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Since the beginning of Piscal Year 1996, the Minority
Business Development Agency (MBDA) has experienced unprecedented
obstaclen and disruptions to its program activities. Thesge
problems are dirvectly attributable to the current Congressional
hudget process, and to the series of furloughs and continuing
resolutions that have wreaked havoc with the Agency’s normal
processes. As this report will demonstrate, this disruption has
had a devastating impact on the minority businesses which MBDA
serves, and the local economies of the regions in which those
businesges are located.

Background

MEDA provides fes-for-gervice wanagawant{technlcal assist-
ance and other business development services to minority entre-
praneurs tﬁraugh a network of organizations which operate
minority bhusiness development centers (MBDCs) in approximately
100 metropolitan areas. These centers provide hands-on
assistance for bonding, bid estimation, financing, marketing,
franchising, import/export, joint ventures, acguisitions and
mergers, and in a variety of other areas, to enhance the growth
and competitiveness of gualified minority~owned firms. The
centers identify minority firms for contract and subcontact
opportunities with federal, state and local government entities,
and in the private sector. They also assist minority firms to
identify both private- and public-sector sources of financing and
assist with the preparation of financial documents for subnmission
to lenders.

The MBDCs are funded under cooperative agreements with MBDA
which are processed in conjunction with the Department’s Office
of Executive Assistance Management (OEAM}. The awards are
renewed annally and ars re-~competed every three yvears, Begause
the start dates and ending dates for these projects are staggered
throughout the year, the processing of new awards and the reneval
of existing awards is an ongeing activity.
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Disruption To QSGA Uperations
L. Uneven SBtream of Agency Funding v

The series of short~term continuing resolutions (CR’s) under
which the Department has been operating has severely hanpered
MBDA’s ability to manage its awards process. Not only has the
lack of an appropriation prevented the Agency from looking across
the entire year to determine which projects would be refunded,
but the variations in the Agency’e bhudget allocation under the
differing CR’s have prevented the Agency from knowing even which
projects it will be able to fund from one month to the next.

2. Delays In Processing MBDC Awards

The recent shutdowns have both resulted in the temporary
closing of MBDA’s regional offices, Field Coordination Division,
and other offices which are essential to the internal packaging
of project awards. During this period, OEAM, the Department’s
Financial Assistance Review Board (FARB}, and other grantse
related functions were shut down as well. Because of the
resulting delays in processing, there are, as of January 26,
1896, 17 projects for which awards have expired without renewal.

3. Delays In Processing Drawdown Reguests For Funded
Organizations

Departmental guidelines require that MBDC operators submit
drawdown requests for operating funds at least menthly. Our
information is that many of the operators submit these requests
biveekly. Because of the prolonged nature of the December 18
shutdown, many of our operatorg have been unable to process a
drawdown for several weeks. As a resuli, a nunber of center
operators have had to rasort to short-term borrowings to keep
their projects goling, or cut back their services to reduce cosis.

BDC O ors

The impact of these events on the Agency’s network of funded
organization has been devastating. We have received reports of
center closings, furloughs of center employees, and other
suspensions of service, all of which are directly attributable to
the budget atandoff. As reflected in the following tables, of
the 100 centers authorized under the Agency’'s funding plan, only
71 centers are fully coperational, 18 have closed down, and 11 are
operating on skeleton staffs., Furthermoxe, the funding problenms
which the budget impasse has created for our centers arse not
limited to any geographic region, but affect the entire country.



Status

Regions

CRQ
DRO
NYRO

SFRO

of MBDA Punded Organizations

Fully Skeleton
Ouerational gtaff Closed

18 3 5
13 o i
i8 3 I 4
13 3
S -1 2
T 11 18

Geographic Logation of MBDA Funded Projects
Which Have Closed or Scaled Back Services

Region
Atlanta

Chicago

ballas

Hew York

San Prancisco

Projects
Cicszed

Charlesiton
Charlctte
Coalumbus
Jackson
Raleigh/Durham

Giaveland

Corpus Christi
Houston

New Mewxico NABRC
Salt Lake City

Baltimore
Hampton Roads
Middlesex

Alaska
Arizona NABDC
Bakersfield
LA HABRC
Riverside

Projects QOperating
Skeleton Staff

Charokee HABDC
Louisvilie
Orlando

Brooklyn
Bronx
Newark

Phoenix
Portiand
Santa Barbara
Seattle
TUCson

{As of Jaunary 26, 1996}



Because so many of its services are delivered through its
network of private contracters, the impact of the budget c¢risis
on MBDA is substantially greater than on many other Comperce
bureasus. Indeed, this crisis has virtually c¢rippled the Agency’s
delivery system. Many of MBDA’s center opsrators are themselves
small and minority-owned firms who lack the financial resources
of larger, better-capitallized government contractors. It is a
testament to their staying power that so many of them have
continued to operate notwithstanding their inability to dravdown
award funds, and are in essence financing the ongoing work of the
Faderal Government themselves. As the attached, chart indicates,
the total costs which have been advanced by those centers which
have remained in operation gince December 18, 1995 are
substantial. ' See Table ¢, Total Average Cost of Operation for
MEDA Funded Projects During Peried of Federal Shutdown.

Finally, it is arguable that the mosgt significant impact
which the budget impasse has had on the center operators is the
continuing environment of instability and uncertainty which
permeates the entire network. - The highly publicized budget
debate, and efforts within Congress to dismantle the Commerce
Department, have caused the centers to loge credibility as a
long~term resopource within their local markets. This credibility
iz sssential for a number of reasgons. First, it enables the
centers to attract and retain qualified professional consultants.
Second, it enhances the stature of the center within the local
business community, including the banks, developers, corporate
purchasing departments, state and local agencies and others with
whom the centers negotiate on behalf ¢f their minority business
clients. These contacts often become sources for futurs
referrals to the center. Third, it enables minority
entrepreneurs to feel comfortable entrusting the centers with
their critical business planning and strategic issues. The
budget impasse is tragically eroding the long-term credibility of
the Business Development Center Progran.

Without the Aqenay s MBDCs to a$$zgt eligible minority firms
to capitalize on available market opportunities, there would be a
dramatic ripple effect throughout the entire economy. Already we
are seeing disastrous consequences from the clesing and cutbacks
in service of the centers previously ildentified. The inability
to obtain needed MBDC assistance hag resulted in numerous sales
and lending transactions failing to close, negotiations coming
apart at critical stages, and in many cases an lirrevocable loss
«f the time and energy spent by firm principals in pursuit of
these aborted sfforis.

As indicated in the following table, we have identified actual
performance reductions of more than $38 million dollars for the 18
MBDCs and NABDCs which have been closed as a result of the hudget
erisis. This amount includes more than $20 million in loans (and
other financing package approvals) not obtained by the clients of
thase centers. The dollar value of procurement awards obtained by
wlients with the help of these centers has been reduced by $18.3
millioen, during this three month period, from the procurement amount
reported for the same pericd in 1994.



Comparison of Gctober 1, 1994 through December 31, 1994
To The Same Time Period in 1995
¥For Projocts That Are Closed
Setaber they Devember 1994 Chcausioer e December 1993
Dollar Value Doier Value Diadier Yale Dhiitpr Valar Difference Differcane 1o
. of Approved of Approved of Apprownl of Approved 1p DoBinr Dioliny Veine

Atiwnin Regiona| Offace Lowr Peocurenwo! Loans * $rocurement Value of Toma | of Procomement

Chonricaton $930.000 $0 $0 £5550.000) $0

Chasiots $845,500 $84,807 30 50 346, 000) 485,607

Cehpd a 38476404 $3,922.652 35 3 {83,676, 4143 $$3,927,952)

Inckeon 317,540 $141,380 36 8 (5123,5403 (141,857

FakipiDurhem $45,300 51 36 $174, 288 345,300 $128,472
Chiongy Bagiomnl Bffice

Clevelsad [ $78,0001 §33,000. ] | 475,000 | £335,000)
Dnites Hegiovad Offics

Loepus Chrit $225.000 $166.067 3350500 51 $1'15,000 {$106,047)

Howton $£.924,936 5,923,487 0 s (38,934,535 (51,923,387

New Mexico NABDC $1,915,506 $9,973.206 30 5B (31,318,506 (59573 308}

Fult Lake Chty $313 008 $65,343 $185.000 $415 (47 £5.13,800) $369.565
Hew York Regiomal Gitics

Batimore $609.712 $1§1,287 $29,000 $2VE 600] Ss19. 7117 349,713

Hargon Hoeds $0.400,771 $1.091,741 b3 S0 651,410,775} G M

Middiowx . $30,000 $0 335,001 $912.730 $55,000 $912,7%
3xo Francisce Megioosl Gifies

Alsdka 34 0 o 30 30 $ir

Arizone NABIC 0 0 t0 ) $0 30

Bk erafiek 10 3G 1200, 0 $15,000 $200, 900 £23,000

CA RABDC $0 31,695,429 0 189,033 6 (31,601,354}

Siveride $£40,000 $934,000] - t0 bt 358,000 (5938, 000
Tewdn fot thest BICs [ s212s0088 320,229,831 3840,000} 31.367.097] $20419.68)|  (15,382.319)

It is important to recognize that this $38 millien negative impact
which we have specifically identified for the 18 closed centers doss
not reflect the additicnal loss of production from the 11 centers
which are operating with reduced staffs. Neither does it reflect the
harm to the overall network caused by the uncertainty surrounding the
program’s long-tern future., This impact would be almost impossible to
precisely identify at the micro level of operation, however, we do
know that total output of all MBDCs and NABDCs declined from the 1454
level by more than $209 mpillion during the period Octcober 1, 1995
through December 31, 19%5. That amount includes a reduction to
approved financing of $151.5 million and more than $57 million in
procuremnent awards.
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The inabkility to obtain the direct, hands~on assistance which the
centors provide will continue to result in a loss of revenue and
valuable business opportunities for minority enterprises. Howaver the
impact will be felt bevond the minority community. Without fully~
operational centers to help minority firms develop loan packaygss,
banks and other financial institutions have had to forego profitable
lending opportunities. Numerous government contracts are at risk
because of the possibkbility that centers will be unavailable to assist
with procurement issues. New franchises, purchases of plant and
eguipment, and real estate transactions have also been put in
jeopardy. The greatest toll is from the loss of jobs that will result
if full funding for this program is not restored. 1/

¥

A/

Attached to this statement as Exhibits 1 through 5 are a series
of anecdotal examples of the hardships imposed upon current center
clients as a result of the inablity to access MBDC assistance, as well
a8 from the budget impasse in general.
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I Description of IT Organization and Management Processes
LA T Management Organization

MBDA has made some administrative changes that indicate management’s enhanced usage of
our enline delivery service, the Phocenix-Opportunity Match System. This revamped
organizational structure is reflected in the description below.

OFFICE OF THE DIRECTOR,

The Birector deternuines the focus of the Agency, with the formulation of policies and programs,
which direct and manage ait activitics of the Agency. The Deputy Director s the princpal
assistant to the Director, The Deputy Director will assist the Director 1n the day-to-day aclivitics
of the Agency; aid o supervising the Executive Staft in the formulation and exccution of the
budpet, personnel matters, information technofogy iwaes, program and operational activilies
and acts for the Director in the latier’s absence, The Chief Counsel serves as legal advisor to the
Dnrector and provides programmatic legal services for all components of the Agency.

ASSOCIATE DIRECTOR FOR MANAGEMENT.

The Associate Director for Management reports directly to the Deputy Direetor and is
responsible for management of the Agency's budget, debt collection and resohution activities,
human resources development, management and organization, administrative support, and the
information technology component. The Associate Director is also ultimately responsible for
the Ageney's compliance and mmplementation of the Chief Financial Officers Aot (CFOA), the
Federal Managers' Financial Integrity Act, the Government Performance and Results Act
(GPRA), the Government Paper Elimination Act {GPEAY}, and the Freedom of Information Act
(FOIA), except to the extent that another agency providing accounting services (o the Agency
has such responsibiligy.

The tunctions of this Office are carried out through its principal organizational elementy:
* The Office of Admiinistration and Financial Management, which adminigters internal
management systems;

_*  The Office of Program Support Services, that develops procedures for Regional Office
implementation of Agency grants, and manages the solicitation of program proposals and
thetr evaluation m responsc to those solicitations;

*  The Office of Informution Technology Services (QITS), which develops and maintains
information systems to satisfy management requirements,

The QITS is charged with collecting, processing, and assembtling all on-going and special
- data and reports, and developing standards for and maintaining the documentation and
the quality of the Agency’s information systems, in coordination with other afiecied
Agency offices, the Gtfice shall provide system analysis, design, development suppont,
and aversight for the Ageney's automaied systems for adiministrative sad program
management, and provide computer software design, development, implementation, and
~ maintenance to the Office of the Director and other Agency operaling units,

ARDA T Operational Plen FY 2061 . Pugre |



The supervision for the functions of this effice rests with the agency’s Chief Information
Officer (CIOY. The CIQ is agcountable for and tasked with the responsibilitics identified
below.

CHIEF INFORMATION OFFICER (CIO)

The Chiel Information Officer has to, as part of the office’s on-going tasks, implement the
provistons of the CCA and the Paperwork Reduction Act regarding the acquisition, managemient,
and use of information technology (IT) resources; implement the provisions of Chapier 38 of
Tile 44, U.S.C., "Coordination of Federal Information Pelicy” that are applicable to the Agency,;
manage Agency compliance with the Computer Sceurity Act of 1987; and implement OMB
Circular A-130, "Managerent of Federal Information Resources” and Exccutive Order 13011 of
July 16, 1994, “Federal Information Technology™ The ClO shall serve as the principal advisor
to the Director on infonmation resources, information policy, and information systems
management; and strive to improve the operations and service delivery of MBDA programs
through the effective use of information technolowy.

The CHO ix respensible for providing advice and other assistance to the Director and
administrative staff of the Agency, He must ensure that public outreach and program specific
information is acquired, and information and communications technology for progrmmmatic and
other purposes is managed in a manner that implements priorities cstablished by the Presidom,
the Seeretary of Commerce and the Director of the Minority Business Development Agenuy,

The C1O%s major duties and responsibilitics are to serve as the principal advisor to the Director
on raatters of design, development, implementation; and revisions of policies, plans and
programs 1o {acititate and strengthen the cost-effective, efficient, and timely application of public
affairs, advouacy, inlormation technology and other resources to the achievement of strategic
Agenvy missions and goeals. To this end, the ClO will normally participate in high level
meeiings as the Director or other senior Agency principals may convene for the purpose of
cstablishing, reviewing or revising sirategic Agency missions,

tn additon, the CHO, on behalf of the Dircetor and 21l other senior Agency officials, will exercise
agency authority in the oversight of the csublishmont and promuligation of policics, plans and
programs to ensure the Ageney’s nation-wide information resources are designed, acquired,
aperated, maintained, monitored and evaluated to support the cost-effective and timely
achicvemuont of strategic Agency missions, '

The C1O will develop implementation and maintenance of an appropriate information
technology architecturs: for the Ageney to include supervision of contractors and other outside
support for Agency programs. .

Included, os a task, is the cstablishment and cireulation of technical and operating standards for
application ¢ Agency’s public atfairs, advocacy, administranve and other information systems,

The CIO will provide guidance and directian to Agency elements responsible for preparing
performance plans pursuant to the Qovernment Performance and Results Act, strategic plans
pursuant 1o the Paperwork Reduction Act, and other plans concerning information resources

MBDA T Qperational Plan FY 2001 Puge 2



management as may be legisiatively mandmted or otherwise required by Executive Branch or
Department direciion, with a view to ensuring the integration into the Agency operations.

The CIO ensures, in collaboration with sfiected operating elements, coordinated monitoring,
review, and evaluation of the management, utilization, performance and security of Agency
information technology, and administrative information resources, program research in support
of Ageney goals and objectives, and automated information systems supporiing administration
and electronic outreach. In this capacity, the CHO recommends funding priorities with respect to
the acquisition, operation, mainenance, and improvement of Agency information systoms,
resources, progeams and projects, including the discontinuance or termination of particulor
programs and proiects,

Other duties of the CIO include imtiating and overseeing implementation and cvaluation of
training plans 1o cnsure Agency personngl acguire and retain technology skills needed to munage
and use existing anx! planned public outreach, and other intermation technology resources, and to
recommaend changes in such plans as warranted by operating experience and anticipated
conditions. The ClO establishes the process to evaluate whether proposed collections of
wtormaton relevant to the mission of Ageney’s public affairs, advocagy of Agency programs,
and integration of Agency information resources with public attairs, advocacy and administrative
programs should be approved and to eertity such proposed eollections ef information for OMB
and Departmental review and approval,

MBRA’s ClO must provide or ensure, in coordination with the Deparntment’s Officc of
Legislative and Intergovernmental Affairs and affected Agency elements, a continuing laison
with members and siaffs of Congressional commiftess having oversight responsibilitics for the
Agency’s clectronic outreach resources and thelr management, In conjunction, the C10O will
develop contacts with industry and neademic contmunitics, state and focal govermments and non-
governmental orgonizations with a view toward wdentifying “best practices™ information
technology sed administrative information resources management which might create
opportunities for the Agency or its clients, and considering general issues of common interest,
This carries over to establishing contacts with officers in other Executive Branch agencics
serving in comparable positions, and representing the Department in such interagency groups
concerned with public affairs, advocacy, information techzlt} ogy and administration or other
information resourees imanagement.

IL.B Investment Management Process

MBDA makes usc of review commitiees to estublish organizational guidelines and changes that
direct the various units in the accomplishment of the sgency’s mission-critical goals. This
process invalves the use of consulting groups muade up of the senior level managemeny, line
managers and division chiefs. These groups are charged with yvmb assistance in developing
strategic plans and guiding the agency toward its desired mission driven eutcomes. Following
are some of the responsibilites that these committees have:

MEDA IT Operationdd Plan FY 2001 Fage d



« Define mission, st gouls and policy

+ Define organizational structure

s Allocate funds

s Review operational plass and report to senior management
+  Coordinate systems and project planning

»  Define and review 1T resource requirements

» Critique projeet planning and implementation

Wher the goals are set and the strafegic planning sessions are completed, and the agency’s
direction is established, these substantive 1deas are conveyed to the Information Technology (1T}
office for implementation analysis. The IT office will formulate & plan to encompass all phases
of the planning process and produca a work plan which esiabhsh the methodology for
accomphishing the agency’s” objectives,

The plan will be reviewed by the presenting committees to ensure that alf unisy within the agoncy
are i line with the proposed procesas and that the mission of the agency will be fully realized by
this course of action.

LC T Architecture
LC.1) Current IT Architecture

Each of the five regonal offices LANs {Atlanta, Chicago, Dallas, New York, and San Francisco)
are gonnected through PYCs with committed information rate of 512kb/s, As a baseling, this
CIR perrnits basic email connectivity, Interet access, directory replication services, and limited
teleconferencing ability,

A total of cight circuits are managed i the MBDA WAN enviromment. Each regional office
LAN &5 connceted through 512k PV tenminated by a General DataComm CSU/DSU and Cisco
3600 series rowter. LAN services are distributed in a switched Ethernet configuration using
3Com eguipment. Three remaining circuits provide aggregate frame relay service in Washington
and a clear channel T1 for dedicated Internet acoess. Al Internet services in regional offices are
distributed through one interface at MBDA headquarters,

MBOA 1T Operational Plan FY 2601 Page 4
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Figure ! 3IRDA Current Wide Aren Network

1LC.2Y Plannad 1T Architecture

The partal 15 going to be run on two Compaq Prohiant MLST0 with two Xeon 760 CPU each, one
{1) GB of RAM, redundant power supply and redundant fans. Each server has an array
controller in it that provides hardware RAID support. The two servers are going to be connwoted
to a Cisco load balancer in order (o increase performance and religbility, The current Checkpoint
firewall is being replaced with s conple of Cisco PIX 515 firewalls. The PIX firewalls are going
to torm a DMZ for the web servers. A Cisco 1D8 4220E is also being purchased in order to
monitor the network.  Additionally, the internal network at Headquarters is being vpgroaded o a
GIGA backbang from the current 107100 infrastructure.

The Compaq Proliant MLS70s are going to be running RedHat Linux 6.2E (which is speeifically
built for Oracle) with Allaire ColdFusion 4.5 Server Enterprise, Oracle 81, and Apache server,

The future architecture of the MBDA network utilizes Gigabit Ethernet as the primary scrvice
connection between access layers and core/distribution Jayers.

The tuture network is divided into three Jogical functional areas, 1) The server farm area, 2) The
corc/distribution area and 3} The aceess layer {closeis). As scon in Figure |, Desktop

§
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workstafions communicate to fite servers through 100 Mbps Ethernet switches located tn each
wiring closet, Each wiring closet has a 1900 Mbps Gigabit Ethernet connection to the Core
switch located in the main data center.
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Figure 2 MBOA Future Notwork

Future Hardware

The PIX S1§ Firewal] is intended for Small/Medium Business and hus throughput measured at
12¢ Mbps with the ability to handic up to 125,000 simultancous sessions. The PIX Firewall
delivers the highest-performance, cserprise-class firewall product Jine within the Cisco Arewall
family, The integrated hardware/soitware PIX Firewall serics delivers high security without
impacting network perfonmance, sealing to micet the entire range of customer requirements, The
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Cisco Sccure PIX Firewall series is a key element in the overall Cisco end-to-ond security
solution sct and (s the leading product tine in its segment of the firewal] market.

The Cisco 7204 or Interret Router interconnects the Campus and WAN, allowing voice video
and data 1o be exchunged at high speed between sites. This requires three abilities — high speed
WAN interfaces including ATM D83 and OC3, Packet over D83 and OC3 (SONET/SDH), high
speed LAN interfaces such as Fast Ethernet, and high performance network services. The 7200
provides these in a cost effective, compact package.

The Catalyst 6506 delivers industry-leading, integrated solutions for both enterprise and service
provider environmenis. The Catalyst 6309 provides scalable, intelligent multi-layer switching for
coterprise and Internet service provider (18P} infrasiructures, intelligent scrver switching and
Web sealing fechnolagios, integrated voice selutions and local arca network (LANYWAN
ntegrstion '

The Cisco Systems Catalyst 3500 series XL is the industey®s premier line of stackable 16/100 and
Gigabit Ethernet switches that deliver premium performance, manageability, and flexibility, with
unparalicled investment protection. The Catalyst 3500 series product family offers customers
tremendous benefits through Gigabit Ethernet-based configuration options, new Cisco Switch
Clustering multi-device management architecture, and embedded voice and (P telephony
support.

The Catalyst 3500 serics is wdeally suited for enterprise wiring closeis, branch offices, and
medium-sized local-area networks (LANs), delivering best-in-class performance through i3
10,5-Cbps switch fabric and deployment flexibility with a wide array of wiring closet
gonnectivity options.

The Cisco VPN 3000 Concentrator Series 18 a best-of-breed, remote-access VPN solution for
enterprise-class deployment. A standards-based, casy-1o-use VPN client and scalable VPN tunne!
ferminalon deviees are included as well as a management system that enables corporations to
casily install, contigoure and monitor their remote access VPNs, Incorporating the most-
whanced, high-avatlability capabilities with a unique purpose-built, remote-access architecture,
the Cisco VPN 3000 Concentrator allows corporations to build bigh-performance, scalable, and
robust VPN infrastructures to support their mission-critical, remote-access applications. Unigue
to the industry, it is the only scalable platform to offer compongnts thot are ficld-swappable and
¢an he upgraded by the customer,

LU T Improvements

LL.1}) System Improvements or Replacements

Over FY 2000, the MBDA has re-evaluated its use of the internet, Beginning with an intranat
site for its Strategic Partners and an extranet to provide information to the general public, the
MI3DA has shifted to planning a Web Portal that will serve as the premier site for Minority _
Business Entreprencurs 10 come o for all their business needs. Heading into FY 2001, the ides
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of the Web Portal has expanded to become a trae Application Service Provider (ASP). As an
ASP, the MBDA will be able to provide real products and services to the Minerity Community,
in addition to the vast wealth of information. To accomplish this, the MBDA has dedicated o
significant amount of resources to improving its I'T architecture to facilitate this new role,

This dectsion poses several challenges o the MBDA:
¥ Performance - With increased waffic, MBDA s systems need to provide higher
performance.
v Reliability — As end users become more dependent on the MBDA s sysiem, the
reliability of this system will become an important factor in maintaining the user’s trust.

¥ Security ~ Beeauge MBDA will attract more attention through increased site hits and
provide many more important scrvices to end uscrs, security will need to be tightened and
new policies written, We will need to guard against attacks while securing our
proprictary code and the users” data.

v Interoperability - The MBDA will continue to expand and add more and more products
and scrvices. As techoology increases to support these new directions, the MBDA must
maintain o system that is open and extensible to new technologies.

To ment these needs, the MBDA will choose technologies and supporting systems fhat are open
souree or dedicated to open standards and architectures, The value of open sourcs technology
deseribed in Appendix A,

Because of the deamatic change in the MBDA s direction, the current three web sites
{www.mbda.gov, padner.mbda.gov, mbdanetmbda.gov) will be replaced by one site:

www, mbdagov. As this happens, the entire system this ASP runs on will be ported to a new
environmeoent. These changes wall accomptlish the goals stated above.

- Current Now
Operating System Microsoft Windows NT 4.9 fted Hat Linux
fromt End Microsofl Active Server Page | Allaie Coldbusion
Database Microsoft SCH, Server 7.0 Oracle ¥, Kelease 2
Web Server Microsofl IS Apache
[ €% Mapuest ESRi

These changes will improve performance to end-users and allow MBDA to impose stricter
security policies on the systom. ‘Additionally, it will eliminate the need for smaller subsystems,
such as the Opportunity Match Automated Email System, currently written in Visual Basic (VB
This subsystem will be re-writien in ColdFusion.

103.2) Processes Improvements or Replacements

In addition to the systemic changes outlined above, the MBDA will also undertake a serious
effort to improve the quality of its data. Curreatly, minor validations are being done on data
baing entered into the MBDA system. This data must then be periodically validated manually,
expending vast anounts of resources. In FY 2001, the MBDA will begin placing more siringent
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vilidutions and checks at the point of datg entry, thereby reducing the need to extrangous manual
vahdation efforts in the Ratlure,

spell Checker = An on-line spell checker can validate user input before it hits the database
climinating spelling errors that may effect the quality of service provided to the user,

Address Verification — The MBDA s evaluating on-ling address verification tools that would
standardize user-inputted addresses to USPS addresses, This will ensure addresses have g higher
probability of being successfully geocoded,

More On-line Validations — Additionally, more validations will be added (o the front end 1o
check formats of various fields and check references 1o standard coding schemes, This will
gliminate crrors like zip codes without 3 digits, or invalid NAICS codes.

LE T Security

MBDA, ir conjunction with offorts made by the Department of Comimerce, Oflice of the Chict
Information Officer {DOC/OCIO), proceeds 1o make Information Technology (IT) Security an
{ssue of high priority. MBDA has appointed personnel to the task of producing an I'T security
plan, 1wt line with established OMB as well as DOC-wide IT security policies. A pre-FY 2001
assessment by memboers of the GAO, of MBDA information systems and security policics on
September 6, 2000, produced a measure by which MBDA has initiated and implomented higher
priority, security standards. Details of all MBDA [T sccurity implementations and standards,
both present and future, will be made available in MBDA’s IT Security Plan, due in the middle
of November 2000. , '

Currently, information system and physical plant seourity procedures are in place with copics of
system passwords, hack-up tapes and cipher-lock combinations held in a fireproof safe. Both
system passwords and ciphur-lock combinations are chenged on a regular basis, with knowledge
of those given to appropriate IT personnel.

All employees with aceess 16 MBDA infonmation systems, both government and contractor, have
been cleared by DOC sceurity, Additionally, all MBDA personnel with access to speeific 1T
systems {e.g. network servers) have been appointed and accounted for separaicly,

The MBDA Information Security Officer and senjor system administrator staff conduct pertodic,
sysiemalic reviews of access by users in order to determine if unusual activities are taking place.
Aceess s also monitored for the purpose of giving access 1o individuals to cortain areas on
systems where the need exists. Security auditing of systems is cmpioyed and reports of
attempted ilicgal entry are documented. To date, there have been no direct incidents of iHegal
entry into MBDA systems. Additional periodic monitoring of auditing systems is planned as
future system development ocours, '

Regular updates from Microsoft Corporation addressing Windows NT secunity procedures are
immediately inplemented.  Additionally updates of anti-virus software {e.g. Norton Anti-Virus)
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are put into place as necessary and are applicd to all MBDA IT systems. In order to keep shreast
of these updates, monitoring of varioss certified sources (FedCIRC, SARC, ete.) for such
updates is done by both the TS0 as well &y senior network administration statf,

Currently, MBDA IT systems are protecied from cuiside penetration via a network firgwall
system. As policy has been established by agency management, the MBDA ITSO along with
senior network administrator staff have decisively begun the process of implementing stringent
measures with regard to access through various Internet means {e.g. lock-aut of specific
protocols, disallowtng usage of specific ports, ete.}) With these in place, MBDA hopes to have in
place a better means to aot only contrel issues related to network security, but 1o also monitor
access and usage of network reseurces. )

In FY2001, a new infrastructure will be put in place and with it, continued support,
implementation and upgrade of I'T Security policies and procedures, as they are applicable o
those systems, One especially unique security festure will be the huplementation of multiple
firewalls to protect MBDA network systems from external intrusions.

MBDA docs not currently opemte classified systems nor do those systems contain information
deemed ciassified or oven business proprictary. Regardless, scounty considerations on all
MBDA infonnation systems has been re-assessed in light of recent threats and actual attacks to
both national and international I'T systems from malicious individuals (e.g. DdoS§ attacks),
Therefore, MBDA will continue its efforts in maintaining sccurity measures of the highest
standards.

LF  FY 2000 Accomplishments

During Hscal yeur 2000, the MBDA re-cxamined its current I'T infrastructure and charted a new
diregtion for the future. Several migjor accomplishments resulted from this:

Y Y2K - as was a major prioity for every organization across the world, the MBDA
prepared for any Y2ZK bugs by auditing all systerss and complying fully with all DOC
~requirgments. The MBDA was pleased to experience no problems related o Y2K.

v Test Envirenment — changing platforms entirely 1s a tremendous cffort. To prepare for
this, the MBDA implemented a (ost environment of Qracle 81 running on Red Hat Linux,
plus the installation of ColdFusion Server.

v Begin Development - the MBDA has already begun the development cffort. This ctfort
includes not only ceding and alpha releases of key functionality but alse includes the
more Tundamental processes and workflow of how 1o design each set of functionality
according to CMM Level 2

¥ Backbone Upprades - the MBDA has also planned & number of upgrades wo its

" infrastructore that will inorease its capacily n anticipation of future growth. The details
of these upgrades took months to finalize and are only awaiting FY2001 monies to
proceed. The MBDA was uble to upgrade equipment at all its 5 regional offices.
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v New Modules ~ the MBDA released 1wo new futctions via the internet in FY2000, The
e(Grants module atlowed the public to apply on-line for grants for Minority Business
Development Centers, thereby eliminating large quantitics of paper work. The Resource
Locator allews users to logate, map and print driving dircctions for resources available o
minorities based on proximily to a target address. This is bascd on geoceding resource
information.

MBDA P Operatione] Plan FY 2001 ! Pape 1}



i Financial Summary

Exhibit 53

Report on Information Technology
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Il Management and Major System Initiative

HLA List of Major and Significant Systems

< 'This section lists all major and significant systems, — Jeff Sauri>

HLB Capital Asset Funding for Major Systems

Not Applicable, as none of our systems are considered major.

iH.C Management IT Initiatives

v

The MBIA has plannod a formal study of the new network, once the upgrades are made.
The results of this study will belp tune the cquipment for performance and efficiency.

A tracking system called Tracklt was installed in FY2000 which allows the MBDA 1o
monitor what help desk related tasks are being performad. Analyzing the results of these
tickels will help MBODA evaluate where it is spending money and how much the naintenance
of its systems 1s costing not only in dellar value, but in man-hours too.

Unider GAOs direction. the MBDA {s instituting a stringent level of sceurity. The MBDA
will write g charter tdentifying the goals of any policy and then continue documenting and
reinforving these policies and measures.

As part of its developmaont ¢ffort, the MBDA 13 cronting coding and design standards for
future development 1 ensure 3 consistent and reliable quality of programming in ColdFusion.
and databasc dusipn. -

D Nen-compliant Systems and Corresponding Corrective Measures

There have been several delays to the implementation of these systems due primarily to the
Continuing Resolution, We have been unahle to increase the level of offort needed to release the
portal in the desived Gme frame. We have also been unable to purchase software and establish
relationships with organizations needed for the full implementation, The MBDA will continue to

design and plan for the FY2001, so that we will be ready to move forward immediately
following the end of CR.
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Appendix A,  OrEN SOURCE DEVELOPMENT BENEFITS AND CHALLENGES

By Stan Breen
Chiel Technofogy Gificer, G-industries

Open Source Development {OSD} is a name for & new model of software development that has
provided significant advances in the lust few years. Most notable of these Open Source software
ereations ts the world-class Linux operating sysiem and the leading web server, Apache. The
Open Source model 1s both a political and twehnical system that combines o create the perfect
environment for very rapid advances in seftware development.

Twao clements comprise the mainstay of OSD, these are the General Public License (GPL) and
the Internet.  The GPL (http:fwww . fsforg/copylettgpl himi) provides the political
infrastructure that guarantees that GPLed sofiware is always freely distributed and the software
cade {the “source™ ¢ode) is public and svailable for modification and redistribution. More
importantly, thaugh, the GPL stipulates that all modifications to Open Source software also to be
freely and source publicly available. Any bug fixes and modifications to GI'Led software are
atomatically covered by the GPL and are hence publicly available. The GPL, in essence,
prevents GPLed sofiware from being subveried and morphed into elosed source {where the
source code is not available for public inspection and use). Once software is GPL, it is always
GPL.

The second clement that has contributed to the meteoric rise of OSD is the Infermet. The vnigue
ability of the Internet to interconncet millions of people together tn 2 highly collaborative
environment has allows thousands of people 1o cantribute efficiently to Open Source projects. n
fact, laternet hased teehnologics such as CVS {Concurrent Versioning System) allows anyone on
the Infernet to “check-out” GPL source code for a project, improve the code and then “check-in™
the code for integration back into the project. This system allows a tremendous number of
developers to work on selected picces of a project in parallel. in addition, each piece of code that
13 “checked-in™ is subject to vast amount of peer veview, as all source vode is freely available

This system of freely available souree code -~ thanks to the GPL -- and massively parallel code
development, -~ thanks to the collaborative Infernet environment -- results in a software
development model which reviles, or cven surpasses, the ability of traditional software company
to develop software and provide bug fixes.

Open Source Devalopment provides these key benefits, which are simply not avaiiablc to
traditional, closed source software companies.

Extreme Development - Hundreds, and sometimes thousands, of programimers contribute (o the
development ot Open Source sofhware. These programmers, often from around the world,
nrovide a talent pool that is anparalicied in the closed source world of traditional software
development. Thanks to the GPL and the Internet, anvone with the will and skill ean contribute
to 3 project. Each programumer can “bite off” g small piece of the overall project and work o
paratiel with thousands of other programmers. This massively paraltel development results in
development oycles that are measured in days or weeks, not the months or vears associated with
the plodding, closed source development model, Open Source projects teap forward with
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generations worth of improvements in a very short amount of time.  For examples of extrome
development in action, go to hitp//www sourceforge.com or bt/ www. freshmeal.com.

Cuick Bug fixes « Just as hundreds of programmers can work to improve the Open Source
project, so do hundreds working to eliminate bugs in the systom. In fact, OSD is intrinsically
setup 1o expose bugs quickly and atlow timely resolutions. Since the GPL roquires publicly
availahle source code, bugs can be spotted and resolved by anyons with the required skills,
Addivonally, the GPL requires that any bug fixes also be freely available.  In the traditional
closed sowrce world, bug fixes are incumbent on the original developer of the software, since
they are the only ones with access to the original source code. This method ensures that (1) bug
fixes come shivwly, since only the eriginal code developer can examine code, and (2) vou are
heholden o the original code developer for the fix {usually via a service contract).

Muassive Support - All Open Source code is available to anyone who wishes to use, view or
maotify the code. This completely open system allows for questions to be studied and resolved
quickly by a very large collaborative Internet based communities, such as

hunfwww questionexchange.com. As with other aspects of OSD, these communitics are formed
by hundreds or thousandg of users and programmers, working in a highly collaborative and
paraliel fashion. ‘

Highly Secure - A critical benetit of GSI s security, In the traditional closed source world, the
source code, which seeures g system or application, cannot be freely vigwed by independent
parties for seeurity flaws, poor coding or backdoor access. This lack of peer review seriously
reduces the chance of critical security flaws from being brought to light and corrected before
disaster strixes, Indeed, there is nothing from stopping tradifional software companies from
purposely coding beckdoor access to their systems

{htty/fwww sdnel.comfzdnn/storics/nows/ 0,4 586,2328464 .00 himl), or simply weiting poor
seeurity sysiems with the mistaken notion that “security though obscunty”
{httpyfalashdotorg/feature/9R07 20/0R 19202 shimi) is a viable secunity model,

In the Open Source model, ail of the code for the system is available for anyone to view, at any
time for any reason. In this model, it is much more likely that a security flaw will be noticed via
third parity analysis, exposed and corrected, before it is exploited. Since all codeig public and
frecly available, it would be virtually impossible to hide backdoors and other soris of nefarious
code without inuncdiate exposure,

Future Proof - With all aspects of OSD available to public, no one porson, party, sompany or ]
country controls the software « or the future of the software. In the traditional, closed software
world, if a company folded or the software was not deemed viable, the users of the software ure
left in a larch with no support und no ability to upgrade or maedify the software. The OSD maodel
allows for software to survive beyond the limits of person or company that created the software.
Additionally, the GPL guaraniecs the right to modify and use the softwarg, regardiess of the
disposition of the parson or company that created the sofiware. The OSD model allows the users
of the software 1o determine their own destiny,
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Hostage Proof - The OSD model does not allow any one person, party, compatty or country to
control the soitware. Inthe OSD model, no one is in the position o demand upgrades, or charge
for answers ot support, In the traditional, closed source world, you bought Into a company’s
ideclogy as much as their software. Once you bought into the company you were doomed 1o an
addictive cyele of costly upgrades and retraining based on the software companies ideological
plans, not your own neads or desires. Your software destiny wis not your own, you were
hostage to the company for upyrades and support. Not only do the traditional software
eompanies know you wre hostage to them, they bank on it

What does this all mesn? OSD points to a new visia of soflware development that promises {and
delivers!y faster, more robust software that is controlled by the users of the soflware,

The current challenge to OSD is to capitalize on the substantial benefits of Open Source.
software, where appropriate, and to bring these values 1o the business world. Education is a
primary aspect of this challenge. For example, there is 8 common misconception that because an
Open Seurce system is wsed fo program a web site, or an application, that the web site or
apphication must be freely availuble, This is not true, Just as an artist paints with brushes and
oils that anyone can oblain dogs not mean that anyone can obtain his creative output, his art.
Likewise, obtaining the benefits of Q5D dees not imply that projects created with Open Source
tools and systems are too Open Source,
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MBDA RESPONSE TO
MBDA MANAGEMENT REVIEW

INTRODUCTION:

At the direction of Secrstary William Daley, an intensive management review was conducted of
the Minortity Business Development Agency (MBDA), beginning in mud-April and concluding in
early June. The review team was led by Clyde Robinson, Deputy Chief of Staff, and included

Ray Kammer, Acting CFO and Assistant Secretary for Administration; Paul Joffe, Deputy General
Counsel; David Lane, Director of the Office of Policy and Strategic Planning; and ,

Jane Bobbitt, Assistant Secretary for Legisiative and Intergovernmental Affairs.

The team reviewed extensive documentation and previous reports, conducted a range of
interviews, examined House Appropriations Hearing transcripts, reviewed budget requests, and
held a half-day briefing and discussion session with top MBIDA management. The team issued s -
report, The MBDA Management Review (The Review), dated June 10, 1997, which proposed -
short- and long-term goals for the agency and recommended immediate action on a limited
number of key steps. g

This report is MBDA's interim response to The Review. MBDA pians to complete its Business
Planning process which will reflect a therough assessment of all programs and action steps
planned to comply with the recommendations, as outlined in The Review. The final response 1o
The Review will be submitted by January 31, 1998. In the interim, the following is MBDA's
planned actions, to date, in response to the key issues and recommendations proposed in The
Review. . \

METHODOLOGY:
The overriding recommendation of The Review was as follows:
Take soundings from program users, historical beneficiaries, policy experts, indusiry

leaders, and other interested persons on current MBDA programs, the recommendations of this
report, and the policy choices for the future strategic foous of MBDA.



{n compliance with this recommendation, MBDA undertook the following acrivities:

1) Conducted extensive interviews with the above referenced key clients and
stakeholders nation-wide on curreat MBDA programs.

2} Developed o Strategic Plan, dated August 12, 1997, based upon the interview
results of all program users, historical beneficinries, policy experts, industry leaders, and
ather interested persons interviewed,

And

3) Began an intensive 120 Day Business Planning process to develop Action Steps
necessary to implement goals established in the Strategic Plan and recommendations
presented in The Review. Courtland Cox was appointed Acting Director, MBDA, by
Secretary Daly to lend the agency in the direction consistent with the Executive Orders and
the recommendations cited in The Review, The 120 Day planning process was initiated by
Ceourtland Cox and will be completed by January 31, 1998,

Start Date: 4" Quarter FY 97

Completion Date:  1¥ Quarter FY 98



MBDA MANAGEMENT REVIEW ISSUES, ANALYSIS, AND
RECOMMENDATIONS/MBDA RESPONSE:

" ISSUE ONE: MBDA needs to review its activities tn ensure that it can efficiently and
effectively achieve its mandate as established by £.0. 11625,

Recommendations: MBDA should develop a strategic business plan for the agency, reflecting
targeted clientele, programmatic mix and rationale, and implementation and
funding specificatians. In brief, this document would develop and make
operational MBDA’s vision and direction.

Ty MBDA should consider whether 1o revise its customer-driven, direct
N service ernphasis to better fit the policy role contemplated by the Executive
| Order. In doing so, the Department of Commerce must determine whether.
MBDA can effectively lead Federal policy making without greater
authority to make s directives effective.

MBDA Response:  MBDA developed a strategic plan, dated August 12, 1997, which
’ reflects targeted clientele and other stakeholders’ expressed pregram

direction and needs, MBDA s now in a follow-up Strategic and ~
Business Planning phase, which revises MBDA's onginal submigsion o
to better reflect the concerns raised in The Review, the agency is ) 1
broadening its programmatic emphagis to accommodate the policy

role directed in the Executive Order. The final Strategic Business

Plan will be submitted by January 31, 1998,

Start Date: 1" Quarter FY 98

Completion Date: 2™ Quarter FY 98



ISSUE TWO:

Recommendations:

The headquarters organizational structure needs (o be revised as a result
of changes in programmatic direction, budget reductions, and staffing
cuts. The new organization should conform with MBDA ’s new strategic
business plan.

Reorganize beginning with an immediate restructuring to establish the new,
Associate Director for Policy and Management, as discussed in [ssue Five,
The second phase would be an outgrowth of the strategic business plan
described above.

We recommend a headquarters structure of no more than two layers — as shown below.

Office of the Director
Including GC and external affairs

; } function
4 - Nl pme i A ¥
Policy and | 1% |l?mw bbﬂ[v!"'” Program Operitions
Marnagement (including field 0pcratmns)

Functions:

budget, exec sec,

functions:

national programs, field operations

admin sen'iccs,{poﬁcy information technology (Intemet
and research ’ delivery)

) Significantly reduce the ratio of overhead to program positions.

+  Reduce the size of the Office of Director,

. Create a senior career position as the Associate Director for Policy and Management.

. Reduce the ratio of clerical to professional staff,

MBDA Response:

Start Date:

Completion Date:

While MBDA is still revising its strategic and business plans, it agrees
in principle to the organizational structure and staffing pattern

suggested in The Review. WUU‘ he (,lJuM,iuTJt‘i _L:Lkﬁ,_

* Quarter FY 98 J 9
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ISSUE THREE:

The agency's shift in mission focus will require a critical examination of

the need for and location of field offices. The agency'’s field structure should be redesigned.

Recommendations:

\

\?S

MBDA Response:

Start Date:

Completion Date:

Restructure field operations and structure based upon a new formula that
reflects the MBDA target clientele and the redesigned program strategy.
The total number of offices should be reduced as part of that process and
the recommendation that follows.

Explore opportunities for possible linkages with and co-location of MBDA
offices with existing DOC offices in the field, expanding the use of existing
one-stop shops through co-servicing and cross-servicing by other bureaus
(as well as SBA). Potential cooperative arrangements with non-MBDA
offices, e.g. providing on-line services, should aiso be considered.

For the field offices that remain, examine the staff composition of the office
— especially addressing the suppaort-to-professional mix.

MBDA is in the process of restructuring its field operations. The total
number of MBDCs will be reduced.

o]

MBDA has undertaken a discussion with top officials from the Small
Business Administration to.create a collaborative field operation to
assist minority and small businesses. MBDA will also begin .
discussions with ITA, EDA, NTIA and NIST about collaborative
efforts that can be undertaken. MBDA will be providing on-line
services.

1* Quarter FY 98

4" Quarter FY 98



ISSUE FOUR:

Recommendation:

MBDA Response:

3

§ 5

Start Date;

Completion Date;

The extensive Federal government resources need 1o be better coordinaied
to support the minority business initiative, beginning with the Department
of Commerce itself. :

Establish a coordinating function in MBDA, that serves as a secretariat for
minority business activities in other bureaus of Commerce, and other
agencies of the Federal government,

MBDA concurs fully with the need for the agency to play a proactive
role in coordinating the Federal government resources as well as in
formulating Federal strategies to support minority businesses. MBUA
plans to propose to the Department that the Secrefary chair a Federal
interagency committee on minerity business which will be modeled
after the Trade Promation Coordination Committee.

2™ Quarter FY 98

4% Quarter FY 98
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ISSUE FIVE:

Recommendation:

MBDA Response;

Start Dates

Completion Date:

The lack of a career senior executive position and the high turnover and
vacancies in senior political positions huve overburdened the executive
feadership.

Recruit an experienced career senior executive (AD/PM) o be respansible
for internal management, to carry out MBRDA'S management reinvention,
and to provide continuity in executive leadership,

Plans addressing this issue will be completed and provided in the final
Strategic Business Plan which will be submitted by January 31, 1998,

2™ Quarter FY 58

4" Quarter FY 98



ISSUE SIX:

Recommendations:

~vBDA Response:

gﬁ\‘s

Start Date:

Completion. Date:

The heodguartars workforce, due 1o RIF and reassignmoent, may no loniger
heve the capacity 1o carry out the changes MBDA must mctke,

Rebuild staff capability through a range of measures including skills
assessiment, specialized training, and reallocation of resources.

Institute team-building throughout the organization. Continue to
monitor and address conduct and performance {ssues st the
management and employee level,

Implement clear assighment of management authority and accountahility wo
specific organizational uaits. Implement clear delegations of responsibility,
authority, and accountability down through the organization to the lowest
level of management.

Implement standard operating procedures for routine programmatic and
administrative activities, with specified guidelines and authority for thewr
revision.

Additionally, require employee performance planning and evaluation
processes to accucately record and momtor agency and individual
personnel performance against plans and to identify the need for corrective
measgures on 4 timely basis.

MBDA accepts all of the above recommendsations. MBDA retained
the consulting services of Coleman & Associntes to identify core
competencies requived of stafl to conduct the business and mission of
MBDA. Following this identification process, an assessment of
existing staff capabilities will be made.

The MBDA reorganization plan will include the requisite reallocation
of staff resources appropriately. Individual Development Plans will be
completed for each employee which will addvess any required
specialized training needed. Updated performance plans will be
prepared on each employee and performance monitored as prescribed
by Depariment of Commerce regulations,

1* Quarter FY 98

3% Quarter FY 98



ISSUE SEVEN:

Recommendations:

¥BDA Response.,
Start Date:

Completion Date:

Lacking an authorizing statute, oversight of MBDA has historically been
carried out through the Congressional appropriations process, A3
discugsed in previous sections, such oversight has primarily focused on
downsizing and the possible overlap in functions between MBDA and
SBA. Inrecent years, the Appropnations Committees have requested
reports on MBDA/SBA duplication as well as on joint projects that theze
agencies could embark on together. As a final aote, recently the House
Commerce Committee also has begun examining MBDA grants and
awards. These actions indicate that MBDA should improve its efforts to
address issues of concern to Congress.

MBDA should step up plans to identify and implement more joint field
service delivery with SBA and inform the Hill about #.

MBDA needs to clearly communicate to Congress how it is implementing
its plans for joint MBDA/SBA projects by identifying the specific projects
and the amount of funding obligated for each project.

MBDA should cantinue 1o cooperate fully with oversight investigations.

MBDA should provide Hill briefings on particular issues, including &\\ﬁ

MBDCs closings and new initiatives.

i kN
MBDA conecurs with sl sabove recommendations. Q G

2" Quarter FY 98 SN
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ISSUE EIGHT: Improvements in the operations of MBDA grant and joint project
programs are pussible, building on experience gained in their past
aperaiion.

Recommendations:

Multi-year Funding: Consistent with DOC Financial Assistance Notice {(FAN) Number 10,
MBDA should consider funding competitive financial assistance awards on a multi-year basis (up
to three years or five years with excetlent performance). This will allow for and encourage long-
range program planning and contribute to enhanced project administration.

MBDA will determine its funding strategy after it completes its strategic and business plan.
Start Date: 2™ Quarter FY 98
Completion Date; 3" Quarter FY 98

MBDA Performance Measures/Assessments: MBDA should cansider developing the criteria
for assessing the performance of a recipient under an MBDA grant or cooperative agreement on
the basis of the impact on minority business and the fulfillment of MBDA's mission. It has been
suggested that greater emphasis on quality of work under an award rather than reliance on
guantitative assessments would improve any performance assessment,

MBDA is presently undertaking these evaluations. N

~

Start Date: 2™ Quarter FY 98
Completion Date: 2™ Quarter FY 98

MBDA Program Regulations: To clearly communicate its financial assistance policies and
operating procedures 1o the public and internally within DOC, MBDA should consider developing
ard either codifying regulations ity the Code of Federal Regulations or publishing rules in an
arnual Federal Register notice for sach of its grant programs  These codified or annually
published rules would replace most of MBDA'S current internal operating orders and many of the
policies currently disseminated viz Federsl Register notices announcing the availability of funds
and Competitive Application Packages (CAP).

LR
v
-

MBDA will publish in the Federal Register its opernting procedures,
Start Date: 2™ Quarter FY 98

Completion Date: 3% Quanter FY 98

10
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Annual Solicitation for Applications: MBDA should consider whether it would significantly
reduce the administrative burden of processing grant/cooperative agreement awards if the agency
were t0 make one yearly announcement to invite project proposals.

MBDA will make one yearly announcement to write proposals and process them via one
annual grants/cooperative agreements process.

'

Start Date: 1* Quarter FY 98

Completion Date: 2™ Quarter FY 98
Evaluation of Applications: MBDA will review the adequacy of its procedures for evaluating
applications submitted under its existing competitive grants programs and update as necessary..
Procedures should be developed for any new programs developed in the future. Evaluation
procedures should provide clear instructions to reviewers to ensure that evaluation criteria are
consistently applied between panels and MBDA regions. Evaluation factors and the weight of
those factors should lead to the selection of projects that best serve MBDA'’s goals.

MBDA will include outside, independent reviewers who are experts in business
development as panel reviewers.

Start Date: 2™ Quarter FY 98

Completion Date: 2™ Quarter FY 98

Selection of Applications for Funding: The MBDA annual funding rule and/or codified agency
regulations for its grant programs should state who the award "Selection Official" will be and

clearly delineate the factors or criteria that will be considered by the Selection Official in making
funding recommendations to the Grants Officer.

MBDA will clearly delineate the factors or criteria that will be considered by the Selection
OfTicial in making funding recommendations to the Grants Officer.

Start Date: 2" Quarter FY 98

Completion Date: 2™ Quarter FY 98

Appropriate Legal Character of MBDA Programs: The issue of whether the focus of the
-MBOC program should be converted from one where the principal purpose is the attainment of a

mutual benefit (joint project) to one where the principal purpose is stimulating minority business
development (cooperative agreement) warrants further study,

11



MBDA has undertaken discussion with OIG, OGC, OEAM on this subject and it has
agreed to use cooperative agreement as the instrument to solicit MBOC's,

[ 3

Start Date: 1* Quarter FY 98

Completion Date:  1* Quarter FY 98

Communications/Training: MBDA and the offices within the Department which play pivotal
toles {OEAM, OGC, OIG) in grants award and administration should maintain effective
commurnination and interaction in the overall processing of financial assistance awards. MBDA

should also provide appropriate training to staff in the area of financial assistance administration.

MBDA will maintain effective communication and interaction with OEAM, OGC, OIG in
the overall processing of financinl assistance awards.

Start Date: 1* Quanter FY 98

Completion Dater  OUngoing



ADDITIONAL RECOMMENDATIONS

Clearly define what role MBOCs will play in minority business policy, linking program services 1o
the needs and expectations of customers. -

MBDA should develop a mechanism to assess the usefulness of the agency’s outreach and
communications efforts, This mechanism should present:
- objectives;
- measures for assessing how well objectives are being met;
- staff, travel and related resources devated (o outreach and communications; and
= identification of any partners and their partnership roles. .

MBDA will develop a mechanism to assess the usefulness of the agency’s outrench and
communicatioas efforts.

Start Date: 2™ Quarter FY 98

Completion Date: 4" Quarter FY 98

MBDA should prepare a travel budget and show its relation to the agency’s budget. This budget
should include specific guidelines to ensure economy on overseas travel, including limits on the
numbers of officials traveling.

MBDA will prepare s travel budget and show its relation to the agency’s budget.

_ Start Date: 2% Quarter FY 98

Completion Datez 2™ Quarter FY 98

MBOA should develop clear and accurate identification of benefits (cutcome measures} that are \
expected to accrue from their links with other organizations.
o v N S
MBDA will develog clear and accurate identification of benefits {putcome measures) that ?)‘V
are expected te acerue from their links with ether organizations. ¢ Y
. Y
Start Date: 2" Guarter FY 98 l;i{\}" \

Completion Date: g Quarter FY 98 AJ\% 9 " J\J/.

13



hxgﬁ DA should track the attainment of benefits and publicize these as well, along with applicable
caveats,

MBDA will track the attamstment of benefits,

Start Date: 2% Quarter FY 98

Completion Date: 4% Quarter FY 98

MBDA should develop and maintain an up-to-date list of organizations with which the agency
maiptains links.

MBDA will develop and maintain an up-to-date list of organizations with which the agency
maintains links.

Start Date: 2™ Quarter FY 98

Completion Date:  Ongoing

With asgsistance from the Department, MBDA will develop options for using its charge under
Executive Orders 11625 and 12432 to play 2 stronger role in formulating Federal strategies to
suppart nunority businesses, '

MBDA should explore whether the formation of minonty focused teams in each of the
Department’s bureaus would promote improved assistance 1o minority business enterprise.

Improve internal management information reporting. Take steps 1o improve communications
between headquarters and regional office staff. Implement team-building through the agency,

MIBDA will consider this recommendation.
Start Date: 2% Quarter FY 98

Completion Date: 4" Quarter FY 98

14
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U.8. DEPARTMENT OF COMMERCE

MINORITY BUSINESS DEVELOPMENT AGENCY
 MEMORANDA OF UNDBRSTANDING (MOUsB)

T I ST N gt A R L R B e DA S TS ST F £ Bt L Lac s ml Lt AL S
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Corporation {(RTC) -

4

promoting the RTC Minority
Women Cutreach Program.

MBDA
482~3261

. CONTACY DOCUMENT DOCUMENT
AGENCY FURPOSBE PERBON(8) BIGNED TERMINATRS
Dept.. of Commerce (DOC)|To advance the environmental| Loretta Young May 7, 1983 On—-going
Dept. of Housing and "Green Movement®™ in urban MBDA
‘|IUrban Development {(HUD) icommunities and to assist 482~1624
Environmental Protect~ |in the creation of minority
i1on Agency {(EPA) | business entrepreneurial
Government of the .. | jopportunities and job
District of Columbia . . jtraining and placement
(GpCy - . -~ . |through the furtherance of
- Ty efforts to stimmlate eco~
pa T Lo . {nomic growth & development
o o {in the District of Columbjia.
Resolution Trust To assist in publicizing and Gavin Chen April 1, 1991 On-goinyg

HU.8. Travel and ™ F.’
. “Tmarism (USTTA}, % =

"
P
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- -
F - .
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To promote and support
development of cultural
attractions and historical

.iand natural heritage

rasources.,

Robert Hooks
MEBDA
4823261

Sept., 30, 1994

Aug. 31, 1996

International Trade
jAdministration (ITA)

"
»
4

¥#

T AN

b : B ”;: -
N -

To angage in the development
and dissenination of foreign
marketing opportunities and
information designed to
aasist in the expansion of
foreign markets for U.S.
products and services.

Robert Hooks
MBDA
4823261

April 1%, 1984

April 14, 1996
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MEMORANDA OF UNDERSTANDING (MOUs)
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ment in the U.8

both parties in promoting
minority business develop~
oA,

{CONTINUED}
- CONTACT DOCUMENRT DOCUMENRT
AGENQY PORPOBE PERBON{B} S8ICGNED TERNINATES
R R
National Oceanic and. To provide MBDA with Marie Travis July 14, 1892 on~golng
Atmospheric Admin. intorpation on contracts & NOAA -
{NOAA} responsible for administer- 4820011
’ ing and small and disadvan~
taged husiness subcontract~ Raul Quiros
ing plans. Encourage MBDA
. cogperation in the delivery 4821712
‘ o of services between the
. . IMBDCs and NOAA’s headguarter
v . y offices in promoting parti-
. cipation of minority
businesses.

JU.8. -8mall Business ' To provide prospective gmall Robert Hooks April 13, 1994 on-golinyg
Administration/Doc/ buginess persons with cone MBDA . Amended Oct.
NatinnBBank . centrated assistance ’ 4823261 12, 1995

_ v relative to business H
i creation, development and
| ‘Technology ' To encourage minority ) Robert Hooks Kay 18, 1993 On-going
&dwinistratian {?&)e . participation in the U.8. MBDA
- . |Japan Manufacturing 482-3261
" L Technology Fellowship
L. | Progran. Phyllis Genther i
Yoshida
TA E
482-1287 i
Anwest Burety Ina&ta&aa To implament a nminority Georgina Sanchez; March 7, 1994 On-going
annﬁany : ., « |bonding assistance program -MBDA
- . 7 &% jto combine the efforts of 482-1015
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* " MEMORANDA OF UNDERSTANDING (MOUs)

{CONTINUED)
CONTACT DOCOMERY DOCUMENT
AGEROY PURPOHBE PERSON{#) S8IANED TERMINATES
Bank of Anmerica T establish a framework David Vega Jan. 19, i9885 | Jan. 18, 1996
Illinois Community for cooperation in order HBDA ‘
Development Corporation)te further the availability 312-353-0182
to minority business
enterprises of credit.
STAT-USA For the purchase of STAT- James Thomas Sept. 19, 1995 Sept. 18, 1996
Economic and Statistics | USA products and services. MBDA . ‘
_-Administration 202-482-3163
Chemical- Bank .= - |To increase the availability Feb. 22, 1995 | Feb. 21. 1996
<o 4T L et capital for minerity ’
SRR businesses.
e O B .

*
e

Intarnational Traﬁe

aﬁminiatratlon L

To provide soarvices and
assistance to MBEs in out-
reach, info diasemination,
specialized management and
technical assistance,
rasource idanﬁifiaaﬁian, sto

Robert Hooks
MERDA
2pL-482~3261

April 15, 1994

April 15, 1496
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each of the MBDA regions

.

L

LONTACT POCUMERT DOCUMENT
AGENCY PURPORE PERBON{B} BIGHNED TERMINATES
Economic Development  {Transfer of funds for th Scott Carter Aug. 11, 1935 Aug. 10, 1996
Administration (EDA) MBOCs in Los Angeles and EDA .
. and Oakland, California 482-2127
. ) ’ Barbara Maddox
. MBDA
4823007
United Stateg To develop projects and Robert Hooks Dct. 1, 1994 On~going
Travel and Tourism programs as authorized by MBDA :
Administration (USTTA) '|existing legislation and 482-3261
. Lo " {current policies in order
_ to promote minority business
- R SRt participation in touriem, '
fU.s. Travel and Tourism|To co-~sponsor five multi- Robert Hooks Sept. 30, 1994 on-going
Administration (USTTA) |cultural tourism mini . MBDA . : ]
be o .+ | workshops/seminars, one in 483~3261

3.8. Travel and tourism
Company -~ ‘

To provide services and

lasgistance to minority

businesses in ocurtreach,

information dissemination,
specialiged management and
technical assistance.

Robart Hooks
MBOA
482~3261%

Sept. 30, 1994

*

Aug. 30, 1996

*
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MINORITY BUSINESS OPPORTUNITY COMMITTEES (MBOCS)
JOINT PROJECT AGREEMENTS

VT,

CONTACY DOCUMENT DOCUNERT
AGENCY FURPOSE PERBON{S) BIGRED TERMINATRS
Chicago MBOC To ldentify economic oppor- David Vega Sept. 28, 1895  Sept. 30, 1996

Klulzinsky Fed. B8ldg.
230 So. Dearborn St..
Suite 1064A

Chicago, 1L 80604

PR

b

. _'é
L 2

.

e

E

tunities for the minority

-Ibusiness pantory and to

develop specialized
approaches for disseminating

ithis information to the

ninority business community.

MBDA Region
{312}. 353~0182

Barbara Maddox
MBDA RO
{202) 482~3007

LaVena Norris
MBOC
(312) 353-5140

To ensure maximum opportuni-

July 12, 19985

e
4

g

¥

#

R

Corpua Christi MBOC John Iglehart June 34, 1996
201 N. Chapparal - -~ ties for minority businesses| MBDA Region
|{Suite 325 ‘ “? to participate in the (214) 767-80¢1
Corpus Chriati T ‘ |econoemic mainetream. To
_78401.° L ‘w.i N increase jobs and contracts.| Barbara Maddoyw
S ke po ‘ MBDA HQ
T :m e ) (202) 482-3007
1 - 1 e .
- . * £ - Y - *
- AR Gilbert Soliz
‘sciyg'“ ’; mc )
B ‘o {512} B83I~9317
Delaware MBOC To provide suppeort to Al Jackson Jan. 19, 1996 | Sept. 30, 199é&
U.8, Dept. of Commerce |Minority entrepreneurs MBDA Dist. Ofe. '
. 1800 French Street ' lin the c¢ity of Wilmington {215} 597~9236
wilmington, DE 19001 Delawvare, to insure maximum ‘ . '
. . 5e, ¢ |oppertunities for minority Barbara Maddox
a w2 0 |end small and diaadVantugad MBDA
: Y businesses. (202) 482-3007 -
LR v LS
b ' 5 % ', , Thomas Moyer g
- K MBOC :
: - ‘ {302} 5731~4033
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A | MINORITY BUSINESS OPPORTUNITY COMMITTEES (MBOCS)
oY JOINT PROJSECT AGREEMENTS
(CONTINUED)
’ CONTACT DOCUMERT
| AGENRCY PURPOSE | -~ PERSON{(S) S1GHED
o8 Angeles MBOC To serve as a community Helda aabrera Aug. 31, 1995 | Aug. 1, 1996
Kayor’s office of advocate for the full . MBDA Region
Economic Development ' |[inclusion of the minority (415) 744~3001
200 N. Spring Street business sector in the
City Hall, Room 2000 economic life of the Barbara Maddox
Los Angeles, CA :. 90012 |community. Increase 3jobs MEDA HQ
_— e Lt - |and contracts., {202) 4823007
R IR s‘ . ' ’ : Diane Sallee
. Tt e MBOC L -
T - : - {213) 485-~6154 :
No. California MBOC To anhance the relationship Melda Cabrera Aug. 24, 1995 July 31, 1998
1221 Oak straet .27, | petween the minority sesmall MBDA Region
Suite. 555 o0y |business community and {415) 744~3001 A
Oakland, CA 946127 . |contracting procurement .
SR P offi¢ia1$, Barbara Maddox
e S T T _ MBDA HQ
SR LN .. : {202) 482-3007
-, PR S : ' .
* RIS - ’ Harold lLogwood
A TS <o - - MBOC
et : , (510) 272-3B65
Puerto Rico MBOC - '« |To stimulate relationships |Robert Henderson |Sept. 28, 1995 Sept. 30, 199¢
CACICA Buildinq, ‘: .. |among the publiic and private -MBDA Region
2nd Floor .+ Jeommunities with minority, {404} 730-3300 . :
P.O. Box 4275 “ jsmall and disadvantaged \ T
-iSan Juan, Puerto Ricwe |business. To improve the Barbara Maddox
00902 - &t 1e, - javailabililty of financing, MEDA HQ
oo Tyt e st fprocurement and contracting {202) 482-3007 N
‘ " .Pt ’j’ : . “.:;: " e - upportuniti&ﬁe .
v L v ' Dr. Billy Mende:
ST B - : MBOC
- : . {809} 7285625
i _ .
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CONTACY
PERBON{(B)
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DOCUMENT
BIGNED

POCUMENT
TERMINATES

United Retailers
Agssoclation of
Puerto Rico

o T,

1To focus increased support
of the minority business
enterprises by coordinating
the collective resources.

d——

Barbayra Maddox

MBDA
(202) 482-3007

Aug, 18,

1995

Aug. 18, 1996
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The New Realities for Minority Business

Introduction

The beginning of the 21% cepry 5 a eritical tme in the development of minority
businesses. As a result of the Civil Rights movement and the urban turbulence of the late
1960s, federal and state governments and the private seclor developed programs to
preanote Minority Business Enterprise (MBE) growth. Generally, these programs
concentrated on business development and included sheliered markeds, management and
technical assistance, and preferred acvess to capital for smaller businesses, The
combined efforts of the private and public sectors over the years have helped to create
pver 2 million minerily fiems, with sales in excess of $203 billion, '

Markets have changed dramatically over the past ten years. Corporations have
significontly restructured their organizstions and re-engineered many of their processes,

including procurement. These companies will conlinue to search {or innovative ways of -

decreasing adminisirative and other costs, and increasing the elficiency of thelr
operations, meluding greater use of e<business strategies, grLZZIS? outsourcing of non-core
competencies, and exploration of new markels. . . ‘

Government, waditionally, a significant source of bisiness {or minority:enteepreneurs, has
moved i a similar dirgetion, redesigning its procurement pracess and conlracting fora
greater number of services. This has resulted in “bundling™ of government contracis, with

mamgement of these contracts performed by fewer contraoting officers, These chanyes,
in both govemmend and the private scctor, have had a dramatic impact on nll businesses
and have encournged an increasing number of alliances, partnerships, and mergers and
aequisitions among vendors and suppliers. ;

Fechnnfopy also has revolutionized the buginess environment, Corpanies and
povenunent agencies are ingreasing their wse of technslogy and electranically
streamdining thedr processes, inciuding purchasing and selling. Business-to-business
commeree is growing a a rapid rate and is projected o be a mmjor growth area in the
Interniet economy.  Like all businesspersons, minority entreprencurs must understand
these trends and develop strategies to address them.,

In additinn to these changes, there is 4 major demographic transfovmation ocourring in
this country, Minorities, who now represeat approximately 26% of the LS. population,
are expected (o represent nezu‘iy 50% by 20507 This will create oppontunities for
vonsumer and business sules i those communitics whore minority businesses, i correctly
posttioned, could have o competitive advantage. These demographic changes will
nhttmuately abter the relationships between corporate Amerion and communities that have
radisonatly buen under-served by the husiness seQiof,



New strategies for Minority Business Enterprise Development (MBED) must
acknowledge that MBES sre not islonds unto themselves, hut are operating in 5
rapidiy chuanging, global cconomy that pluces a preminm on technological know-
how, manasgerial effectiveness and decisivencess, cquity caplial, and business
partnerships. While these changes prosent challenges, minority businesses can continug
to geow and compete as they leverage thelr uniquencss and growing economic power,
MBLs con be major players in the global economy f they:

* Advocaie to the public and private secior the Importance of MBED to the US,
CCONUIY

s Leverage the resources of government

»  Develop new business structures

»  Access new markets

¢ Develop new sources of capital

To vaceurage thedevelopment of now strategies, a national consortivm must be
formed, moecting on 3 reguluy basis to discuss the changing business-envivonment
snd wdvocate, both within and outside the minarity business community, effective
sty *ziums for cmpowering minerity businesses. The MBE community as a group
must sct the agenda, and develop and rmplemcm solutions, The discussion sheuld

I»t.

inelude the following areas: A N ¥ Sl e

- I
I3 . . .
s . - * . .

»  Present Status of Minority Business Enterprise Development .
.o Tresds Impacting Minority Business Development © )
+» Recommendutions and Suategies to Enhance Minority Bzzsmes:. Lme:rprzsz,

Development in the 217 Century
+ Benelts to the U8, and Global Economy

.

This elearly 1s not a comprehensive discussion of ai trends impacting minonty
busingsses. However, it is fotended to provide a general overview of the business
environment and serve a8 g starting point for a discussion of the necessary strategics {or
promoting minority business success in the 21 century, _ '

L Present Status of Slinovity Business Enterprise Development

Minority-owned finns have grown over the past ten years at approximately double the
rate of all fums In the ULS. soonomy, in terms of both new firms and total sales. There are
estimated to be 2 million minority firms, generating in excess of $205 billion annually ™
From 1987 1o 1992, the overall growth rate for all Boms wus 4.7%, with sales growth of
FOT8%. The nunsbers and sales of minority businesses grew ot the fellowing rates.™

» {lispanic-owned firms tncreased 12.8%, with sales growth of 24.1 1% per yenr

o African-American firms increased 7.9%, with sales growth of 10.25% per year

«  Asian-American owngd firms increased 10%, with sates growth of 23.98% ner
year

s Native-American-owned finns increased 37%, with sales growth of 35% per yuar
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See Figure i,
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MBL.': are not, howcvar as w-..II»errebented in the buszzzuas arena s the ra;’;t{i MBE
business growth suggests. For example: e

»  Minonty gr oups represent 26.1% of the population, bul own only 11.6% of
the nation’s businesses” .

»  Minority businesses comprise only 6% of ol business gross reeeipts™

o Minority businesses employ only 3% of the American civilian labor foree™

» Recenl studics conducted by the Centey for Advanced Purchaging Studies
revealed that, in the 19 industrics with the laegest represeniation of nvinority
subconiractors., only 3.5 % of supply doliars are estimated o luve gone o
minority businesses. See Figure 2.



Figure 2 ’
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Iy additon, many minonty-owned firms are relatively sroall, withowt the eapacity to
perform forge contracts for the private and government sectors. For example, 46% of alt
minurity firms had conual receipts of Jess than $10,000 in 1992 {the most recent
Drepartorent of Consus data). By contrast, the suowe dwsa reflects that minerity-owned
finng with spnuai recompts of 1 million or more aecounted for only 1.2% of overall
minority firms. '

However, farger firms have a significant economic impact, both in terms of gross
revennes and employment. Although constituting only 1.2% of minority-owned firms,
these Targer companies renerared 32% of the totnd gross receipts of all minority
businesses. In 1992, 1,709 or less than | % of minority firms had 100 employecs or
more: these s, however, generated 16% of the revenues of ol minority firms. ™
These findings ore supported by & recent study of Latino businesses in Los Angeles,
which concluded that Latine businesses with more thon $1 mélion in annual recoips
constituted 1.2% of overall Latino firms, but generated 32% of sales receipts and
employed 47% of the workforce in Latino finos with paid employees.™



Figure 3 demonsirates the disparity in minerity business participation in the corporate
marketplace across a broad range of business areas.

Fi gure 3 Beprintest from: Milken fastirute; Duta Sovree: 384 (Mfive of Advogsess 1992 Economiz {onaus
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These statistics show that minorily business growlh is not tracking overall growth in the
minority population. To reverse this trend, the MBE comnunity must develop strategies
to 1ake mivantage of the strengths of minority communities and transiate these sirengihs
HIWI COONOMIE pOWer,

t, Trends Impacting Minority Business Development
The trends most strongly impacting MBED can be grooped under four main ¢ategories:
+  Corperate Business Strategies
+  Governmuent Restracturing
o Finandial Trends
»  AMhasoerity Demographicy
Thess tresds will be discussed in grenter detail in the followdng sections.

A.  Corporste Business Strategics

The way i which business is conducied n the U8, hos changed dramatically over te
fust tventy years, Some of the most significant changes are: :



¢ Industry Consolidation

v Process Redesign

» Increase in Strategie Alliances

»  Expansion of the Intermnet and Use of E-Coannerce

fndusiry Consolidation

Oae of the dominant trends affecting businesses 1s the continuing proliferation of
mergers ard aeguisions. Primarily driven by technological advances or new
govamment palicies, the number and size of mergers have escalated as firms
atfernpt 0 compele or access new opportunitics. In 1992, there were nearly 5,000
mergers and scquisiton deals valued at $150 bitlion. ™ Five years later, the
sutnber of deals nearly doublud and were valued ot 3860 billion. ™

This trend scomingly has not affected the minority business comupunity. Although
there is isuificiont quantitative Information 1o rack the rumbers of margers and
conselidations of MBEs, sncedotad evidence suggests that these are not strisegies
frequently wiilized by minorlty businesses. While mergers and sequisitions are
aot viable alternatives for ull firms, the apparent dearth of these transactions in the
minority busingss community s alarming, :
This merger activity has critically impacted the procurement process in the |
following ways: : ‘
»  The number of supplicrs is decreasing
At all corporations; but panticularly those that have consolidated,
provurement is moving from a cost center (o an activity of strategic
importance. As corporntions lower costs, reduce inventorics, reduce
the number of vegotiations, and gain increased flexibility in product
and service delivery, they are reducing the number of supplices
utilized. Today most corporations have aligned themselves wits a
smaller number of large suppliers who can deliver greater
custontization and better quality mansgement and can achicve
ceonnmics of seale,

s The =iye and capaclty of supplicrs, particudarly first-tier suppliers, have
increased dramatically '
Large, merged companies usually streambine their operations by
seeking larger Drst-tier suppliers whe can deliver high volumes at
consisiently high quality, provide rapid execation, and have substantial
capital resources. Larger companies more frequently outsource theiy
non-gore competencies o first-tier supplivrs and require that they
provid these services @ 8 redoced cost, This trend coniinues down the
supply chain, a8 all purchasers enter into longer-letm, exclusive
arrangements with o fimited number of suppliers.

f



“ineresse i Stresic Alliances

Process Redesign

Over the past ten years, US, companies have redesigned their production, service
and progurement processes o be more market-focused. Two of the most
significant redesigns are Just-in-timie production and procurement of supples and
servicus. .

The changing procurenient process has been discussed in the preceding section.
Just-in-gime production requires that suppliers deliver their products on a schedule
directed by the producer. In generpl, these supgpliers must inerease their overhead
costs in the ureas of research and develomnent and hwman resource management
i order to sustain the delicate balance of sufficient inventory levels and
Imanagenent while simuliancously inereasing sharcholder value through rising
profit murging, Larger, more established supplicrs are better equipped (o deliver
these new demands and still turm a profit,

Currently, most MBEs do not lusve adequate size, capital, expertise, und .
infrastructure to compete for these selective supplier posttions, The key will
be to identify guicker means of rupid growth and sufficient uccess to capital
nut only te cempete, but to galn a competitive edge,

* 4

The numbers of strategie afliances between majority companios have grown

exponentially, Glabally, over 32,000 alliances were formed between 1995 and
1898, which account ford 8% of the revenues of America’s biggest companies.™
The key reason these aliiances are formed is 10 enable businesses to enhance their

ability to unter larger markets.

As migiority Ccompauies grow larger, miorily businesses nugl compete with these
atliances thid, due to combined regources, will have significant market share. In
order to remuin compelitive, minority husinesses may need to develop '
partnerships and joint ventures, whether with minority or majority pariners.

The benefits of strategic alliances for minority businesses are tremendsus,
whether they partner with other MBEs or with majority-owned companies,
Albough sumy large businesses ereusingly look to Targe-seale suppliers,
there continues to be a role for smaller businesses providing specialized
servives, These basinesses are aften wore flexible, move more guivkly and
are more respansive than larger buginesses,  In cither ease, the primary
resson fer a partnership is that it canbles an MBE to expand the scale and/or
scope of service without additional capital reguirements,



Expansion of the Intermet and Use of E-Commeree

I 1998, approximately 18% of businesscs were electronically connected to their
supplicrs. Figure 4 demonstrates that this number has grown substantially over
the past four years, Compared to $8 billion in 1997, revenue generation is
predicied to resch 5300 hillioa in just a fow years,™"

Inwwrnet usage for business purposes is growing rapidly; the statistics speak for
themselves™™: '

«  Twenty-seven million purchases are now made on the Worldwide Web
svervday.

At the beginning of 1993, thore were just 50 sites on the Web; the number
aow 1§ estimated o be over one billion. -

s The percentage of small businesses with aceess 1o the Inferned neasly
doubled over a two-year period, from under 22%in 1996 10 over 1% in
19498 ’ . '

The growth of E-commerce and Internet usage s staggering, both are baviihg an
Hapact o the firure of business development. Through the use of B-conwnerce,
cotapanics gain several advantages: R

» Efficiency

»  Sneed - : o

» FEnhanced myarketing and convmunication cupabilities
s Lnhanced cosioner service

¢ Reduced transactionul cosis and ¢yele tines

With greater aceess to the Intemnet and increased financial resources, the
opportunitics become endless. Yet, in order to maximize these opportanitios,
more minority business owners ninst develop an Internet presence as part of
their core business objectives. Many minority business owners siill face the
same obstacles that plagued them before in developing the appropriate
mirstructure

v Lack of understanding of the benefits of using e-commerce and ¢-
husiness slrategices

»  Inability 10 afford, mternally or through outsourcing, the expertise and
iime required 1o use these business strategies

»  Lack of capital for state-of-the-art technology and equipment



Figure 4

Corporate Use of E-Commerce by Indusiry

Percentages
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Whether revenues are generated from business-to-business sales or direct
cend consumer purchases, it is clear that MBEs must embrace the trend both
in concept and through implementation. However, MBEs cannot break the
barriers to entry unless they develop appropriate support systems and
capifal is made available,



B, Gavernment Frongs

As the fudera] government budget has been reduced, government agencies have
gsedl strategies sintlar o those of corporate America to ingrease their oificiency.
For minority busingsses, the prireary twpact has been feit in government
procurement practices. where there is greater use of e-business strategies and the
Imternet. b addition, the effects of recent legal actions bave had & significan
impact on the environment for minority businesses.

Frogurement
Because of the bikiget reductions:

+  Government purchasing departments have been downsized
Guaverpment procurement budgets have been cut
Muore emphasis has been placed on customer/supplier allocation

.- . ¢« There i1$-an increascd use of infonnation ter:hnology in procurement .

. ~aclivities . L ,

5 - 4

" The federal govermment has beon using more streambned aazzlm@in;, oy dg,ti(:es o
‘plitchase &(3{3&25 ,m:i servicds in afl officient, cost=effective manner. In geacrall
g,aw.m yonind ;zgcmwa are putting larger contracis out for bid, through the process

... called bundling. For example, through buandling, anagency will consoelidate what
in the past would have been ten $230,008 contracts into a single £2.5 miliion

contract to by sutisGied by one'supplier.

In addition, much more government procurement is faking place clectromcally,
By presidential directive, federal procurement officers are more aggressively
usiing clectronic commerce for procurements, sspecially those under 3100000,
Witi‘sin the federal government, contract opportunitics over 325,000 arg advertised
nee m the Commeree Business Dmly, thereafter, these oppostunitios are posted

lg{:i*ozzzu iy,

Althoagh the sulcama is a more 5!ream!mui process, the impace on MBES is
mg;fcid

s The number of available contravis for small, dissdvantaped and
8{n} businesses is dwindling,

« Al government contracters must be technalogically savvy. In the
futury, it will be difficult (o do husiness with the governmont
without using e-businesy strategics,

Technology may be leveling the plaving fteld with respect o access to
information, but MBEs wil! not benefit unless they aequive and use these
tools,

=

‘r
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Lewgal Trends

In the legal arena, minority business programs are facing increased scrutiny,
meluding those programs thot establish set-asides for minority businesses, More
than 120 cases have heen filed across the country challenging race-based
programs that will affect the viability or Jegality of cerain minority business
opporinify programs, or the existing inferests of certain minonty businesses.
Although these cases generally involve government contraching programs and the
eriterin used in awurding contracts, the outcome of these vases will most tikely
affcet privale seclor procurement programs.

fnegeneral, there have been two émcrging trends regarding government
contracting: 1} resistance o set-aside programs, and 2) the need for clear evidence
of nast discriminationto justify the continuation of these programs. The federal
s state courts huve tightened the standards used 1o review progeams that have
race (aad gender) #s g eriterion in contract awards. Specifically, the Supreme
Court case of Citv of Richimond v, 1A, Croson {1989} required sstriet scrutiny”
many public-soctor minonity contracting progroms, with the {:rmczzzduoz* ofa .
mmpdlzzzg, nced for the program and clear evidengs ofl - o .

e Past andior present (%iscrimina:iozybsib B gg;z;znzit;iiiw aud qualitative” o,
pteomy - . B et

o A program design that is sufliciemiy narrow 1o benefit only the victims of

. such pastracts of discrimination

More recently, in the case of Adarand Constructars, tne, v. Pena, the federat
vourts have re-affinmed this analysis. The courts may assess (o) thter ar not an-
azency could have used other, race-neutral methods to achieve its objectives, (b)
whether numeric 1argels s¢t by un agency were correlated with so-calied
“qualified minorities” m the applicable contructing or subcontracting pool, and {¢}
the extent of the “burden” placed on non-minornities who are not involved in these
RALHHETS

As the conris continee to [imit race-based affirmative active and minority
business development programs, federal conteact opportuaities avaitable for
minority businesses will continue to shrink, In addition, this appreach te
government programs will most likely spill into the privaie seetor,

{. Finauciy Tronds

i, Debt Financing

There have beon & puniber of trends 1o the financial services industry, inclhuding

.bank consolidations, mue&sm% nutihiers of regionad and community banks and

the use of credit scoring. that have bnpacted the ability of all businesses 1o oblain
debt finaneing, ™ Minouty firms, traditionally more dependent on debt financing

H



thon mjority (irms, have boen particuiarly impacted by these trends, The Federal
Reserve Board's National Survey of Smadf Business Finaneing, released i 1995
indicated that anly 41% of those minority businesses surveyed obtained bank
loans, compared with 51% of whitc businesses.*' The same survey indicated that
minority businesses are tumed down more frequently for loans than their majority
counierparts. There continues 1o be a clear discrepancy with respect to access to
capital between majority and minority businesses.

The following trends have impacied the availobility of debt capital for minonty
businosses:

Bunk Consolidations

The {finascial services industry has changed dramatically over the past decade. Sinee
1990, the mumber of Insured contmercial banks has fallen by 3.000 due 10 mergers,
soauisitions, or Inthures ™, This has restricted inancing options for mioority and small
businesses {ihe nmjority of nunority businesses {all within the small busisess range) In
aefelition wr the finsncing gap, smaller businesses have been affected in the Bllowing
Ways: o

» Inthe six years from 1987 to 1993, commuergial banks and thrift

-

' - institutions' market share of small business loans owtstanding felf from

= 70.0% to 65.3% as finance companics and other insticutions gained
market share > . e
) ‘o Commercial banks, traditionally the primary sonrce of commereial
credit, represent an increasingly smatier shore of the linancial services
markets {decreasing from a 5 1% sture to w 23% sharg in 1997}
» Local independent banks, historically more receptive to small business
tending than larger banks, have boen scquired by regions! bank
holding comipanies at a rapid pace.

{oredit Scoring . )

Credit suoring I8 increasingly used by banks w make decisiong abont buginess eredit
Credit seoring muodels nssign velues to various criteria - such as how loug an applicant
s Hved in lis or ey sesidence, and how well e or she bas paid off debt i the past,
These values are then compifed into 2 single numerical seore,

Credit scoring s more efficient and less costly than traditional methods for making credit
decisions, since the information provided by applicants can be quickly and automatically
canverted 1o a score™ . It has, however, both positive and negative implications for
minarily business lending. One of the benefits of credit scoring is its potential to promote
a secondary market for small business losns, Credit scoring, by providing & meihod of
assessing smal! business loans according te uniform standards, which currently does not
oceor, ¢an be one of the key Bctors in ereating a secondary wmarket,

4



In addition, eredi scoring, by use of seemingly objective gradit oriteria, has the powntial
10 make financial decisions race-neutral by running ao application against a standard
malel, On the other hand, while it is illegat {o use race, religion, national origin, sex or
nrarital status in any credis scoring model, the use of geographical information is
pecmitted; this may prove disproportionately detrimental o minority business owners,
wha often are clustered in urban areas.™

Resulalory Bfferts on Financing

Regulutory changes also have contnibuled to the tghtening of commercial lending to
sinid] businesses. ™Y The most significant of these are:

»  The 1989 establishiment of risk-based capital standards, Under these
standards, banks are required to shift from lending to the private sector to
investment in U8, Treasury and other government securities. The effect
of these reg,ui:ziinns on business lending was reflected in a precipiious fall
in buginess koans from 1989 through 1992, '

e  Various siate Jeve) regulations that have constraimed branch: bankmg,,
intersiots banking, bank holding compuies and usury limits on corporate
borrgwing. :

o The Federal Reserve Board™s intespretation of Repuiation B of the Equal
Credit (Z}p;ncmumzy Aci, whieh prohibits banks from collecting datz on the
race or gender of business Joan applicants. Consequently; there 1s no data
ot the namet demand for such ieans which could help in decision-making,

« 0 strategic marketing, and produet developrent on the part of fmaned
institutions that want w increase lending to minority buginesses. 9

2. Egquity Finuncing

Eouity capital has not been a truditional source of Dinanciug for minority businesses as the
result of fack of availability. Of the cstimated 383 billion in equity capital available, the
fuaeds rargeted ot minority buginesses are estimated to equat $1-2 billfon. ™ Minority
lirms also have not had the netweorks o aceess the venture capital community. In
addition, many minority businesses have been unwiiling fo seek equity financing, due to
concerns over losing control of their businesses,

This luck of equity has bampered the growth of minority businesses, There are seveeal -
advaniages to equity financing over debt financing;

= Personal guaraniecs and collaterd are not required

»  There iz a contain level of protection from bankruptey
» investors can add expertise and networks 10 the venture
e Riskier ventwres are more acceptable

A



in addition, investors are iIncreasingly using other strategies, including mezzanine
financing. A small but growing number of mezzanine and other eguity funds
providing compelitive rates of roturn {15-25%) are focused on minonty and inner
city markets. Any capital steategy devised fur minority businesses must focus on
the increased use of these types of vehicles.

Minority entreprencurs often are reluctant o give up equity in their compantes,
fearing that they will lose control of thenr companies. While this 18 a possible
outecome, entropreneurs can strugture conlyuats with equity investors 1o protect
thewr inforesis {o.g. non-voting stock, cguity options based on performanee,
aptions o buy-out equity partgers, clauses that prohibit arbitryy removal).

NMBE growth through equity funding has great potential and may be
preferable te debt financing. However, equity funding is difficeit to
uhtain and is often controversial, duc to the perceived yisk of - :
- emtrepreneurs losing control of their businesses. MBED must focus its
< cfforts on preparing minerity businesses to compete through access to all
forms of capital. Any strategy for minority capital access must seriously
conzider and explore all financing options, incloding equity,

vo o De Minority Consumer Treads o LI . Foa

The minority population can benefit from certain trends, including the merensing | -

size of the minority consumer markets, the expanding pool of minority managers,
the ingreased number of minority entreprencurs, and growth of the nation’s inner
CHies.

Minarity Consumer Trends ™Y

The size of the mnorily sonsumer market 8 growing and creating more
opportunities for nunority businesses. The nation’s black baving power ose
from $308 biltion in 1996 to $475 billion in 1997, up by 54.2% tn seven yemrs
atd 8t o compound aormal growth eate of 5.4%, In 1997, 28.6 miilion
Americans cluimed Hispanie ancestry, ahnost 11% of the country's
population. It is estmated that the nation’s Hispanie buying power has risen
from 5208 billion in 1990 10 328 billion in 1997, up by 58 % in seven years -
3 compound annual rate of 7.5%. Both Black and Hispanic percentage gains
exceed the 41.1 % projected for total buying power, Asian Americans’
buying power rose from 3113 billion 1n 1990 16 $194 bilblon in 1997, 8 72%
in¢rease, Over 3096 of all minority-owned busingsses with sales over
$1,000,000 were owned by Asian Amcrtcans, Le., and 12,305 out ¢ 24,727
miperity firms. See Figure §,
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Figure 5.
African-American and Hispanic Buying Power
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By the year 2010 it is projected that the minority population will make up over
30% of the US labor force and by 2050 will be almost 50% of the US
population. See Figure 6 and 7. )

Figure 6. Projected 2010 U.S. Workforce Figure 7. Projected 2050 U.S. Population
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[nner City Markets

Despite lower household incomes, inner-city areas concentrate more buying
power into a square mile than many affluent suburbs. Although not
exclusively minority, many inner city arcas have large numbers of minority
residents. Thesc communities are poorly served by small, medium, and large
corporations. Currently, estimates indicate that at least 30% of inner city
retail demand is unmet, equaling approximately 325 billion nationwide. In
some areas such as Harlem, unmet demand 1s estimated to be as high as
GOLVI K‘(\"I

Minority businesses ofien arc competitively positioned in many of these
markets. An MBE owned and operated by a resident of the inner-city, or
another individual with information about and an understanding of inner city
communities, may have a greater chance for success than a majority business.
In addition, minority entrepreneurs can maximize their networks within many
inner city markets to enhance the compctitiveness of their businesses.

[ i R .

~ Inerease in Minority Managers ' . ,

Another encouraging development has been the inerease in minority manager-
entreprencurs. Many minority managers are dissatisfied withthe gy v,
opportunities for corporate upward mobility and, as‘a result, entreprencurship
has become an attractive altemmative. This new group of entreprencurs has a
muititude of resources, including well-placed connections in both the majority
and minerity communities, and a strong drive to be successful. As they begin
(0 prosper, they are also becoming very savvy with their investinent and
buying habits.

Entrepreneurship will continue as a necessary and viable option for a large part of the
workforce population. The development of MBEs can best be fostered through i stronger
partnership among govermment, the private sector, and the MBE community. This
purinership should focus on ensuring that MBEs gain {ull undcrat.mdmb and equitable
access to key business development trends.

111, Recommendations and Strategies to Knhance Minority Business Enterprise
Development in the 21% Century

The MBED community must develop specific and practical strategies to empower
minority businesses. These strategies are:

15



1. Build a Strong Case for MBED

Starting bmmediately, minority business leadership must build a compelling case to
the business community of the inportanee of minorily business development, These
teaders should continuously stress that the ultimie good of MBED 15 building o
strony econemie infrasrueture,

Advocagy efforts on bohalf of minority business must demonstrate the national
eeonomic impoeriance of developing strong, competitive minority businesses. The
minority business community must dovelop quaniitative data on the overall economic
olfeuts of minority businesses, including increased cmployment opportunitices, a
larger tax buse, and greater economic influstructure in minority commurities. To
ackiress tiis, MBE leadership should:
+ Produce additional quantintive information on minority businesses -
and their economic effect . -
~  Meet annually with Native American, Asian Amencan, Hispanic
. amd African Amertean publishers
- Continuslly produce op-od artivles in national print media,
including the Wall Stree Journal, New York Times, Washington |
<o - Post and-Los Anucles Times . T
: - Mest annually with leaders of ininority business and woade |
organizations 1o dovelop 4 mutunally agreceble stiategy with
Cspevificr '
¥ Objectives
*  Milestones
* Responsibilitics
* Action Plans

2. Develap New Huaness Struetures

MBS wust develop ranually supportive relationships and new structures that allow
them to grow., New stractures or atliances coudd take the form oft

s Joinl Ventares

«  Strategic Alliances

«  Mentor-Protépé Programs
s Consortitms

«  Partnerships

These typos of transactions are not for all businessus,  However, f MBES a5 a mioup do
not inerense the number of steategic allinnges, mergas and consortiums, minooty
businesses will not prosper in the 21 century. MBEs must alse position themselves for
growth by sceking cquity investments, Companies with substuntial equity bases can
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more easily create wealth;, successfully complete public offerings and have an enhanced
ability to impact the U.S. economic infrastructure.

3. Access New Markets

As traditiona) domestic markets become saturated and larger companies merge, growth
will be a challenge for minority firms. Exploring new, markets will be-essential to the
continued prosperity of new and growing companics, The most lucrative new
vpportunities are generated (rom overlooked domestic markets such as inner cities, new
muarkets created by the Internet, and untapped overseas markets.

4, Develop New Capital Sources and New Capital Structures

The most common sources of borrowed capital for minority entrepreneurs are
commercial bank lending, SBA-backed funding, and minority-lending programs. A
business sector that is.so dependent on commercial bank debt is hampered by the fixed
requirements of debt financing, which tends to hinder growth.. :

Additional sources of equity, quasi-equity and other alternative forms of financing must
be created for minority business to have a fair chance of competing agalnst mdjonly
companics. Specifically, we recommend the following: . .

¢ [Explore opportunmcs for the creation of new r,quny vehicles focuscd on

minority businesses. ' '

* Monitor secondary market demonstration models that cou]d be erllclllcd
nationwide. This includes identifying new aul specific incentives for primary
lenders to sell small business loans easily and enhance their liquidity, thus
increasing the funds available for increased commercial lending.

» [Lxplore the opportunities created by and the possible drawbacks of credit
scoring

3. Support and Encourage the Use of Technolopy

Minority businesses must keep pace with new cutting-edge technology by using the
[nternet for marketing, purchasing or supply strategices.

In addition, new technology can be leveraged to:

e Support Internet and E-commerce education for minority businesses

*  Monitor the technology and telecommunications industry in its efforts to
recruit minority professionals, managers and executives

¢ Inform MBESs about government grant programs that encourage innovation

¢ Develep a technology mentor/protége program for the sole purpose of
mcreasing the technology infrastructure within the MBE community



6. Leversve Government Resourges

The government ofter has taken a leadership role it ncrensing minority invelvement
in contracting. Recently, this ha:; included such programs such as the Department of
Transportation’s Information Technology Omunibus Procurement (ITOP}, and
Depuriment of Commerce's Commerce Information Technology Solutions
f{f{}ﬁéMZTS} The former provided that at least one contract within each of the three
service categories woulkd be swarded to small businesses and 8(a) firms. The latter is
2 total small business set-nside to enable agencies to access the services of small,
small disadvantaged, 8{a} and women-owned smull businesses. In the COMMITS
pragram, twenty-eine small businesses were awarded contracts for a total 0T 31,5
Biilion worth of intormation technology products. .

. Dn,v-.,lnn new approaches to assist MBS in obtaining o larper share of mulil-

Veir contracts ' - : Ce . .
L Every vear, bilijons of dollars are spent on service contracts that gencraily sre <

swarded to'large fioms. Many minority companies are unaware or unprepared -
ta participate in the bidding process. To improve this situation and receive

s © provurement infonnation, MBEs sheuid register in the MBDA contract

‘ - matching database{Phoenix), the National Acronatics and Space

e c Admm;swiwn database, and other gowmzz wiézmrﬁc’e{ apporruzzizy databusus.

B ¥

= Inergase the staff andresuurcesof t?*e (ifice of Sipalland Dzsadva:z{ ayged

. ' DBusincss Ut;hzatmn {OSpBU) - . : ;
pote + One of the cornerstones of the 95-307 bill, requiring each agency.of (he v
fedural government to establish/identify setaside contraets foremalt and - & ..

disadvantaged busincsses, was the development of the Office of Small and
Disadvantaged Business Utilization {QSDHU). Although the tegislation

required that the OSDBU director repost directly to the Secretary or Deputy
Secretary of euch agency, this has not happened, In addition, these nftices
often have received Hinited Gnancial resources.

Teo effeat change in this entical arow?
-~ Raise the visibihty of the QSIHILE director by baving s position
repon directly 1o the Secretary or Deputy Secretury of an ageney
~ Ingrease the budgets of these oflices
IV,  Patentisl Benclits to the U.S, Economy
The potential benelits of increased minornity business development o the overail U8
seonomy are viwred, Analysig of the following informotion would demonstrate the mpact

of viable MBEs on the cafion’s fax base, employmiont and the individual weulth and well-
betng of tens of thousunds Avwericans,

[



e Long-term Business Development Efforts

e Contracts and Services Performed

o Employment

» Economic Status of Firtn Owners

e Income Taxes Paid by Firms, Owners and Employees
» Diversity of Individuals Impacted

The MBED sector has unlimited potential for minority job creation, increased economic

. development and improved (he quality of life in urban areas. Unfortunately, this

potential will not be realized unless a radical new approach to MBED is implemenied,
one that involves a parinership among the public and private sector, minority businesses
and financial institutions.

If the strategy is successful, it will benefit all members of the partnership as well as the
general public. The minority community will have: . )
* A larper asset base
* Larger, stronger businesses
*  More insightful and progressive leaders
* More capital for community and neighborhood development

.

The private sector will have:
» Stronger supplicrs
s A more vibrant community : : :

L]

The government will have:
» Ancxpanded tax base
* A reduction in unemployment in the U.S. population
»  Grealer economic development in minority communities, including low and
moderate income communities.

A new strategy for MBED is long overdue. Progress continues but at a very slow pace.
This progress must be accelerated 1o foster social as well as economic growth ol the
United States of America and the global community it influences.

20
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Template
Bureau Summaries
* For Overview Book -

Burcau Description

A, Organization Chart

See Chart
B. Bureau name and title of the bureau head as a heading
Sce Chart
C. Introductery paragraph (1) identifving the organization; (2)

providing a brief statement of its purpose; and (3) supplying its
funding and FTE ceiling for FY 2000 and funding and FTE as
proposcd in the President’s budget for FY 2001.

The Minority Business Development Agency (MBDA) was created by Executive
Order 11458 on October 5, 1969 by then-President Richard M. Nixon. The
agency was created to assist minority businesses in achicving effective and
cquitable participation in the American free enterprise system. As the only
federal agency mandated to encourage the growth and development of minority-
owned businesses, MBDA:

o provides access to public/private debt and equity financing, market
opportunities, and management and business tnformation.

» coordinates and leverages public and private resources and

o facilitates strategic alliances.

MBDA services are provided to socially and economically disadvantaged groups
who own or wish to start their own businesses, including, African Americans,
Native Americans, Puerto Ricans, Spanish-speaking Americans, Eskimos, Alcuts,
Asia'Indians, Asian Pacific Americans and Hasidic Jews,

Washington, D.C. is the location of MBDA’s headquarters, where activitics are
planned, developed, coordinated and evaluated. MBDA has five regional offices
{Atlanty, Chicago, Dallas, New York and San Francisco) and four district oftices
{Boston, Los Angcles, Miami and Philadelphia) where staff oversces assistance
and services in multi-state rcgions. Within these regions MBDA funds 42
Minority and Native American Business Development Centers, 7 Minonty
Business Opportunity Committees, and 7 Business Resource Centers.

In FY 2000 MBDA was appropriated $27,221,000. In FY 2001, the agency
" requesied $28,156,000. FTE ceiling tor both FY 2000 and 2001 is 120.



The Scnate and House Appropriation Commiitees have oversight for MBDA.
The Subcommittee in cach house is the Subcommitice on Commerce, Justice,
State and Judiciary.

D. Burcau mission

The Minority Business Development Agency (MBDA] is 1o actively promote the
growth and competitiveness of minority-owned businesses.

E, Listing of principal organizational units
See Chart
1. Deseriptions of cach principal organizational unif

A, Oreanizations] Unie/ Mission

Office of the Dircetor: furmulates policics and programs and directs all activities of the
Ageney. '

The Chief Counsel: scrves as legnl programmatic advisor to the Director and provides
programmuatic legal services for all compoenents of the Ageney.

The Deputy Director: principal assisiang 10 the Director. Assisty the Director in the day-
to-day activitics of the Ageney.

Assoeiate Divector for Manugemoent: responsible for the admnistration of the Ageney's
budget and financial management activities, facilitics management, human resources
development, and other administeative management activities. This position is also
responsible for information management, contracts and grant processing activities. The
functions of the Otfice is carried out through its principal organizational components:

The Ofiice of Administration and Financial Management: develops and
administers financial management activities for the Agency, administers
managanent systems, develops and monitors GPRA related performance
micasuroment and cvaluation processes, management improvement programs,
administrative services, human resources development, and monitors and
peeforms foilow-up actions related to official government reports.

The Office of Program Support Services: develops procedures for
implementation of Agency grant and contract activities; casures prompt and
proper resolutton of grantee audit report issues; coordinates with Departmental
offices in implementing Secretarial objectives and policies; and serves as the
haison with the Departmental Otfice of Executive Asgistance Management
regarding all aspects of Ageacy financial awards, This component includes the
Ficld Coordination Division 1o exercise ts grant administration activities,




The Office of [nformation Technology Services: collects, processes and
assembles clectronic data and reports, develops and maintains information
systems to satisfy management requirements, and manages system to ensure data
sceurity and integrity. '

Associate Dircctor of Programs: is responsible for the management of program
operations. The Associate Director supervises the Regional Directors, and the Chiefl of
the Oftices of Financial and Market Access on all programmatic activitics. The activitics
of the Office arce carried out through its principal organizational components:

The Office of Market Access: promotes market development of programs to
support and cxpand minority businesses. Plans, develops, and implements
national programs to be delivered over the Internet including growth strategics,
clectronic commerce, franchising, telecommunications, stratcgic alltances, and
international tradc. Develops and coordinates private and public sector resources
to enhance market access. The Oftice is responsible for pure and applicd rescarch
regarding cconomic conditions in the national and international marketplace,
which affect minority business growth and development. Analyzes and develops
national policies in the promotion of minority business development. Assigns,
cdits, and publishes Agency articles and official publications, and provides
support to the Director, and the Agency on publications, telecommunications,
specches, printing, graphics, and audio-visual displays and presentations. Some
of the activitics are carried out in collaboration with the Departmental Office of
Public Affairs,

The Office of Financial Access: promotes access to financial capital for minority-
owned businesses through both the debt and equity capital markets. Over the
Internet and through MBDA's network of funded organizations, this office
establishes guidelines for the delivery of management and technical assistance in
the form of loan packaging, financial analysis, document preparation and related
services.

Fegional Offices: are responsible for an assigned geographic arca. The regional
oftices implement Agency policies and programs within the assigned region. The
Regional Offices ensure the effective delivery of Agency programs and services,
including advocacy on behalf of minority businesses to the public and private
scctors. Advocacy also includes the Minority Enterprise Development (MED)
Weck, that cumulates into a National conference each year. The Regional Oftices
arc responsible for the monitoring and evaluation of programs that provide dircct
assistance to minority firms, including monitoring of program results.

The District Offices: report to the Regional Directors. They are responsible for
program activities within their specific area.




Major programs and activities

The Minority Business Development Center/Native American
Business Development Center (MBDC/NABDC) Program is designed
to deliver business development services through 42 Centers nationwide.

The Minority Business Capital Access Policy Institute is an effort to
focus resources on issues of capital access for minority businesses.
MBDA has funded an Institute that will collect, analyze and disseminate
information on the capital needs of minority businesses, review and assess
new strategies and instruments for increasing financial access for minority
businesses, and promotc the importance of increased capital flows within
the MBE community.

The Phoenix-Opportunity on-line Bid Matching System allows
minority companies (MBE's) to register their firms in the MBDA database
of minority busincss enterprises using the Internet. With this tool, MBE's
are able to access contract opportunities and other information vital to the
success of their business. Major companies and corporations, as well as
Federal Agencics, arc able to post opportunities and seek business
partners. In FY 1999, a total 047,076 clients or 59.6% of MBDAS total
client base was scrved by this system and received 140,275 bid matches.

The Market Analyst is an innovative softwarc tool that allows
MBEs to conduct market rescarch in their geographical arca of
business. With this desktop tool, MBEs gain competitive insights
for their business.

The Resource Locator is a unique software application, which
allows MBE's, or anyone accessing MBDA's web site, to search
for business resources and locate them on a map - interactively on
the Internet.

The MBDA offers several Virtual Business Development Centers
on the Internct including; the Aquaculture Virtual Center, the
Franchising Center, the International Trade Center, and the
Manufacturing Technology Center. Thesc sites offer a number
of services to assist minority entrepreneurs in gaining entry to
these exciting fields.  The information provided could be
categorized as aceess to technical and business information, access
to sources of capital, and access to markets.
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Education and Training

The MBDA has commissioned scveral studies to provide education
and training for MBEs via the [nternet at www.mbda.gov or through
printed copies. These studies focus on the minority population
growth and purchasing power from 1995 to 2050.

Listing of domestic and foreign ficld offices

MBDA has five regional offices (Atlanta, Chicago, Dallas, New York and San
Francisco) and four district offices (Boston, Los Angeles, Miami and
Philadclphia).

Bureau “hot issues” and calendar

A. Listing of 1ssues, activitics and major milestones that will or could require
attention within the first year of the new Administration in the format
provided below.

This should include items such as reports due to the President and/or
Congress; Congressional hearings; legislative deadlines affecting program
implementation; and conferences, meetings, or other representational events
necessitating the involvement of the Secretary and/or President.
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Nature of Issue or Secretarial or Contact Person &

Date' Activity Presidential Telephone Number
' Involvement '

(1) Sept. 22 ~ 26, 200!
Minority Luncheon/Speech | Edith McCloud
Enterprisc and/or gala X 4095
Development Week | appearance

(2) FY 2001 MBOC Program | Congressional Edith McCloud
Reduction/Elimina | Involvement X 4095
tion

B. Detailed descriptions of cach calendar item should be included, using the
format provided in the attachment. Descriptions should not exceed two pages,

1. In cach year since 1983, the President of the United States has signed a Proclamation
designating a weck in recognition of the contributions made by minority businesses.

Minority Enterprise Dcvelopmcnt (MED) Week is an annual national celebration in
recognition of the contributions made by minority businesses to the Nation’s economy.
This year will mark the 18" Annual National MED Weck celebration.

National MED Week is the largest Federal business, educational and media event held on
behali of minority business enterprisc and it provides a forum for:

» articulating  the Administration’s position in  support of minority business
development;

* interaction among corporate Americoa, Federal, state, and local  governments,
minority-owned businesses and other private-scector entitics to identify potential
business opportunitics and forge new partnerships in support of minority business
development; and '

* sharing and acknowledging successes and other business-enhancing experiences.

The U.S. Department of Commerce’s Minority Business Development Agency (MBDA)
and the U.S. Small Business Administration’s (SBA) Office of Government Contracting
and Minority Enterprise Development jointly sponsors National MED Week. Activities
are held throughout the country under the auspices of MBDA's and SBA’s Regional and
District Offices and network of funded organizations in celebration of MED Week,

"1 there is o specitic date by which un issue must be addressed, indicate the general timeframe within
which it will require attention. An issue should be identilied as requiring “immediale” attention if it must
be addressed between January and March; “near term™ between April and September; and “long term™
between October and December. '




culminating in the National Conference held in Washington, D.C. These activitics
promote and recognize the achicvements of minority-owned businesses and the
significant contributions of major corporations to minorily business growth amd
developmens.

MINORITY BUSINESS SUMMITS AND WORKSHOPS — Feature prominest
speakers who will discuss cutting-cdge policy and political issues facing minority
businesses.  These events altract a very enthusiastic audience and provide venues for
substantive policy discussions and a national dialog on minerity business issues and
challengos.

EMERGING BUSINESS LEARERS INSTITUTE — Will provide multi-faccted
training opportunities for college and university students exploring entreprenenrship
opportunitics.

BUSINESS EXPO — A nibbon-cutting ceremony/reception will kick off the following
day’s business exposition of domestic and international corporations, Federal agencies
and minority companies, The event provides participants the opportunity to define their
procurement! purchasing needs, showease their goads and services, and establish a solid
relationship with potential business portners,

SPECIAL NETWORKING EVENTS — Events will be held throughout the

Conferenee to provide attendees with opportunitics to develop relationships for new and

increased levels of business opportunitics and to gain knowledge about issues affecting
today’s challenging business environment.

WELCOME RECEPTION -~ This opening event of the MED Week 2000 Conforence
is a business mixer beld on the first evening. :

CONGRESSIONAL RECEPTION — A wraditional National MED Weck event held at
the Library of Congress, it provides Conference attendees with an spportunity to
network and meet with Members of Congress.

THREE INFORMATIVE LUNCHEONS — Feature keynote speskers and experts on
minority business,

AWARDS/RECOGNITION CEREMONIES — Highlight the accomplishments of
minority businesses nationwide, Minority entrepreneurs, ninority business advocates
and leaders in the corporate community will also be recognized.

2. MBDA has recognized the importance of the Minority Business Opportunity
Committec (MBOC) program.  Although the program is effective tor the areas serviced,
the program is limited to seven (7) cities at a cost of $1.6 million per year. MBDA s
clectronic initiative will provide the same types of services for a greater geographic area.
MBDA i¢ considering the reduction/ehimination of the MBOC program servicing 36
Metropohitan Statistical Areas {(MBAs) in order to implement the uge of electronic tools



+

that will service 315 MSAsz. The reduction/climination of the program will allow the use
of those funds to assist in sustaining MBDA's electronic initintives.

Y, Biography and pesition deseription for the incnmbent in each position
identificd on the erganizational chart.

COURTLAND COX

Director

Minority Business Development Agoncy
1.8, Department of Commeree

President William 1. Clinton appointed Courtland Cox Director of the Minority Business
Developmem Agency (MBDA) on March 29, 1998. Mr. Cox brings to this position a
solid background in minority business development, entrepreneurship and international
frade.  He directs the Department of Commerce’s minority business economic
development initiatives and assists the Seeretary of Commerce in implementing new
strategics to better serve the minority busingss community, particularly, in the arcas of
aeeess to markets and procurcment, access to capital and management and technical
assistance. ‘

Prior to his MBDA appointment, Mr, Cox held several posittons at the Department of
Commerce. in 1993, he servad under the Iate Ronald H. Brown as Special Assistant to
the Deputy Assistarst Secretary for Atricn, the Near East and South Asia at Commerce’s
International Trade Administration. o 1994, he was appointed as Director for the Office
of Civil Righty where he spearbeaded improvements in Commerce’s Equal Employment
Opportunity and atfirmative astion processes and implemented initiatives, which
improved all aspects of human resourees management.  His special assignments at
Connreree included coardinating the Dopartment's effpets at the International Trade
Center in the now Ronald Reagan Building and serving as Chair of Commerce's
Diversity Uonncil, where communicotions between employees, monagers and employee
groups were improvid,

For twelve years, Mr. Cox held posttions with the District of Columbia Government
belore joining the Commerce Depanimeny, including: Special Assistant (o the Deputy
Mavor for Economic Development; Director, Minority Business Opportunity
Commission; and Director, Office of International Business. Upon leaving the D.C
Government, Mr. Cox served as 2 husiness consultant assisting with drafling the
District’s Small, Minority and Disadvantaged Business legislation,

Mr. Cox brings a wealth of experience to his appoiniment as MBDA Director. Asa
formor entreprencur, havisg been co-owner and manager of the Drum and Spear
Bookstore and Drom and Spear Publishers for sovoral years, he is uniquely aware of the
many issues that impact minority business growth, While a college student at Howard
Universily, he became a member of e Student Non-Violent Coordinating Committee
and, for over thirty-five years, has helped to crente civil and human rights laws and
managed organizations which carry out the mandates of EEQ and affirmative action laws
in the areas of public accomimoedations, voting rights, employment and minority



contracting opportunities. Mr. Cox played a key rolc as one of the organizers of the 1963
March on Washington,

Mr. Cox currently resides in Washington, D.C. He is married and has onc daughter.

RUTH ALICIA SANDOVAL
Deputy Director

Secretary of Commerce William M. Daley appointed Ruth Alicia Sandoval as Deputy
Director of the Minority Business Development Agency (MBDAY) on September 8, 1998.
Ms. Sandoval serves as the second in command to MBDA Director Courtland Cox in
managing the Agency’s objectives and programs. She brings to the position an extensive
background in banking, cconomic development, and international trade devclopment.
She asststs in implementing and developing minority business cconomic development
initiatives for the Department of Commerce and in the creation of new market-setting
strategies to better serve the minority business community.

Prior to her MBDA appointment, Ms. Sandoval held the position of Deputy Associate
Deputy  Administrator for Economic Development at the U.S. Small Business
Administration (SBA) and Director of Community Empowerment and One-Stop Capital
Shops. Ms, Sandoval led SBA’s national focus on empowering undeserved communities
through the Empowerment Zone Initiative. During her tenure as the SBA Director of
Commumty Empowerment, Ms. Sandoval served on the President’s Community
Empowerment Board Working Group. For the previous ten years, Ms. Sandoval has held
several positions in the banking industry, including: Retaill Administration at First
[nterstate Bank, Branch Manager at ABQ Bank and Bank of America, and Vice President
of Community Development for Bank of America.

An active participant with numerous professional and civic organizations, Ms. Sandoval
served as the 1996 Chairman of the Albuguerque Hispano Chamber of Commerce with a
membership of 1,700 busincsses. The Mayor of Albuquerque and the City Council
appointed her to the Airport Advisory and its international subcommittee. Recognizing
the next level of banking and businesses’ extensive need for capital, Ms. Sandoval
served actively on the board of two community development financial institutions, the
New Mexico Community Development Loan Fund and the Women’s Economic Self
Suthiciency Team (WESST Corp.). Ms. Sandoval also served on the National Hispanic
Bankers Association’s Board of Directors as Vice President during 1996 and 1997 and
was the founding President of the New Mexico Chapter. '

Ms. Sandoval was born in New York City. Her father is from Valparaiso, Chile, and her
mother from Quito, Ecuador. Ms. Sandoval currently resides in Arlington, Virginia. She
15 a single mother of two boys, Alcjandro and Adrian.

Paul R. Webber, IV
Assistant Director
Minority Business Development Agency



Paul R. Webber, 1V 15 currently the Assistant Director of the Mmority Business Development
Agency {MBDA) at the United States Depanmeont of Commerce, In July 1997, Secretary of
Commerce William Daley appotnted hin ns the Acting Director, Mr, Webber was requested
by the Scerctary to represent him at the Fourth African/African-American Summit in Harare,
Zimbabwe, Belore his appoiniment as Acting Director, My, Webber served as MBDA's
Acting Depuly Director and Associnie Diregtor for Operations, with responsibility for
oversecing MBDA's nationwide network of funded Minority and Native American Business
Dewvelopment Centers,  These Centers provide business assistance o mivority firms in the
arcas of bonding, bidding, estimuting, financing, procurement, international (rade,
franchising, acquisitions and joinl venftres, to increase opportunities in domestic and
international markets for minority enfrepreneurs,

As MBDAs Assistant Director, Mr. Webber dirccts the Agency's minarity  business
ceonomic development isltistives tiroughout the United Stotes and its territories.  Since his
appointment in January 1995 by the late Secretary of Commerce Ronald H. Brown, Mr.
Webber has  demonstrated  the  Admimstration's commitment to  minority  business
development by streamiining MBDA's grant award process and leveraging the resources of
the public and private sectors to develop and cnhance the Agency's community-hased
initiatives. He has been successful in leading MBDA's retnvention efforts, despiie the recent
reductions in MBDA's Congressional budgetary allowances and significant Headguarters
stalt reductions.

Prior 10 Mr. Webber's appoiniment at MBDA, be served as a parner in the law firm of
Thompson, Hine and Flory in Washington, 0.C., where he represented corperate and banking
chents i general, civil and commercial Hilgafion matiees. He was also an associate with the
law tinn of Pohoryies and Greenstein, P.C. in Washington, D0, where he handled litigation
in connection with the firm's banking and real estate matters,  Before practicing law, Mr.
Webber served as a Law Clerk 1o the Honomble Henry H Konnady, Jr. Assostaie Judge.
Superior Court of the Distriet of Coluunbin, where he assisted Judpe Kennedy in both civil
and criminal maiters. )

My, Webber holds a Juris Doctorate from the Hownrd University’s School of Law.in
Washinglon, D.C.. and a Bachelor of Ang degree in English from Dartimouth College 1n
Hanover, New Hampshire. He has seeved as Chatrman B the District of Columbia Minorty
Business Opportunity Commission and as 3 member of the Board of Governors for the Joint
Cunter for Polttical and Economic Studies, inc,

Mr. Webber is a native of Washington, D.C., where he currently resides with his wife and
two childeen,
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MEMORANDUM FOR Rafael Borras,
DPepuaty Assistant Secretary

or Admir;istration
it fiii-i via g:“";"v;\
Fromy, oan Parrott-Fonseca

5 Dhirector

Subject: Reduction in Force (RIF} Plan

Attached is a copy of the Minority Business Development Agency RIF Plan in accordance
with DAO-202-331.

w

Attachments



MINORITY BUSINESS DEVELOPMENT AGENCY
REINVENTION AND REALIGNMENT FLAN

Consistent with Secretarial and Congressional directives and numerous studies, the MBDA has
taken steps to reinvent iis service delivery vehicles while realigning the Agency’s operations o
increase services at the local level, MBDA’s Reinvention and Realignment Plan (Plan) was
developed in response to the drastic budgetary cuts the Agency experienced during FY 1996
and its development of new locally-tailored service delivery vehicles for business assistance,
The Plan reduces the Agency's existing emphasis and reliance on the Minonty Business
Development Center (MBDC) model a3 a vehicle for service delivery, and fully integrates
programs that foster minority business opportunities through increased access to resources and
new markers. The Agency's objective is 1o link its Federal resources (o focal public and
private entities who-have existing capacity and resources to provide effective minority business
assistance at the local level, This new strategy requires that MBDA resources be redirecied to
its Regional and District offices to ensure the effective implementation of services at the focal
isvel, '

The Plan has three components: (1) implementing the recommendations from various reperts
and the directives by the Secretary and Congress which direct the Agency to shitt its staff
resources o the local level; (2) developing a funding strategy which enhances and does not
_replicate existing local capacity for minonity business assistance based on the completed series
of supply and demand studies which identify local minonty business needs and capacity; and
(3} strengthening the Agency's field office structure to implement and execute this locally-
based strategy. The Plan requires the MBDA 10 reorganize and streamline its headquarter
office and strengthen the professional skill level of its figid offices. The reduction in force
(RIF) at the headquarters office will reduce staff and lead to the elimination or consolidation of
operating units. The cost savings of the RIF will allow the Agency o concurrenily strengthen
its ability to serve the winorily entrepreneur at the local level

The objective of this Plan is to maintain the Agency’s capacity in rainority business
development and to obtain from the Department or the public sector those services which do
not necessitaie minority business development expertise. The Agency has identified several
administrative support and other services that can be provided by other Departmental bureaus.
The Agency will concurrently establish new field positions o strengthen persoanel skill levels
at its Regional and Dvstrict offices. Employees impacted by the RIF will have the opportunity
10 apply for these new positions. The Plan should result in cost-savings necessary to function
under the new budgetary constraints required by Congress,



REQUIREMENTS
i A. Action to be taken:
. B. Reason:
C. Qrpanization and Geographical Description:
I, Performance Rating of Records:
E. Positions to be Abolished:
. Employees 1¢ be Separated:
(G, Estimated number to be downgraded:
H Projected issuance date of RIF notice:
i Projecied effective date?
3.

Describe Alternative Actions:

TASKS
Reduction in Force (RIF)

The abolishment of positions and umts results (rom
a need to realign MBDA. operations based on
anticipated budget reductions and to implement
new program approaches, The new program
concept places more emphasis on program
development, desipn and implementation in the
field,

The RIF will only impact the Headquarter's
competive area.

All employees have a current performance rating
of recard,

33 positions are 10 be abolished,
An estimated 45-33 employees will be separated.

An estimated 10-200 employees will be -
downgraded.

Between August 30 and September 6, 1956 -
Dependent on the conclusion of union
NEFONRLONS,

Projected November 9, 1996,

A Reassignment Plan was developed to reassign



K. Detatl of any Unusual Siluation Factors:

Information Required for Budget Clearances:

Cutoff Date for Freeze of Personnel Action:

Vacancies:

Develop Communication Plan:

senior staff members 10 Reglonal and Dhistrict
{ffices. There was strong objection from
employees and the Union Local to directed
reassignment of employees from Headqguaners o
field offices. Afier reconsideration of MBDA
organizational needs and budget constraints, the
Managemen! Team decided to rescind directed
reassignments and to develop an alternative plan,
This plan requires a sizable RIF of theHead-
quarter staff, The MBDA has been under a hiring
and promotion freere since June 7, 1999,
Employees who will be affected by the RIF wili
have the opportunity to apply for new positions
being established in the Agency's regional and
district offices.

Not Applicable,

Information will be forwarded o Budget.

Other than details, there have been no personnel
actions since March 14, 1996,

A number of positions will be established in the
regional and district offices contingent on the
avatlability of funds and immediate management
needs,

An employee notification meeting was held on
March 14, 1996, which outlined for headquarter
emplavees the action plan {(as of thal date}, the



6.

7.

Natification to Union:

Personnel Actions:

reason for the action, the impact on staff,
assurance that the action was not performance
related, the need for contisued high level
performance where and what kind of assistance
will be offered to employees and employee nights.
In addition, there will be an "all hands™ meeting 1o
inform employees of the impending RIF. A )
follow-up information package was previously
provided to each employee regarding the RIF
procedures. Employees were notified 10 update
personnel records on July 19, 1996,

MBDA was contacted by memorandurn dated
March 22, 1996, from the Union requesting & copy
of the RIF Plan. A discussion was held with the
Union regarding the rescinded reassignments 1o the
Regional and District offices. A meeting with the
Union concerning the RIF is pending. A copy of
the approved RIF pian and all other pertinent
documents will be given to the Union. 1 the
Union requests bargaining on the impact'and
rnplementation of the RIF, management i3
prepared 1o immediately begin the process,

All SF-52¢ for positions being abolished are
attached.
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MINORITY BUSINESS DEVELOPMENT AGENCY
REINVENTION STRATEGY

I. BACKGROUND

Secretary Ronald H. Brown set some ambitious reinvention goals
for MBDA in 18393 and 19%4. The mandate was to maintain and
improve the services that MBDA had traditionally delivered to
startup and mom and pop businesses while becoming relavant to a-
whole new generation of existing and ready to grow minorty owned,
Early in this Administration, it also became apparent that an
over reliance on the Minority Business Development Center {(MBDC)
model had created gaps in the scope of assistance programs the
Agency offered, To that end, MBDA developed a
Reinvention/Streamlining Plan (R5P) which would provide fer a
wider spoctrum of broad based and one-on-one program activities
delivered through partnerships with public and private sector
organizations.

II. VFISCAL YEAR 199&
A, Programmatic Changes

The Agency has developed a two-prong. strategy: (1) a broad based
national programs; and {2} lovally~tailored service delivery

vehigles.
1. [e) ams

This set of programs are geared toward providing increased access
te industyry sectors and resources where minority businesses are
traditionally underrepresented or underserved. The five dgeneral
priority areas identified by the Agency for continued development

SLEe2

a. Capital Formation
b. Construction

(o Internaticnal Trade
d. Rural Programs
e, Internet Delivery systems

. f. Franchising}
2. Locally-Tailored Service Delivery Vehicles

In early 1995 and in collaboration with the Office of Executive
Assistance Management, the Agency began to develop a menu of
locally~tailored service delivery vehicles. These anncuncements
provide a menu of service delivery mechanisms that the Agency
will ‘draw from in tailoring its services to meet local needs., In
all cases the local MBDA funding will endever to leverage
community private, public and nonprofit efforts targeted to
minority buslipesses. Primarily there are four kinds of servicae

delivery vehicles:



a. National Business Development Subport

Projects;
b, Local Minority Business QOpportunity
Committees; .
<. Local Business Development Centers; .
d. Local Community Based Enhanced Services

Centers. (See attached, "Draft Program
Announcements” for descriptions

. Administrative Changes

'The Agency hasg been preparing for smoother transition into the
RSP through organizational streamlining. This preparation has
included staff reductions through buyouts, discontinued service
retirements and the elimination of three organizational units.
These actions reduced staff from 182 to 156 PFTE, placing the
Agency four ¥FTEs below the FY 1996 Conference allowance. These
actions also brought the supervisor to staff ratio from 1:5 to
l:1a. : . ’

The Agency has developed and drafted- a reorganizational structure
‘that will further sgtreamline its operations and is planning to
implement a reduction in force {RIF) as required. It is prepared
ta review these plans given the fact that one half of the FYS6
will have elapsed before any plan can be implimented.

111. FPISCAL YEAR 1997
A. Programmatic Changes

For MBDA to deliver its national programs on a national scope it
cannot afford to replicate consulting infrastructure throughout
the country, especially in face of larger demands for service
based on the Adarand v. Pena decision. For example, the .MBDA
anticipates having to serve new "race neutral" classes of
minority~owned businesses based on the volume of preliminary
inguiries by organizations and individuals seeking inclusion in
MBDA services. Therefore, in FY 1997 the MBDA plans to continue
the shift of resources away from the traditional wanagement and
technical assistance models -and into programs that lnorease
access to capital and markets.

Within FY 1987 base funding, the Agency will continue to develop
its industry-sectored national program. The $4 million increase
in the passback will allow MBDA to establish the necessary
capacity to further implement this national strategy.  In FY
1997, the MBDA will continue a multi-phased project initiated in
FY 1996 that will allow minority firms to access capital and
market opportunities through the use of on-liine infarm&tiog
technology via the National Information Infrastructure. This



project will be the basis of a national stratagy of providing
national initiative programming and M&TA through on-line
information technology. A Web~Net Site specifically designed to
carry interactive consulting communications between consultanis
and end-users will accnmpllah ‘the national goal of reaching four~
five million end-users.

B. Administrative Changes

Consistent with the KPMG/Peat Marwick and Inspector General
recommendations, the Agency will £ill critical pesitions in the
field. This action will allow us to reaffirm ocur commitment to
the Agency's field structure essential in our efforts of ‘
reinvention.



