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EXPANDING OPPORTUNITIES FOR WOMEN
ENTREPRENEURS: THE FUTURE OF WOMEN’S
SMALL BUSINESS PROGRAMS

THURSDAY, SEPTEMBER 20, 2007

UNITED STATES SENATE,
COMMITTEE ON SMALL BUSINESS AND
ENTREPRENEURSHIP,
Washington, DC.

The Committee met, pursuant to notice, at 10:04 a.m., in room
428-A, Russell Senate Office Building, the Honorable John F.
Kerry (Chairman of the Committee) presiding.

Present: Senators Kerry, Snowe, Enzi, Dole, and Thune.

OPENING STATEMENT OF THE HONORABLE JOHN F. KERRY,
CHAIRMAN, SENATE COMMITTEE ON SMALL BUSINESS
AND ENTREPRENEURSHIP, AND A UNITED STATES SENATOR
FROM MASSACHUSETTS

Chairman KERRY. We will officially come to order, though you
are the most orderly group yet in the year. Either that, or you are
all asleep; I don’t know.

[Laughter.]

Chairman KERRY. Welcome. We are glad to have you here and
delighted to be able to have this oversight hearing this morning.
I want to thank all of our witnesses for coming here to discuss the
issues that are being faced by women small business owners all
across the country today.

I particularly want to recognize Wendi Goldsmith, the president
of Bioengineering Group, who traveled down here from Salem. I am
glad to see you here and look forward to your testimony about your
experiences in trying to contract with the Federal Government.

This is a classic oversight hearing. It has certain detail and spec-
ificity to it, but this is the purpose of committee oversight on a
topic of enormous importance to women all across the country,
whether they are in small business or not, because it is really a mi-
crocosm of the kinds of problems that women face in a lot of sectors
of endeavor.

Today, there are 7.7 million women-owned firms in the United
States. That means that nearly one-third of all the private firms
in our country are owned by women, and these firms generate more
than $1 trillion in sales and employ more than 7 million people. In
Massachusetts alone, 189,000 firms are contributing $30 billion to
the economy and employing 177,000 individuals. And these num-
bers are on the rise. Women-owned firms increased by 43 percent
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over the last decade, almost double the increase of firms overall in
the country, making them obviously a very important part of our
Nation’s economic well-being.

But despite the good news and the tremendous growth, women-
owned small businesses still continue to have markedly lower rev-
enue and fewer employees than firms, even comparable ones,
owned by men. For instance, only 16 percent of firms with employ-
ees are owned by women. In addition, although 6 percent of busi-
nesses owned by men have revenues of $1 million or more, only 3
percent of all women-owned firms do so. Women-owned firms also
account for less than 3 percent of all Federal contracts even though
they comprise 30 percent of all privately-held firms. That is obvi-
ously an unacceptable ratio.

So today, we are going to be focusing on two programs which
were specifically designed by the Congress, signed into law by the
President, and are today the law of the land, and they are designed
to help more women overcome hurdles and become successful en-
trepreneurs—the Women’s Business Center Program and the Wom-
en’s Procurement Program.

Now, the Women’s Business Center Program has been invaluable
in helping women succeed in business, especially economically and
socially disadvantaged women. No center, I think, has done more
to help women in Massachusetts than the Center for Women in En-
terprise. Its leader, Donna Good, is not only a friend to women in
Massachusetts, but also to this Committee, and she has shared the
concerns of her clients with us on a number of occasions.

Although the Women’s Business Center Program has been a tre-
mendous resource for women, our Committee on both sides of the
aisle has heard from centers that red tape and bureaucracy have
been the norm in their dealings with the SBA. Late grant pay-
ments from the SBA, sometimes even a year or more late, and a
lack of clear guidelines have threatened to weaken the program.

Two recent investigations will shed some light on these allega-
tions. Bill Shear of the Government Accountability Office is here to
discuss the Women’s Business Center Program’s overall strengths
and weaknesses, while Debra Ritt from the SBA’s Inspector Gen-
eral’s Office will discuss their recent investigation of the Women’s
Business Center Program. I requested this IG investigation after
hearing story after story of late payments to Women’s Business
Centers.

We are also going to discuss the implementation of legislation
signed into law in May to make permanent funding available to es-
tablished centers. Back in 1999, when Senator Snowe and I suc-
ceeded in getting the Sustainability Pilot Program signed into law,
getting centers a maximum of 10 years of funding, it was in re-
sponse to calls from Women’s Business Centers that they needed
continuing Federal funding beyond the initial 5 years in order to
succeed. And since we were seeing tremendous success in that rela-
tionship and jobs were being created and revenue was being cre-
ated, it made sense, obviously, to try to extend that.

Since these centers target low-income women and they are un-
able to charge large fees for participation, ongoing Federal funding
is, therefore, critical to many of these centers. Now that we have
ensured that Women’s Business Centers can continue to apply for
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Federal funding beyond the initial 10 years, we need to get this law
implemented now. Established Women’s Business Centers should
not have to wait another year because of bureaucratic delays.

Women have also been waiting for the Federal Government to
make good on its commitment to implement the Women’s Procure-
ment Program. There is just a glaring question of why it has taken
7 years for the Bush administration to put this program in place.
It is insulting. It demonstrates a complete lack of respect and a
lack of belief both in the Congress of good law, as well as the bene-
fits of this program.

Women-owned businesses accounted for less than 3 percent of all
Federal contracting dollars last year, despite the fact that they
comprise over 30 percent of all firms. Congress created the Wom-
en’s Business Procurement Program so that we can help more
women-owned firms break into Federal contracting. The Adminis-
tration has just plain been MIA on this. Failure to implement the
Women’s Procurement Program has cost women businesses at least
$6 billion in lost contracts. It is hard to describe the impact that
$6 billion would make on a lot of folks who are out there struggling
to make ends meet, struggling to survive, struggling to make a
business succeed, and playing by the rules. When bureaucratic in-
efficiency or stubborn ideology or something gets in the way, it just
sends a terrible message to everybody and makes us all look bad.

In May, I urged the SBA to properly use the Rand Disparity
Study as they implemented the Women’s Procurement Program. In
a July hearing, SBA Associate Administrator Paul Hsu said that
the program would be in place by the end of this fiscal year. Well,
September 30 is just around the corner and women small business
owners deserve to know exactly what is happening with this pro-
gram, as does the Congress.

Women entrepreneurs have made enormous strides in the last 20
years. The 45 percent increase in sales among women-owned firms
in Massachusetts alone, in the last decade, is just one example. But
to ensure that women get their fair share of Federal contracts and
overcome the ever-present barriers to accessing capital and busi-
ness networks, programs such as the Women’s Business Centers
and the Women’s Procurement Program play an invaluable role. So
it is essential that the SBA implement these programs and admin-
ister them fairly. I look forward to hearing from our witnesses and
turn now to my Ranking Member, Senator Snowe.

OPENING STATEMENT OF THE HONORABLE OLYMPIA J.
SNOWE, RANKING MEMBER, AND A UNITED STATES
SENATOR FROM MAINE

Senator SNOWE. Thank you very much, Chairman Kerry, for
holding this timely hearing concerning the SBA’s administration of
the Women’s Business Centers and the Women’s Small Business
Procurement Program, as well as for your steadfast leadership that
is so instrumental to this debate.

I would also like to welcome our witnesses here today. This is a
critical hearing when it comes to the Women’s Business Centers.
I know there are a number of issues that we have to explore that
have been underscored by Chairman Kerry here this morning. I
most especially want to welcome Ann Marie Almeida, who is the
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executive director of the Women’s Business Center who has come
here from Maine to testify and I appreciate, Ann Marie, that you
are here.

We are gathered here this morning to probe why the SBA has
failed to provide women entrepreneurs with the assistance that
they require and deserve, and that is also consistent with funding
and statutory obligations. As Ranking Member of this Committee,
I have consistently supported women-owned businesses, as have all
the Committee Members here. We recognize that women make tre-
mendous contributions to our economy. In fact, women-owned busi-
nesses are the fastest-growing segment of our economy. As I have
traveled across my State on many main-street tours, what I see re-
peatedly and consistently are women-owned businesses. These
women’s business owners are revitalizing so many communities
throughout the State.

As a reflection of their success, on May 25, 2007, President Bush
signed into law a bill which included a provision that was offered
by Chairman Kerry and myself along with Senator Sununu, which
impacted the SBA’s Women’s Business Centers. To that end, I
would like to include for the record, unanimous consent, a letter
that was sent by Senator Sununu along with Senator Murkowski,
Senator Lott, Senator Gregg, and Senator Domenici to the SBA
also underscoring their deep dissatisfaction with the failure of the
SBA to administer the new law that was passed last spring.

[The letter referenced above follows:]
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Lmted States Senate

WASHINGTON, DC 20510

September 13, 2007

The Honorable Steven Preston
Administrator

U.S. Small Business Administration
409 3" Street, SW

Washington, D.C. 20416

Dear Administrator Preston,

Women's Business Centers (WBCs) provide valuable support to businesswomen nationwide
seeking to start, expand or improve businesses with a variety of training, counseling and
education programs. In many instances, individual centers can be the first point of contact for
women entrepreneurs seeking to initiate new business ventures. In fact, a significant portion of
recent growth in the number of firms owned or operated by women can be attributed to the
advice and services of WBCs, Continued support for successful centers remains a high priority
for Congress.

In order to ensure continued viability of WBCs, Congress amended current law earlier this year
to allow centers with a proven track record of success to continue to receive federal financial
support. Specifically, Section 29(m) of the Small Business Act, as added by Public Law 110-28,
provides a renewable grant program to support qualified WBCs no longer eligible for support
under two other WBC-related grant programs. These new grants will allow those graduating and
graduated centers to continue to leverage federal funding in order to raise non-public sources of
revenue and meet budgetary needs.

To be clear, Section 29(m) is designed to apply to WBCs ineligible to receive federal funding
soon after the end of fiscal year 2007, subject to the appropriations process. Unfortunately, it is
our understanding that the SBA may not be prepared to provide assistance under this section of
law as intended and perhaps may not award grants under this program until late next year. This
delay will have a negative impact for at least 9 WBCs, which were expecting to be eligible to
apply for funding under the changes made by Congress. As a result, some WBCs may face
closures or be forced to severely curtail services because of the loss of federal funding and the
limited time available to raise additional private funding.

As Senators representing States with WBCs potentially affected by this delay, we seek your
assistance and assurance that the SBA is addressing this matter. If the SBA is unable to truncate
the grant making process under current procedures, we ask to be immediately notified so we may
prepare legislation to rectify this situation.

We thank you in advance for your prompt response and atlention to this matter.

Sincerely,




The Honorable Steven Preston
September 13, 2007

d/wb%zt) Oy
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Senator SNOWE. The legislation was designed to create a 3-year
renewal grant program for Women’s Business Centers. Regrettably,
the SBA has misinterpreted this measure and delayed issuing crit-
ical funds to women business owners seeking assistance. This
morning, I certainly want to make clear, and hopefully we will
make clear to the SBA, that they must execute the renewal grant
program as soon as possible so that women business owners quick-
ly receive the Federal funding they rightly deserve under the new
law.

Making great strides nationwide, women-owned businesses have
breathed new life into our economy, creating jobs with pace-setting
results. Certainly that is true in my State of Maine, as Ann Marie
Almeida, I know, will testify, which is a forerunner for women-
owned businesses. Maine has more than 63,000 women-owned
ﬁrlms creating 75,000 jobs and spurring more than $9 billion in
sales.

Furthermore, there are 10.4 million women-owned businesses na-
tionwide employing more than 12.8 million Americans and gener-
ating $1.9 trillion in revenue nationally. Women are an economic
powerhouse.

So given these tremendous statistics, it begs the question as to
why the SBA is not paving the way for women-owned entre-
preneurs? The latest reports on these issues from the U.S. Govern-
ment Accountability Office and the SBA Inspector General couldn’t
be more instructive. We will raise these issues here this morning.

It is deeply disturbing, for example, that the draft Inspector Gen-
eral’s report indicates that the SBA has disbursed over 500 pay-
ments to the Women’s Business Centers for both new and sustain-
ability grants, but only 25 percent of those payments—about 127
of those 500 grants—were made within the agency’s and the Office
of Management and Budget’s goal of 30 days. The remaining 75
percent of those grants were disbursed between 30 and 300 days
from the date the SBA received the payment request.

So clearly, there are some serious and significant problems with
respect to the way the Small Business Administration is admin-
istering the program and delivering the payments in a timely basis
to the Women’s Business Centers. I certainly want to press SBA on
why there are these untimely distributions of these funds to Wom-
en’s Business Centers. I think it is unacceptable and, frankly, can-
not continue.

Furthermore, individual centers have expressed concerns with
the evaluation process and the dearth of transparency by the Small
Business Administration in terms of how they are ranked to re-
ceive these initial grants. The SBA’s 2008 budget submission as-
serts that the agency’s processes have become more customer-fo-
cused and simplified. This morning, the SBA must provide clari-
fication in terms of how they have made this process more simple,
customer-focused and have included transparency in the process.

Finally, I remain extremely concerned about the SBA’s 6-year
delay in implementing—6 years I might add, and repeat, 6-year
delay of the Women’s Contracting Set-Aside Program. At a previous
Committee hearing in July, the SBA firmly pledged to finally im-
plement this long overdue program by the end of this fiscal year.
Well, Mr. Chairman, as we know, the current fiscal year ends in
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10 days. So this morning, I look forward to a status update from
the SBA on this vital matter for women business owners in Amer-
ica.

I think we are all committed to multiplying the success of
women-owned businesses across our country with the economic op-
portunities and advancements that are achieved because of the
leadership and the resolve of the entrepreneurial women. There-
fore, the SBA should be playing a leadership role in that regard.
That is why I think it is deeply regrettable that we are seeing the
intransigence and the reluctance to administer these programs con-
sistent with the intent and the spirit and the obligations under the
law.

Thank you, Mr. Chairman.

Chairman KERRY. Thank you very much, Senator Snowe.

Senator Dole, Senator Enzi, do you have opening statements you
want to make?

Senator DOLE. Yes, if I may.

Chairman KERRY. Senator Dole.

OPENING STATEMENT OF THE HONORABLE ELIZABETH DOLE,
A UNITED STATES SENATOR FROM NORTH CAROLINA

Senator DOLE. Chairman Kerry, thank you very much, Ranking
Member Snowe, for convening this morning’s hearing on expanding
opportunities for women business owners and entrepreneurs. I
want to thank all of the panelists who are with us today for shar-
ing your expertise and your time with us.

Not that long ago, in fact, Senator Snowe and I remember work-
ing together 25 years ago when I was in the executive branch and
she was in the legislative branch in the House of Representatives,
and what we were doing were identifying and helping to eliminate
vestiges of discrimination in rules and regulations as they applied
to women. So it was not all that long ago that women often faced
an arduous, uphill battle to succeed in a business world that,
frankly, was dominated by men. This was attributed in part to
women’s lack of access to vital resources and information needed
to start and grow a successful business.

But in recent years, the Women’s Business Center Program at
the Small Business Administration has been a driving force behind
positive trends in women-owned business statistics. Women’s Busi-
ness Centers around the country, with grants from SBA, are help-
ing women overcome obstacles and pursue their own dreams of
business ownership.

In North Carolina, where I come from, the number of privately-
held majority women-owned firms grew by 61 percent between
1997 and 2006. This growth is significantly larger than the overall
increase of 39 percent that occurred for privately-held firms during
the same time period. The tremendous growth of women-owned
businesses in North Carolina is linked to the enactment of the
Women’s Business Ownership Act of 1998, which authorized the
Women’s Business Center Program. But problems exist, as we have
heard. It is important that this Committee constantly work to en-
sure that initiatives like the Women’s Business Center Program
are operating effectively and as intended.
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To this end, I applaud the hard work of you, Chairman Kerry
and Vice Chair Snowe, for getting Senate Amendment 187 passed
and signed into law earlier this year. The 3-year renewal program
truly is essential to keeping Women’s Business Centers oper-
ational. I strongly encourage the SBA to fully implement this pro-
gram in a timely manner.

Centers across the Nation must receive the necessary funding to
carry out their mission, and changes are needed to address these
specific problems that have already been raised. No question, po-
tential and current women business owners are critical to our over-
all economy, which thrives on the activity of our Nation’s small
businesses. I look forward to working with my colleagues and the
SBA to build on and improve the Women’s Business Center Pro-
gram. Thank you.

Chairman KERRY. Thank you, Senator Dole. Thank you for your
comments for Senator Snowe and me, and thank you for your com-
ments on the program.

Senator Enzi.

OPENING STATEMENT OF THE HONORABLE MICHAEL B. ENZI,
A UNITED STATES SENATOR FROM WYOMING

Senator ENZzI. Mr. Chairman, I want to thank you for holding
this hearing. I want to commend the two of you for the Amendment
187 and the effect that that could have and should have, and I am
pleased that we will hear testimony today that will allow us to bet-
ter understand the condition of the programs that are supposed to
assist women in starting and operating their own small businesses.
I do think that that is one of the best ways, one of the most hopeful
ways that we have of closing the pay gap.

It has long been known that women wishing to start their own
small businesses face significant challenges. The Women’s Business
Center Program has been successful in improving opportunities for
women to enter small business ownership, and I hope that this
hearing will be able to reveal the areas of greatest need where
these programs can be improved.

I am especially pleased today to welcome a former small business
owner from Wyoming who currently serves as the executive direc-
tor of the Wyoming Women’s Business Center. Since 1999, Rose-
mary Bratton has worked to establish and operate the Wyoming
Women’s Business Center in Laramie. Starting as a project of the
Wyoming Coalition Against Domestic Violence and Sexual Assault,
this has emerged recently as a distinct and separate organization
that has worked to meet the needs of working women across Wyo-
ming. Ms. Bratton will be able to share with us valuable insight
about her experience at starting a business center in a rural State
like Wyoming and working with the Small Business Administration
Office of Women’s Business Ownership.

My experience as a small business owner tells me that providing
consistent and reliable service to your customers is what keeps you
in business. Women’s Business Centers have reported success in
providing services to women when centers are given the appro-
priate resources. They have to have consistent and reliable service,
as well, to stay in business. Lately, these centers have not received
the support in a consistent manner. I trust these proceedings will
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provide the Members of this Committee with a better idea of how
business can be improved with the business centers.

I also look forward to hearing about the status of the Women’s
Procurement Program. For some time, the implementation of that
program has been delayed, and I am interested to know when the
set-aside for women-owned businesses will be available. I cannot
overemphasize the importance of providing women-owned small
businesses access to Federal contracting opportunities. Procure-
ment can be a difficult and overwhelming process for small busi-
nesses who have limited resources.

I thank you for holding this hearing.

Chairman KERRY. Thank you very much, Senator Enzi. I appre-
ciate it.

Administrator Prakash, if you don’t mind, I want to have Mr.
Shear and Ms. Ritt testify first. That gives you an opportunity to
respond to them, rather than the other way around, where we just
ask a lot more questions because of their testimony. I know you are
going to make your statement.

Mr. PRAKASH. That would be fine.

Chairman KERRY. Mr. Shear, why don’t you begin and then Ms.
Ritt.

STATEMENT OF WILLIAM B. SHEAR, DIRECTOR, FINANCIAL
MARKETS AND COMMUNITY INVESTMENT, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE, WASHINGTON, DC

Mr. SHEAR. Mr. Chairman, Senator Snowe, and Members of the
Committee, I am pleased to be here this morning to discuss the
Women’s Business Center Program. The WBC Program provides
long-term training, counseling, networking, and mentoring to
women entrepreneurs, especially those who are socially and eco-
nomically disadvantaged.

Congress created the WBC Program in part due to the finding
that existing business assistance programs for small business own-
ers were not considered adequate to address women’s needs. But
concerns have also been raised about whether SBA’s business as-
sistance programs are duplicating each other’s efforts. The two
other primary business assistance programs that SBA administers
are the Small Business Development Center and SCORE Pro-
grams. Under the terms of the SBA award, WBCs are required to
coordinate with local SBDCs and SCORE chapters when appro-
priate.

This testimony provides preliminary views based on ongoing
work. I will discuss, first, the uncertainties associated with the
funding process for WBCs; second, SBA’s oversight of the WBC
Program, including policies and procedures for monitoring compli-
ance with program requirements; and third, the services that
WBCs provide to small businesses and actions that SBA and WBCs
have taken to avoid duplication of the services offered by the WBC,
SBDC, and SCORE Programs.

In summary, first, until 2007, WBCs were funded on a temporary
basis with the expectation that the centers would become self-sus-
taining. In the most recent period prior to 2007, beginning in 1999,
Congress created a Sustainability Pilot Program to extend funding
an additional 5 years, allowing successful WBCs to receive SBA
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funding for a total of 10 years. However, WBCs continue to face
funding uncertainties. To address these funding uncertainties, re-
cent legislation for the WBC Program replaced the Sustainability
Pilot Program with 3-year renewable grants to WBCs that grad-
uated from the program after 10 years, as well as the current pro-
gram participants.

With respect to our second objective, although SBA has always
had procedures in place to monitor WBCs’ performance and use of
Federal funds, staff shortages from the agency’s downsizing and
limited communication may hinder SBA’s oversight efforts. SBA re-
lies extensively on District Office Technical Representatives, called
DOTRs, to oversee WBCs, but these staff members also have other
job responsibilities and may not have the needed expertise to con-
duct some oversight procedures. In addition, some WBCs also cited
communication problems. For example, some WBCs told us that
SBA did not provide sufficient feedback on their performance.

Third, we found that WBCs we spoke with focused on a different
type of client than the SBDCs and SCORE chapters in their areas.
Consistent with the WBC Program’s statutory authority and SBA
requirements, WBCs generally tailor services to meet the needs of
economically and socially disadvantaged women. In addition, SBA’s
study of WBCs showed that they tended to serve clients with busi-
nesses that had fewer employees and lower revenues than clients
of SBDCs and SCORE. However, based on our review, WBCs ap-
pear to lack guidance and information from SBA on how to success-
fully carry out their coordination efforts. Therefore, opportunities
for SBA to help improve coordination, especially for WBCs that
might find coordination difficult, appear to be present.

Mr. Chairman, this concludes my statement. I would be pleased
to answer any questions.

[The prepared statement of Mr. Shear follows:]
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SMALL BUSINESS ADMINISTRATION

Preliminary Views on Issues Related to the
Women's Business Center Program

What GAO Found

Until 2007, WBCs were funded on a temporary basis for up to 10 years, at
which time it was expected that the centers would become self-sustaining.
Beginning in 1997, SBA made annual awards to WBCs for up to 5 years.
Because of concerns that WBCs could not sustain their operations without
continued SBA funding, in 1999, Congress created a pilot program to extend
funding an additional 5 years. Due to continued uncertainty about WBCs'
ability to sustain operations without SBA funding, in May 2007, Congress
passed legislation authorizing renewable 3-year awards to WBCs that
“graduated” from the program after 10 years, as well as to current program
participants. Like the current awards, the 3-year awards are competitive,
and more centers may be applying for limited doHlars. SBA is currently
revising its award process to incorporate the new program changes.

‘Though SBA has oversight procedures in place to monitor WBCs'
performance and use of federal funds, staff shortages from the agency's
downsizing and limited communication may hinder SBA’s oversight efforts.
SBA relies extensively on district office technical representatives (DOTRs)
to oversee WBCs, but these staff members also have other job
responsibilities and may not have the needed expertise to conduct some
oversight procedures. SBA provides annual training and has taken steps to
adjust its oversight procedures to adapt to staffing changes, but concerns
remain. Some WBCs also cited communication problems, and one study
reported that 54 percent of 52 WBCs responding to the study’s survey said
that SBA could improve its communication with the centers. For example,
some WBCs told us that SBA did not provide sufficient feedback on their
performance.

Under the terms of the WBC award, the centers are required to coordinate
with local SBDCs and SCORE chapters. SBA officials told us that they
expected district offices to ensure that the programs did not duplicate each
other. However, based on our preliminary review, we found that SBA
provided limited gnidance on how to successfully carry out coordination
efforts. Most of the WBCs that we spoke with explained that in some
situations they referred clients to an SBDC or SCORE counselor, and some
WRBCs also took steps to more actively coordinate with local SBDCs and
SCORE chapters to avoid duplication and leverage resources. However,
some WBCs told us that coordinating services was difficult, as the programs
were each measured by the number of clients served and could end up
competing for clients. Such concerns thwart coordination efforts and could
increase the risk of duplication in some geographic areas.

United States A ility Office
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Mr. Chairman and Members of the Committee:

1 am pleased to have the opportunity to be here today to discuss the
Women’s Business Center (WBC) Program. The WBC program, one of
several business assistance programs offered by the Small Business
Administration (S8BA), provides long-term training, counseling,
networking, and mentoring to women entrepreneurs, especially those who
are socially and economically disadvantaged. With a budget of
approximately $12 million in fiscal year 2007, SBA funded awards to 99
WBCs in amounts ranging from $90,000 to $150,000. However, Congress
and WBCs under the program have expressed concerns about whether
WBCs can continue operations without SBA funding and about the
uncertain funding structure of the program. The 5-year funding cycle for
regular awards, which many believed did not offer WBCs enough time to
become self-sustaining, was later supplemented by a pilot program that
provided for an additional 5-year funding cyele for sustainability awards.
But this program too raised concerns because of uncertainty about its
reauthorization and funding.’ In May 2007, to address the uncertainties
about the pilot program, Congress replaced it by allowing WBCs—
including those that had graduated from the program—to receive 3-year
renewable awards.?

As you know, Congress created the WBC program in part due to the
finding that existing business assistance programs for small business
owners were not considered adequate to address women's needs, but
concerns have also been raised about whether SBA's business assistance
programs are duplicating each other's efforts. The two other primary
business assistance programs that SBA administers are the Small Business

"The Women's Business Ownership Act of 1988, Pub. L. No. 100-533, § 201, 102 Stat. 2689,
2690 (1988), creating the Wormen's Business Center program with demonstration projects
that would expire in 1991; the Womer's Business Development Act of 1991, Pub. L. No. 102-
191, § 2, 105 Stat. 1589 (1991), made them 3-year projects. In the Small Business
Reauthorization Act of 1997, Pub. L. No. 1056-135, § 308, 111 Stat. 2592, 2611 (1997), the
projects were extended to five years. The Women's Business Centers Sustainability Act of
1999, Pub. L. No. 106-185, § 4, 113 Stat. 1795, 1796 (1909), created B-year sustainability pilot
projects awarded to WBCs who had completed the first 5-year project.

*The U.S. Troop Readiness, Veterans’ Care, Katrina Recovery, and Iraq Accountability
Appropriations Act, 2007, Pub. L. No. 11028, § 8305, 121 Stat. 112, 209 (2007), amends the
Small Business Act to repeal the sustainability pilot program and to permit WBCs to
receive SBA funding on a continual basis, WBCs currently in the program and those that
have successfully graduated will be eligible to apply for continuous award funding through
3-year renewable awards of up to $150,000 per year.

GAO-07-1244T Women's Business Center Program
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Development Center {(SBDC) and SCORE (formerly called the Sexrvice
Corps of Retired Executives) programs. These programs also provide
training and counseling services to aspiring and existing small business
owners but are not expected to target a particular group. Under the terms
of the SBA award, WBCs are required to coordinate with local SBDCs and
SCORE chapters when appropriate.

In my testimony, I will discuss our preliminary views on these and related
issues affecting the WBC program. My testimony addresses (1) the
uncertainties associated with the funding process for WBCs; (2) SBA’s
oversight of the WBC program, including policies and procedures for
monitoring compliance with program requirements; and (3) the services
that WBCs provide to small businesses and actions that SBA and WBCs
have taken to avoid duplication of the services offered by the WBC, SBDC,
and SCORE programs. My remarks are based on our ongoing work, which
is exploring these issues in more detail.

In conducting this work, we reviewed the legislative history of the WBC
program, GAO's previous reports, SBA’s policies and procedures for
administering the program, and studies of the program conducted by SBA
and external organizations. For the seven WBCs we visited, we reviewed
documentation SBA uses to oversee WBCs and interviewed WBC officials
about their services, relationship with SBA, and coordination with SBDCs
and SCORE. We also interviewed SBA officials about the WBC, SBDC, and
SCORE programs. In addition, we compared the statutory authority for the
3 programs, interviewed a random sample of 17 WBCs about their
services, relationship with SBA, and coordination with SBDCs and
SCORE, and visited 6 SBDCs and the SCORE national office. We discussed
the contents of this testimony with SBA. We conducted our work between
August 2006 and September 2007 in accordance with generally accepted
government auditing standards.

In summary:

< Until 2007, WBCs were funded on a temporary basis for up to 10 years
at which time it was expected that the centers would become self-
sustaining. When the program was created by Congress in 1988, it
began as a demonstration project and then in 1991 Congress authorized
3-year projects. In 1997, SBA was authorized to make annual regular
awards to WBCs for up to 5 years. Because of concerns that WBCs
could not sustain operations without continued SBA funding, in 1999
Congress created a pilot program to extend funding an additional 5
years, allowing successful WBCs to receive SBA funding for a total of
10 years. However, WBCs continued to face funding uncertainties.

GAOQ-07-1244T Women's Business Center Program
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First, because WBCs sometimes established their operations with SBA
funds and depended on SBA funds to leverage other support, many
were concerned about whether they could continue operations after 5
to 10 years of receiving SBA funding. Second, the sustainability funding
was a pilot program that had to be reauthorized each year, creating
uncertainty about whether there was a commitment to continue the
program. Also, in 2007 the Office of Management and Budget (OMB)
reported in its Program Assessment Rating Tool (PART), that frequent
changes by Congress in the WBC program’s funding structure, delays in
extending sustainability funding, and uncertainty about the future had
created challenges for the program.® Recent legislation for the WBC
program replaced the sustainability pilot program with 3-year
renewable awards. WBCs that have “graduated” from the prograrm after
10 years as well as those currently in the regular and pilot sustainability
programs will be able to compete for the new awards, which could
increase competition. In addition, exactly how much funding will be
available in each future 3-year cycle is unclear. But the increased
competition also provides an opportunity for SBA to continue funding
high performing centers. Because the WBC program is a competitive
discretionary award program, WBCs in the program compete annually
for the maximum award amount but continue to receive SBA funds for
the length of the project as long as their performance is satisfactory.
SBA has criteria for ranking new applicants and existing program
participants for awards and is revising its award process to incorporate
the new program changes.

+ SBA has developed written procedures for monitoring the performance
and financial management activities of WBCs, but imbalances in its
allocation of staff resources and ineffective communication may be
limiting assurances that WBCs are in compliance and meeting the
program’s goals. To ensure that WBCs are meeting program
requirements, SBA conducts semi-annual programmatic and financial
examinations and requires that WBCs submit quarterly reports
describing their progress in meeting annual performance goals and
financial reports showing program expenses that qualify for SBA
reimbursement. To carry out these oversight responsibilities, SBA
relies extensively on district office technical representatives (DOTRs),
but the current allocation of responsibilities for oversight may not be
effective, given the staff levels and expertise in SBA’s district offices.
First, there are concerns that DOTRs may have too many

*0MB, Program Assessraent: Women's Business Centers, hitp/www. expectmore.gov
{accessed February, 6, 2007). .

GAO-07-1244T Women's Business Center Program
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responsibilities to be effective. Those we met with all performed other
full-time agency responsibilities in addition to overseeing WBCs in their
districts. Second, DOTRs conduct the programmatic and financial
examinations for SBA, but there have been some guestions about
whether DOTRs have the expertise to conduct the financial
component. Third, though most WBCs we interviewed spoke positively
of their relationship with their DOTR, several told us that the reduction
in district office staffing related to SBA’s downsizing in recent years
had led to staff changes. As a result, there are concerns that some of
the newer DOTRs might not have relevant oversight experience. SBA
has taken some steps to adjust its oversight procedures to adapt to the
changes in staffing in the district offices, but DOTRs continue to have a
wide range of responsibilities that they may not be equipped to carry
out effectively. In addition sorne WBCs told us that cormmunication
with SBA headquarters officials was not meeting all of their needs and
one study we reviewed reported that 54 percent of 52 WBCs surveyed
said that SBA could improve its communication with the centers. To
communicate with WBCs, the Office of Women's Business Ownership
(OWBO) conducts monthly conference calls with WBCs and DOTRs
and uses email to communicate policy changes and to request
information. Some WBCs cited problems with these efforts. For
example, some WBCs said that the conference calls were not a
comfortable forum for asking questions, and that some of the email
communications were confusing and did not always explain why
information was being requested. Also, some WBCs said that SBA did
not provide sufficient feedback on their performance.

We found that the WBCs we spoke with focused on a different type of
client than the SBDCs and SCORE chapters in their areas. Consistent
with the WBC program’s statutory authority and SBA requirements,
WBCs tailor services to meet the needs of economically and socially
disadvantaged women. SBA’s study of WBCs showed that they tended
to serve clients with businesses that had fewer employees and lower
revenues than clients of SBDCs and SCORE. As described by the terms
of the SBA award, WBCs are required to coordinate with local SBDCs
and SCORE chapters. In addition, SBA officials told us that they
expected district offices to ensure that the programs did not duplicate
each other. However, based on our review, WBCs appear to lack
guidance and information from SBA on how to successfully carry out
their coordination efforts. Most of the WBCs that we spoke with
explained that in some situations they referred clients to an SBDC or
SCORE counselor, and some WBCs also took steps to more actively
coordinate with local SBDCs and SCORE chapters to avoid duplication
and leverage resources. We learned that WBCs used a variety of

GAQ-07-1244T Women's Business Center Program
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approaches to facilitate coordination, such as memorandums of
understanding, information-sharing meetings, and co-locating staff and
services, However, some WBCs expressed concerns related to
coordinating services with SBDC and SCORE. Some WBCs told us that
coordinating services could be difficult because the programs are each
measured by the number of clients they serve, resulting in competition
among the service providers in some locations. Other WBCs told us
that they were unsure how they could effectively co-locate with an
SBDC. Such concerns thwart coordination efforts and could increase
the risk of duplication in some geographic areas.

Background

The WBC program is administered through the Office of Women's
Business Ownership (OWBO) in SBA's Office of Entrepreneurial
Development (OED). The program was established by the Women's
Business Ownership Act of 1988 to provide long-term training, counseling,
networking, and mentoring to women who own businesses or are potential
entrepreneurs after Congress found that existing business assistance
programs for small business owners were not addressing women's needs.
The program’s goal is to add more well-trained women entrepreneurs to
the U.S. business community and to specifically target services to women
who are socially and economically disadvantaged. In fiscal year 2007, SBA
funded 99 WBCs throughout the United States and ifs territories.

Private nonprofit organizations are eligible to apply for funds to set up
‘WBCs, and successful applicants are initially awarded cooperative
agreements for a maxiraum of 5 years. WBCs must raise matching funds
from nonfederal sources such as state and local public funds, private
individuals, corporations and foundations, and program income derived
from WBC services.” In the first 2 years of the 5-year award, each WBC is
required to match SBA award funding at one nonfederal dollar for each
two federal dollars. In the last 3 years, the match is one nonfederal dollar
for each federal dollar. WBC award amounts cannot exceed $150,000 each
fiscal year per recipient. Award amounts may vary depending upon a
‘WBC’s location, staff size, project objectives, performance, and agency
priorities.

WBC funding is performance-based, and each additional 12-month budget
period beyond the initial award may be exercised at SBA's discretion.

*When permissible under the terms of the Community Development Block Grant (CDBG)
program, CDBG funds may also be used to match a WBC award,

GAQ-07-1244T Women's Business Center Program
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Among the factors involved in deciding whether to exercise an option for
continued funding are the availability of funds, the extent o which past
WBC funds were spent, and satisfactory performance against SBA-
established performance measures, including the number of clients served
and the number of jobs created. WBCs are required to provide this
performance data to SBA in quarterly reports.

In the Women's Business Centers Sustainability Act of 1899, Congress
established the sustainability pilot program because of concerns that
WBCs could not become self-sustaining in b years and needed continued
SBA funding. Under the sustainability pilot program, WBCs that had been
recejving funding for 5 years could receive sustainability awards for an
additional 5 years. Criteria for receiving awards under the pilot program
were similar to those for receiving the initial awards. WBCs were assessed
on their record of performance and had to provide nonfederal matching
funds equal to one dollar for each federal dollar. Unlike the WBC regular
award, WBC sustainability award amounts could not exceed $125,000 each
budget year per recipient. As noted earlier, Congress recently replaced
these sustainability awards with 3-year renewable awards of not more than
$150,000 each year per recipient. SBA has not yet begun making these new
awards.

In addition to the WBC program, SBA’s SBDC and SCORE programs also
provide training and counseling services to small business clients. The
SBDC program was created by Congress in 1980. SBDC services include,
but are not limited to, assisting prospective and existing small businesses
with financial, marketing, production, organization, engineering, and
technical problems and feasibility studies. Each state and U.S. territory
has a lead organization that sponsors and manages the SBDC program.
The lead organization coordinates program services offered to small
businesses through a network of centers and satellite locations in each
state that are located at colleges, universities, community colleges,
vocational schools, chambers of comrerce and economic development
corporations. In fiscal year 2007, the SBDC program received $87 million
to make awards to 63 lead SBDCs throughout the United States.”

The SCORE program was founded in 1964 as a nonprofit organization.
Under the Small Business Act, as amended, SCORE is sponsored by and

“The 63 lead centers include one in every state (Texas has four and California six), the
District of Columbia, Guary, Puerto Rico, Samoa and the U.S. Virgin Islands.

GAD-07-1244T Women's Business Center Program
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may receive appropriations through SBA. The SCORE program is designed
to provide free expert advice to prospective and existing small businesses
in all aspects of business formation, advancement, and problem solving.
SCORE counselors are volunteers who assist clients through a Web site,
SCORE chapter offices, SBA district offices, and other establishments. In
fiscal year 2007, the SCORE program received $5 million to support its
activities and currently has 389 chapters throughout the United States.

Recent Legislation
Addresses Some
Concerns about the
WBC Program’s
Funding

Recent legislation addresses concerns about long-term funding for WBCs,
but prior to this legislation, the funding structure had been in flux since
the program’s inception in 1988. In establishing the WBC program in 1988,
Congress authorized SBA to help private nonprofit organizations conduct
projects that benefit small business concerns owned and controlled by
woraen. The 1988 act allowed for demonstration projects that terminated
in 1991. However, in 1991, Congress authorized SBA to make awards for 3-
year projects, and in 1997 Congress authorized SBA to make awards to
WBCs for 5-year projects. In its 1999 reauthorization of the WBC program,
as noted earlier, Congress added B-year sustainability funding for WBCs
that successfully completed 5-year projects to provide additional time for
the centers to becorme self-sustaining. Because the WBC programis a
competitive discretionary award program, WBCs in the program compete
annually for the maximum award amount but continue to receive SBA
funds as long as their performance is satisfactory.

WBCs that we spoke with identified two related factors that have largely
been responsible for their funding uncertainties. First, because until
recently the WBC program offered limited-term funding-—in contrast to
the SBDC and SCORE programs, which receive continuous funding—
WBCs “graduated” from SBA support after 5 or 10 years. Several WBCs
that we spoke with expressed concern about the funding term limits and
pointed out that the SBDC and SCORE programs do not have the same
limits, even though SBA also administers those programs. Some WBCs in
both the regular and sustainability programs also said that they were
concerned about their ability to continue operations after losing SBA
support. Second, Congress did not make the additional 5-year term for
sustainability funding permanent. Instead, Congress extended the pilot
program with each SBA reauthorization, creating uncertainty that limited
SBA’s ability to manage the program effectively and causing concermn
among the WBCs theraselves. Several WBCs said that they were concerned
that sustainability funding was not a permanent aspect of the WBC
program.

GAO-07-1244T Women's Business Center Program
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Several of the WBCs that we spoke with said that funding uncertainties
made it difficult to establish an annual program budget with performance
goals. Each year, SBA requires that WBCs participating in its program
submit project-year proposals with performance goals in anticipation of an
award. WBCs are not guaranteed funding each year because SBA makes
awards each year at its discretion. Also, because the program is
competitive and performance based, WBCs may receive varying award
amounts each year. As noted, WBCs in the regular program can receive
annual awards up to $150,000, and those in the sustainability program can
receive annual awards up to $125,000.

OMB's 2007 PART report found that frequent changes by Congress in the
WBC program’s funding structure, delays in extending sustainability
funding, and uncertainty about the future had created challenges for the
program.® OMB's report also noted that SBA had taken steps to foster
more consistent management of the WBC program but added that long-
term planning was problematic because of the program’s funding
structure. When we spoke with officials at OMB, they emphasized that
SBA appeared to be making a significant effort to assist WBCs, given the
program’s limitations. They also noted that the funding challenges that
WBCs faced after graduating from the sustainability pilot could be related
to the fact that these organizations operate resource-intensive programs
and collect nominal reveniues in program fees, largely because of their
focus on economically disadvantaged clients, causing them to rely heavily
on external support.

Our preliminary review indicates that WBCs that perform satisfactorily
continue to receive funds until they complete the program, and SBA
indicates that it will fund WBCs through the project term, subject to
availability of funds. But SBA officials in headquarters and the district
offices were aware of the challenges WBCs faced in planning annual
budgets without knowing how much they would receive or whether
sustainability funds would continue to be available. In discussing the WBC
program’s limited term funding, some SBA district office officials
emphasized that the agency had invested in creating successful WBCs and
should be working to make those that performed well permanent SBA
partners.

®0OMB, Program Assessment: Women's Business Centers, hitp://www. expectinore.gov
{accessed, February 8, 2007).
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Recent legislation for the WBC program replaces the sustainability pilot
prograra with 3-year renewable awards, providing an opportunity for SBA
to continue funding WBCs. Current program participants and those that
have successfully graduated will be eligible to apply for continuous
funding through these awards. The award process will remain competitive
and the number of organizations competing could increase while SBA’s
annual budget for the WBC program may not increase beyond the
approximate $12 million provided in the last 5 years. However, increased
award competition provides an opportunity for SBA to continue funding
high-performing centers. Prior to the new program changes, SBA officials
emphasized that the WBC program is the agency’s only performance based
program and said that they believed this provided an incentive for WBCs
to continuously improve. SBA officials told us that by the end of fiscal year
2007, 26 WBCs would have graduated since the beginning of the program.
SBA has criteria for ranking new award applicants and performance-based
criteria for placing existing program participants into three funding
categories for annual awards. As a result of the new legislation, which
allows graduated WBCs to re-enter the pool of applicants for continuous
funding and which changes the existing 5-year sustainability project terms
going forward, SBA has begun revising its existing award process. SBA
Jjust completed making WBC awards for fiscal year 2007 to fund activities
in fiscal year 2008, and SBA officials told us that they plan to begin
providing the 3-year renewable awards in fiscal year 2008.

Imbalances in SBAs
Staff Resources and
Ineffective
Communication with
WBCs Could Reduce
the Effectiveness of
Oversight Procedures

Our preliminary review found that SBA had developed written procedures
for monitoring the performance and financial management activities of
WBCs and has taken steps to measure the WBC program'’s effectiveness.
Since 1997, as a condition of continued funding, SBA has been required to
assess WBCs' performance af least annually through programmatic and
financial examinations.” SBA also requires that WBCs submit performance
and financial reports quarterly to describe their progress in meeting
annual performance goals and to detail program expenses that qualify for
SBA reimbursement. Some of the performance data that SBA collects from
WBCs are reported in the agency’s annual performance reports through
several output and outcome measures that are meant to evaluate the WBC
program’s performance and effectiveness. As part of a broader impact
nent of its business assistance programs, in 2004, SBA initiated a 3-

“Small Business Reauthorization Act of 1997, Pub. L. No. 105-135, Section § 308(a), 111 Stat.
2592, 2611 (1997); see also 15 U.S.C. Section § 656(h).
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vear longitudinal study of the WBC program, surveying clients served by
WBCs nationwide.

SBA relies heavily on District Office Technical Representatives (DOTRs)
to carry out oversight responsibilities, but our preliminary review suggests
that the downsizing of SBA’s staffing may have created challenges for
DOTRs in fulfilling their assigned responsibilities. District directors
currently assign the role of DOTR as a collateral duty to district office
staff. In 2001, we reported that DOTRs had been given an increased role in
assessing WBCs' performance to ensure that the programs were fiscally
sound and functioning smoothly. To this end, we reported that DOTRs
were receiving intensive training each year at the postaward conference at
SBA headquarters on how to monitor the WBCs’ programmatic and
financial activities. DOTRs are expected to conduct the WBC's
programmatic and financial examinations semiannually, but also have
other program duties and full-time agency responsibilities. SBA has a list
of 23 responsibilities for DOTRs, some of which involve oversight,
including (1) reviewing the WBC's requests for project revisions, (2)
determining the extent to which the WBC is meeting the match
requirement, (3) reviewing the scope and quality of services provided to
clients, (4) reviewing all WBC signage and media, and (5) helping to
resolve problems. DOTRs are also expected to act as advocates for the
WBCs within their district. Some of the DOTRS’ responsibilities related to
this role include (1) ensuring that the district office displays and
distributes WBC brochures; (2) collecting success stories from WBCs to be
used for publicizing the program; and (3) including WBCs in district office
conferences, workshops, and other events for women business owners.

The DOTRs' total responsibilities for the WBC program appear to be
substantial, particularly since this oversight is a collateral role. Given
SBA’s downsizing in recent years, some DOTRs may have more
responsibilities than they had in the past to perform their WBC program
duties effectively, and others new to the role may lack the necessary
experience and training. Although most WBCs we interviewed spoke
positively of their relationship with their DOTR, several told us that the
reduction in district office staffing had led to changes, including assigning
DOTR responsibilities to a different district office staff member. DOTRs
still attend required training for the WBC program annually at SBA
headquarters, and SBA provides them with a handbook to assist them in
performing their duties. However, district office staff at one location felt
that DOTRs were not adequately trained to conduct the financiat
component of WBC prograramatic and financial examinations and told us
that SBA headquarters had previously coordinated financial examinations

GAQ-07-1244T Women's Business Center Program
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for WBCs.? When we followed up with OWBO officials, they said that in
2004 a requirement was added that WBCs’ financial records be certified
annually by a certified public accountant (CPA), both because the agency
recognized that some DOTRs lacked this expertise and because of isolated
incidents of mismanagement of WBC award funds. OWBO officials also
said that they were coordinating with SBA’s Office of SBDCs, which is also
under OED, to use SBDC financial examiners for these onsite financial
reviews of WBCs but added that recently there had not been enough staff
to do all of the reviews. The officials also said that OED was reviewing
how future financial audits for all of SBA’s business assistance programs
would be conducted.

Our preliminary review found that SBA had taken some steps to adapt
program oversight procedures to staffing changes in district offices. For
example, before January 2007 DOTRs conducted programmatic and
financial examinations four times a year, and SBA switched to semiannual
examinations to conserve its staff resources. In March 2007, SBA also
revised its reporting procedures for WBCs to strearnline communication
and reduce review and processing times. For example, WBCs had
previously submitted quarterly financial reports with reimbursement
requests through the district office but now submit them directly to OWBO
and copy the district office. These and other revisions that SBA has made
to date appear to have been made on an as-needed basis and were not part
of a strategic process or plan to revise its oversight activities.

WBCs also cited concems about cormmunication with SBA. One study that
we reviewed reported that 54 percent of 52 WBCs surveyed said that SBA
could improve its communication with them.” OWBO, which administers
the program, conducts monthly conference calls with the WBCs and
DOTRs, but some WBCs said that the calls were not a good forum for
asking questions though the topics covered in the call may raise questions.
QOWBO also uses email to communicate policy changes and make interim
information requests, but several WBCs said these communications often
came without sufficient explanation and mentioned areas in which policy
changes or program requirements were unclear. The study specifically
noted that better communication should include an effort to seek
information from WBCs on how SBA's frequent information requests and

*SBAT ters still coordi bi 1 financial audits for SBDCs.

*Center for Women's Leadership at Babson College, “The Impact and Influence of Women's
Business Centers in the United States,” April 2005,
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policy changes impacted WBC operations. Some WBCs also told us that
they were not sure how well they were performing because they did not
receive feedback on semi-annual examinations or the reports they
submitted quarterly to SBA. SBA officials told us that they are aware of
this concern and are taking steps to make the performance-based funding
process more transparent.

WBCs Make Some
Efforts to Coordinate
with SBDCs and
SCORE but Appear to
Lack the Guidance
Needed to Improve
These Efforts

Based on our preliminary review, we found that the WBCs we spoke with
focused on a different type of client than the SBDCs and SCORE chapters
in their areas, and several WBCs actively coordinated with the other
programs to avoid duplicating services, But based on our review to date,
the centers appear to lack guidance and information from SBA on how to
successfully coordinate. Consistent with the WBC program’s statutory
authority and SBA requirements, WBCs tailor services to meet the needs of
economically and socially disadvantaged women. According to one
academic study and WBCs we reviewed, WBCs offered services
emphasizing financial literacy and more intensive long-term business plan
training.” Through our work, we also found that WBCs tended to serve
smaller businesses with fewer employees and lower revenues than SBDCs
and SCORE. According to an SBA study of WBCs, WBC clients had
businesses with an average of 2.5 employees that produced average annual
revenues of $63,694, while other SBA business assistance programs served
businesses with an average of 4.5 employees and $175,076 in annual
revenue.”

Most WBCs told us that they referred clients to the SBDCs and SCORE
when appropriate, and several coordinated services with the other
programs to leverage resources and avoid duplication. SBA officials told
us that they expected district offices to ensure that the programs did not
duplicate each other, and the program requirement suggests that WBCs
can promote coordination through co-sponsorship arrangements or
memorandums of understanding. However, SBA has not provided detailed
guidance explaining how WBCs could effectively coordinate with SBDC
and SCORE. Lacking such guidance, WBCs used a variety of approaches to

YCenter for Women's Leadership at Babson College, “The Impact and Influence of
‘Women’s Business Centers in the United States,” April 2005.

1'SBA, Office of Entrepreneurial Development, “Initial Impact Study of Entrepreneurial
Development Resources,” November 29, 2004.
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facilitate coordination. Some coordination efforts were initiated by local
business assistance providers, including WBCs, and involved a
memorandum of understanding or regularly scheduled meetings. For
example, 2 WBC in Wisconsin coordinated with SBDC, SCORE, and other
small business service providers in the area to develop a detailed triage
system for small business clients in their area. In order to better
coordinate services, the WBC and other Wisconsin business assistance
providers developed a flow chart to help service providers divide
resources and determine where to refer customers. In some cases, we
found that the SBA district office was active in the coordination effort and
participated in regular meetings or organized events that included all of
the programs. Several WBCs were co-located with an SBDC, allowing the
two programs to benefit from shared office space and other resources.

However, our preliminary review also found that some WBCs experienced
challenges in their attempts to coordinate services with SBDC and SCORE.
Some WBCs told us that coordinating services could be difficult. Several
WBCs told us that they had considered co-locating or sharing space with
an SBDC or SCORE chapter in order to reduce costs but feared that co-
location would inhibit the WBC’s ability to maintain its identity and reach
its target client group of low-income women. WBCs and SBDCs are both
measured on the number of clients that participate in small business
training and counseling services, and one WBC told us that co-location
would cause WBCs to compete for clients. Also, in some instances SBA
encouraged WBCs to provide services similar to those that SBDCs were
already providing to small businesses. For example, one WBC told us that
staff were encouraged to develop a government procurement curriculum
although an SBDC in their area was already providing this service to small
business clients. These concerns and uncertainties thwart coordination
efforts and could increase the risk of service duplication in some
geographic areas.

Mr. Chairman, this concludes my prepared statement. I would be pleased
to respond to any questions that you or other members of the Coramittee
may have,
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Chairman KERRY. Thank you very much, Mr. Shear. That was a

good summary.
Ms. Ritt.

STATEMENT OF DEBRA S. RITT, ASSISTANT INSPECTOR GEN-
ERAL FOR AUDITING, U.S. SMALL BUSINESS ADMINISTRA-
TION, WASHINGTON, DC

Ms. RrTT. Chairman Kerry, Ranking Member Snowe, and Mem-
bers of the Committee, I am pleased to be here today to discuss the
Small Business Administration’s grant program for Women’s Busi-
ness Centers. My testimony is based on work we recently com-
pleted at the Chairman’s request that examined concerns raised by
many of the Senators about the timeliness of grant disbursements.
I will address the extent of payment delays, their causes and pos-
sible solutions, as well as share our observations about opportuni-
ties to streamline the grant award process.

SBA awards two types of grants under the program, new grants
that are competitively awarded and funded for up to 5 years, and
sustainability grants, which provide another 5 years of funding.
Our audit disclosed that SBA was consistently late in disbursing
grant funds and that the percentage of current delays had in-
creased from the previous year. In fiscal year 2006, SBA disbursed
only 25 percent of grant payments within OMB’s goal of 30 days,
and in fiscal year 2005, only 40 percent were disbursed timely. The
remaining payments were disbursed between 30 days and up to a
year following receipt of payment requests.

Not all payment delays were the fault of SBA, however. Some re-
quests were incomplete or contained errors due to the complexity
of the required documentation or failure to follow agency guidance.
That aside, we identified four major reasons for late payments,
most of which were a consequence of poor coordination and commu-
nication between SBA’s Program Office, which performs an initial
review of the payment request, and its Grants Office, which pro-
vides the final approval to draw down awarded funds.

First, payment delays were caused by the agency’s varying inter-
pretation of the payment requirements. The Program and Grants
Offices differed in their understanding of the information needed
for payment and often provided centers with inaccurate or con-
flicting information. The two offices also did not collaborate fully in
the development of program handbooks used to guide WBCs
through the payment process and introduced new requirements
that were not communicated to the centers.

We believe the Program and Grants Offices should enter into a
formal agreement on the proper interpretation of the payment re-
quirements and the process for updating them and communicating
changes to WBCs. Alternatively, SBA should consider placing grant
specialists within the Program Office or outsourcing the grants
payment function.

Secondly, the ability of either office to reject payment requests
resulted in the denial of payment before both offices had completed
their reviews. For example, payment requests were rejected by the
Program Office and returned to the WBC only to be rejected a sec-
ond time by the Grants Office upon resubmission. These rejections
caused a cascading delay in the approval of subsequent requests,
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as past payments had to be disbursed before new ones could be ap-
proved.

We recommend that both offices complete their reviews before re-
jecting a payment to reduce the constant shuffling of paperwork be-
tween their offices, as well as between the agency and the WBCs.

A third cause for delays related to payment requests being re-
turned and resubmitted through the mail when corrections were
needed. SBA also denied payment no matter how small the error.
For example, the Grants Office rejected a request over a $30 ex-
pense that was charged to the wrong line item. Automating the ap-
plication process would expedite the filing of requests and prevent
them from becoming lost in the mail. Automated checks could also
be performed to ensure that the applications were complete and
free of mathematical errors before submission.

Finally, SBA lacked an effective tracking mechanism to identify
when a payment request was received, where it was in the process,
and whether the request was processed timely. Each office review-
ing the payment request maintains separate logs which prevented
tracking of the requests through the full review and approval cycle.
A centralized payment tracking system would improve SBA’s abil-
ity to manage the timeliness of its reviews and respond to center
inquiries.

While not the focus of our review, we also would like to share
a few observations about opportunities we saw to streamline the
grant award process. We believe the grant opportunity can be an-
nounced earlier in the year. SBA generally delays posting of the
announcement until after it receives its appropriations—when it
knows how much funding will be available and the percentage to
be apportioned to sustainability grants. However, the announce-
ment is largely boilerplate and the funding levels and formulas are
not required information to post the grant opportunity.

Next, organizations responsible for approving the grant an-
nouncement should conduct their reviews concurrently. Before SBA
can announce the grant opportunity, the Program and Grants Of-
fices, as well as counsel must review the appropriations language
and announcement to ensure that any changes in requirements are
identified and accurately reflected in the announcement. These re-
views generally take up to 3 to 4 months, as one office has to com-
plete its review before the next office’s review can begin.

Lastly, SBA should evaluate proposals involving option year
funding earlier in the year. We noted that SBA places all returning
grantees on the same evaluation schedule as new entrants, even
though they do not compete for funding. Because SBA only needs
to verify that the WBC is performing in accordance with its pre-
approved plan, it can evaluate its performance earlier in the year
so that once the center provides an acceptable budget and appro-
priations are received, the grantees can request payment.

Mr. Chairman, this concludes my statement and I would be
happy to answer any questions that you have.

[The prepared statement of Ms. Ritt follows:]
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Testimony of
Debra S. Ritt
Assistant Inspector General for Auditing
U.S. Small Business Administration

Before the
Commiittee on Small Business and Entrepreneurship
United States Senate
September 20, 2007

Chairman Kerry, Ranking Member Snowe and Members of the Committee,

I am pleased to be here today to discuss the Small Business Administration’s (SBA)
grant program for Women’s Business Centers (WBC). Under this program, eligible
organizations can obtain Federal grants to create and operate centers that provide
training and counseling services to women who own businesses or who are
contemplating business ownership. SBA awards two types of grants to WBCs—new
grants that are competitively awarded annually and funded for up to 5 years, and
sustainability grants, which provide funding for another 5-year period. Because these
grants provide an important source of funding for the centers, a steady stream of
grant funding is needed to keep them in operation. However, WBCs have voiced
significant concerns about delays in grant payments made by SBA.

My testimony today is based on work we recently completed, at this Committee’s
request, on the timeliness of SBA grant disbursements. I will address the extent of
payment delays, their causes, and possible solutions; as well as share our
observations about opportunities to streamline the grant award process.

Widespread Delays Occurred in the Disbursement of FY 2005 and
FY 2006 Grants

We found that SBA was consistently late in disbursing grant funds, and that the
percentage of late payments in Fiscal Year (FY) 2006 had increased from the
previous year. InFY 2006, SBA disbursed over 500 payments to WBCs for both
new and sustainability grants, but only 25 percent of these payments were made
within the Office of Management and Budget’s goal of 30 -days. The remaining 75
percent were disbursed from 30 to 353 days following the receipt of payment
requests. By comparison, 40 percent of grant payments made in F'Y 2005 were on
time.

While fewer delays occurred in FY 2005, two WBCs had to wait 340 days for
payment. These delays caused WBCs to lay off staff, abandon vendors, and curtail
operations to stay in business. They also had to seek funding elsewhere, such as from
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parent organizations and bank lines of credit, while attempting to resolve matters
with SBA.

Payment Delays Were Largely Attributable to the Lack of Coordination and
Communication between SBA’s Program and Grants Offices

We identified four major reasons for late payments, most of which were a
consequence of poor coordination and communication between the two SBA offices
that process payment requests—the Office of Women’s Business Ownership (the
program office) and the Division of Procurement and Grants Management (the grants
office). The program office performs an initial review of the payment request and
the grants office provides the final approval to draw down awarded funds.

The inability of these offices to work in an integrated fashion, combined with other
flaws in the payment process, caused paperwork to be rejected or lost. WBCs also
did not always follow Agency guidance in completing their requests. While not all
of the delays were SBA’s responsibility, we noted that the underlying reasons were
largely associated with the following issues:

* The Agency’s interpretation of the payment requirements frequently changed
throughout the fiscal year without being properly communicated to WBCs.

¢ Payment requests were rejected before both offices had performed a complete
review of the submission, causing WBCs to submit their paperwork multiple
times, and triggering restarts of the Agency’s payment approval process. This
created opportunities for the paperwork to get lost in transit. Payment
rejections also caused cascading delays in the approval of subsequent
payment requests,

« When payment requests were rejected, the entire original package, and
corrected versions were mailed back and forth between SBA and the WBCs
instead of only correcting the document(s) affected. SBA also held up the
entire payment regardless of the size of the error.

o The Agency lacked an integrated tracking mechanism to identify when the
payment request was received, where it was in the review process, and
whether a disbursement had been made within OMB’s 30-day requirement.
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The Agency’s Interpretation of the Payment Requirements Frequently Changed afier
Grant Award

Delays occurred in grant disbursements because SBA’s interpretation of the payment
requirements frequently changed throughout the year. The program and grants
offices differed in their understanding of the information that WBCs had to submit to
get paid, and frequently provided WBCs with inaccurate information. For example,
one WBC submitted a payment request three separate times in response to conflicting
instruction from the two SBA offices about how to report the cost of staff salary,
resulting in a 4-week delay in receiving payment. Another WBC had to wait 300
days to get paid until the program and grants offices resolved their differences over,
among other things, whether the original reports from audits of the WBC or copies
were needed to process the payment. The two offices also did not collaborate fully in
the development of payment requirements described in program handbooks that are
distributed to WBCs during mandatory training.

After the handbooks were distributed and the WBCs had completed training, the
program and grants offices frequently introduced new requirements for payment
requests and did not properly communicate these changes to the WBCs. For
example, one WBC had to re-submit its payment request because its paperwork did
not adhere to revised requirements for itemizing travel expense details, which had not
been communicated in time for the submittal to be corrected.

We also noted that in reviewing payment requests, the two offices used separate
checklists, each addressing different aspects of the payment requirements as they
pertained to their areas of responsibility. Because the program office performed the
initial review of payment requests to ensure completeness, the program office needed
to know what information the grants office considered in its review as well as any
changes that were made in grant requirements.

To ensure a common interpretation of the program requirements and their effective
communication to WBCs, we believe the program and grants offices should enter
into 2 Memorandum of Understanding (MOU) documenting the Agency’s
interpretation of the payment requirements and establishing a process for updating
and communicating any changes in requirements to WBCs. Alternatively, if an
acceptable agreement is not possible, SBA should consider placing grant specialists
within the program office or outsourcing the grants payment function. Finally,
SBA’s program and grants offices should use a single consolidated checklist to
perform reviews of payment requests.



33

Rejection of Payment Requests Frequently Occurred Before Both the Program and
Grant Offices Completed Their Reviews, Creating Multiple Restarts

The misunderstanding between the program and grants offices on appropriate
requirements for payment requests, combined with the ability of either office to reject
the requests, resulted in the denial of payment before both offices had completed
their reviews. The payment approval cycle allows a request to be rejected initially by
the program office and returned for correction to the WBC before being reviewed by
the grants office. Requests can also be approved by the program office and
subsequently rejected by the grants office for return to the WBC.

Because payment requests can be rejected at any stage of the review cycle,
applications were returned to WBCs more than once. For example, the program
office noted an error in a payment request made by one WBC and advised the WBC
that a correction was needed. After the correction was made, the grants office
rejected the request. Consequently, the payment review process does not operate as a
continuum the way it should, but rather as two distinct processes.

Paperwork rejections also caused a cascading delay in the approval of subsequent
payment requests. SBA requires that each new request for payment include
information on prior grant payments. If a payment has not been received on a prior
submittal, the WBC will not have the information it needs to process its current
request.

We believe that payment requests should undergo a complete review by both the
program and grants offices. Both offices should agree on whether a request is
defective before returning the rejected request to the WBCs for correction. This
would ensure that the request is returned only once to the WBC to reduce the
constant shuffling of the paperwork between the two SBA offices as well as between
SBA and the WBCs.

Payment Requests Were Returned and Resubmitted through the Mail When
Corrections Were Needed and SBA Held up the Entire Payment Regardless of the
Size of the Error

Payment requests were rejected when calculations were incorrect, the billing was
determined improper, or the WBC failed to provide the appropriate supporting
documentation. When this occurred, original paperwork and corrected versions were
mailed back and forth between SBA and the WBCs as original signatures were
required to process the payments. This generated delays in approving requests for
payment, and increased the chances of paperwork becoming lost in transit between
SBA and the WBCs.
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SBA also returned the entire payment request to the WBC no matter how small the
error. For example, the program office approved a payment request for one WBC,
and the grants office rejected it over a $30 expense charged to the wrong line item.
SBA held up the entire payment due to this error when it could have awarded all
funds but the $30 in question.

Automating the pay request forms and application process, as has been done for other
SBA grant programs, would help prevent errors and omissions, expedite the filing of
payment requests, and prevent requests from being lost in the mail. The electronic
forms for payment requests could be posted on the SBA grants office website, and
filled out online, with original signatures mailed to SBA. The on-line application
could be programmed to check for mathematical errors, and prevent the user from
proceeding until all required fields are completed.

SBA Lacks an Effective Tracking System for Monitoring the Status of Pay Requests

SBA also did not have an effective tracking mechanism to identify when a pay
request was received, where it was in the process, or whether the request was
processed timely. The program and grants offices each established tracking logs to
document when requests were received by their offices. However, because the logs
were separate, SBA could not capture the complete movement of the pay request
through the full review and approval cycle. For example, when the grants office
rejected a request and returned it to the program office, the program office did not
always communicate back to the grants office acknowledging that it had received the
request. Also, neither office was aware that a pay request was overdue for approval.

Even an approved payment request was difficult to track because SBA assigned a
tracking number that did not reference or identify the WBC’s payment request.
Without a link to the payment request, WBCs could not determine with confidence
which request had been disbursed. Consequently, WBCs had to make repeated
phone calls to different officials and were referred back and forth from one office to
the other to determine the status of their payments. Some WBCs told us they hired
accountants to figure out which pay request belonged to which invoice.

Establishing a centralized and automated pay request tracking log and/or automating
the payment request process would allow SBA to better monitor where payment
requests are in the approval process so that it can manage the timeliness of its
payment reviews and better respond to WBC inquiries about the status of pay
requests. Finally, automating the process can help alleviate staff workload by
simplifying submittal receipt and tracking, and promoting better consistency in the
documentation.
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SBA Delays Announcement of the Grant Opportunity Until Funds Are
Appropriated

In addition to areas needing improvement in SBA’s payment process, we noted that
opportunities exist to streamline the grant award process to enable WBC:s to apply for
funding earlier in the year. For example, we observed a fiscal-year interval between
Congressional appropriations and grant awards. SBA generally delays posting of the
grant opportunity until after it receives its appropriations. The appropriations
legislation instructs SBA how much funding will be available for both types of grants
as well as the percentage of that funding to be apportioned for sustainability grants.

We noted that the grant announcement is largely boilerplate and the appropriated
funding levels and sustainability formulas are not required information needed to
announce the grant opportunity. In fact, in FY 2007, SBA was able to complete the
process within 7 months of receiving its appropriations. Therefore, we believe SBA
can and should announce the grant opportunity earlier in the fiscal year to expedite
the grant award.

SBA’s program office, grants office, and counsel also conduct lengthy and sequential
reviews of each year’s appropriation language to determine if program requirements
have changed. These reviews generally take up to 3 months as one office has to
complete its review before the next office’s review can begin. Once the legislative
review is completed, the program office takes about 1 month to develop the
announcement, and then submits it for review by the grants office and legal counsel.
These reviews take another month, after which the announcement is posted, normally
in March of the following year, for 30 days. We believe SBA can reduce the amount
of time it takes to review the appropriations legislation and grant announcement if the
various SBA offices performed concurrent reviews.

Grant Awards for Returning WBCs Seeking Option Year Funding Are
Processed at the Same Time as New Applicants

Returning WBCs that were previously approved for a regular or sustainability grant
do not compete for subsequent year funding. Yet, SBA reviews their applications at
the same time as new entrants. Placing all returning grantees on the same evaluation
schedule as new entrants requires the expenditure of substantial resources, for
example, to evaluate potentially over 100 proposals every year, and unnecessarily
delays returning grantees from requesting payment earlier in the year.

Because SBA needs to only verify that the WBC is performing in accordance with its
pre-approved plan (approved during the initial award), it could announce grant
awards once it has its appropriation much earlier in the year. Grantees could then
seek payment after receiving its grant award.
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Mr. Chairman, this concludes my prepared statement. I would be happy to answer
any questions at this time.
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Chairman KERRY. Thank you very much, Ms. Ritt. We appreciate
it.
Administrator Prakash.

STATEMENT OF ANOOP PRAKASH, ASSOCIATE ADMINIS-
TRATOR FOR ENTREPRENEURIAL DEVELOPMENT, U.S.
SMALL BUSINESS ADMINISTRATION, WASHINGTON, DC

Mr. PRAKASH. Chairman Kerry, Ranking Member Snowe, and
Members of the Committee, thank you for the opportunity to be
here with you today to speak about SBA’s programs in women’s en-
trepreneur and small business. I am Anoop Prakash. I am the As-
sociate Administrator for the Office of Entrepreneurial Develop-
ment, and I have been in the office since May of 2007.

I am very proud to be supporting the dynamic social entre-
preneurs that lead the network of Women’s Business Centers.
Today, the centers account for 10 percent of the total clients served
by my office’s programs, and in total, they receive 11 percent of the
entrepreneurial development grant funds.

These centers do differentiate themselves, as my colleague here
on the panel from GAO has said, by going beyond the task of small
business development counseling and also creating a community of
mutually-supporting women entrepreneurs, counselors, and men-
tors in their communities. I have had the privilege and opportunity
to meet with Women’s Business Center directors and counselors
and several Women’s Business Center owners to understand and
speak about women’s entrepreneurship and the state of our pro-
grams today. While the majority of my discussions have been over-
whelmingly positive, I am keenly aware of the management chal-
lenges that have resulted in grant disbursement backlogs, delays,
and unnecessary challenges for the recipients. Some of these delays
have also periodically placed the Women’s Business Centers in fi-
nancially difficult circumstances.

My spoken remarks today will focus on the management chal-
lenges associated with the program, and second, I will speak spe-
cifically to our plan to implement the legislation regarding grad-
uated Women’s Business Centers.

As you know, over the course of the program’s life, the number
of Women’s Business Centers has grown steadily, starting with 13
centers in 1989 and 96 centers receiving funds in fiscal year 2007.
An additional 26 centers have previously graduated from the pro-
gram and will now be able to apply for funds in fiscal year 2008.

While the size of the network has grown, the SBA resources as-
signed to manage and provide service to those centers has declined
and the result has been a program that has outgrown the manual
paper-based procedures and policies currently used by the agency
to administer the program.

In early fiscal year 2007, in response to Women’s Business Cen-
ter concerns, the agency did begin to examine its processes. It did
identify bottlenecks and took some steps to fix and rectify some of
the delays in the payment process. These changes did result in
more efficient processing of pay requests. However, there are still
considerable improvements we can make to better serve our grant-
ees.
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My office has spent a great amount of time understanding the
customer service, the management and performance issues facing
the Women’s Business Center Program as it continues to grow. As
recently as last week, we hosted a focus group meeting with senior
leaders of 10 Women’s Business Centers and a representative from
the Association of Women’s Business Centers to understand what
is working and what is not, and we did come away with a rich set
of concerns and recommendations to inform our way forward.

We have also studied best practices and Centers of Excellence
across the Federal Government and how other agencies manage
similar grant disbursement programs more effectively, and we have
received briefings and cost estimates as to how we might move to
something more streamlined.

And lastly, we have worked closely with the Inspector General’s
Office, and we fully embrace the IG’s report and recommendations.
These will further clarify some of the issues and inform our efforts
by providing us a series of recommendations which will greatly im-
prove the process for all.

It is clear to all involved that the program, policies, and proce-
dures, as currently administered by the SBA, require a focused re-
engineering effort to automate the exchange of forms and informa-
tion, to streamline the number of reviews, and reduce the touch-
points within the agency that has resulted in some of these delays.
We have begun this effort and are committed to completing the re-
engineering process in time to effect and enhance the performance
of the program in the new fiscal year.

I would now like to address the Committee regarding our plans
to implement the legislation that was included in the U.S. Troops
Readiness, Veterans’ Care, Katrina Recovery, and Iraq Account-
ability Appropriations Act of 2007. First, I would like to be very
clear that the agency has not purposefully stalled in implementing
the legislation. From our General Counsel’s interpretation, the de-
termination was made that we could not implement the new legis-
lation in fiscal year 2007. The legislation repealed the Sustain-
ability Program effective October 1 of 2007, and by our General
Counsel’s reading, we could not implement Section M until Section
L had been repealed.

I would like to acknowledge that the Committee’s most recent
letter to the agency, which we received yesterday, clarified the in-
tent of the legislation’s provisions regarding graduating center pri-
ority, and we concur with your continued support of the perform-
ance-based nature of the program going forward. I have full faith
we can resolve any remaining issues requiring clarification in a
manner satisfactory to all.

Now, I also want to be clear that our intent is to implement this
legislation immediately and continue to ensure the funding is an
effective and reliable mechanism for the most deserving centers
across the country. I wanted to also take this opportunity to walk
through what I think is a very achievable timeline for the agency
to do so, and this timeline is very much informed by the Inspector
General’s recommendations to move the grant process earlier in the
fiscal year.

First, we would issue program announcements for both the new
and the renewal grants within the first 60 days of fiscal year 2008.
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Second, we would publish the program announcements for 30
days to allow for sufficient time for Women’s Business Centers to
react to the requirements, ask questions, and prepare their applica-
tions. We have found that anything less than 30 days does not pro-
vide Women’s Business Centers an appropriate opportunity to re-
spond to the program announcement.

Once the applications are received, we will complete the competi-
tive selection of all new and all renewal grants inside of 30 addi-
tional days, which includes the 1- to 2-week time lag that we have
to undergo as we receive all grant packages from grants.gov. Thus,
we are hopeful that in 120 days, we will be prepared to issue the
notice of award again, as soon as practicable, once we receive con-
firmation of appropriations. So inside of 120 days, again, the SBA
will have completed all of its work to get these grants ready for no-
tice of award.

The SBA is committed to furthering our positive impact on
women and business across our lending and Government con-
tracting and technical assistance programs. Again, we have begun
the process towards greater transparency and accountability but
there is still more work to be done to improve our customer service,
especially with regards to the grant disbursements to the Women’s
Business Centers.

We welcome the findings of the Inspector General to inform our
way forward and I look forward to working with my colleagues at
the agency and the Committee in the coming months to implement
both the IG’s recommendations and the legislation with urgency.

Chairman Kerry, thank you. This concludes my testimony.

[The prepared statement of Mr. Prakash follows:]
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Anoop Prakash
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September 20, 2007

Chairman Kerry, Ranking Member Snowe and Members of the Committee, thank
you for the opportunity to speak with you today regarding the Small Business
Administration’s (SBA) programs that support women’s entrepreneurship and business
development. Iam Anoop Prakash, Associate Administrator for the Office of
Entrepreneurial Development (OED), and have been with the SBA since May 2007.

In my brief time at the Agency, I have had the privilege and opportunity to meet
with many Women’s Business Center (WBC) directors and counselors, women small
business owners, and leaders of the National Women’s Business Council, to discuss
women’s entrepreneurship and the state of SBA programs serving women. During this
period, T have witnessed a renewed sense of optimism and energy in the community of
WBCs and women owners of small businesses. This is due in part to increased
transparency, accountability, and accessibility of agency contracting and grant programs,
demonstrated by the SBA publication of agency-wide procurement scorecard in July.

While the majority of my discussions have been overwhelmingly positive, I am
also aware of the management challenges that have resulted in grant disbursement
backlogs and delays, and other customer service issues that have affected at least one-
third of Women’s Business Centers and have periodically placed them in difficult
financial circumstances.

My remarks today will focus on three key areas — First, I will share some key
performance metrics and trends regarding SBA programs and their engagement with
women entrepreneurs. Second, [ will provide an update on the WBCs grant program,
including a discussion of management challenges and plans to implement new legislation
in FY2008. Lastly, I will discuss the great progress made in making women-owned
business government contracting achievement more transparent and thus holding
agencies accountable.

Performance Metrics across all SBA Programs and Services

T am proud to share with you several performance measures from our technical
assistance and capital access programs as they relate to women clients.

In 2006, the SBA Entrepreneurial Development network, which includes Small
Business Development Centers (290,582), WBCs (86,126), SCORE (96,788), and on-line
training through the SBA’s Small Business Training Network (SBTN) (163,880),
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accounted for 637,376 women entrepreneurs counseled or trained. Overall, women
represent 45% of all clients counseled and trained.

Also worth noting is that the number of loans, both 7(a) and 504, made to women
has been on the upswing. At this point in 2006, 20,321 7(a) loans had been made to
women clients compared with 21,324 thus far in 2007, an increase of approximately 5%.
In the 504 portfolio, 1,475 loans were made to women at this point last year compared to
1,630 today, an increase of 5.25%.

Three months ago, the Agency launched the Patriot Express Loan Pilot Program.
Patriot Express is available to veterans, service-disabled veterans, active-duty service
members eligible for the military’s Transition Assistance Program, reservists and
National Guard members, current spouses of any of the above, and the widowed spouse
of a service member or veteran who died during service or of a service-connected
disability. To date, 211 Patriot Express loans have been made and of those, 40 have been
to women with an average loan amount of $84,800. Thus, 20% of the Patriot Express
loans that have been approved were made to women owned small businesses.

Women’s Business Center Program: Management Challenges and Opportunities

I am particularly proud to be working with the dynamic social entrepreneurs who
lead the network of WBCs. These centers distinguish themselves by going beyond the
task of small business counseling, by also creating a community of mutually supporting
women entrepreneurs, counselors and mentors in their respective locations.

The centers account for roughly 10% of the total clients served by OED’s
technical assistance programs (1,420,897 in 2006), and receive 11% of the grant funds.
Over the course of the program’s life, the number of WBCs has grown steadily, starting
with 13 centers in 1989, with 96 centers receiving funds in 2007, and an additional 26
centers that have previously graduated from the grant program.

While the size of the network has grown, including an eightfold increase in
appropriated funds over 18 years, the SBA resources assigned to manage and provide
service to the portfolio of centers, namely the Office of Women’s Business Ownership
(OWBO) and Division of Procurement and Grants Management (DPGM), have declined
due to decreases in the overall Agency budget.

The result has been a program that has outgrown the initial set of policies and
manual, paper-based procedures, and an Agency program office that has had challenges
managing the enormous amount of reimbursement requests and oversight paperwork
generated in supporting the 96 centers in the program under the current process.

Since the program offices have been aware of these challenges during early
FY2007, both OWBO and DPGM took specific measures to improve the grants process.
For example, realizing that the process was inefficient and WBCs were often unclear as
to what paperwork was required, OWBO created a grant disbursement manual, with the
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assistance of DPGM, and presented the manual at the annual Post Award Conference in
September 2006. The manual and training were very well received by the WBCs.

After the 2006 post awards, in response to additional WBC concerns, OWBO and
DPGM began examining its processes and identifying bottlenecks and inefficient or
unnecessary steps in the payment process.

As aresult of this examination, on March 1, 2007, OWBO and DPGM took the
following actions:

e Centralized the processing of pay requests to one point of contact in its office, to
improve continuity of service to the WBCs

» FEliminated the submission of the pay request first to the district office and advised
centers to submit the requests directly to the OWBO pay request manager, to
eliminate a bottleneck in the current process

o Created a log to track the receipt and processing of pay requests, to measure and
track the length of time for processing

o Initiated a prescreening process, to identify any missing documentation prior to a
review of the pay request, eliminating the time spent reviewing incomplete
requests

e Implemented a policy of notifying the WBC when a pay request has been
forwarded to DPGM with a recommendation for payment, to increase
{ransparency

These changes have resulted in a more efficient processing of pay requests, though
there are additional improvements we can make to better serve WBCs.

As the manager accountable to the Administrator for the performance of the
Office of Women’s Business Ownership, I have spent a considerable amount of time
trying to understand the customer service, management and performance issues in my
first 3 months with the Agency. As recent as last week, my team and I had focused
meetings with senior lead directors of the WBCs programs, board members from the
Association of Women’s Business Council, and our SBA District Office Technical
Representatives who work most closely with the WBCs in their districts to understand
what is working and what is not working. We came away with a rich set of concerns and
recommendations that will inform our work going forward.

Further, we have taken the opportunity to explore best practices and centers of
excellence across the Federal government in how other agencies manage similar grant
disbursements more effectively.

Lastly, we fully embrace the Inspector General’s report, which will clarify some
of the existing issues we have not considered, and inform our efforts by providing us a
series of recommendations which will greatly improve the current process.

It is clear to all involved that the program policies and procedures, as
administered by the OWBO and DPGM, requires a focused re-engineering effort to
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automate the exchange of forms and information, and streamline the number of reviews
and touch-points within the Agency. We are committed to engaging in the re-engineering
process immediately, in time to effect and enhance the performance of the program in the
new fiscal year.

Women's Business Center: Implementation of Recent Legislation
mpien

1 would now like to address the committee regarding our plans to implement the
legislation included in the U.S. Troop Readiness, Veterans’ Care, Katrina Recovery and
Iraq Accountability Appropriations Act of 2007, and some remaining questions we have
regarding the legislations intent.

First, [ would like to address the question of why we could not implement the new
legislation in fiscal year 2007, regardless of the intent. When reviewing the legislation
SBA noted that the legislation specifically states, “(b) Repeal- Section 29(1) of the Small
Business Act (15 US.C. 656 (1)) is repealed effective October 1 of the first full fiscal year
after the date of enactment of this Act.” As you know, Section 29(1) governs the WBC
program sustainability grants. The SBA can only operate under the newly legislated
guidelines in the new section 29(m) once the date to repeal the old guidelines (October 1,
2007) has passed. To further complicate matters, the grant funds in question would have
expired by then — on September 30, 2007, at which time the funds would be returned to
Treasury if not obligated this fiscal year. We believe that view is also supported by the
language establishing a “Transitional Rule” in section (b). Clearly if a transitional rule is
required the legislation must require SBA to transition from 29(]) to 29(m). This position
was further supported by the different language in sections 29(1) and 29(m), it was clear
to SBA that these provisions were not to operate simultaneously.

The Agency would have also been unable to start the award process over upon
passage of the legislation because there simply would not have been sufficient time to
complete the new award process. The Request for Proposal (RFP) had already been
issued several months prior to passage of the legislation, and in fact was nearing
expiration, when this legislation was signed into law.

Second, I would like to also ask for clarification on the intent of the legislation. The
new law, as written, gives graduated centers funding priority. The SBA currently has 26
additional centers that would require these grant monies. Based on the 2007
appropriation and with a mandate to fund graduated centers first, SBA would not have
been be able to fund any new centers and would have been forced to significantly
diminish funding to existing centers. We understand the intent of the committee is nof to
halt the growth of the WBC program, and would appreciate clarification regarding the
stated “priority” as we look to develop our program announcements for FY2008.

Additionally, we are unclear on the Committee’s intent regarding performance-based
funding of centers. As you know, a key distinction of the WBCs, and a distinction the
program centers are rightfully proud of, is that they each represent the best applications
received by the SBA. That is to say, they have been awarded their grantsin a
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competitive process that values consistent performance. The graduated center priority
does not clarify whether all graduated centers would gualify for funding based solely on
years in the program, and not on performance. The SBA would strongly oppose giving
grants to graduated centers regardless of their performance in assisting their clients. This
would also contradict the intent of section 29(h)(2) of the Small Business Act which
specifically references program examinations and the performance of centers funded
through sustainability grants. Again, we would ask the committee for clarification on this
matter.

Thave full faith we can resolve the remaining issues in a manner satisfactory to all.
To be clear, our intent is to implement this legislation in a timely manner, and continue to
ensure the funding is an effective and reliable mechanism for the most deserving centers
across the country. We will also use this opportunity to concurrently address the service
issues that have been highlighted in my earlier testimony.

Government Contracting

Lastly, I would like to address contracting. SBA recognizes the need for
improving our Government Contracting programs and is taking the lead, along with the
Office of Management and Budget’s Office of Federal Procurement Policy (OFPP), to
carry out a number of initiatives, including working with agencies to ensure their small
business contracting reports are accurate. The integrity of the data reported to Congress
and the public is crucial to instill confidence in the Federal contracting system. Along
with the Administrator of the OFPP, Administrator Preston issued a memorandum to all
federal agencies requiring them to review their procurement data and identify any
necessary changes to help resolve apparent discrepancies in the Federal Procurement
Data System.

Although the Federal government was not successful in meeting the procurement
goals for HUBZones, women-owned small businesses, and service disabled veterans, the
report shows that contracts with women-owned small businesses from FY 01-FY 04
increased by $3.6 billion, going from $5.5 billion to $9 billion, which equates to 3.03
percent in FY 04. Nevertheless, we are still far short of the five percent goal.

Under Administrator Preston’s leadership, SBA recently published the first Small
Business Procurement Scorecard. The scorecard is a method to help ensure that Federal
agencies provide the maximum possible opportunity for small businesses in the Federal
marketplace, consistent with statutory contracting goals. It reflects current performance at
the time of publication, as well as progress being made in improving such performance.
The new scorecard uses the same approach as the President's Management Agenda to
ensure that agencies have clear goals and action plans, and are regularly assessed on their
performance, and data integrity is a key element of it. Additionally, the Scorecard is an
important tool to both increase procurement opportunities for small businesses while
more accurately measuring individual Agency’s results.
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We have developed simple, straightforward, and measurable criteria for the
government-wide Small Business Procurement Scorecard. SBA implemented the fist
Scorecard for FY 06. Every six months the Scorecard will allow agencies to measure
their achievements and progress in making contracting opportunities available to small
businesses, and provide the public the opportunity to assess agencies’ performance in
meeting their goals. SBA’s purpose in implementing the Scorecard is clear: to ensure
agency compliance with small business goals individually and as part of the overall small
business goal.

The SBA is committed to furthering our positive impact on women in business
across our lending, contracting and technical assistance programs. We have begun the
process towards greater transparency and accountability, though there is still work to be
done to improve our service model, especially with regards to grant disbursement to
WBCs. We welcome the findings of the Inspector General audit report to inform our way
forward, and I look forward to working with my colleagues in the Agency and the
Committee in the coming months to implement their recommendations.

Chairman Kerry, this concludes my testimony today. Thank you.
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Chairman KERRY. Thank you, Mr. Prakash. We appreciate it.

With respect to the 120 days, when does that begin to toll?

Mr. PRAKASH. That begins today, sir.

Chairman KERRY. Only today? So it is 120 days from today?

Mr. PrRAKASH. Correct.

Chairman KERRY. Why would it not have been previous to today?
I (cilon;t quite understand that. Why would the bell toll starting
today?

Mr. PRAKASH. Senator, as legislation was passed, we did receive
notice of the legislation passing about 2 weeks after the bill had
been signed. We looked at it, and we did get the General Counsel’s
response, again, that we could not implement the program until
after October 1 due to the section that talked about repealing Sec-
tion L on October 1 and then moving forward with Section M.
Again, the legislation was——

Chairman KERRY. I know there was a disagreement, and there
now isn’t a disagreement, but I suppose the question—I don’t want
to waste a lot of time going back into what the reasoning was—
but it is pretty hard to understand why, based on what we were
trying to do and on the intent which you all agree with now, there
wouldn’t have been a simple interpretation that we were looking
for and the paragraph that we passed in order to change the proc-
ess was, in fact, the operative paragraph.

Mr. PRAKASH. Senator, I think the intent was clarified for us
with the exchange of communications between the Committee and
our agency. Again, we received that clarification, and we are ready
to move forward.

Chairman KERRY. The IG report recommends two very easy
fixes. One, putting training in handbook and program changes on-
line, which it seems to me is sort of a no-brainer in today’s world,
and allowing Women’s Business Centers to provide missing or in-
complete sections of their application without resubmitting an en-
tgely? new application. Are you prepared to implement both of
those?

Mr. PRAKASH. Yes, I am, Senator.

Chairman KERRY. Is there any reason why the agency needed to
be prodded from outside to do that?

Mr. PRAKASH. Senator, I can only speak to what I believe is a
long history of, again, the program ramping from 13 centers to 96
and the processes and policies not ramping with it. So I don’t be-
lieve there is any reason we can’t fix it, and again, we embrace this
Committee’s efforts to engage the IG to highlight some of these
areas that just were not being necessarily watched.

Chairman KERRY. You know, one of the things that I think both-
ers Senator Snowe and me—and we have had reversing roles here
for a period of time—there just seems to be a constant process
where you all come up here and you get prodded by the Committee
and you sit there and you say, “Boy, that sounds good. Yes, we are
going to do that going forward,” et cetera, and we are sort of al-
ways having to ask you to do something or push you to do some-
thing or prod you to do something. Of course, in these hearings, it
always makes a lot of sense, and then we go back to this struggle.

I think there is a frustration level with this, that Members of the
Committee on both sides feel. Where is the proactive sort of vision-
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ary leadership where you come up here and tell us, here is what
we are doing to make life easier for these folks?

Mr. PRAKASH. Senator, I certainly can’t speak for my colleagues
who have been here before. I have been in the office since May and
immediately——

Chairman KERRY. That is the other thing that happens. We keep
getting people sent up here who have had about a month at the
agency.

Mr. PRAKASH. Senator, I can tell you that the Administrator,
having finished his first year, in my estimation, has provided vi-
sionary leadership and given me full autonomy to fix this issue and
streamline other programs that are also under my purview, includ-
ing the Small Business Development Centers and SCORE.

Chairman KERRY. What is going to happen with respect to the
complaint from many of the folks that they get sent back and forth
between the offices in SBA? The IG report specifically mentions
communication and coordination problems with the Women’s Busi-
ness Ownership and the Grants Management Office. Are you un-
dertaking steps to guarantee that that coordination is present
where it hasn’t been?

Mr. PRAKASH. Yes, Senator. I can tell you that right now, there
are just far too many touch points within the agency that are cre-
ating the opportunity for paperwork to be lost, for misinterpreta-
tion of requests, for a different response to different Women’s Busi-
ness Centers. We are going to standardize that and limit the touch
points. I am already exploring ways that we can look at some of
the Centers of Excellence around Government. We have spoken to
several that manage much larger grant programs than even the
Women’s Business Centers and we feel that would be a great op-
tion. It will allow transparency. It will allow Women’s Business
Centers to work with an automated system, have full transparency
as to where their case is or where their application is, and

Chairman KERRY. Well, that would be terrific. I mean, the sooner
])Orou can get something like that, the happier a lot of people would

e.

What about the changing requirements that the report also talks
about before the centers get grants, these requirements constantly
changing and then there is a delay as a consequence?

Mr. PRAKASH. I think the requirements changing is a byproduct
of the fact that there are two offices within the agency today work-
ing with the Women’s Business Centers. Again, the IG report iden-
tified the Office of Women’s Business Ownership, which sits in the
Office of Entrepreneurial Development, which is my office, and
then there is the Division of Procurement and Grants Manage-
ment. The two offices have not communicated well. They have,
therefore, had these communications with the Women’s Business
Centers which at times have been inconsistent, depending on which
office was leading those communications.

Chairman KERRY. Is that clarified now?

Mr. PRAKASH. We are keenly aware of it and have been keenly
aware of it. I think the IG report, frankly, helps us get our arms
around it and address it immediately, whereas before, some of
these issues are longtime management, people, and cultural issues
that are hard to address.
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Chairman KERRY. Well, do you believe the money will get to the
centers faster now?

Mr. PrRAKASH. Based on what we have reviewed as far as other
programs that are out there in the Federal Government, they are
telling us that in their automated systems, they range anywhere
from 3 to 15 days.

Chairman KERRY. With respect to the procurement program, it
is supposed to be in place less than 2 weeks from today. Will it be?

Mr. PRAKASH. Senator, what the SBA has done to move that for-
ward, we have submitted the draft final version of the rule to
OMB. That was submitted on April 23. It is currently in the inter-
agency process that is managed by OMB. We are hopeful we will
get a response soon, but as you know, it is a complex rule. It is
not a typical rule. And they are commenting basically on—the 24
agencies that effectively have procurement programs have to all
make comments on the impact of a Women’s Procurement Pro-
gram.

Chairman KERRY. In other words, it won’t be in place in 2
weeks?

Mr. PRAKASH. I couldn’t say. I can’t speak for OMB——

Chairman KERRY. Well, if you don’t have a rule, if you don’t even
hﬁwe a rule yet, you haven’t got any implementation orders or any-
thing.

Mr. PrRAKRASH. The draft rule is written and has been submitted.
Again, it is

Chairman KERRY. Well, this is April, you said, right?

Mr. PRAKASH. Correct, Senator.

Cl;airman KERRY. So what happened in May, June, July, Au-
gust?

Mr. PRAKASH. It has been reviewed by 24 different agencies, Sen-
ator. I can’t speak for the pace at which those agencies can review.

Chairman KERRY. Well, do deadlines mean anything?

Mr. PRAKASH. I think they do, sir.

Chairman KERRY. What do they mean?

Mr. PRAKASH. I think the deadline, the intent, and I again can’t
speak for my colleague, was to make sure that we were doing ev-
erything as an agency possible to move this forward. What we had
to do and follow the process of rulemaking is to submit our rule to
OMB. Again, we cannot control process and progress, although we
are doing everything we can to track it and move it along.

Chairman KERRY. Well, I am not sure what—I am going to talk
to Senator Snowe and try to figure out with her what we think we
ought to do here. Because I have got to tell you, I mean, she said
6 years. I said 7. I guess it depends on when we begin to count.
But call it 6. Call it 5. Call it 4. It is just disgraceful. I know you
weren’t there then, but it is disgraceful. This sort of a complete in-
difference to the law, to a sort of pride in job and in accomplish-
ment. I don’t know what it is. It is either an indifference, or an ar-
rogance. It is one or the other. But either way, it is pretty unac-
ceptable, when you say April, whether there were 5 or 6 years prior
to April, where this thing has been sitting out there.

I think this Committee really ought to think about what we can
and ought to do to have the Administrator up here and have who-
ever is responsible for this up here to talk about it, if it can’t get
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implemented. It has got to get implemented. You don’t want to
miss another $6 billion of procurement opportunity. I don’t know.
We have got to figure out what we are going to do, and we will fig-
ure it out.

Are we going to anticipate that this SBA implementation is going
to actually address all of the disparities that have been present in
the statistics we have seen in this?

Mr. PRAKASH. Senator, I believe you are referring to the Rand
study?

Chairman KERRY. Yes.

Mr. PRAKASH. I have not personally read the Rand report. I have
been briefed on its findings.

Chairman KERRY. Do you know which set of statistics are being
used to create the program?

Mr. PRAKASH. At this time, there is an active dialogue on that.
What has been placed for comment is the opportunity for agencies
to weigh in on the effect of either rule on moving forward with a
program.

Chairman KERRY. Senator Snowe.

Senator SNOWE. Thank you, Mr. Chairman.

Well, as you can detect, it is a deep-seated frustrating with the
way the SBA has consistently approached the Women’s Business
Centers and the Women’s Procurement Programs and Set-Aside
Program. Obviously, it does display a complacency or a disregard
for the value of those programs and women entrepreneurs.

There was a recent training conference here in Washington with
the SBA and the Association of Women’s Business Centers where
there was a lot of conversation about all of this. I think those con-
versations are illustrative of the failure of the SBA to implement
the 3-year renewal program. I mean, it seemed to me that was
pretty obvious how the new grants should be implemented and it
is just hard to understand as to why, exactly, the SBA refused to
do it. It was clear under the law that the SBA could have moved
forward.

There is a general feeling that there is a disconnect between SBA
and the Women’s Business Centers in terms of attitude, philos-
ophy, and the culture at SBA. This disconnect is reflected in the
way the agency treats this program. I can understand why there
would be this widespread sentiment among these participants, in
terms of the attitude of the SBA towards the Women’s Business
Centers Program, because there have been repeated setbacks to the
program, certainly illustrated by the contracting set-aside. It is just
almost hard to imagine you don’t implement something for 6%%
years. So here we are.

So you can understand why we feel the way we do today. I guess
I would like to just get a clearer picture this morning in terms of
exactly what is going to occur, step by step, one, with the renewal
program. It wasn’t necessary to have the announcement of grants
before they could apply. But I would like to know, step by step, the
implementation plan for the renewal grants and what we can ex-
pect by when. So can you give us, first, an understanding when the
steps will be implemented exactly?

Mr. PRAKASH. Yes, Senator. Absolutely.
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Senator SNOWE. And two, what are you doing now to prepare for
the new program? When do you plan to publish the announcement
of new sustainability grants? Is that going to be soon?

Mr. PRAKRASH. The current winners, or this year’s grant recipi-
ents?

Senator SNOWE. The new ones.

Mr. PRAKASH. The new ones. I will speak to that.

Senator SNOWE. OK. And how soon will these awards be made
after the enactment of the appropriations for 2008, because obvi-
ously there is considerable lag time. So can you give us a complete
picture in terms of the implementation of these renewal grants,
and also speak to the overall attitude, because you can understand
it is a compounding effect after a while.

Mr. PRAKASH. Absolutely.

Senator SNOWE. Will you also speak to Mr. Shear’s issue that
there a difference in philosophy, between SBDCs, SCORE and
Women’s Business Centers in terms of clients served? There are ob-
viously some issues here that need to be resolved.

Mr. PRAKASH. Great. Thank you, Senator. I will speak first to
your earlier comment about the training conference. I attended the
Women’s Business Ownership and AWBC conferences as we were
co-hosting, and I did ask Ann Marie Almeida, who is executive di-
rector of AWBC, to convene a focus group of center directors so I
could speak to them personally with our Office of Women’s Busi-
ness Ownership management outside the room and to get some
real candid and curt feedback, and I did. I really appreciated some
of the experiences that they have had. I was, frankly, embarrassed
by some of them, and I was very happy to also hear from them
some real concrete solutions and ideas that they had that would
enrich not only their ability to do their work, but also allow us to
maintain some semblance of due diligence that is required by the
legislation. So I did hear them, and it is from that discussion and
from the IG’s report that we have a number of recommendations.

One of the historic trends in this program has—because the
amount of sustainability funding and appropriations prior to the
new legislation varied from year to year, there was an admittedly
conservative approach by the agency to wait for appropriations so
they knew how much money was available. I believe we now hear
from the IG, and I have looked at it closely, we believe we can get
those program announcements out much more quickly, and again,
we will just have to wait for notice of award upon appropriations.

As I mentioned previously, the first step in implementing this is
to issue the new program announcements. We are underway in
looking at the previous program announcement. As you read in the
IG testimony and from the GAO testimony, the previous program
announcement itself needs to be revised significantly, not only to
reflect the new legislation, but also just to, I believe, revamp and
retune the requirements that we put on the applicants for the
grants.

I am proposing that that will take us 60 days. It takes us 60
days, one, because we internally have to rewrite these program an-
nouncements. We have to review them. We would like to get com-
ment from the AWBCs to make sure that they can have a chance
to look at it and give us some informed comment before we go pub-
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lic with something that they are not supportive of. And we also
have to get the internal clearances from the Office of General
Counsel to make sure we are not asking for something that we can-
not legally ask for in an application. So that is a 60-day process
that we are committed to follow, and again, we are talking in the
next 60 days, not after the next fiscal year.

We will then publish those program announcements as per the
previous plan to publish. Program announcements have in the
past—historically been published for 30 days and we have found
that that is the optimal amount of time for Women’s Business Cen-
ters to receive the announcement, react to it, consider the require-
ments, assemble them, ask any clarifying questions, and then sub-
mit those applications. In the past, we have actually gotten feed-
back that 30 days wasn’t enough, that we may want to keep it open
for longer. However, we think, in most cases, 30 days has been a
manageable amount of time for most Women’s Business Centers to
get their package together in time.

Once we have published that program announcement, 30 days
will pass. We will have received new grant and sustainability or,
excuse me, renewal grant applications. We will then have to review
all applications received, which at this point we do receive a signifi-
cant amount of applications. This year we received 60 applications
for the new center grant opportunity. So that is a significant selec-
tion process. Again, I want to bring that back down to 30 days, lock
people in a room, have them read every application, and score it
right there on the spot, and make sure we get those done and
turned around in a timely manner.

And that is the 120-day process in which we will be ready once
appropriations hits, as soon as practicable after that point from a
legal perspective to issue the notice of award.

Senator SNOWE. Mr. Shear or Ms. Ritt, can you comment on
what Mr. Prakash has just mentioned, anything based on your re-
view that you think is consistent or inconsistent with what you
have identified as problems?

Mr. SHEAR. Can I start with——

Senator SNOWE. Yes.

Mr. SHEAR [continuing]. What I will call the coordination issue
among the three programs, if I could go through each point there,
the oversight issue and then implementing the renewable grants?
Could I go in that order?

Senator SNOWE. Yes.

Mr. SHEAR. OK. Thank you. On the coordination issue, some-
thing that shows up over and over again is the failure to use tech-
nology and to come up with clear, formal, structured guidance that
in this case WBCs could use to help facilitate their coordination.

We observed some very, what could be called, best practices or
promising practices used by WBCs in coordinating in their own
areas, and we also had some who just said, we are challenged by
this and we are looking for guidance from SBA. One of the prom-
ising practices is in our written testimony, an example from Wis-
consin, but there are many more. And just at the real simple level,
use of a Web application and trying to use technology to create
some structure could provide some guidance. I think that this is
what the Women’s Business Centers are looking for, and it is what
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is really called upon if SBA has these requirements, and they are
statutory requirements. So some of that could start at a very sim-
ple level, but it involves use of technology.

As far as the oversight issue, it is a question of resources and
expertise. I know it is just meant as kind of an expression, we are
going to lock people in a room to look at applications, but the ques-
tion is of having a structure in place and part of that can involve
technology. Part of it can just be, let us come up with a plan on
how we are going to do this and coordinate these offices. Over the
course of time that we have done our review on the reimbursement
question which we have deferred to the IG, there was basically one
change the District Office Technical Representatives used to be in-
volved with reimbursement. So that has changed in the last year.
But it is a very tiny move.

So I would hope that this proactive approach he is talking about
for looking at the oversight issue could be improved. Technology
could be improved, that capacity, training needed for the DOTRs,
a rationalization of how much they can have on their plate at any
one time. We would hope that those were things that they could
look at proactively.

On the funding issue, I am glad to hear for the first time that
they are consulting with other agencies as far as how they could
get the funds out in the absence of an appropriation. Basically,
based on our knowledge of programs—and we do look across the
Government—our discussions with our appropriations lawyers,
agencies do things all the time where they are going through a
grant application process with the idea that they can go through
the application process with the understanding that they have to
wait for the appropriation to actually expend the funds. We would
hope that they would be able to learn some lessons from what
other agencies do in this area because basically you have a number
of policy choices here, and if the policy choice is what it seems to
be, there are actions that can be taken.

Senator SNOWE. Well, you raise a very important point about
structure, and specificity, and the need for a definite program in
place to address these issues. Rather than just sort of casual ad hoc
management, Mr. Prakash, I think that Mr. Shear makes a very
good point that there needs to be some certainty and predictability
to the type of structure and program in place. In order to realize
results and deadlines, and whatever else is necessary requires cer-
tainty. That doesn’t sound like that is what is going to happen. It
is just going to be, hopefully it is going to work, but maybe not.
You have got to hold people to deadlines. I appreciate it. Thank
you.

Chairman KERRY. Thank you, Senator Snowe.

Senator Enzi.

Senator ENzI. Thank you, Mr. Chairman. Ms. Ritt, your written
testimony reveals some troubling statistics regarding the ability of
SBA to make payments in a timely manner. Could you give us
some specificity on how this problem has affected the operation of
the centers that you investigated and maybe give us some idea of
whether it is possible for SBA to announce grant opportunities ear-
lier in the fiscal year and how that would help?
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Ms. RITT. Sure, Senator. Some of the things that we heard from
the Women’s Business Centers that we surveyed was that the pay-
ment delays were so egregious in some instances that they had to
turn to bank lines of credit or to their parent organizations for
funding. In some cases, they had to lay off staff, curtail oper-
ations—that sort of thing.

I think that there are many opportunities to streamline the proc-
ess. Like we said in the report, first of all, doing concurrent reviews
of each year’s appropriation and the grant announcement, those re-
views could probably be completed within a month.

And then I think they also need to decouple the evaluation of ex-
isting Women’s Business Centers who are returning every year for
the remaining years on their grant from the evaluation process
that they use for new entrants into the program. The returning
centers do not need to compete for funding. All that is required is
an evaluation of their performance, and some of that information
comes at year end because they have to determine the impact that
the centers have had by surveying their customers, and then they
have to approve the budget that the centers submit. So for the ma-
jority of these centers, I would see that they could probably get an
award within—or get the payments within 3 months. The new cen-
ters, however, would have to submit a brand new proposal and go
through a more rigorous evaluation process.

hSenator Enzi. I am glad to see Mr. Prakash taking some notes
there.

Mr. Shear, your study found a significant number of centers ex-
pressed a concern about communication with the SBA. Did centers
indicate whether these difficulties extended to the regional offices,
and does feedback differ between the centers that have graduated,
versus those that have recently been established?

Mr. SHEAR. The concerns tend to be that there are these monthly
conference calls and the centers don’t find them to be really an ef-
fective means to get feedback on their performance and other mat-
ters. I will go back to the idea of having something structured and
formal in place because certain operations can greatly lead to im-
provements in such interaction.

There are certainly concerns about District Office Technical Rep-
resentatives that are stretched too thin and may not have the ap-
propriate expertise, things that I would say are related to the reim-
bursement issue that the IG’s Office has taken the lead on.

As far as whether new, versus those who have graduated, where
most of our interaction has been with those that are still in the
new and new sustainable grants, as far as differences there, I real-
ly can’t say that we have any finding as far as which ones ex-
pressed more concern about the lack of communication and struc-
ture.

Senator ENzI. Thank you. My time has almost expired. I yield
back.

Chairman KERRY. Thank you, Senator Enzi. I appreciate it.

Senator Thune.

Senator THUNE. Thank you, Mr. Chairman and Senator Snowe,
for holding the hearing today, and I appreciate the testimony of our
witnesses and thank the panels for joining us today, as well. I
think these are effective forums for us as Members of Congress to
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better understand the critical role that women play in our Nation’s
economy. It also provides us with an opportunity to ensure that the
programs that we have created are successful, that they help those
who need it the most and that they are not overly burdensome.

The good news is the availability of opportunities to women busi-
nesses has been improving in recent years. Currently in my State
of South Dakota, just over 38 percent of all privately-held firms are
at least 50 percent women-owned. These women-owned firms gen-
era‘ce1 $4.6 billion in revenue annually and employ about 37,000
people.

While those statistics are impressive, more work still needs to be
done and this is especially true in South Dakota and other rural
States where we have smaller populations and larger distances
that sometimes make it difficult for individuals to transform a good
idea into a successful business.

So I again want to thank our witnesses for being here today, for
being willing to testify before the Committee. Your input along
with that of our constituents gives us a good information base on
which to draw when we make important policy decisions, and those
decisions hopefully will continue to help strengthen America’s
women-owned small businesses.

I just have a couple of questions I would like to pose to this
panel. First, to Mr. Prakash, the IG report spends a great deal of
time discussing the divide that exists between the Program and
Grant Offices, and I guess my question is, do other programs have
this dual processing, and if so, do they run into similar problems?

Mr. PRAKASH. Senator, thank you for the question. I think all the
grant programs and contracting programs go through the division
of programs and grants management. I will say that it varies
throughout the agency. I think my fellow panelist from the GAO
has spoken to leveraging technology, leveraging different structures
to manage a grant and contracting program, and depending on how
manual or paper-based the process is, how many hand-offs have to
go down to grants management. I think you will find that it varies,
but most cases where there is a double touch-point, there are
issues and challenges in coordination and communication.

Senator THUNE. Ms. Ritt and Mr. Shear, you both discuss how
communication problems between the SBA and the WBC, Women’s
Business Centers, are a continuing problem. In conducting the re-
search, did either of you learn in what way WBCs would prefer to
have this communication improve?

Mr. SHEAR. Yes, I will go first. It is clear to us what the WBCs
find less useful, which is relying on the monthly conference calls
which they don’t think is that good of a forum for all types of com-
munications, they are asking for structure and guidance and it is
not clear that they are getting consistent guidance and coordina-
tion, those type of issues. It is from that—this is still ongoing work
for us, but I would say in terms of the recommendations that we
plan to make, we expect to make in our final report when it is
issued will be what we think are ways, based on the input we have
received from WBCs and others, that we think could help this proc-
ess. But more of what we have received is what could be called
challenges associated with the current processes.

Senator THUNE. I am sorry. Ms. Ritt, did you want to respond?
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Ms. RITT. Yes. I just wanted to say that we did a survey of the
Women’s Business Centers and they had many good suggestions.
Many of them thought that automating the process would prevent
their paperwork from getting lost in the mail because that was a
big source of frustration, having to resubmit things multiple times.
They thought using Web-based instructions and guidance would be
a good way to communicate changes in requirements. And I think
they favored the idea of more transparency so that when they
called someone, they could find out the status of their request. So
a tracking system that would let them know where it was in the
process would be very helpful.

Senator THUNE. Mr. Shear, I am sure you have already answered
this question, but when is your final report?

Mr. SHEAR. I haven’t answered it yet, actually. We plan to issue
it by the middle of November—there will be a period of time where
we will be providing a draft report to SBA for comment, and that
is an important part of our process, to get their comments and in-
corporate those comments into our final report. Then we plan to
issue it in the middle of November.

Senator THUNE. We will look forward to seeing that final report
when it is ready.

Mr. SHEAR. Thank you.

Senator THUNE. Thank you, Mr. Chairman.

Chairman KERRY. Thank you, Senator Thune.

Mr. Prakash, 120 days is January 18. I am inviting you back
today, and I hope you will accept today to be back here before the
end of January to review with us where we are with respect to
these issues.

Mr. PRAKASH. Senator, I would be happy to.

Chairman KERRY. And I am also going to be issuing an invitation
to the Administrator to be here at that time to also review the
other issues the Committee has raised in the oversight hearings to
date with respect to emergency, the disaster assistance lending, the
procurement target goals overall, and other issues where we have
had almost a similar kind of lapse, if you will, or gap between what
the law is and what the SBA has done.

All of us on the Committee recognize that Mr. Preston is working
hard to achieve these things. He came into a situation that was dif-
ficult. We understand that. But that will be well more than a year
that he will then have had the helm of the agency, and I think it
is important for the entire small business community to know
where we stand with respect to all of the issues that have been
raised in the context of oversight this year.

So I just want to serve that notice to the agency, and I think it
is fair to say that the Committee would expect the budget requests
for next year’s budget to reflect what you have talked about in
terms of shortfalls and inability to do the job. We don’t want to
come in here and be told, you know, the budget is short, or we are
not able to do it. It is time for this entity to live up to the expecta-
tion that the law requires and that the community is waiting for.

Senator Snowe, while you were gone, I said 120 days is January
18 and before the end of January, we are going to revisit these and
the other issues that the Committee has, and I think that is fair
notice to you and the Administrator. I think it is a fair expectation.
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Mr. PRAKASH. We welcome the opportunity to return and tell you
how we have improved the program.

Chairman KERRY. Good. On that note, we ask for the second
panel, please. Thank you very, very much, each of you. We appre-
ciate it.

Thank you all for coming. Thanks for your patience. We appre-
ciate it.

Ms. Goldsmith, we will begin with you and we will just run right
down the table. Thank you all.

STATEMENT OF WENDI GOLDSMITH, PRESIDENT,
BIOENGINEERING GROUP, SALEM, MA

Ms. GOLDSMITH. Good morning. Thank you all for inviting me. I
am really honored to provide some testimony that can hopefully in-
fluence and help advance the Women’s Procurement Program in
particular.

I have 15 years of experience as a business owner and Federal
contractor, and I can speak from that experience and hopefully
share some——

Chairman KERRY. Could you pull the microphone a little closer,
Ms. Goldsmith——

Ms. GOLDSMITH. Sure.

Chairman KERRY [continuing]. And Mr. Prakash, I appreciate
your staying to listen.

Ms. GOLDSMITH. My company began working on small-scale
projects tied to wetland restoration and river and coastal flood pro-
tection providing certain research and development and technical
training to the U.S. Army Corps of Engineers through their Water-
ways Experiment Station. We work for other clients, too. And over
the years, due to their technology transfer agency function at the
Waterways Experiment Station, we were introduced to a number
of other Corps of Engineers districts.

We began small, performing small engineering projects, mostly
on a pilot scale, but over the years, we were afforded incremental
opportunity to take on larger responsibilities. Within the last year,
we formed a joined venture with ARCADIS, the Dutch-owned firm
regarded globally for their expertise in sea defense engineering,
and our joint venture has received $200 million worth of contracts
to date with the U.S. Army Corps of Engineers focused on plan-
ning, design, and construction management of improved hurricane
protection infrastructure and related coastal wetland repair in Lou-
isiana.

I have been told by the Corps of Engineers that our $150 million
contract is the single largest Federal civil engineering contract ever
awarded, so clearly this is a success story for women-led business
enterprise.

My firm is essentially an engineering company, but we are not
conventional civil engineers. We are an interactive team of ecolo-
gists, earth scientists, landscape architects, and engineers from dif-
ferent disciplines. We don’t just plan, design, and oversee the exe-
cution of various large land development and public infrastructure
projects. We help involve the community in the decisionmaking
process and we all work together to achieve environmentally bene-
ficial, sustainable outcomes. We see each project budget as an op-
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portunity to leave the human and ecological communities in better
shape, and we pursue the triple bottom line of economic, social, and
ecological benefits in relation to project costs. We find this ap-
proach avoids many problems, wins support from many corners,
and most of all, leaves the project team really proud of our results.

It is extremely unusual for an engineering firm to be founded
and managed by a woman, and a non-engineer at that, and I be-
lieve our culture, which is unique, is in fact influenced by my lead-
ership style as a woman, fostering communication and participa-
tion by people with differing perspectives. In short, I see women
leadership in business as a plus.

Regarding any constraints, I can speak best about my personal
experience in the industry in which I have spent my career, and
believe it or not, the engineering and construction world is still
heavily dominated by men. Although women have become increas-
ingly involved, the number of women in decisionmaking roles re-
mains quite small, and in the first decade of my career, I estimate
that fewer than 2 percent of decisionmakers who were involved in
selecting, approving, or managing contracts awarded to my firm
were women, and typically those women were, in fact, relatively
new to their roles and wielding less influence than their male coun-
terparts.

This is important because as an engineering consultant, selection
is based not on price, but on assessment of qualifications, and most
importantly, on relationships and past track record. It is virtually
impossible to win work through a competitive process without a
level of comfort that comes through personal relationships, be they
long-term relationships—going to school together, working together
or what have you, or the rapidly-formed relationships that can be
developed in a sales and marketing process. In my early career, I
often faced situations where I was selling to a group of people who
did not look like me, and it was an uphill process.

One way that small business typically gained experience, espe-
cially in Government contracting, is through teaming with large
businesses and other businesses, and of course, there are require-
ments for large businesses to share work appropriately through
subcontracting plans. However, women still face disproportionate
hurdles in forming teaming relationships with large firms and at
times actually suffer some unfair costs because of how these pro-
grams are set up.

In many cases, small firms are recruited onto teams to help win
work as called for in contract solicitations. We appear in the pro-
posals, often at great expense to the small and minority and
women-owned businesses due to the work related to researching
and compiling proposal materials, only to never actually receive
work under the contract. I cringe to recount how many times that
happened to my firm and to tally how much money, namely hun-
dreds of thousands of dollars my firm involuntarily contributed in
order to help other firms win and perform work, while we received
none or sometimes a token amount.

I can also say there were certainly cases where the relationships
were fair and responsible and helped really build that track record
through teaming. But the times when we were treated unfairly and
at great cost to us were not any kind of exception, they were an
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oft repeated pattern, and I believe, in fact, this pattern is inadvert-
ently caused by current small business subcontracting program
structures.

One key step to changing this pattern and relieving women-
owned firms of the extra burden of participating in these proposal
efforts that yield no subcontracting fruit is to promote prime con-
tracting opportunities directly for qualified women-owned firms
through set-asides and other means.

Additionally, the small business community and, in particular,
women-owned firms would welcome greater enforcement of existing
small business subcontracting rules so that our efforts don’t fail to
bear fruit.

In my view, sole-source contracting is also a valuable tool to
boost the position of women-owned business. I experienced sole-
source contracting, first by virtue of being recognized for providing
truly unique technical expertise that could only be accessed by the
Government that way, and then later, through 8(a) status which
afforded my firm sole-source contract access.

By gaining Government contracts through these mechanisms, I
continued to grow and evolve my business, build relationships, and
establish the technical track record that allowed me to, in turn, ad-
Kance through other channels, including outside the Federal mar-

et.

The 8(a) program also facilitated two mentor-protege relation-
ships over the last 6 years which helped provide management, fi-
nancial and technical support during challenging periods of growth
for my business. Similar mechanisms, I am confident, would be
very beneficial to other women-owned business.

In addition to benefitting the business who receives sole-source
contracts, I would also like to point out what has often been a clear
advantage for the clients who access our firm that way. Sole-
sourcing affords the chance to openly negotiate a set of services,
often through thoughtful collaboration between the user and the
service provider. The conventional approach to contracting typically
forces a separation between the contractor and the end user, and
this approach can typically dampen innovation, or tailored problem
solving, generally inviting or even enforcing that the methods used
to perform the work will be established methods, not innovative
ones.

My firm has performed some first-of-a-kind work, some urgent
deadline-driven project facilitation, and other high-performance
consulting and design services for agencies that could not have
accessed the level of quality, creativity, and efficiency through con-
ventional acquisition methods. For instance, we have led the De-
partment of Homeland Security through the process of incor-
porating green building principles into their new facilities by per-
forming an award-winning level of detailed design and cost esti-
mating work, and we also found ourselves guiding and clarifying
for our client, along the way, how and why the green building ap-
proach differs from conventional design decisionmaking, and gen-
erally helping to advance the green building policy within the agen-
cy through our outreach efforts.

In another case, we performed the stakeholder coordination and
due diligence process for a transfer of 62,000 acres of Special Con-
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servation Land in California. This land transfer had been stalled
in the Army BRAC process for 15 years and our innovative and tai-
lored approach helped the Army Corps solve their thorny issue,
while saving time and money to the Government.

These examples illustrate how sole sourcing can benefit Federal
interests, not only the firms receiving the contacts.

I would like to recommend and support any measures that will
help other qualified women business owners take their vision of
success and their commitment to problem solving into the Federal
marketplace with improved policies to help reduce the burdens
they will face along the way. All entrepreneurs bravely face risks,
and now would be a good time to clear away some of the special
obstacles that interfere with women conducting business in the
Federal sector. We are going to serve the country well, and not only
by performing and keeping with expectations, but in many cases by
exceeding and redefining them.

Thank you very much.

[The prepared statement of Ms. Goldsmith follows:]
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I am honored to be invited to provide testimony which may help in the
formulation and adoption of proposed programs to assist women owned
businesses, and particularly those who contract with federal agencies. The firm
that I founded in 1992 has been growing, evolving, and working for federal
agencies and other clients for over 15 years. Although I am fortunate to have
experienced much success along the way, there have been many obstacles and a
few near death experiences as an entrepreneur. Iam happy to share some of my
experiences and lessons learned to help foster insight in federal small business
contracting practices, issues related to teaming with large firms, obstacles faced
by entrepreneurs, and special constraints encountered by women in business.

My company began working on small-scale projects tied to wetland
restoration and river and coastal flood protection, providing research and
development and technical training to the US Army Corps of Engineers
Waterways Experiment Station and a smattering of other clients. Over the years,
due to the technology transfer function of the Experiment Station, we were
tapped by a growing number of Army Corps Districts. We began small,
performing engineering work initially on pilot scale jobs, but we were afforded
incremental opportunities to handle increasingly larger projects. Within the last
year, we formed a Joint Venture with ARCADIS, the Duich-owned firm regarded
globally for their expertise in sea defense engineering. Our Joint Venture has
received $200 million worth of contracts to date with the US Army Corps of
Engineers focused on planning, design, and construction management of
improved hurricane protection infrastructure and related coastal wetland repair
in Louisiana, I have been told by the Corps of Engineers that our $150 million
contract is the single largest federal civil engineering contract ever awarded, so
clearly this is a success story for women-led business enterprise.

My firm is essentially an engineering company, but we are not
conventional civil engineers, we are an interactive team of ecologists, earth
scientists, landscape architects, and engineers of different disciplines. We don’t
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just plan, design, and oversee the execution of various land development and
public infrastructure projects, we help involve the community in the decision-
making process, and we all work together to achieve environmentally beneficial
outcomes. We see each project budget as an opportunity to leave the human and
ecological communities in better shape, and we pursue the triple bottom line of
econormic, social, and ecological benefits in relation to project costs. We find this
approach avoids many problems, and wins support from many corners, and
most of all leaves the project team proud of our results. It is extremely unusual
for an engineering firm to be founded and managed by a woman, and a non-
engineer at that (since I am trained as a scientist and designer) and I believe our
culture is indeed influenced by my leadership style as a woman, fostering
communication and participation by people with differing perspectives. In
short, I see women leadership in business as a plus.

Regarding the constraints, I can speak best about my personal experiences
in the industry in which I have spent my career. The engineering and
construction world is so heavily dominated by men, that although women have
slowly become more involved, the number of women in decision-making roles
remains quite small. In the first decade of my career, I estimate that fewer than
5% of the decision-makers who were involved in selecting, approving, or
managing contracts awarded to my firm were women, and typically these
women were relatively new to these roles, hence wielding less influence. This is
important because as an engineering consultant, selection is based not on price,
but on assessment of qualifications, and most importantly on relationships and
past track record. Itis virtually impossible to win work through a competitive
process without a level of comfort that comes through personal relationships, be
they long-term relationships or the rapidly formed relationships that can be
developed in the sales and marketing process. In my early career I often faced
situations where I was selling to people who “did not look like me” and it was an
uphill process.

One way that small businesses typically gain experience, especially in
government contracting, is through teaming with large business, and of course
there are requirements for large businesses to share work appropriately amongst
small businesses. However women still face disproportionate hurdles in forming
teaming relationships with large firms, and at times actually suffer unfair costs.
In many cases small firms, including women owned businesses are recruited
onto teams to help large firms win work as called for in contract solicitations by
appearing in the proposals (often at great expense to the small minority and
women owned business due to the demands of researching and compiling
proposal materials) only to never actually receive work once the contract is
awarded. I cringe to recount how many times that happened to my firm, and to
tally how much money, namely hundreds of thousands of dollars, my firm
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involuntarily contributed in order to help other firms win and perform work
while we received none or sometimes a token amount. I can also say that in
many other cases the relationships were fair and responsible, though the times
we were treated unfairly and at great cost to us were not rare exceptions, but
rather an oft repeated pattern, In fact this pattern is inadvertently caused by
current small business subcontracting program structures. One key step to
changing this pattern and relieving women-owned firms of the extra burden of
participating in proposal efforts that yield no subcontracting fruit is to promote
prime contracting opportunities for qualified women-owned firms through set-
asides and other means. Additionally, the small business community and in
particular women-owned firms would welcome greater enforcement of small
business subcontracting rules so our efforts are not exploited to help other firms
win contracts which they then do not share as represented.

In my view sole source contracting is a valuable tool to boost the position
of women-owned business. I experienced sole source contracting first by virtue
of being recognized for providing truly unique technical expertise, then later
through 8(a) status which afforded my firm sole source access. By gaining
government contracts through these mechanisms, I continued to grow and
evolve my business, build relationships, and establish technical track records
which in turn improved my ability to compete through open channels including
outside the federal market. The 8(a) program also facilitated two Mentor-Protégé
relationships during the last six years which helped provide management and
technical support during challenging periods of development for my business.
Similar mechanisms would be beneficial to other women-owned businesses. In
addition to benefiting the business who receives sole source contracts, I would
like to point out what has often been a clear advantage for the clients who access
our firm that way: sole sourcing affords the chance to openly negotiate a set of
services, often through thoughtful collaboration between the user and the service
provider. The conventional approach to contracting forces a separation between
the contractor and the end user and this approach dampens innovation or
tailored problem-solving, generally inviting or even enforcing that the methods
used to perform work will be established methods. My firm has performed some
first-of-kind work, some urgent deadline-driven project facilitation, and other
high performance consulting and design services for agencies that could not
have accessed the level of quality, creativity, and efficiency through conventional
acquisition methods. For instance, we have led the Department of Homeland
Security through the process of incorporating green building principles into their
new facilities by performing an award-winning level of detailed design and cost-
estimating work. We also found ourselves guiding and clarifying for our client
along the way how and why the green building approach differs from
conventional design decision-making, and generally helping to advance the
green building policy within the agency through outreach efforts. In another
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case we performed the stakeholder coordination and due diligence process for
the transfer of 62,000 acres of land in California with special conservation value.
This land transfer had been stalled in the BRAC process for fifteen years, and our
innovative and tailored approach helped the Army Corps solve their thorny
issue while saving time and money. These examples illustrate how sole-sourcing
can benefit federal interests, not only the firms receiving contracts.

In general, as a woman business owner | have faced constraints tied to
access to working capital and dismissive treatment by bankers; the need to figure
out how and why to tap a network of mentoring and advisorly resources, then
building one from scratch; and cultural challenges tied to recruiting and
retaining male staff. But I won’t dwell on these issues—though they are very
real —since over I time I learned to overcome them. On the flip side, my firm has
been greatly successful developing women leaders within the firm, and by
building a diverse staff who thrive in a collaborative teamwork-based work
environment. Iremain very happy with the pursuit of my technical and
entrepreneurial calling, and wish to continually share my knowledge and other
resources to help others do the same. I would like to recommend and support
any measures that will help other qualified women business owners take their
vision of success, and their commitment to problem-solving into the federal
marketplace with improved policies to help reduce the burdens they will face
along the way. All entrepreneurs bravely face risks, and now would be a good
time to clear away some of the special obstacles that interfere with women
conducting business in the federal sector. We will serve the country well, not
only by performing in keeping with expectations, but in many cases by
exceeding and re-defining them.

Thank you!
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Chairman KERRY. Thank you very much. Congratulations to you
on what you have created. I will tell you, we have heard stories of
these small entities that are used, literally used by larger ones to
meet the qualifications and get contracts, and then they never see
any of the work or any of the money. It is an issue the Committee
needs to do some thinking about to see how we can create some ac-
countability with respect to that.

Ms. Almeida.

STATEMENT OF ANN MARIE ALMEIDA, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, ASSOCIATION OF WOMEN’S BUSINESS
CENTERS, CAMDEN, ME

Ms. ALMEIDA. Honorable John Kerry, Chairman, the Honorable
Senator Snowe, Ranking Member, Members of the Senate Com-
mittee on Small Business and Entrepreneurship, and your amazing
staff members, greetings from Maine. My name is Ann Marie
Almeida, and I am president and CEO of the Association of Wom-
en’s Business Centers, and I am honored and pleased to participate
today, both to thank the Members for their steadfast and con-
tinuing support for women entrepreneurship and also to raise some
important issues for the Committee to consider with the SBA as we
move forward.

I also submitted written testimony, which I would like to be read
into the record, if you might.

Chairman KERRY. Everybody’s testimony will be put into the
record in full, and if everybody can just summarize in about 5 min-
utes, it would be helpful.

Ms. ALMEIDA. Great. That is all I am going to do.

I also want to thank the GAO and the IG. Their comments and
their recommendations are spot on from the comments that I hear
from the field. I am also interested in that January 18 update, so
thank you for requesting that.

The AWBC is a national nonprofit organization representing
Women’s Business Centers and the women and men we serve. We
were founded in 1998 to support entrepreneurial development for
women as a way to achieve self-sufficiency, create wealth, and ex-
pand participation in community economic development through
training, education, technical assistance, mentoring, developing
and financing opportunities. The vision of the AWBC is a world
where economic justice, wealth, and well-being is realized through
the collective leadership and power of successful entrepreneurial
women and now men. We are the organizing force of Women’s
Business Centers and the people we serve. Together in this place
of hope, under this dome of possibility and in the halls of civil en-
gagement, we are invited to interrupt the status quo and provide
solutions and visions for our fellow Americans, and I am honored
and pleased to thank you all for your good work.

In the wake of our recent Women’s Business Centers Entrepre-
neurial Leadership and Training Conference that we had last week
here in the District of Columbia, I bring rousing unanimous and
heartfelt thanks from the leaders of the Women’s Business Centers
representing each of our 50 States for the introduction of the
amendment to what became public law and provided permanent
funding to the Women’s Business Center Program. Our special
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thanks to Senators Kerry, Snowe, and Sununu for introducing the
amendment and for working for its passage.

The Women’s Business Centers have a remarkable record of
achievement over the past 19 years. This year, and in years past,
we continue to provide counseling to over 150,000 clients annually,
emphasizing outreach to the economically-disadvantaged women
and women of color. We are also now proud to report that 20 per-
cent of our clients are men. They are smartening up.

Results from the research conducted by the National Women’s
Business Council documents that the WBCs provide a staggering
15-to-1 return of investment on Federal tax dollars in businesses
launched, revenues generated, and jobs created. You can’t get a
better ROI anywhere, as far as I know.

But in our dealings with the SBA, we have often been treated
like a stepchild. With the passage of the legislation in May, we fi-
nally feel recognized for the hard work that WSBCs have accom-
plished over the past 19 years and we are grateful this program is
now made permanent. It empowers our conversations with you and
the SBA.

On the heels of this hope, we would like to address three specific
issues that need your attention and certainly have our concern.
One is the unequal and non-transparent level of funding for indi-
vidual WBCs. Two is the lack of communication and uneven appli-
cation of performance standards in evaluations. And three, signifi-
cant delays in grant disbursements for WBCs.

One, the permanent funding allocation should be consistent and
transparent. We constantly hear that the amount of grants award-
ed not only varies significantly across centers, but vary year to
year within each center. We realize that part of this variance may
be the appropriations level, but appropriations have been nearly
flat for the past several years. The SBA has put in a tiering system
for peer center funding, but the formula for tiering is not clear. The
SBA is neither communicating the amounts of upcoming disburse-
ments to centers nor the reasons why the amounts vary from each
year and across centers. More clarity and transparency is essential.

We had a conference this year, had roundtable last week and had
roundtable discussions, and what we hear from the field are simply
this. Clarify tiering. I am quoting, “Clarify how to move to the top
centers. Specify the factors that you use in weighting WBCs. We
suggest a quality assurance program. Do away with the tiering.
Give people the 150K if that is what is promised. If the centers
aren’t performing, put them on probation or let them go. Trans-
parency must be communicated in all tiers.”

Two, performance-based funding allocations should be commu-
nicated clearly and evenly. WBCs have struggled in recent years
with a great deal of uncertainty, not only regarding whether they
receive funding, but how much they will receive. The new legisla-
tion removes that uncertainty. It also will help to curtail the “black
box” approach that has been recently taken up by the SBA with re-
spect to per center funding decisionmaking. The centers also tell
us, again from the field, I quote, “We need transparency in how
milestones and benchmarks are set. Focus on results in addition to
the numbers coming through the doors. Performance criteria
should be in line with the center’s population and not cookie-cutter.
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Accept input from the WBCs for performance criteria. The perform-
ance needs to be transparent at all levels. Standardize the mile-
stones and performance goals based on market size. We urge the
Committee to clarify the performance standards.”

Three, program disbursements should be made in a timely man-
ner. We believe that both the names of the grant recipients and the
value of the awards should be made public. The SBA has not fully
disclosed this information. We suggest that these deadlines be es-
tablished during the time when the SBA will disburse the awards.
In recent years, many WBCs have waited months, sometimes until
the end of their very fiscal year before they receive funds, even
though they are still providing services. This puts our members, all
of whom are relatively small nonprofits, in severe cash crunch flow.
This has not set good money management examples for the center
clients and it violates the Federal Government’s Prompt Payment
Act. We urge the Committee to communicate directly with the SBA
on this matter.

The cry for improved payment process rings loudly across metro-
politan, urban, and rural areas where Women’s Business Centers
continue to provide services on scarce resources. They are asking
for streamlining the process for submission and payment in a time-
ly manner. “The manual and antiquated cumbersome system needs
to be upgraded, as we have heard, to be online, automated, speeded
up. The turn-around time needs to be turned around. Be able to
submit electronically and able to navigate the system.”

While many Business Centers have noted improvement in the
payment process, there is still room for improvement. An executive
of the Women’s Business Center in Chicago bitterly notes that she
has reluctantly given the U.S. Government an interest-free loan of
$220,000 for the 2 years while she has waited for her reimburse-
ments.

There are so many success stories that breathe life into the num-
bers that Senator Snowe stated around the State of Maine. The
Women’s Business Centers have not only an economic impact on
our State, but across the Nation, and in fact, we believe that their
efforts are not only revitalizing communities and villages but, in
fact, are helping to restore peace.

We thank the Members of the Senate Committee on Small Busi-
ness for your longstanding support. We thank you for your rec-
ommended $16.8 million in appropriations and for all your efforts.
We are in solid agreement that the SBA procurement process is
long overdue, long overdue. We are honored to be here with you
today, and we welcome any collaborative conversations. Thanks so
much.

[The prepared statement of Ms. Almeida follows:]
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STATEMENT REGARDING WOMEN’S BUSINESS CENTERS
AND REAUTHORIZATION OF THE U.S. SMALL BUSINESS ADMINISTRATION

SUBMITTED TO THE
U.S. SENATE COMMITEE ON SMALL BUSINESS AND ENTREPRENEURSHIP
THE HEARING:
“ EXPANDING OPPORTUNITIES FOR WOMEN ENTREPRENEURS: THE FUTURE
OF WOMEN’S SMALL BUSINESS PROGRAMS”
September 20, 2007

To The Honorable John F. Kerry, Chairman, The Honorable Olympia J. Snowe, Ranking
Member and other members of the Senate Committee on Small Business and
Entrepreneurship:

The Association of Women’s Business Centers (AWBC), a national not-for-profit organization
representing women’s business centers and the women and men they serve, is pleased to provide
bath a written statement and oral testimony to the Committee on the occasion of this important
hearing regarding women’s enterprise development.

The AWBC was founded in 1998 to support entreprencurial development for women as a way to
schieve self-sufficiency, to create wealth and to expand participation in community economic
dey civpment through educational, training, technical assistance, mentoring, development and
financing opportunities. The vision of the AWBC is a world where economic justice, wealth and
well-being are realized through the collective leadership and power of successful entrepreneurial
weinen. As an organizing force of women’s business centers and women business owners, the
mssien of the AWBC is to develop and strengthen a network of women’s business centers to
advance the growth and success of women business owners. The AWBC builds the capacity of
women’s business centers, develops public and private resources to support member centers,
advocates on behalf of women’s business centers and women business owners and otherwise
promotes women’s business development nationally and internationally.

I am honored and pleased to participate in this Committee hearing, both to thank the members of
the Committee for your steadfast and continuing support for women’s enterprise development,
and to raise some important issues for the Committee to consider as you move forward with SBA
reauthorization.

First of all, in the wake of our recently-completed WBC Entrepreneurial and Leadership Training
Conference, 1 bring rousing, unanimous and heartfelt thanks from leaders of women’s
business centers from each one of our 50 states for the introduction of the amendment to what
became Public Law 110-28 on May 25 of this year, which brings permanent funding to the
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Women’s Business Center Program. Our thanks especially to Senators Kerry. Snowe and
Sununu for introducing that amendment and working for its passage.

As the Committee members are well aware, the Women’s Business Center program has been an
important part of the SBA’s entrepreneurial development efforts since the passage of The
Women’s Business Ownership Act of 1988. The program has grown from 4 “demonstration
sites” in its first year to 99 SBA-funded Women’s Business Centers (WBCs) in FY2007, with an
additional 16 Centers currently operating outside the formal program.

Women'’s Business Centers have a remarkable record of achievement over the past 19 years.
including impressive results in recent years as the program has come into its own. WBCs provide
entrepreneurial training, technical assistance and counseling to over 150,000 clients annually,
emphasizing outreach to economically disadvantaged women and women of color. We are also
proud to report that nearly 20% of our clients are men. Results from research conducted by the
National Women’s Business Council in 2004 documents that WBCs provide a staggering 15 to
1 return on investment of Federal taxpayer dollars in businesses launched, business revenues
generated, and jobs created.

Yet, in our dealings with the SBA, we have often been treated as a step-child because of our
“demonstration project” status. With the passage of the legislation in May. we finally feel
recognized for the hard work that WBCs have accomplished over the past 19 years. We are truly
grateful that the program has now been made permanent ~ not the least because it will empower
our discussions with Congress and the U.S. Smal} Business Administration to improve the
program going forward.

That brings us to three important areas that we would like to make the members of the
Committee aware of as you deliberate the reauthorization of the SBA - all of which could use
significant improvement. These are:
¢ Unequal and non-transparent funding levels for individual WBCs,
s Lack of communication and uneven application of performance standards and
evaluations, and
» Significant delays in grant disbursements for WBCs.

1. Per-Center Funding Allocations Should be Consistent and Transparent

In our discussions with our members — women'’s business center leaders ~ we hear constantly
that the amount of the grants awarded not only vary significantly across the centers, but from
year to year within each center. While we realize that part of this variance may be due to
changing appropriations levels, when one looks back at the program over the past six years,
funding has been nearly flat.

The SBA has put in place a “tiering” system for per-center funding, but the formula for tiering is
not clear. The SBA is neither communicating the amounts of upcoming disbursements to centers
nor the reasons why the amounts vary each year and across different centers. More clarity and
transparency is essential to our WBC leaders — each of whom must have this critical information
for cash-flow planning and program management

AWBC Statement to Senate Small Business Committee, 09/20/07
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In a recent survey of our members, here is what they said about funding allocations:
e Clarify tiering
Clarify how to move to the top tier
Specify the factors in weighting WBCs
Suggest quality assurance committee
Do away with tiering. Give everyone $150K. If not performing, put on probation and
then if not performing — out.
Transparency -<communicate> why WBCs are in certain tiers
o Transparency in the tiering system (rural vs. urban)
e Tiering is subjective; make the decisions based strictly on performance

. W & o

We are heartened that WBC funding will now be permanent, and performance-based. However,
funding levels should be communicated clearly, and any formulas for per-center funding should
likewise be communicated a priori. The process as it is applied now seems neither transparent
nor fair, and makes it nearly impossible for WBC leaders to manage their centers’ budgets
effectively. We recommend that the SBA reauthorization legislation address this matter.

2. Performance-Based Funding Allocations Should be Communicated Clearly and
Applied Evenly

Women’s Business Centers have struggled in recent years with a great deal of uncertainty — not
only regarding whether or not they will receive funding, but how much funding they will receive.
Title 11, Section 201, Subsections 2 and 3 of the SBA Women’s Programs Act of 2007 will
remove that uncertainty — establishing three “tiers” or cohorts of WBCs (new, adolescent, and
established) and setting funding levels and budget allocations for each tier. We believe that the
40-20-40 allocation is eminently fair, and recognizes the economic contributions made by WBCs
that have an established track record of service. It also acts to curtail the “black box™ approach
that has been taken lately by the SBA with respect to per-center funding level decision-making.

Knowing the performance is the cornerstone for continued improvement and client delivery
services, Women’s Business Center leaders request clearer information and transparency in the
performance evaluations:

o We need transparency of how milestones & benchmarks are set and how we can

improve

o Results driven in addition to the numbers coming through the door
Performance criteria should be in line with the center populations not cookie-cutter
criteria
Accept input from WBCs for performance criteria
The performance criteria needs to be TRANSPARENT at all levels for all WBCs
Standardize the milestones and performance goals based on market size
10% [goal growth] every year infinitely is unrealistic — not applied to District offices
The make-up of the individual centers need to be taken into consideration, i.e. of the
center’s service area has a small minority population to serve.
o New centers need to be given 2-3 years to get up and running before funding is based

on performance criteria

”» & ¢ & o
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We urge the Committee to clarify that performance standards should be developed with
sensitivity to the age of the center, demographic composition of the community in which it is
based, and communicated widely and in advance of the period of performance.

3, Program Grant Disbursements Should be Made in a Timely Manner

We believe that both the names of the grant recipients and the value of the awards should be
made public. As we stated earlier, in the past the SBA has not fully disclosed such information.
We suggest further, though, that there be a deadline established during which time the SBA
should disburse the program awards. In recent years many WBCs have waited months — often
until the very end of the fiscal year ~ before they receive the funds for the services that they were
delivering throughout the course of the year. This puts our members — all of whom are relatively
small non-profit organizations — in a severe cash-flow crunch. This does not set a good money-
management example for the Centers’ clients, and it violates the Federal government’s Prompt
Payment Act. We would urge the Committee to communicate with the SBA on this matter.

The cry for an improved payment process rings loudly across metropolitan, urban and rural arcas
where Women's Business Centers continue to provide services on scarce resources.
o Streamline the process for submission and pay in a timely manner
o The manual antiquated cumbersome system needs to be upgraded
e Automate it and make the process available online
o Turnaround time needs fo be turned around (advances. notices of award,
reimbursements)
s Speed it up
o Be able to submit electronically & easier to navigate
o We appreciate that OWBQ has improved in this area. Cross training of staff so
reimbursements won't be held up.
s Wedon't know the rules of the game - we just want the rules. This is like a lottery

While many Women's Business Centers have noted improvement in the payment paying
process, there is still room for significant improvements. An executive of the Women's Business
Development Center in Chicago bitterly notes that she has reluctantly given the US government
an interest free loan of $220,000 loan during the past two years as she waits for her
reimbursements.

Improving the consistency of program funding, performance evaluation and communication, and
timely disbursement of grant awards will go a long way to improving WBC program success.

The WBC at Coastal Enterprises in Maine is a case in point:

Maine’s population is predominantly rural; less than a dozen communities have populations
greater than 20,000 and the largest urban area has only 65,000 people. Maine is a poor state,
with sharp regional disparities: there are pockets of poverty where rates approach 20 percent and
unemployment is as high as 12 percent. Overall, the growth in the economy trails that of the
nation and the region, and per capita income consistently lags behind those for the rest of the
region and the country. Approximately thirty-four percent of Maine’s businesses are women-
owned.

AWRBC Statement to Senate Small Business Committee, 09/20/07
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The Women’s Business Center at Coastal Enterprises, Inc. (CEI) headquartered in Wiscasset,
Maine provides essential business development services to its clients. The WBCs clients range
from women who are contemplating starting a business to women who have been in business for
over twenty years, from low-income women struggling to become economically self-sufficient to
women who are interested in enhancing their profitability and creating good jobs for other
women, from home-based service businesses to manufacturing operations; from traditional crafts
to technology-based enterprises. They are brought together by their desire to build their
management skills and the importance that they place on being part of a program that is targeted
to women.

The CEI approach is characterized by innovation, flexibility and interaction. Innovation comes
from working closely with customers to develop services for existing women business owners,
such as peer groups and Advisory Boards and developing services, such as training and technical
assistance in uses of the Internet and E-commerce, to help women business owners remain
competitive in the 21* Century. Flexibility is evidenced by a willingness to design programs
specifically to meet the needs of marginal business owners clustered in rural communities or to
design a three-part, nine-hour start-up training for low-income women to fill a gap in the range
of business assistance services available in Maine or to provide technical assistance on-site at a
business. Interaction comes from limiting the size of workshops and training sessions to
maximize interaction and facilitate peer support and networking.

Renewable funding will enable the Women’s Business Center in Maine to continue its good
work, understanding of the needs of women business owners and providing targeted services for
women business owners in Maine. The following profiles illustrate just a few of the ways that
the Women's Business Center benefits women business owners in Maine:

Mary and her husband Henry own a dairy farm in rural Maine. The fifth generation of
Sfarmers in the family realized that they could not support themselves and their three
children with dairy farming alone. They decided that diversifying their operation was
their only option. Mary approached the Women's Business Center at CEI for help. Two
years later, afier working one-on-one with a business counselor on planning, marketing
and financial management and participating in a peer support group, Mary and her
Jamily have transformed their farm. There are new products: hormone and antibiotic free
chickens, beef and veal animals, pigs and laying hens; and there are new markets: up-
scale restaurants and individual consumers. The new plan has had the added benefit of
involving Mary'’s sons and a nephew in the operation, hopefully, laying the groundwork
for a transition when Mary and her husband are ready to retire. Not only is this family
now fully supporting itself with the farm, but also they have built a new barn and
improved the dairy barn and the manure and drainage systems. In addition, the local
high school vocational class built a small shed to house the retail 