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rMPACT STATEMENT REGARDING CONTrNUING EFFECTS OF THE 
BUDGET IMPASSE.. IINO RECENT GOVERNMENT SHUTDOWN 

sin<:e the beginning of Fiscal 'lear 1996, the Minority 
Business Development Agency (MBDA) has experienced unprecedented 
obstaclen and disruptions to its program activities. These 
problems are directly attributable to the current Congressional 
budget process, and to the series of furloughs and continuing 
resolutions that have wreaked havoc with the AgencY'g normal 
processe!;I;. 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 
business(~s are located. 

Background 

MBDA provides fee-for-service management/technical assist
ance and other business development services to minority entre
preneurs through a network of organizations which operate 
minority business development centers (MBOCs) in approximately 
100 metropolitan areas. These centers provide hands-on 
assistance for bonding, bid estimation, financing, marketing, 
franchising, import/export, joint ventures, acqUisitions and 
mergers, and in a variety of other areas, to enhance the growth 
and competitiveness of qualified 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 financlnq and 
assist with the preparation of financial documents for submission 
to lende:rs. 

The MBDes are funded under cooperative agreements with MBDA 
which are processed in conjunction with the Department's Office 
of Executive Assistance Manaqement (DRAM). The awards are 
renewed annually and are re-competed every three years. Because 
the start dates and ending dates for these projects are staggered 
throughout the year, the processing of new awards and the renewal 
of existing awards is an ongoing activity~ 
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Disruption To MBCA Operations 

1. 	 Uneven Stream of Agency Funding 

The series of short-term continuing resolutions (CRJs) under 
which the Department has been operating has severely hampered 
MBDA'S ability to manage its awards process. Not only has the 
lack of an appropriation prevented the Agency from looking across 
the entlre year to determine which projects would be refunded, 
but the variations in the Agency's budget allocation under the 
differing CR'S have prevented the Agency from knowing even which 
projectl;; it w~ll be able to fund from one month to the next. 

2. 	 Delays In Processing MaDe Awards 

The recent shutdowns have both resulted in the temporary 
closing of MBDA's regional offices, Field Coordination Division, 
and oth(~r offices which are essential to the internal packaging 
of project awards. During this period. OEAM, the DepartmentJs 
Financial Assistance. Review Board (FARB), and other grants
related functions were shut down as well. Because of the 
resulting delays in processing; there are, as of January 26, 
1996, 17 projects for which awards have expired without renewal. 

3. 	 Delays In Processing Drawdown Requests For Funded 
Organizations 

Departmental guidelines require that MBDC operators submit 
drawdown requests for operating funds at least monthly~ Our 
information is that many of the operators submit these requests 
biweekly. 8ecause of. the prolonged nature of the December 18 
shutdown, many of our operators have been unable to process a 
drawdown for several weeks. As a result, a number of center 
operators have had to resort to short-term borrowings to keep 
their projects going, or cut back their services to reduce costs. 

Impact On MBDe operators 

Tht:!; 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 t and other 
suspensions of service, all of which are directly attributable to 
the budget standoff. As reflected in the following tables, of 
the 100 centers authorized under the Agency's funding plan, only 
71 centars are fUJ.ly operational, 18 have closed down, and 11 are 
operating on skeleton staffs. Furthermo~e, the funding problems 
which the budget impasse has created for our centers are not 
limited to any geographic, region, but affect the entire country. 



ARO 

CRO 

DRO 

NYRO 

SFRO 

Status of MBDA Funded Organizations 

B<'H:rions 
Fully 

Operational 
Skeleton 
staff Closed 

18 3 5 

13 0 1 

18 0 4 

13 3 3 

l< !l. !l. 

71 11 18 

Geographic Location of MBDA Funded Projects 
Which Have Closed or scaled Back Services 

Projects Projects Operating 
Reg;on closed Skeleton Staff 

Atlanta 	 Charleston Cherokee NABDC 
Charlotte Louisville 
Columbus Orlando 
JaCKson 
Raleigh/Durham 

chicago 	 Cleveland 

Dallas 	 Corpus Christi 
Houston 
New Mexico NABOC 
Salt Lake City 

New York 	 Baltimore Brooklyn 
Hampton Roads Bron>.: 
Middlesex Newark 

San Francisco 	 Alaska Phoenix 
Arizona NABDC Portland 
Bakersfield santa Barbara 
CA NABDC 	 Seattle 
Riverside 	 Tucson 

• 

(As of Jaunary 26, 1996) 



Because so many of its services are delivered through its 
network of private contractors, the impact of the budget crisis 
on MBOA is substantially greater than on many other Commerce 
bureaus. Indeed, this crisis has virtually crippled the Agency's 
delivery system. Many of MBDA's center operators are themselves 
small and minority-owned firms who lack the financial resources 
of larger, batter-capitalized government contractors. It is a 
testament to their staying power that so many of them have 
continued to operate notwithstanding their inability to drawdown 
award funds, and are in essence financing the ongoing work of the 
Federal Government themselves. As the attached,chart indicates; 
the total costs which have been advanced by those centers which 
have rentained in operation since December 18, 1995 are 
sUbstantial. '~ Table C, Total Average Cost of Operation for 
MBDA Funded Proje~ts During Period of Federal Shutdown. 

Finally, it is arguable that the most 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. Tho highly publici~ed budget 
debate, and efforts within Congress to dismantle the Commerce 
Department, have caused the centers to lose credibility as a 
long-term resource within their local markets. This credibility 
is essential for a number of reasons. 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 departme.nts, state and local agencies and others with 
whom the centers negotiate on behalf of their minority business 
clients. These contacts often become sources for future 
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 Program. 

Impact On The MinQrity Business Community 
Without the Agency's :MaDes to assist eligible minority firms 

to capitalize on available market opportunities I there would be a 
dramatic ripple eff-ect throughout the entire economy. Already we 
are seeing disastrous consequences from the closing and cutbacks 
in service of the centers previously identified. The inability 
to obtain needed MBDC assistance has resulted in numerous sales 
and landing transactions failing to close, negotiations coming 
apart at critical stages, and in many cases an irrevocable loss 
of the time and energy spent by firm principals in pursuit of 
these aborted efforts~ 

As indic;ated in the fol.lowing table, we have identified actual 
performance reductions of more than $3S million dollars for the 18 
MBDCs and NABDCs which have been closed as a result of the budget 
crisis. This amount includes more than $20 million in loans (and 
other f:inancing package approvals) not obtained by the clients of 
these centers. The dollar value of procurement awards obtained by 
clients with the help of these centers has been reduced by $18.3 
million, during this three month period. from the procurement amount 
reported for the same period in 1994. 
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It is important to recognize that this $38 million negative impact 
which we have specifically identified for the 18 closed centers does 
not reflect the additional 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-term future. This impact would be almost impossible to 
precise.ly identify at the micro level of operation, however, we do 
know that total output of all MBDes and NABDCs declined from the 1994 
level by more than $209 ~illion during the period october 1, 1995 
through December 31, 1995. That amount includes a reduction to 
approved financin.g of $151.5 million and more than $57 million in, 
procurement awards. 
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The inability to obtain the direct, hands-on assistance which the 
centers provide will continue to result in a loss of revenue and 
valuable business opportunities for minority enterprises_ However the 
impact will be felt beyond the minority community. Without fully
operational centers to help minority firms develop loan packages, 
banks and other financial institutions have had to forego profitable 
lending opportunities. Numerous government contracts are at risk 
because of the possibility that centers will be unavailable to assist 
with procurement issues. New franchises, purchases of plant and 
equipment f and real estate transactions have also been put in 
jeopardy. The·greatest toll is from the loss at jobs that will result 
if full funding for this program is not restored~ 11 

lj 
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 MBDe assistance, as well 
as from the budget impasse in general. 
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Description of IT Organization and Management Processes 

I.A IT Management Organization 

MaDA has made some administrative changes that indicate managemenfs enhanced usage of 
OUf online delivery service, the Phocnix~Opportllnily Match System. This revamped 
organizational structure is reflected in the description below. 

OFFICE OF THE DIRECTOR. 

The Ilircctor detennincs Ihe focus of the Agency, with the fonnulation of policies and programs, 
which direct and manage an activities of the Agency. The Deputy Director' is the principal 
assistnnt to the Directur. The Deputy Director will assist the Director in the day~to..nay activities 
orIhe Agency; <lid in supervising the Executive Staff in the fonnulatlon und execution of the 
budgct~ personnel matters, tn!ofllUUimJ tec/uw/(Jg}' issues, progrilm and operational activities 
and ni;ts tor the Director in the latter's abs'eni;c, The Chief Counsel serves as legal advisor to the 
Director .and provides pJ'ograrnmatic legal services for an components of the Agency. 

ASSOCIATE DIRECTOR POR MANAGEMEl'T, 

Tbe Associate Director for Management reports directly to the Deputy Director and is 
responsible for management of the Agency's budget, debt collection and rcsolution activities, 
hum.an resources development, management and organization, administrative support, and the 
injtmnatimi (eclmoh'gy compollem. The ASl'ociute Director is also ultimately rcspomdbh.: jix 
tbc :'\gency's comp!i,mcc and impli.:l1H:ntution of the Chief Financial Officers t\;;t (CFOA), the 
Federal Managers' Financial Integrity Act, the Government Perfonnance and Results Act 
(GPRA), the Govemmcnt Paper Elimination Act (OPEA), am~ the Freedum of lnfonnntion Act 
(FOIA), except to the cxtent that another agency providing accounting scrvlc(''S to the Agency 
has such rcsponsihili!y. 

Thl! functions of this Office arc carried (Jut through its principal organizational clements: 

• 	 The Office of A-dniinistnltion and Financial Management, which administers intcmal 
managemcnt systems; 

• 	 The Office of Program Support Services. that develops pruceduJ'es for Regionul Office 
implt;mcnt~llion of Agcncy grunts. and !~Hlnugcs the solicitation of program proposuls and 
thelr evaluation 1n !'CSPOIiSC to those solicitations; 

• 	 The (~fJice ofInforltuuhm Tecluwlogy Sen'ices (OITS), which develops and maintains 
infonnation systems to :;;atisfy management requirements, 

The OITS is charged with collecting, proc(.'Ssing, and usscmb~ing ali on~going and sp,,'Cial 
data and reports, and developing standards for and maintuining the documentution and 
the quality of the Agency's information systems, In coordination with other affected 
Ager.cy olTices, the Oniee :>.hnll provide system analysis, design, development suprlurt, 
<.lIld (Ivcr~!ght tlll' the Agency's automat~'tI systems for administrative and progrum 
management, and provide computer software design, development, implementation, and 
maintenance to the Ofiicc of the Director and other Agency operating units. 

MlJDA IT OJl.:ra!iOlwi PIal! FY200l 	 Poge I 



, 

The supervision for the functions of this otlkc rests with the agency's Chief Intonnation 
Officer (ClO). The CIO is accountable for and tusked with lhe responsibilities identified 
below. 

CHIEF INFORMATION OFFICER (CIO) . 
The Chief Information Officer hus to, as part of the office's on~going tasks, implement the 
provisions of the CeA and the Paperwork Reduction Act regarding the acquisition, management, 
and Usc of infonnation technology (IT) resources; implement the provisions of Chapter 35 of 
Title 44, U .S.C., "Coordination of Fedeml Infomlation POlicyH that arc applicable to the Agency; 
mamlgl.: Agency compliance with the Compt;tcr SlXurity Act of 1987; and implement OMB 
Circular A-130, ITManugcmcnt ofFcdcrallnfomlation Resources" and Exccutive Ordcr 13011 of 
July 16, 1996, "Fcderallnfonnation Technology." 'nlC CIO shall St."fVC HS the principal advisor 
to the Direct(Jf on inlonnalion resources, infonllation policy. and infonnation systems 
management; and sirivc to improve the operations und service delivery ofMBDA programs 
through the effective usc ofinfbnnntion technology. 

The CIO ii< responsible for providing advice and other assistance to the Director and 
administrative staff oftbe Agency, Hc must ensure that public outreach and program spccific 
information is acquired, and infonilatiotl and communications t(.~hnology for programmatic and 
other purp()s~;s is mnnaged in a manner thut implements priorities established by the PrcsidcI1l:, 
th0 Sc(.;n.:tary of Commef(';o..; and the Director of the Minority Bu~inc."s Development Agcm.:y. 

Th(.; CIO's mHjor duties and responsibilities arc to serve as the principal advisor to thc Director 
on mutters ofdesign. development. implementation; and revisions of policies, plans and 
programs to facilitate and strengthen the cost-effective, efficient, and timely application of public 
affairs, UdY,)CllCY, inlbnnntion to..;chnology and othcr resources to the achievement of s!nJtegic 
Agcncy ml%ions and goals. To t~lis end, the CIO will nOn1mlly participute in high level 
meetings as 1be Director or other senior Agency principals may convene for the purpose of 
establishing, reviewing or revising strategic Agency missions, 

In additioll, the CIO, on behalf of the Dir(.'Ctor llnd all other senior Agency Ofticillls, will exercise 
agcn..:-y <Illthority in the oversight of the cswhlishmcnt and promulgation of policies, plans and 
programs to ensure lite Agency's nation-wide information resource.'),are dcslgned, acquired, 
operated. maintained, monitored and evaluated to support the cost~effective and timciy 
achievement ofstrategic Agency m~ssions, 

Thc CIO will develop implemenlation Hnd maintenance of an appropriate infonnntion 
tedmolo~y architcelurc lor the Agency to include supervision of contractors and other outside 
suppOli tor Agency programs, 

Included, tiS a task, is the c$[abJishment and circulation of technical and operating standards for 
application to Agency':;, public affnir;:., advocacy. administf"dtive and other infonnation systems. 

The CIO will provide guidance and direction to Agency clements responsible for preparing 
performance plans pursuant to the Govcmment Perfonnance and Results Act, strategic plans 
pursuant to the Paperwork Reduction Act, and other plans concerning infonnation r(."Sources 
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management as may be legislatively mandated or othcnvisc required by Executive Branch or 
Department dirl.."Ctiofl, with a view to ensurjng the integration into the Agency operations, 

The CIa ensure~, in collaboration with offccted operating clements, coordinated monitoring, 
review, and CYllluHtion of the management, utilization, pertonnancc and security ofAgency 
infonnation technology, and administrative information resources, program research in support 
of Agency goals and objectives. and automated infonnation systems supporting administration 
and electronic outreach. In this capacity, the cIa recommends funding priorities with res}X!ct to 
the acquisition, Qpel1ltion, maimenance, and improvement ofAgency infonnation systems, 
resources, programs and projects, including the discontinuance or tcnrtinati0l1 of purticulnr 
programs tIIl(~ pro:ccls. 

Otlier duties of the CIO include initiating and overseeing implementation and evaluation of 
training plans to ensure Agency personnel acquire and retain technology skills needed to mannge 
and use existing and planned public outreach! and other intonnation tcdmology resources, and IQ 
recommend changes in such plans as warranted by operating cxpl.'ficncc and anticipated 
conditions. The CIO cst<:!blishes the process to evaluate whether proposed collections of 
infonnntion relevant to the mission of Agency's public atTairs, advocacy of Agency programs. 
arid intcgnttion of Ag\!!1c)' informati{ln rc,spUfcl.!S with public aft-i1irs, advocacy and admini:mutivc 
progmms shr'uld he approved and to certify such proposed collectlons of inicmnution fur OMB 
and Departmental review and approval, 

MBDA '$ CIO must provide or cnsure, in coordination with the Department's Office of 
Legislative and lntel'gov(.>mmental Aff:1irs nnd ;)ftt."Cted Agency e1cml.'t1ts, a continuing liaison 
with memhers and staff.~ of Congressional committees having oversight responsibilities for the 
Agcncy's dCl.:tronic outreach resources and tbcir management, tn conjum;:tion, the cia will 
develop contacts wtlh industry and academic C\.)mmunitics, state Hod local governments :lntl non
governmental organization;,; with a vicw toward identifying "best practices" information 
technology tH:d administrative information resources management which might .;reate 
opportunities for the Agcn~y or its clients, and considering general issues of common interest. 
This carnes ovcr to establishing contacts with officers in other Executive Branch agencies 
serving in comparable positions, and representing the Depanment in such inter-agency groups 
concerned with public affairs, advocacy, intlmnation tech!lology and administmti(m or other 
infonnation n:soun:c~ management 

I.B Investment Management Process 

MBDA mnk!!s usc of n.::view committees to cstablisb organizational guidelines ami changes that 
din.. This"Ct the various unit~ in the accomplishment of the agency's misslon·critical goals .. 
process involves the usc of consulting gr(Jup~ made up of the senior level management, line 
m:m<lgcrs and divj~iiHl \.:hicfs" Thc.'>c g!''Oups arc charged with giving assistance in duvcloping 
strategic plaus and guilling the agency toward its desired mission driven outcomes, Following 
arc some of the responsibilities that thesc committees have: 
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• Define mission) sci goals and policy 

• Define organi711tional structure 

• Allocate funds 

• Review operational plans and report to !Senior management 

• Coordinate :<y~tcms and project planning 

• Define and review IT resource requirements 

• Critique project planning and implcmcl)uuion 

When the goals nrc set and the strnlcgic planning sessions arc completed, and the agency's 
direction is established, these substantive ideas are conveyed to the lntonnation Technology (IT) 
office for implementation analysis. The IT office will forrnulme u pkm to encompass all phases 
ortbc phmning process and produce a work plan whieh establish the methodology for 
accomplishing the agency's' objectives. 

The plan will he reviewed by th¢ present!!!g committees to ensure that all uniis within the agency 
arc in line with the proposed proec.;;;s and thut the mission ofIhe agency will he fully realized hy 
this course of action. 

I. C IT Architecture 

I.C.l) Current IT Architecture 

Eacb of the five regIOnal offices LANs (Attanta, Chicago1 Dallas. New York, nnd San Francisco) 
!Ire ~onnedL,{! through pves with committed infonnation rate of SI2kb/s. As a baseline, this 
CIR permits basic email connectivity, Internet access, direc(Ory replication services, and IimitL'(\ 
tckconfcn:ndng ability. 

A 10tnl of eight circuits are managed ill the MBDA WAN environment. Each regional office 
LAN is connected through 512k PVC tcnninatcd by a General DataComm CSU/DSU and Cisco 
3600 series router. LAN services urc distributed in a s,,-,,:itched Etbernet configuration using 
3Com equipment. Three remaining circuits provide aggregate fmme relay service in Washington 
and a clear channel TI for dt"(iicated Internet access. Allintemet services in regional offices are 
distrihut"xl through one interface at MBDA headquarters. 
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Figun.· 1 ;\HWA Curn'nl Wide Area Network 

I.C.2) Planned IT Architecture 

The j1lwlal is going 10 be run on two Compaq Proliunt ML570 with two Xeon 700 CPU I!a~h, one 
(J) GB of RAM, redundant power supply and redundant fans. Each server has an array 
controller in it that pro\'idcs hardware RAID support, The two servers are going to be connected 
to a Cisco load batancer in order to increase periormance and reliability, The current Checkpoint 
firewall is being replaced with a couple ofCisro PIX 515 firewalls. The PIX tircwalls are going 
10 form a DMZ tor the web servers, A Cisco IDS 422QE is also being purchased in order to 
monitor the network. Additionally. the internal network at Headquarters is being upgraded to a 
GlGA b~lckbl}nc from the current lOll 00 infrastructure. 

The Compatl Proliant ML570s are going to be running RedHut Linux 6.2£ (which is specifically 
built for OnH.:lc} with Allaire Cold Fusion 4.5 Server Enterprise, Oracle 8i, and Aruch~ server. 

'1'111.: future ar::hitl.:durC of the MBDA network utiliz;.;s Gigabit Ethernet as the primary $crvkc 
connL'Ctiol1 b(:twc<.:n access layers iJnd core/distribution layers. 

The future network is divided into three logical functional arCUK l} The server farm areal 2) ll1C 
corcldistribution area and 3) The access layer (closets). As seen in Figure I, Desktop 
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workstations communicate to file servers through 100 Mbps Ethernet switc-hes located in each 
wiring closet. Each wiring closet has a [000 Mbps Gigabit Ethernet connection to the Cme 
s\vitch located in Ihe main data center" 

~J----'-1'--,," c ••• ,,,,,,,,,.---{ 

~~~,

VPN COl'mo:<::IWIIJ 

FOR OFFICIAL USE ONLY 

Figurt·l.\l1l0A IC,lllIrc Nelwork 

Future Hardware 

The. PIX 5 [S 1"in.:walJ i~ intcndt-'tl It)!' SlltalllMcdium Business and hus throughput mca..'>urcd ~It 

120 Mbps wilh jhc ahility t(1 handle up to 125,000 simultaneous sessions. Th\! PIX Fircv.'<IJI 
delivers Ihe highcst-pcrii.mnance. enterprise-class firewall product line within the Cisco tirewall 
family. The illl\:gral..:d !mrtlw4IrcisoHw;;!fC PIX Fin...·wall series delivers high security without 
impacting network pcrfonnuncc, scaling to ·mcet the entire range of customer requirements. The 
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Cisco Secure PIX Firowalf series is a key element in the OVi,."{"'.Jll Cisco cnd-lo-end security 
solution ~ct and is the leading product tinc in its segment of the firewall market. 

The Cisco 7204 or lmeniet Router interconnects the Campus and WAN, allowing voice video 
and data 10 bt~ exchanged at high speed between sites. This requires three abilities - high speed 
WAN interfaces includl11g ATM DS3 and OC3, Packet over DS3 and OC3 (SONETISDH), high 
specd LAN intcrfae(,.'$ sucb as Fast Ethernet, and high performance nc1\vork services. The 7200 
provides these in a (.;O$t effective, compact package. 

The Catalyst 6S06 delivers industry-leading, integrated solutions for both entcfJlrise and service 
provider cnvironml.'nts. The Catulyst 6509 providcs scalable) Intelligent multi-layer switching t'br 
cnterprise and !ntcrnet sefvice provider (ISP) infraslruclurcs~ il1ldligcr.t s"'fVer switching and 
Weh scaling !cchnnl(lgil;s, integrated vmce solutions tll1J local Ufca network (Lf:.N)/WAN 
ill1cgmtil.m 

The Cisco Systems Catalyst 3500 ~erics XL is the industry's premier Iinc of stackable 10/100 <1I1d 
Gigabit Ethernet switches that deliver premium pertonnancc, managcability, and t1exibility, with 
unparalleled investment protection. The Catalyst 3500 series product fnr,nily offers customers 
tremendous benefits through Gigabit Ethemet-based configuration options. new Cisco Switch 
Clustering multi-device management architecture) and cmbedded voice and lP telephony 
support. 

The Catalyst 3500 series is ideally suited for enterprise wiring closets) branch offices, and 
mcdium~sizcd locul~urcu networks (LANs), delivering best-in-class pcrfonnancc through its 
I Q,8-Gbps switch fahric and deployment flexibility with a wide array ofwiring closet 
COIllll.'Ctivityoptions, 

The Cisco VPN 3000 Cnm;cmrator Sefi~s is a hcst-of~brccd) n;.'1note~a(.;ces:s VPN solution lor 
cl1h:rprisc-c1ass deployment. A standards~basC{l, casy~to~us~ VPN client und scalable VPN tunnel 
icnmnulion d!;VlCI.!S urI.! il1dud\.!G as well as u managcmJ..:nt systcm that cnahlcs corporations to 
easily Im::tIdl, configure nnd monitor their remote access VPNs, incorporuting the most
advam:cd, higlHwal!ahility capabilities with a unique purpose-huilt, remote-access architecture, 
the CisLo VPN 3000 Concentrator allows corporations to build high·pcrt'i.mtance, scalable, and 
robust VPN infrustnlctures to support their mission-critical, fcmotc~access applications.. Unique, 
to the industry, it is the only scalnble platfonn to otlef components thot orc fic1d-swappable nnd 
cno he upgradl.'tl oy the customer. 

I.D IT Improvements 

I.D.1) System Improvements or Replacements 

Over FY 2()OO, the MBDA has re-evaluated its usc of the internet Beginning 'with an Intranet 
site for it:- Strategic Partners and an extranet to provide information to the general public. the 
MBDA has shifh:d to planning a Web Portal that will ~crvc as the premier site for Minority 
Business. Enlr~rrencun; to come to for 311 their business needs, Heading into FY 200 l, the idea 
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of the Web P\)rtnl hHS expanded to hecome a true Applicution Service Provider (ASP). As an 
ASP. the MBDA will be ahle to provide renl products and services to the Minority Community, 
in addition to the V[l>;t wealth ofinfonnution. To accomplish this, the MBDA htlS dedieHled a 
significant amount of resources to improving its IT architecture to facilitate this new role, 

This decision poses several challenges !O the MBDA: 

-/ PCl'fot'm.mec - With increased traffic~ MBDA's systems need to provide high('1" 
performance . 

./ RcHahilil),- As end users become more dependent on the MBDA '5 system, the 
reliability oflhis system will become an important factor in maintaining the user's trust 

../ Secul'Hy - Bec<lUse MBDA will attract more attention through inereascd site hits and 
provide many more important services 10 end users, security will need 10 he tightenlXi <lnd 
new policies wriuen. \Vc will need to guard against attacks white securing our 
proprietary code and the users' data. 

,( lntcrnpcrnhility - '111c MBDA will continue to expand and add morc and more products 
and services. As technology increases to support these new dircGtions, thc MBDA must 
maintain H system thut is open and extensible to new technologies. 

To mect thCSl: nct'ds, tlw MBOA will choose technologies and supporting :-;ystcms that are opl..)n 
source or dedicated to open standards and arehitecture~. The value of open source tcchnology is 
described in AppclHlix A. 

BCCllu:-;e of the dramatic ch,mgc in the MBDA'$ dire<:tion, the current tim,"C web sitt."S 
(~~w .mbda.gov. pmlneLmhda.gov, mbdar1et.mbda.gov) will be replaced by one site: 
www.mbdu.gov, As this happens, tbe entire systcm this ASP runs on will be ported to a new 
environment. These dmngcs will accomplish the goals stated above. 

Current : New 
i Operating Systc:::n::,----rrM'ii:::c;;ro;;s:;o7.ft'~;;;!I'Cin::dr;o:::w:;;s:;NT"'""'4;;.O,,-'-ilte:~d:'H7a:;;'-;L-cl::n::ux:;-------1 
n;'ront End Microsoll Active ScrVeC:r:lP5:."g"C':-;A<ilccla"i"rc;:.Ci':::ocldITFi::u::si1:'o:::n'----1. 
! nlltaba!'ic Microsoft SQL Server 7.0 : Oracl~ 81, Release 2 

Wc-h Server Microsoft lIS Apache 
: GIS lvI.pQuest ESRI 

Thcse change3 will improve pcrfonllancc to end·users and allow MBDA to impose stricter 
security policies ,)n the system. Additionally, it will eliminate the need for smaller SUbsyslcn1s, 
sl,lch u.s tbe OpPol1unity Match AutomntL'(1 Email System, currently writtcn in Visual Basic (VB). 
This subsystem will be rC~\\'fittcn in ColdFusioo. 

I.D.2) Processes Improvements or Replacements 

In addition to the systemic dmngc.." outlined above, the ~1BDA will also undertake a serious 
effhrt to improve the quulity of its data. Currently, min~,r validations arc being done on data 
bdn£ entered into the M8DA system. This data must then be periodically validaled manually, 
expending VHst amounts of resources. In FY 200 l, the t'v1BDA will begin placing more stringent 
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validations and checks at the point ofdata entry, thereby reducing the need to extraneous m"nu,,1 
vulid.atlon dTorts in the future. 

Spell Checker - An on-line spell checker c"n validate user input before it hits the databiisC 
climin"ting spelling errorS that mny effect the quality of service provided to the user. 

Address Verification - The .Y1BDA is evaluating on-line address verification tools that would 
standardize uscr-inpuih.:d addresses to USPS addresses. This will ensure addresses have a higher 
prob"hility ofbr..:ing ~U(,:ccssfully gcocoded, 

More On-line Validations - Additio,nal1y) more validations will be udded to the n·001 end 10 

du:ck rormm~ of various fields and check references to standard coding schemes, This will 
eliminate errors like zip codes without 5 digits, or invalid l'\AICS codes. 

I.E IT Security 

M BDA. in conjunction with cnbrts made by the Department of Commerce. Ortit,;c of the Chief 
Intimnation Oftic(.'f (DOC/OeIO), proceeds to make Infonnation Technology (IT) Security an 
issue ofhigh priority. MBDA has appointed personnel to t1~e task of producing an IT security 
plan, in line with c-'itablishcd OMS as well as DOC-wide IT security policic~. A prcw F'Y200l 
a~sessmcnt by members of the GAO, of MBDA infol1Tlution systems and security policies nn 
September G, 2000, produced a measure by which MBDA has initiated and implemented higher 
primiry, SL'(:Urity standards. Details of all MBDA IT security implementations and standards, 
both present and future, will be made available in MBDA's: IT Security Plait, due in thc middle 
of November 2000. 

Curnmtly, infonnation systcm and physical pJant security procedures are in place with copies of 
system passwords, hackwur tapes and cipher-lock combinations held in a iircproofsafe, Both 
system passwords and cipher-lock comhinatlons arc chang<-,..j on il regular hasis, with knowledge 
of thOI-I.: given to uppropriatc IT personnel. 

All cmployees with access to MBDA infonr:ation systems, both governmenl and comnlelor. have 
bi..'C11 det\rcd by DOC SCCUrlly, Additionally, all MBDA personnel with ueee:;.:> to specific IT 
systems (e.g. network ;\crven,) have been appoint(...'(i une acwuntcd for separately. 

The .Y1BDt\ lnfhnnmion Security Officer and senior system administrator SHlffconduct periodic, 
,sY9!ematic reviews of access by users in order to detennine if unusual activities arc taking. place. 
Access is abo monitored for the purpose of giving access to individuals to certain amas on 
systcms whcre the need exists. Security auditing of systems is employed and reports of 
attempted illegal entry arc documented. To date) there huvc been no direct incid(.'Jlts of illegal 
entry into MilDA systems, f\dditional periodic monitoring of auditing systems is planned as 
future system development occurs. . 

Regular upd::llcS from Microsofl Corporation addressing Windows NT securily procedures nre 
immediately implemented. Additionally updates of anh~virus software {c.g.~ Norton Anti~Virus) 

MHlJA ITOpepat/(If1(1/ Phm Pl'100l Page 9 



arc put Into p;ucc as necessary ami arc applil.xi to all MBDA JT systems. In OI'der to keep abreast 
of these updates:, monitoring ofvmious certitied sources (FedCIRC, SARC, etc,) for such 
updates is done by bmh the ITSO as well,as senior network administration stafl 

Currently, .\t1BDA IT systems urc protl."Ctcd from ourside penetration via a network firewall 
system. As polky h.as been established by agency management, the MBDA ITSO along wi!h 
senior network administrator stnffhave decisively begun the process ofirnplemcuting stringent 
measures with regard to <lcc<."Ss through various Internet means (e,g.lock-out ofspccifie 
protocols, dit.allowing usage of sp'-"Citic ports, etc,) With these in place, MBDA hopes to have in 
place a better means to not only control issues related to network security, but to also monitor 
access and usage of network resources, . 

In FY200 I, a new inll'<lsiructure will be put in place and with it, continued support, 
implementation and upgrade of IT Security policies and procedures, as they arc applicahle to 
those systcm~. One especially unique security feature will be the implementation ofmulti pIc 
firewall::> to proted tv1BDA network systems from external intrusions. 

)'1BDA dncs not 'currently {)pemte classified systems nor do those systems contain lnfonnation 
deemed d'lssiticd or even husincs$ proprietary. Regardless, security considerations on all 
MBDA infonnntlon system:; has bccn rc~asscsscd ill light of recent threats and actual attacks to 
both national and international!T :-;y~lcms from malicious individuals (e,g. OdoS attacks), 
Thcrciore, MBDA will continue it~ ct10rts in maintaining security measurc!' of the highest 
standards. 

I.F FY 20{)O Accomplishments 

During tiscal year 2000, the :V13DA rc~exmnincd its current IT infrastructure and chartcd a new 
dIrcction tor the future. Sever,l! major Hccomplishments resulted from this: 

./ 	Y2K· as was a tnajor priority for every organization across the world, the MBDA 
prepared for any Y2K hugs by auditing aU systcms and complying fully with aU DOC 
n.'quin;ments, The MBDA WHS pleased to experience no problems rdated to Y2K. 

./ 	Test Euvironmcnt- changing plarlonns entirely 1s a tremendous ctTort, To prepare for 
this, the MBDA implemented a test environment of Oracle 81 running on Red H.llt Linux, 
plus the installation ofCold Fusion Server . 

./ 	Begin DC\'l'lopmcltt - the MBDA has already begun the development effort. This cflort 
includes not only coding and alpha releases of key functionality bur a150 ineludes the 
lllorc fundmnentat pmecsscs and workflow of how to design each set offunetionaHty 
according to CMM Level 2, 

./ 	Buekhonl' Upgrades - the MBDA has also planned a number of upgrades to its 
infr..lstruclurc th:u will incJ\:asc its cnpadty in anticipatlon offuture growth, The details 
ofthC!'c upgmdcs took months to finalizc and are only awaiting FY2001 monies to 
pro\:ccu, Tbe MBDA was able to upgrade equipment at all its 5 regional offices, 

,l1HDA 1T Opt:I,(llimltli Film FY 20U1 
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../ 	 Nc,,, J\:lodull's - the MBDA released two new functions via the internet in fY2000. 111e 
cGrants module allowed the public to apply on-line for grams for Minority Business 
Development Centers, thercby eliminating large quantities of papcr work. The Resource 
Locator allows. uSers to locate, map and print driving directions for resourcCS available to 
minorities based on proximity to a target address. This: is based on geoeoding resource 
infommtion. 
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III Management and Major System Initiative 

III.A List ofMajor and Significant Systems 

< This section lists atl major and signj~c~t systems:- ~7f(Sauri>, 

111.8 Capital Asset Funding for Major Systems 

Not AppUcabJc, as nunc of our systems MC i.:on:)idt.!rcd major. 

//I.C Management IT Initiatives 

./ 	The MBDA has planned:3 fcnnal study of the new network, once the upgrades are made. 
The results of this study will help tunc the cquipm{.~t for perfonnancc and efficiency . 

./ 	A tracking systt:m called TrackIt was installed in FY2000 which allows the MBDA to 
monitor what help dc..o;k related tasks arc being pcrlonue'(t Analyzing the results of these 
tickets will help MBDA evaluate where it is spending money <lnd how much the maintenance 
of its systems is costing not only ill dollar value, but in manwhours too. 

./ 	Under GAO';;. direction. the MBDA is instituting a stringent level of security. The MBDA 
will write a chaneI' identifying the guals of any policy and then continue documenting and 
rcinfordng these policies and measures . 

./ 	 As pan or its development eftbrt, the MBDA is creating coding and design !>umdords for 
future development to cn;-;urc a consistent ':lntI reliable quality of programming in ColdFusion. 
and Jutabasc dc~ign. 

/lI.D Non-compliant Systems and Corresponding Corrective Measures 

There have been several delays to the imph.:mentution of these systems due primarily to the 
Continuing Resolution. We have been unable to increase the level ofeffhrt needed to release the 
portal in the desired time frame. We have ab;o b~'Cn unable to purchase :;oftw,irc and establish 
relationships with organizlHio:'ls needed thr tho full implementation, The MBDA will continue to 
design and plan tbr tho FY2001, so that we will be ready to move forward immediately 
following the end of CR. 
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Appendix A. OPEN SOUIICE DEVELOPMENT BENEFITS AN)) CIIALLENG~:S 

By Scun Ilr('cn 

Chief Tcchuo.!ogy omcer, Q-lndus:.ries 


Open Source Developmellt (OSD) is <I name tor a new model ofsoftware development that has 
provided significmlt advances in the lust few years. Most notable of these Open Source s.oftware 
creations. is the world~dus$ Linux operating system and tbe leading web server, Apache. The 
Open Source modclls both a politicul and technical system that combines to create the perfect 
environment for VCIY rapid advances in software development. 

Two clements comprise the mainstay ofOSD, these are the General Public License (GPL) and 
the Internet. The OPL (http://www.tsCorgicopyleft/gpl.html) provides the political 
infrastnJclurc that gunnmtccs thut GllLed software is always freely distributed and the software 
code (the "source" eode) is public and available for modification and redistrihution. More 
importantly, though. the GPL stipulak'S that all modifications to Open Source softwar"c also to be 
heely and source publicly avaihlble, Any bug fixes and modifications to GPLed software arc 
nutom;:ltically covered by the OPL and arc hence publicly available. The GPL, in essence, 
prevents GPLtxl soHwarl.! from bcing subverted and morphed into closed source (where the 
:Wut'CC code I:; flot 'Ivaihlble tiJf public inspcction and use). Once software is GPL, it is always 
OPL. 

Th0 second clemcnt that IUli' oomribut .. 'd to the meteoric risc ofOSO is the Intemet. The unique 
ability of the Internel to interconnect millions uf people together in a higbJy colbborativc, 
environment hils allows thousnmls of people to contribute cftkicntly to Opcn Source projects. In 
fact, Internet hasL'tllcdmologies ,",UC:l <1.'> CVS (Concurrent Vcrsioning System) allows anyonc 00 

the Int\!roel to "check-out" GPL source code for a project, improve the code and then "chcck~in" 
thlJ code for integration back into the project. This system allows a tremendous number of 
developer:> to work on selected pieces of a project in paraHd. In 3ddhion, each piecc of code that 
is "checked-in" is subject 10 vast amount ofpcerrevicw, as all source code is freely available. 

Thi~ system offh:c1y avuilable source code _¥ thanks to the GPL -- and massivc;ly parallel cod~ 
devclopment. W~ thanks to the collaborative IntL'rnct environment •• results in a software 
developmcnt model which rcviles, or even surpasses, the ability of traditional software company 
to develop software and provide bug fixes, 

Open Sourt:e Development provides these key benefits, which are simpJy not available to 
traditional, closed source softwarc' companies, 

Extreme Oevelopment ~ Hundreds, and sometimes thousands, of programmers contribute to [he 
development of Open Source software. Th~e programmers, often from around the world, 
provide a taiL'TIt pool that is unparalleled in the dosed source world of traditiLmul software 
development. Thanks tu the GPL and the Intefllet, anyone with. the wm and skill ean contribute 
to a projcd. Each progmmmer can "bite otl" a smull piece of the overall project and work in 
parallel wilh Ihousands of other programlUer:;, This massively paranel development results in 
development cycles that Hrt; measured in day:; or weeks, not the months or years associated with 
the plodding, closed $Ourcc development modeL Open Source projects leap forward with 
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gcncrutiol1:-. \\-orth of improvements in a very short amount of time. For examples of extreme 
development in action, go to http;//www.sourceforge.comor http:t!..~~.~.fn.;'$hmeat.{.':()m. 

Quick Bug fixes ~ 'Just as hur.dreds of programmers can work to improve the Open Source 
projc~t, so do hundroos workif'.g to eliminate bugs in the system, In fact, OSD is intrinsicaily 
setup to expose bugs quickly and aHaw timely resolutions. Since the GPL requires publicly 
available .source cote, hugs can be spotted and resolved by anypne with the required skills. 
Additio!1Bny, the OP'L r<,.'tluircs that any bug fixes also he treely availahle, In the tradition,,[ 
clo:,cd source \vorld, bug fixes arc incumbent on the origmal developer of the software, since 
they Hrc the 'only oncs with access to the original $ource code, This mcthod ensures that (1) bug 
fixes come slnwly, since oniy the origin,:!} code develofler can examine code, and (2) you are 
heholden to the original cod~ developer for t~c fix (usually via a service contract), 

Massive Support - All Open Sour.;c code;s available to anyone who wishes to usc, view or 
mmhfy the code, This completel)' open system allows for questions to be s~udjed and resol veLl 
quickly hy a \lery :argc collaborative Internet based communities, such as 
h:t'):JI\Vw\v,q~Jcstioncxchangc.com, As with other aspects ofOSD, these communities arc fonT'.erl 
by hundreds or thousands of users and progrnmmers, working in a highly collnburativc and 
pan1l1d Cashion. ' 

Highly SCl:UI'C ~ A critical bcr!etit ofOSD is sec:.Jrity. In the traditional closed source world, the 
source I.:odc, which seClifCS ;) system or application, cannot be freely viewed by indcpendL'nt 
parties t()r scc:urity flaws, poor coding or ba;,;kdoor access. This lack of peer review seriously 
reduces the chance of c:itical security flaws from being brought to light and corl'eeted betore 
disaster strikes. Indeed, there is fll>thing from stopping traditional software ;,;ompanies from 
p~lrposdy coding nnckdoor <lcees::> to their $ystcms 
(httj:l/www.;.;dn0LCOm!7.Alnn/.~~gE!cs/oews/O.4586.2328464.OO.html). or si:nply writing poor 
security systems with the mistaken notion that "s<..."Curity tbough obs;,;urity" 
(httpjlShl$hdtlLOI'glfeulurcs/9S0nO/O_819202,shtml) is a viable secul'ity model. 

In tbe Open Source model. all of the l,'Odc for the system is available for anyone to view, at any 
time ll)r ~my rcasun, In this mo(Ie!, 'it i, much morc likely that a security flaw will he n\)tk<,x! via 
third parity atlalysk eXJ1O$cd Hnd corrected, bctore it is exploited, Since ,!I! code,is public and 
freely available, it would be virtU<llly impossible to hide backJoors and other sorts of nefarious 
code witbout inUllCdiatc expusurc, 

Futul;C Proof - With oi! aSpc0ts ot'OSD available to public, no one person, purty, compuny Of 
country controls the software ~~ or the future of thc softwal'e. In the traditi~)!uil. elosed software 
world, if a company folded or the soHware was not deemed viahle} tbe users of the software urc 
lett in a larch with no support and no ability to upgrade or modify the software. The OSD model 
allows tor soHwarc to survive beyond the limits of person or company that creat{'xl the software. 
Additionally, the GPl guarantees the right to modify and use the software. regardless of the 
disposition of the p~rson or company that created the software. The OSD model allows the users 
of the software ii, dctennioc their own destiny. 

MBDA IT Open:timl!ll Phm flY 2001 fage 15 
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Uost:lge Proof - The OSD model does not allow lIlly onc person, party, company or country to 
control the softwan;:, In the OSD model. no one is in the position to demand upgrades, or charge 
for answers or SUmX,I't In the traditional. dosed Source world, you bought into a company's 
ideology as much as their software. Once you bought into the eompany you \vere doomed to an 
addictive cycle of costly upgrades ano retraining based on the software companies ideological 
plans. not your own needs O!' desires. Your software destiny was not your own, you were 
hostage to thi..~ company for upgrades and SuppOI1, Not only do the traditional software 
companies know you arc hostage to them, they bonk on it. 

What docs this ullmcan'! OSD points to a new vista of software development that promises (and 
delivers!) f,istcr, more robust software that is controBcd by the users of the software, 

The current clmllengc tn OSD is to capitalize on the substantial bendits of Open Source 
sollwarc, wht:re nppropl'iatc, Hnd to bnng these values to the bUScincss worhL Education is a 
priillury aspect oflhi$ chalh:ngc Fur example, there is a ~ornmon misconception that because au 
Open Suurce syxiCm is used to p~ogrmn a wcb site, or an upplic~ltion, that the web site or 
application must be freely avaihlblc, This is not true. JUSct as un artist paints with brushes nod 
oils that anyone Cilfi obtain does not mean that anyonc can obtain his creative output. his m1, 
Likewise, nbtaining the benefits ofOSD docs not imply that projects created with Open Source 
tools and syst:'::lns arc 1\)0 Open Source. 

tHJDA 1'1' Operafional Plan FY 2(){)J Page 16 



• ..... 
,, 

jj 

MBDA RESPONSE TO 

MBDA MANAGEMENT REVIEW 


INTRODUCTION: 

At the direction orSecretary William paley, an intensive management review was conducted of 
the Minority Busjness Development Agency (MBDA), beginning in mid-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 Legislative and Intergovernmental Aff'airs_ 

The team reviewed extensive documentation and previous reports, conducted a range of 
interviews, f~xamined House Appropriations Hearing transcripts. reviewed budget requests, anq 
held a half-day briefing and discussion session wLth top MBDA management. The team issued a 
report, The l'vffiOA Management Review (The Review), dated June to, 1997, which proposed· 
shol1- and long-term goals for the agency and recommended immediate action on a limited 
number of key steps. 

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

METHO()OLOGY: 

The overriding recommendation ofThe Review was as follows: 

Take sOJllldings/rom program users, hisforical benefiCiaries, policy experts, industry 
leaders, and other interested persons on current A4BDA programs, (he recommendations oj this 
report, and fhe policy choices for the future strategic focus ojlvfBDA. 



In compliance with this recommendation, ~1BDA undertook the following activities: 

t) Conducted extensive interviews with the above referenced key clients and 
stakeholdel's nati()n~wide on current MBDA programs. 

2} Developed a Strategic Plan, dated August 12" J997, based upon the interview 
results of all program users, historical beneficiaries, policy experts, industr1' leaders, and 
other intert:sted persons interviewed. 

And 

J) Began an intensive 120 Day Business Planning process to develop Action Steps 
necessary to impJement goals established in the Strategic Pilln and recommendations 
presented in The Review. Courtland Cox was appointed Acting Director. MBDA. by 
Secretary Daly to lead the agency in the direction consistent with the Executive Orders and 
Ihe recommendations cited In The Review. The 120 Day pt.:"!nning process was initiated by 
Courtland Cox and will be coonpleted by January 31, 1998. 

St.rt nate: 4· Quarter FY 97 

Completion Date: lat Quarter FY 98 
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MBDA MANAGEMENT REVIEW ISSUES, ANALYSIS, AND 
RECOMMENDATIONSIMBDA RESPONSE: 

ISSUE ONE: 	 lvlBDA needs to review its activities to ensllre that it can efficiently and 
effectively achieve its mandate as established by E.O, I I 625, 

, 
Recommendations: 	 MBDA should dev~lop a strategic business plan for the agency, reflecting 

targeted clientele, programmatic mix and rationale, and implementation and 
funding specifications. [n briet: this document would develop and make 
operational "MEDA's vision and direction. 

, ~MBDA should consider whether to revise its customer~driven. direct 
;';1 ' 
:~ service emphasis to better fit the policy role contemplated by the Executive 

I Order. In doing so, the Department of Commerce must determine whether.
I MBDA can effectively lead Federal pOI!cy making without greater. 
l!.uthority to make its directives effective. 

MBDA ReS:PQnse; 	 MBDA developed a strategic plan~ dated August 12, 1997, which 
reflects targeted clientele and other stakeholders' expressed progr:tm 
direction and needs. MBDA is now in a follow-up Strategic and 
Business Planning phase. which revises ~tBDA's original submissiQn 1 

to better rdlect the concerns raised in The Review, the agency is "\ 1. 
broadening its programmatic emphasis tn aceommodate the policy) 
role directed in the Executive Order. The final Strategic Business 
Plan will be submitted by January 31, 1998. 

Start Date: 	 I' Quarter FY 98 

Completion Date: 	 2nd Quarter FY 98 

J 




ISSUE TWO: 	 The headquarters organizational stnlclIIre needs to be revised as a result 
ofchcmges ill programmatic direction, budget reductions, and staffing 
ClltS. The new organization should cOliform with MBDA 's new strategic 
business plan. 

Recommendations: 	 Reorganize beginning with an immediate restr:ucturing to establish the new, 
Associate Director for Policy and Management, as discussed in Issue 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 


. hlt.","),,,,,-..l ,I' 
Policy ami Prtlrll~ Dt.lr'ttvr J 	 Program Operlltion! 
"'Iat~nt 	 (including lield operations) 
Functions: 	 functions: 

budget, exec sec, notional programs, field operations 
admin services,(pollcy infonnation technology (Internet 
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 clcrical to professional statf. 

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

suggested in The Review. \)J 'eM \z ,).,~"",l"y~ i j!:::
Start Date: 	 I" Quarter FY 98 n ,p.

LrP'i"'" 7, /;<'<1-4-'0 
Completion Date: 	 3" Quarter FY 98 

, , . 
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ISSUE THREE: The agency's shift in mission/aells will reqllire a critical examination of 
the need/or and location offield offices. The agency's field structure should be redesigned. 

Recommendations: 	 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 afthat process and 
the recommendation that follows. 

Explore opportunities for possible linkages with and co-location ofMBDA 
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 also be considered. 

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

MBDA Response: 	 MBDA is in the process of restructuring its fiel9 operations. The total 
number of MBDes will be reduced. N c l 

MBDA h:1S 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 th:\t can be undertaken. MBDA will be providing on-line 
services. 

Start Date: 	 II! Quarter FY 98 

Completion Date: 	 4th Quarter FY 98 
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ISSUE FOUR: 

Recommendation: 

MBDA Response: 

Start Date; 

Completion Date: 

The extensive Federal government resources need to be better coordinated 
to support the minority business inillative. beginning with the Departmem 
ofCommerce 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 tbe agency to playa proactive 
role in coordinating tbe Federal government resources as weU as in 
formulating Federal strategies to support minority businesses. MBDA 
plans to propose to the Department that the Secretary chair a Federal 
interagency committee on minority business which will be modeJed 
afttr the Trade Promotion Coordinntion Committee. 

2" Quarter FY 98 

4~ Quarter FY 98 
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ISSUE FIVE: The lack ofa career senior execu.tive position and the high turnover und 
vacwlcies in scnior political positions huve overburdened the executive 
leadership. 

Recommendation; Recruit an experienced career senior executive (ADfPl\:1) to be responsible 
for internal management, to carry out MBDA's management reinvention. 
and to provide continuity in executive leadership. 

MBDA Response: Plans addressing this issue will be completed and provided tn the final 
Strategic Business Plan which will be submitted by January 31, 1998. 

Star! Date: 20 
' Quarter FY 98 

Completion Date: 4th Quarter FY 9& 
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ISSUE SIX; 

Recommendations: 

MBDA Response: 

\ 

~) 


Stnrt Date: 

Completion Date;' 

The headqflarters WlJrkjorce, due to RlF and reassignnuml, may 110 Jonger 
have the capacity 10 carry oul the changes JvfBDA musf maKe. 

Rebuild staffcapability through a range of measures including skills 
assessment, specialized training, and reallocation of resources, 

Institute team-building throughout the organization. Continue to 
monitor and address conduct and performance issues at tbe 
management and employee level. 

Implement clear assignment ofmanagement authority and accountability to 
specific organizational units. Implement clear delegations of responsibility, 
authority, and accountability down through the organizatiDn to the lowest 
level of management. 

Implement standard operating procedures for routine programmatic and 
administrative activities:, with specified· guidelines and authority far their 
revision, 

Additionally, require employee performance planning and evaluation 
processes to accurately record and monitor agency and individual 
personnel performance against plans and to identifY the need for corrective 
measures on a timely basis, 

I\'lBDA accepts all of the above recommendations. MBDA remined 
the consulting services of Coleman & Associates to identify core 
competencies required of staff 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 requislte reallocation 
ofstaffresourtes appropriately. Individual Development Plans will be 
COml)lcted for each employee which will ~\ddress nny required 
specialized tr:.ining needed. Updated perform.ance plans will be 
prepared on c:.cn employee and performance monitored llS prescribed 
by Oep;\rtment of Commerce regulntions. 

1" Quarter FY 98 

3'" Q""r.er FY 98 
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fSSUE SEVEN: 	 Lacking an authorizing statute, oversight of"IDDA has historically been 
carried out through the Congressional appropriations process. As 
discussed in previous sections, such oversight has primarily focused 00 

downsizing and the possible overlap in functions between MBDA and 
SBA. In recent years, the Appropriations Committees have requested 
reports on :tvfBD..<\JSBA duplication as well as anjoint projects that these 
agencies could embark on together, As a final note, recently the House 
Commerce Committee also has begun examining l\1BDA grants and 
awards. These actions indicate that :rvmDA should improve its efforts to 
address issues of concern to Congress" 

Recmnmendations: 	 !v1BDA should step up plans to identify and implement more joint fiefd 
service delivery with SBA and inform the Hill about it 

MBDA needs to dearly communicate to Congress how it is implementing -i '. ~) 
~.) '" 

its plans for joint NfBDNSBA pr9jects by identifying the specific projects 
and the amount of funding obligated for each project. 

~1BDA should continue to cooperate fully with oversight investigations, " \ ) s 
'MBDA should provide Hill briefings on particular issues, including \V5 
MBDCs closings and new initiatives 

. \ 
,iVIBDA Response:, 	 MBDA concurs with nil ~bove rceommendations. fJ 0 

Start Date, 	 2'" Quarter FY 98 

Completion Date; 	 Ongoing 
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ISSUE EIGHT: 	 Improvements in the operations ofMBDA gram alUtjOint project 
programs are possible. building on experience gained iJllheir past 
operation. 

Recommendations: 

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

MBDA wilt determine its funding strategy after it completes its strategic and business plan. 

Stnrt D.te: 2"' Quarter FY 98 

ComplettQII Da.te: 3n1, Quarter FY 98 

MBDA Perfonnance Measures/Assessments: l\..1BDA should consider 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 ofMBDA's mission. It has been 
suggested that greater emphasis on quality of work under an award rather than reliance on 
quantitative assessments would improve any performance assessment. 

MJlDA is presently undertaking these eva'uations. 

Start Date: 2M Quarter FY 9& 

Comp(etion Date: 	 2"" Quarter FY 9& 

MBDA Program Regul.ations: To dearly communicate its financial assistance policies and 
operating procedures to the public and internally within DOC, MBDA should consider developing 
and either codilYing regulations in the Code of Federal Regulations or publishing rules in an . 
annual Federal Register notice for each ofits grant programs These codified or annually 
published'rules would replace most ofMBDA's current internal operating orders and many of the 
policies currently disseminated via Federal Register notices announcing the availability of funds 
and Compelitive Applicalion Packages (CAP). 

. '\./,. 
MBDA win publish in the Federal Register its operating procedures. 

Start Date: 2nd Quarte: FY 98 

Completion Da.e: 3" Quarter FY 98 
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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 to 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: I" Quarter FY 98 

Completion Date: 2"' Quarter FY 98 

Evaluation of Applications: rvrnDA 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 dear 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 lvlBDA'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: 2nd 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 cle:lrly delineate the factors or criteri:l that will be considered by the Selection 
Official in making funding recommendations to the Grants Officer., 

Start Date: 2nd Quarter FY 98 

Completion Date: 2nd Quarter FY 98 

Appropriate Legal Character ofMBDA 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 Goint project) to one where the principal purpose is stimulating minority business 
development (cooperative agreement) warrants further study. 

II 



MBDA bas undertaken discussion with OIG, OGC, OEAM on this subject and it has 
agreed to use c.ooperative agreement as the instrument to SQlicit MBOC·s. 

Start Dnte: l' Quarter FY 98 

Completion Date: 1· Quarter FY 98 

Communicationsrrraining: MBDA and the ofUces: within the Department which play pivotal 
roles (OEAt\1, OGe. DIG) in grants award and administration should maintain effective 
communication and interaction in the overall'processing of financial assistance awards, .MBDA 
should also provide appropriate training to staffin the area of financial assistance administration. 

:\tfBDA will maintal,n effective communication and interaction with OEA.l\f, OGC, OIG in 
the overall processing of finnncial assistance awards~ 

St:lrt Date: 1Jt Quaner FY 98 

CompJetion Date; Ongoing 
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ADDITIONAL RECOMMENDATIONS 
Clearly define what role NfBOCs will play in mmority business policy, linking program services to 

. the needs a!ld 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 wen objectives are being met; 
staff, travel and related resources devoted to outreach and communications; and 
identification of any partners and their partnership roles. 

MBDA will develop a mechanism to assess the usefulness Qfthe agency's outreach and 

communications efforts. 


Start Date: 2nd Quarter FY 98 

Completion Date: 4th 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 a travel budget and show it, relation to the agency's budget. 

Start Date: 2m! Quarter FY 98 

Completion Date: 2nd Quarter FY 98 

MBDA should develop clear and accurate identification of benefits (outcome measures) that are 
expected to accrue from their links with other organizations. 


MBDA~ill develorf~lear Ilud lIccurate identification of benefits (outcome measures) tbat 

afe expected to accrue from their links w~th othef organizations. 


Start Date: 2"" Quarter FY 98 

Completion Date: ,2" Quaner FY 98 

\ 
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MBDA should trdck the attainment ofbenefits and publicize these as well, alQng with applicable 
caveats. 

MBDA will track the attainment of benefits. 

Slarl Dal,,: 2'" Quarter FY 98 

Completion Dal.: 4~ Quarter FY 98 

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

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

Start Date: 2"' Quarter FY 98 

Completion Date: Ongoing 

With assistance from the Department, MBDA will develop options for using its charge under 
Executive Orders 11625 and 12432 to playa stronger role in formulating Federal strategies to 
support minority businesses. 

MBDA should explore whether the formation of minority focused tea.ms in each of the 
Department's bureaus would promote improved assistance to minority business enterprise. 
[mprove internal management information reporting. Take steps to improve communications 
between headquarters and regional office staff. Implement team~huilding through the agency. 

MBOA will consider this recommendation. 

Start Date: 2nd Quarter FY 98 

Completion Date: 4th Quartet FY 98 
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U.S. DEPARTMENT OF COMMERCE , MINORITY BUSINESS DEVELOPMENT AGENCY 
'K1<IIOlU\JIDA 01' lIIIDBI!.8TANDIliG (IIOUs' 

COIITACT DOCUIII!lI'l' DOCUIIBIIT 
AGl!NCY PtlRPOSIl PbSOIl(S) SXGlIBD TBlUIlllATB8 

Dept. of Commerce (DOC), ,To advance the environmental Dn-qoing 

Dept. of Housing and "Green. Movement" in urban 


Loretta Young lIay 7, 1993 
KBDA 

• II Urban Development (HUD) communities and to assist 482-1624 

Environmental Protect- 1n the creation of minority

ion Agency (EPA) , business entrepreneurial 

Government of the ' , opportunities and job 

District,of Columbia training and placement 
 " 
(GDC) , ,through the furtherance of , l.:f'; ,', efforts to stimulate eco... ' 

;: 
.. , . ~.,. : '. nomic qrowth &: development 


f " in the' District of Columbia. 

Gavin Chen April 1, 1991' On-qoing 
Corporation eRTCI,' promoting the RTC Minority 

Resolution Trust To assist in publicizing and 
KBDA 

Women outreach Program. 482-3261 
, ; 

u.s. Travel and':-,· 1... ' To promote and support Robert Hooks Sept. JO, 1994 Aug. 31, 1996
',,1< ' 

Tourism (USTTA)::, ,,,; " development of eultural KBDA 
:~,..,t;" -:. attractions and historical 482-3261 

~ and natural heritage,•f"t resources~
" :~. 

" 
" ,(: 


,, ..~ 
., • 

IInternational Trade To engage in the development Robert Hooks 1April 15, 19941 April 14, 1996 II 
Administration (ITA) and dissemination of foreiqn MBDA ' 

marketing opportunities and 482-3261 
~ ~. , " 

~ 
, ' information designed 'to 


J, 
.. Assist in the expansion of 

- ,,-~ .< 

foreign markete for U.S. 

products and services. 


, . 


I 



tt- ." •• _'l!"'I'":-- .Q""'~:~~r:ljcm,elll('~' "I',II-tSt ,e4t"!~~","''''' 0, r_.;r '_"'e"'" .•','1o<>,~'e"fWO~I"-'~'~'~l~"~1" 
XBKORAHDA or UNDERSTAHDING (MOUa)

(COHTXNUSO) 

AGBIICY P_SS 
CONTACT 

PERSON(S) 
DOCUIIBIi'l' 

SIGNBIl 
DOCUIIBIi'l' 

TBIIIIXHAT8B 

National oceanic and 
Atmospheric Admin. 
(NOAA) 

, 
, , 

, 

, 
" ' 

' , 
, , ' , .. " . 

,..' 
\ ..: •, .. 

,... 
, 

, , 

o. s. ,Small Business " 
AdministrationlDOCI 
NationsBank ,:' , ..' 

r.'

" .' ' 
, 

, , 
"., 

" " 

",
:Technology '"" 
AdIOinistration (TA) .,' 

'. ~" "" , , 
, , " , 

'" , .. .. 
, " ,.. 

, , 

, 

To provide MaOA with 
information on contraots & 
responsible for administer
1ng and small and disadvan
taqed business subcontract
1nq plans. Encouraqe 
cooperation in the delivery 
of services between the 
MaOCs and NOAA'S headquarter
offices in promoting parti
cipation of minority 
businesses .. 

To provide prospective small 
business persons with con
centrated assistance 
relative to business 
creation, development 'and 

, 

To encourage minority , 
participation in the O.S. 
Japan Manufacturing 
Technology Fellowship
Program • 

Marie Travis 
NOAA 

482-0011 

Raul Quiros 
MaOA 

482-1712 

, 

Robert Hooks 
MaOA 

482-3261 

Robert Hooks 
MBOA 

482-3261 

Phyllis Genther 
Yoshida 

TA 
482-1287 

July 14, 1992 

April 13, 1994 

, 

, 

, 

May 18, 1993 

, 

, 

On-going 

On-going
Amended oct. 

12, 1995 

on-going: 
, 

, 

• 

Amwest Surety Insurance 
Company . '. ' . • <; , 

, .... ., ...j.. , , 
". . 

" 

To implement a minority
bonding assistance program 
to combine the efforts of 
both parties in promoting 
minority business develop
ment in the U.S.A. 

Georgina sancbez 
'MBOA 

482-1015 

Marcb 7," 1994 on-going 
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AGIIIICY PlJllPOSB 

Bank of America ,To establish a framework 
Illinois Community
Development corporation 

STAT-USA 
Economic and Statistios 

'AdDiinistration 
'. '" ..- ( ,,'"-

, 

Chemical' Bank ,,'~'~ ".. 
. .',;, ',' , "' 
. ,.
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International Trade.-: 
Administration .~ 

," , .-. 
,t·, 

for cooperation in order 
to further the availability 
to minority business 
enterprises of credit. 

For the purohase of STAT
USA products and services. 

To increase the availability 
of capital for minority
businesses_ 
.. 

, " 

To provide services and 
assistance to !!BEe in out
reach, info disseminatlon, 

'" .~. Ispecialized management and 
,• technical assistance t• resource identification, etc 

. . • '. 
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CON'l'AO'r 

PERSONIS) 


David Veqa 
MBDA 

312-353-0182 

James Thomas 
!!BOA 

202-482-3163 

Robert Hooke 
!!BDA 

202-482-3261 

' 


OOCl1llllll'r OOCl1llllll'r 
'.rllllMlIlATBSSIGNBD 

, IJan. IB, 1996Jan. 19, 1995 

," 

sept. a, 1995 Sept. 18, 1996 

Feb~ 22, 1995 I Feb. 21. 1996 

" II 
, 

April 15, 19941 April 15. 1996 II 

d 
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XIITIIlUIGIlIICY lUla_S (Ib) 

, COIl'l'ACT DOC1lIIBlI'l' DOC1lIIB1I'1' 

" AGPCY PURPOSE PinSON (S I BJ:GIlED TBlUIIIQITBB 


,EconOlllic Development' Transfer of funds for the. Scott Carter Aug. 11, 1995 Aug. 10, 1996 

Administration (EnA) MllOC" in Los Angeles and EOA 


, and oakland, California 482-2127 

• .~.' _ <_ I 

" 	 Barbara Maddox 
, .' " MBDA 


" 482-3007 


United states 'To develop projects and Robert Hooks oct. 1, 1994 on-qoing 

Travel and Tourism programs as authorized by MBOA 

Administration (USTTA)" existing legislation and 482-326l. 


, . ',' current pOlicies in order ' 

~:..:- " "" to promote minority business . 


" ' . • ~ ',' , participation in tourism. 


U.S. Travel and Tourism To co-sponsor five multi- Robert Hooks sept. 30, 1994 on-qoinq. 
Administration (USTTA) cultural tourism mini MBOA, ' 

" 	 . workshops/seminars, one in 483-3261 ' 

, . , ' , , " each of, theMBDA regions ", 


:<:'~.:' ,.~.' ):~ ::~;'.' .~~, 	 . . 
...:" -" ,"', - ' 	 . 

U.s. Travel 'and tourism To provide services and Robert Hooks sept. 30, 1994 Aug. 30, 1996 
Company . =_ . assistance to minority MBOA • 

" , " ,."-. businesses in ourtreach, 482-3261 
" ',' . '" " " . information dissemination, • 

;~ 	 ,. ~ t}- _ ,,, specialized management and ~ 

tecbnical assistance." , -----------~----~ 

.... ." 	
", 

; ~1' '- ..
' .{ ~~~~~~~-r ,~.. 

~.
J -'" i 

f, 	 4 
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MINORITY BUSZNeSS OPPORTUNITY COMMZTTEES (KROCs, ' 


JOINT PROJBCT AGREEMENTS 


I 

I 

~."""'__'_i'~""!"~""'W""'" .•J.'.~:$. t., ' 

CONTACT DOCUI!.l!IIT DOCUI!.l!IIT 
AClBIICY SZGmIl) '!I'BRKZlII\TBSPURPOSE PBRSON,S) 

Chicaqo I!BOC To identify economic oppor David Vega sept•. 28, 1995 Sept. 30, 1996 
Klulzinslty Fed', BId... tunities for the minority MaOA Reqion 

230 So. Dearborn st., ·'business sector and to 
 (312) 353-0182 
suite 1064A develop specialized 

Chicaqo, IL ,60604 
 approaches for disseminating Barbara Maddox 

., this information to the !!BOA HQ , : t,~". minority bUsiness c::ommunity. (202) 482-3007 
. " 
.' .:. LaVena Norris , , lIBOC 

(312) 353-5140, 
Corpus Christi I!BOC To ensure maximum opportuni July 12, 1995 JUne 30, 1996 
201 N, Chapparal " 

John Iglehart
ties for minority businesses !!BDA Region


suite 325 ,','; • 
 to participate in the (214) 767-8001 

Corpus Christi, TX . " ; 
 aconomi~ mainstream. To 


78401.' .• ,z.: .. • t 
 increase jObs and contracts. Barbara Maddox 
'; i< ',," :  lIBDA HQ •. 1: "l ,:'> 

I '." <,'',...' , 

, l' • 
 (202) 482-3007 

"I ' ..,p;' 
'tr f.; /$' ;,, '. Gilbert: Soliz. . t:, : I 

MBQC• 
(512) 883-9917" 


Delaware M:SoC 
 Sept. 30, 1996 
U,S. Dept. of Commerce 

To proviae support to Al Jackson Jan. 19, 1996 
Xinority entrepreneurs MaDA Oist. Ofc. 

800 French street in the city of Wilminqton (215) 597-9236 

Wilminqton, DE ,19001 
 Delaware, to insure maximum 

, , ~, .: opportunities for minority Barbara "Maddox
.' (Jt. ." .. '.. and small ana aisadvantaged MBDA":.. ,. , , ,businesses. (202) 482-3007.iJ.-'...... " 

;. " ..• ~." !,"", ,
• 1, ,t~ Thomas Koyer 

~ " ... MBQC 
(302) 571-4093

II 
• 
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.' ,IIZHORZ'l'Y BUSIHBSS OPPORTUHI'l'Y COMllI'l"rBB8 (lIBOC., 
JOINT PROJECT AGRBBHBNT8 

(CONTINUBD) 

'''!.f,;.4 :-~~.qw. 

CONTACT DOCOXlIIIITDOC1lI!!l!II'1' 
PI!RBOH(8) TBRIIJ:NATBBAGIllICY SIGHEDP0RP08B 

Los Angeles MBOC To serve as a community Kelda Cabrera Aug. 31, 1995 Aug. 1, 1996 
Mayor's office of' advocate for the full. :!!BOA Region

Economie 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 jobs KBDA HQ 

and contracts .. (202) 482-3007 

Diane Sallee'. c" '" ", ,.', MBOC_.• (21l) 485-6154 

No. california lIBOC To enhance the relationship Melda cabrera July 31, 1996 
1221 Oak street ,j " 

Aug:. 24, 1995 
between the minority small KBOA Region

suite 555 ' ,'0,. business community and (415) 744-3001 

Oakland, CA' 946i2~ '" contracting procurement . . ,~.., , ' .. officials. Barbara IIllddox 

" - • '. ''f :!!BOA HQ 
(202) 482-3007"-',. '. ,1 • r.;" ;.i~i ';<• 

. t~ 
" Harold Loqwood, " ,J ", ' ~ " . :!!BOC 

" " (510) 272-3865 

Puerto Rico MBOC " To stimulate relationships Robert Henderson Sept.'Z8, 1995 sept. 3D, 1996
•CAClCA Building, among the public and private ·:!!BOA Region 


2nd Floor '." 
 •communities with minority, (404) 730-3300 
P.O. Box 4275' small and disadvantaged 

San Juan, Puerto. Rico 
 businese. To improve the Barbara Maddox 


00902 ,;, '. " ,. 
availabililty of financing, :!!BOA HQ , ....•.. :,:,:, procurement and contracting (202) 482-3007 
, ,. ... . opportunities • 


Dr. Billy Mende • 
.. 
KBOC 

(809)'728-5625 

6 
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, COIl'l'ACT DOCIlMB!I'r DOC1lMB!i'r 
lIGBRCY PURPOSE PERSOR(S) BXGNED "TIIIUIl:RATBB 

,United Retailers To focus increased support Barbara Maddox Auq. 18, 1995 'Auq. 18, 1996 
i Association of ' of the minor!ty business !!BOA 
Puerto Rico enterprises by coordinatlnq (202) 482-3007 

_ the collective resources. 
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The New Realities for '\linority Business 

Introduction 
The beginning oflhe 21~ century is a critical time in the development of minority 
businesses. As a result of the Civil Rights movement and the urban turbulence of the late 
1960s, federal :.l:ld state governments and the private sedor dcve:opcG progrulT.s to 
promote ivtinority Business Enterprise (MBE) growth. Generally, these programs 
conccmratcd on bUSlne~ii devolopment and induded sheltered markets, management and 
tcchnil!ul assistance, and preferred UCI;CSS to capita! for smal!er businesses. The 
combined efforts of the private and public sectors over the years h~vc helped to create 
{)Ver 2 m1Jlion njinority firms, with sn!tll in eXcess of $205 billion. I 

Marki.'IX have chunged drnmatknlly over Ihe past ten years. Corporations have 
significantly rcstmctured their urganizations nnd re-engineered many of their processes, 
including procurement These companies will continue to search for innovative ways of 
decreasing administrntive and other costs, and increasing the efficiency of their 
operations, including greatt:r use of e-buslness strategies. greater outsourcing of non-core 
eompdencics, and cxplurJtioll of new markets. 

(;m-'erltllJclll, lradi{[onnl~y,a signiJkatl~ SOllrce ofbiisinc5s for minority.;entrcpreneurs;hns 
moved in u similur direction, rcdc$igl{iJ1!; its procurement process and conlructing for u. _ 
greater' number of services. This has resulted in "hlmdling" of government contraeis, with 
millla~;cmcnl of these contracts performed by fewer contr:lcting officers. These changt::s, 
in both govelll:llcnt and the prIvate sccto" have lmd a dramatic impact on nil busillCSSC$ 

and lmve encouraged lIn increasing number of alliances. partnerships, and mergers and 
acqui:::itions among vcndo~s .md suppliers. 

Tec/nwloJ:J' also has revolulionized the business cnvironmcfl!. Companies and 
govemment agencies nre increasillg their \:se of h:chnology nnd electronically 
streamlining Ib.!if proccsses, im:luding purchasing and selling. BU:iines5·to-business 
commerce is growing m a rapid rate and is projected 10 be a major growdfarea in the 
Interm;.t eco!lomy. Like all businesspersons, minority entrepreneurs must understand 
these trends and develop strategies to address tht;ll1. 

[n addili{lll to !!·ICSI;: changes, there is <t mnjor dem-I)graphic transformatinnoccurring in 
this cuuntry. rv1il~(lrilit;s. wbo now rcp!'cscm approximately 26u/~ o:the u.s, populatiun, 
are expected to represent nearly 50% by 2050." This will creatc opportunities for 
l'o;)sumcr and business sales in those communities y".her..: minority busiac5scs, if correctly 
pO:;:ltioncd, could havc a compdilive advantage, Tiles\! dcmographic changes will 
ultimatciy ahcr the rclntio!iships between corporate America ~nd communities ihat have 
tmd:llnnaUy b.;cn undc;-ss~rvcd by (he busincss s;;ctoi. 

I' 




New suutcgics for !\linorilY Business Enterprise Development (MBED) must 
acknowledge that MBEs arl.! not islands unto themselves. hut arc operating in n 
rUJlidly changing. global economy that places a premium on tcchnological know
how, managcrhtl effectiveness and decisivenc;;:s, equity capita!, and business 
ptu'tncrshills. While these changes prcscnt challenges, minority businesscs can continue 
to grow and compere as thl.!J leyerage their uniqueness llnd growing eCQllomic power. 
MBE!> can be r:mjQr pl:lyl.!rs in the global economy if tbey: 

• 	 Advocate to the public and privllte sccior the importance of MBED to thc U.S, 

economy 


• 	 Leverage the resources of government 
• 	 Develop new business stnlctures 

• 	 Access new markets 
• 	 Develop ne,v sources or capital 

To encourage thc.devclollnlent of new .strategies. II nutional consortium must be 
funned. mel·ring on a regular basis 10 discuss the changing busincss'cn'\.'irunment 
and adntcate, both within and outside the minority bnsiness cummunity, effective 
strHicgic5 for cmpowering: minority husinesses. The MSE community as a grour' , .....• 
must s~t the- lIgcnda. and dcvclop and impicmcnt solutions. The discussion 'sbould 
include the followjng ~u'cas: \' :,., , ,,~, '." .. \ 

". 

• Present Status of Minority Busir.ess Enterprise Development 

,. Trends Impacting Minority Business Deve!opn:ent " 

.. Hecomn:endations and Slratcgics to Enhance Minority Bnsiness Enterprise 


Development in the 21';1 Centmy 

.. Benefits to the U,S, and Global Economy 


Till:; dC:lrly is :)ot a comprehensive discussion of all trends impacting minority 
bu:;in{'sscs. Howcyc:. illS intended to provide a gencml overview of the bus:ne~s 
CI]v!!'onmcnt :lIld serve as n starting point for a discu:-.sion orthc n<!"cessary str;~tcgies fill' 
prollHiting mino):it)' business success in the 21'1 century. 

I. Present Status ofMiuority Bmincss ":ntQrprisc Dcvelopment 

Minulity-owncd linus havc grown over the pasl ten yea:-s at approximately double lhe 
rate ufall fimls in the U.s. CCQuomy, in terms or both new lim)s and total sales. There are 
estima!<--.j to be 2 million mmority finns, generating in eXCeSS of $205 billion aonually, Iii 
From! 987 to I SI'J2, the ovcmH gro\.vth rule for al! firms waS 4.71!{., with sales grow!,h of 
,Q.75'V;,. The ntm:bcrs amlsulcs of minority businesses grew at the following rates. I" 

• 	 I(ispanic~owned firms increased 12.8%, with su!es growth of24.11 % per ycnr 
• 	 Afhcul1-A!11erican f1rllls increased 7.9'%, with sales growth of IO.25'Yi, per Yl!'a)" 
• 	 Asian-A:m::rican oWI1l,:d {inns i:lcn:ased 10%1, with sales growth 0:23.98%, per 


year 

• 	 :-.'ative-Amc:ktln-owncd finns incfensed 37'%. with stlles growth of 55% pl!'r Yl!'ar 
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Sec Figure I. 

Figu(~ I 

Growth,of MBEs as Compared to All U,S. Firms 
1981~1992 
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MilEs arc not, however, as wdkcpresenteJ in the'business arena as the rapid MBE 
busin..:ss growth sug.g.ests.' For c:.t~unplo: 

• 	 Minority grollps represent 26.1 % urthe population, but own only 11.6% of 
the nation's businesses" 

• 	 Minority busincs!'l.!s co:npri;;c only 6% of total business gro;;s receipts"! 
• 	 Minority businesses employ only J% oflhe American civilian lnbor force';; 
• 	 RCCcr:l studies (()1idu(;!td by the Ce111Cl' for Advaaccd PurehZlsing Studies 

rcvcnlcd thaI, in the 19 indtlstnes with the lilfgcst rcprcsct)l;)tion of minority 
5ubconll'ac(OfS, only 3.5 % of supply \lullars are estimated to have gone to 
minority bllsinesse:L Sec Figure 2. 

J 



figure 2 
., 

Safes/Anm 

.. , " 

budgct; All remaining numbers 
.... AS$ct ~lPllbc:s rcncct salcs 
Smlree, Cltl1/(I',(rJr IIdVLI!tl'L'd PlIrcimsillg SllUfies, i 997 

In ~lddit:OI:I'muny miflority·ownlxl firms arc relatively small, withoul the cnpacity to 
pcrfonn large contracts for the private and government sectors. For cxamplf.!, 46'% of all 
minur!ly finus hUG al!nuai receipts of)ess th:.!n $10,000 it: 1992 {the most rl.!cent 
Departmenl f}fCcnsus d:1ln). 3y contnlst. the sumc da:a rel1cct$ that !liinority~()wncd 
flnns wi!h mmuul receipts 0[$1 million or more aewuntcd for only 1,2% ofoverall 
mieority Ilnns, . 

However. !n;gcr linlls have a ~ignificant economic impact, both in tenns of gross 
r(';VCiHlCS lin~ employment Allhough constituting only J.2% of minority-owned fim:s, 
Ihellc lnrgwr comp:~mes·gener.lted 52% orthe total gross receipts ofal! minority 
bus.inesses. In 1992, 1.700 or :ess than 1 % or minority firms had 100 employccs 0: 
1l1Orc; thc$c finns, howcyc:" gcne;'lIcd 16%1 of the revenues of all minority finns" "iii 
Tllcse fimjings ure supponed by a recent study or Lutino businesses in Los Angeles, 
whkh concluded that L~tino businesses with more Ihun $1 million in tllin\taJ receipts 
c()lI~litlllcd 1,2% of oVl.:rull Latino finm, but gencnllcd 52% of sa:cs rco.:ipl$ and 
employed 47(Y(} orthc workforce in Latino IInns with paid empli}y~es.j.. 
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Flgmc 3 u~mons;rJtcs the disparity in minority business participation in the corporate 
marketplace across a bro~d range ofbusiness arens. 

Figure 3 

Population VS. Market Share 

80.0% 1----'=--·---,-------------

60.0% 1-

40.0% r= 

• Black AslanlNatlvll An'.et'lCM. ., . .. 

. 
Thest' statistics 5ho\\: that mi:mriLY business g.rowth is not tracking over,1l1 growth in the 
minority population. To reverse this trend, the r..mE community must develop strntcgies 
to lak~ a,\vantagc of the strcngths of minority communities and trnnslate these strengths 
into economic power. 

U. Tl'cmls Iml)<H.:tin~ Minority Business l)evelopment 

The trends mma strongly impacting MBED can be grouped under fou:- main ctllcgories: 

• Corporate Business Strategies 
• Government Restructuring 
• financial Trends 
• Millurity Demographics 

The$!.: trends will be discussed in gre~tcr detail in the following sections, 

A. COrllot'utc Business Strategies. 

The way 1Il whidt business is COndUi.:led in the U.S. hus chungcd dn:n:1alically oVer the 
la:.t tweniy years, Some orthe most significant changes arc: 
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• 	 Industry Consolidation 
• 	 Process Redesign 
• 	 Increase in Strategic Alliances 
• 	 Expansion of the Internet and Use of E·Commcrce 

!oduSlrv Con.':lolidation 

One of the dommant trends affecting businesses is lhe continuing proliferation of 
mergers am.i acquisitions. Primarily criven by technological advances or new 
govemmcut pulicies, :hc number and size of mergers have escalatd as finns 
attempt to compete or access new opportunities. In ]992. there were ncarly 5,000 
mergers dod <J{;(luisitlon deals vJlucd ut $150 billioll. x Five years l<ller, the 
number of dl,.'uls nCJrly doubled and were \'tllued [11 S860 billion. ~i 

This trend seemingly has not nJTcch:d the minority business wmmul:ity. Although 
the:c is lIisullkicnt quantitative infonllation to lruck the n"umbe;:s of !l1:!rgcrs ::md 
cor:sollfbt;O!))l uf MBEs, am:conta! evidence suggcsts that :hcsc arc not sl~al~git.:$ 

freqllcnlly utilized by minorilY businesses, While mergers and m:quisitiuns are 
tlot viable alternatives for .. n!inns. the apparent dcarth of these transactions in the 
Ini:lority business conununicy is alanning. 

This merger activity has critic,llly imj)3Ctcd tnt' prucureme~t process in !hi '. , 	 ' 

fo!low[ng ways: 

• 	 The number of sunpliers j~ cl.ecrC:3sing 
Ala!! corporations; but particularly lbose Ihut havi¢ l.'onsoHdatcd, 
procurement is moving from;) cost ce-mc-r to an activity of stmh:gic 
importuocc. As corporal ions lower costs, reduce inventories, reduce 
till,) number of negotiations, and gain increased flexibility in produc! 
,\lld ilervicc delivery, they arc rc-ducing. (h:.: r_un1b~r o-fsnpplicrs 
utilized. Todny must corporatiolls have aligned themselves with a 
smaller number of large suppliers who can deliver greater 
cuslQ!l1izlllion nnd better quality lOun<Jgcmcnt and can achievC" 
economics of scnle, 

• 	 'I'll:: ~i7c and t:armciw ufsuprlicrs. par1lclllarly firsl~tlcr s\1rplkrs, hflve 
incn.'u3,;d dram£!f!Cnlly , 
Large, merged companies usually strcamline their operations by 
seeking larger first-tier suppliers who can dcliver high \'olumes at 
consistently high quality, provide rapid execution, and hayc substantial 
capita! resources, Largcr companies more freq',.:ently oulsour\:1,) their 
non-core t:Ompctcncics iO first-tier suppliers and n:q\l:rc [hm they 
provide lhese services ut a reduced ws!. This irend continues down the 
supply chain, as all purchasers cnler into Jongcr~lCtr.l, exclusive 
arrangements \vith a limited number of suppliers. 
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Process Redesign 

Over the past ten years, U.S. companies have redesigned their production, servkc 
am! procurement processes to be more market-focused. Two ofilic most 
significant redesigns are JUst~ill~limc produclion and procurement ofsupplies and 
SCf\..'ICC$. 

The changing procurement process has been discussed ill the preceding section. 
Jusl-in-tJ:-nc production requires thm suppllcrs deliver their products on a schedule 
directed by the producer. In gencnll, these suppliers must lacrcnsc their overheati 
costs in the af\!as of research ami development <1l1d human resource Illunagcmcnt 
1:1 order to sl1stain lhe delicate balance of sufficient invemory levels nnd 
manugcmcnl while simuhancously increasing shareholder value through-rising 
protir margins, Larger, more eS;llblisned suppliers are betler equipped to deliver 
these neW demands and still tum a profit. 

Currently, must MI3Es do not h<lvc ~\dcqulitc size, cupita), expertise, and. 
infra:structurc to compete (or tiles!..' selective supplier positions. The key will 
he tu idcllti(y quicker mcans of rupid growth and sufficient nt.:\:esS to eapitaJ 
nut only to compete, but to gain a eompctitive edge. 

, 
. lncrease in· Strategic Alliances ,-------....... 

, 
The numbers of slmlcgic alliances between majority companies have grown 
exponcnlinlly: Globally, over 32,000 alliances were fomled between 1995 and 
1998, which account for ..18% of the revenueS of America's biggest companies.lI'ii 
The key rcnson these allionces nrc fonned IS 10 enable businesses to enhance their 
ahility to ':l1!cr larger n:orkeIS. 

As m,,_:miiy companies grow larger, minority busim:sses must compete with lhesc 
alEances that. due to combir:ed resources, will have significant market share. In 
order 10 remain competitive, mir:orilY businesses may need to develop 
pm11lcrships and joim ventures, whether with minority or majority partners. 

The beuel1ts of strategic aUiancc.~ for minotity businesses arc t.remcndous~ 
\..-hl!thcr tlit'), partner with other :\1 BEs Or' with majoJ'it)'~owncd companies. 
AltllOui:h tmmy large businesses incrcm;illgly look to large~scalc suppliers. 
there continues to he a role for suwUcr businesses providing spccinlizcd 
services. These husinesses arc often Ittur\! flexible) move mOfe tlu1ckly and 
tlfC more n,,>spollsivc than larucr businesses. In eithcr case! the primary 
reason fit!' :I pnrtncrship is that it cllahh.'5 an MBE to cxpand thc scale andlor 
scope of sCl'vice without additional capital requirements. 
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E:<pansion of the Internet and Use of E~Commcrce 

In 	 t995, approximately 18% of businesses were electronically connecled to their 
suppliers. Figure 4 dcmonstrutcs that this number has grown substantially over 
the past four years, COI!1parcd to $8 billion in J99?,. revenue generation is 
predicted to reach SJOO billion in just ,l few years, XIII 

In:cmc! usage for bus!r:css purposc~ is growing rapidly; the statistics speak fbr 
themsdvcs x1"; 

• 	 TwetHy~se\'en millioit purchasps tl.X now made on the Worldwide Web 
everyday. 

• 	 At the beginmng of 1993, there Wl.!fe just 50 sites on the Web; the number 
now is estimated to be over one billion. 

• 	 The percenwgc of small busillcsses with access to the Internet ne<lrly 
doubled O\'er a two·year period, from under 22% 'in 1996 ~o Qvcr'::: l% in 
1998. 

The growth of E-commerce and Intcmet usage is staggering, both are baving an 
::l1pnCi on the future of bUSIness development. Through (he use of E-commercc. 
companies gJin severd) adva~tages: 

• 	 Emciency 
• 	 Speed 
• 	 Enhanced mnrkcting ana comn:nmical:on ehpabili!ies' 
• 	 Enhnllced CUSlomer !'ierlic;.: 
• 	 Rl:"ducetl transactional eMlS and cycle tim(!s 

With greater access to the lnternet and ::1cre;)5(,.,\1 fimmcial resourtes, the 
opportunities become endless. Yet, in order to maximize these opportunitit'~' 
more minority business owners must dC\'clop an Internet presence as pUTt of 
their core busilll~ss'objecti\'cs, Many minority business owners still fhce the 
some obstacles that plagued them before in developing the appropriate 
inlrastruclure: 

• 	 Lack of understanding of the benefits of using c~commerce and c
business strategies 

• 	 Jnability 1U afford, internally or through outsourcing, thr: expertise <lnd 
time required to usc these business strJtegics 

• 	 Lack of capita: for state-or·the-art technology and equipmr:nt 

s 
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Whcthcr rcvenues are generated from business-tn-business sales or direct 

end consumer purchases, it is clear that i\IBEs must embrace the trend both 

in conccpt and thruugh implemcntation, However, MBEs cannot break the 

barriers to entry unless they develop appropriate support systems and 

capital is made a\'ailllhie. 


'J 



., . . 


B. 	 Government Trends 

As the fedt:ml government budget has been reduced. government agencies have 

used strategies similar to those of corpomte America to increase their emciency. 

For minority busincsst'S. the primary impact has been felt in government 

procurement pructiccs, wherc thcre is grealcr usc of e-business strategies and the 

Interne!. In addition. the effects of recent legal actions have hud 3 significant 

imp<lct on the environment for minority businesses, 


Pnll.:u!'emcnt 

Because oflhe budgel redtlctions: 

• 	 GovcrilmC:lt purcl:<lsing departments have been do\vnsl:t.ed 
• 	 GQvernment prc,;curement budgets have been cut 
• 	 More emphasis has been placed on customcrisuppllcr ullocalipn 
• 	 There i~Hln increased use of infonno.tion technology in procurement· 

, ··activities 

The fcd~I'Ul government has been using more strean:lined contracting practices 10 ,...'r!l~chase ~i(.l~)ds iind,~erviccs in aii cflicicnt•. co:-;t-:cff~ctive manilcr. In gcncm:; . 
. "'gbvern:m:-nlaJ ':Igcncies are pu:ting larger contracts out for bid, through the process 

ca:!ed bUlldling"For example, through bundling, an'agency will cQm;olidatc what 
in the past would have been ten $250,000 contmcts into 3 ~inglc $2.5 million 
contract to be satisfied by onc'stipplicL 

In ndditiof\, JIlllch more govemment procurement is taking plnce electronically. 
By presidential dircctive, federal procurement officers are more aggressively 
tll';lng c:lc,,!ronk commerce for procurements, espt."C-iully ihose undt:r $1 OO.OQU. 
Within ill!'! li:dt:rai gl.)vcmIncnt, contmct opportuni:ics over $25.000 ure: advc-l1i:;('d 
once l!) thc Com;ncrcc Business Daily; Ihcrcaller. these OPIXll1~;nilic~ are- pust..:d 
ckclwnkally, 

Although the oufetutlc is a more streamlined process. the impact on rVltlEs is 
twvfnld: 

• 	 The numher of avaiiable contnlt:ts for small. disud\,antaged -and 
8(u) husinesses is dwindJing. 

• 	 All government contntctors must be tcchn41logicuHy savvy. III the 
rUllln.', it win he difficult to do husillcss with lilt: govcrunu::nt 
without u~ing t'-business strategies. 

Tc~h'U)lnl4~! mny he I(].veling the playing Held with respect t41 ucecss to 


infnnmttinJl, hut (\1BEs will not henefit unless they acquire and usc these 

touls. 


,0 
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,,"egal Trc;;ds 

In Ihe ;eg<lJ arena, minority business programs are facing increased scrutiny, 
including those programs tbn establish set-asides for minority businesses, More 
than 120 cascs have been filed across the collntry challenging racc~bascd 
progr:uns rhJt will affect the viability or legality of cer:ain minority business 
opportunity progrnms. or the existing interests of certain minority basbesscs. 
Allho'..:gh th:;"se cases gcncr..;Uy involve govemment contracting programs and the 
crilel in used La awarding C(lntr;lCIS. Ihe outcome of these cases win most likely 
affect private sector prOCUH:mCllt pwgrarr.s. 

11l'gcll<::ral, there h<1vl,' boJen two emerging trcnJs rcgan.Er.g govem:nent 

cQnlracti;~g: I) t'esi~l<1nce to set-a~ide programs, and 2) the ~ecd for clear eviccncc 

or ;-Jast cis~rimir..[1tio;no justify the continuation of these programs, The federal 

:Illd stutc courts h~ve tighl:.ml:u the- .:;tnndards used to review progrnms that have 

race (anti gcn;j.e~) iJS ~I c:';'tc,ion in contract U\1i;tr:b. :Spcci'ficnlly. !hc Supreme 

Court casc of-City ofRlchmord v. I,A. Croson (1989) required "sidcl scnniny'.' in 

many.public-sector minority contracting programs, wjth the prescutatiol! of <1,. 

compelling need for the program and dear evidence or ' 


• Pa~t andlof present discrimination'botb in qua~tit}!livc and quulitatlve' '. 	 ..." 

\, tcnns ',.' 	 . 
• 	 A progmm design (lUll is. sufficicil11y narrow,to bc::efil 0r.ly the victims of 


. s~i(;h past'acts of di:-,crimimltion 


.~1orc ~ccenl1y:i!l tl:e Cfl~C of Adanmd Constructor~, Inc. v. Pena, the federal 

Ct.lurLs have re-a!Tinncd Ihis ar.alysis. Tht: CDurts :nuy ass<:ss (0) whctht:r or not an

agency eQuid have used Dlher, face-neutral methods to cellieve its objectives, tb) 

whether nomerw targcts set by an agency w~re ct)m~!J!cd with so~calied 


"qualified minorities" in the applicable contracting or sutx:oTlt:acting pool, ar:(: (c) 

il1e cxt~l~t of th~ "bJrdcn" pluced on non-minorities who arc not iilvolved in these 

p:ugra:l1S. 


As the courts continuc to limit race-based uftirmativc action lind minority 

husiness dcvclopment program:-;, federal contract opportunities available for 

minority businesses will continue to shrink. In addition, tills apl,roach to 

gvv-crnmcllt prognulls will niost likely spill into tht' privure sectur. 


C. Fiu:Ulclal Trends 

{, nt~ht Fhumciuu 

There luvc b;:cn ,; u4clbcr .uftrenu:> in the financial services industry, i:1c1uding 
,bank cO:lsolidations, d.ecreasing numbers or regIonal anti community banks ant! 
the lI~e of cl'cd: scoi':ng. that have ;;npa;;ted the ability or an businesses to obtain 
(kb! financing, W r-.'linonty flrms, ;mdilJonnlly n~orc deper.ucnt 01'; debt finan;;ing 
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thu!) majorily fi!1llS, have bCo.!ll partic-..larly impacted by these trends. T':',c Fetlcntl 
Reserve Board's National Survey of Small Business Financing, released in 1995 
indicated that only 4! % of thuse minor)!y bUl'inc~scs surveyed obwined bank 
loans. compared with 51 % of white: businesses.• vi The same survey indical(.!d that 
minority businesses arc (umed down more frequently for loans than their majority 
cOllnlerpmts. rhere continues 10 be a dear discr{:pancy with respect to acceSS to 
;;:upital between mojority and minority businesses. 

T~c fhlluwir:.g tt!Jnus htlVe impac{cd the avaihtbiJily of debt ca.pital for mino:ity 
bU5in.;:ss~s: 

Ba;:k CoasoliJatiolls 

Th;; Ilnandal services induslry has changed dramaticlIlly over the past decade. Since 
1990, the number of insured commcrcial banks hus faHen by :;',000 due 10 mergers, 
<Icqui:;jtions. Of fhilurcs wii. This has reslri;;ted fieancing options for minoriiy, and smail I' 
bu:;incsses (the mujorily ofminorily businesses fall within the small hus:nes5 range)," In' 
,~ddjtion IIJ the firmneir.g gap,.smaller businesses have been affected in the fullowing _ " 
ways: 

," .., : , • 	 !n the six years from 1987 to 1993.eommercial bunks and thrift 
.. .,institutions' market share of small business loans outstanding fell from 

70,6% to (,5.3(10 as finance companies and other institutions gained 
market share. xviii 

.• 	 Commercia! banks, tnH.iiti(lllal!y the primary soun.:c of commercial . , 
credit, represent an increasingly smaller shore of the linanciul services 
nurkcts (dc~reasing from;! 5 [% share to a 23% shan: in 1997). 

• 	 Local independcnt banks, historically more re.;;;eptivc to small business 
lending than larger banks, have bt:l!!l acquired by regional bank 

holding companies at a rapid pace. 


CI\,:dit s::Vl'lrlg lS lllCrC:lsingiy \.:sed by banks to mak¢ d(;clsio;\$ abuuc b!ls;nc~s credit. 
Crcdit scudns models assign values to variuus- etiteria - stich as how long an applicant 
has livcd in his or h1.:~ 11.:~idcnec, and how well i:c or shl.:: ha:. paid ofr debt in the llast. 
111C5(; values are then compi!cd into a sing.le numerical score. 

Crcdit scorh1g is more 1.:flicient unc less costly th,m lrnditional methods for making credit 
dcci~ions, :;incc the infonmHion provided by applicants can be quickly and uutomalically 
converted to a sl:urc,i" It has, however, both positive and negative implicatioll$ for 
miJ1l:lrity bllsincsslcnding. One of the benefits arcredit scoring is its pOlcntiallo promote 
a $(!c{Jndary market for small business loans. Credit scoring. by providing u mclhod of 
assessing sm;t11 business 10<1:15 ;:)ccording tu uniform st:mcards, which currently docs :l0! 

OCC\lr, can be ol1e of the key !;ldors in creating a secondary InJfKCt. 

12 
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In additio:1. crcdil scoring, by use of seemir:gly objective l,.;rcdit criteria, has the pDicmi;1l 
10 make financial decisions racc~neujral by running uo application against a standard 
model. On the other hand, while it is ilIega! to usc mce, religion, national origin. sex or 
nmlital status in .any credit scoring model, thc use or geographical inlonnation is 
penl1i!ted; this may prove disproportionately detrimental to minority business owners, 
who often ~lrc clustered in urhan areas. xx 

Rcgulatnry Effects on Fimllldng 

Regulatory ch3ngcs. also have contributed to the tightcning of commercial lending to 
sma!! businesses. \\1 The most significant oflhese are: 

• The 1989 establishment of risk-based CJpiHl{ standards, Under these 
standards. banks are required to shift from lending to the private seClOr to 
investment in u.s. Treasury and other govcmrnent securities. Thc effect 
of these regulations on business lending was reflected in a precipitous fall 
in busine:ss loallS from! 989 thro\:gh 1992. 

• Various state level fegula4ions tbat have constrained branch·.bunking. 
inlerS/Me banking, bank holding cOIl,panil:;; and uS'Jry limits on corporate 
bOITO\ving, Ull 

• 	 The Fedeml Reserve Board's intcrprct:ltion of Regulation B of the Equal 
Credit Opponunity ACI, ·which prohibits banks from collecting datu on the 
rJce or gender of business loan applicants. Consl.'quently; there is no dala 
on Ihe unmet demand tur such iO<llls which could help in dC'cision~mtlldng, 
mutcgic marketing, and product development on the p::m of fm:mclnl 
illSI.ilutions thut \vant 10 increase lcnding in minority bu:-;in<."sscs. XXII" 

Equity capital has not been a lrJuitiona! source of fimmc:ng for minority businessc$ as {he 
re.:>ult of lack of availability Ofine estimated $8.5 billion in eql!ity capit.al.available, the 
f,IU(ls largeted at mi:l.O·rily businesses. are estimated to equal $1~2 billion. HI" Minority 
Iinns also have not had thc Iletwo~ks 10 a;,:-ccss {he ver-tun; c<lpital community. in 
<lddiiion, many minority businesses have been unwilhng to seek equity financing, due to 
concerns over losing control ()/"(hcir bU$incsses. 

Tbis l.a~k of i.:t.juity has hampered the growth of minority busin<.lsses. There are severa! 
advantages to C{luity fimmcir:g over debt financing: 

• 	 P~r50nal guttrmilecs and collaternl a:·c not r¢quired 
• 	 There is a certain level of prOfCCtlO;! from bankruptcy 
• 	 lnvcslors can add expertise and networks to the venture 
• 	 Riskier ventures are rr.ore acccpt'lble 
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In addition, investors are increasingly using other strategies, including mezzanine 
linancing. A small but growing number or mezzanine .md other equity funds 
providing competitive n,les of return (15~25%) are focused on minority and inner 
city markets. Any capital strutegy deviseU for minority businesses must focus on 
the increased use of these types ofvehiclcs. 

Minority cn:rcprcncurs often are reluctant 10 give u'p equity ill their corapar.:cs, 
[caring thai they will lose control of' their t:olllpanics. Wbilc this is a possible 
outcome, entrepreneurs can structure cmilra>.:i;;: with equity investors to protect 
their inlen.:;;!:;; (e,g. non-voting stock, cq:.li1.y option:- boscd on perfor;nancc, 
optkms to buy-out equity pa!1m:rs, clauses that prohibit m;,itrury ren:ovai). 

:'rlBE gruwth (hrough equity funding has great Jlotentlal <lod lIlay be 
preferable to deht financing. lIowcycr, cquity funding is ditTIctllt to 
ohtain and is ortcn cor:trQvcrslal, duc to fhe ~u:rccivcd risk of ' 
entrcpn'neurs losing control of thcir businesses. MBED must focus its 
efforts on preparing millority businesses to compete through access to an 
forms ufcapital. Any str.lteg~' for minof"ity capital access must seriously 
consider and explore aU financing options, including equity, 

. " D: I\linority Consumer Trends " 
. . 

TIll: minority population can benefit from certain trends, including the increas\ng 
si7.C of the minority consumer markc~s, ;hc expanding poot of' minority monagers. 
th..: incn::J$cd number of minority entrepreneurs, und growth of the nation's inner 
, ..' 
cities. 

Minority Consumer Trend,,\>;' 

The sizc of 1110 minority consumer markCl is growIng unu crea'.ing more 
opportunities for :llinority busincsses, The nation ',. black buying power rose 
from $308 billion in 1990 to $475 billiOt: in 1997, up by 54,2%, in seven years 
and at a I.:ompound ,mnui\l growth mle of GA'!!", In 19-97,28.6 miilion 
Amel'ico.ns daimcd Hi.~paOle ancc.!'st!'y, almost 11% of the country's 
popUlation, II is estimated thai the nation's Hispanic buying power has risen 
frum S208 bil!ion ill 1990;0 328 billion in 1997. up by 58 % in seven years· 
:1 compound annua! rale 0[1,5%. Both Ulack one! Hisponic percentage gains 
exct."ed the 41.1 % projected for tota! buying power, Asian Amerit:ans' 
buying pmllcr rose from $1 13 billion in 1990 to SI94 billion in 1997. a 72% 
increase, O\'er 50% of all minority-owned businesses With :rules over 
$1,000,000 were- owned by Asian Americans, i,c .. and 12,505 out of24,727 
minority linns. See Figure 5. 
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Figure 5. 
African~Amcrican <lnd Hisp~lIlic Buying Power 
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By the yeur 20 I 0 it is projected thaI the ll1inority population will make up over 
30'Vu of the US labor force and by 2050 will be almost 50% orlhe us 
population. Sec Figure Gand 7. 

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

~' .\ 

Despite lower household incomes, inner-city areas concentrate more buying 
power into a square mile than many aflluent suburbs. Although not 
exclusively minority, many inner city areas have large numbers of minority 
residents. These communities are poorly served by small, mediulll, and large 
corporations. Currently, estimates indicate that at least 30% of inner city 
retail demand is unmet, equaling approximately $25 billion nationwide. In 
some areas such as Harlem, unmet demand is estimated to be as high as 
GO%.Hvi 

lVlinority businesses often arc competitively positioned in many of these 
markets. An MBE owned and operated by a resident of the inner-city, or 
another individual with infonnation 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 (0 enhance the competitiveness of their businesses. 

Increase in Minority Managers 

Allother encouraging development has been. the increase in minOlity manager
entrepreneurs. Many minority managers are dissatistied wi.th. the ....\~ '1'. 

opportunitic's for cOf1Jorate upward mobility and, as·a result, entrepreneurship 
has become U1~ attractive alternative. "fhis n~\V group of entrepreneurs has a 
multitude of resources, including well-placed connections in both the majority 
and minority communities, and a strong drive to be successful. As they begin 
to prosper, they arc also becoming vel)' savvy with their investment and 
buying habits. 

Entrepreneurship will continue as a necessary and viable option for a large part of the 
workforce population. The development of M BEs can best be fostered through a strongcr 
pmtner:;hip among government, the private sector, and the MBE community. This 
partncrship sh~)ltld f{.JCUS on ensuring that l\1BEs g.ain Cull understanding and cquil,\ble 
access to key busincss dcvcloplllen! trcnds. 

III. 	 Recommendatiolls and Strategies to Enhance l\linority Business Enterprise 
Dcvcltlplllent in the 2I S 

! Century 

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



v • 

1. Build a Strong Case fur MBED 

Starting immediately, minority business leadership must build a compelling case to 
the business community of the importar.ce orminori:y business development. These 
teaders should contim:ously stress that :he ullim~\c gool ofMBED is building a 
slrnng ccor.omic iltfrustruct~rc, 

Advocacy cflot:ts on behalf of minor!:), business mllst dcmonslrute ihe national 
economic importu:1cC of developing scrong, cO!!lpelilivc minority businesses. The 
111inorily b::sine::.s cornmunity must rlcvctop qmmlitalivc data on the overall economic 
tlJT..:t:1S or minority businesses, induding increased employment opportunities, a 
:argcr tax base, and grenlcr economic infnlstructurc in minority communities. To 
address tr.is, YfBE leadership should: 

Produce mJdtiionol quantil<Hlve information on minority businesses 
nnd their economic eITt.'Ct 
~v1eet annually with Native American, Asian American. Hispanic 
and African American publishers 
Continually produce 01'-00 nrlidcs in national print media, 
including the Wnll Street Journal. New York Times, Wushington . 
Post and ,Los Angeles Times , '.. 
Meet annually with iltaders of minority business aad trade. 
orgllnizulions to dcvcloj1 {! l!Hml:dly <lgri.:l:able strategy with 

, specifi ..,: 

'" Objectives 

" Milestolles 


Resp<);lsib(!itiCl:> 
Action Plans 

2, Deve!op New Business Structures 

MBEs must develop mUHHllly supportive relntionl:>hips and !leV,,' stnlctures thtlt nllQw 
thl,:lll !o grow. :-!cw structures or alliances could take the fonn of: 

• Joint VenlUres 
II Strategic Allianees 
• .'VIcntor.Protcge Progrnms 
• Consortiums 
II Partnct's!llpS 

TIl'.:s!.! !Ylic,~ of tral1s~1(;tions arc no! for all businiJ~sl.,!'" H\l\vevc:r, if MBE$ as a grmlp do 
nul Im;n.:asc Ihe number of SlrLltcgk a1!iant.:c$, mcrg¢l'$ and consOfliums. 1:)!nOr;!y 
btl~ill-;:s:;('!s wil! not prosper in the 2tol ccntury. MBE$ mus! also posi:ion Ihemselvcs for 
growth by seeking equity invt:stments. Companies with !>llhst;mtiul cqlJily bases CHn 
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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 traditional domestic markets become saturated and larger eomp:mies merge, growth 
will be a challenge for minority firms. Exploring new, 1ll~lrkels will be· essential to the 
cOlltinued prosperity of new and growing companies. The most lucrative new 
oppmtll!1ities arc generated rrom overlooh:d domestic markets such as inner cities, new 
markets created by the Internet, and untapped overseas markets. 

4. Develop New Capital Sources and New Capital Structures 

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

Additional sources of equity, quasi-equity and otl~er alternative forms of financing mtlst 
be created for minority business to have a fair chance of competing against majority 
companies. Specifically,. we recommend the following: 

• 	 Explore opportunities for the creation of new cquity yehicles focused on 
minority businesses. ' 

• 	 Monitor secondary market demonstration models that could be replicated 
ll:ltionwide. This includes identifying new ,ll1d specific incentives for primary 
Icnders to sell small business loans easily and enhance their liquidity, thus 
increasing the funds available for im:rcased cOlllmerciallenciing. 

• 	 Explore the opportunities created by ami the possible drawbacks of credit 
sconng 

5. Support and Encourage the Usc of Technologv 

rvtinori!y businesses must keep pace with new cutting-edge technology by using the 
Internet for marketing, purchasing or supply strategies. 

In addition, new technology can be leveraged to: 

• 	 Support Internet and E-cornmerce education for minority businesses 
• 	 Monitor the technology and telecommunications industry in its efforts to 

ret:ruit minority professionals, managers and execlltives 
• 	 lnfurm MBEs about government grant programs that encourage innovation 
• 	 Develop a technology mentor/protege prograll1 for the sole purpose of 

increasing the technology inli·aslnlctun.: within the MBE community 



• 


6. 	 Leverage Governlncgt Resources 

The government uricH hus taken a leadership roll!: in increasing minority involvemenl 
in contracting. Recently•. this hus includcLi such programs such as. the Dcpr:rtment of 
Tnmsporratioll'S Infonnalion Technology Omnibus Procuremc;)[ (ITOP), und 
DCpHI.I11~nt ofComracrcc's Commerce Infonllation Technology Solutions 
(COMJvllTS). The former provided that at least on!! L'ontract within each of the three 
service calcgorics would be awarded to sma:l businesses and 8(a) finns. The laLter is 
U :ot:11 small business set-aside :0 enable agencies to access ~he st:rviccs of-smuil. 
sm::til disad.vantaged, 8(n) and womcn-owned ;:inl:ll: husi:icsses. In th~ COM\1!TS 
progr.:nn, twcntywnme hlnuti businesses were awarded contracts for a IOtal of$l,5 
billion worth of info:T.ltliion technology products" 

• 	 Develop new npproachcs !~tassis~ MBEs ill U:Wl.i.ning a lamer sh~re ofmuHi
vent· contracts 
Every y..:ar, blllions of dollars arc spent 011 service contracts that generally ure 
awan:ed tQ'larGc finm. Many minority companies are unaware or unprepared 't 

to pal1:cipatc in the bidding process. To improve this situation and receive 
procurement infonna!!on, MBEs shoul<: :egiskr in the MBDA contract 
matching tlntnbasc(pnoenix), ihe Nmioon! AcronJtics and S;J<lce 
Adminislra!tOn datJba.<;c, and other go,,:"cmment market opportunity dutabrri>cs 

• 	 Increase thc ~taff J:1C'rtsuurces'ofthe OHio!! of Srnall and Disadvantnged 
BUSiness Utilization fOSDBU) ~ " 

One of the cornerstones of the· 95~)07 bill, requiring each ager.cy,ortnc 

[edi.:fu1 government to' establish/identiCy 5et~osk!e wntructs for slYIall ami " 

d,",advantaged businesses, was the development of the Ofiice of Smal: and 
Disadvantaged B'Jsltu::;s Uti!iziaion ,OSDBU). Although the iegislation 
n:quir-..:d that tnc OSDBU direcw:, xport cirectly to the Secretary or Deputy 
Secretary of Clen agency, this I;;;.s not hJPi)cr:ed, In addition, these of1ices 
often n:we received luuited financial r~;;ources. 

To- effect change 1:; (hi's critical areu: 

R:ti~c the visibihty of the OSD13U directo;' by hovlag 1111:; position 
rcport dm!ctly to the Seeret;uy llf Deputy Secretary of un llgcn;;y 
hwr::asc the budgets oCthc::,;e offices 

IV. ]>Qtentil\l BClicti[s to the U,S, Economy 

Tho.: potentia! bemdl1s of increased minority b~lsinc;:;;; t:cv'.:lopmcnt t.o .he avera:l U,S. 
ccono:ny an: varied. An:llysls of the following inf;.Jnllo!iou WOJld oemon;;lratc flt in:pucl 
of v,jblc ;'dBEs. OJ! Ill\.' catlot:'::; tax b<lse, emplo;.!J));:n! and the ;ndividual wea:th :mJ well
being of(cns of thoutm:;ds Ae,eicans. 
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• 	 Long-term Business Development Efforts 
• 	 Contracts and Services Performed 
• 	 Employml;!l1t 
• 	 Economic Status of Finn Owners 
• 	 Income Taxes Paid by Firms, Owners and Employees 

• 	 Diversity of Individuals Impacted 

The MBED sector has unlimited potential for minority job creatiun, increased economic 
. dcvclnpmellt and improved the quality of life in urban areas. Unfortunately, this 

potential will not be rcalized unless a radical new approach to MBED is implemented, 
one that involves a partnership among the public and private sector, minority businesses 
and finan(.;ial institutions. 

Iflhe str;t!egy is sllceessful, it will benefit all members of the partnership as well as the 
general public. The nlinority community will howe: . 

• 	 A larger asset base 
• 	 Larger, stronger businesses 

• 	 More insightful and progressive leaders 
• 	 More eapilal for community and neighborhoOd development 

" 
The private sector will have: 

• 	 Stronger s'uppliers 
• 	 A more vibr~l1lt commullily 

The govemment will have: 
• 	 An cxpanded tax buse 
• 	 A reduction in unemployment in the U.S. popUlation 
• 	 Grea\l.:r economic development in minority communities, including low and 

moderate income communities. 

1\ lIew strategy for M BED is long oVl,!rduc. Progress continues but at a very .slow pace. 
This progress must be accelerated to foster social as well as economic growth or the 
United States of America and the global community it in!luences. 

2{) 
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Template 

Bureau Summaries 

1'01' Overview Book 


I. Bureau Description 

j\. 	 Organiz:ltion Chari 

See Chart 

B. 	 Bureau name and title of the bureau head as a heading 

Sec Chart 

C. 	 Introductory paragraph (1) idcntifying the organization; (2) 
providing II brief statemcnt of its purpose; and (3) supplying its 
funding :md FTE ceiling for FY 2000 and funding and FTE as 
proposed in the President's budget for FY 200t. 

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 achieving effective and 
equitable participation in the American free enterprise system. As the only 
federal agency mandated to encourage the growth and development of minority
owned businesses, MBDA: 

• 	 provides access to public/private debt and equity financing, market 

opportunities, and management and business infonnation. 


• 	 coordinates and Jcverages public and private resources and 
• 	 facilitates strategic alliances. 

MBDA services arc 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, Aleuts, 
Asia'Indians, Asian Pacific Americans and Hasidic Jews. 

Washington, D.C. is the location of MBDA's headquarters, where activities arc 
planned, developed, coordinated and evaluated. MBDA hus five regional offices 
(Atlanta, Chicago, Dallas, New York and San Francisco) and four district oftiees 
(Boston, Los Angeles, Miami and Philadelphia) where staff oversees assistance 
and services in multi-state regions. Within these regions MBDA funds 42 
Minority and Native American Business Development Centers, 7 Minority 
Business Opportunity Committees; and 7 Business Resource Centers. 

In FY 2000 MBDA was appropriated $27,221,000. In FY 2001, the agency 
requested £28,156,000. FTE ceiling lor both FY 2000 and 200 I is 120. 



, 


The Senate and House Appropriation Commiuees have oversight for MBDA. 
The Subcommittee in each house IS the Subcommittee on Commerce, Justice, 
State £Ind Judiciary. 

D. Bllrcau mission 

The Minority Business Devc!opulcnt Agency (MBDA) is to actively promote the 
growth and competitiveness of minority-own(.'(i businesses. 

E. tEsting of principal organizational units 

Sec Chart 

II. Descriptions of eaeh principal organb:atiomd unit 

A. Orgaoizational Unitl i\-lission 

Office of the )in:ctor: formulates policies and programs and directs all activities oHhe 
Agcney, 

The Chief Counsel: Serves as legal progmmmatic advisor to the Director and provides 
progmmmntic legal services tlW atl components of the Agency. 

The Deputy ()in'clor: principal assisHllll to the DirI.X:tor. Assists the Director in thc duy
to-day activitics of the Agency. 

Associale Oircetor for Management: responsible tor the administration of the Agcncy's 
budget and financial management activities, facilities management, human resources 
dcvelopment, and other administrative management activities. This position is also 
responsible for infonnation m::magcmcnt, contracts and grant processing activities. The 
functions oftlw Ortiec h; carried O:.1t thmugh its principal organizational comjxmems: . 

The Olliee of Administration and Financial Mnnagcmcnt: develops and 
administers financial management activities for the Agcncy, administers 
management systems, develops and monitors GJlRA related pcrfimnancc 
mCUSUfcmcm and I.!valuation processcs1 management improvement programs., 
administrative services, human resources development, and monitors and 
performs tollow-up actions related to official government reports.. 

Tll..... Otlkc of Program Support Services: develops proct-Dures for 
implementation of Agency grant nnd contrnct nctivities; ensures prompt and 
proper resolution of grantec audit report issues; coordinates with Departmental 
offices in implementing Secretarial objectives and policies; and serves as the 
liaisoll with the Departmental ornee of Executive Assistance ManugL'l.ncnt 
regarding all aspects of Agcncy financial awards. This component includes the 
Field Coordination Division to exercise tiS grant administmtion activitics. 



The Oflicc of Infonnation Technology Services: collects, processes and 
assembles electronic data and reports, develops and maintains infonnation 
systems to satisfy management requirements, and manages system to ensure data 
security and integrity. . 

Associate Director of Programs: is n:sponsible t()r the management of program 
operations. The Associate Director supervises the Regional Directors, and the Chiefs of 
the Oflices of Financial and Market Access on all programmatic activities. The activities 
of the Office arc carried out through its principal organizational components: 

The Office of Market Access: promotes markct development of programs to 
support and cxpand minority businesses. Plans, develops, and implements 
national programs to be dcJivered over the Internet including growth strategies, 
electronic commerce, franchising, telecommunications, strategic alliances, and 
international trade. Develops and coordinates private and public sector resources 
to enhance market access. The Office is responsible for pure and applied research 
n:garding economic conditions in the national and international marketplace, 
which atlect minority business growth and development. Analyzes and develops 
national policies in the promotion of minority business development. Assigns, 
edits, and publ)shes Agency articles and official publications, and provides 
support to the Director, and the Agency on publications, tc\ecoml11unications, 
speeches, printing, graphics, and audio-visual displays and presentations. Some 
of the activities arc carried out in collaboration with the Departmental Oflice of 
Public Affairs. 

The Office of Financial Access: promotes access to financial capital for minority
owned businl!sses through both the debt and equity capital markets. Over the 
Internet and through MBDA's network of funded organizations, this oflice 
establishes guiddines for the ddivery of management and technical assistance in 
the f0n11 onoan packaging, financial analysis, document preparation and related 
services. 

Regional Offices: are responsible lor an assigned geographic area. The regional 
offices implement Agency policies and programs within the assigned region. The 
Regional Offices ensure the effective delivery of Agency programs and services, 
induding advocacy on behalf of minority businesses to the public and private 
sectors. Advocacy also includes the Minority Enterprise Development (MED) 
Week, that cumulates into 11 National conference each year. The Regional Offices 
Dre responsible for the monitoring and evaluation of programs that provide direct 
assistance to minority finns, including monitoring of program results. 

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



B. 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 !\linority 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 
intimnation on the capital m:eds of minority businesses, review and assess 
new strategies and instruments for increasing linancial access for minority 
businesses, and promote 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 tirms in the MBDA database 
of minority business enterprises using the Internet. With this tool, MBE's 
are able to access contract opportunities and other infonnation vital to the 
sw..:cess of.their business. Major companies and corporations, as well as 
Federal Agenc,ics, are able to post opportunities and seck business 
partners. In FY 1999, a total of 47,076 clients or 59.6% of MBDAs total 
client base was served by this system and received 140,275 bid matches. 

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

The Resource Locutor 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 Intcl11ct. 

Thc MBDA otTers several Virtual Business Development Centers 
on the Internet including; the Aquacultlll·c Virtual Ccnter, the 
Franchising Ccnter, the Intcrnational Trade Center, and the 
l\'I;:mufacturing Technology Ccntcr. These sites offer a number 
of services to assist minority entrepreneurs in gaining entry to 
these exciting fields. The information provided could be 
catl:gorized as ae(.;ess to technical and business information, access 
to sources of capital, and access to markets. 



Education and Training 

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

II. Listing of domestic and foreign field offices 

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

III. Bureau "hoI issues" and calcndllr 

A. 	 Listing or issues, activities and major milestones that will or could require 
attention within the lirst year orthe new Administration in the fonnat 
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 orthe Secretary and/or President. 

http:www,mbda.gov


Date l 

(I)Scpt.22-26,2001 

Nature of Issue or 
Activity 

Minority 
Enterprise 
Development \Veek 

Secretarial or 
Presidential 
Involvement 

L uncheon/Speech 
andlor gala 
appearance 

Contact Person & 
Telephone Number 

Edith McCloud 
X 4095 

(2) FY 200 I l\,lBOC Progl':Im 
Reduction/Eliminu 
tion 

Congressional 
Involvement 

Edith McCloud 
X 41195 

-
II. Dct:)i1ed descriptions of each calendar item should he included, using the 
format provided in the attachment. Descriptions shou Id not exceed ru'o pages. 

1. In each year since 1983, the President of the United States has signed a Proclamation 
designating a week in recognit.ion of the contributions made by minority businesses. 

Minority Enterprise Development (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 18th Annual National MED Week celebration. 

National MED Week is the largest Federal business, educational and media event held on 
behalf of minority business enterprise and il provides a forum for: 

• artieliluting the Adi11inistration's posilion in support of minority business 
dl.!vclopmellt; 

• intl.!nlction among corporate America, Federal, state, and local governments, 
minority-owned businesses and other priv~te-sector entities to identify potential 
business oPP0l1unities 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 Dcvelopment jointly sponsors National MED Week. Activities 
arc held throughout the country under the auspices of Ml3DA's and SBA's Regional and 
District Offiees and network of funded organizations in celebration of MED Week, 

I tl r then: is llO spcci!ic dale by which till isslic must he addressed, indicate thc general time frame within 
which it will require attention. An issue should be identilied as requiring "immediatc" attention if it must 
be addressed bctwccn JallualY and March; "near term" between April and Septcmbcr; and "long tCllll" 

between October and December. 



culminating in the National Confcren~c hdd in Washington, D.C. These activities 
promote and recognize the achievcmc:1ts of minority-owned businesses and the 
~igni fi.c<lnt contrihlllions ()f major corporations to minoriiY business growth and 
development. 

~lINORITY IIUSINESS SUM~lITS AND WORKSHOPS -' Feature prominent 
speakers who will discuss cutting-edge policy and political issues facing minority 
business{'s, These events attract a vcry enthusiastic audience and provide venues for 
substantive policy discussions and a national dialog on minority business issues and 
challcng('s, 

EMERGING IIUSINESS LEADlmS INSTITUTE - Will provide multi-faceted 
training opportunities lor college <md university students exploring entrepreneurship 
opportunities. 

BUSINESS EXPO - A ribbon-cutting cCrL'mony/reccption will kick off the following 
day's business expusition ofdomestic and international eorporntiQlls, Federal agencies 
and minority ~ompanic$, The event provides panicipants the opportunity to detine their' 
procurernent! pureh'lsing needs. showcase their goods and services, and establish a solid 
rdationship with potential business rurtners. 

SPECIAL Nt:TWORKING EVENTS - Events will be held throughout the 
Cnntcrcnec to prnvid~ attendees with opportunities to develop relationships for new and 
increased levels ofbusincss opportunities and to gain knowledge about issues affecting 
today's challenging business environment 

WELCO~H: RECEPTION This opening event of the MED Week 2QOO Confc""encc 
is a business mixer held on the first eve-ning. 

CONGRESSIONAL RECEPTION - A truditional National MED \Vcck event held at 
the Library or Congress) it provides Conference attendees with an opportunity to 
network and meet with Members of Congress. 

THREE INFORMATIVE LUNCHEONS - Feature keynote speakers and expelts on 
minority business, 

AWARllSIRE:COGNITION CEREMONIES - Highlight the accomplishments of 
1l1inority bU!ij!H:SSI.~ nationwide. Minority entrepreneurs, minority business advocnh,'!) 
and leaders in the corporate community will also be recognized. 

2. MBDA has recogniz(.'d the importance of the Minority Business Opportunity 
Committee (~'lBOC) program. Although the program is effective for the areas serviced, 
the program is limitoo to seven (7) cities at a cost of$L6 million per year. MBDA '5 

electronic initintivc will provide tbe same types of services for a grealer geographic area. 
MBDA is cl)nsiticring the n.:ductionlclilllination ufthe MBDe program servicing 36 
Mctropohtull Statistical Area.") (MSAs) in order to implement the use orclectronic tools 



that will service 315 MSAs. The reduction/elimination of the program will allow the usc 
of those i"unds to <I$sist in sustaining MBDA'$ electronic initiatives. 

V. 	 Biography ilnd position description for the incumbent in each position 
identified on the ()I'g~lnizational chart. 

COURTLAND COX 
lJircctol' 

!\lInority Business Devc!opment A~ellc)' 


U.S. Department of ComlUcrc(' 

President William J. Clinton appointed Courtland Cox Director of the Minority Business 
Development Agency (MBDA) on March 29, 1998. Mr. Cox brings to this position a 
solid hackground in minority business development, entrepreneurship and international 
trade. He directs thl: Department of Commerce's minority business economic 
ticvdopmcnl initinti ves and assists the Secretary of Commerce in implementing new 
strntegict: to b0Hcr serve the minority buslncss community, rurtkularly, in the urcas of 
acccss te. markets and procurement, access to capital and management and tL'ChnicaJ 
assistance. 

Prior to his MBDA uprointmcnt~ Me Cox hdd several positions at the Department of 
Commerce. In 1993. he served under the late Ronald H. Brown as Special Assistant to 
the Deputy Assistant SI.'crctary for Africa, the Near East aniJ South Asia at Commerce's 
lntemationaJ Trade Administrntion. In 1994, he was appointed as Director for the Office 
of Civil Rights where he spearheaded improvements in Commerce's Equal Employment 
0PllOrtullity and ufill'l1wtive Hccion processes and implcmcntL'(i initiatives. which 
improved all aspl.'Cts of hum all resources management His spcdal assignments at 
Comrr.crec included coordinating the Dcpart:nent's efforts t\t the International Tmde 
Center in the ncw Ronuld RCZlgan Building and serving as Chair ofCommcrcc's 
Diversity Council, where communicZllions between cmploy<.'Cs, managers and employee 
gl'OUpS were improVl.'d. 

For twelve years, Mr. Cox held positions with the Dis1rict of Columbia Government 
belare joining the Commerce Department, including: Special Assistant to the Deputy 
lvlayor for Economic Development; Director. Minority Business Opportunity 
Commission; ilnd Din..'ctor, omcc urlntemationul Bu~inl.,."Ss. Upon leaving the D.c' 
Government. Mr. Cox scrvcd HS H husincss consuHant assisting Wilh drailing the 
District's Small, MinorilY nnd DisadvantJged Business legislation, 

Me Ct>x bring$ a wealth of experience to his appointmen1 as MBDA DircetoL As a 
lonncr cntl'tpl'cncur, haVing been eo~O\vner and manager of the Drum and Spear 
Bookstore and Drum and Spear Publishers: tor several years, he is uniquely aware of the 
many issues that impact minority business growth. While a college Student at Howard 
University, he became a member of the Student Non~Violent Coordinating Committee 
and, for over tbirty-nvc yC~lr:;, has helped to create civil and human rights laws and 
managed organizations which carry out the mandates of BEO and affinuativc action laws 
in th(: .areas of public accommodations, voting rights. cmployment and minority 



·. 

contracting opportunities. Mr. Cox played akey role as one of the organizers of the 1963 
March on Washington. 

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

RUTH ALICIA SANI>OVAL 
I)cputy Director 

Secretary of Commerce William M. Ollley appointed Ruth Alicia Sandoval as Deputy 
Director of the Minority Business Development Agency (MBDA) 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, economic development, and international trade devc\opment. 
She assi51s in implementing and developing minority business economic development 
initiatives for the Department of Commerce and in the creation of new market-setting 
strategies to better s~rve 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 Empowennent and One-Stop Capital 
Shops. Ms. Sandoval led SBA's national focus on empowering undeserved communities 
through the Empowenllent Zone Initiative. During her tenure as the SBA Director of 
Community Empowennent, 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: Retail Administration at First 
Interstate 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 Chainnan of the Albuquerque Hispano Chamber of Commerce with a 
membership of 1,700 businesses. TIll: Mayor of Albuquerque and the City Council 
appointed her to the Airport Advisory and its intemational subcommittee. Recognizing 
the next level of banking and businesses' extensive need for capital, Ms. Sandoval 
served actively on the hoard of two community development financial institutions, the 
New Mexico Community Development Loan Fund and the WOll1en's Economic Self 
Sufficiency Team (WESST Corp.). Ms. Sandoval also served on the National Hispanic 
Bankers Association '5 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 
is a single mother of two boys, Alejandro and Adrian. 

Paul R. Webher. IV 
Assistant DircctOl' 

!\"linority Business De"elopment Agency 
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Paul R. Webber, IV is currently the Assistant Director orihe Minority Business Development 
Agency (MBDA) at the United States Depanment ofCommercc, In July 1997, Secretary of 
Commerce William Daley apPointed him us ihe Acting Director, Mc Webber was requested 
by the Secretary to rcpl'escnt him at the Fourth African/African-American Summit in Harare, 
Zimbahwe, Before his appointment as Acting Din."Ctor. Mr. Webber served as MBDA's 
Acting Deputy Director and Associale Director for Operations, with responsibility for 
overseeing MBDA's nationwide network of funded Minority and Native Ameri~m Business 
Devc!opment Centers, These Centers provide business assistance to minority fimls in the 
areas of hooding, bidding, estimating. fin~mciIlg, procurement, international trade, 
fnmchising, acquisitions and joint venlurcs, to incn.!usc opportunities in domestic and 
international markets for minority cntr.:pn:ncurs. 

A~ MI3DA's' Assistanl Director, tl.k Wcbb!.:r diro:ts the Agency's minority business 
economic dl!vdopmeflt !ni1iuti\'CS throughout Ihe Uniled States and its territories. Since his 
uppointmenl in January 1995 by tbe late St"Cn:tmy or Commerce Ronald H. Brown, Mr. 
Webber has: demonstrated the Admit)lstrmion's commitment to minority business 
d!.:vclopment by streamlining MBDA's gmnt flward process find leveraging the rC'sourccs of 
the public and private sectors to develop and enhance the Agency's communily-b<t:scd 
initi.uives. He has bcen successful in leading MBDA's reinvention efforts, despite the recent 
reductiom ill MBDA's Congressional budgctmy allowances nnd significant Headquarters 
Slarr reductions. 

Prior to Mr. Webber's aPP(liniment at MBDA, be served as a partner in the law linn of 
Thompson, Hille and Flory in Washington, D,C" where he represented corporate and banking 
clients in g!.:ncrui. civil and commercial litign!ion multers, He was also an 'as~iate wiih the 
1I1w linn of Pohorylt.:$ and Grccnst!.:iu, P.c. in Washington, D.C. where he handlLxlliligallon 
in !';onn!.:l'!it)n with the Jlrm·s banking {LltU fcnl C~li.ltc maHers. Bdole practi'cing law, Mr. 
Webber ~crv<:d as a Law Clerk 10 tbe Hnno~lble Henl)' H, Kennedy, Jr. Al)$l)ciut!.: Judg!.:. 
Superior CoU/1 of :hc District 0: Columbia, where he assiSli.-D Judge Kennedy in both civil 
and criminal matt!.:rs. ' 

Mr. Webber holds a JUI1S Doc1orate from the Howard University's School of Law. in 
Washington. D.C.. nnd a BachdM of AIlS degree in English from Dartmouth College in 
HantlVcr, New Hampshire. He h3S served as Chuinnafl ItH' the District of Columbia Minority 
Business O!}p<Htuntty Commission and as a member of the Board of Governors for the Joinl 
Center tor Political and Economic Sludic<;:_ Inc. 

Mr. Webber is a native of Washington, D,C" where he currently resides with his wife ~HlJ 
two children. 
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UNITED STATES DEPARTMENT OF CONIMeRCE 
Minority Bu.in__ DIMriQpment Agency 
Woshmgto1'. 0 C. 20230 

:/;3
MEMORANDUM FOR Rafael Borras, 

Deputy Assistant Secretary 
Admi!\istratiOn 

"<"/,HWC "-~ 
nom: can Parrott-Fonseca ..... 

Director 

Subject; Reduction in Force (RIP) Plan 

Attached is a copy of the Minority Business Development Agency RIF Plan in accordance 
with DAO·202-3SL 

Attachlnents 
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MINO~ITY BUSINESS DEVELOPMENT AGENCY 

REINVENTION AND REALIGNMENT PLAN 


Consistent with Secretarial and Congressional directives and numerous studies, the MBDA has 
taken steps to reinvent its service delivery vehicles while realigning the Agency's operations to 
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 vehides for business assistance. 
The Plan reduces the Agency's existing emphasis: and reliance on the Minority Business 
Development Center (MBDC) model as a vehicle for service delivery, and fully integrates 
programs that foster minority business opportunities through increased access to resources and 
new markets. The Agency's objective is to link its Federal resources to local 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 bl! redirected to 
its Regional and District offices to c:nsure the effective implementatton of services at the local 
level, 

The Plan has three components: {I) implementing the recommendations from various reports 
and the directives by the Secretary and Congress which direct the Agency to shift its staff 
resources to the local level; (2) developing a funding strategy which enhances and does not 


. replicate existing local capacity for minority business assistance based on the completed series 

of supply and demand studies which identify local minority business needs and capacity; and 

(3) strtngthening the Agency's field office structure to implement and e'xecute this locally
based !:trategy. The Plan requires the MBDA to reorganize and streamline its headquarter 
office and strengthen the professional skill level of its field oftices, The reduction in force 
(RIF) at the ht!adquarters office will reduce staff and lead to tbe elimination or consolidation of 
operating units. The cost savings of the RIF will allow the Agency to concurrently strengthen 
its ability 10 serve the minority ~ntrepreneur at the local leveL 

Tbe objective of this Plan is to maintain the Agency's capacity in minority business 
development and to obtain from the Department or the public sector those services which do 
not necessitate minorily 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 to strengthen personnel skill levels 
at its. Regional and District offices. Employees impacted by the RIF wiH have the opportunity 
to 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 take1l: 

B. Reason: 

c. Organiz.ation and Geographical Description: 

D. Perfonnancc Rating of Records: 

E. Positions to be Abolished: 

r. Employees to be Separated: 

G. Estimated number to be downgraded: 

H. Projected issuance date of RIP notice: 

L Projected effective dale: 

J. Describe Alternative Actions: 

TASKS 

Reduction in Force (RJF) 

The abolishment of POSiriOJi1 alld units results from 
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, design and implementation in the 
field. 

The RIP will only impact 1he Headquarter's 
competitive area. 

All employees have a current performance rating 
of record. 

55 positions are to be abolished, 

An estimated 45-55 employees will be separated. 

An estimated 10-20 employees will be . 
downgraded, 

Between August 30 and September 6, 1996 -. 
Dependent on the conclusion of union 
negotuuions. 

Projected November 9, 1996, 

A Reassignment Plan was developed to reassign 



K. Detat) of any Unusual Situation Factors: 

2. Information Required for Budget Clearances: 

3. C:utMf Date for Freeze of Personnel Action: 

4. Va~ncies: 

5. Develop Communication Plan: 

senior staff members to Regional and District 
Offices. There was strong objection from 
employees and the Union Loca1 to directed 
reassignment of employees from Headquarters to 
field uffices. After reconsideration of MBDA 
organizational needs and budget constraints, the 
Management Team decided to rescind directed 
reassignments and to deve10p an alternative plan. 
This plan requIres a sizable RtF of theHead
quarter staff. The MBDA has been under a hiring 
and promotion freeze since June 7. 1995. 
Employ",s who will be affected by the RIF will 
have the opponunity to apply for new positions 
being established in the Agency's regional arId 
district offices. 

Not Applicable. 

Information wlH be forwarded to 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 
avallabihty of funds and jmmo:hale management 

needs. 

An employee notification meeting was held on 
March 14, 1996, which outlined for headquarter 
empl()yees the action plan (as ofthal date), the 



6. Notification to Union: 

7. Personnel Actions: 

reason for the action, the impact on staff, 
assurance th~t the action was not perfoimance. 
related, the need for continued high levcl ' 
performance where and what kind of assistance 
win be offered to empioyees and employee rights. 
In addition, there will be an "all hands" meeting to 
inform employees of the impending RlF, A 
follow~up information package was previously 
provided to each employee regarding the RIF 
procedures, Employees were notified to update 
personnel records on July 19, 1996. 

MBDA was contacted by memorandum dated 
March 22, 1996, from the Union requesting a copy 
of the RIF Plan. A discussion was held with the 
Union regarding the rescinded rea.-;,signments to the 
RegionaJ and District offices. A meeting with the 
Union ooncerning the RIF is pending. A copy of 
the approved RlF plan and aU other pertinent 
documents will be given to the Union. If the 
Union rc:quests bargaining on the impact'and 
implementation of the RIF, ma.nagement is 
prepared to immediately begin the process. 

All SF-52s for positions being abolished are 
attacbed. 
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MINORITY IlUSINESS DEVELOPMENT,AGENCY 
REINVENTION STRATEGY ' 

I. BACKGROUND 
Secretary Ronald H. Brown set some ambitious reinvention goals 
for MBDA in 1993 and 1994. 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 {MEDe) 
model had created gaps in the scope of assistance programs the 
Agency offered. To that end, MBDA developed a 
Reinvention/Streamlining ?lan (RSP) which would provide for a 
wider spectrum of broad based and one-on-one program activities 
delivered through partnerships with public and private sector 
organizations. 

II. FISCAL YEAR 1996' 

A. Programmatic Chanqes 

The Aqency has developed a two-prong" strategy: (1) a, broad based 
national programs; and (2) locally~tailored service delivery 
vehicles. 

1., Nat.1onal Prog(ams 

This set of pro9rams are geared toward providing increased access 
to industry sectors and resources where minority businesses are 
traditionally underrepresented or underserved~ The five general 
priority areas identified by the Agency for continued development 
are: 

a. Capital Formation 
b. Construction 
c. International Trade 
d. Rural Programs 
e. Internet Delivery Systems 

, f. ' Franchis ing# 

2. Local1y-Tailo~~d servic~ 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 announcements 
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 lever~ge 
community private{ public and nonprofit efforts targeted to 
minority businesses. Primarily there are xour kinds of service 
delivery vehicles: ' 
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a. 	 National Business Development Support 
Projects; 

b. 	 Local Minority Business Opportunity 
Committees; 

c. 	 Local Business Development Centers; 
d. 	 Local Community Based Enhanced Services 

Centers. (See attached, "Draft Program 
Announcements It for descriptl<:>fiS 

B. 	 Administrative Changes 

, 


'The Agency has been preparing for smoother transition into the 
RSP through organizational streamlining. This preparation has 
included staff reductions through,buyouts t discontinued service 
retirements and the elimination of three organizational units. 
These actions reduced staff from 162 to 156 FTE, placing the 
Agency four FTEs below the FY 1996 Conference allowance.' These 
actions also brought the supervisor to staff· ratio' from 1:5 to 
1'10. . 

.The Agency has developed and drafted'a reor9anizational structure 
that will further streamline its operations an~ is planning to 
implement a reduction in force (RTF) as required. It is prepared 
to review these plans given the fact that one half of the FY96 
will have elapsed before any plan can be impllmented. 

III. 	FISCAL YEAR 1997 

A. 	 Proqrammatic 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 
ba'sed on the Adarand y,. Pena decision. For example, the ,MBDA 
anticipates having to serve new I1race neutral" classes of 
minority-owned businesses based on the volume of preliminary 
inquiries by organizations and individuals seeking inclusion in 
MBDA services. Ttierefore, in FY 1997 the MBDA plans to continue 
the shift of resources away from the t~aditional management and 
technical assistance models-and into programs that increase 
access to capital and markets. 

Within FY 1997 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 nec~ssary 
capacity to further implement this national strate9Y~ . In FY 
1997, the MBOA will continue a multi-phased project initiated in 
FY 1996 that will allOW minority firms to access capital and 
market oppo"rtunlties through the use of 'on-line information 
techno'logy via the National InformatIon Infrastructurea This 
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project will be the basis of a national strategy 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 consultants 
and end-users will accomplish 'the national goal of reaching four
five million end-users. 

B. Administrative Changes 

Consistent with the KPHG/Peat HarwicK and Inspector General 
recommendations, the Agency will fill critical pOSitions in'the 
field. This action will allow us to reaffirm our commitment to 
the Agency's field structure essential in our efforts of 
reinvention • 

.. 
, 


