Honorable John J. LaFalce
Chairman
Committee on Small Business
2367 Rayburn House Office Building
Washington, DC 20515

Dear Congressman LaFalce:

Enclosed please find the information you requested on goals and
achievements for women business owners over the past several

years.

I understand I will be asked to testify on May 11 and I as
looking forward to the opportunity.

With every best wish, I remain,

Sincerely,

Carol M. Crockett
Director
Office of Women's

Business Ownership

Enclosure
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WOMEN'S BUSINESS OWNERSHIP PROCUREMENT REPORT
FEDERAL PRIME CONTRACT AWARDS

WOMEN-OWNED BUSINESS GOALS AND ACHIEVEMENTS
(Dollars in Millions)

(1982)

Dollar Goal Actual PrimePrime Contract Contract
Awards to Awards to,
Women - Owned'

Women-Owned4
Business Business

Defense 305.0 402.0Energy 25.0
78.5NASA 6.6
11.8GSA(Non-FSS) 21.5
30.8-GSA(FSS Only) 13.8 9.8TVA

8.0 *VA 20.2
*Agriculture 12.0

19.0HHS 13.4
lb.8Interior 11.6
22.6Transportation 9.1

*-EPA
2.5

2.2-Labor 14.1
10.2Justice .75 2.6Commerce 3.4
2.9AID

1.6
*HUD

6.2
*Treasury 0.5
4.7NSF

.3
*- State 3.0

2.4FEMA .27
.530NRC 0.0
.216Education 1.9 *-U.S. Info. Agcy. 0.3
.282OPM

.07 .461SBA

.1
ACTION .06

.415PADC .0 *ALL OTHERS 1.71

TOTALS 482.96

'Source: Office of Women's Business Ownership
Small Business Administration

*Agency Reports not yet available

2Source: Individual Agency Reports
3Source: Unofficial from Agency letter

75A
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WOMEN'S BUSINESS OWNERSHIP PROCUREMENT REPORT
FEDERAL PRIME CONTRACT GOALS AND AWARDS

WOMEN-OWNED BUSINESS GOALS AND ACHIEVEMENTS
(Dollars in Millions)

(1981)

Federal Agency

Dollar Goal
Prime Contract
Awards to
Women-Owned"
Business

Actual Prime
Contract Awaxds

to Women-Owned l
Business

Defense 235.0 336.0

Energy 15.0 38.0

NASA 6.8 7.7

GSA(Non-FSS) 21.5 21.3

GSA(FSS Only) --- 14.1

-TVA 7.2 4.5

VA 10.1 24.0

Agriculture 11.1 19.7

Interior 9.8 26.7

Transportation 20.0 25.0
- HHS 27.2 24.3

EPA 4.0 2.6

Labor 14.5 56.1
-AID 2.3 1.7

Education 1.8 2.4

-HUD 9.1 8.6
Treasury 1.4 .5

-Commerce 5.4 4.3

Justice .25 3.7

NSF .2 .486

PIMA .34 .417

State 3.5 3.5

U.S. Info. Agcy. .34 2.4

NRC .34 .022

OPM .06 .185

SBA .2 .564

ACTION .1 .126

PADC .4 ---
ALL OTHERS --- 2.6

TOTALS 407.93 631.5

'Source: Office of Women's Business Ownership
Small Business Administration

2Source: Individual Agency Reports

7`'4
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OFFICE OF WOMEN BUSINESS OWNERSHIP SUMMARY
REPORT ON FISCAL YEAR 1986 TOTAL WOMEN SMALLBUSINESS PRIME CONTRACT AWARDS GOALS

DOD
DOE
NASA
GSA
VA
TVA
USDA
NHS
COT
001
EPA
001.
DOJ
00C
AID
HUO
00111
NSF
STATE
PEAR
MC
NOEL
us m
OPM
SSA

Jo4ntly Established Final
Proymtions

Est Total Small
Procurefeimf Nu skins

Volume Established
Awards Coal

142 800 0 26 400 0
11 513 0
6 372 0

404 0

2 8711 6
567 0

2651 9
1 048 6

27
641 5

2 006 0
960 0

i 554 8
910 2

1 736 4
316 8

i 021 0
5755
409 3

615 0 162 7
573 6
442 6

70 1

356 7
90 0

264 0
98 3

148 i
713 0

262 3
89 i

190
99 4

200 0
4 1

235 0
76 5

530 358
5

151 0
110 0

29 6

60 6
20 6

200
25
10 3

(8 on millions)

womoni
Goal%
of Total
Awards

6 5% 925 0
3 5% 65 0
8 9% 39 0

36 6% 39 4
41 0% 42 4
369% 80
54 % 402
27 9% 27 9
359% 276
56 2% 19 4
31 5% 10 5
12 5% 6 3
30 2% 4 9
34 9% 7 6 2
30 1% 9 0 3
58 0% 5 6 4
37 9% 6 3 2
2 2% 6

43 6% 13 3 3
168% 4
39 5% i 1 2
20 0% 3 0 2
24 5% 22 20

73 120
68 5% 5 2S

Actual Achlemmem by
Fedora! Agency

Total Pm-
041441min1 Small

Volume &minims
Award, Shams

7 4 136 500 0 26 900 0
7 % 13 250 i 360 0
62% 6 206 3 613 0
75% 3 706 8 1 120 9

1 6 0 o 2 843 4 610 9
3 % 2 570 0 1 360 4
0 % 2 576 3 1 105 6
5 % 1 576 1 368 5
6% 2 134 3 7366
9 go 1.151 4 477 1
7 % 642 0 152 9
1 % 554 2 665
1 % 419 i 711 6
1 % 381 6 97 0
4 % 443 3 132 3
0% 224 1 101 94% 3641 4 152 3
42% 196 6 5 17% 301 If 124 5
2 55 199 3 406
0 at 46 1 18 4
0 % 173 3 36 5

% 814 130
% 452 207
% 280 ,1 1

19 7%
2 7%
9 9%

30 2%
34 0%
546%
521%
31 0%
345%
50 6%
25 6%
126%
30 6%
33 1%
30 6%
53 0%
39 2%
2 6%

36 6%
209%
43 2%
21 6%
229%
520%
605%

Woman's
Sham

1 100 0
150 6
49 8
61 3
39 0
49

379
36 6
251
24

7 0
67
5 6

13 i
9 2
2 4

20 6
2 3
6 2

4
1 0
3 0
23

2
15

68 87 GOAL

1 8 N 1 11 %
1 1 % 8 at
I% 8%

1 1 % 1.1 %
1 4% 11 %
2 % 4 %

14 % 18 %
24 % 1 9 %
12% 14%
1 3946 1.$ 04
12 % 11 %
1 3 N MN Awl
34 % SI %
19 % 331 %
1 0% 4 96
53 % 4 1%
1 18% 12 %
22 % 1 9%

2 % 2t%
222% 245%

1 6% 2 45
29 % 2.11 %

% 7814
2.5 % J %

16
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TRENDS IN FEDERAL PRIME CONTRACT AWARD ACTIVITY

FY

1979

TO WOMEN OWNED SMALL BUSINESSES

AchievementsGoals
(mils.)

$181.3

1980 $211.3 388.4

1981 407.9 631.5

1982 480.4 683.3

1983 640.0 863.4

1984 865.7 1,146.6

1985 1,066.3 1,283.3

1986 1,330.2 1,613.7

1987 1,496.4 1,731.7

Percentage of Prime Contract Award Achievements
to Womenowned Small Businesses to Total Procurement

FY

1979 .22

1980 .37

1981 .56

1982 .52

1983 .57

1984 .71

1985 .74

1986 . .9

1987 1.0

7 5



FY

1979
1980
1981
198:'
1983
1984
1985
1986
1987

750

564

TRENDS IN FEDERAL PRIME CONTRACT AWARD ACTIVITY
TO WOMEN OWNED SMALL BUSINESSES

Goals
tails.)

*211.3
407.9
480.4
640.0
865.7

1,066.3
1,33(.2
1,496.4

Achievements
(ails.)

*181.3
388.4
631.5
683.3
863.4

1,146.6
1,283.3
1,613.7
1,731.7

Percentage co: ?lime Contract Award Achievements
to Women-owned Small Businesses to Total Procurement

FY

1979 .22
1980 .37
1981 .56
1982 .52
1983 .57
1984 .71
1985 .74
1986 .9
1987 1.0

7 :' :)
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FY
ETHNIC
CATEGORY

WnNEN LOAN APPROVALS/DISBURSED
AS OF 4/30/88

4 LOANS TOTAL AMOUNT SBA AuUNT

1

84 MINORITY 381 133,925,450 5309471,748

84 NON/MINORITY 15i2 51621990,229 1143,479,773

1913 SO 6,915,679 5173,9510521

85 MINORITY 198 5369449,288 132,897,339

85 NON / MINORITY 1509 1161,754,284 5141,8719016
1

1907 $19;12039572 $174,768,355 CR
P.I

86 MINORITY 231 $311[13,498 $26,441,309

86 NON /MINORITY 1145 5153,3149041 1179,639,055

1376 $184,527,539 1156,080,364

87 MINORITY 216 $2611519438 521,4449839

87 NUN /MINORITY 1151 $149,785,254 $125,366,739

1367 1175,93o1692 $147,811,378

TOTAL LOANS: 6561 175595139482 1652,611,618

75:



5/26/88 WOMEN LOAN APPROVALS

1FTHNIC
FY CATEGORY A LOANS TOTAL AMOUNT SSA AMOUNT

84 MINORITY 430 $3796139217 $3398709355
84 NON /MINORITY 1734 $18493769465 $16295579661

2164 $22199899682 $19694289016
b5 MINORITY 475 $439091,641 $3899319710
85 NON/MINORITY 1739 $18393659866 1.16097919252

2714 522694579507 $19997229968 1
er,t.,86 MINORITY 266 $3499069998 $2997609786

86 NON /MINORITY 1308 $17792799841 $15094549332

1574 $21191869839 $18092159118
87 MINORITY 270 $1494449738 $2997479709
87 1 NON /MINORITY 1300 $18598799663 $1569153,589

1630 S22093249401 $18599019298
TOTAL LOANS: 7582 S88099589429 476292619400

IIMMIIINF
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O
U.S. Department of
Transportation
Office of the Secretory
of Transportation

The Honorable John J. LaFalce
Chairman, Committee of Small Business

House of Representatives

Washington, D.C. 20515

pear Mr. Chairman:

my 9 1988

400 Seventh St S W
Washington DC 20590

Thank you for your letter requesting information on the Department of

Transportation's (DOT) policies and programs which affect Women-owned

Business Enterprises (WBEs).

Since 1980, the Department has implemented various successful initiatives

to ensure continued high level involvement of women in DOT direct and

federally-assisted procurements.
The initiatives are summarized below

and include efforts such as establishing and monitoring procurement

goals, providing marketing assistance, loan and bonding assistance,

attending WBE procurement conferences and recognizing outstanding WBE

contributions to the DOT, as well as other initiatives.

The Office of Small and Disadvantaged Business Utilization (OSDBU),

Direct Contracting and Financial Assistance Division negotiates WBE

goals with all DOT procurement offices and the Small Business

Administration (SBA). This is done prior to the beginning of each

fiscal year (FY). The result of the annual goal has been to

assure that women receive an equitable part of the contracts/

procurements awarded by the Department. Further, the data are

compiled and totaled at the end of the FY and reported to the SBA

and Minority Business Development Agency (MBDA). The data are

regarded as an accurate reflection of DOT procurement activities.

They also provide guidance to the DOT Operating Administrations

for future year procurement planning purposes. This division also

monitors the Disadvantaged Business
Enterprise (DBE) (includes WBE)

goal setting practices of federally-assisted State and local

transportation agencies.
Enclosure A provides a history of WEE

achievements in the DOT direct contracting program. Enclosure B

provides information on WBE achievements in federally-assisted

procurements of DOT recipients.

7
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The OSDBU and the DOT
Operating Administrations Offices of Civil Rights

provide capability statements for MBEs to all offices within the agencywhere contracting opportunities appear to exist. These capability
Statements are used by the appropriate

offices in an effort to assurethat MBEs have every opportunity
to participate in the Department's

contract/procurement process. In addition to this procedure, there areSmall and Disadvantaged
Business Utilization liaison personnel locatedin each DOT Operating Administration.

The liaison personnel have the
responsibility to identify

contracting opportunities throughout theagency and to promote the maximum utilization of MBEs.

The OSDBU has developed and implemented 1 Marketing Presentation
Program to assist the women and

minority ousiness communities in
marketing their firms in the Department. This program is designed to
assist firms located outside the

Washington Metropolitan Area, whose
representatives have limited time during their marketing visits.
Approximately every six weeks, the OSDBU schedules presentations fortwo (2) firms to present their capabilities to procurement and programstaff from all DOT Operating Administrations. As a result of the
presentations, some firms have been able to identify specific procure-
ment opportunities on which to submit bids.

The OSDBU/Minority Business Resource Center (MBRC) has undertaken
several initiatives to strengthen

MBE achievements from FY 1982 to
FY 1988 (Enclosure C). Moreover, all OSDBU/MBRC financial assistance
programs are available to MBEs in support of transportation-related
contracts.

The OSDBU/MBRC has contracted with a MBE firm located in New Orleans,
Louisiana, to increase the level of

participation of MBEs in DOT direct
and federally-assisted procurements. The firm will conduct a series of
seminars in conjunction with national MBE trade association conferences
as a means of providing an impetus to MBEs in transportation-related
contracts and services. This is a one year effort with an option for asecond year.

The DOT/OSDBU/MBRC Short-Term Lending Program enables MBEs/DBEs to
obtain short-term working capital at prime interest rates. The purpose
is to increase the number of MBEs/DBEs that enter into transportation-
related contracts and to strengthen the competitive and productive
capabilities of the MBEs/DBEs that currently do business with DOT, its
grantebs, recipients, their contractors and subcontractors. Also, itserves as a vehicle to enable MBEs/DBEs to establish creditworthiness
and banking relationships for future independent transactions.
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The DOT/OSDBU/MBRC Bonding Assistance Program enables WBEs/DBEs to

obtain bid, payment, and performance bonds for transportation-related

contracts emanatin from the DOT, its grantees, recipients, their

contractors and subcontractors. The program also provides an opportunity

for WBEs/DBEs to establish a positive performance record and enables
them to obtain bonds independently within the standard surety bond

industry. The MBRC administers the program with participating sureties

and a Managing General Agent (MGA). The current sureties of record are

the Fidelity and Deposit Company of Maryland and the Indiana Lumbermens

Ritual Insurance Company through the Midwest Indemnity Corporation, MGA.
The DOT performs preliminary underwriting on all bond packages received

from WBEs/DBEs prior to submission to sureties. In addition, for the DOT

Bond Readiness activity, bond packages will be reviewed in advance of

obtaining a transportation-related contract. DOT provides an 80% guaranty

of all bonds issued under the program. During the years 1982 through 1986

there were five (5) WBE final bonds, and to date for FY 1988 there is one

(1) bid and performance bond application.

Traditionally, DOT participates in SBA, MBDA and Congressionally
sponsored procurement workshops/conferences to increase the under-

standing of WBEs/DBEs of the procedures for contracting with the
Government for supplies and services through competitive negotia-

tions. In FY 1987, the DOT personnel attended an East/West conference

specifically for women Mega Marketplace (Washington, D.C./Los Angeles,

CA). Further, the Department participates in procurement fairs/con-
ferences/workshops throughout the country to provide information to

WBEs.

The Department's DSDBU Liaison Dfficers regularly meet with marketing

representatives from women-owned firms and, as procurement plans are made,

try to match WBE qualifications with procurement requests to enhance

their opportunities to compete for Departmental contracting opportunities.

The DDT makes every effort to include WBEs in the Department's procurement

process. The SF-129 "Bidders List Application" is used Department-wide

to insure that WBEs are on bidder's lists and that solicitation packages

are forwarded as the opportunity becomes available.

7 C.;
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The DOT also promotes the involvement of MBEs and small businesses
through its subcontracting program. The program requires the prime
contractor to maximize small and disadvantaged business subcontracting
opportunities in large DOT prime contracts in accordance with Public
Lah 95 -507. To enhance the contracting opportunities, small and
disadvantaged business firms may identify their capabilities to major
prime contractors using the DOT Subcontracting Directory. Enclosure 0
provides information on small and disadvantaged business subcontracting
awards in the direct contracting

program from FY 1984 to FY 1988.

The DOT Minority Enterprise
Development (MED) Week Awards Ceremony

involves the OSDBU in cooperation with the DOT Operating Administratio.ls
to organize and implement an Annual MED Week Awards Ceremony that
recognizes the outstanding contributions and accomplisments of women and
minority business owners to tire Department's programs. At the same
time, DOT recognizes its program and procurement officials (some of whomare women) for their outstanding contributions to the DOT Women and
Minority Business Programs. These awards serve as an incentive to
increase awards to small and disadvantaged businesses.

Since 1980, the DOT minority business
enterprise regulation (49 CFR 23)

has required grant recipients to establish a goal for the utilization
of WBEs. The DOT recipients have total responsibility for certifying
firms as WBEs/DBEs.

However, the Departmental Office of Civil Rights
has total responsibility for appeals of denial of WBE/DBE certification
and third-party complaints. This office has been thoroughly reviewing
the appeals to make sure that WBEs are treated fairly by DOT recipients
in their determinations of eligibility for MBE certification.

With the passage of the Surface Transportation and Uniform Relocation
Assistance Act (STURAA) of 1987, women ire now presumed to be socially
and economically disadvantaged. Therefo-A, recipients are required to
include projected WBE participation in a single DBE goal.

The Federal Highway Administration (FHWA) also funds the DBE Supportive
Services Program which provides training and assistance to WBEs/DBEs.
The ultimate goal of the DBE Supportive Services Program is to increase
the level of WBE/DBE participation in Federal-aid contract work.
FHWA is attempting to achieve this goal by providing assistance that
accomplishes two objectives: to increase the total number of WBEs/DBEs
active in highway construction and 2) to contribute to the growth and
eventual self-sufficiency of individual minority, disadvantaged and
women firms. The DBE Supportive Services Program has been successful in
providing assistance to WBEs/DBEs.

7t A.
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In FHWA's Office of Direct Federal Programs, which contracts primarily for

construction work on Federal lands highways, listings of MBE firms are

included in solicitation packages whenever available. The listings are

intended to assist prime contractors in identifying potential subcontractors

for the proposed work.

Section 20 (Human Resource Programs) of the Urban Mass Transportation

Act of 1964, as amended, provides for limited funding for projects
designed to address human resource needs in the transit industry.
A significant portion of these funds has been devoted to projects
designed to enhance the participation of DBEs in all phases of the

transit industry. Several projects have provided training to DBEs

in various areas of business development and other projects have
provided technical assistance for purposes of enhancing the

managerial skills of DBEs. Notable projects which have been targeted

to MBEs include assisting MBEs to enter the rapidly-expanding transit

vehicle manufacturing industry and a project designed to encourage

women to enter the transit marketplace as entrepreneurs. Both

projects are designed to enhance the MBE participation level in all

phases of the transit industry and to develop the overall competitive

capacity of the MBE community.

Through the Urban Mass Transportation Administration (UMTA) Section 20

program, three projects provide loans for DBEs (including MBEs). These

projects are located in Milwaukee, Wisconsin; and Harrisburg and

Philadelphia, Pennsylvania. The loans are to provide capital assistance

so these firms can fully participate on UNTA -assisted projects.

The UMTA's Section 6 (Research, Development, and Demonstration Projects),

also has benefitted WBEs through various grants and contracts let by

the agency. Program managers and officers are encouraged to utilize to

the fullest extent possible the services of WOEs.

The FNMA, Federal Aviation Administration (FAA), Federal Railroad

Administration (FRA) and UNTA collect MBE achievement data on a quarterly

basis. This information is compiled by the agencies' Offices of Civil

Rights, and national quarterly and summary reports are issued to the

OSDOU. The information is used to monitor DBE participation in federally -

assisted procurements to assure attainment of recipients' annual DBE

goals. it is also used to track the relative levels of participation

of ethnic minority and MBEs in these procurements. The reporting

system took considerable time and effort to develop and implement,

and in some instances, is computerized both at the field offices and

Washington Headquarters. Experience indicates that we have an accurate,

timely, and reliable data collection system for DBE/MBE achievements of

DOT recipients.
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The overall DOT/MBE program has been most successful in increasing both thenumber and dollar value of DOT direct
and federally-assisted awards to MBEs,The DOT remains fully committed toward
expanding opportunities for greater

participation by MBEs in our marketplace.

If additional information is required, please contact Will Terry Moore,
at 366-1902. Thank you for the opportunity to comment.

Enclosures

Sincerely,

Amp o B. Bouchey
Ac ing Director

Office of Small and Disadvantaged
Business Utilization
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ENCLOSURE A

MBE Achievements in DOT Direct Contracting Program FY 1982 thru FY 1988

Fiscal

Year

MBE

lAITACD! Percent MBE*

8(a)
Awards Percent 8(a)**

1982 14,711,000 1.20 96,199,000 7.90

1983 26,482.000 1.60 149.965,000 9.50

1984 32,374.000 2.20 174,247,000 10.50

1985 26,938,000 1.10 226,484,000 9.70

1986 25,100,000 1.20 256,322.000 12.00

1987 27,443,000 1.26 253,936,000 11.63

1988 (6 am.) 11.975.000 1.16 138.382,000 13.41

These awards reflect the ability of MBEs to successfully compete for DOT funded

procurements. There is no 'set-aside or other program strictly for MBE,

except sole-source.

These awards include MBE as well as other socially and economically disadvantaged

individuals.

7 g
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ENCLOSURE B

WBE Achievements of DOT Recipients by Operating Administration
FY 1981 and FY 1988

Years & Operating

Administrations WBE Awards ($) Percent WBE
Number of
Contracts

1981

FHWA 164,900,000 1.90 1881UMTA 22,288,680 1.60

1982

FHWA 237,608,312 3.00 3074UMTA 16,353,363 1.30

1983

FHWA 254,950,000 3.13 3962UNTA 47,419,115 2.28 1448

1984

FHWA 295,221,344 3.20 4810UNTA 72,799,247 3.i1 6622

1985
FHWA 306,818,000 2.75 6268UMTA 64,457,857 3.49 7815FAA 25,604,237 3.30

1986
FHWA 327,425,000 3.00 6520UMTA 59,814,610 3.70 1979FAA 22,706,723 4.00

1987
FHWA 339,207,000 3.26 6033UMTA 45,583,771 3.45
FAA 33,016,975 4.60

1988

FHWA (3 mo.) 76,300,000 3.07 1206UMTA
FAA
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ENCLOSURE C

MINORITY BUSINESS RESOURCE CENTER

WOMEN BUSINESS ENTERPRISE ACHIEVEMENTS

CONTRACTS/GRANTS

1988 - Planned WBE effort $250,000

Public Information
Awareness Project $220,000

1987 - Nationwide Women Business $233,739

Enterprise Outreach Project

City Of Cleveland, Ohio, $100,000

Professional Women-outreach
Project

OSDBU Program Survey $ 50,000

1986 - Nationwide Women-Business
Enterprise Outreach Project $225,220

1985 - Women Business Enterprise $275,000

Outreach Project

Publication Development $ 11,000

Certification Review $ 10,000

1984 - 1986

Operator. Program Management $375,580

Center

OTHER ACTIVITIES

1982 - 1988 DOT Short-Term Lendtog. Program

$881,803, 6.5% participation rate

1982 - 1986 DOT_Flonding_Assistance_provam

5 Final Bonds for $518,345

1988 1 Bid and Percnrmance Bon,' application

NOTE: All MBRC financial assistance pr,jramm are available to WBEs

in support of transportation-related contracts.

7 4-3 u



ENCLOSURE

Small and Disadvantage., Business Awards in DOT Direct Contracting Program

Total Subcontracts Awarded by Prime

FY 1984
(Dollars in thousands)

FY 1985 FY 1986 FY 1987 FY 1988

Prime Contractors 313,715 245,526 188.648 203,935 33,360
Subcontracts Awarded to Small Business
concerns 127,347(41%) 98,270(40%) 99,080(53%) 113,097(56%) 29,479(88%)Subcontracts Awarded to Small Business
Concerns Owned and Controlled by
Socially and Economically Disadvantaged
Individuals 29,905(10%) 29,010(12%) 19.892(11%) 50,491(25%) 15,727(47%)
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DEPARTMENT OF THE TREASURY
WASNMOTON

June 1, 1988

RECEIVED

.1:1N 6 1988

CM'ce on Stall Buz;

This responds to your letter dated April 19, 1988 which requested
information on the Department of the Treasury's programs to support
women-owned businesses.

In order to fulfill tbe requirements of Executive Order 12138, the

Department has undertaken number of initiatives on behalf of
women business owners in its procurement, cash management, end bank

oversight programs. These initiatives, some of which pre-date the
Executive Order, are described in detail in Enclosure (1). That

enclosure also includes plans for future initiatives.

The overall success of the procurement initiatives is reflected in

tbe Procurement statistics provided in Enclosure (2), which show a

steady increase in the number and dollar value of purchase order

and prime contract awards to women-owned bust We are unable

to provide the amount of subc..ntracting commitments mode by large

prise contractors, as the Standard Forms 294 and 295, used for
reporting subcontract awards, do not require submission of data on

subcontract awards to women-owned bust . Wh.le some of the

large prime contractors report their women-owned business subcon-
tract awards separately, they are too small a sample to draw any
conclusions about the percentage of subcontracts awarded to women-

owned firms.

Treasury does not make grants or provide financial assistance or

loans. Our cash management programs and programs which relate to

providing commercial credit are described in Enclosure (I).

Treasury has a variety of goals and objectives for its programs in

law enforcement, taxation awl fiscal management. Most of these

programs maintain databases which may include information on women-

owned busi .
However, the primary purposes of the databases

are not related to women's business issues. The databases are used

to monitor mission pe.formance and identify here new pro-

grams should be targeted; therefore, they are constantly being

updated and improved.

One of our principal administrative databases is the Treasury Pro-

curement Data System (TDPS), used for monitoring the procurement

activities of our bureau, and reporting to the Federal Procurement

Data System. This database is the source for our statistics on
procurement awards to women-owned businesses. Although the TPDS is

adequate, it is being improved to provide more accurate data to the

Department and the bureaus.

88-199 0 . 88 25
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While we believe that the Department of the Treasury has accom-
plished much for women-owned businesses since Executive Order 12138
was signed, we recognize that there is always room for imp ' tin an) program. We look f d to the results of your hearings onwomen's business enterprise.

The Honorable John J. LaFalce
Chairmen
Committee on Small Business
House of Rap tatty*.
Washington, D.C. 20515

Encl.

7

Sincerely

£,, I'
John K. Meagher ,_)
Assistant Secretary
(Legislative Affairs)
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Department of the Treasury
Initiatives to Promote Women's Business Enterprise

In order to respond to Executive Order 12138, the Department of the

Treasury has defined number of initiatives in its procurement,
cash management, and bank oversight programs, which are described

below. The success of the procurement initiatives is demonstrated

in the consistently increasing percentage of procurement awards to

women-owned bust .
Treasury does not operate a grants program

or provide financial assistance or loans.

Procurement Initiatives

Procurement Goals

Since fiscal year (FY) 1979, procurement goals for awards to women-

owned bust have been established for the Department and each

Treasury bureau In FY 1979, 0.5% of the Department's total pro-

curements were awarded to women-owned bust ; in FY 1987, 5.9*

of the total procurements were awarded to these firms. The goal-

setting process has been carried out by the Departmental Office of
Procurement and the Office of Small and Disadvantaged Business

Utilisation (OSDBU) in coordination with the Small Business

Administration (SBA).

Contractor Identification

Treasury's Departmental Procurement staff began working with the

SBA in 1979 to identify women -owned businesses capable of supplying

needed products and services to the Department. This was done

through SBA's Procurement Automated Source System (PASS). The

Department also provided a list of its women-owned business con-

tractors to the Department of Energy for inclusion in their

database.

In FY 1981, Treasury's Office of
Procurement used the PASS list of

vendors to forward copies of our informational booklet, "Selling to

the Department of the Treasury" to known metropolitan Washington

women -owned busi in the commodity and service areas in which

Treasury contracts. This provided the local community with infor-

mation on what and how Treasury and its bureaus purchase commer-

cially. The OSDBU railed similar information packages to women-

owned bust in the Atlanta, Georgia; San Francisco and Los

Angeles, California; Houston, Texas; and Chicago, Illinois areas to

help Treasury field offices in those areas identify additional

women-owned business sources.

In January 1982, the OSDBU developed a booklet on known women-owned
business sources and issued it to all Treasury procurement offices.

The rapid improvement of women-owned contractor identification

under the PASS database made updating the booklet unnecessary.

Enclosure (1), page 1

7 "IIt,,,
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In FT 1984, Treasury's OSDBU again obtained SBA's assistance to
identify additional women-owned bust in PASS. This informa-tion was provided to Treasury procurement offices and appropriate
program officers.

Beginning in l'T 1985, Treasury's OSDBU has made a concerted effort
to identify women-owned busi in the SBA 8(s) program. Thosefirms were, and continue to be, refe.red to appropriate Treasury
bureau procurement and program offices. The OSDBU and Departmental
Office of Procurement also have worked closely with Treasury's
Office of Information Resources Management to identify qualified
8(a) suppliers of automatic data processing equipment and services.

The OSDBU has also compiled a list of national and regional direc-
tories of women-owned companies for use by Treasury's Small busi-
ness Specialists and procurement offices, and provided copies of
numerous directories of women-owned bust to these offices.

Counsel and Assistance

Treasury's OSDBU, Departmental Office of Procurement, and bureau
Small Business Specialists provide advice and assistance to women-
owned business firms needing information on doing business with the
Department and, its bureaus. The information provided includes
copies of "Selling to the Department of the Treasury," and the
brochures described below.

Treasury's Departmental Office of Procurement and OSDBU have issued
1 brochures to assist small, minority and women-owned busi-
in their marketing efforts. These include "Marketing

Resources," a directory of general information including the namesand addresses of Treasury's Small Business Specialists, first pub-
lished in 1984 and updated at least semi-annually; "What TreasuryBuys," a summary of the products and services purchased by the
Department during the past five years, first published in 1985 and
updated annually; and the "Small Business Subcontracting Direc-tory," a listing of Treasury's major prime contractors with subcon-
tracting programs, first published this year.

Contractor Outreach

In the past, Treasury has mailed copies of its pamphlet "Selling tothe Department of the Treasury" to various women-owned bust
,either as result of a special mailing or as requested by theindividual busi .

Periodically, Treasury's OSDBU meets with and/or addresses various
women-owned business trade associations. These have included the
Association for Black Women Entrepreneurs and the National Associa-
tion of Women Business Owners.

Enclosure (1), page 2
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The OSIISU included rep tative from SBA's Office of Women

business Snterprise in open houses and workshops held during Small

business Week and Minority Interprise Development Week in 1981,

1982, 1983 and 1984. These workshops were designed to acquaint

both T y procurement/program officers and vendors on the

women-owned business program.

T y was an active participant in the planning and conduct of

the three MegaMarketplave
conferences for women business owners

held in 1986 and 1987. Over twenty-five representatives from

Treasury's OSDBU, program, and procurement offices served as coun-

selors at the 1986 conference in Washington, D.C.; over thirty

representatives from the Department counseled attendees at the

Washington, D.C. and Los Angeles, California conferences in 1987.

Adzmax

o Training. Since 1984, the Department's OSDBU has conducted

series of briefings for all procurement officers to emphasize

the Department's commitment to increase awards to -owned

businesses and answer questions on the women-owned business

program. In 1986, the briefing material was incorporated into

two-day training course on the Department's small business

program. This course is required for all Treasury contracting

personnel as part of our procurement development pro-

gram, and is offered on at least quarterly basis. The

training st that at minimum, representative number of

women-owned busi es should be included in each procurement

solicitation list, and that any automated systems should ensure

that women-owned businesses can be easily identified.

o p BS Access. Beginning in 1980, the Departmental Office of

Procurement and OSDBU used PASS to identify women-owned busi-

ness sources, and encouraged the Treasury bureaus to obtain

direct access to PASS. This effo.-t was largely unsuccessful

until 1984, when the first Treasury bureau established a PASS

subscription. At the suggestion of Treasury's OSDBU, eight of

Treasury's twelve bureaus received training on use of PASS in

1986. Later that year, the 0811118 issued report to the bureau

procurement officers which analyzed various databases for iden-

tifying small, disadvantaged and -owned business sources

and recommended that each T y bureau subscribe to PASS.

Since that time, two more bureaus have subscribed to PASS.

We anticipate that this number will increase, as Treasury's
Justification for Other Than Full Ned Open Competition,

required for all procurements over $25,000 that ate planned es

non-competitive acquisitions, requires the Bureau Small Busi-

ness Specialist to search the PASS database to identify poten-

tial small, minority and -owned business competitors for

the procurement. This search requirement was established in

September, 1987.

Enclosure (1), page 3
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o Smell and Disadvantaged Business Awards Program. The OSDBU, in
conjunction with Treasury's Incentive Awards Committee, devel-
oped an annual Small and Disadvantaged Business UtilizationAchi t Awards Program. the sward, established in 1983,
recognizes outstanding efforts by tr a y organisations to
support the Department's Small Business Program. One of the
criteria for recognition is the organization's performance in
achieving woven -owned business goals.

o Interagency Committee on Women's Business Enterprise SIAM'S).
The Deportment has participated in the IACMSE since its incep-
tion in 1979. This Committee's numerous accomplishments arebeing summarized in separate letter from the Executive Direc-tor of the IACMBE. T y has been represented by senior
officials including the Director of the Office of
Sharing, the Fiscal Assistant Secretary, and the Deputy Assis-
tant Secretary for Departmental Finance and Management. Our

t representative is the Acting Assistant Secretary forManagemeat.

Procurement Policy

the Department of the treasury's policy to ensure that women-owned
businesses are provided opportunities to compete for and receive a
fair proportion of our procurement awards was first articulated in

y Directive 70-06.5, "Socioeconomic Procurement Programs,"
dated August 1980 and updated in July 1984. The policy was incor-
porated into Part 1019 of the T y Acquisition /Procurement
Regulation in March 1986.

During 1985 and 1986, the OSDBU conducted management review ofeach T b ' Small Business Program to ensure that theb had established the required internal staffing and proce-
dures to be able to carry out the program. The bureau's women-owned busi program and awards were analyzed as a part of thereview.

The Departmental Office of Procurement, through its ongoing Staff
Assistance Visit (SAY) Program, reviews the operations of each
bureau procurement office on a biannual cycle to ensure that pro-

ts are being awarded in conformance with established laws,
regulations and policies. the bureau's Snell Business Program
activities are reviewed and analyzed during each SAY.

Cash Management Initiatives

o Minority Bank Deposit Program (MBDP). Women -owned commercial
banks and savings and loan associations are eligible to parti-
cipate in the MBDP. Under this program established by the
Department of the T y in 1970, treasury assists individual
MBDP participants to become familiar with Federal agencies'
collection and disbursement needs, end to negotiate provision

Enclosure (1), page 4
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of the banking services necessary to satisfy those needs.

Federal agencies are encouraged to develop banking relation-

ships with participating banks. The primary responsibility for
developing MBDP policy rests with the Under Secretary of the

Treasury for finance and the Fiscal Assistant Secretary. Day-

to-day operations of the MBDP are haddled by the Department's

Financial Management Service.

Large prise contractors are also encouraged to place their

accounts in minority and women-owned financial institutions.

Deposits in these institutions may be included in subcontract

activity reported on the Standard Form 295.

The number of women-owned banks has declined recently, as

women's banks have not been immune from the general problems in

the banking industry during the past few years. As a result,

the opportunities for placing deposits in women-owned banks

have decreased.

o Prompt Ferment. Timely p t of vendors is one of the most

important ingredients for a mutually beneficial contracting

relationship. Treasury has taken a number of actions to ensure

that vendors are paid as quickly as possible, consistent with

proper cash management practices. The Treasury Financial

Manual and the Treasury AcquisitiJn/Procu eeeee t Regulation

allow contracting officers to negotiate more lenient payment

terms for small businesses, including women-owned busi

In addition, Prompt Payment Officers have been designated in

each bureau to assist vendors in resolving payment problems.

Oversight of Financial Institutions

The Comptroller of the Currency (OCC), as the Administrator of
Motional Banks, is responsible for the execution of laws relating

to national banks and promulgating rules and regulations governing

the operations of approximately 4,900 national and District of

Columbia banks. Under the supervision of the Deputy Comptroller

for Compliance, OCC's bank examiners conduct compliance reviews of

national banks. Since the Equal Credit Opportunity Act (ECOA) and

Regulation B, which implements the Act, became effective in 1975,

one portion of that review has been to determine banks' compliance

with the BCOA. Using a stratified random sampling method, OCC

reviews approximately 800 of the national banks annually. If any

violations are found, the banks are required to provide OCC with

plans for correcting the violation within a specified time period.

OCC also conducts outreach programs through its Office of Customer

and Industry Affairs. These programs are geared toward monitoring

and outreach to Beall businesses and small business trade associa-

tions, including the National Association of Women Business Owners

JUMBO). The Office has conducted 1 seminars and routinely

Enclosure (1), page 5
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attends conferences where banking or other financial issues are theprincipal topic. The most recent seminar was a Roundtable on
Banking Issues in March 1988, which included panel members fromNAM and the Women's Economic Development Corporation. The pro-
gram, geared toward financial institutions, included presentations
on bank programs that have been successful in meeting the needs ofwomen-owned busi for credit and capital. A summary of the
conference will be published later thin year.

Future Initiatives

The Department of the Treasury has planned several activities to
promote the women's business enterprise program in the future.These include:

o Participation by the Internal Revenue Service Chicago Regional
Office and the U.S. Customs Service National Logistics Center
in Indianapolis in the next Negegarketplace Conference,
scheduled for October 1988 in Chicago.

o Expanding the Department's Small and Disadvantaged Business
incentive awards program to include separate recognition of the
Treasury bureau that awards the highest percentage of contracts
and purchase orders to women-owned businesses.

o Revising the Department's Procurement Register form to simplify
the process for collecting and

retrieving information on busi-
ness ownership of vendors, including women-owned bust

o Reviewing automated Solicitation Mailing Lists to ensure that
women-owned businesses can be easily identified for appropriate
procurement opportunities.

o Continuing our participation in the Interagency Committee on
Women's Business Enterprise.

Enclosure (1), page 6
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DEPARTMENT OF THE TREASURY
WOMEN-OWNED SMALL BUSINESS PROGRAM PERFORMANCE

Fiscal Year

Women-Owned
8(a) Awards

Actions $000

Women-Owned
Total Awards

Actions 5000

Total
Procurement

$000

Percent
Women-Owned

Awards

1984 3 $7,680 2,164 *13,021 *243,633 5.3%

1985 48 9,275 3,239 18,187 417,705 4.4%

1986 63 12,050 4,922 20,107 388,445 5.2%

1987 243 22,287 6,590 34,082 574,354 5.9%

May 1988

Enclosure (2)



DEPARTMENT OF THE TREASURY
WOMEN-OWNED SMALL BUSINESS PROGRAM PERFORMANCE

SMALL PURCHASE VERSUS CONTRACT AWARDS

S

Women-Owned Total Percent
Fiscal Small Parchese Awards Small Purchase Women-Owned
Year Actions $000 $000 Awards

Women-Owned
Contract Awards
Actions $000

Total
Contract

$000

Percent
Women-Owned

Awards

1984 2,133 $2,585 $72,432 3.6% 31 $10,436 $171,201 6.1%
1985 3,153 2,789 72,861 3.8% 86 15,398 344,844 4.5%
1986 4,828 4,296 108,201 4.0% 94 15,811 280,244 5.6%
1987 6,298 6,655 144,729 4.6% 292 27,427 429,625 6.4%

May 1988

S 5 = 5 5
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Office of tho
Adminiatootot
of %mono Affairs

vrinkransistration

JUN i 019E18

Honorable John J. LaPalce
Chairman, Committee on Small Business
House of Representatives
Washington, DC 20515

Woohongton DC 20420

Dear Mr. Cnairman:

Enclosed please find the Agency's responses to the questions

which you submitted for the April 26, 1988, hearing by the

House Committee on Small Business. Thank you for the

opportunity to provide this additional information for the

record.

Sincerely,

THOMAS K. TURNAGE
Administrator

Enclosure

"America is MIThanks to our Veterans"
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QUESTIONS OP TEE HONORABLE JOIN J. LAPALCS TO THE
HONORARIA THOMAS R. TUMOR, VETERANS ADMINISTRATION

COMMITTEE ON SMALL BUSINESS

',pm 2b, 195$

UESTION 1: Executive Order 12138 requires that each Federaldepartment and agency take appropriate action to facilitate,preserve and strengthen women's
business enterprise and toensure full participation by women in the free enterprisesystem. Please identify every initiative your agency has

undertaken pursuant to this executive order, the impact ofthe initiative, the office responsible for the initiative,
your assessment of the success or failure of each, and yourrecommendations for future initiatives.

RESPONSE: The Veterans Administration, Office of Small and
Disadvantaged Business Utilization, in accordance with Sec-tions 8 and 15 of Public Law 95-507, promotes increasedutilization of small and small disadvantaged businessesthroughout VA, including women-owned businesses. The Directorof this office, actively participates on the Interagency
Committee for Nomen's Business Enterprise. We also attendwomen-owned business conferences and distribute pamphlets andinformation concerning VA acquisition opportunities. In June1987, information packets were sent to national associations
with significant women-owned business memberships. Ne havealso developed an outreach letter specifically directed towomen .n business.

Contract awards to women-owned businesses, most of which werecompetitive, rose from $15.7 million in Fiscal Year 1980 to$42.9 million in Fiscal Year 1987. The increase in terms ofpercentage of total procurement has been equally dramatic--from .7 percent in Fiscal Year 1980 to 1.4 percent in FiscalYear 1987. Since 1980, approximately $238 million worth ofcontracts have been awarded to women-owned businesses. TheOffice of Small and Disadvantaged Business Utilization hasestablished a socioeconomic incentive awards program, throughwhich procurement activities will be recognized for specialachievements in the small and disadvantaged business program,including the women-owned business program. This initiativeand an increased awareness of the effectiveness and successof women-owned businesses should result in increased partici-pation. To further significantly increase awards to women-
owned businesses, authority to set aside procuremen's forthese businesses would be required.

QUESTION 2: Please supply the Committee with the following
information for each of the last four years:

a. the number, total dollars, and relative percentages suchfigures represent to all contracts awarded by your agency towomen -owned businesses identifying
separately awards madepursuant to section 8(a) of the Small Business Act:

b. the efforts made by your agency to ensure that
women-owned businesses appear on government bidders lists andare being forwarded solicitation

packages for contractingopportunities:

c. total dollar amount of subcontracting commitments made bylarge prime contractors with your agency and efforts toencourage primes to utilise women-owned small business
Concerns.

/e4/ n
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RESPONSE:

a.

FISCAL
YEAR

TOTAL DOLLARS
AWARDED WOMEN-
OWNED BUSINESSES

775

NUMBER OP
ACTIONS

PERCENTAGED OF
TOTAL
PROCUREMENT

1987 $42,994,000 32,315 1.4

1986 39,018,000 30,315 1.4

1985 52,123,000 31,391 2.1

1984 37,591,000 25,916 1.5

The Veterans Administration has made awards to women-owned
business under Section 8(a) of the Small Business Act,

however, we do not maintain the statistics requested.

b. Socioeconomic goals for women-owned businesses are
established and monitored for each acquisition activity

throughout the Veterans Administration. However, the
women-owned business program is a best effort initiative.

Legally we can not set aside contracts for women-owned

businesses. Women-owned businesses are placed on bidders

lists, solicited and encouraged to compete.

c. The Veterans Administration does not accumulate data on

subcontracting commitments for women-owned businesses. The

Veterans Aqninistration, in compliance with the Federal
Acquisition Regulation, inserts the clause at 52.219-13,

Utilization of Women -Owned Small Business, in solicitations

and contracts when the contract amount is expected to exceed

the small purchase limitation. This clause encourages the

use of women-owned businesses in subcontracting.

QUESTION 3: If your agency makes grants or loans, please

Supply the following information for each of the last four

years:

a. the number, total dollars, and relative percentages such

figures represent for all grants and loans plie to

women-owned businesses;

b. efforts made by your agency to encourage the participation

of women in grant and loan programs.

RESPONSE: The Veterans Administration is not authorized to

make grants or loans to private industry.

QUESTION 4: If your agency hoc programs relating to, or

regulatory authority over, the provisions of commercial

credit, in any form, describe any initiatives undertaken by

the agency, or subject to its programmatic or regulatory

authority, that are directed toward women business owners or

that may be more likely to affect such owners in any signifi-

cant way. In your response, please detail such program or

authority and provide such statistical or other data that may

serve to describe the efforts of you agency.

RESPONSE: The VA does not have a credit assistance program

717;FE73 toward small or women-owned business concerns.
Women -owned businesses requesting credit and loan assistance
are instructed to contact the Office of Women's Business

Ownership, U.S. Small Business Administration.
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3.

UBSTTON 5: ,lease list all types of data within the controlo your agency regarding women-owned businesses indicating
the usage that your agency has for such data, the sufficiency
of the data, its reliability and any improvements in data
collection, retrieval or usage planned or desired by the
agency to better -:-,qt WI efforts in this area.

RESPONSE: acquit:. .on data regarding women-owned businesses
are collected and reported on the Federal Procurement Data
System, which is mandatory upon all agencies. This
information is used to .oritot socioeconomic goal attainment
and identify acquisition activities eligible for the
socioeconomic incentive awards program. We believe this
information is reliable and no improvements in data
collection for women-owned business information is planned.
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E$10,11,11111ALMORRIAIII ASSOCIATES
p,AA PA 19107 1918186041M

EsTA.L.Smso 1914 THE NATIONAL ASSOCIATION OF SANK LOAN ANO CREDIT OFFICES'

May 5, 1988

The Honorable John J. LaFalce
Chairman, Committee on Small Business
U.S. House, of Representatives
2361 Rayburn House Office Building
Washington, DC 20515

Dear Mr. Chairman:

Enclosed is a statement on behalf of the members of Robert Morris
Associates. We request it be made part of the record of the hearings
on women's business issues being held by the Committee on Small

Business. The statement concerns access to credit and, more
specifically, certain proposed amendments in pending bills. These
amendments would require the Federal Reserve to reconsider its
treatment of business credit under the Equal Credit Opnortunity Act in

accordance with the procedures specified in the bills.

/dcl

Sincerely,

William H. Sa .e
President, Robert Morr:s Associates

7 Q
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Statement

Subsitted by

TB' R1BBIT MORRIS ASSOCIATIS*

to the

Committee on Small Business

of the

Rouse of Representatives

on

Boson's Business Issues- -Access to Credit

Ray 10, 1988

* Founded in 1914, AMA has grown to more than 3,000 commercial
banks and thrift institutions, which account.for 851 of the C6Ilending done by these types of U.S. financial institutions. Theseinstitutions are represented in the association by almost 15,000
commercial loan and credit officers and relatsd personnel in all 50
states, Puerto Rico, Canada, and several offshore cities.
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The battle for access to credit is ancient in origin and is
likely to go on indefinitely. Credit is essential for economic
activity. And bankers learned hundreds of years ago that, if given
a choice, most people prefer to put someone else's money at risk

rather than thou. own. So there is never enough credit.

That is why there are over 35,000 credit-granting financial
institutions. That is why there are hundreds of federal and state
credit agencies and credit guarantee programs and that is why there
are endless disputes over the appropriate arowth in the money
supply. Politicians have always been aware of the importance of
credit to their constituents and have used their political skills
and power to try to obtain a "fair advantage" for them in the credit
markets.

Constituent Credit

Regional

Those seeking access to credit join a long line of groups and
individuals who similarly have p1eadod for special treatment in the
past. The dual chartering system for financial institutions is an
outgrowth of battles for access to and control of credit. Regions
and states were competing with one another for economic development
and the credit needed to fuel that development. Reflecting state
concern about credit availability, bank charters granted by state
legislators often required credit to be allocated by counties within
the state.

In like fashion, when the national banking system was
established during the Civil War, the law required the Comptroller
of the Currency to distribute national bank notes among the states
in accordance with economic activity and population. When the
Federal Reserve System was created, concern over the availability
and distribution of credit and the fear of centralised credit
control dictated its structure of 12 banks, not 1, and a Federal
Reserve Board with severely limited powers.

Sectors

Guaranteeing access to credit has been done for various sectors
of the economy as well as for regions. Agriculture and housing are
two primary examples. We have created a massive farm credit and
housing infrastructure consisting of government guarantees and
subsidies, government agencies, and private institutions such as
production credit associations and savings and loan associations.

In this regard, Special Analysis F of the Budget of the U.S.
for Fiscal Year 1989 prepared by OMB, and the February 1988 U.S.

1
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Government Accounting Office Report to the Congress on Loan Asset
Sales offered some startling findings:

The Federal Government is the Nation's largest
financial intermediary. At the end of 1987, it
held loans with a face value of $234 billion in
its direct loan portfolio, which was 75 percent
larger than the loan assets of the largest
commercial bank in the United States. The
Federal Government came had guaranter.d loans with
an outstanding balance of $507 billion at the and
of 1987. Government-sponsored enterprises had an
additional $581 billion of loans outstanding at
the end of the year. Thus, directly or
indirectly, the Federal Government had influenced
the allocation of $1.3 trillion of outstanding
credit to farmers, homeowners, small businesses,
exporters, utilities, shipbuilders, and Vat.,
local, and foreign governments.

The $234 billion in direct loans was held by 29 agencies under more
than 110 federal direct loan programs. In addition, the more than$500 billion of guaranteed loan balances were managed through about35 loan guarantee programs under the supervision of 21 of theagencies. Thus, a vast array of credit facilities exists toguarantee access to credit by various sectors of the Americaneconomy.

Individuals

Access to credit for individuals has been made easier or hasbeen guaranteed in many ways. The chartering of credit unions with
an exemption from taxes encouraged the growth of consumer credit.
VA and REA insurance programs made it possible for individuals toget housing credit. And various programs such as SRA direct andguaranteed loans have been enacted to help individuals start andoperate businesses.

One of the major efforts to assure access to credit by
individuals was the enactment of the Equal Credit Opportunity Act.

The Equal Credit Opportunity Act

The purpose of the Equal Credit Opportunity Act is to promote
availability of credit to all creditworthy applicants without regardto race, color, religion, national origin, sex, marital status, age,or public assistance use. Creditor practices that discriminate onthe basis of any of these factors are prohibited.

2
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Business Credit

Business credit and loans are covered by ECOA and Regulation B
to the same extent as consumer loans with just three limited
exceptions that recognise crucial basic differences between the two.
Lenders are sub ect to all the limitations having to do with an

WifiiTi611'a an ajilfeihtn creditworthiness. No--bliiir of
viniztrins-rs exempt from SCOA or Regulation S.

The limited exceptions that have been made for business credit
are directly related to practical distinctions between consumer and
business credit. The differences deal with notification when credit
is denied, record retention, and inquiries about marital status.

Notification. Under Regulation B, a consumer applicant has the
right to be given notice of a denial of an application for credit.
So does a business applicant. A consumer applicant has the right
also to receive a statement of the reasons for denial. So does a

business applicant. A consumer applicant has the right, upon
request, to receive a written statement of the reasons for denial.

So does a business applicant.

The one minor difference is that a consumer receives a written
statement of the reasons, or of the right to request the reasons,
automatically. A business applicant does not. A business applicant
must make a request for the reasons within 30 days after receiving
oral or written notification of a denial of credit.

The difference is based on sound principles. Close personal
contact between the business applicant and the loan officer is a
crucial part of the business credit process. Loan officers often
advise and assist the applicant in preparing the necessary papers,
including business plans. Loan officers are trained to %)ra with
the applicant to find a way of making, not declining, a loan and
structuring the loan package properly. Problems, concerns, and
alternatives are normally discussed during the evaluation, not after

a decision has been made. So, in most cases, the applicant has a
fairly clear perception of where the decision is headed. In a

business credit transaction, an applicant invariably learns the

reason for a denial. The process for a business credit application
is more complex than that for a consumer credit application. This
very process obviates the need for the automatic statement given to

consumer applicants.

Record Retention. Lenders are required to retain business
records for only 90 days, not for 25 months as required in consumer
credit transactions. If requested in writing, however, the lender
is required to retain the records for the full 25 months. Record

retention for the longer period is not automatically required
because the docuaentation for business credit applications can be

voluminous. The documentation may include business projections,
financial statements, copies of income tax returns, itemisations and
descriptions of collateral, certificates of incorporation,

partnership agreements, and invoices, among others. Since this

3
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documentation is costly for the applicant to produce, it is often
returned to the applicant.

The storage and handling costs involved with retaining all such
materials for 25 months would certainly add to the cost of the loan.
Not only might the borrowers end up paying a higher interest rate
because of the additional costs to the bank, but also the borrower's
own costs of trying to get a loan would be increased. Usuallyapplicants apply to more than one bank when seeking a loan. Ifbanks are required to keep the documentation, the borrower will notbe able to use the same materials elsewhere.

Marital Status. In consumer credit transactions, creditors areprohibited by Regulation II from asking about marital status inapplications for unsecured credit but may ask about marital status
for secured credit to determine the interest of a spouse under state
law. Most business credit is secured by either business or personalassets which are usually in the name of both spouses. Thus,
business credit applicants may be asked about marital status whether
the credit is secured or unsecured.

The credit and lending market of the financial services industry
and the credit and lending culture of commercial banking

have changed drastically since SCUM was enacted.
thereby making discrimination a selfdefeating practice

The market for business credit has changed drastically since!CO& was enacted. Foreign banks have captured a significant shareof the big business market, and commercial paper has become widely
used as a substitute for commercial loans. Domestic banks that had
concentrated or preferred making loans to major businesses adjusted
by turning to the middle market when medium and small businessesare served. Quite a few began specialising in loans to smallbusinesses.

In addition to competition from foreign banks, commercial banksare now facing competition from thrift institutions which were
granted commercial lending powers by Congress. Moreover, creditunions are getting into the act. The point is that the number of
lenders granting business credit has increased substantially and
competition for quality business applicants has never been keener.
The number of sources of business credit is greater than ever.
While there may be vestiges of shortsighted discrimination within a
few individual institutions, the system as a whole has become very
sensitive to the goals of CCOA. Competition has added its force to
regulation.

The fundamental roblem facin banks today is not so suchraticaTiligiiiinTiFThuppy of cgs TirEntrowara-6utgf-ifuellircompetition frRedit mach its-Trvege-then oversupply oMena', tundT manweriimr caesura Firreatnin s eman s greTarCERFe7WIhe off-TR Walkers to aviTa tax nq exWITUR risk.
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Bankers today are ssee_arching for good credits whether the are large

iR-17-1.1aaLi retTa3leas o whiTi a irilla-i17-1-Fatia--Wfffiln he

iirket-atea and without redird-to-t6W-iii-51 Me 175771;irs.

Evidence of these changes is found in the fact that 3.2 million
businesses in the country today are owned by woman and two out of
three businesses are started by women, according to a study mad. by

the Department of Commerce. These women are getting business
credit.

Commercial Banking Culture

The changes within the credit-granting culture of commercial
banks have been just as drastic as those in the financial services

market. ECOA and competition have combined to beat down whatever
discrimination might have once existed.

Women in Banking. The changes in the banking culture have been
dramatic, according to data reported to the Equal Employment
Opportunity Commission and released by the American Bankers

Association. During 1985, more than 44% of all officials and
managers and approximately 53% of all professionals in the top SO
banks were women. In 1975, women comprised 26% of officials and
managers and 31.7% of professional jobs in the top SO banks. Many
of these women are involved with the lending function. It seems
unlikqy that they -would condone business credit practices that
discriminated on the basis of sex. Moreover, it would be incredibly
inconsistent for banks to make such great strides in eliminating
employment discrimination against women, while maintaining a policy

of credit discrimination.

Anecdotal Testimony

Despite the changes mentioned above, women witnesses continue
to give anecdotal testimony of credit discrimination based on sex.

Differences in philosophy among lenders may be a source for
such anecdotal testimony. A former president of Robert Norris
Associates, Patrick L. Flinn, has pointed out that "there are
bankers who are not comfortable unless they have hard assets as
collateral." In addition to a concern with collateral value and
cash flow as sources of repayment, bankers look for management
experience and depth, a proven track record, and adequate

capitalization of the given business. Anyone starting a new
business naturally has a more difficult burden establishing

creditworthiness. They generally have no track record, and the rate
of failures among new businesses is high. The business may be
undercapitalized, and the owners may lack management ability.

The fact that two out of three new businesses are started by
women may be relevant to the continued flow of anecdotal testimony
given by women witnesses of credit discrimination based on sex.
Most of the businesses formed and operated by women are service

5
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businesses in which there are few hard assets. A lack of collateralsupport combined with the weaknesses demonstrated by many newbusinesses may more correctly be the basis for the turndown of theloan request.

Lack of familiarity with the commercial loan process may beanother reason for perceived discrimination. Commercial borrowersare required to provide more extensive documentation for a loanrequest than consumer credit applicants. Sometimes this is seen asbeing discriminatory when it is actually a realistic recognition ofthe difference between the two types of loans.

Women witnesses who give anecdotal testimony of creditdiscrimination based on sex appear not to be aware of the rights andremedies already available under the Equal Credit Opportunity Act tothe Denied business credit. In the case of denial or otheradvetle action, the applicant may request in writing the reasons fordenial within 30 days. Rather than conclude discrimination on thebasis of sex, a request for thn reasons behind the denial wouldclearly reveal the basis for the decision that was made.

Venture Capital

Women are new entrants into
forming businesses at a hectic
they need capital from elsewhere
of supplying venture capital.
creditworthiness preclude banks
the guise of a commercial loan.

the business loan market. They are
pace. If they don't have savings,
. But banks are not in the business

Indeed, appropriate standards of
from providing venture capital in

Psychological Factors

Like most entrepreneurs, women who start businesses are highlymotivated. They are out to prove something other than that they canmake money. Their dreams and hopes are involved. There are manyobstacles to overcome.
It is understandable that, like others, theyget irritated for being denied credit. It is an affront to them.It is a blow to them personally. Good loan officers understandthis. Contrary to popular belief, they do not enjoy turning down aloan application. Perhaps there is more that bankers can do to helptheir women customers and some of the women's advocacy groups betterunderstand the commercial lending function. But given thecomplexity of the commercial loan decision process, any necessaryone-on-one explanations about a rejected loan application should beleft to the customer and the loan officer.

Education

Many of the erroneous perceptions can be changed by educatingwomen and minority borrowers of their rights. The Federal Reservehas made a major effort to do this with the publication and

6
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distribution of a pamphlet entitled "A Guide to Business Credit and
the Equal Credit Opportunity Act." The pamphlet explains the rights
of business borrowers and provides advice on how to apply for a
business loan.

Pending Bills

While these hearings are not concerned specifically with the
pending bills that would amend the Equal Credit Opportunity Act to
require the Federal Reserve to reconsider the business credit
exceptions, it is appropriate that we address those bills since they
have been proposed as remedies for problems women allegedly have in

gaining access to credit. Among the bills are H.R. 1897 and N.M.
2577.

There are three major provisions in the bills:

(1) The Board of Governors of the Federal Reserve System is
directed to hold public hearings in accordance with the
Administrative Procedure Act (APA) as a precondition to
determining whether any exception in the business credit
area would be granted or continued. Under existing law,
the Board makes such determinations within the rulemaking
requirements of the APA, which vests the Board (and all
other government agencies) with discretion on whether
public hearings will held.

(2) Any exception grained by the Board for business credit
would terminate after five years and could be extended only
after a second public hearing. There is no comparable
"sunset" provision in the current law.

(3) The Board would be limited to making exceptions only in the
area of business or commercial transactions. At present,
there are exceptions for securities credit, public utility
credit, and incidental credit.

Public Hearings

It has been our experience in dealing with proposed amendments
to Regulation B, Equal Credit Opportunity, that the process used by
the Board is a fair and efficient method of gathering information

and opinions. Proposed rule changes are published in the Federal
Re ister for written comments from anyone. The same opportunity is

ava a le to everyone at the least cost. Public hearings are
valuable and often necessary. But they usually involve travel and
subsistence expenses not involved in the written comment process.
The less formal process of written comments may provide a better
opportunity for more people to express opinions than would public

hearings.
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Sunset

The section of the bill that would terminate any businesscredit exceptions after five years forces the Federal Reserve toreevaluate such exceptions every five years. That is a procedurecurrently followed under the Board's Regulatory Improvement Project,a program calling for the review of regulations every five years.Moreover, the Regulatory Flexibility Act already requires federalagencies to make a periodic review of all regulations.

Limits on Exceptions

While the bill would continue to authorize the Board to make
exceptions for business credit, it appears to take away the Board'sauthority to grant exceptions for ^ther types of purpose credit.While we believe the Board has demonstrated responsibility andresponsiveness in creating exceptions, we have no comment to make onthe other types of purpose credit.

Opposition

Robert Morris Associates is opposed to the bills for thefollowing reasons:

Business credit and loans are covered by ECOA and RegulationB to the saae extent as consumer loans with just three
limited exceptionb that recognise crucial, basic differences
between business and consumer loans.

The credit and lending market of the financial services
industry and the credit and lending culture of commercial
banking have changed drastically since ECOA was enacted,thereby making discriaination a self-defeating practice.

In practice, the federal Reserve is already doing basically
what the bill would require it to do, so enactment would be
redundant and unnecessary. The issues raised in this areaoften are complex and the modest aaount of flexibility theFederal Reserve currently enjoys in administering existing
law is important for effective regulation.

The proposed bills would do absolutely nothing to make
credit available to women. more

The first two reasons have been discussed more fully earlier sofurther discussion will be limited to the last two concerns.
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In practice, the Federal Reserve is already doing basically
;ghat the bill would require it to do,

so enactment would be redundant and unnecessary

The Board has demonstrated its sensitivity and responsiveness
to complaints about the exceptions for business credit by
reconsidering the exceptions more often than the bill would require.
In 1975 when Regulation B was adopted and in 1976 when it was
revised, the rules applicable to business credit received extensive
consideration. Again in 1978, changes in the business credit
exceptions were reviewed at the request of the President's
Interagency Task Force on Women Business Owners. And in 1983 and
1985, the exceptions were reconsidered once more. Public comment
was received on each occasion. Each time the Board noted that
little or no evidence of discrimination had been presented and that
the exceptions *...continued to appropriately recognise differences
between the manner in which business credit and consumer credit
dealings are conducted."

It would be wasteful to require the Board to once again
reconsider the business credit exceptions since it undertook a

detailed investigation of the issue in 1985 and reconsidered the
matter within the last 18 months. It would mean the Federal Reserve
would once again have to devote resources to a task it has
considered many times. It would mean we would have to devote
resources to following and partictpating in the process to recognise
the concerns of our members--a task we have performed each time the
Fed has considered the exceptions.

The bills will do absolutely nothing to sake
more credit available to women

Sven if advocates of the proposed amendments could provide
evidence to support the need for the amendments, their enactment
would not achieve the goal of making more credit available. It
would simply take credit away from someone else, or, a more probable
outcome would be to increase the cost and decrease the supply of
credit to the marginal borrower.

We believe women's business credit needs are being net
satisfactorily by the banks. Banks should not be asked to change
their credit standards to .)locate credit to a special group.
Furthermore, it should be recognised that although a turndown of a
credit request nay be painful in the short run, it nay be quite
beneficial to the applicant in the long run. Granting a loan
request for an activity which the banker, based on a careful
assessment of the proposal, feels is doomed to failure surely is not
doing the applicant a favor.

9
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Conclusion

Before closing we want to repeat that business credit lendersare subject to all the limitations
having to do with an evaluationof an applicant's creditworthiness. There is no substantialevidence that women are being discriminated against. Quite thecontrary. We feel banks are serving their women customers verywell. Legislation is not needed. It would be duplicative andwasteful and ultimately could prove to be detrimental to the veryinterests it seeks to promote.

O
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