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SUMMARY OF SUBJECT MATTER
TO: Members of the Transportation and Infrastructure Committee
FROM: Subcommittee on Economic Develop , Public Buildings, and Emergency

Management Subcomsnittee Staff

SUBJECT: Hearing on “Doing Business with the Govemnment: The Record and Goals for
Small, Minority, and Disadvantaged Businesses”

PURPOSE OF THE HEARING

‘The Subcommittee on Economic Develop t, Public Buildings, and Emergency
Management will meet on Thursday, September 17, 2009, at 1:30 p.m., in room 2167 of the Raybumn
House Office Building to examine the small business programs of the Architect of the Capitol

(AOC), the G | Services Administeation (GSA), the Federal Emergency Management Agency
(FEMA), the Joha F. Kennedy Center for Performing Arts (Kennedy Center), and the Smithsonian
Institution (Smithsonian).

BACKGROUND

The small business policy of the United States is that each agency shall have an annual goal
that represents, for that agency, the maximum practicable opp ity for small business
coordinate and cooperate with government procurement officers to better utilize the unique
capabilitics of American small businesses, and for the Small Business Administration (SBA) to
otherwise act as an advocate for the concerns of small businesses.

The Federal Acquisition Regulations (FAR) govern the process by which the Federal
Government procures goods and services, 'With respect to small business concerns, the FAR, under
title 48 Code of Federal Regulations (C.F.R)) part 52.219.8, states that:
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It is the policy of the United States that small business concerns, veteran-owned
small business concetns, service-disabled veteran-owned small business concerns,
HUBZone small business concerns, small disadvantaged business concerns, and
women-owned small business concerns shall have the maximum practicable
opportunity to participate in performing contracts let by any Federal agency,
including contracts and subcontracts for subsystems, assemblies, components, and
related services for major systems.

Vatious laws frame small business activities in the Federal Government. The three laws

outlined below are the comerstones of small business policy in the Federal Government.

>

The Small Business Act of 1953 (P.L. 83-163) created the SBA as an independent agency
within the Executive Branch to encourage the use of and protect the interests of small
businesses. Its putpose was to aid, counsel, assist, and protect the interests of small business
concemns in order to preserve free competitive enterprise, ensure that a fair portion of the
total purchases and contracts for supplies and services for the Federal Government is placed
with small businesses, and to maintain the national economy.

The Small Business Act of 1958 (P.L. 85-536) amended the Small Business Act of 1953 and
created the Small Business Investment Corporation, which focused on providing capital and
equity investment to small business. P.L. 85-536 also established that each agency shall have
an annual goal that represents, for that agency, the maximum practicable opportunity for
small business concerns, small business concerns owned and controlled by service disabled
veterans, qualified HUBZone small business concerns, small business concerns owned and
controlled by socially and economically disadvantaged individuals, and small business
concetns owned and controlled by women to participate in the performance of contracts let
by that agency.

The Act to amend the Small Business Act and the Small Business Investment Act of 1958
(P.L. 95-507), which was enacted in 1978, made major revisions to the Small Business Act.
P.L. 95-507 redefined minority firms as “socially and economically disadvantaged”
businesses, authotized the SBA to putchase the preferred secutities of a minority small
business investment company, make loans to State and local development companies,
establish a small business and capitalization program for socially and economically
disadvantaged businesses, and pethaps most importantly, establish an Office of Small and
Disadvantaged Businesses in each Federal agency having procurement powers.

Architect of the Capitol

Although the AOC is not covered by the Small Business Act, the office has actively engaged

in small business contracting. In 2007, the AOC initiated efforts to attract and increase small
business patticipation while being consistent with the values of full and open competition. As part
of this outreach effort, the AOC created 2 database of small businesses that have conducted
business with the AOC, or have self-identified as small businesses interested in future opportunities.
The AOC has stated that “since starting the program, the AOC has awarded 11 small business
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contracts worth more than $10.5 million. These contracts range in value from $121,000 to $2.9
million and provide services ranging from janitorial services to website development.”

The AOC also started the Small Business Subcontracting Program. This ptogram required
large construction contracts or task orders exceeding $1 million to submit a small business
contracting plan. The minimum subcontracting goals set for the large contracts are:

> “Small Business Concerns: 28 percent
> Small Disadvantaged Business Concerns: 8 percent
> Women-owned Small Business Concerns: 5 percent
» HUBZone Small Business Concetns: 3 petcent
> Setvice-disabled Veteran-owned Small Business Concerns: 3 percent”™
The goals established by the program meet or exceed the SBA’s statutory goals for Federal
executive agencies. The first contract awarded under this new program is worth $3.9 million.

General Services Administration

GSA’s Office of Small Business Utilization (OSBU) advocates for small, minority, veteran,
HUBZone, and women business owners. Its mission is to promote increased access to GSA’s
nationwide procurement opportunities. OSBU monitors and implements small business policies
and manages a range of programs required by law. GSA’s small business programs support
entrepreneurial opportunities, identify new business opportunities, and increase technological
capabilities. Consistent with SBA procedures, SBA negotiates with GSA concerning GSA’s prime
contracting goals and achievements with small businesses to ensure that small businesses have the
maximum practicable opportunity to provide goods and setvices to the Federal Government.

In addition, GSA has established the office of GSA Small Business Technical Advisors,
located in each region. These offices work with their respective services, such as
telecommunications or the public building service, to develop independent prime contracting goals
for the small business category. These regional goals support the negotiated agency-wide goal. In
developing independent contracting goals, a review of the last three yeat’s achievements and current
year opportunities is performed.

The following agency-wide goals are in effect for fiscal years 2008-2009:

38 percent for prime contracts awards to Small Business;

8 percent for prime contract awards to Small Disadvantage Business (including 8(a)
Bausiness);

5 percent for prime contract awards to Women-owned Small Business;

3 percent for prime contracts awards to HUBZone Small Business; and

3 percent for prime contract awards to Service-Disabled Veteran-Owned Small Business.”

VVY VYV

* See AOC, Small Business Pact Sheet (2008).
21
3 GSA, Small Business Fact Sheet (2008),
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Each GSA region is responsible for developing and implementing outreach programs.

Outreach efforts include activities, such as small business fairs, trade group seminars, pre-award and
post-award small business opportunity fairs, and other forums that promote the utilization of small
business as contractors. As explained by the GSA:

111

These events are intended to provide an opportunity for small business to meet with
agency tepresentatives to discuss their capabilities and learn of potential procurement
opportunities. Additionally they promote partnering and teaming opportunities for
small and large businesses.*

Federal Emergen anagemern 11

FEMA operates its small business program through the Small Business Specialist Office and

its recently-established Private Sector Office. The Small Business Specialist Office is principally
responsible for ensuring FEMA’s compliance with small business procurement regulations,
practices, and goals of the Federal Government. The newly-created Private Sector Office was
established to conduct outreach to businesses at State and local levels, to engage these entities in all
aspects of emergency management, identify and engage the private sector businesses to aid FEMA
during disasters, and to leverage private sector tesources to help during a recovery effort.

vV V¥V V VY

FEMA’s Small Business Specialist Office’s goals include:

Participating in outteach forums to meet with the Small Business Community;

Conducting petsonal meetings with interested vendors/contractots to present company
capabilities and performance;

Developing goals and acquisition strategies which ate increasingly structured for maximizing
the number of awards to small businesses;

Networking with SBA representatives and local small business development centers;
Participating in local, State, and national conferences, seminars, and exhibits to gain access to
current small business issues and intetface with business and industry; and

Enhancing the Central Contractor Registration, also referred to as “CCR,” in order to
capture local company information interested in debtis removal and/or to support disaster
response and tecovery requirements, as needs arise.”

hn F. Kennedy Petforming Art Nt

The Kennedy Center is not covered by the Small Business Act, but is committed to awarding

a fair portion of its government purchases to small, minority and disadvantaged business enterprises.
The Kennedy Center looks for opportunities to offer contracts to such businesses. Given the
Kennedy Center’s relatively small budget, the opportunities for such awards are limited; however,
each contracting action is evaluated as to its suitability for a small, minority, and disadvantaged
business opportunity in accordance with the guidance provided by the Small Business Act, and

tId

S FEMA, Small Business Fact Sheet (2008).



x1i

subsequent amendments. In addition to such ongoing efforts, the Kennedy Center has established
Basic Ordering Agreements with five small businesses for general construction services, including
life safety work on the roof tetrace, and security upgrades at the parking garage lobbies.

ithsonian Institution

The Smithsonian is not an “agency” as defined in the Small Business Act, 15 U.S.C. § 632(b),
and the Administrative Procedures Act, 5 U.S.C.-§ 551(1), and therefore is not subject to the statutes
and Executive Orders governing small business and Small Disadvantaged Business (SDB)
requirements. However, the Smithsonian abides by the spirit and intent of these various statutes
and Executive Orders on all projects where Federally-appropriated dollars are spent. In addition,
the Smithsonian applies small business goals in all procurement actions, to the greatest extent
practicable. The Office of Contracting (OCon) and the Office of Equal Employment and Minority
Affaits (OEEMA) monitor and implement the Institutions programs in this area.® According to the
Smithsonian:

It is Smithsonian Institution policy that, to the maximum extent practicable, and
within the context of the Institution’s contracting needs, small businesses and SDBs
should be provided opportunities to compete for and be awarded Smithsonian
procurements and contracts for which they qualify and are able to meet performance
requirements.”

In accordance with Smithsonian directives and policy, the Director of OCon and the
Smithsonian Supplier Diversity Program (SDP) Manager establish annual small business and SDB
utilization goals. Consistent with SBA procedures, these goals are established considering guidance
provided by the SBA, the SBA nationwide small business goals, SDB utilization goals, and annual
goals established by individual Smithsonian units. These targets are also based on the established
goals for a percentage of the number and dollar amount of subcontracts awarded by Smithsonian
prime contractors to small businesses and SDBs in previous years. The SDP Manager obtains SBA
review of the Smithsonian-proposed goals on a biennial basis. According to the Smithsonian:

When the SBA recommends changes to the Smithsonian proposed goals, the SDP
Manager confers with the Director of OCon, priot to entering discussions with the
SBA to adjust the Smithsonian-proposed procurement goals. Information regarding
the Institution’s cutrent goals for small business and SDB utilization is published
separately by the Office of Equal Employment and Minority A ffairs.®

According to Smithsonian practices, at the beginning of each fiscal year, this information is
updated and revised goals are established. There are periodic reviews and progress repotts are
prepared. These reports look at progress in terms of the number of procurement actions taken and

¢ According to the Smithsonian, “[t}he Office of Equal Employment and Minotity Affairs (OEEMA) is responsible for
outreach to the small/disadvantaged business community and for advocacy within the institution. OEEMA also
monitors and reports on equal employment oppottunity (EEO) and small and disadvantaged business (SDB) initiatives.
OEEMA coordinates with the Smithsonian Office of Contracting.”

7 Smithsonian Institution, Smithsonian Directive 216 (2005).

I
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the total value of awards made by the Smithsonian units to small businesses and SDBs, and by the
number and dollar value of subcontracts that Smithsonian prime contractors award small businesses
and SDBs during each fiscal year. Following the SDP Manager’s review, these reports are then
provided to the SBA in accordance with the Smithsonian’s external report review and clearance
procedures.’

PRIOR LEGISLATIVE AND OVERSIGHT ACTIVITY

On Match 6, 2008, the Subcommittee on Economic Development, Public Buildings, and
Emetgency Management held a hearing to review the goals and small business plans of the agencies
under the Subcommittee’s jurisdiction. Small businesses are central to today’s economy; small
businesses create most of the jobs and these jobs tend to remain in the United States. During
uncettain economic times, Federal contracting and procurement become even more important to
small business.

v 1d.
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DOING BUSINESS WITH THE GOVERNMENT:
THE RECORD AND GOALS FOR SMALL, MI-
NORITY AND DISADVANTAGED BUSINESSES

Thursday, September 17, 2009

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON EcoNOMIC DEVELOPMENT, PUBLIC
BUILDINGS AND EMERGENCY MANAGEMENT,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The Subcommittee met, pursuant to call, at 1:55 p.m., in Room
2167, Rayburn House Office Building, Hon. Eleanor Holmes Norton
[Chair of the Subcommittee] presiding.

Ms. NORTON. I apologize for the delay. Votes delay and continue
to delay. Since I vote on some matters on the House floor, I fin-
ished those matters on which I vote. The Ranking Member is still
allowed to vote on some matters that I am not allowed to vote, al-
though his people don’t pay as many Federal income taxes as mine
do per capita, as I shall remind him, but these are the last votes
of the day. So I only hope with all the arrangements Members
make to leave that he will be able to come.

This Subcommittee is pleased to welcome our witnesses today.
We look forward to hearing the testimony of our small business
witnesses concerning their experiences in contracting with the Fed-
eral Government. And we are also pleased to receive the testimony
of agencies within the jurisdiction of this Subcommittee about their
goals and accomplishments for small businesses and for minority-
owned, minority-women-owned and our disadvantaged businesses.

The subject of today’s hearing could not be more timely or impor-
tant because of the government’s critical interest in ensuring that
small minority and women-owned businesses are given an equal
opportunity for Federal contracts.

According to information supplied us by the Department of Jus-
tice, there is strong evidence that these small businesses continue
to face barriers in numerous areas of business that unlawfully limit
their opportunities. For example, minority and women-owned busi-
nesses experience discrimination from business lenders, are
charged higher prices for essential materials, are intentionally sub-
jected to unnecessarily high bonding requirements, and are ex-
cluded from subcontracting opportunities by prime contractors. Ro-
bust implementation of the Federal programs enacted to support
these businesses is necessary to ensure that the government does
not unlawfully and unconstitutionally participate in or perpetuate
these barriers.

o))
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Today’s hearing is a follow-up of our March 6, 2008, hearing on
the subject when we alerted our agencies that we would be holding
annual oversight hearings on issues and progress in small business
contracting. Among the issues we addressed last year were bun-
dling of contracts by Federal agencies that makes it difficult for
small businesses to compete, the benefits of competing on the GSA
schedule, small business outreach by Federal agencies, and how
agencies account for small business participation in procurement.
We look forward to examining agency efforts to address these as
well as new issues that may have arisen.

This Subcommittee places a strong emphasis on business, small
businesses, because they are central to the U.S. economy, particu-
larly during what is now being called the Great Recession. The
Federal Government as the largest small business contractor has
a special obligation to this indispensable sector, especially in to-
day’s economic turndown. The roughly 25 million small businesses
in the United States account for 50 percent of the Nation’s private
nonfarm gross national product; however, they receive only 20 per-
cent of Federal contracts. Women make up 30 percent of the small
business owners nationally in 2008, but received only 3.4 percent
of contracts. Minorities own 18 percent of small businesses nation-
ally, but receive only 6.8 percent of Federal contracts in 2008.

Because most of the jobs created by small businesses remain in
this country, their formidable job creation power has premium
value for our economy and for the American people. Small busi-
nesses with fewer than 500 employees accounted for 64 percent of
the 22.5 million net new jobs between 1993 and the third quarter
of 2008, according to the Small Business Administration. Of course,
many Federal contracts necessarily go to large contractors, so Fed-
eral agencies are in the best position themselves to analyze their
contracts in order to make a fair and practical allocation of con-
tracts that should go to small businesses under the law.

We are particularly interested in how agencies make these allo-
cations, considering that small businesses are responsible for the
lion’s share of new jobs. Unfortunately, however, the difficulty of
establishing and maintaining small businesses, even in the best of
economic times, means that many of these businesses and the jobs
they generate do not survive; however, they are quickly replaced by
new risk takers, characteristic of successful entrepreneurship in
this country.

The Small Businesses Administration said in a recently released
report to the President that the recession’s credit freeze in the
short-term funding market had a particularly harmful effect on the
ability of small businesses to operate.

The American Recovery and Reinvestment Act provided an im-
portant opportunity for the Federal Government to offer a lifeline
to small businesses in this tough economy. As of August 14, 2009,
the SBA reports that 23.7 percent of the 8.37 billion in Recovery
Act contract dollars have gone to small businesses, and those Fed-
eral agencies have been meeting disadvantaged business category
goals with stimulus spending as well.

SBA reports that 10.6 percent of contracts are awarded to small
disadvantaged businesses, 87 percent to aid a firm, 6.4 percent to
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HUBZone firms, 4.3 percent to women-owned firms, and 3.1 per-
cent to service-disabled-veteran-owned firms.

How have the businesses under our jurisdiction, this Subcommit-
tee’s jurisdiction, used stimulus funds or other funds available to
them to help fill the gap for small businesses in today’s economic
climate? In stimulus funding alone the General Services Adminis-
tration is receiving approximately $5.5 billion, the Federal Emer-
gency Management Agency, or FEMA, is receiving $210 million,
and the Smithsonian is receiving $25 million. We will be interested
to know the number and type of opportunities for small business
contracting that have been generated by agencies under the juris-
diction of this committee.

For almost 50 years it has been the policy of the Federal Govern-
ment to encourage the participation of small business in Federal
procurement and contracting. The Small Business Act requires an
affirmative Federal policy of doing business with small busi-
nesses—and here I am quoting—"in order to preserve free competi-
tive enterprise, ensure that a fair portion of the total purchases
and contracts for supplies and services for the Federal Government
is placed with small businesses, and maintain and strengthen the
overall economy of the Nation,” end quote.

For minority and women-owned businesses, there is an addi-
tional 14th Amendment constitutional obligation carried out in
Federal law by Title 6 of the 1964 Civil Rights Act and by other
Federal legislation to assure that Federal dollars do not fund dis-
criminatory activities. In Fullilov v. Klutz, the Supreme Court
found that Congress had the authority to remediate historic dis-
crimination by contracting through, quote, —"prospective elimi-
nation of barriers to public contracting opportunities,” end quote.

Tough competitive standards must be enforced for small busi-
nesses and small disadvantaged businesses as for large contractors;
however, targeting Federal procurement contracts and subcontracts
for small businesses and for management and technical grants,
educational and training support, as well as security bond assist-
ance are obligations under the law.

Although the Small Business Administration has oversight for
encouraging small business participation by Federal-sector agen-
cies, only continuing and regular oversight by the authorizing and
appropriation committees with whom we will be working on these
issues in concert can hold individual agencies accountable to imple-
ment the small business policies of the Federal Government. We
believe that this Subcommittee has the obligation to increase the
momentum established with our first hearing, considering the so-
called Great Recession that has seized the country and most of the
world.

The agencies before us today have submitted information to our
Subcommittee on their progress in meeting the requirements of
Federal law. Three of these agencies, the Architect of the Capitol
as a legislative agency, the Smithsonian Institution, and John F.
Kennedy Performing Arts Center, technically are not covered by
iche Small Business Act, but to their credit voluntarily abide by the
aw.

We will be happy to hear from all the Federal agencies for which
we perform oversight, General Services Administration, the Fed-
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eral Emergency Management Agency, the Architect of the Capitol,
the Capitol Visitors Center, the Smithsonian and the John F. Ken-
nedy Performing Arts Center. We offer our thanks in advance as
well to our small business witnesses.

Our first panel consists of the Federal witnesses, and we can pro-
ceed left to right. Thank you. Our first witness, Tamela Riggs, Dep-
uty Assistant Commissioner for Vendor Alliance and Acquisition,
General Services Administration, Public Building Service.

TESTIMONY OF TAMELA RIGGS, DEPUTY ASSISTANT COMMIS-
SIONER FOR VENDOR ALLIANCE AND ACQUISITION, GEN-
ERAL SERVICES ADMINISTRATION, PUBLIC BUILDING SERV-
ICE; JACOB HANSEN, DIRECTOR, ACQUISITION MANAGE-
MENT DIVISION, FEDERAL EMERGENCY MANAGEMENT
AGENCY; RUDY WATLEY, SUPPLIER DIVERSITY PROGRAM
MANAGER, OFFICE OF EQUAL EMPLOYMENT AND MINORITY
AFFAIRS, THE SMITHSONIAN INSTITUTION; ROGER MOSIER,
VICE PRESIDENT OF FACILITIES, THE JOHN F. KENNEDY
CENTER FOR THE PERFORMING ARTS; STEPHEN T. AYERS,
AIA, ACTING ARCHITECT OF THE CAPITOL; AND TERRIE
ROUSE, CHIEF EXECUTIVE OFFICER FOR VISITOR SERVICES,
CAPITOL VISITOR CENTER

Ms. RiGGs. Thank you. Good afternoon, Madam Chair.
Ms. NORTON. Could you turn your mike on or put it closer to

Ms. RigGs. Better?

Ms. NORTON. A little bit.

Ms. RiGGS. Now

Ms. NORTON. Say something, and we will know.

Ms. RiGGs. Okay. Testing.

Ms. NorTON. Okay. That is good.

Ms. RiGgas. Thank you. Good afternoon, Madam Chair and Mem-
bers of the Subcommittee. Thank you for ‘the opportunity to appear
before you today to discuss the General Services Administration’s
record and goals for small minority and disadvantaged businesses.
I am Tamela Riggs, Deputy Assistant Commissioner for the Public
Building Service’s Office of Acquisition Management at GSA, and
it is my pleasure to be here today.

As the premier acquisition agency of Federal Government, GSA’s
mission is to help Federal agencies better serve the public by offer-
ing, at best value, superior workplaces, expert solutions, acquisition
services and management policies.

GSA’s focus on small business starts with their agency leaders,
who recognize the importance of small businesses in our Nation’s
economy and in helping the Federal Government to accomplish its
work. We know that small businesses bring new and innovative so-
lutions to government challenges, and that a successful and strong
small business community is integral to job creation, community
empowerment and economic revitalization.

Our agency works hard to improve small business access to our
procurement programs. GSA has continually increased its efforts to
purchase products and services from small business, which has led
to not only meeting our small business goals, but exceeding them.
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The Small Business Act establishes for Federal executive agen-
cies an annual goal of awarding 23 percent of prime contract dol-
lars to small businesses. At GSA in fiscal year 2008, over $1.8 bil-
lion, or 38 percent of all prime contract dollars, went to small busi-
nesses. We are proud that in 2008 we surpassed the small business
statutory goal and all of the socioeconomic goals that were set for
our agency.

GSA’s Public Building Service procures services related to real
estate. PBS’s largest contracting areas are repair and alteration of
buildings, construction of buildings and operations and mainte-
nance. In fiscal year 2008, of the more than $2.4 billion eligible in
those areas, 1.2 billion, or 50 percent of the dollars, was awarded
to small businesses.

GSA’s Federal Acquisition Service creates procurement vehicles
that cover more than 4 million commercial products and services
and has a strong record of helping other Federal agencies achieve
small business contracting. The FAS Multiple Awards Schedules
Program offers small businesses a tremendous opportunity for po-
tential work with Federal, State and local governments. I am
happy to report that 80 percent of all scheduled contracts are with
small businesses. In fiscal year 2008, using these scheduled con-
tracts, Federal agencies awarded over $13 billion in awards to
small businesses, which is approximately 36 percent of the total
dollars spent in that program.

Within GSA there are many resources available to help small
businesses and to provide them with useful information. In addi-
tion to the support provided through FAS and PBS, our Office of
Small Business Utilization provides direct support to the small
business community. They have resources, small business technical
advisors in each of our 11 regional offices as well as our head-
quarters. And our GSA Web site, GSA.gov, provides valuable infor-
mation and links to a variety of resources and small business infor-
mation.

GSA has consistently demonstrated its commitment to small
businesses, and we are proud that we were able to exceed our goals
in 2008. Additionally, we are very excited to be part of the efforts
under the American Recovery and Reinvestment Act. We recognize,
however, that the large influx of funding for recovery projects,
while increasing the overall amount that GSA is able to award to
small businesses, may negatively impact our percentage goals. For
example, many of our construction projects funded by the Recovery
Act by nature of their size and complexity are unlikely to be won
by large businesses. Therefore, GSA has significantly increased its
small business outreach and education efforts to heighten the small
business community’s awareness of Recovery Act contracting oppor-
tunities.

GSA also remains committed to negotiating aggressive small
business subcontracting plans with prime contractors. We are now
publicizing prime contractors’ contact information on line at
GSA.gov and hosting partnering events that provide opportunities
for small businesses to present qualifications and form relation-
ships with prime contractors.

Madam Chairwoman, our agency is strong, innovative and deter-
mined to find new and promising ways to ensure that the small
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bus}ilness communities continue to partner and excel when working
with us.

I thank you for the opportunity to appear before you today, and
I will be happy to answer any questions which you may have.

Ms. NORTON. Thank you very much, Ms. Riggs.

The next witness is Jacob Hansen, Director, Acquisition Manage-
ment Division of FEMA.

Mr. HANSEN. Chairwoman Norton and Members of the Sub-
committee, thank you for the opportunity to appear before you
today. I will submit a written statement for the record in the near
future. In addition to my oral statement, I will be pleased to re-
spond to any questions you may have today.

FEMA'’s mission is to support our citizens and first responders to
ensure that as a Nation we work together to build, sustain and im-
prove our capability to prepare for, protect against, respond to, re-
cover from and mitigate all hazards. FEMA’s procurement goal is
to use competitive strategies while also providing local and socio-
economic business contracting opportunities whenever and wher-
ever possible.

I am proud to report that FEMA has competed 85.5 percent of
its procurement dollars to date in fiscal year 2009. This is up from
78.1 percent competition statistics in fiscal year 2008. This is a
major accomplishment, and FEMA leads all DHS components in
the percentage of procurement dollars awarded through competi-
tion thus far in fiscal year 2009.

Form should follow function in addressing diversity on emer-
gency management contracting. Accordingly, FEMA is working to
develop an organization that more closely reflects the diversity of
our stakeholders. Further, the businesses with which we choose to
work and invest taxpayer money to build our capabilities must also
reflect this mission. As a measure of our commitment, FEMA has
dedicated a full-time small business specialist whose primary re-
sponsibility is to increase contracting opportunities for small, mi-
nority and disadvantaged business. The position is currently being
filled by a senior member of my staff as we look for an experienced
permanent replacement. It is anticipated the position will be filled
during the first quarter of fiscal year 2010.

Having a dedicated small business specialist helps to institu-
tionalize and focus attention on the small and minority contracting
efforts, as well as helps to maintain a level playing field.

FEMA continues to work to meet and exceed our socioeconomic
contracting goals. In fiscal year 2007, for example, FEMA awarded
$485 million to small businesses. This amount represented approxi-
mately 33 percent of the Agency’s total procurement dollars award-
ed in that fiscal year, thus exceeding the then small business goal
of 30 percent set by DHS. However, in fiscal year 2008, while
FEMA increased awards to small businesses to $495.3 million, that
figure represented only 26.8 percent of the Agency’s total procure-
ment dollars, which was less than the 31.9 percent goal for fiscal
year 2008.

As of September 15th, 2009, in fiscal year 2009, FEMA has
awarded $405.5 million to small businesses, which represents 29.5
percent of the Agency’s total expanded procurement dollars, just
under the 31.9 percent target for this year. Hopefully the next 2
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weeks we will continue to see an increase in the percentage of con-
tract dollars awarded to small businesses as the end of the Federal
fiscal year typically tends to be very busy.

The reason why FEMA did not meet its goal in fiscal year 2008
is largely attributable to Hurricanes Ike and Gustav, as FEMA
thought it necessary to activate a significant number of preposition
contracts, all of which were awarded competitively to large busi-
nesses.

With respect to the areas in which FEMA has exceeded its goals,
slightly more than 6 percent of the procurement dollars have been
awarded to women-owned businesses, and approximately 5.6 per-
cent of procurement dollars have been awarded to small disadvan-
taged businesses.

FEMA will continue to work to meet the Agency’s service-dis-
abled-veteran-owned small business, SDVOSB, and historically un-
derutilized business empowerment zones, the HUBZones, small
business goals of 3 percent respectively. To date in 2009, FEMA
has awarded 2.9 percent to SDVOSBs, and has awarded 1.03 per-
cent to HUBZone small businesses.

It is worth noting that the small minority and disadvantaged
business investments made in fiscal year 2009, approximately 22
percent were for professional services, 20 percent were for manage-
ment support services, 14 percent were for ADP and IT services,
and 5.1 percent were for housekeeping services.

As the Subcommittee considers how well FEMA is working with
small minority and disadvantaged businesses across the procure-
ment continuum, we urge you also to take note of how we are en-
gaging the private sector, whether large or small, across the Home-
land Security landscape. FEMA continues to aggressively pursue
initiatives with the private sector and business community on var-
ious fronts to build a stronger emergency management system.
These initiatives include, one, the FEMA Private Sector Division of
External Affairs established a dialogue with the private sector year
round. Working with acquisitions and other FEMA programs, the
division increased awareness among private-sector audiences of all
sizes of key resources on how to do business with FEMA, disaster
preparedness and recovery information, training, and other re-
sources.

The division also maintains an on-line portal with resources and
training for businesses of all sizes—that address is www.fema.gov/
private sector—as well as a growing distribution list of almost
18,000 subscribers nationwide who received private-sector pre-
paredness tips and other updates. The division also developed and
piloted a basic training course for disaster reservists who work
with the local businesses in declared disasters.

Two, FEMA is building new and enhancing existing prepared-
ness partnerships.

Three, FEMA is soliciting private-sector participation in a devel-
opment and refinement of the National Response Framework and
the National Preparedness System.

Four, FEMA is creating stronger and more vibrant public/private
partnerships through programs and initiatives, namely, the Citi-
zens Corps, Ready Business, and the FEMA Donation Management
System and other national, regional, State and local planning exer-



8

cise and training efforts. These efforts foster open lines of commu-
nication with our Homeland Security partners and the business
and nonprofit communities.

We are leveraging the resources and expertise of our partners in
the private and nonprofit sectors even above and beyond the impor-
tant role they have always played in the past. It is important, how-
ever, to give some contextual perspective on the opportunity and
challenge involved in effectively engaging the private sector in
emergency management.

The magnitude and complexity of the business community, with
its varying needs, capabilities and capacity, makes coordination a
daunting challenge and will require a sustained and long-term ef-
fort. Through its Private Sector Division of External Affairs, FEMA
continues to build a network with nongovernmental organizations;
business and trade associations; and local, regional and national
Chambers of Commerce, and anticipates making continued signifi-
cant progress in integrating the private sector as a full partner in
incident management. We know that the worst time to build pri-
vate-sector relationships is during a disaster. Thus, we are building
them today in a sustainable and ongoing manner.

Thank you for the opportunity to speak about FEMA’s record and
goals in working with small, minority and disadvantaged busi-
nesses.

Ms. NORTON. And thank you, Mr. Hansen.

Now, my good friend and the Ranking Member has been good
enough to stop by after the last vote and people clear out of Dodge.
And he has got to clear out for a plane, so I am interrupting the
testimony, if you will forgive me at this time, to hear the Ranking
Member’s statement, with appreciation that he did stop by before
running off.

Mr. DiAz-BALART. Thank you, Madam Chairwoman, and I thank
all the witnesses. I apologize for the interruption. I also want to
thank the Chairwoman for always being so kind and under-
standing. Thanking you also for holding this very important hear-
ing.

Small business obviously—the Small Business Act directs the
Federal Government to protect the interests of small businesses in
order to preserve the competitive enterprise and free market, and
a fair share of Federal Government contracts are awarded to small
businesses. And obviously nobody can deny the importance of small
businesses to our economy and to strengthening our economy.

Also, we all know, unfortunately, that the national unemploy-
ment rate has risen to 9.7, the highest since 1983. Florida’s unem-
ployment rate is even above the national average at 10.7 percent.
And the Chairwoman knows Florida very well, has been there a
number of times. So job creation has to be a priority.

Obviously, when you look at job creation, it is small businesses.
That is who creates jobs. So obviously small businesses have also
developed more patents per employee than larger businesses, for
example, which much greater number coming from the smallest
firms, smallest companies and smallest firms, with fewer than 25
employees. Not only do they create jobs, but they are also
innovators.
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In Florida, small businesses account for more than 99 percent of
the State’s employers, and they provide 44 percent of private-sector
jobs. Those are astonishing numbers. When you want to incentivize
the economy, and you want the job creation, you have to look at
small businesses. And those numbers are very plain.

Now, despite the importance of protecting the interests of small
businesses, unfortunately many government agencies are con-
tinuing to really fall short of their goals for contracting with small
businesses. Last year only 1 of 24 agencies scored by the Small
Business Administration met all of its small business contracting
goals. I am very pleased, however, that GSA met its 2008 goals.
That is a step in the right direction, and we are very proud of that.
But despite this progress, we need to continue to pressure agencies
to continue to work with small businesses to achieve those goals.

Obviously, in addition, agencies must ensure that contracting
practices are fair, they are accessible, and they are transparent, ob-
viously to maximize small business participation. And as I stated
a little while ago, supporting small businesses is crucial, always is
crucial, but particularly now with the unemployment rate as high
as it is. And again, as I said a little while ago, if you want to create
jobs, you have to look no farther than small businesses.

I want to thank you all for being here today. I apologize that I
do have to step out. And again, thank you, as always, for being so
courteous with me.

Ms. NORTON. Thank you very much, Mr. Diaz-Balart.

Now we go on to Mr. Watley.

Mr. WATLEY. Good afternoon, Chairwoman Norton. My name is
Rudy Watley, and I am the Supplier Diversity Program Manager
in the Office of Equal Employment and Minority Affairs at the
Smithsonian Institution. On behalf of the Institution, let me ex-
press my appreciation to you for holding this hearing on the use
of small, disadvantaged, minority and women-owned small busi-
nesses in Federal contract operations. And let me thank you for in-
viting the Smithsonian Institution to participate in this discussion
and share with you a few of our Supplier Diversity Program
achievements and ongoing initiatives.

The Smithsonian is the world’s largest museum and research
complex. With 19 museums, 9 research centers, 137 million arti-
facts, 18 libraries and the National Zoo, the Smithsonian stands
out as a unique entity and a leader in science, research, history,
art and culture.

The Smithsonian Institution is a trust instrumentality of the
Federal Government that has been a public-private partnership
since its establishment 163 years ago. Its mission is the increase
and diffusion of knowledge, and the support of the administration
and Congress is essential to the achievement of this mission. The
Institution’s leadership believes that diversity and inclusion are in-
tegral components of the mission, and it is expressly committed to
diversity in all aspects of its workforce and business operations.

Diversity and inclusion have long been a part of the Institution’s
strategic plan and performance plan, our policy statements and di-
rectives. Doing business with small, minority and women-owned
business is a reflection of that commitment. Over the past 3 years,
the institution has spent roughly 40 to 50 percent of its contract
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and procurement dollars with small businesses, and, as indicated
in the materials attached to my written statement, you can see
that the Institution has consistently achieved and exceeded all of
its procurement preference goals except one, service to disabled-vet-
eran-owned small businesses. Our SDVOSB goals, like SBA’s gov-
ernmentwide goal, is 3 percent, and over the past year we in-
creased our use of these firms from 1 percent in fiscal year 2007
to 2.8 in fiscal year 2008. We have made progress, and we are ac-
tively pursuing and zeroing in on projects that can be performed
by these firms.

As shown in the chart provided for fiscal year 2009, we have ex-
ceeded and more than doubled our accomplishments. These accom-
plishments speak for themselves. Specifically we have spent 49 per-
cent of our Federal contracting dollars with small businesses, a
whopping 20 percent with small disadvantaged businesses, 12 per-
cent with 8(a) small disadvantaged businesses, 10 percent with
women-owned small businesses, and we found a way to exceed our
HUBZone goal with 5 percent of contracting dollars to help
HUBZone firms.

While achieving our procurement goals for service-disabled-vet-
eran-owned small business remains a challenge, we are actively
pursuing opportunities to do business with these firms.

The success of the Smithsonian Supplier Diversity Program is
the result of unwavering commitment from the top, starting with
the Secretary. Dedication and collaboration from all managers and
perseverance on the part of all procurement officials are the ingre-
dients that makes the program work as well as it does. I am
pleased to say that the collaborative relationship among the Sup-
plier Diversity Program, our Office of Contracting, Procurement
and Property Management, as well as the major buying units at
the Smithsonian is exemplary.

Let me share with you some of our supplier diversity accomplish-
ments this year. Thirty-eight percent of our American Recovery
and Reinvestment Act funds allocated to the Smithsonian were
spent in contracts with minority small businesses. Specifically, 9.5
million of the 25 million the Smithsonian received in Recovery Act
funds were obligated to 8(a) small businesses. Using our Supplier
Diversity Program infrastructure, we were able to move swiftly to
galvanize and employ these firms to participate in this great oppor-
tunity. This is a testimony to the effectiveness of our program and
the Institution’s commitment to supplier diversity.

Let me share one more example of the success of the
Smithsonian’s commitment to supplier diversity that I believe will
have historic significance. As the result of aggressive outreach ini-
tiatives, minority-owned firms were identified and competed in the
design competition for the new National Museum of African Amer-
ican History and Culture, and the winning firm is minority owned.
We are currently in negotiation with a minority firm to perform the
architecture and engineering design services for the new museum.
We are particularly proud of this accomplishment.

In closing, let me reiterate, as evidenced by our accomplish-
ments, the Smithsonian Institution’s commitment to diversity
throughout its operations remain strong, and we will continue to
engage a wide array of small disadvantaged, minority and women-
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owned firms, as well as service-disabled-veteran-owned firms in our
business relationships.

Thank you again for this opportunity to share our story, and I
am happy to answer questions.

Ms. NORTON. And thank you, Mr. Watley.

The next witness is Roger Mosier, Vice President of Facilities,
John F. Kennedy Center for the Performing Arts.

Mr. Mosier.

Mr. MOSIER. Good afternoon, Madam Chairwoman. My name is
Roger Mosier, and I serve as Vice President of Facilities for the
John F. Kennedy Center for the Performing Arts.

The Kennedy Center is unique in that it serves the dual purpose
of being the national cultural center and the memorial to President
John F. Kennedy. Each year the Kennedy Center reaches over 2
million people with more than 2,000 performances in all performing
arts disciplines. Every season our focus is on developing program-
ming that achieves national and international acclaim as is befit-
ting our role as the national cultural center. We appreciate the
committee’s interest in the promotion of small businesses. I will
provide an overview of the Kennedy Center’s efforts in this regard.

In fiscal year 2009, the Center received direct Federal funding of
$36.4 million for operations and maintenance and capital repair.
While our contracting activities are small in comparison to the
agencies appearing with me, we are committed to awarding a fair
portion of our Federal purchases to small minority and disadvan-
taged business enterprises. The Kennedy Center continually looks
for opportunities to offer contracts to small businesses. Given our
relatively small budget, the opportunities for such awards are lim-
ited; however, each contracting action is evaluated as to its suit-
ability for small, minority or disadvantaged business opportunity.

In general, the Center’s Chief of Contracting serves as our small
business advocate. In addition, project managers and other con-
tracting officers representatives are also advocates for this program
due to our track record of successful work with small businesses.

Regarding operations and maintenance funding, many basic serv-
ices and minor repair contracts are awarded to small businesses,
including minority businesses, disadvantaged businesses. These
contracts range in size from $3,000 for sign language interpretation
for Federal employees to approximately $2 million for housekeeping
service. On an ongoing basis the Center utilizes small businesses
for services such as elevator maintenance and inspection, asbestos
abatement, indoor air quality monitoring, artwork and textile
maintenance, pipe organ maintenance, emergency generator main-
tenance, fire pump maintenance, and various mechanical and elec-
trical equipment inspection, repair and maintenance services. Addi-
tionally, supplies such as carpet, air filters, paint, light bulbs and
many more are regularly purchased from small businesses.

For construction projects, from capital projects to major mainte-
nance, we utilize small businesses for both consulting and con-
tracted services. For professional services we have contracted with
small businesses for architectural and engineering services, cost es-
timating, and contraction scheduling review.

For general construction work we have awarded a number of con-
tracts to small businesses ranging in size from $20,000 to nearly
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5 million. These have included recently completed work to upgrade
life safety systems on the Center’s Roof Terrace level and a project
to paint the exterior columns of the facility. Both of these projects
were completed within budget and on schedule.

This summer we awarded a construction contract of $4.9 million
to a small business for the renovation of the concert hall support
spaces, including practice rooms, rehearsal rooms, lockers and of-
fices. This project is one the largest capital projects we currently
have in progress.

Most recently we awarded approximately $1.8 million in mis-
cellaneous life safety work to a small business for construction
work, and that is just getting under way.

The Center has also established open contracts with small dis-
advantaged general contracting businesses participating in the 8(a)
program. These contracts are utilized for minor repair and signifi-
cant maintenance projects that typically cost less than a quarter
million.

The Center has worked with 8(a) firms for many years and cur-
rently has four 8(a) firms under indefinite delivery and indefinite
quantity contracts. This summer 8(a) firms refurbished the Cen-
ter’s coat check room, renovated the African Room, and repainted
a significant portion of the concert hall ceiling.

The Center has achieved success in working within the 8(a) pro-
gram by actively pursuing opportunities to promote the use of
small minority and disadvantaged businesses, including meetings
with a marketing firm representing 8(a) firms. This allows us to re-
main current on the breadth of companies participating in the pro-
gram as well as their capabilities.

Based on the size and scope of the contract to be awarded, the
contracting office will avail itself of the option to go directly to the
Small Business Administration for a set-aside, or it may limit com-
petition to only small minority and disadvantaged businesses. This
method proved successful in the award of our housekeeping con-
tract, which is in the final year of a multiyear contract. A new
small business procurement for the next housekeeping contract is
currently ongoing.

While not every contract can be awarded utilizing these small
business vehicles, many of the capital projects outlined in our 5-
year comprehensive building plan are of a size and complexity that
fit within the services we obtain through our small business rela-
tionships. The Kennedy Center’s capital plan includes a number of
relatively smaller infrastructure projects that we have been able to
award to small businesses.

In summary, our experiences with small minority and disadvan-
taged businesses have proven to deliver a successful outcome in a
variety of areas, including services, supplies, consulting and con-
struction. As a result we are proactive in seeking out opportunities
for the appropriate award of small business contracts. We appre-
ciate the Subcommittee’s interest in this program and for including
the Kennedy Center in this discussion this afternoon. Thank you.

Ms. NORTON. Thank you, Mr. Mosier.

The next witness is Stephen Ayers, the Acting Architect of the
Capitol.
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Mr. AYERS. Thank You, Madam Chairwoman, for inviting me
here today to discuss the AOC’s efforts to increase procurement op-
portunities for small businesses. We have made tremendous
progress in our efforts to implement programs that enable and en-
courage small businesses to effectively compete for AOC contracts.

Specifically I have directed our staff to implement two programs
to actively award contracts to companies that reflect the diversity
of our country, above and beyond the standard requirements of
Federal regulations. These include a small business set-aside pro-
gram for small purchases between $5,000 and $100,000, and a
small business subcontracting program for construction contracts
exceeding $1 million. Additionally, we have recently partnered with
the Small Business Administration to further utilize small business
programs.

On August 10th, SBA Administrator Karen Mills and I signed a
Memorandum of Understanding to establish the roles and respon-
sibilities of each of our agencies in the implementation of the use
of small business programs at the AOC. The Memorandum of Un-
derstanding, while preserving the separation of powers between the
legislative and executive branches, establishes the support activi-
ties, roles, and responsibilities necessary for the AOC to fully uti-
%ize small businesses identified under the SBA Act and SBA’s regu-
ations.

Our Small Business Subcontracting Program, which was
launched in August of 2007, requires large businesses that are
awarded construction contracts exceeding $1 million to submit and
adhere to a small business subcontracting plan. This plan includes
goals for prime contractors recruiting small businesses as subs, and
they must meet or exceed the Small Business Administration’s
statutory goals for Federal executive agencies.

When contracts are awarded to large businesses under this pro-
gram, we require each one to submit a semiannual progress report
detailing how well they are achieving the prescribed goals. On Oc-
tober 1st of this year, our Small Business Set-Aside Program will
be fully in effect for small purchases between $5,000 and $100,000.
Under this program our contracting officers make every effort to
identify and use small disadvantaged, women-owned, veteran-
owned, and service-disabled-veteran-owned small businesses.

Along with these programs, we continue to reach out to identify
small businesses that are currently working with the AOC or are
interested in competing for work with us in the future. We also
continue to reach out to new vendors, and the data received is used
to identify small businesses that can compete for our requirements.
Vendors not previously used by the AOC can also submit literature
to our Small Business Office, and they can find information on that
on our Web site.

As we continue to expand our current vendor database to include
small business information, our procurement staff continues to
communicate business opportunities with diverse audiences
through workshops, small business fairs and small business con-
ferences.

Madam Chair, the AOC is leading the way in the legislative
branch in encouraging small disadvantaged and women-owned
businesses to effectively compete for contracts. We are working to
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meet or exceed our goals through the three major initiatives I men-
tioned, the Small Business Set-Aside Program, the Small Business
Subcontracting Program, and our partnership with the Small Busi-
ness Administration. We obviously have a vested interest in sup-
porting small businesses in order to help facilitate competition and
to support local communities in a sustainable way. We look forward
to our continued work with this Subcommittee and the Congress to
ensure that our efforts result in strong small business participation
in future AOC solicitations.

That concludes my statement, and I would be happy to answer
any questions you may have.

Ms. NorTON. Thank you very much, Mr. Ayers.

The next and final witness is Terrie Rouse, the Chief Executive
Officer for the Capitol Visitor Center. Ms. Rouse.

Ms. RoUSE. Thank you, Madam Chair, for inviting me to partici-
pate.

Ms. NORTON. Please put your microphone closer or turn it on.

Ms. RouskE. Is that better?

Ms. NORTON. That is.

Ms. Rouskt. Thank you, Madam Chair, for inviting me to partici-
pate in today’s hearing.

As the Capitol Visitor Center prepares to welcome its 2 millionth
visitor, we are on track to double the number of visitors to the Cap-
itol as compared with previous years. We are pleased at this out-
come, and even more pleased to report that the average time a vis-
itor waits before entering the facility is 6 minutes. This compares
with a wait that could have stretched to several hours in recent
years.

The Capitol Visitor Center is also providing the public with op-
portunities to experience Congress’ rich history in the Exhibition
Hall, which will feature approximately 50 new historic documents
beginning October 12th. From today through September 23rd, we
will host a series of public programs to celebrate Constitution Week
at the Capitol.

The Visitor Center’s goal to work with and develop new opportu-
nities for small and minority businesses is in line with the goals
of the Architect of the Capitol. My staff and I have worked aggres-
sively to hire personnel and award contracts to individuals and
small companies that reflect the diversity of our country. I believe
that such an effort enhances our ability to serve Congress and all
who visit the U.S. Capitol.

Specifically regarding our procurements, the Capitol Visitor Cen-
ter team follows the policies of the Office of the Architect of the
Capitol. As we move forward, we are incorporating the aims of the
Small Business Program, which Mr. Ayers discussed in his testi-
mony.

At the present time, based on our continued and internal assess-
ment of products in our gift shops, more than 70 percent of the
merchandise is produced by small business vendors. Approximately
25 percent of our vendors are women-owned businesses. As we are
still in the ramp-up phase of operation, we are constantly review-
ing our merchandise and our vendors in order to make sure that
we are offering our visitors high-quality merchandise from a vari-
ety of vendors.
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We will be working with officials in the Small Business Adminis-
tration and the Government Printing Office to explore opportuni-
ties for increasing the percentage of minority, disadvantaged and
small business vendors who are contributing to our gift shop inven-
tory. One of the goals is to hold a small business fair and invite
vendors to speak with gift shop representatives regarding their
pﬁoducts and their potential for sales at the Visitor Center gift
shop.

The gift shops are also developing a purchasing strategy to en-
able the Capitol Visitor Center to showcase merchandise represent-
ative of the States and territories of the United States. We expect
that the results of the strategy will be apparent in the gift shops
by spring 2010 during our busiest visitor season. Attracting small
minority and disadvantaged businesses will play a major role in
the development and success of the strategy.

We have also reached out to merchandise and trade organiza-
tions, including the Museum Store Association and the producers
of the New York International Gift Fair, for information on minor-
ity-owned businesses in order to further expand our reach and sup-
port of these businesses.

Madam Chair, you have my commitment that I will continue to
work to ensure that we do business as much as possible with small
minority and disadvantaged businesses. Thank you, and I am
happy to answer any questions.

Ms. NORTON. Well, I am very pleased first to welcome my good
friend and neighbor in the region, who, unlike the Ranking Mem-
ber and others on the committee, didn’t have a plane to catch and
cared enough about this matter to spend at least a little time with
us today. And I want to welcome Representative Edwards, who
tells me she doesn’t have an opening statement at this time. So I
will proceed with questions.

I appreciate that your testimony shows that agencies are making
an effort, and as I indicated, we could not have anticipated that the
effort would have been ever so much more necessary. Nobody has
a dime to spend except the Federal Government these days. I know
you know that; we are the only game in town. And the only reason
we have money to spend is because we can write checks with
money not in the bank. Therefore, people are really looking to us
to make sure that it all gets done.

I want to ask the same question for those of you who have stim-
ulus all the way down. Some of you, I have to say there is nobody
who cares about your general jurisdiction except me, and that is
because I represent the District of Columbia and in many ways the
region. It is an extremely rich region for minority businesses,
women-owned businesses and small businesses generally. So it is
doing better because the Federal Government is expanding; there-
fore, we are probably going to put an extra burden on you and ask
you to try even harder than you already have.

So in stimulus funds, let us just get it on the record, given
when—and I know that we have had an issue in our larger Com-
mittee about outlays versus obligations. I think I would be satisfied
with obligations at this point. I want to know for those who have
stimulus funds what the percentage is. You can give me small busi-
nesses, because this hearing is about small businesses generally. It
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is about small women-owned businesses, it is about small minority-
owned business, and it is about small disabled-veteran-owned busi-
nesses. So if you want to break those down, be my guest, but I
want to know what percentage of stimulus funding, the stuff that
is being pumped into the economy as I speak, has gone to any of
those categories.

I will begin with Ms. Riggs.

Ms. RigGs. Thank you, Chairwoman.

Ms. NorToON. A little louder.

Ms. RigaGs. A little louder. Yes, thank you.

Of our recovery, you know, GSA received the 5.55 billion. We
have awarded to date approximately 1.3 billion. Of those contracts,
of the 1.3-, we see about 48 percent of our contracts going to small
business. Numberwise in terms of contracts, they are competing
very well.

Ms. NORTON. Say that again.

Ms. RIGGS. I say in terms of the number of contracts that we are
awarding for recovery, the small businesses are competing very
well. Just barely under 50 percent are going to small. Dollarwise,
however, we see far more dollars going to the large with recovery
because so many of our dollars are going to the large construction
projects. So we will see.

Ms. NORTON. And I appreciate that, and I also appreciate be-
cause you are doing the biggest construction project in the history
of the United States and happen to be doing it right here in the
District of Columbia, DHS, and it will be going on for years. But
as I go down the line, first, when you indicate what your dollars
are, I appreciate, for example, that you are abiding by the notion
of setting aside. You set aside, I think, $5 million for small busi-
nesses, or is it small disadvantaged businesses? Which is it? Five
million dollars has been set aside for small or small disadvantaged
businesses. Which is it?

Ms. RiGGs. I apologize. I do not have that exact number.

Ms. NORTON. It may be small businesses. I have no argument
with that.

But let me tell you a complaint I have already received. This
complaint is applicable to each and every Federal agency. A $50
million contract to do the electrical work has already been award-
ed. We received a complaint from an electrical contractor that, well,
you awarded it to—first of all, the business is Clark Construction.
See, I call names out in this place; that is how you track people.
Fine. This is an excellent company. They competed for it, and they
received it. They competed for—then we competed the contract, the
electrical contract, very lucrative contract today, $50 million in one
region.

The complaint came from a small electrical contractor. When he
called to try to compete as a subcontractor—I picked GSA because
I received a complaint, but I assure you this is the kind of com-
plaint we hear from small contractors all along. This is how they
evade the small disadvantaged business and small business con-
tract. This guy who has the electrical contract, Dynalectric—called
his name out. Glad you got it, got it fair and square. But the sub-
contractor said when he then went to say, now we are ready to be
a subcontractor, he was told, well, we already have our subcon-
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tractor, and therefore there is nothing for the rest of you. Out of
$50 million, this is the message I get. Now they are going to have
to come in and see me to correct the record, but this is the message
I get. I know I have got a requirement. I am going to meet it in
the most amenable fashion I can. I got me a either a disadvantaged
business or small business; maybe even in good faith says,
Dynalectric, we worked with them in the past, and so we know
they are good. Later for all the rest of you out there, no matter
what your record is, no matter how you would compete.

That may not be what is happening, but, Ms. Riggs, should $50
million in electrical contract—by the way, Dynalectric gets to keep
what isn’t given to the subcontractor. And one of the abuses that
we believe we see is, shall we say, preconceived small businesses
who kind of—help us out here. Even some of the complaints, go pay
off small businesses, don’t even get to do it as long as the goal is
reached. Don’t think that with a billion dollars—and I can tell you
there is one Member and only one Member who struggled for that
money for GSA. I don’t intend to use that $1 billion to defeat this
practice, to the extent it exists, to call out people who are doing it,
so that in the other agencies across the government, not nec-
essarily those who are here, we send the message we are going to
break that abuse. Technically within the law; outrageous violation
of the intent of Congress.

So it suggests to me, since he thought he was getting away with
this, that GSA just looked at the bottom line and didn’t raise the
issue until this electrical contractor got in touch with this Member
of Congress.

What can you tell me, Ms. Riggs?

Ms. RiGGs. I can tell you that, generally speaking, we are being
very attentive and growing aggressively moreso each day with our
subcontracting plans, and not only monitoring the submission of
the subcontracting plan, but also the adherence to that plan. With
St. E’s, I do not have—St. Elizabeth’s development—I do not have
the specific information that you have about that company.

Ms. NORTON. You don’t even know about this. In the biggest con-
tract you have, you have no—do you know of this complaint?

Ms. RigGs. I am not personally aware of that.

Ms. NORTON. Well, when do they get up to your level, Ms. Riggs?

Ms. RigGs. The folks in our project areas may very well, and in
fact the contracting officer is here with me.

Ms. NORTON. Where is the contracting officer? Step to the table,
contracting officer. We are really here to try to find out some infor-
mation. We are tired of hearing the complaints. Agencies have not
been held accountable. The best way to hold them accountable is
to take the DHS mammoth—and $1 billion, that is only the first,
it is going to be $5 billion before it is all over, DHS. Do you know
of the Dynalectric contract and of the complaint that came from
their electrical contractor?

Ms. EcHOLS. Yes, ma’am, the subcontractor—the contractor that
you are talking about did give me a phone call.

Ms. NORTON. What has been done, if anything, to make sure that
there is not a pass-through to a favored minority or small business
given this complaint?
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Ms. EcHoLs. The project executive and I, we actually had the
general contractor, Clark Design/Build come in. We actually had a
roundtable discussion to let them know that we weren’t going to
tolerate this kind of action.

Ms. NORTON. Let me thank you. Say your name again, please.

Ms. EcHoLS. Bonnie Echols of the General Services Administra-
tion, St. Elizabeth’s project.

Ms. NORTON. Ms. Echols, you do have some credibility with me,
because you have worked with us to try to make sure that minority
businesses do have access to this larger-than-ever Federal contract.

But it does suggest to me that, unless one monitors these people
as these contracts are given, it is not are worth a darn, shall we
say. They have gotten into these habits because committees like us,
and certainly the Appropriation Committee, have only monitored—
only monitoring is by SBA, and they don’t have any jurisdiction.

So we are going to have to ask you, and then I think it should
have been reported to Ms. Riggs. She needs to know, because she
is in charge of the whole kit and kaboodle, so that she can be on
the lookout for this happening elsewhere.

I suspect that this happens throughout the government. Every-
body says I know what my goal is. I got at least one. I am not even
looking for any others. And then Members of Congress get these
complaints, and nothing happens. They don’t do anything. And all
of y’all are violating the law. And then we are left to try to find
and make phone calls. We are not going to do it anymore, not on
something as big as this.

So I am going to ask you to develop a procedure—you are doing
very well in developing a procedure for hiring, and I thank you for
it. I want you to develop a procedure for tracking the subcontracts
to see where they go and to inform all the contractors, inform
Clark that Clark is going to be held accountable for it. Clark does
excellent work. It is going to do excellent work abiding by the law
with respect to small business and small minority businesses. And
I want to see Clark contracting staff. Because I am going to give
them the message myself. I am not going to be sitting in the Dis-
trict of Columbia with people coming to me from Maryland, Vir-
ginia, and D.C., and by the way, these contracts are open to people
all over the United States, knowing that I am the Chair of the
Committeewith complaints. We are going to correct the complaints
before they occur. We are not going to be a complaint-tracking serv-
ice.

Let me go to Mr. Hansen. Stimulus funds, who got stimulus
funds in the categories I am speaking of?

Mr. HANSEN. Chairwoman Norton, the $210 million in stimulus
funds for FEMA went to firefighter assistance grants.

Ms. NORTON. This is more difficult because here, Mr. Hansen,
unlike Ms. Riggs, has to work through the States. And one of the
reasons we are holding this hearing is that we know we are, Ms.
Edwards and I and this Subcommittee and Mr. Oberstar, are per-
sonally accountable, because unlike Mr. Hansen, these people re-
port directly to us. There is no State between us and GSA con-
tracting.

All right, Mr. Hansen, I will be interested to hear how you do
it therefore.
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Mr. HANSEN. Well, the $210 million were grants to modify, up-
grade, or construct non-Federal fire stations. So really none of the
stimulus funds came to my acquisition management division.

Ms. NORTON. That doesn’t mean you have no responsibility, Mr.
Hansen.

Mr. HANSEN. The grants division, we can get that information for
you, ma’am, but I would have to go to a different department with-
in FEMA.

Ms. NORTON. These fire grants, and in the other part of our juris-
diction, this is very important to us, what do the States know about
their obligation with respect to minority—and what kind of con-
tracts are these, Mr. Hansen?

Mr. HANSEN. Again, ma’am, these are grants handled through
our grants department. And I am going to have to go to them to
get you more details.

Ms. NORTON. What is funded by these grants, Mr. Hansen?

Mr. HANSEN. In this particular case, it was construction of non-
Federal fire stations.

Ms. NORTON. That is what I thought, Mr. Hansen. You can see
that it is not a lot of money. And you can see how people under
some great compulsion to spend it, because we are putting them
under that compulsion, could easily go to the fastest, best in their
judgment, quickest way to spend it. So I am going to have to ask
you, within 30 days—and you know, the contracting officer should
remain at the table, please. We may have other questions for you.

I am going to ask you and Ms. Riggs to get to us, Ms. Echols and
Ms. Riggs, through Ms. Riggs, to get to us within 30 days what the
record has been thus far in small business contract awarding under
the fire grants, the more than $200 million you now have.

Mr. HANSEN. Yes, ma’am.

Ms. NORTON. Thank you, sir.

Mr. Watley.

Mr. WATLEY. Chairwoman Norton, the Smithsonian Institution
received $25 million in Recovery Act funds. Of that $25 million
that we received, we awarded $9.5 million to 8(a) disadvantaged
businesses. There were 11 contracts awarded to these small busi-
nesses. And that constituted 38 percent of our Recovery Act dollars.
The type of work that was done was construction, general construc-
tion, facilities engineering, maintenance contracts. And that is how
we spent that money.

Ms. NorToN. That is thus far?

Mr. WATLEY. Thus far.

Ms. NORTON. How have you been able to award—in terms of your
overall goals, how does that compare with your overall goals?

Mr. WATLEY. Compared to our overall goals? We included—early
on when we got the Recovery Act funds, we included that money
in there to make sure that we did. Let me just take a look at the
figures we have.

Ms. NORTON. And this is disadvantaged businesses you are talk-
ing about, the $9 million.

Mr. WATLEY. To 8(a) small, disadvantaged businesses, that is
correct.
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Ms. NORTON. While you are looking for that, I understand that
Ms. Edwards also has an appointment and may need to leave be-
fore I get to her.

So, Mr. Watley, I will come back to you.

Meanwhile, Ms. Edwards may have questions for any of them,
any of you, and as long as for as much time she shall consume she
may proceed now.

Ms. EDWARDS. Thank you, Madam Chairwoman.

And of course, I won’t consume that much time. And I appreciate
it. I have another Committee assignment in just a few minutes.
And I do thank you for holding this hearing, because you have been
incredibly vigilant about our pursuit and our oversight responsi-
bility to ensure that all of our businesses get the fullest benefit of
participation, particularly with these stimulus funds.

My question actually goes to sort of a process. I think when
small businesses come to me, one of the biggest obstacles that they
say they encounter is this procedure that is supposed to result in
an efficiency of bundling contracts. And so then that leaves it to
the decision-making of a prime contractor about what or whether
to subcontract. And then there becomes this sort of ongoing process
of, you know, knowing who you know in order to get the contract.
And the next thing you know, you look down a list, and it is the
same, old folks even though they may be small, minority, and dis-
advantaged businesses or women-owned businesses, that are get-
ting the same contracts over again.

And so I want to talk about, you know, just the process and get
some thoughts, particularly from GSA, about what might be done
to loosen that up, to expand the availability of opportunities. And
I know it may be an administrative or bureaucratic pain, but I am
just tired of looking at the same list of contractors and subcontrac-
tors. And you know, you got contractor prospectives out there who
have the potential to do really great work for us and increase our
level of competition and our knowledge about what some other
businesses are doing, but they can’t even get a bid in edgewise.

And so help me understand what you are trying to do to open
the process and also to do it with a degree of transparency. Too
often the complaint, and I think the Chairwoman has spoken to
this, the complaint that we hear is that we just don’t know and
that prospective solicitors don’t know and don’t understand, and as
a result, they may be assuming that they have been left out or cut
out or not made an award for reasons that may be perfectly justi-
fied, but the level of transparency or the lack of transparency
makes it very difficult to understand the process through which
these contracts have been awarded. So help me understand that.

Ms. RiGGs. Absolutely. I think we have done a lot to improve the
transparency, to use that word. We have significantly increased our
outreach to small businesses. And in particular, not only—but in
particular new small businesses who are interested in working
with the government either as a prime or as a subcontractor. And
we have certainly increased our number of personal involvement,
our presence at industry outreach events. We have strengthened
our Web site materials enormously so those folks who are com-
fortable using that as a tool have a lot more available to them.
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But we have also begun to use different tools. We are now using
Twitter, social media to get information out to those communities
about business opportunities. So it is still going on FedBizOpps for
those who are used to doing that. But we are also putting it out
there through Twitter. And we are getting quite a lot of response
from that. We actually established a vendor-specific support line
that vendors can call into and speak to a human and ask them for
help and ask them questions about the procurement process. And
through that we are reaching a lot of folks, teaching them how to
find out more about who our primes are. We have published that
list, and we will continue to, of our prime contractors on the Web
site, but we are also teaching small businesses how to go into the
Federal Procurement Data System, FPDS, and look for our primes
to see what we are buying and in turn what they may be able to
provide.

Ms. EDWARDS. But what really compels the primes to open the
doors? You know, if there is one significant contract, what really
compels that prime contractor to open their doors? And I am not
talking about meeting a goal that GSA might set forward, but ex-
panding business opportunity and their knowledge of other busi-
nesses there. And it just doesn’t seem to me that we—I am not
quite sure whether the rules are in place, and certainly the law is
not in place that compels our prime contractors, particularly on
these huge contracts, to really open their doors to other vendors.
And then please don’t leave out the question of bundling of con-
tracts.

Ms. Ri1GGSs. Oh, absolutely.

In bundling, in fact, that question was asked at a previous hear-
ing, and so I know we looked, we had, GSA had no bundled con-
tracts last year. We do have one this year that is underway. The
procurement is actually underway as we speak in the IT environ-
ment. So we have very few, in fact one, but relatively no bundled
contracts. What entices the prime——

Ms. NORTON. Would the gentlelady yield? I wonder if any of the
rest have any bundled contracts while you are getting an answer
to that question.

Ms. EDWARDS. Any of the other agencies?

Mr. AYERS. No, ma’am.

Ms. EDWARDS. And so, well, then how would one become a sub-
contractor then? Because you have subcontractors. Mr. Hansen?

Mr. HANSEN. Well, first on the topic of bundling, that is counter
to my leadership philosophy. To really, truly have a small business
program, it has got to be a cultural event within an organization.

And I can give you a practical example. I recently hired a new
chief of contract operations in charge of my contract operations who
served in the past as the director of small business programs for
the Department of Defense. And he served as the associate admin-
istrator for government contracting and business development of
the Small Business Administration. This is my top layer of leader-
ship. It takes that type of leaders in your organization to build that
culture within the organization to let your workers know what is
expected. Small Business and FEMA is exactly where we want to
go. I don’t want to bundle contracts; I want to unbundle them.

Ms. EDWARDS. Any of our other witnesses?
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And then I think, lastly, and Madam Chairwoman, I am going
to have to slip out, on the question of transparency, I heard GSA’s
response. I want to hear from our other agencies about the meth-
ods that you have put in place to ensure not just that we here in
the committee have a sense of what you are doing, but that the
business community, the small business community, really has a
sense that they are getting a fair shake.

Mr. WATLEY. Well, Congresswoman, for Smithsonian, one of the
things we do is take our referrals from small businesses directly to
the large businesses and pass that information on to them. What
I do in the supplier diversity program is I negotiate with our Office
of Contracting, and more often for construction projects our facili-
ties unit, the subcontract plan prior to the contract award. And we
include the percentages in. And after those percentages are in-
cluded in the contracts, then we refer those small businesses that
are interested, the electricians, the trades folks to our contractors.

Ms. EDWARDS. Thank you.

And Ms. Riggs, before I leave, can you tell me that, once you do
these kind of outreach efforts to small businesses, how do you track
the ones that actually come back and eventually awards are made
to them? Do you track that?

Ms. RigGs. We do not currently. And that is something that we
are putting into place.

Ms. EDWARDS. Because, I mean, the question is, how do you
know that all of this outreach business is really effective?

Ms. RiGaGs. Absolutely. And particularly now that we are using
so many different tools, we really want to know which ones are
most effective in reaching them. So we have began to capture the
feedback that we are getting from the vendors, and certainly on re-
turn calls telling us the results of the conversation. But we are
looking to put something more formal into place.

Ms. EDWARDS. That would be great, because I have to share with
you, when I talk to our small businesses, they say, oh, yeah we go
to those seminars and outreach things all the time, never gotten
a contract. And so it would be helpful I think on an ongoing basis
for the Chairwoman and this Subcommittee to really hear from
you, and that is each of you, what is the real result of your out-
reach efforts? Because otherwise, I would say, why bother to spend
the money on outreach if no one is ever going to get a contract?
Thank you.

Thank you, Madam Chairwoman.

Ms. NORTON. Thank you very much, Ms. Edwards, for those im-
portant questions.

Remember, Ms. Edwards and I are saying that a contractor has
to make sure that he meets the standards of the Federal Govern-
ment, very high when it comes to building or doing any service for
the Federal Government. But to meet that. If the lesson we get
back is, to meet it, I am going to use the same subcontractor in
perpetuity, you are doing nothing to carry out the congressional in-
tent to increase and for that matter help train small businesses,
because they do get contracts. And if a small business gets a con-
tract and begins not to perform up to your expectation, you are
supposed to yank that contract. You are supposed to have things
in the subcontract that makes that possible.
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But the failsafe notion, which we believe has been abused even
further, that people have gotten a subcontract to meet the require-
ment and then didn’t even do the work, nobody better try doing
that on a billion dollar project at the DHS. We understand that
having familiarity with a subcontractor who has performed well
means you want to go back to that subcontractor. But how in the
world do you know that there is no other subcontract electrician in
this region or in this country except the one you have used, Dial
Electric? How in the world can you say, especially since so many
are out of work, that you got the one and only who can live up to
the standards of the Federal Government? That is where our pa-
tience runs out and where we do not believe outreach is occurring.
I want to just say that Ms. Echols has already shown that there
are ways to increase the numbers because of the GSA workshops
which went on, as I recall it, for 2 days for several sessions. And
at the end, is this not true, Ms. Echols, small businesses qualified
at the end for 8(a) contracting? Am I correct on that? Or how did
that work?

Ms. EcHOLS. You are correct, yes.

Ms. NORTON. So what she did was to essentially sit them there,
and by the end of it, if you had met all that it took to indicate that
you had, you were an 8(a) contractor, having sat through. Now of
course that is going to increase the number of contractors. Some
may have come back or already were just to refresh. But we are
either going to be hearing—and the gentlewoman said that we hear
complaints that people didn’t get contracts. We are going to con-
tinue to do that.

If my answer is simply, I know, but the contractor, the electrical
contractor did award X number of electrical contractors, I am going
to tell them, look, you can’t expect every electrician in the region
to have received a contract. And if there are goals to be met, then
the goals have to go to where the small businesses are. They are
at the subcontracting stage.

Mr. Watley, would you continue so we can more quickly go
through this?

Mr. WATLEY. In fiscal year 2009, we awarded $158 million; $18
million was awarded to D.C. contractors, and $6 million was
awarded to small businesses in the District.

Ms. NORTON. You have presaged a question I am going to ask not
for rendition here because you weren’t asked to bring region-spe-
cific information to this hearing, but I will ask you within 30 days,
each of you, to supply me with the percentages awarded in this re-
gion. And the reason I pick out this region is it is the National
Capital Region, and it is where you would expect more people to
come forward. I want it by region, by State, by District of Colum-
bia, Maryland, and Virginia, and by category, percentage and dol-
lar amount. Names of contractors would give me a sense of wheth-
er or not the same contractors are simply getting the same busi-
ness over and over again.

Again, I do not mean to say that that shouldn’t happen. I mean
to say, though, when you have a mammoth contract like the elec-
trical contract, and you can find only one person is a red flag that
is going to go up.
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Mr. Mosier, your answer on stimulus broken down by those cat-
egories.

Mr. MOSIER. Madam Chairman——

Ms. NORTON. And would each of you, by the way—you can’t per-
haps do this right now, but I want last year versus end of fiscal
year now or up to this point. You won’t be able to give me the end
of the fiscal year. You will only be able to give me if it is up to
the quarter or give me up to the quarter of last year, so that we
will have some sense of whether or not agencies are doing their
best to make up for the losses—you can’t make up for them all—
that small businesses are encountering in mammoth amounts in
contracting.

Mr. Mosier.

Mr. MosIER. We have not received any stimulus funds.

Ms. NORTON. Mr. Ayers?

Mr. AYERS. The Architect of the Capitol has not received any
stimulus funds either.

And to answer your second question, last year, in fiscal year
2008, we awarded 19.5 percent of our contracts to small businesses.
And this year through September 2nd, we have awarded 35.7 per-
cent of our contracts to small businesses.

Ms. NORTON. Now, how about disadvantaged small businesses?

Mr. AYERS. That went from 3.2 percent last year to 4.9 percent
this year.

Ms. NORTON. Thank you.

Ms. Rouse?

Ms. ROUSE. As a jurisdiction of the AOC, we don’t——

Ms. NORTON. Oh, you are included within the AOC. Of course.

Ms. ROUSE. Yes, ma’am.

Ms. NORTON. Now, one way to get at this subcontracting abuse
is to make greater use of the GSA schedule, a multiple award
schedule. How many of you make use of that schedule, that GSA
schedule where the small businesses are? Not all of them; some of
them are with contractors. But the GSA schedule is full of contrac-
tors, harder to get on because you have got to do a whole lot of
show who you are and how good you are in advance. But for that
reason, you would think that a Federal agency would particularly
be interested in the GSA schedule.

So why don’t we just start with Ms. Riggs on that one.

Ms. RIGGS. Yes, ma’am. We use schedules quite heavily. And we
have used schedules for recovery work as well.

Ms. NORTON. Of course, you use it as a GSA schedule. I am try-
ing to find out about small business, disadvantaged small busi-
nesses, how often you go to—let me be clearer then—you go to the
GSA schedule as opposed to going to the subcontractor or con-
tractor who is able, looks, it seems to us, to camouflage a lot of the
outreach that you otherwise would require. You go straight to that
schedule; don’t you get yourself a small business more quickly? And
does it work for you with the kinds of contracts you do?

Ms. RiGGs. We do use schedules quite a lot. Most heavily we use
them probably in our facility area for facility operations. And they
do work for us.

Ms. NORTON. Facility area, you mean for things like——
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Ms. RIGGS. Maintenance and repair—I am sorry, thank you—
maintenance and repair, alterations, operations. And we do see a
mix there of large and small, and it does work very well for us. We
also use schedules heavily in the IT area, again with a mix. We
have quite a lot of small in our IT area. And our third largest area
is for professional services that we purchase.

Ms. NORTON. In 30 days, could you get us that breakdown from
the schedule? What is the schedule showing us in small businesses
over a period of let’s take a year, so we can compare, in small dis-
advantaged businesses, in small businesses and in small busi-
nesses themselves, the use of the schedule and in what kind of
services? I am aware, of course, that certain kinds of services lend
themselves to the schedule more than others.

For example, Clark Construction is responsible, because he is a
general contractor, and therefore Ms. Edwards’ questions, for ex-
ample, there, are more relevant. Although it is not that he couldn’t
go to the schedule. He might benefit from going to the schedule as
well. But the responsibility lies with him.

For you, the responsibility could lie with whether you decide to
go straight to the schedule on some matters or to go through a con-
tractor. So I am interested in the use of the schedule. And I am
not complaining, although I hear complaints, so that you don’t
think I simply bring you the complaints we hear from contractors,
who call all the time, the subcontractors. I am not complaining, al-
though I would like you to look at what it takes to get on the
schedule.

I happen to like government. Therefore I am particularly sen-
sitive when people complain about government, because the people
who don’t like government, whose names shall go unmentioned,
often use the fact that government paperwork and all that goes
with it can be so burdensome to try to get rid of a whole lot of what
we do. So I am a huge streamline type and am better known in
chairing the EEOC for getting rid of the backlog than for things I
would rather have on my tombstone.

So I really do—I am interested, particularly in the use of the
schedule, and I am interested, and this I don’t require in 30 days,
but I am going to require it in 60 days, I need you and your staff
to look at whether the schedule can be streamlined, how much it
can be streamlined and yet meet the high standards of the Federal
Government.

Who else is going to speak to the stimulus? I am sorry, was
that—schedules, I am sorry.

Mr. Watley, you use schedules?

Mr. WATLEY. The Smithsonian uses GSA schedules. We pri-
marily use them for IT supplies, for office products, janitorial sup-
plies, but not for construction-related requirements.

Ms. NORTON. Mr. Hansen, you know, with FEMA, if you are into
quick purchasing, you ought to be going to the schedules like it was
yesterday.

Mr. HANSEN. We love the GSA schedules; 19 percent of our ac-
quisitions are off schedule. But keep in mind that doesn’t relin-
quish us of our responsibilities for competition. We actually do com-
petitions on the schedule.
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Ms. NORTON. You know everybody on the schedule has already
competed.

Mr. HANSEN. You can still do competitions with the members on
the schedule to get the best price.

Ms. NORTON. Of course. But that doesn’t take a lot of time.

Mr. HANSEN. That does not take a lot of time. They have done
a lot of the work up front for us.

Ms. NORTON. So, in Katrina, how often—what percentage of the
contracts came off the schedule?

Mr. HANSEN. Can I have my 60 days to respond to that, ma’am?

Ms. NORTON. You will probably need for that.

Mr. HANSEN. Yes, ma’am.

Ms. NORTON. Also for what was the one in Houston?

Mr. HANSEN. Ike and Gustav?

Ms. NORTON. I need to know the use of the schedules. Get me
those two hurricanes. But if you simply want to do it by year, and
I understand the Katrina problem, I think I would rather have it
by year, just like I am asking people to give me, go back to the
quarter in 1 year, go to the quarter in this year.

Mr. HANSEN. Yes, ma’am.

Ms. NORTON. Schedules and who else?

Mr. Mosier, you have a high percentage. I cannot believe you
don’t use the schedules.

Mr. MosierR. We do. We don’t have a huge volume of schedule
buys. Our funding of course is solely for the maintenance.

Ms. NORTON. Is what?

Mr. MOSIER. Is solely for the maintenance and upkeep of the fa-
cility. So all of our purchases are related to that.

Ms. NORTON. But you talked about some renovation you were
doing.

Mr. MOSIER. In very, very rare cases, we might do contracted
services through the GSA schedule. But we primarily use it for
supplies.

Ms. NORTON. What is an open contract?

Mr. MOSIER. An open contract is I suppose just my way of saying
an active contract. It is sort of a blanket purchase agreement or ve-
hicle with a small business that I can continue to tap into.

Ms. NORTON. Schedules, Mr. Ayers?

Mr. AYERS. We make extensive use of the GSA schedules. We
find them to be excellent vendors, as well as it is a streamlined ac-
quisition method that saves us time and effort.

Ms. NORTON. So you do make use of the schedules?

Mr. AYERS. Absolutely.

Ms. NORTON. As opposed to going through the contract route?

Mr. AYERS. Yes.

Ms. NORTON. How much? Get me that information over a quar-
ter, please.

Mr. AYERS. Yes, ma’am.

Ms. NORTON. Ms. Rouse, how about you?

Ms. ROUSE. Madam Chair, we do use GSA schedules for some of
our—we are talking about the gift shop items. But I will have to
get back to you with what percentage that is.

Ms. NorTON. Thank you. Quarter to quarter over a year. I am
just trying to get a sense.
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Now, I want to ask you something that I have just seen happen,
and I was pleased to see it happen, and I want to know how you
go about deciding the amount. GSA is to be commended for setting
a very important example when it did the preliminary work clear-
ing the land and the like, and I want to know whether it happened
off the schedule or how you did it. It was able—I should preface
this by saying the more complicated the work in a society that has
denied opportunities for minorities and women, the more likely it
is that you will see fewer at the very top like contractor. And you
will see more in lower reaches of the work. And GSA must under-
stand that, because when it contracted over the past year, accord-
ing to our figures, for the work, 100 percent of it went to—this is
without any hearing or any demand by this Member or any other
Member—went to minority—sorry, disadvantaged businesses, and
40 percent to businesses in the District of Columbia.

More recently, GSA, for the next stage, I think a $450 million
contract, set aside 5 percent for I don’t know if it is small busi-
nesses or small disadvantaged businesses. So I want you to break
it down for me, how did you decide—and I want everybody to lis-
ten—how did you decide so that you were able to get those num-
bers in small disadvantaged businesses in the beginning, and what
are you doing with this $5 million? And how did you even get to
$5 million? Because certainly the Committee didn’t tell you that
that was the number. We wouldn’t have known how to tell you
what the number was.

Yes.

Ms. EcHoLs. If I am not mistaken, I believe you are talking
about Nastos Construction, who did some work out there at the

Ms. NorTON. We know that they got the disadvantaged business
in the District of Columbia.

Ms. EcHOLS. Right.

Ms. NoRrTON. That was reported to us. Go ahead.

Ms. EcHOLS. Some of the projects that we did solicit, we did use
some of the schedules, some of the IDIQs.

Ms. NORTON. Were they on the schedule?

Ms. EcHoOLS. Nastos, no. That is a construction firm. Nastos was
not on the GSA schedule. That was an 8(a) procurement.

Ms. NORTON. I see.

Ms. EcHOLS. Yes.

Ms. NORTON. So how did you go about finding, and the 40 per-
cent in the district and others went to other places, that—did you
advertised this for small businesses or for small disadvantaged
businesses? How does it work? Did they have to compete among
themselves? How does it work?

Ms. EcHoLS. Pulling firms off of the FAS schedule and then in-
viting them to submit a proposal to GSA depending upon what
project we are working on.

Ms. NORTON. I hope everyone heard that. Inviting them to par-
ticipate. Others will come forward on their own.

Ms. EcHOLS. And if they hear about it, they are, too, invited to
participate.

Ms. NORTON. So you don’t exclude others.

Ms. EcHOLS. Yes.

Ms. NorTON. What was the last thing you said?
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Ms. EcHOLS. As long as they are scheduled. If it is a scheduled
requirement, then they must be a schedule holder under that par-
ticular—

Ms. NORTON. How did you get to the $5 million? Tell me about
$5 million. You or Ms. Riggs. We read that $5 million of the $450
million I think for this first tranche was set aside for you tell me
what, for small business competition? Would you elaborate?

Ms. EcHoOLS. I believe you may be talking about the demolition
contract that is out there now?

Ms. NORTON. I think that is probably

Ms. EcHoLs. Right. That was a competitive 8(a) requirement.
And what we did, that was at FedBizOpps, and the requirement
was that you must be certified through SBA as an 8(a) firm to par-
ticipate.

Ms. NORTON. All right. Now, this is legal and constitutional.
They are making 8(a) contracts compete within the 8(a) category
for small business where they have determined that there is an
available pool. This is one way, particularly where you know there
is an available pool, where those pools historically have not been
used; it is a way.

How many of you use 8(a) contracting in that way? Because that
is where we get some of the biggest complaints is from 8(a) contrac-
tors. How many of you use 8(a) contractors? Would you describe,
beginning with Ms. Riggs, your use of 8(a) contractors? I now
know—and how did you get to $5 million? Was that based on what
you know about the available pool, for example, of people who can
do that work within the 8(a) contract pool of contractors?

Ms. RiGaGs. I am looking at examples of things that we have pur-
chased from 8(a) contractors last year. Our largest category of work
was in maintenance and repair of office buildings. Behind that was
construction. And behind that custodial. There is quite a list here,
but those are probably our largest categories where we saw dollars
going to 8(a) companies.

Ms. NORTON. Now, could I know from the rest of you, do you take
some of your stimulus money or other money and say, this money
is for 8(a) contractors? And if so, what percentage?

Mr. Hansen, Mr. Watley, et cetera. Mr. Hansen? You of course,
you would have to be dealing, not with your grants, but with your
other funds that you use. Go ahead.

Mr. HANSEN. Yes, there are a couple of different techniques that
you can use to identify 8(a) contractors. One of the easiest ways is
to put a request for information out on FedBizOpps, giving it 30
days. If you find out that you have 8(a)s out there that can com-
pete, they will inform you through that process. So that is one tech-
nique. We also have a program where, if a contract is already 8(a),
we are going to keep it 8(a) because they have already dem-
onstrated they can do the work. We have a policy where we award
sole source contracts to 8(a)s up to $3.5 million. But when we have
a procurement in excess of $3.5 million, we compete them amongst
the 8(a)s.

Ms. NORTON. Would you get us the information over the quarters
from 1 year to another how much of that has taken place using
your funds? I am interested in the 8(a) so that when somebody
calls me I can look down, and I can say, well, FEMA last year
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awarded—which means they set aside for 8(a) competition—award-
ed X percent of 8(a)s. So while you may have had difficulty, con-
tractor X, it may or may not be a problem with the agency they
then are calling me to complain about.

Mr. Watley, 8(a) contracts.

Mr. WATLEY. For our Recovery Act dollars, we looked at the op-
portunities available, but we did not assign a dollar amount that
said X amount of the $25 million

Ms. NORTON. Were those 8(a) contracts?

Mr. WATLEY. Pardon?

Ms. NORTON. Are we talking about 8(a) contracts now?

Mr. WATLEY. The 8(a) contracts that we awarded; we did award
that $9.5 million.

Ms. NORTON. If you are saying to the 8(a) contractors, here is $9
million

Mr. WATLEY. Correct.

Ms. NORTON. —you surely don’t pull that out of the air.

Mr. WATLEY. Correct.

Ms. NORTON. How did you get to that number?

Mr. WATLEY. That number came out of the amount that we obli-
gated. We did obligate $9.5 million.

Ms. NORTON. What I am trying to find out, is that just catch as
catch can? So you were able to get those impressive numbers with-
out having a specific goal?

Mr. WATLEY. Correct. And so what we did do, though, was we
looked at the amount that we had, and we do have IDIQ contracts
that were previously awarded to 8(a) vendors. And we said, of the
money that we would receive, what dollars and what projects can
we award to these 8(a) vendors? And so that was the approach we
did rather than identifying a specific amount of money. We looked
at the projects, and we looked at the vendors available, and we
made the award of those projects.

Ms. NORTON. So based on your past history, you know where to
go. Yeah, you know, you are not going to find 8(a) contractors in
a number of different categories. You are going to find them in
other categories. So you are going to have to knowledgeably do out-
reach.

Mr. Mosier?

Mr. MosIER. We are fairly active with 8(a) contracts.

Ms. NORTON. Just get me those figures then. I know you may not
have—and Mr. Ayers? Those figures are very important, because
you see, I would be particularly embarrassed, you are a legislative
branch agency, to hear from constituents in the region that our
own legislative branch had difficulty.

Mr. AYERS. The 8(a) program is really a Small Business Adminis-
tration program. So, to date, we have not made efforts to particu-
larly work or direct work to 8(a) programs. But I think, with our
new relationship and agreement that we signed last month with
the Small Business Administration, maybe that is a goal we can
develop and push for in the future.

Ms. NORTON. You ought to be commended on understanding that
though technically, and of course technically we could take steps,
technically because there are three branches of government, you
are the legislative branch of government; the Federal agencies can-
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not oversee you in the sense that we can. That law does not auto-
matically apply to you. But to your credit, you have, to the best of
your ability, complied, and you now have a MOU.

Mr. Ayers, I had great problems, you were not the Architect
then, when we did this massive buildout. It was just horrific, where
we spent all that money. I don’t even want to know, because you
had so many complaints. We were in the minority. And it was very
difficult to deal with that. We are not going to have that again.
And if you are not using the 8(a) program the way these agencies
are, you are not going to have a lot of success. We want the use
of multiple ways. I am after my minority businesses to get on the
GSA schedule. The minority contractor—or sorry, he was a small
business; he was not a minority contractor, came to me on the elec-
trical. He did the right thing. I am after them to go after the con-
tractors. Contractors sometimes come with some small businesses.

They are supposed to get points, Ms. Riggs, but of course if no-
body looks afterwards, why should they care as long as they get
their funds? You see me going into such great detail because we
will never be spending this kind of money again, I just can’t imag-
ine, for decades of the kind we are spending with your agency. Oth-
ers have smaller amounts. So it is going to be important to know.

Mr. Ayers, would you kindly submit within 30 days a copy of the
MOU you have recently signed with the Small Business Adminis-
tration?

Mr. AYERS. Yes, ma’am, happy to.

Ms. NORTON. And I compliment you for doing that.

Mr. AYERS. Thank you.

Ms. NORTON. You indicated that you did use small business set-
asides—or you are going to begin, that is part of it—between
$5,000 and $100,000. Is that right?

Mr. AYERS. That is correct.

Ms. NORTON. That is the first time you have done that.

Mr. AYERS. That is correct.

Ms. NORTON. Well, I compliment you for that. I think it is scan-
dalous that the agencies have been doing that and that our own
legislative branch—that is why we are going to be doing the over-
sight. There is not really any way for you to know unless the au-
thorizing or the Appropriations Committee does it.

I will be looking, Mr. Ayers, to see how your subcontracting goals
coincide with those of the SBA. What about the vendor database
that you and perhaps Ms. Rouse use?

Mr. AYERS. We have an extensive database. When we began fo-
cusing on this program, the first thing we did was to send a letter
out to all of our known vendors asking them to self-identify wheth-
er they were a small business, large business, disadvantaged. We
have got that information now, and we loaded it into our vendor
database and our financial management system. And certainly sev-
eral times a week we meet with new vendors.

Obviously, as you know, we have been to your fair both in 2008
and 2009. We have been to three fairs this year. And we get infor-
mation from small business vendors and load that into our vendor
database.

Ms. NORTON. It looks like, Mr. Ayers, that you are in more of a
start-up phase, and I don’t mean to say you have not been doing
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anything, than the other agencies. And therefore, we will be par-
ticularly interested in the MOU and how you are going to carry
them out. And of course, the GSA experience is so extensive that
I would invite you to collaborate with them to save some—to get
to some short cuts. And I would like to ask Ms. Rouse, and I under-
stand much of her work comes under the Architect of the Capitol,
but I wonder if you set internal goals for small business programs
of your own? For example, the Government Printing Office, does
that come under your purview?

Ms. ROUSE. What we are trying to do, thanks to the new rela-
tionship with the SBA, is use the SBA and GPO as our sort of ave-
nue to find new vendors. Our real interest is trying to work with
our procurement staff and SBA to do our first vendor fair at some
point between now and the springtime, which will allow us to actu-
ally hopefully attract more vendors who want to create or already
have products that would be of interest to people in our gift shops.
So we think we have some new opportunities. And I think the more
people know that we are doing it the more vendors we will get.

Ms. NORTON. Well, you are very visible. And of course and again,
I speak to Mr. Ayers and Ms. Rouse particularly since the embar-
rassment would be to Members of Congress if complaints were to
come in your area. It would mean we weren’t tending to our own
store.

We are going to let you go.

I am going to say to Mr. Hansen that I am particularly inter-
ested in how you spend during a disaster. Let me tell you the com-
plaint I get as—I have the primary jurisdiction over FEMA. I am
also on Homeland Security. They actually have a much smaller
part of the jurisdiction. This is what we hear. Here we have some
of the only things left standing in this area are us small busi-
nesses, but, they complain, without any way for me to respond, but
small businesses here, there, and particularly the bigger contrac-
tors are getting all the business. So they really—here I am giving
you their complaint. I am not verifying it, but the complaint goes
that if they really wanted to help us, they would give the business
to the small business person who is up and running and can do it.
That is the complaint about FEMA.

Mr. HANSEN. Madam Chairwoman, you will be happy to hear
that FEMA has adopted a program called the Local Business Tran-
sition Team that we actually deployed this last year to Gustav and
Ike. And it is the job of that team to help transition work from the
larger corporations to the smaller corporations. It is also the job of
that team

Ms. NORTON. This question went to the smaller corporations in
the disaster area who happen to be up and running but see con-
tracts going here, there, and yonder, but not to the area where the
money would flow back into the jurisdiction that has been hit.

Mr. HANSEN. That is exactly the intent of this team is then to
reach out to the community, to reach out to those small local dis-
advantaged businesses to teach them how to work in the govern-
ment, to get them enrolled in the central contractor registry, to
help them get DUNS numbers, to show them how they can go on
FedBizOpps to see where the opportunities might exist. And in
areas that are really devastated, we actually have bid boards, and
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we teach the local contractors how to go to the bid boards to com-
pete for those contracts. So this Local Business Transition Team is
really a good initiative that I think really gets to the crux of what
you are talking about.

Ms. NORTON. You are setting that up now?

Mr. HANSEN. We did in Gustav and Ike, and it has been a prom-
ising practice we are going to do in the future.

Ms. NoRTON. This is excellent. This is excellent.

Mr. Hansen, could you get to us how that is now working by
numbers?

Mr. HANSEN. Yes, ma’am.

Ms. NORTON. We don’t know how to translate anything but num-
bers here. But I very much appreciate it. That is precisely what
would be necessary.

First of all, many of the folks will be down just like the residents
are down. So this is difficult. To set up something special for it is
very important.

I am going to have one question for Ms. Riggs before I give all
of you a very important charge.

The question for Ms. Riggs is, since the DHS development, which
is only now, it can’t even be a third of the money you are going
to be spending, but it is currently underway, where we would ex-
pect small business opportunities to be unusually plentiful, have
you goals or how will you do goals for this development? You are
going to be going on—I would be surprised if you are not going on
for almost a decade when all is said and done before the first peo-
ple land there and say, we now, we, 14,000 Federal employees, are
there. How are you going to manage small business opportunities
for so large a project in terms of goals for the development?

Ms. Rigas. Well, first, let me voice appreciation for our CO. We
are quite fortunate to have a CO who is very aggressive on that
project towards small business. And as you can see from her past
performance, she has looked for those projects that can be severed
from the larger:

Ms. NORTON. Now, I have nothing but praise for Ms. Echols. But
what I am afraid of is a—what is the best way to put this?—a step
by step notion as opposed to you know exactly what you are going
to do there. You are going to be doing building from the ground up.
In fact, there is no kind of construction work you are not going to
be doing, including reuse, where small contracts will be abundant
in the extreme. You are reusing maybe 60 percent of the buildings
there. Somebody, if you want to be successful, long before that
work begins, is going to have to begin to map out this.

Ms. Echols is an implementer, because I have seen her do her
work. Somebody, before you get anywhere close to the next con-
tract, has got to be looking at reuse. I am going to insist that GSA
do reuse and construction at the same time. What are you waiting
for? We shouldn’t be going step by step. We used to not have any-
thing to do with building from the ground up. So I am going to be
seeing whether or not GSA can walk and chew gum at the same
time. Therefore, I ask about your overall planning for the small
business contracting for this project.
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Ms. RicGs. We will see quite a lot of work go to small businesses
through subcontracting. But we will also continue to see work go
to small businesses as primes

Ms. NORTON. Ms. Riggs, I know that. See, in testimony terms,
that is known as a truism. Is there a plan? Is anybody working on
planning for the opportunities that will be available so that con-
tractors and, for that matter, subcontractors will be briefed well in
advance of what is going to be required as they tool up to compete
for the next one of the many contracts that are going to come out
of GSA?

Ms. RIGGS. Yes, ma’am. That team is——

Ms. NORTON. Let me ask you before Congress goes out of session
to get me a sense of how you would plan to do small business con-
tracting, considering the opportunities that are going to be avail-
able for reuse and for construction. And bearing in mind that, since
this is a mammoth contract, the big boys are who are going to ben-
efit most. And, well, they should. They have the necessary exper-
tise. They are putting out much in order to be able to accomplish
within the time frames we give them.

But we are as intent on meeting the small business and small
disadvantaged business goals as we are on the rest. And they are
all tied into this. You are not going to go to the GSA table for all
of these people. And I don’t ever want to see another Clark
Dynalectric complaint in the years that this thing is going to be
built. Never want to see it. Indeed, I know of nothing you can do
after it has occurred. This presages my next question. Is there any-
thing you can do? Is there any sanction that you know of or have
used if you gave a subcontract or small business contract and you
found that in fact they were not using disadvantaged contractors,
they were not fulfilling, or they were simply not fulfilling what you
asked them to do? What do you do then?

Well, you know what? I want to make it unnecessary to answer
that question. Because my answer to it is, it is all over then, and
we all lose. And I know that there are some counting on it being
all over then. Therefore, the most important mission I could leave
you with is tracking. Catch the abuse or the failure before it comes
home. You are holding the money, friends. Is there any way to
withhold money if a contractor fails to meet his goals in subcon-
tracting that you know of? What is it, Ms. Echols?

Ms. EcHOLS. We actually do a hold-back procedure.

Ms. NORTON. Say that again.

Ms. EcHOLS. We actually do a hold-back procedure.

Ms. NORTON. Everybody spell those words, hold-back procedure.
Because we don’t want to have to call out names the way we did
here, call in contractors. Contractors are doing whatever they are
doing because the Federal Government has not been tracking, has
not been helping. Somebody has a great big contract; he is going
to do what we say to. I am not worried about the contractor. So
the failure lies with us. And I am trying not to be responsible. And
I think you have to inform your small business contractors that you
are going to be held accountable before the Subcommittee. You cer-
tainly will be held accountable on an annual basis.

And GSA, who is the largest amount, will be held accountable
more often than that because we have hearings often with GSA.
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And I am prepared to have hearings if we find lapses of which we
have not found today. We found much more than good-faith efforts
today. We knew that from the SBA figures and how well we were
doing. And the administration takes this very seriously.

I have had discussions with the Justice Department, which
means to proceed, not in this area, where we are talking about af-
firmative work, but in areas where we find people in violation of
the law, where you may need the Justice Department to back us
up. I want to thank all of you for your testimony today. It is very,
very helpful.

Please remember the time frames we have set. And please be in
touch with staff, because we are here not simply to do oversight
but to be helpful to all of you.

And I would like to call the final panel, panel two. This is a very
important panel, because agencies come forward simply to tell us
what they mean to do and what they believe they have done. And
they testify truthfully and in good faith. But we need to put that
together with how that experience works on the ground, and there-
fore, we are welcoming the next witnesses, asking them to quickly
be seated, and we will hear their testimony. We are going to go
left-right here.

TESTIMONY OF ROSALIND STYLES STEPHENWOOF, PRESI-
DENT AND CEO, CAPITOL CITY ASSOCIATES, INC.; JOEL
ZINGESER, ASSOCIATED GENERAL CONTRACTORS OF AMER-
ICA; CATHERINE GIORDANO, PRESIDENT/CEO, KNOWLEDGE
INFORMATION SOLUTIONS, INC.; AND RAY AMIRIAN, NASTOS
CONSTRUCTION COMPANY, DISTRICT OF COLUMBIA SMALL
BUSINESS WINNER, 2009

Ms. NORTON. And we are going to proceed quickly, beginning
with Rosalind Stephenwoof, President and CEO, Capitol City Asso-
ciates.

Ms. STEPHENWOOF. Good afternoon, Congresswoman Norton. I
am excited, to say the least, to be here to be able to testify again
before your Committee to talk about the small disadvantaged busi-
nesses and your goals for meeting, for assisting us in competing in
the Federal marketplace.

Again, I am Rosalind Styles Stephenwoof, and I am President
and CEO of Capitol City Associates, Incorporated, an African-
American, woman-owned small and disadvantaged business that is
lo%ated in the esteemed Anacostia neighborhood of Washington,
DC.

Capitol City was established solely for the purpose of assisting
Federal and local entities, major corporations and private devel-
opers to maximize the participation of local developers and busi-
nesses within communities to participate in the revitalization of
their neighborhoods.

Capitol City has worked with communities in Washington, DC,
and now has extended its work in Maryland and northern Virginia,
working to negotiate relationships with owners of development
projects and establishing partnerships with resident organizations
so that the inclusion of local businesses is inherent in the design
and construction of projects.
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Capitol City also works to develop capacity-building skill-training
programs, such as the pre-apprenticeship, apprenticeship, adminis-
trative office, property management, communications systems oper-
ations training that help people to not only effectively compete for
employment during the construction of projects, but also as employ-
ees during the operation of the facilities post-construction.

Most of the partnerships implemented written agreements which
included a process for monitoring and enforcement. Capitol City is
a public-private expert, having successfully assisted the govern-
ment of the District of Columbia to change the laws governing the
participation of local, small, and disadvantaged business enter-
prises on city-funded projects from a goal to a requirement. And we
continue to monitor compliance on Federal, local, and private devel-
opment initiatives to ensure the full participation of the small, dis-
advantaged business community in construction-related projects.

Ms. STEPHENWOOF. I offer my congratulations and support to
you, Congresswoman Norton, for spearheading this initiative on
the Federal level and working to ensure that local residents and
businesses are able to participate in the construction marketplace
on projects under your purview. I have witnessed firsthand the in-
strumental role you have played to include the United States Re-
covery Act dollars in GSA’s redevelopment of the St. Elizabeth’s
West Campus in Southeast Washington. An unprecedented require-
ment has been included in the solicitation for construction manage-
ment and the general contractor teams to establish and maintain
a plan for preapprenticeship and apprenticeship training programs
to be incorporated in their construction plan.

This brings me to my review of the General Services Administra-
tion and its support of small business and entrepreneur participa-
tion in this historic development initiative. St. Elizabeth’s West
Campus, as you know, sits in one of the most highly distressed
neighborhoods in the country. The state of the economy recently re-
ported that the current recession has lasted longer than any reces-
sion since the Great Depression, that the unemployment rate is the
highest it has been in 26 years, and that unemployment in the con-
struction industry is at the highest unemployment rate of any in-
dustrial section.

In comparison, the residents of the Ward 8 community sur-
rounding this development project have lived with these distressed
economic standards for generations. It would be a great disservice
for our community if the first recipients of the economic recovery
possible from this project provided by the United States does not
benefit the residents and local businesses impacted by this multi-
billion-dollar development initiative.

Over the past 5 years, GSA has facilitated dialogue with the
Ward 8 community to gain input and garner support in develop-
ment of the St. Elizabeth West Campus, but I think GSA can do
more to expand its public engagement efforts. In engaging in deep-
er outreach, they can create smaller work groups, advisory commit-
tees and community engagement venues designed to advise resi-
dents and local businesses of employment training and business op-
portunities. They can initiate alternative marketing tools for dis-
tribution in communities that are more sensitive to the neighbor-
hood and its constituents.
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Providing technical support in partnership with the Small Busi-
ness Administration, they can provide one-on-one technical to as-
sist small local businesses to achieve Federal certification; conduct
assessments of current businesses and provide a roadmap to be-
come competitive in the construction marketplace; and provide fi-
nancial counseling for businesses and avenues for assistance with
bonding, start-up costs, personnel and other business expenses.

The third area is to provide employment and training opportuni-
ties: Create partnerships with established local support service pro-
grams and training providers to recruit residents for employment.
Utilize specialized resident advocacy agencies and organization,
such as ex-offender, public housing and human service programs,
who are currently subsidized by Federal programs to refer local
residents and assist with ongoing counseling services throughout
their employment.

The next step to successfully implement these programs and
services is accountability. GSA should include a strong monitoring
and compliance component. Developers, general contractors and
prime contractors have historically maintained as their bottom line
having a project come in “on time and under budget.” The inclusion
of alternative recruitment, training and employment programs and
i%ervices in their opinion has a negative impact on their bottom
ine.

GSA and all Federal small and disadvantaged business participa-
tion should be a strong requirement, not a goal. All contracts uti-
lizing Federal funds should include strong enforcement language
that does not only state possible penalties for noncompliance, but
should outline the process for the enforcement of penalties by the
withholding of funds and payment of fines. Goals and requirements
can only be stated by financial retribution to ensure compliance.

Lastly, I wish to add that since 2005, I have served as the presi-
dent of the National Association of Minority Contractors, Wash-
ington, D.C., Metropolitan Area Chapter. Wearing that hat, I would
like to address our organization’s concerns regarding the possible
implementation of a project labor agreement on any Federal con-
struction project, and especially I am referring to the project at the
West Campus.

Over the past 40 years, NAMC has served as an advocate for mi-
nority contractors throughout this country. Designed to address the
needs and concerns of minority contractors and create parity in the
construction industry, NAMC has aggressively pursued equity in
contracting for small minority and disadvantaged businesses. Our
local chapter also includes women-owned, HUBZone and veteran-
owned businesses.

In the Washington metropolitan area, which includes the Federal
enclave, we have several significant construction projects planned
or under way. Because of the state of the national economy, con-
struction firms and their employees are saturating our area to com-
pete in the construction marketplace. Due to the paucity of minor-
ity contractors in the construction industry, our members cannot
compete with the established unionized labor force through project
labor agreements. If any of these highly competitive fellow contract
projects fall under PLAs, an alarming number of minorities and fe-
male workers and minority contractors who are living and working
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in Washington, D.C., and the surrounding area will be denied ac-
cess to a vital opportunity for work.

NAMC Washington would like to continue our dialogue with your
Committee regarding the implementation of a PLA. We can provide
you with statistical data from the U.S. Department of Labor, which
outlines the status of journeyman employees by race and gender
within each construction trade, which will validate the significant
disparity in the construction trade by race and gender.

We are committed to work with this Committee to craft a process
for the local minority and women-owned businesses are at the fore-
front of the redevelopment of our cities and our neighborhoods.

Capitol City Associates and the National Association of Minority
Contractors, Washington, D.C., Metropolitan Area Chapter, stands
ready to assist your Committee to increase the participation of
small and minority businesses doing business with their Federal
Government.

I thank you for your time.

Ms. NoORTON. Thank you very much, Ms. Stephenwoof.

Next, Joel Zingeser, Associated General Contractors of America.
Mr. Zingeser.

Mr. ZINGESER. Thank you, Ms. Norton, and it is a pleasure to be
here and an honor. My name is Joel Zingeser, of Grunley Construc-
tion, where I lead the firm’s strategic planning, business develop-
ment and sustainable design and construction efforts.

For over 50 years our firm has specialized in renovations, res-
torations and modernization of large-scale government and com-
mercial buildings, including office, laboratory and educational fa-
cilities. In addition, we construct new facilities and additions to ex-
isting buildings for both public- and private-sector clients.

On behalf of the Associated General Contractors of America, we
strongly support full and open competition for the many contracts
necessary to construct improvements to real property. This includes
competition among general contractors, specialty contractors, sup-
pliers and service providers. Over the years it has been established
that such competition energizes and improves the construction in-
dustry to the benefit of the industry and the Nation as a whole.

As the Committee considers the changing Federal procurement
landscape, AGC offers the following points for consideration. Re-
garding contracting reform issues, AGC supports procurement re-
form to improve delivery of Federal construction services. Reform
of the Federal procurement process should recognize construction’s
unique melding of industry sectors, while ensuring the government
is using the most cost-effective method of procurement.

AGC is working to foster a business climate that enhances oppor-
tunities for all businesses. Construction is an intensely competitive
industry, and we believe that competition penalizes any firm that
resorts to discrimination. To succeed, construction firms have to
focus on price, quality and reliability.

Our members recognize the benefits that the 8(a) program and
the Disadvantaged Business Enterprise programs have to contrac-
tors who qualify for these programs. We also have growing con-
cerns about the need for Federal decisionmakers to address the
challenges small businesses that do not qualify for special pref-
erences are also facing in today’s harsh economic conditions. We be-
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lieve that current Federal rules need to be updated to generate
more collaboration, mentoring and assistance no matter who is the
business owner.

AGC would like to discuss issues surrounding a wide range of
concerns and recommendations we have for improving the Federal
market.

At this point I would like to refer the Subcommittee to my sub-
mitted testimony. Topics include AGC’s positions on contract bun-
dling, the HUBZone Program, and Alaskan Native contracting.

I would also like to highlight a few other points. Subcontracting
goal achievement. Current SBA rules require small business set-
asides and establish small business goals to be met by large busi-
nesses to assure that significant portions of Federal procurement
dollars flow to small business firms, but the rules for keeping track
and measuring the actual flow of dollars to small businesses do not
take into account the actual amounts that flow down below the
first-tier level of subcontracting. Within the construction industry,
the bulk of work is performed by subcontractors who in turn hire
second-tier and third-tier firms to perform elements of the project.
Under the current system, if an other than small business is in-
cluded as a first-tier subcontractor, the prime contractor is not
asked to report further dollars that are going to small businesses
below the first-tier subcontractor. This is because the contracting
agency is not allowed to take credit for those dollars towards its
goals. Allowing prime contractors to report small business subcon-
tracting at all tiers would demonstrate true small business partici-
pation on a Federal contract and would show more accurately how
the construction industry supports and is dependent upon small
businesses.

The shift to Electronic Subcontracting Reporting System, the
ESRS, by the Federal Government provides the opportunity to cor-
rect this problem. The system has the capability or can be made
to have the capability to track and report small business sub-
contractors on multiple tiers. Yet current rules do not encourage
the prime contractors and their subcontractors to account for total
small business participation at all tiers. AGC recommends Con-
gress direct a change to the system through legislation to poten-
tially help all parties track the dollars flowing to all small busi-
nesses.

The Federal Acquisition Workforce. Recruitment, retention and
training of the government workforce should be a high priority for
both government and industry. As you can already see from the
concerns about contracting bundling, which I submitted in the tes-
timony, an understaffed Federal Acquisition Workforce is suffering
from the pressures of an already challenging procurement environ-
ment. The shrinking acquisition workforce is an ongoing problem
and will exacerbate as the number of procurements continues to
grow.

About one Federal acquisition professional in eight already is eli-
gible to retire, and that will rise to more than half the workforce
by 2016. The average retirement eligibility for contracting profes-
sionals will increase from 29 percent in fiscal year 2011 to 50 per-
cent in fiscal year 2016.
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We fear that the Federal Government workforce challenges may
only get worse in the coming years. In order for the government to
meet its many missions, it will have to do a better job of recruiting,
hiring and training new employees. Given that the government’s
purchase of good and services is at an all-time high, it is essential
that the government acquisition positions be fully staffed. This
problem needs to be addressed in the near term to avoid the nega-
tive ripple effects that a strained workforce can have on all facets
of contracting.

Agency consistency. As a matter of policy, AGC recommends that
agencies with large regional offices continue to work to promote the
implementation of uniform agency policies that will provide greater
consistency in the construction process. Many of our members have
repeatedly found wide variances in regional operations, contract
administration and administrative practices. Such can produce se-
rious administrative and communication problems, and can dis-
courage contractors from continuing to work in the Federal market.
We are pleased that the General Services Administration has
worked very hard to ensure consistent communication and consist-
ency between regional offices over the past several years, and hope
that trend continues into the future.

Project labor agreements. At the outset AGC wishes to explain
its overall position on PLAs. AGC neither supports nor opposes
PLAs per se. What AGC strongly opposes is government-mandated
PLAs on any publicly funded construction project. AGC is com-
mitted to free and open competition in all public construction mar-
kets and believes that publicly financed contracts should be award-
ed without regard to the labor relations policy of the government
contractor. AGC believes that neither a public owner nor its rep-
resentative should mandate the use of a project labor agreement
that would compel any firm to change its labor policy or practice
in order to compete for or to perform work on a publicly financed
project. AGC further believes that the proper parties to determine
whether to enter into a PLA and to negotiate the terms of a PLA
are the employers that employ workers covered by the agreement
and the labor organization representing the employer/employee re-
lationship—I am sorry, and the workers covered by the agreement
since those are the parties that form the basis for the employer/em-
ployee relationship, have a vested interest in forging a fair and sta-
ble employment relationship, and are authorized to enter into such
an agreement under the National Labor Relations Act.

AGC has submitted comments on the July 14th, 2009, proposed
rule that would implement Executive Order 13502 to determine the
effect this proposed rule will have on Federal procurement policy
and the cost of doing business with the Federal Government. We
would be pleased to share a copy of our comments with the Com-
mittee.

That really concludes my formal comments. I am pleased to an-
swer any questions to the Chair.

Ms. NORTON. Thank you, Mr. Zingeser.

Next is Catherine Giordano, who is president of and CEO of
Knowledge Information Solutions, Inc. Ms. Giordano.

Ms. GIORDANO. Good afternoon, Chair Holmes Norton. I am the
CEO of Knowledge Information Solutions, Inc., located in Virginia
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Beach, Virginia. We are an information technology value-added
network integrator with a full range of products and services to
fc‘reate, manage and secure networks. We are an 8(a) women-owned
irm.

I am appearing here today on behalf of Women Impacting Public
Policy, a national bipartisan public policy organization representing
well over a half million women and minorities in business, includ-
ing 49 associations that partner with us. Thank you for holding
this hearing and for inviting me to testify.

Let me first mention I had the opportunity to testify on the very
same topic last year, March of 2008, and I am pleased to give you
an update on these small business contracting issues that are so
important to women-owned businesses and WIPP members.

The most pressing issue for women-owned businesses in the pro-
curement arena is the failure of the SBA to implement a women’s
procurement program. As this Subcommittee knows, Public Law
106554, which was passed in 2000, established a Women’s Procure-
ment Program because Federal agencies were not meeting their 5
percent women-owned contractual goals. In fact, the government
has never met the 5 percent goal for women. The highest number
that it has ever achieved is 3.4 percent. For 7 long years the Wom-
en’s Procurement Program suffered from inaction, and in 2007 and
2008, the SBA proposed a program that was unacceptable to the
women’s business community and, frankly, was considered an in-
sult by women business owners.

There were two major flaws in the proposed program. One, the
SBA chose the narrowest method of data analysis by the Rand Cor-
poration and identified only four NAICS codes that would be sub-
ject to restricted competition.

Two, an agency was required to perform an internal audit of its
past contracting actions to show it is rectifying past discriminatory
contracting practices before any contract could have qualified for a
set-aside. We believe this would have set forth a new legal stand-
ard which would have been damaging not only to this program, but
potentially every women business enterprise program in the coun-
try.

Thankfully with the influence of many Members of the House
and Senate, including the Chair of this Subcommittee, the SBA-
proposed program was not implemented. But we have reason to be
more optimistic this year. The new SBA Administrator Karen Mills
is now working to propose a new program and a simultaneous
withdrawal of the previous program. The SBA hopes to have a pro-
gram in place by the end of the year, which would give women-
owned businesses a real chance to compete for stimulus dollars.

We have urged the SBA to take another look at the Rand Cor-
poration disparity study and expand the eligible industries to more
than the narrow definition proposed in the past. In fact, the Rand
Corporation study suggests that up to 87 percent of the industry
categories could be eligible for the program if the SBA chose to use
that interpretation. WIPP is working closely with the SBA to en-
sure that the Women’s Procurement Program will serve to assist
the Federal Government in finally meeting its women-owned goals.

The Federal Government’s ability to meet small business goals is
making progress; however, it is far from impressive. The 2008
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numbers show that the percentage of contracting to small busi-
nesses has dropped to 21.5 percent. The women-owned goal number
has remained at 3.4. However, the number of agencies that met the
women-owned contractual goal increased from 10 to 14 agencies
from 2006 to 2008.

I wish I had good news with respect to subcontracting and bun-
dling, but the challenges in these two areas continue to plague the
small business community. WIPP continues to believe that if you
list us, use us. Small businesses spend thousands of dollars in staff
resources to be part of the subcontracting plan on a prime contrac-
tors bid. We believe prime contractors should utilize small busi-
nesses unless they no longer meet the requirements. There should
be penalties assessed for violating the subcontracting plans. With
respect to the contract bundling, to our knowledge there had been
no new studies since OMB’s 2002 report, which states for every
$100 awarded on a bundled contract, there is a $33 decrease to
small business.

A new concern for small business is insourcing. While we cer-
tainly understand the policy as it relates to the practice of award-
ing large sole-source contracts to major corporations, the unin-
tended consequence for small business contractors is they are los-
ing opportunities in the subcontracting front and losing their em-
ployees to the government.

We believe the Federal Government should make a deeper com-
mitment to contracting directly with the small businesses. We cer-
tainly do not believe the administration intended government agen-
cies to poach small business employees who are working at their
sites, but we worry about the consequences of this policy. WIPP
urges the Committee to take a closer look at this issue.

In conclusion, it is not impossible for small women-owned busi-
ness to be successful in Federal contracting. I am an example of
that success. But our success does not rest solely on the quality of
our products and services. Federal acquisition policy largely dic-
tates if and when we will be successful. The Congress and the Fed-
eral agencies must work together to ensure that the policies they
enact and the paperwork they create do not shut out the ability of
the women-owned businesses to succeed in the Federal market-
place.

I thank you for your time.

Ms. NORTON. Thank you very much, Ms. Giordano.

Ray Amirian, Nastos Construction Company. And congratula-
tions, Mr. Amirian, on being the District of Columbia Small Busi-
ness of the Year 2009. You may proceed.

Mr. AMIRIAN. Thank you. Thank you, Madam Chair, for inviting
me to participate in today’s hearing. My name is Ray Amirian, I
am vice president for operations at Nastos Construction, Incor-
porated. We are a registered disadvantaged small minority busi-
ness located in the District of Columbia. This year marks our 16
years in business. We have made steady growth as a company from
the very beginning in 1993. Much of that progress has been due to
the large number of construction projects that have been made
available by the government to such companies as ours, and the
considerable help for small business that has been available from
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the Small Business Administration and numerous other Federal
and State agencies.

The District government has been especially helpful. The govern-
ment set-aside program for small minority and disadvantaged busi-
ness, specifically the 8(a) program, has been especially helpful, and
we have made every effort to work within those guidelines to the
best of our ability.

The Federal Government has been an especially rich source of
funding as many of its buildings are aging and in need of remod-
eling, or in some cases more dramatic reconstruction.

In the process of working on many of these projects over the
years, Nastos has become specialized in the repair and remodeling
of historic structures. These have included numerous buildings on
the St. Elizabeth campus, including the 140-year old brick wall sur-
rounding it; and most recently the 70-year old D.C. National Guard
Armory on which we are currently replacing all mortar that has ac-
cumulated over the years and replacing it with mortar that exactly
matches the original mortar with which it was built.

Due to the recent downturn in the economy, whereas we earlier
bid against four to five local companies for government jobs, we
now sometimes find ourselves bidding against as many as 20 com-
panies from as far away as Ohio Valley when local projects become
available. Nonetheless, Nastos remains strong and competitive dur-
ing the present downturn, and we attribute most of it to the
thoughtfulness and special programs made available by the Federal
and the State government.

On behalf of Nastos Construction, I wish to thank you and Mem-
bers of the Committee for having me here today.

Ms. NORTON. Thank you very much, Mr. Amirian.

Let me go to my first question, which is for you. You talk about
and expressed an appreciation for the quantity of contracts that
have been available through GSA. What type of work have you
done for GSA?

Mr. AMIRIAN. In the last 8 years, under the 8(a) program, we
have done numerous projects that include the design and build of
the plaza at Health and Human Services, Department of Labor,
and National Nuclear Regulatory Commission headquartered in
Bethesda. We have done office renovations for GSA headquarter
buildings, and roof replacement at Department of Labor, and on av-
erage every year we have done between 2- to $4 million worth of
renovation projects under 8(a) program.

Ms. NORTON. So all of this has been 8(a) work?

Mr. AMIRIAN. Yes, ma’am.

Ms. NORTON. That $4 million was what percentage of your work,
for example, annually?

Mr. AMIRIAN. That is $4 million annually, but GSA represents al-
most 40 percent of our volume.

Ms. NORTON. And you are located right here, so you are alert to
the opportunities available, and you clearly have taken advantage
of them.

Mr. AMIRIAN. Yes, ma’am.

Ms. NORTON. Are you—and indeed this is for all of you. Are you,
Mr. Amirian, and do any of you know of firms that are benefiting
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from the stimulus funding, small business firms or small minority
business firms? Mr. Amirian, have you?

Mr. AMIRIAN. No, I don’t.

Ms. NORTON. Not yet.

Mr. AMIRIAN. Not yet.

Ms. NORTON. Mr. Zingeser, surely somebody. Mr. Singer has al-
ready received some of the stimulus funding. Do you know of any
through the association?

Mr. ZINGESER. Well, I can speak for Grunley Construction. We
have been the recipient of three projects that were funded with
ARRA money. These projects were the continuation of phases or op-
tions for continuation of work that was awarded under prior com-
petitive bids. The three projects are the Mary Switzer Building,
which phase 2 is funded with ARRA funds, at $43 million approxi-
mately; the Hoover joint venture Department of Commerce build-
ing, that is a joint venture with Gilbane Construction, the total is
about 158 million; and the Department of the Interior’s head-
quarters building, phase 5, approximately $34 million. So there is
a total in terms of Grunley’s portion of the joint venture of about
$156 million worth of work that is again being funded under ARRA
funds.

All of those contracts have small business plans and programs,
subcontracts and goals to be met. And as I say, they are in the
process of proceeding. Those awards were made at the end of June,
the ARRA funds, roughly.

Ms. NORTON. Mr. Zingeser, we are going to give you time to do
this, but I would like you within 6 months of today to report how
those funds in turn have been distributed to subcontractors, con-
tractors beneath yourselves, and to disadvantaged business con-
tractors.

Mr. ZINGESER. Will you let me report second and third tier?

Ms. NORTON. Yes.

Mr. ZINGESER. Okay.

Ms. NORTON. In fact I am going to ask you—I was befuddled by
that part of your testimony. I am interested, this whole hearing is
about so-called second and third tier in one sense.

Could you give me your sense of why the second and third tier
contractors are not—"not allowed,” according to your testimony on
pagg 3, for subcontracting goal reporting? So it would be like only
you?

Mr. ZINGESER. The way the—I don’t work for an agency.

Ms. NORTON. No, I understand. Surely they must have said
something to you, like you said to me, can I report. You must have
said that to them, and what did they give you as the reason?

Mr. ZINGESER. Here is the general understanding that I have,
which I would suggest is probably the understanding that the in-
dustry has. An agency has small business goals within the con-
tracts that they award. You are required when you compete for this
work to submit either with your submission or immediately after
a small business plan. That plan outlines what percentage of the
subcontracts are going to be awarded to small business, and then,
within that, what percentages will flow down to the other special
categories.

Ms. NorToN. Tier 2 and 3?
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Mr. ZINGESER. No, no, to the subcontractors. I am talking strictly
now the subcontracts.

Ms. NORTON. Only subs.

Mr. ZINGESER. The subcontractors, okay.

Then the process begins, the work begins, and reports are due.
The reports that are due come from us to the agency. They used
to be forms 294 and 295, I believe were the names, and now there
is the ESRS system for doing it, electronic. Very, very high poten-
tial to get good information an get it quickly.

What we are asked to report is at the subcontractor level only
whether those are small businesses or not or other special cat-
egories. We are not asked to report about what happens below that.
And I will talk about that in a minute. When we report—the rea-
son we are only asked to report, and this is my supposition, is be-
cause the agency does not get credit with the Small Business Ad-
ministration towards the goals——

Ms. NORTON. Because?

Mr. ZINGESER. —at any level except the first tier.

Ms. NORTON. Because?

Mr. ZINGESER. Because either the law says it, the rules say it,
there is policy. I don’t know. I will leave that up to other

Ms. NORTON. Is it a paperwork problem? Do they think there will
be too much paperwork going down the line? But you say a lot of
this would be captured easily.

Mr. ZINGESER. If that was the case, it would not be hard to get
that information.

Ms. NORTON. We could capture this pretty easily now?

Mr. ZINGESER. I think so.

Ms. NORTON. We are certainly going to find out.

Mr. ZINGESER. Okay. The reason this is so important is because
the goals of the small business program and all the subsets are to
get money flowing to small businesses. This is what we want to do.
These are the social-economic-political goals.

Ms. NORTON. And many of these subcontractors are not small
businesses, right?

Mr. ZINGESER. Well, here is the point on that. Let us take one
of these $100 million renovation projects. The buildings exist, so
where is the money going? What kinds of things are happening in
those buildings? An awful lot is happening in the mechanical, in
the electrical areas of upgrading and modernizing the building,
building the performance levels up in term of energy reduction and
so forth. Those companies that can do the 30 million or 40 million
out of that 100- are not small businesses. They don’t have the
bonding capacity or the means to do it. So there is a large business
that will often have that contract. But if you look, it won’t take you
long to see that they in turn are subcontracting to a second-tier
and a third-tier level, and so that 30- or $40 million is absolutely
flowing to small businesses, but no one is getting the credit for it
politically or otherwise.

Ms. NORTON. Yeah, that is what my Dynalectric example, I
think, was all about. They said, you know, 50 million, zap; that all
goes to me and one other. Now, that might be efficient in one
sense, and the last thing we are going to do is reduce the efficiency,
but, hey, licensed contractors? I bet there are a lot of very efficient
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licensed, sub sub subs, however you want to characterize them out
there, who can do it.

So I get your point, and we are going to find out why they are
given no credit, because it seems to me that runs counter to what
the law is asking them to do. This is to get to small businesses.
If you can’t get down to them and get credit for them, then you are
going to do what Dynalectric did, stop at the first tier.

Mr. ZINGESER. I would like to just make sure that my words are
clear that this is not an agency problem, this is a systemic problem.

Ms. NORTON. No, it is a problem that flows from the way SBA
asks the reporting to take place.

Mr. ZINGESER. Correct.

Ms. NORTON. We are not blaming the agencies, we are not even
blaming SBA, because guess what? I think the Congress is the ulti-
mate culprit in all of this. We are just trying to get a report on how
it occurs, and unless we get it and then hear their explanation, and
they may have a good one that we haven’t heard, then we won’t
be able to do anything about it or to at least try.

Now, I wanted—I think this may be gone, but Ms. Giordano, we
love having panels with broad representation. If one reads closely,
part of your testimony would appear to contrast with Mr.
Zingeser’s testimony, because he expressed concerns about SBA’s
requirement that agencies show past discriminatory practices be-
fore any contractor could qualify under the program set-aside for
minorities and women.

Now, of course, 8(a) contracts would be such contracts, and we
know that they are legal and constitutional. And I don’t—I want
to know if that is your view that is still the case, because I do want
to note that I recall—I recall very distinctly the part of your testi-
mony that described—I agree with you it was an insult, particu-
larly to women-owned and small businesses. I don’t even think mi-
norities were required to do this. Women were picked out for this.
I can only call it discrimination. And women across the board here
in the Congress were mortified and as insulted as you were where
they implored a contract chapter to somehow, if anything, reduce
your eligibility. And we thought it was a joke when we read that
they had identified for competition only—now, this is women-owned
businesses, everybody—cabinet making, engraving, other motor ve-
hicle dealers, and national security and international affairs. It al-
most looks like they say, well, where have women most been dis-
criminated against, and therefore we will have the fewest number
able to compete.

Ms. Giordano, with the new administration I believe that that
has been withdrawn; has it not?

Ms. GIORDANO. To my knowledge, it is being looked at. I believe
they are not utilizing those four categories. I believe it has been
withdrawn. What they could be looking at, however, is the value
of the Rand study showing that 87 percent of the qualifying cat-
egories of NAICS’ codes could indeed be considered qualified.

Ms. NORTON. Among those that one would choose, then, you
could go to as many as 87 percent?

Ms. GIORDANO. You could—well, they left it up to the SBA to
make the decision how narrowly or broadly they chose

Ms. NoRTON. That is still under consideration.
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Ms. GIORDANO. My understanding, that it is still under consider-
ation; however, it is not actually being implemented as previously
stated based on testimony.

Ms. NORTON. The categories—it seems to me that if you propose
a rule, you are not supposed to do more harm than good. It seems
to me that that is what the last administration did. It was laugh-
able, except it made you want to cry. Why bother if you are going
to make it worse? And we will be tracking this with this large
amount of funds flowing at least through the GSA and some of the
other agencies you have seen.

I hope—whose testimony—Ms. Giordano, did you have any prob-
lem with this notion about past discrimination; that is the reason
you have an 8(a) program?

Ms. GIORDANO. Well, the way it was designed by the previous ad-
ministration was first you had to prove before you could even con-
sider placing it in a set-aside environment, which does happen with
8(a)s to some degree because they go out for sources sought, and
if they come up with more than three, they know they have the ca-
pabilities in the marketplace to perform.

Ms. NORTON. What has to adjust that program, the women’s part
of that program? You have suggested that you have to set up—
have SBA set up a women’s procurement program. Do you believe
that is the only way to straighten this out, or are there other ways
to do so? Because this was operating before the administration put
up this barrier, wasn’t it?

Ms. GIORDANO. The category of set-aside is not capable of being
accomplished under the current program. I look in the mirror, I
designate myself a women-owned business, a women-owned small
business, but I am not entitled to any of the categories of——

Ms. NORTON. And what is the reason for that, Ms. Giordano?

Ms. GIORDANO. I am not sure I understand the reason the SBA
chose to eliminate women-owned small businesses.

Ms. NORTON. Did they ever have women-owned small businesses
as a category?

Ms. GIORDANO. Self-professed. There is no procurement program
currently in place for women-owned.

Ms. NORTON. The reason you have an 8(a) program is because we
have had centuries of discrimination against people of color, and
that pushing and pushing and pushing.

Ms. GIORDANO. Yes, ma’am, I am Hispanic, and I am 8(a)-cer-
tified woman-owned business.

Ms. NORTON. So you understand that.

Ms. GIORDANO. I understand the 8(a) process.

Ms. NORTON. I know there were horrific abuses at one time found
in women-owned contracting with—for that matter minority-owned.
If there are abuses, you deal with the abuses, you don’t deal with
the whole program.

Ms. GIORDANO. Yes, ma’am—I am sorry.

Ms. NorTON. We will be very, very vigilant. If they don’t want—
have a similar program, then they are going to have to have some
way to make sure women-owned businesses are not put in this cat-
egory or continuing not to meet those very small goals that have
been set for women-owned businesses. Women are half the popu-
lation. Many are not disadvantaged in the sense minorities are.



47

Their, quote, disadvantage has been particularly horrific because
they have been well educated and yet not been able to get the same
jobs, and yet not been able to get the same businesses.

That is curable. In fact, it should be more curable since they
come out of the same pool of people that White businesses gen-
erally do. It should have been more easily curable. And yet minor-
ity businesses, because of the historic discrimination, because they
pushed and pushed, it looks like they do better in small business
contracting. That is amazing, you know. Blacks are 12 percent of
the population; women are 50 percent.

I would bet, given the advantages and education and station in
life women have, you might expect more women across the board
in various ethnic groups than minorities. In fact, it is the other
way around. I am not trying to use any group to make sure any
other group equals them. That won’t happen. That is a very false
way to go about it. But this is shameful for women, and I keep get-
ting the statistics not getting any better, and so I am going to be
especially vigilant on that.

Ms. Stephenwoof, you say on page 5—no, I am sorry. You say—
your mention of St. E’s got my attention. You want to expand pub-
lic engagement. Well, I have looked very closely at what GSA had
been doing because it has been right under my very nose, and I
have to tell you, they have got people who do nothing, nothing but
engage the public, nothing.

They had a small business education forum it must have been 5
years ago. It was way before I got the money out. They are in the
community every other day. You have got right at the table an 8(a)
business. They have set aside 5 million for the next tranche. You
mentioned things like alternative market tools.

So I need—given the fact that given GSA has been doing better
than most, I need specifics, because we are in a position to make
sure that GSA experiments, tries new things. We are not going to
suffer 1 ounce of inefficiency on these projects. No, sir, not with El-
eanor the only one up there able to go to the appropriators and say,
give me some money. I have to make sure that it all happens. If
you say there are some alternative market tools to be used, I need
to know what those are. And I don’t—and you say—here it is, page
3—specialized resident advocate agency and organization. Well,
they have set aside employees who perform this function.

So I need—I am not one to let people spend money to be spend-
ing it. I want to spend it on contracts, so I need to know what it
is more in specific terms that you think that GSA ought to be
doing.

Ms. STEPHENWOOF. Thank you for those questions.

Let me say in very layman’s terms GSA has done a phenomenal
job. As I said in my testimony, that has been unprecedented for
any Federal agency within a community. And you are right. As I
participate in this, in public engagement for the past—it has been
5 years exactly that they have had these community forums. What
we are trying to do, what I am referring to, is how to get the busi-
nesses to the table. The difference between—and also——

Ms. NORTON. Are they brain dead? I mean, here is a billion dol-
lars out there.
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Ms. STEPHENWOOF. No, that is true. Everybody is asking. What
I was talking about is having the small work groups, because most
of the businesses in the community say, I don’t know how to com-
pete against the big boys.

Ms. NORTON. Well, just a moment. We—Mr. Amirian wants to
comment on this, too. We brought Ms. Echols to the table, who de-
scribed how after 2 days of intensive work, you become 8(a).

Mr. Amirian is an 8(a) contractor. Well, how do you want to
speak to that, Mr. Amirian, before we go back to Ms. Stephenwoof?

Mr. AMIRIAN. What we would like to see, Madam Chair, is GSA
not to bundle. For example, St. Elizabeth, there are 45 buildings
that——

Ms. NORTON. What did they bundle? Because they testified

Mr. AMIRIAN. Grouping them together. There are 45 buildings
that needs to be renovated. And we see the trend that may be ad-
vertised together.

Ms. NORTON. You mean 450 million?

Mr. AMIRIAN. No, 45 buildings on campus at St. Elizabeth that
have to be renovated. They are historical buildings. They cannot be
demo’d. We would like to see it broken into packages so a small
contractor:

Ms. STEPHENWOOF. Exactly.

Ms. NORTON. Wait a minute. You have a sense that all the build-
ings will be bundled?

Mr. AMIRIAN. Everything I have seen, it is all a billion dollars,
$3-1/2 billion projects, nothing has been—I haven’t see any jobs ad-
vertised as small

Ms. NORTON. They have not advertised yet for the reuse part, so
you are talking about the reuse of the buildings, all that work, that
is where your ripest opportunity——

Mr. AMIRIAN. Yes.

Ms. NORTON. As far as I can tell it, I can’t—also my recollection,
please correct me if I am wrong, is that they said that they would
not and do not engage in bundling. Do you say that they do?

Mr. AMIRIAN. No, I haven’t seen any specific projects coming out
or advertisements. So we just want to make sure before packages
are put together, they are bidding for them, that breaking into a
smaller size.

Ms. NORTON. I certainly can’t imagine that they would be in
their right minds to bundle all of those buildings up when those—
that is the most remarkable set of small business opportunities on
the face of the USA, Earth today, I think. So thank you for that.
That will help us to be proactive.

Ms. Stephenwoof, will you resume your

Ms. STEPHENWOOF. Again, what I would like to be able to reit-
erate is that the GSA has done a good job of putting the product
on the market, but it will be up to the general contractor to work
with the prime contractor and, as he said, to be able to solicit and
to break those packages up into small pieces so that the smaller
businesses can participate.

I was also at the certification program that they had at the Mar-
tin Luther King Library, where they were helping to certify the
small businesses. What I am talking about is to do a lot more of
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t}ﬁat within the communities also, because a lot of businesses
that

Ms. NORTON. Well, they are continuing to do that throughout
this project that is going to last for 10 years or so, besides which
they have now such a rich number of 8(a) contractors, they won’t
want for contractors.

Ms. STEPHENWOOF. Every business is not going to be able to have
the capacity of 8(a), and all the jobs are not 8(a) requirement.

There is also the disadvantaged business certification. There is
small business certification. So those kinds of programs which can
be done in conjunction with the Small Business Administration can
be done within communities.

Ms. NORTON. There are two more programs you would like to see
workshops on; is that right?

Ms. STEPHENWOOF. Exactly.

Ms. NORTON. And one is—let me hear that, please.

Ms. STEPHENWOOF. The Disadvantaged Business Certification
Program.

Ms. NORTON. And the second one is?

Ms. STEPHENWOOF. The whole certification as a small business or
a HUBZone business, because Anacostia is—well, I understand the
District as a whole, but Anacostia is a HUBZone area. The busi-
ness owners within the community have not been educated about
how to become certified as HUBZone, so they can’t compete.

Ms. NORTON. Those are very good suggestions. We were so
pleased with their 8(a) workshops. We will approach them. In fact,
those—if you want to continue to work and to work on other and
perhaps even larger contracts than your first contracts, you cer-
tainly have got to graduate.

Ms. STEPHENWOOF. You have to graduate to the 8(a) program.
And so a lot of businesses that are within the communities, that
is the level that they have to start with. They are not ready for the
8(a) level in order to compete.

Ms. NORTON. What is it that they are ready for?

Ms. STEPHENWOOF. They can compete in the disadvantaged busi-
ness community and the HUBZone community. Of course, self-cer-
tification as a small business enterprise.

Ms. NORTON. We also will ask GSA about contracts, and, remem-
ber, this is a huge Federal contract.

Ms. STEPHENWOOF. Exactly.

Ms. NORTON. Only so much learning is going to be done on this
project.

Ms. STEPHENWOOF. But it gives us enough time.

Ms. NORTON. But I am going to ask them about HUBZone and
disadvantaged projects.

While I am on HUBZone, I am going to ask Mr. Zingeser, would
you summarize your recommendation on HUBZone? We have had
a lot of HUBZone problems in this region, so much so that my good
friend, the Chair of the Subcommittee, was about to abolish the
whole thing. And then we got a new administration, which I be-
lieve is working and has done all kinds of reform of HUBZone.
Could you speak to your concerns?

Mr. ZINGESER. The AGC has looked at HUBZone and has made
recommendations on the program. The problem that
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Ms. NORTON. Now, let me just say, we were horrified that—let
us go to my region. People within my region were using HUBZone,
coming in, and there wasn’t a minority in sight once they got cer-
tified. So when you mess up that way, then the roof falls in on the
program.

Of course, a lot of us went to the administration and went to the
SBA and went to the Small Business Committee Chair and said,
don’t throw the baby out with the bath water.

And, Mr. Zingeser, I am aware, I was embarrassed by what the
IGs were finding. I could not in good faith say, keep this program
up, unless it was like turned on its head, virtually started all over
again. But I would like to hear your experience and your sugges-
tions.

Mr. ZINGESER. Well, again, the issues—the objectives of the pro-
gram make sense; the increased employment opportunities, invest-
ment and economic development, and low-income or high-unem-
ployment areas that meet the Federal definition of an historically
underutilized business zone. Without getting into it a whole lot
more, there are some things that jump out.

Number one, the way the program works, and this speaks to the
point that was just made, if you are in a HUBZone in East She-
boygan, you are in a HUBZone, and you can come and compete
against the same people that are in the HUBZone where the
project is. You don’t have to be in the HUBZone where the project
is. You can be in a HUBZone anyplace and compete. So——

Ms. NORTON. Wait a minute. Wasn’t that because they wanted
to bring—yeah, you have people already competing in these areas
where there is not a lot of work. This brings employment, and if
you were employing people, wasn’t the point that if you bring some-
body who may not be in the area and may have business, and that
person begins to hire people who would otherwise not be employed,
that is a win-win, because you can’t expect people who are already
doing business in a HUBZone, because these zones are per se, by
definition, zones where there is not lots of contracting and not lots
of employment as well.

So, I mean, if you are not going to have somebody else come in
and say, we will do business, and in return for doing business here,
we will hire this many employees, how do you break through if the
only people you are depending upon are the people already in the
HUBZone which are themselves in the same barrel as the residents
in the HUBZone?

Mr. ZINGESER. It starts with the notion that, first of all, you
must be a certified HUBZone business. And then, once you are, you
are free as a HUBZone business to go do business and get all of
the benefits of that no matter where the project is. So if there
is

Ms. NORTON. Within the HUBZone you mean?

Mr. ZINGESER. No. No. To go the other way, let’s assume there
is a HUBZone certified here in the District of Columbia, and the
project is New York State, and it is set aside as a HUBZone pref-
erence. The company here can go do the project in New York State.

Well, the same is true here. If there is a project in Anacostia,
and a HUBZone wants to compete and get the HUBZone preference
and they are in Ohio, they can come and be treated the same as
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the local firm. Now, that, in my mind, I am a very simple person,
doesn’t make sense. So that is the definition of how the program
works. It seems to me
th;? NORTON. So you are saying it is the illusion of reciprocity
there?

Mr. ZINGESER. Yeah, I guess the idea that you want to nationally
improve HUBZone, the economics in HUBZones, so it doesn’t mat-
ter where the project is. But in construction, it is a local thing. It
really ought to be held for people

Ms. NORTON. I see what you are saying.

Mr. ZINGESER. So that is a simple idea that——

Ms. NORTON. Not only that, I am very interested in, and again,
I will be working with the Subcommittee, I wanted to elaborate
your concern. I am not prepared to answer it, because I can see the
concern.

Mr. ZINGESER. That is one. The other thing that sort of jumps
out is the 10 percent preference. Now, in the construction industry,
10 percent is a lot of money. That is an extraordinary preference.
And that essentially means that everybody else is out of the com-
petition, because if you are not

Ms. NORTON. Let me tell you why it is meant that. Why it is
meant that, I believe, based on the, abuse is not the word for it,
the fraud I have seen is because they were taking the preference
without doing anything within the communities. This wasn’t abuse.
This was straight out fraud. It was in this region. It was so bad
that they were having these all over the United States. I am sure
the work is still going on since the new administration then was
charged with straightening this out or it goes.

So by the time we have probably our next GSA hearing, I will
want to know more, and I ask the staff to bear this in mind, about
the progress the administration is doing, that means the SBA, who
really was at fault on this, just as they were at fault on the wom-
en’s program, how far they have gotten in straightening out a pro-
gram that collapsed of its own weight.

When the Committee Chair of the Small Business Committee—
this is a Puerto Rican woman—was so outraged, the Chair of the
Committee, that she wanted to abolish the program, I know there
is a problem in that program. She comes from a part of Brooklyn
which is rich in small businesses, so she has a vested interest in
small businesses.

So I am not prepared—because I don’t know what is at work—
th I certainly appreciate your alerting me, your testimony, both
of you——

Mr. ZINGESER. Let me be clear, because from AGC’s point of
view, 91 percent of the construction companies are small busi-
nesses. I mean, 91 percent, according to the AGC’s statistics, so

Ms. NORTON. Look, your point, let me make sure I understand
it, your point that this reciprocity when it comes to construction,
at least with small businesses, is laughable. You are not like a na-
tional construction company.

Mr. ZINGESER. My point would be for the construction industry,
if there is such a thing as a HUBZone program, which by the way,
if it were abolished in its present form would be a good thing to
start over and do it different than it is——
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Ms. NORTON. They may be doing that.

Mr. ZINGESER. Okay. But in its present form related to construc-
tion, the jobs and the dollars don’t go to the local HUBZone compa-
nies necessarily.

Number two, the 10 percent preference is out of—it is extraor-
dinary. It is too high in a competitive world. That is a simple state-
ment. Then there are some other points which we can submit if you
want.

Ms. NORTON. 10 percent is—those numbers, you will never see
those numbers—you remember when people were getting 10 per-
cent of the market? Everybody should scrub 10 percent from their
category. We are going to be in a much different economy. That is
why I don’t even want people to be waiting for the economy to come
back. It is going to be very different. It is not going to have any-
thing to do with whether we stimulated it or not. It is just that
there has been a sea change. And so those numbers, even in that
economy, and I know enough about construction to know what that
does. I don’t know what the effect was, whether the effect was that
they got all the contracts. And it looks like you were doing pretty
well; your company was doing pretty well.

Mr. ZINGESER. Again, not all government contracts have
HUBZone preferences. But where they do have a preference

Ms. NORTON. I see.

Mr. ZINGESER. —you have to think very seriously about whether
you have a chance at all if you are not a HUBZone. Now, that
doesn’t mean there shouldn’t be a HUBZone program with some
set-asides, just like we have 8(a) and other things.

Ms. NORTON. Exactly.

Mr. ZINGESER. These things do have a place.

Ms. NORTON. And in fact, if she looked at, the Small Business
Chair looked at 8(a) and said, you know, they found a way to do
it. And so one of the things she wanted to do was to say, wipe out
HUBZones; go to 8(a) entirely. Because of the reluctance to simply
wipe out a program based on fraud, they are now rethinking the
program. And staff will report to me on how far they have gotten.
The notion of any disadvantage to our companies doing business
within the region right now, and all these funds unprecedented are
flowing, would be potentially unacceptable. We have all worked to-
gether, and minority- and women-owned companies in particular
have worked together.

Ms. Giordano, I recall, for example, the problems I had when we
were in the minority when we weren’t sure that disadvantaged pro-
grams, particularly in areas like the authorization, where there is
perhaps the largest amount of money in transportation infrastruc-
ture, how closely women and minorities worked together. We have
been very pleased with how contractors have worked with GSA,
even given the strictures that Congress for small, women-owned
and minority-owned business had placed on them.

I am former chair of the Equal Employment Opportunity Com-
mission. I did some of my best work with business, because these
programs don’t work if in fact business feels it is at a disadvantage
for doing what the government thinks is the right thing to do to
equal the playing field and not to put people ahead of it. That is
probably one of the first things I did when I came to the EEOC was
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to initiate a negotiation so that not every complaint was there for
2 years. Most of them, by the end of 2 years, weren’t any good any-
way. They had all fallen away.

And so we took complaints when you first got them, see if we
could work out something. Sometimes, as a cost of doing business,
an employer would say, it is not worth my time and would do so.
Some employers would decide to remain in. We realized that the
employer might indeed believe there was no discrimination. At the
same time, we would go aside with the minority or the women and
indicate what in fact would have to be shown, that the burden lies
on the plaintiff.

And so some of the best experiences, this may seem very strange
to say, that I had as Chair of the Equal Employment Opportunity
Commission was working with the business community so that we
worked together and so that we weren’t bringing suits left and
right. We brought suits, for example, on the basis of worst first so
that somebody who—government can’t sue everybody—so somebody
trying his level best didn’t find because he was in sight of some in-
vestigator, he got a suit, where his competitor, who wasn’t doing
as well, hadn’t yet been gotten to. We are trying to make sure that
these programs reflect that kind of rationality as well when it
comes to business. At the same time that we do all we do, we can,
especially in the climate of the Great Recession, to bring equality
so far as firms are able to show in their work to small business and
small disadvantaged business contracting.

I can’t thank each of you enough for remaining so long with us.
And I assure you that your testimony has been of immense value
to us. This hearing is adjourned.

[Whereupon, at 5:02 p.m., the Subcommittee was adjourned.]
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Congresswoman Norton, thank you for holding this hearing today regarding the federal
government and the goals for small, minority, and disadvantaged business. I would also
like to extend my appreciation to the witnesses for offering their testimonies to the
subcommittee as we work to ensure that the government is giving small businesses ample
contribution opportunities.

Small businesses are an essential component of our national economy. The goods and
services that they supply promote competition and encourage innovation. However, their
contributions to our economy as a whole are not mirrored in the public sector, where their
share of federal contracts has always been a cause for concern. The government must
ensure that small businesses are greeted with navigable channels toward securing federal
contracts. While the SBA provides fundamental support for the relationship between
small businesses and the federal government, oversight remains a high task that demands
due attention from this subcommittee.

The economic meltdown has augmented the importance of federal procurement and
contracting for small businesses. I would like our panelists to discuss how the federal
practices and policies surrounding small business participation have been modified to
account for the economic downturn, specifically with regards to minority and women-
owned businesses. Additionally, I would like to hear about the measures that are being
taken to ensure that small contracts are not consolidated and given to large businesses,
when the individual contracts would normally be reserved for small businesses.

In closing, I’d like to thank the panelists once again for their contributions to the hearing

today. I hope that we can continue our cooperation in the effort to promote small,
minority, and disadvantaged business participation in federal government contracts.

(s Lot
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SEPTEMBER 17, 2009

The subcommittee is pleased to welcome our witnesses today. We look forward
to hearing the testimony of our small business witnesses concerning their experiences
contracting with the federal government, and we are also pleased to receive the testimony
of agencies within the jurisdiction of this subcommittee about their goals and
accomplishments for small businesses and for minority-owned, women-owned, and other
disadvantaged businesses. Today’s hearing is a follow up to our March 6, 2008, hearing
on this subject when we alerted our agencies that we would be holding annual oversight
hearings on issues and progress in small business contracting. Among the issues we
addressed last year were bundling of contracts by federal agencies that makes it difficult
for small businesses to compete, the benefits of competing on the GSA schedule, small
business outreach by federal agencies, and how agencies account for small business
participation in procurement. We look forward to examining agency efforts to address

these and new issues that may have arisen.

This subcommittee places a strong emphasis on small businesses because they are
central to the U.S. economy, particularly so during “the Great Recession.” The federal
government, as the largest small business contractor, has a special obligation to this

indispensable sector, especially in today’s economic downturn. The roughly 25 million
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small businesses in the United States account for 50% of the nation’s private non-farm
gross national product. However, they receive only 20% of federal contracts. Women
made up 30% of the small business owners nationally in 2008, but received only 3.4% of
federal contracts. Minorities owned 18% of small businesses nationally, but receive only
6.8% of federal contracts in 2008. Because most of the jobs created by small businesses
remain in this country, their formidable job creation power has premium value for our
economy and the American people. Small businesses with fewer than 500 employees
accounted for 64% of the 22.5 million net new jobs between 1993 and the third quarter of
2008, according to the Small Business Administration. Of course, many federal contracts
necessarily go to large contractors, so federal agencies are in the best position to analyze
their contracts in order to make a fair and practical allocation of contracts that should go
to small businesses. We are particularly interested in how agencies make this allocation,

considering that small businesses are responsible for the lion’s share of new jobs.

Unfortunately, the difficulty of establishing and of maintaining small business,
even in the best of economic times, means that many of these businesses and the jobs
they generate do not survive. However, they are quickly replaced by new risk takers,
characteristic of successful entrepreneurship in our country. The Small Business
Administration said in a recently released report to the President that the recession’s
credit freeze in the short term funding market had had a particularly harmful effect on the
ability of small businesses to operate. The American Recovery and Reinvestment Act —
P.L. 111-5 (ARRA) provided an important opportunity for the federal government to
offer a lifeline to small businesses in this tough economy. As of August 14, 2009, the
SBA reports that 23.7% of the $8.37 billion in Recovery Act contract dollars have gone
to small businesses and those federal agencies have been meeting disadvantaged business
category goals with stimulus spending as well. SBA reports that 10.6% of contracts are
awarded to small disadvantaged businesses, 8.7% to 8(a) firms, 6.4% to HUBZone firms,
4.3% to women-owned firms and 3.1% to service-disabled veteran-owned firms. How
have the agencies under our jurisdiction used stimulus funds to help fill the gap for small
businesses? In stimulus funding alone, the General Services Administration (GSA) is

receiving approximately $5.5 billion, the Federal Emergency Management Agency
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(FEMA) is receiving $210 million and the Smithsonian Institution is receiving $25
million. We will be interested to know the number and type of opportunities for small

business contracting by the agencies under the jurisdiction of this subcommittee.

For almost 50 years it has been the policy of the federal government to encourage
the participation of small business in federal procurement and contracting. The Small
Business Act requires an affirmative federal policy of doing business with small
businesses “in order to preserve free competitive enterprise, ensure that a fair portion of
the total purchases and contracts for supplies and services for the Government is placed
with small businesses, and maintain and strengthen the overall economy of the nation.”
For minority and women owned businesses, there is an additional 14" amendment
constitutional obligation carried out in federal law by Title VI of the 1964 Civil Rights
Act and by federal legislation to assure that federal dollars do not fund discriminatory
activities. In Fullilove v. Klutz, the Supreme Court found that Congress had the authority
to remediate historic discrimination in contracting through “prospective elimination of . .
. barriers . . . to public contracting opportunities.” Tough competitive standards must be
enforced for small businesses and small disadvantaged businesses, as for large federal
contractors. However, targeting federal procurement contracts and subcontracts for small
businesses, and for management and technical grants, educational and training support, as

well as surety bond assistance, are obligations under the law.

Although the Small Business Administration has oversight for encouraging small
business participation by the federal sector agencies, only continuing and regular
oversight by the authorizing and appropriation committees can hold individual agencies
accountable to implement the small business policies of the federal government. We
believe that this subcommittee has the obligation to increase the momentum established
with our first hearing, considering “the Great Recession” that has seized this country and
most of the world. The agencies before us today have submitted information to our
subcommittee on their progress in meeting the requirement in federal law. Three of these

agencies - the Architect of the Capitol, as a legislative branch agency, the Smithsonian
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Institution, and the John F. Kennedy Performing Arts Center — technically are not

covered by the Small Business Act but, to their credit, voluntarily abide the law.

We will be happy to hear from all of the federal agencies for which we perform
oversight: the General Services Administration, the Federal Emergency Management
Agency, the Architect of the Capitol, the Capitol Visitors Center, the Smithsonian, and
the John F. Kennedy Performing Arts Center. We offer our thanks our small business

witnesses as well.
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SEPTEMBER 17, 2009

Thank you, Chairwoman Norton for holding today’s hearing.

The timing of today’s hearing is not random. Our country faces troubling
economic times. One of the most effective ways to help stimulate the economy is
through government contracting and procurement. As we all know, small businesses
employ about half of the Nation’s worldorce. The Federal Government can stimulate
the economy not only with its short-term funding programs, bur also with its day-to-
day procurements and its contracting clout. Thus, the government’s procurement and

contacting programs provide a vital link between employment and Federal dollars.

The witnesses we will hear from today will discuss a variety of small business
programs that not only stimulate economic activity, but also describe how these

programs target spending in areas where it is most needed.

I extend a warm welcome to today’s witnesses and look forward to hearing

their testimony.
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RAY AMIRIAN
Presentation to Congress
9/17/09

My name is Ray Amirian. I am Vice President for Operations at Nastos
Construction, Incorporated. We are a registered Disadvantaged Small Minority
Business located in the District of Columbia.

This year marks our 16® year in business. We have made steady growth as a
company from the very beginning in 1993, Much of that progress has been due to
the large number of construction projects that have been made available by the
government to such companies as ours, and the considerable help for small
businesses that has been available from the Small Business Administration and
numerous other Federal and State Agencies. The District Government has been
especially helpful,

The government’s Set Aside Programs for Small Minority and
Disadvantaged Business specifically 8(A) program have been especially helpful,
and we have made every effort to work within those guidelines to the best of our
ability.

The Federal Government has been an especially rich source of funding as
many of its buildings are ageing and in need of remodeling, or in some cases more
dramatic reconstruction.

In the process of working on many of these projects over the years, Nastos
has become specialized in the repair and remodeling of historic structures. These
have included numerous buildings on the St. Elizabeths Campus, including the 140
year old brick wall surrounding it, and most recently, the 78 year old District of
Columbia National Guard Armory on which we are currently replacing all mortar
that has accumulated over the years and replacing it with mortar that exactly

matches the original mortar with which it was built.
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Due to the recent down turn in the economy, whereas we earlier bid against
four or five local companies for government jobs, we now sometimes find
ourselves bidding against as many as twenty companies fom as far away as th
Chic Valley when local projects become available.

Nonetheless, Nastos remains strong and competitive during the present
downturn, and we attribute most of it to the thoughtfilness and special programs
made available by the Federal and State Governments.

On behalf of Nastos Construction, I wish to thank you, ladies and gentlemen,
and thank you for having me here today.
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Subcommittee on Economic Development, Public Buildings,
and Emergency Management, Committee on Transportation and Infrastructure
U.S. House of Representatives

September 17, 2009

Madam Chair, Congressman Diaz-Balart, and members of the Subéommittee, thank you for inviting
me here today to discuss the Office of the Architect of the Capitol’s (AOC’s) efforts to increase

AOC procurerent opportunities for small businesses.

The AOC has made tremendous progress since I last testified before the Subcommittee about our
efforts to implement a program that enables and encourages small-disadvantaged and women-

owned businesses to effectively compete for AOC contracts.

As you know, Legislative Branch agencies are not subject to the Small Business Act, and therefore,
do not have authority to set aside procurements for small businesses. AOC procurement statutes,
for example, require that all our procurements over $100,000 be competed on a full and open basis.

However, in 2007 and 2008, I directed our staff to implement several pilot programs to actively
award contracts to companies that reflect the diversity of our country above and beyond the

standard requirements of Federal regulations.

I am pleased to report that on August 10, 2009, I signed a memorandum of understanding (MOU)
with the Small Business Administration (SBA) to establish the roles and responsibilities of each
agency in the implementation of the use of small business programs at the AOC; thereby

formalizing our efforts.
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The MOU, while preserving the separation of powers between the Legislative and Executive
branches, establishes the support activities, roles, and responsibilities necessary for the AOC to
fully utilize small businesses, identified under the Small Business Act and the SBA’s regulations, to
the maximum extent practicable when awarding small purchase contracts. In addition, the SBA’s
subject matter expertise will be used to strengthen, expand, and foster contracting opportunities for

small businesses.

The MOU is effective for three years and is just one of the AOC’s efforts to encourage small
business participation in its procurement process. This program will be effective beginning October
1, 2009, and we are now training Agency staff on the policy. A Federal Register notice on October
6, 2008, notified the vendor community of this effort, and they were given the opportunity to

provide comments on the draft policy.

Other AOC initiatives include: a Small Business Subcontracting Program for construction contracts

2}

greater than $1 million awarded to large businesses; a Small Business Outreach Program, and a

ge b

a
Small Ruginece eat-neide for nrocuremente hatureen €5 000 and 100 ON0 that ntilizac the flayihilisg
small usmese set-agice Ior procurements petween $o2,U00 and 3100,000 that uhiiizes the Iexioney

of our existing AOC procurement authority.

As I noted last year, in August 2007, we launched our Small Business Subcontracting Program,
requiring large businesses that are awarded construction contracts or task orders exceeding $1
million to submit and adhere to a small business subcontracting plan. This plan includes goals for
the prime contractor for recruiting small businesses as subcontractors, and they meet or exceed the

Small Business Administration’s statutory goals for Federal executive agencies.

The minimum subcontracting goals are:

Small Business: 28%

Small Disadvantaged Business: 8%

Women-owned Small Business: 5%

HUBZone Small Business: 3%

Service-disabled Veteran-owned Small Business: 3%
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These goals meet or exceed the SBA’s statutory goals for Federal Executive Branch agencies.
When contracts are awarded to large businesses under this program, we require each one to submit a

semi-annual progress report detailing how well they are achieving the prescribed goals.

On October 1, our Small Business Set-aside Program also ‘will be fully in effect for our small
purchases between $5,000 and $100,000 when adequate competition exists among small businesses
on such small purchase acquisitions. Within this program we will establish additional sub-goals of

eight percent for small disadvantaged businesses and five percent women-owned businesses.

All policies affecting small businesses will be posted on our Internet site so that the vendor

community is aware of what they can expect when doing business with the AOC.

Under our outreach program we identify small businesses that are éurrently working with the AOC
or are interested in competing for work with the AOC. We also continue to reach out to new
vendors for this information and the data received is used to identify small businesses that can
receive requests for quotations for Agency requirements. Vendors not previously used by the AOC
can submit company literature to our small business office, which is distributed to AOC offices that

have a need for the vendor’s services.

As we continue to expand our current vendor database to include small business information, our
procurement staff continues to communicate business opportunities with diverse audiences through

workshops, business fairs, and small business conferences.

For example, in April 2009, our staff attended the Office of Small and Disadvantaged Business
Utilization’s (OSDBU) annual procurement conference, and we are now networking regularly with
OSDBU directors. Also in April 2008 and 2009, we had the pleasure of participating in your small
business conference, Madam Chair. In June, we participated in the Washington, DC, Metro Expo
2009, Military and Federal Agencies Procurement Conference, in Fort Myer, Virginia.
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In addition, we plan to continue participating in any procurement workshops sponsored by the
Committee on House Administration, as well as attending other relevant conferences and/or
workshops that may be available through other government agencies including the Small Business

Administration.

Madam Chair, the AOC is leading the way in the Legislative Branch in encouraging small
disadvantaged and women-owned businesses to effectively compete for AOC contracts.  Thig

increased competition ensures we receive the best value for taxpayers’ dollars while supporting

employment opportunities and businesses in our community.

America’s small businesses have helped to build this country, and they will continue to provide the
products and services that America needs in the future. We have a vested interest in supporting
small businesses in order to help facilitate competition and to support local communities. We look
forward to our continued work with this Subcommittee and Congress to ensure that our efforts

result in strong small business participation in future AQC contract solicitations.

This concludes my statement. I woulid be happy to answer any questions you may have,
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Smithsonian Institution
Contract Awards to Small and Small Disadvantaged Business
Fiscal Years 2004 - 2008

FY 2006 FY 2007 FY 2008
St Award Dollars § St Award Doitars § 51 Award Dollars ] Government-
Wide Goals
% of St Award § % of St Award | % of S| Award
Doltars Dollars Doliars
Prime Contracts - $203 585 . $198 388 3212.502 . N(A
: ‘ $114,608) $102,818 $88,375 N/A
i i : \ X
Small Business 56.50% 51.89% 42.06% 33.00%
; $7,602 $13,201 $12,880 N/A
Section 8(a) 373% 5.65% 507% 3.00%
. . $31,634} $43,911 $35,234 NIA
i \ 3 \
Small Disadvantage Business TSR 55199 S5 Yo
. $12,822, $27,341 $17,273 N/A
-
\Women-owned Business 5.30% 13.75% 813% 5.00%
. $3,630 $7,258 $11,336 N/A
} 3 f .
HUBZone Small Business TIe5 Yo X oo
Service Disabled Veteran- $1,102 $2,317 $6,033 N/A
owned Small Business 0.54% 1.17% 2.84% 3.00%

Smithsonian Institution:9/9/09
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MEMORANDUM OF UNDERSTANDING
BETWEEN
THE U.S. SMALL BUSINESS ADMINISTRATION AND
THE ARCHITECT OF THE CAPITOL

I.  PURPOSE

The purpose of this Memorandum of Understanding (MOU) between the U, S. Small
Business Administration (SBA) and the Architect of the Capitol (AOC) is to establish the
support activities, roles, and responsibilities of each agency in the implementation of the
use of small business programs at the AOC while preserving the separation of powers.
between the Legislative and Executive branches. Although the Small Business Act, 15
USC §631 et seq. as amended (hereinafer referred to as the “Act”) does not require the
AOC to use small business programs, the AOC has determined that its procurement
authority for small purchases provides the AOC with the discretion to direct small
purchases to small business concerns described in the Act and the SBA’s regulations.
The AOC recognizes that the subject matter expertise for these small business programs
resides in the SBA.

I AUTHOR ND BACKGROUND

With a goal to strengthen, expand and foster contracting opportunities for small business
and provide technical assistance such as size determinations and Certificates of
Competency, SBA enters into this MOU pursuant to section 8(b)(1)(A) of the Act, 15
U.8.C. § 637(b)(1)(A), which enables SBA to cooperate with other Government agencies
to provide technical and other assistance to small businesses, SBA’s specific authority to
provide this assistance to small businesses and Government agencies is also found in .
various sections of the Act including sections 3(a), 8(a), 8(b)(?), 15, 31, and 36.

The AOC is a Legislative branch agency and, as such, is not required to utilize small
business programs in the Act, However, the AOC’s procurement authority at 2 U.S.C.

§ 1821 states that purchases and contracts for supplies or services for the Government
may be made or entered into only after advertising a sufficient time previously for
proposals, except (1) when the amount involved in any one case does not exceed
$100,000. This authority allows the AOC discretion in the type of contractor solicited for
requirements that utilize small purchase procedures (i.., those requirements under
$100,000). The AOC has determined that restricting those procurements to small
businesses is desirable when small businesses have the capability and capacity to perform
and there is adequate competition or other safeguards to ensure a fair and reasonable
price.

SBA does not anticipate there will be any additional costs for extending its technical
assistance programs to AQC, However, should the need arise for AOC to reimburse SBA
for any costs associated with providing such technical assistance, the parties agree to
execute an Interagency Agreement pursuant to the Economy Act, 31 U.S.C. § 1535,
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SCOPE

a.  This MOU establishes the support activities, roles, and responsibilities
necessary for the AOC to utilize small businesses, identified under the Act and the
SBA’s regulations, to the maximum extent practicable when awarding small
purchase contracts. In order to accomplish this, small business set-asides shall be
implemented and other small business programs may be utilized. The SBA’s
subject matter expertise shall be used whenever possible and appropriate and any
alternative procedures developed shall parallel the SBA's procedures to the
maximum extent practicable in order to minimize the inconvenience to the small
business community. The AOC may seek the SBA’s and small business
community’s input on any alternative procedures developed. All existing
procedures or processes adopted by the AOC and any alternative procedures
developed by the AOC shall be published to the small business community ina
commonly used forum, e.g., the Federal Register, and made public on the AOC’s
internet site. There shall be no prohibitions on the SBA that prevent the SBA's
dissemination of information made public by the AOC,

b. Nothing in this MOU shall be construed as the establishment of a priority
of any small business program over other small business program(s). The AOC
has sole authority to determine which, if any, small business program is utilized
for a specific procurement that utilizes small purchase procedures. The AOC
reserves the right to use any small business program without regard to the
priorities established for the Executive Branch, unless otherwise required by law.

¢, The penalties for misrepresentation of size status are contained in the Act
and enforcement action is at the discretion of the SBA.

d.  The AQC is not subject to the Equal Access to Justice Act and nothing in
this MOU shall alter this.

¢.  Nothing in this MOU shall create any right or benefit, substantive or
procedural, enforceable by law against the United States or its agencies, officers,
employees, or other person.

V.  RESPONSIBILITIES

a, The SBA: -

1. Shall provide subject matter expertise and definitive action in all
areas concerning size determinations, including appeals to the SBA's
Office of Hearings and Appeals and selection of a North American
Industry Classification System (NAICS) code or appeals of the NAICS
code selected by the AOC contracting officer;
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2, Shall determine the ¢ligibility of concerns to participate in small
business programs, including but not limited to, size protests and protests
involving status in SBA programs;

3. Shall provide individual nonmanufacturer ruie waivers in
accordance with 13 CFR 121.1203;

4, May provide for the AOC’s award of 8(a) contracts if the 8(a)
program is implemented for small purchases within the AOC;

5.  May prov?ide search letters and capability statements of 8(a) firms
to the AOC, if desired;

6. Shall have the authority to reject a business opportunity for an 8(a)
program participant in the event that the procurement is not consistent
with the participant’s business plan;

7.  Shall review and determine the responsibility of small businesses
referred under Section 8(b)(7) of the Small Business Act, (the Certificates
of Competency Program) for small businesses referred to the SBA after an
AOC contracting officer has determined the small business to be
nonresponsible for the award of a specific contract;

8. Shall not require subcontracting reports from AOC’s Large
‘Business Prime Contractors; and

9. Provide information to its District Offices regardmg this MOU and
cooperation with the AOC,

The AQC:

1. Shall utilize SBA’s class waivers of the nonmanufacturer rule
whenever possible and necessary and accept the SBA’s decision on
individual nonmanufacturer rule waivers;

2. Shall, if determining that a small business is nonresponsible, refer
the small business to the SBA for a Certificate of Competency;

3. Shall utilize the appropriate North American Industry Classification
System (NAICS) code and the SBA size standard that best reflects the
supplies or services being procured;

4, Shall abide by an SBA protest determination in reference to small
business size and eligibility issues and not award a purchase order or
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contract to a concern if the SBA determines the concern ineligible for the
preference program utilized in the procurement;

5. Shall provide to the SBA any information on 8(a) contract actions,
including modifications, necessary for the SBA’s administration of the.
8(a) program, when the program is utilized;

6.  Shall accept the SBA's rejection of an 8(a) program award when
the award is inconsistent with the 8(a) participant’s business plan;

7. Shall not use formal source selection procedures (Federal
Acquisition Regulation Part 15) in small purchases in conjunction with the
8(a) program; »

8. Shall not seek repurchase costs or other damages, unless required
by law, on 8(a) contract awards;

9.~ Shall provide for a referral to SBA for all Certificate of
Competency issues;

10.  Shall, when utilizing small business programs with dollar .
limitations or thresholds established in 13 CFR Subparts 121, 124, 125,
126, and 127, comply with those limitations or thresholds 1o the extent that
they are compatible with the AOC’s threshold for small purchase
limitation and competitive thresholds established by the SBA for the 8(a)
program;

11, Shall, if not suspending procurement afler protest of a small
business issue, notify the SBA of this decision prior to award of the order
or contract;

12,  Shall comply with any percentages of work to be performed by the
prime contractor as established by the SBA;

13, Shall, in each requirement using small purchase procedures that
require a written Request for Quotation (RFQ) whether or not required to
be advertised, include an NAICS code and corresponding small business
size standard in the RFQ.

14, Shall, upon the SBA’s or vendor’s request, provide a NAICS code
and associated small business size standard, for those requirements that do
niof require a written RFQ; and

15.  Shall develop an internal and independent review and approval
process for requirements which do not propose the use of small business
concemn(s).
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V. 8 WARDS

a.  Ifusing the 8(a) program, the AOC shall comply to the maximum extent
practicable with the offering requirements of 13 CFR 124.502. However, due to
lack of historical data on the types of contractors to which awards have been
made, it may not be possible to identify the businesscs as either large business or
small business that have performed the requirement previously. .

b.  Following the SBA’s acceptance of an AOC requirement, the contracting
officer shall exccute the requirement on the OF 347, SF 1442, or other form, as
appropriate, The “Issued By” block shall identify the AOC, The cognizant SBA
District Office for the participant shall be identified in the award document, The
participant name and address shall be listed as the contractor. AOC procurement
instrument numbers shall be used (an SBA subcontract number shall not be
issued). A single AOC contracting officer signature may be used in executing the
contract action.

VL. TERM
This MOU is effective on the date of signature of the last party to sign and shall remain in

effect for 3 years unless otherwise terminated by either the SBA or AQC. This MOU
may be renewed in subsequent 3 year intervals upon signature of both agencies,

VII.  AMENDMENT
This MOU may be amended at any time by mutual written consent of SBA and AOC.
VI TERMINATION

This MOU may be terminated by either the SBA or AOC upon thirty (30) calendar days
written notice to the other Agency.
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IX. ADMINISTRATION

‘The following persons arc points of contact for administrative matters pertaining to this
Mou:

. J,f/ ) o
Gar\ Bénca
Deputy Director
Procurcment Division Strategic Alliance
Architect of the Capitol U. 8, Small Business Administration
202-226-9358 202-205-7180
gvenca@anc.gov Mine. Wales@sba.gov

Lisa K. Russell

athes A. Gmn‘?{trdclla

Small Business Coordinator } Dircctor.

Architect of the Capitol Office of Government Contracting

202-226-1407 U, 8. Small Business Administration
202-205-7341

Iusssellidnoe.coy james.gambardelia@sba.gov

X, ACCEPTANCE

The undersigned parties hereby aceept the terms of this MOU:

/%&%mﬂli I A S/d/df

Stéphen T, Ayers, AIA, w AP (date aren G. Mills (date)

Acting Architect of the Qapi Administrator
U. 8. Small Business Administration
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Good afternoon. Chair Holmes Norton, Ranking Member Diaz-Balart, and
Members of the Subcommittee, my name is Catherine Giordano. Iam the CEO of
Knowledge Information Solutions, located in Virginia Beach, Virginia, a value added
network integrator with a full range of products and services to create, manage and secure
networks. We are an 8(a), woman- owned firm. I am appearing today on behalf of
Women Impacting Public Policy (WIPP), a national bi-partisan public policy
organization representing well over a half million women and minorities in business
including 49 associations that partner with us. Thank you for holding this hearing and for
inviting me to testify.

Let me first mention that I had the opportunity to testify on this very same topic in

aic on these small business contructing

1 2008 and | am pleased io give you an g

Pro—,
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Wited DusSiBnesses and WIFT ineimbeis.

The most pressing issue for women-owned businesses in the procurement arena
is the failure of SBA to implement a women’s procurement program. As this
Subcommittee knows, Public Law 106-554, which was passed in 2000, established a
women’s procurement program because federal agencies w&e not meeting their 5%
woman-owned contracting goal. In fact, the government has never met its 5%
contracting goal for women set by Congress. To date, the highest number it has ever
achieved is 3.4%.

For seven long years, the women's procurement program suffered from inaction.
In 2007 and 2008, the SBA proposed a program that was unacceptable o the women’s
business community and frankly, was considered an insult by women business owners.

WIPP believes that the practical effect of this proposed rule, as it was structured, would

have prevented any contracts to be successfully set aside under this program. There were

2
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two major flaws in the proposed program. One, the SBA chose the narrowest method of
data analysis by the RAND Corporation and identified only four NAICS codes that
would be subject to restricted competition: cabinetmaking, engraving, other motor-
vehicle dealers, and national security and international affairs.

Two, an agency was required to perform an internal audit of its past contracting
actions to show that it is rectifying past discriminatory contracting practices before any
contract could have qualified for a set aside. By requiring this additional finding of past
discriminatory practices by an agency, we believe the 2007 proposed rule would have set
forth a new legal standard which would have been damaging not only to this program but
potentially every women business enterprise (WBE) program in the country.

Thankfully, with the influence of many Members of the House and Senate,
including the Chair of this Subcommittee, the SBA proposed program was not
implemented.

But we have reason to be much more optimistic this year than in the past with
respect to implementation of a strong women’s procurement program. This SBA, led by
Administrator Karen Mills, is now working to propose a new program and a simultaneous
withdrawal of the progrém proposed by the last Administration. The SBA hopes to have
a program in place by the end of the year which would give women-owned businesses a
real chance to compete for stimulus dollars. We have urged the SBA to take another look
at the RAND Corporation disparity study and éxpand the eligible industries to more than
the narrow definition proposed in the past. In fact, the RAND Corporation study suggests
that up to 87% of the industry categories could be eligible for the program if the SBA
chose to use this interpretation. WIPP is working closely with the SBA to ensure that the
women's procurement program will serve to assist the federal government in finally

meeting its women-owned goals.
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‘T'he federal government’s ability to meet small business goals is making progress,
however, it is far from impressive. The FY 2008 numbers show that the percentage for
contracting to small businesses droppe(i 10 21.50%. The women-owned goal number has
remained the same at 3.4%. However, it should be noted that there was an increase in
agencies that bave met their women-owned goal. In FY 2006, only ten major agencies
met the women-owned contracting goal. That number increased to fourteen agencies in
FY 2008.

While the overall percentage of contracts dropped, more individual agencies are
meeting their small business goals. The last time I testified in March 2008, the FY 2006
federal contracting numbers showed that only 7 of 24 federal agencies met the 23 percent

small business goal, according to the SBA. The updated numbers for FY 2008 show an

T wish T had good news with respect to other contracting issiies that T mentioned
previously- subcontracting and bundling. But the challenges in these two areas continue
to plague the small business community. WIPP continues to believe that “if you list us,
use us” is an important principle in subcontracting. Small businesses spend thousands of
dollars in staff resources to be a part of the subcontracting plan on a prime contractor’s
bid. We believe prime contractors should utilize the small businesses they include in
their subcontracting plans unless the small business could no longer meet the
requirements. There sh;)uld be penalties assessed for violating the subcontracting plans.
With respect to contraﬁ bundling, to our knowledge there have been no new studies since
the OMB 2002 report. I will just cite one statistic- for every $100 awarded on a bundled
contract, there is a $33 decrease to small businesses.

A new concern for small businesses is the policy of the new Administration to

decrease outside contracting and convert those contracts to government in-house
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resources. This is known as in-sourcing. While we certainly understand the policy as it
relates to the practice of awarding large sole souree contracts to major corporations, the
unintended consequence for small business contractors is that they are losing
opportunities on the subcontracting front and losing their employees to the government.
It seems to us that the only way small business contractors will survive is for the federal
government to make a much deeper commitment to contracting directly with small
businesses. We certainly do not believe the Administration intended government
agencies to poach small business employees who are working at their sites but we worry
about the consequences of this policy to small businesses. WIPP urges this Committee to
take a closer look at this issue.

In conclusion, it is not impossible for small, women-owned businesses to be
successful in federal contracting. But our success does not rest solely on the quality of
our products and services — federal acquisition policy largely dictates if and when we will
be successful. The Congress and the federal agencies must work together to ensure that
the policies they enact and the paperwork they create do not shut out the ability of

women-owned businesses to succeed in the federal marketplace.
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Federal Emergency Management Agency hearing requests for further information:

Committee: House Transportation and Infrastructure Committee, Subcommittee on Economic
Development, Public Buildings, and Emergency Management

Hearing Title: "Doing Business with the Government: The Record and Goals for Small, Minority
and Disadvantaged Businesses”

Date: September 17, 2009

Witness: Jacob "Jake" Hansen, Department of Homeland Security, Federal Emergency
Management Agency, Director, Acquisition Management Division

Within 30 days: Provide to the subcommittee the percentage of contracts awarded in the
National Capitol Region, by state and the district, to small, disadvantaged, and minority
businesses. Break this down by category. Provide names of contractors. Provide all of this
information for the calendar year up to September 17, 2009.

The Homeland Security Act of 2002 references the National Capital Region as defined by
Title 10, United States Code, Section 2674 (£)(2) which provides the following definition:

The term "National Capital Region” means the geographic area located within the
boundaries of

A. The District of Columbia

B. Montgomery and Prince Georges Counties in the State of Maryland

C. Arlington, Fairfax, Loudoun, and Prince William Counties and the City of
Alexandria in the Commonwealth of Virginia

D. All cities and other units of government within the geographic areas of
such District, Counties, and City

A summary of awards to Small, Small Disadvantaged (SDB), and Minority Businesses is
below. This is based on FPDS data as of 05-October-2009 and reflects award actions
from 1/1/09 — 10/05/09. We would note that the categories cited are not mutually
exclusive, e.g., some SDB’s are not minority-owned. The percentages calculated are
against all FEMA awards in the time period. All data include total dollars obligated,
including contract modifications.

Small Business | Small Disadvantaged | Minority Owned

NCR-DC $ 22612548 | § 29,549,428 $ 29,551,589
NCR-MD $ 37,496,578 | $ 20,840,461 $ 17,625,574
NCR-VA $113,263,524 | $ 44,776,700 $ 42416,452
$173,372649 | $ 95,166,589 $ 89,593,615

18.6% 10.2% 9.6%
TOTAL $$ (All FEMA) $932,698,578 $932,698,578 $932,698,578

The chart shows a summary of awards made to contractors with an awardee address in
the respective state [or DC] and where the Place of Performance County was included in
the definition of National Capital region. Details by jurisdiction, including contractor
name, are in the attached spreadsheet.
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The chart on the following page summarizes awards by jurisdiction, for Large and Small
Businesses.
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Within 30 days: Describe how FEMA uses the GSA schedule and what kind of categories from
the schedule does FEMA use?

In FY 2009 FEMA obligated $300,779,457 on GSA Schedule contracts. The top five (5)
types of goods and services purchased through GSA Schedules is listed in the chart below
by PSC Codes.

% of Total
PSC | PSC Description Dollars ($) GSA$
R SUPPORT 8VCS (PROF, ADMIN, MGMT) $ 185,496,661 61.67%
70 | ADP EQPT/SOFTWARE/SUPPLIES AND EQPT $ 22158,803 7.37%
D ADP AND TELECOMMUNICATIONS $ 22,086,925 7.34%
S UTILITIES AND HOUSEKEEPING $ 14,263,838 4.74%
A RESEARCH AND DEVELOPMENT $ 8645543 2.87%

Within 30 days: Provide the number of competitive 8(a) acquisitions per quarter?

FY08Q1 | FY09Q2 | FY09Q3 FY09Q4 | TOTAL

8(a) Competitive Award Actions* 4 8 14 21 47

TOTAL Award Actions* 1,923 2,367 2,559 3,285 10,134

*based on total activities (awards, modifications)

Within 30 days: Describe how the local business transition teams are working, provide specific
numbers.

The Industry Liaison (IL) Program is one point of entry for vendors seeking to do
business with FEMA. To accomplish its mission, the IL program provides services that
assists vendors seeking to do business with FEMA during disaster related or non-disaster
related periods: market research, coordination of vendor presentation meetings to
program offices, deployment of IL. program’s Local Business Transition Team (LBTT) in
large scale disasters, industry days coordination, and assisting in responding to
congressional inquiries/requests concerning businesses desiring to do business with
FEMA.

When deployed, the LBTT assists in and facilitates the transition of FEMA pre-
positioned contracts and the award of related procurements to local businesses impacted
by a disaster. This effort not only supports compliance with the Stafford Act, section 307,
but also encourages a proactive approach to rebuilding of the economy by directing
disaster response dollars to local businesses.

During disasters, IL program provides critical services to FEMA’s acquisition staff,
whether or not an LBTT is deployed. These disaster-related services include market
research assistance, access to our new web-based market research tool, the Supplier
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Locator, which provides direct access to local business information from one of the
nation’s leading business data provider.

As of September 2009 there were 1,362 vendors that participated in our market research
effort. There were 776 vendors related to the Hurricane Ike disaster, 152 for disasters
other than Ike, and 434 vendors interested in providing services/products not related to a
disaster effort. Contact with these 1,362 vendors has resulted in a total of 6,535
transactions (emails, voicemails, phone calls, etc.). Of special note, during Hurricane Tke
an LBTT deployed to Texas trained over 919 local vendors throughout the disaster
impacted area within a 3 month period. .

Within 30 days: Provide to the subcommittee what FEMA’s record is thus far in providing
awards to small businesses under the $210 million fire grants stimulus money?

Under the American Recovery and Reinvestment Act (ARRA, PL 111-5), $210,000,000
was provided to support the Assistance to Firefighters Fire Station Construction Grant
(SCG) Program to support the upgrading or constructing of non-Federal fire stations.
Based on statutory language in PL 111-5, eligible applicants under the ARRA SCG, are
limited to officially chartered state or local, tribal non-Federal fire departments. On
September 23, 2009 FEMA awarded $165,688.982 to fund 104 ARRA SCG projects. The
remaining funds will be awarded during the first quarter of 2010. FEMA will follow the
applicable reporting requirements including those in ARRA and the Federal Funding
Accountability and Transparency Act of 2006 (Public Law 109-282). According to the
reporting requirements outlined in Section 1512 of the ARRA, grantees are not required
to specify whether certified small businesses (or any subcontractors) are sub-recipients of
ARRA SCG funds. Therefore FEMA is not able to provide the Subcommittee with the
requested information concerning SCG awards.

Hi#
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Question#: | 1

Topic:

contracts

Hearing:

Doing Business with the Government: The Record and Goals for Small, Minority and
Disadvantaged Businesses

Primary:

The Honorable Eleanor Holmes Norton

Committee:

TRANSPORTATION (HOUSE)

Submitted by FEMA - Department of Homeland Security’

Question: Within 30 days, please report to the Subcommittee FEMA’s record in small
business contracts.

Response: The following charts indicate small business awards for the period FY 2005
through September 28, 2009.

Category

FY05

FY06

FY07

FY08

FY09

Total
Small
Business
Eligible
Dollars

$4,957,480,082

$7,060,422,967

$1,531,937,667

$1,842,936,238

$1,500,159,693

Small
Business

88

$2,143,528,133

$1,973,945,657

$444,311,040

$495,339,000

$432,739,975

Small
Business
%

43.24%

27.96%

29.00%

26.88%

28.85%

SDB
[Non-8(a)]
$

$95,603,982

$212,343,735

$138,896,981

$118,416,090

$81,542,496

SDB
[Non-8(a)]
%

1.93%

3.01%

9.07%

6.43%

5.44%

8(a)
Procedure
S

$17,439,721

$417,023,048

$72,095,752

$67,435,365

$52,221,835

8(a)
Procedure
%

0.35%

5.91%

4.71%

3.66%

3.48%

SDVO
Small
Business §

$13,301,151

$128,614,549

$26,001,896

$35,999,306

$32,213,343

SDVO

0.27%

1.82%

1.70%

1.95%

2.15%




Question#:

1

Topic:

confracts

Hearing:

Doing Business with the Government: The Record and Goals for Small, Minority and
Disadvantaged Businesses

Primary:

The Honorable Eleanor Holmes Norton

Committee:

TRANSPORTATION (HOUSE)

Small
Business
%

Women
Owned
Small
Business §

$142,040,988

$400,453,304

$67,003,577

$80,654,970

$91,672,863

Women
Owned
Small
Business
%

2.87%

5.67%

4.37%

4.38%

6.11%

Certified
HUBZone
Small
Business $

$35,054,643

$263,524,992

$93,385,513

$58,834,762

$8,462,775

Certified
HUBZone
Smalil
Business
Yo

0.71%

3.73%

6.10%

3.19%

0.56%
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Question#: | 1
Topic: | contracts
Hearing: | Doing Business with the Government: The Record and Goals for Small, Minority and
Disadvantaged Businesses
Primary: | The Honorable Eleanor Holmes Norton
Committee: | TRANSPORTATION (HOUSE)
%-age Awards to Small Business
50.0% -
45 0%
40.0%
35.0%
30.0%
25.0%
20.0%
15.0%
10.0% i
5.0% .
0.0% - | e i

Small Business SDB{Non-8{a}} 8{a) Procedure SOVO Small Women Owned Certified HUBZone

Business Smali Business Small Business
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Question#: | 2
Topic: | schedules
Hearing: | Doing Business with the Government: The Record and Goals for Small, Minority and
Disadvantaged Businesses
Primary: | The Honorable Eleanor Holmes Norton
Committee: | TRANSPORTATION (HOUSE)

Question: Can you please explain FEMA’s use of GSA’s schedules for efforts in the
aftermath of Hurricanes Katrina, Rita, Tke and Gustav? Please provide empirical numbers

Response: The following table indicates the total value of awards using GSA schedules
in the response and recovery efforts of Hurricanes Katrina, Rita, Ike, and Gustav.
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Question#: | 2
Topic: | schedules
Hearing: | Doing Business with the Government: The Record and Goals for Small, Minority and
Disadvantaged Businesses
Primary: | The Honorable Eleanor Holmes Norton
Committee: | TRANSPORTATION (HOUSE)
FY05 FY66 Fyo7 FYos FY09
% of % of % of % of % of

3 Total $ Total 3 Total $ Total $ Total
Total
Awarded
Through | $178,253,533 - $360,238,463 - $286,888,034 - $360,346,338 - $241,576,544 -
GSA
Katrina
gusl':;“led $61,433,237 | 34.46% | $178,470,388 | 49.54% | $113,515,449 | 39.57% | $42,318,644 | 11.74% $1,893,210 § 0.78%
Purchases
Rita
gusrfed $123,806 | 0.07% | $28,904,389 | 8.02% $1,326,385 | 0.46% $1,151,996 | 0.32% $127,958 | 0.05%
Purchases
Tke
Funded 0 o, o, o o o,
GSA S 0.00% §0 1 0.00% $0 | 0.00% $10,863,202 | 3.01% $5,594,518 | 2.32%
Purchases
Gustav
Funded $0 | 0.00% $0 | 0.00% $0 | 0.00% | $25485.477 | 7.07% $953,054 | 0.399
GSA .00% .00% .00% 485,477 | 7.07% X .39%
Purchases
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Question#: | 3

Topic: | ARRA

Hearing: | Doing Business with the Government: The Record and Goals for Smali, Minority and
Disadvantaged Businesses

Primary: | The Honorable Eleanor Holmes Norton

Committee: | TRANSPORTATION (HOUSE)

Question: How have fire grants made available under ARRA been used by the local
jurisdictions and is there a requirement or guidance for grant recipients to utilize small
business.

Response: The grants made available under the American Recovery and Reinvestment
Act (ARRA) have been for the purposes of fire station construction and renovation. As
such, the grants are a new type of grant for the Assistance to Firefighters Grants (AFG).
The new program has been stood up, and awards were announced on September 23,
2009. Use of the funds will happen over the two to three year periods of performance for
the grants, and as indicated, they will be used for fire station construction and renovation.
Funding priorities were recommended by advocacy groups of the fire service, and they
center on projects that are ready to be begun (so-called “shovel-ready”); improvements to
response capability and improvements to firefighter safety. All procurement transactions
shall be conducted in a manner that provides, to the maximum extent practical, open and
free competition. Grantees are expected to promote competition and ensure advantageous
pricing by soliciting bids from multiple vendors. Purchases shall be made from the
vendor whose bid is responsive to the solicitation and is most advantageous to the grantee
when price, quality, and other factors are considered. Grantees may use their own
procurement procedures, which reflect applicable State and local laws and regulations,
provided the procurements conform to applicable Federal laws and standards. Grantees
who fail to adhere to their own procurement policy or otherwise fail to fully “compete”
any purchase involving Federal funds, may find their expenditures questioned and
subsequently disallowed.
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Questiont#: | 4
Topic: | percentage
Hearing: | Doing Business with the Government: The Record and Goals for Small, Minority and
Disadvantaged Businesses
Primary: | The Honorable Eleanor Holmes Norton
Committee: | TRANSPORTATION (HOUSE)

Question: Within 60 days please provide what percentage of FEMA contracts, in dollar
amounts, are awarded to small businesses through the GSA schedule by FY for the last

five years

Response: The following chart summarizes for each FY from 2005 through 2009 the
total value of contract awards made through GSA schedule contracts, the total value of
contract awards to small businesses holding GSA schedule contracts, and the percentage
of small business awards to the total awards through GSA schedule contracts.

FY05 FY06 FY07 FY08 FY09
Total Dollars
Awarded Through
GSA Schedules $178,253,533 | $360,238,463 | $286,888,034 | $360,346,338 | $241,576,544
Dollars Awarded to
Small Businesses $ $
Through GSA 46,926,967 | $137,655,848 | $118,793,706 | $157,228,730 | 93,588,366
Schedules
% of GSA Schedule
Dollars Awarded to 26.33% 38.21% 4141% 43.63% 38.74%
Smail Businesses
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Statement of Roger Mosier
Vice President, Facilities
The John F. Kennedy Center for the Performing Arts
2700 F Street, N.W. Washington, D.C. 20007
(202) 416-8000

Before the House Committee on Transportation and Infrastructure
Subcommittee on Economic Development, Public Buildings
and Emergency Management
September 17, 2009

Good afternoon, Madame Chairwoman, my name is Roger Mosier and 1 serve as
Vice President of Facilities at the John F. Kennedy Center for the Performing Arts.

For the benefit of all subcommittee members, I would like to take a minute to
describe briefly the breadth of the Center’s activities. The Kennedy Center is unique in
that it serves the dual purpose of being the national cultural center and the memorial to
President John F. Kennedy. Each year, the Kennedy Center reaches over two million
people with more than 2,000 performances in all performing arts disciplines. Every
season, our focus is on developing programming that achieves national and international
acclaim as is befitting our role as the national cultural center.

The Center is committed to making arts accessible to everyone and presents free
performances every day of the year on its Millennium Stage. These performances are
available free to everyone via live Internet broadcasts. The Kennedy Center is also
committed to arts education and has created one of the most extensive arts education
programs in the world spending $125 million over five years on this effort and serving 11
million people nationwide,

The Center’s extensive programming is supported by a mix of private
contributions, government grants, and earned income from ticket sales, parking fees and
food service. As a presidential memorial, however, the Center receives an annual federal
appropriation of approximately $35 million for the operation, maintenance, and capital
repair of the building, consisting of 1.5 million square feet of useable floor space on 17
acres of land.

We appreciate the committee’s interest in the promotion of small businesses and |
hereby provide you with an overview of the Center’s efforts to promote the use of small,
minority and disadvantaged businesses in its contracting processes. In Fiscal Year 2009,
the Center received direct federal funding of $21.3 million for the operations and
maintenance of the presidential monument and $15.1 million for capital repair. While
our contracting activities are quite small in comparison to the agencies appearing with me
this morning, the Center is committed to awarding a fair portion of its Government
purchases to small, minority and disadvantaged business enterprises.
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The Center continually looks for opportunities to offer contracts to small
businesses. Given the Center’s relatively small budget, the opportunities for such awards
are limited; however, each contracting action is evaluated as to its suitability for a small,
minority and disadvantaged business opportunity. In general, the Center’s Chief of
Contracting serves as our small business advocate; in addition, project managers and
other Contracting Officer’s Representatives are also advocates for this program due to
our track record of successful work with small businesses.

Many basic services and minor repair contracts are awarded to small businesses,
including minority-owned disadvantaged businesses. These contracts range in size from
$3,000 for sign language interpretation for Federal employees to approximately $2
million for housekeeping services. On an ongoing basis, the Center utilizes small
businesses for services such as elevator maintenance and inspection, asbestos abatement,
indoor air quality monitoring, artwork and textile maintenance, pipe organ maintenance,
emergency generator maintenance, fire pump maintenance, and various mechanical and
electrical equipment inspection, repair, and maintenance services. Additionally, supplies
such as carpet, air filters, paint, light bulbs, and plumbing pipe and fittings are regularly
purchased from small businesses.

For construction projects, from capital projects to major maintenance, the Center
utilizes small businesses for both consulting and contracted services. In the realm of
professional services, the Center has contracted with small businesses for architectural
and engineering services, cost estimating, and construction scheduling review.

For general construction work, the Center has awarded a number of contracts to
small businesses, ranging in size from $20,000 to $4.9 million. These have included
recently completed work to upgrade life safety systems on the Center’s Roof Terrace
level and a project to paint the exterior columns of the facility. Both of these projects
were completed within budget and on schedule. This summer, the Center awarded a
construction contract of $4.9 million to a small business for the renovation of Concert
Hall support spaces, including practice rooms, rehearsal rooms, lockers, and offices. This
project is one of the largest capital projects currently in progress at the Center. Most
recently, the Center awarded approximately $1.8 million in miscellaneous life safety
work to a small business for construction work beginning in the fall of 2009.

The Center also has established open contracts with small disadvantaged general
contracting businesses participating in the 8(a) program. These contracts are utilized for
minor repair and significant maintenance projects that typically cost less than $250,000.
The Center has worked with 8(a) firms for many years, and currently has four 8(a) firms
under Indefinite Delivery Indefinite Quantity contracts. This summer, 8(a) firms
refurbished the Center’s coat check room, renovated the African Room, and repainted a
significant portion of the Concert Hall ceiling.

The Center has achieved success in working within the 8(a) program by actively
pursuing opportunities to promote the use of small, minority and disadvantaged
businesses, including meetings with a marketing firm representing 8(a) firms. This
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allows us to remain current on the breadth of companies participating in the program and
their capabilities.

Based on the size and scope of the contract to be awarded, the contracting office
will avail itself of the option to go directly to the Small Business Administration for a set
aside or may limit competition to only small, minority and disadvantaged businesses.
This method proved successful in the award of our housekeeping contract, which is in the
final year of a multi-year contract. A new small business procurement for the next
housekeeping contract is currently ongoing.

While not every contract can be awarded utilizing these small business vehicles,
many of the capital projects outlined in the Center’s five-year comprehensive building
plan are of a size and complexity that fit with the services we obtain through our small
business relationships. The Center’s capital plan includes a number of relatively smaller
infrastructure projects that the Center has been able to award to small businesses.

In summary, our experiences with small, minority and disadvantaged businesses
have proven to deliver a successful outcome in a variety of areas, including services,
supplies, consulting, and construction. As a result, we are proactive in seeking out
opportunities for the appropriate award of small business contracts.

We appreciate the subcommittee’s interest in this program and for including the
Kennedy Center in this discussion this morning. Thank you.
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Good afternoon, thank you for the opportunity to appear before you today to
discuss doing business with the government, and the General Services
Administration’s (GSA’s) record and goals for Small, Minority and Disadvantaged
Businesses. | am Tamela Riggs, Deputy Assistant Commissioner for the Public
Buildings Service, Office of Acquisition Management at GSA. 1t is my pleasure fo
be here today.

As the premier acquisition agency of the Federal Government, GSA’s mission is
to help Federal agencies better serve the public by offering, at best value,
superior workplaces, expert solutions, acquisition services, and management
policies.

GSA’s focus on small business staris with our agency leaders who recognize the
importance of small businesses’ ability to get the work of the agency completed.
We know that small businesses are the engine of our national economy and that
they bring new and innovative solutions to Government challenges. A successful
and strong small business community is integral to job creation, community
empowerment and economic revitalization.

Our agency works hard to improve small business access to our procurement
programs. GSA has continually increased its efforts to purchase products and
services from small businesses, which has led to not only meeting our small
business goals, but exceeding them.

At GSA, in FY 2008, over $1.8 billion, or 38.75 percent of all prime contract
procurement dollars, went to small businesses. That impressive result is higher
than the goal set by the Small Business Administration (SBA) and an increase of
13 percent over the FY 2007 ievel of $1.6 billion. We are proud that we have
surpassed both the SBA goal and all of the socio-economic goals for federal
agencies in FY 2008.

GSA is comprised of two services: the Federal Acquisition Service (FAS) and the
Public Buildings Service (PBS). FAS creates procurement vehicles that cover
more than four million commercial products and services, while PBS procures
services related to Real Estate, Design and Construction, Disposal,
Environmental and Operation and Maintenance. GSA’s Office of Small Business
Utilization (OSBU) provides resources for obtaining contract information relating
to small businesses.

PBY’ largest contracting areas are repair and alteration of buildings; construction
of buildings; and operations and maintenance. in FY 08, of the more than $2.4
billion eligible in these areas, $1.2 billion, or 50%, was awarded to small
businesses.

We are proud that we were able to exceed our goals in 2008, and look forward to
continued significant small business awards. However, we recognize that the
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large influx of funding for recovery projects, while increasing the overall amount
PBS is able to award to small businesses, may negatively impact our percentage
goals. Many of our projects funded by the American Recovery and Reinvestment
Act, by nature of their size, complexity, and expedited delivery requirements, are
likely to be won by large businesses. Therefore, GSA has significantly increased
its small business outreach and education efforts, to heighten the small business
community's awareness of Recovery Act contracting opportunities.

GSA remains committed o negotiating aggressive small business subcontracting
plans with prime contractors. We are now publicizing prime contractor contact
information online at gsa.gov, and hosting partnering events that provide
opportunities for small businesses to present qualifications and form relationships
with prime contractors. To further our achievements in subcontracting, GSA
recently launched our Mentor-Protégé Program. This program is designed to
encourage and motivate GSA prime contractors to assist all categories of small
businesses and enhance the small businesses’ performance capabilities.

GSA’s support for small business doesn't end with our direct GSA contracting.
GSA has a strong record of helping other Federal agencies achieve small
business contracting through the FAS Multiple Award Schedules Program (MAS
Program) and Government-wide Acquisition Contracts (GWACs).

The MAS Program provides ordering activities with a simplified procurement
process whereby GSA establishes contracts with firms for commercial products
and services. This Program offers agencies a broad range of products and
services from private sector vendors and suppliers at fair and reasonable prices
that have been pre-negotiated by GSA.

The MAS program offers small businesses an expansive avenue of potential
work with other Federal, State and Local Governments, international bodies, and
the Legislative and Judicial branches. | am happy to report that 80 percent of the
companies which hold GSA Schedule contracts are small businesses. In FY
2008, through the Schedules Program, Federal agencies awarded over $13
billion in schedule orders to small businesses, which is approximately 36% of the
total dollars spent through the program.

The ordering procedures applicable fo the Schedules Program encourage
ordering activities to consider and, where applicable, give preference to small
businesses. The e-Tools available to customers promote increased access 1o
the small business community by allowing customers to search the various socio-
economic categories. Contracting officers may make socioeconomic status a
primary evaluation factor when making a best value determination.

In addition to the Schedules program, GSA offers a range of small businiess
acquisition vehicles and solutions through our Small Business GWAC Center for
information technology (IT) services and IT service-based solutions.
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GSA has many resources available to help small businesses and provide them
with useful information. Business activities are supported by program experts at
GSA Headgquarters, through OSBU, centers in 11 regional offices, and by small
business technical advisors in our procurement offices. Our small business
website (www.gsa.gov/sbu) provides links to a variety of resources and small
business publications.

Madam Chairwoman, our agency is strong, innovative and determined to find
new and promising ways to ensure our small business communities continue to
partner and excel when working with us. | thank you for the opportunity to
appear before youtoday. | will be happy to answer any questions you and other
members of the Committee may have.
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Questions for the Record-

Attached are answers from the questions for the record from the hearing held before the
Subcommittee on Economic Development, Public Buildings, and Emergency
Management on September 17, 2009, regarding the use of small business contracts with
Federal agencies and organizations. Tami Riggs was the GSA witness. On September 17,
2009, testimony was presented to the Subcommittee on Economic Development, Public
Buildings and Emergency Management regarding the use small business contracts with
Federal agencies and organizations. The following is a list of questions that Chairwoman
Norton would like answered for the record.

1) Please lay out the criteria for what constitutes a small, disadvantaged,
8(a) firm.

The regulatory definition of a "small business concern”, as illustrated at 13 C.F.R.
sec. 121.105, states: "Except for small agricultural cooperatives, a business

concern eligible for assistance from SBA as a small business is a business entity
organized for profit, with a place of business located in the United States, and which
operates primarily within the United States or which makes a significant
contribution to the U.S. economy through payment of taxes or use of American
products, materials, or labor.”

Small Business: (See 13 CFR Part 121)

o The small business determination is in accordance with the SBA size
standards.

o The SBA establishes small business size standards on an industry-by-
industry basis.

o Small business size standards are applied by classifying the product or
service being acquired in the industry whose definition, as found in the
North American Industry Classification System (NAICS) Manual
(available via the Internet at
bttp:/fwww.census.gov/eped/www/naics.html), best describes the principal
nature of the product or service being acquired; identifying the size
standard SBA established for that industry; and specifying the NAICS
code and size standard in the solicitation so that offerors can appropriately
represent themselves as small or large.

Small Disadvantaged Business: (See 13 CFR Part 124)

o A small disadvantaged business (SDB) is a concern:
Which qualifies as small under 13 CFR 121 for the size standard
corresponding to the applicable four digit Standard Industrial
Classification (SIC) code.



100

o For purposes of SDB certification, the applicable SIC code is
that which relates to the primary business activity of the
concern;

¢ For purposes related to a specific Federal Government contract,
the applicable SIC code is that assigned by the contracting
officer to the procurement at issue;

e  Which is at least 51 percent unconditionally owned by one or
more socially and economically disadvantaged individuals as
set forth in Sec. 124.105; and

¢ Except for tribes, ANCs, NHOs, and CDCs, whose
management and daily business operations are controlled by
one or more socially and economically disadvantaged
individuals. For the requirements relating to tribes and ANCs,
NHOs, or CDCs, see 13 CFR124.109, 124.110, and 124.111,
respectively.

Socially Disadvantaged: (See 13 CFR 124.103)

Socially disadvantaged individuals are those who have been subjected to
racial or ethnic prejudice or cultural bias within American society
because of their identities as members of groups and without regard to
their individual qualities. The social disadvantage must stem from
circumstances beyond their control.

Members of designated groups. (1) There is a rebuttable presumption
that the following individuals are socially disadvantaged: Black
Americans; Hispanic Americans; Native Americans (American Indians,
Eskimos, Aleuts, or Native Hawaiians); Asian Pacific Americans
(persons with origins from Burma, Thailand, Malaysia, Indonesia,
Singapore, Brunei, Japan, China (including Hong Kong), Taiwan, Laos,
Cambodia (Kampuchea), Vietnam, Korea, The Philippines, U.S. Trust
Territory of the Pacific Islands (Republic of Palau), Republic of the
Marshall Islands, Federated States of Micronesia, the Commonwealth of
the Northern Mariana Islands, Guam, Samoa, Macao, Fiji, Tonga,
Kiribati, Tuvalu, or Nauru); Subcontinent Asian Americans (persons
with origins from India, Pakistan, Bangladesh, Sri Lanka, Bhutan, the
Maldives Islands or Nepal); and members of other groups designated
from time to time by SBA. Being born in a country does not, by itself,
suffice to make the birth country an individual's country of origin for
purposes of being included within a designated group.

An individual must demonstrate that he or she has held himself or
herself out, and is currently identified by others, as a member of a
designated group if SBA requires it.
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¢ The presumption of social disadvantage may be overcome with credible
evidence to the contrary. Individuals possessing or knowing of such
evidence should submit the information in writing to the Director,
Office of Business Development for consideration.

¢ Anindividual who is not a member of one of the groups presumed to be
socially disadvantaged must establish individual social disadvantage by
a preponderance of the evidence.

Economically disadvantaged: (See 13 CFR 124.104)

Economically disadvantaged individuals are socially disadvantaged individuals whose
ability to compete in the free enterprise system has been impaired due to diminished
capital and credit opportunities as compared to others in the same or similar line of
business who are not socially disadvantaged.

Small Business 8(a): (See 13 CFR Part 124)

Selecting concerns for the 8(a) Program is the responsibility of the SBA and is based on
the criteria established in 13 CFR 124.101-112. An 8(a) firm must meet the following
criteria:

o It is a small business which is unconditionally owned and controlled
by one or more socially and economically disadvantaged individuals
as defined above, who are of good character and citizens of the United
States, and which demonstrates potential for success.

2) Since the development of the St. Elizabeths Campus is the largest
PBS project currently undertaking, the small business opportunities
should be plentiful. What are the goals for the entire campus?

NCR's goals are to achieve 40% small business participation for the new Department of
Homeland Security headquarters campus at St. Elizabeths.

3) How does the agency handle small contracting disputes?

Disputes are managed by the contracting officers in accordance with the Federal
Acquisition Regulation (FAR). For small businesses, the FAR requires the contracting
officer to make every reasonable effort to respond in writing within 30 days to any
written request with respect to a contract administration matter.

A formal dispute under the Disputes Act, involving a small business, is managed in the
same manner a dispute would be if it was a larger business. However, the relief that
follows after is different for small business disputes. Small business concerns may be
paid costs for consultants and expert witness fees that exceed the requirements in 5 USC
3109 and 5 CFR 304.105 and attorney fees that exceed $150 per hour.
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4) How large is the staff that supervises your small business program?

The Office of Small Business Utilization has seven current employees. There are
currently five vacancies, two in the process of being filled.

5) What type of services do small businesses actually provide for your
agency, that is GSA?

Small businesses perform services for GSA at every level, from the important, smali-
scale tasks involved with maintaining our buildings to the broad-based planning and
support that reaches across our entire organization.

The largest effort that a small business has won for GSA is our infrastructure support
contract, also known as the GSA Infrastructure Technology Global Operations (GITGO)
contract. It is a $250 million effort over five years. The current contractor is a Service
Disabled Veteran Owned Small Business.

Small Businesses also provide support for Fedbizopps and the Federal Procurement Data
System - Next Generation (FPDS-NG) initiatives that reach large portions of the Federal
Government and also allow small businesses to learn about and participate in Federal
projects.

Finally, most of our facilities' maintenance services are provided by small businesses in
the GSA controlled Federal buildings. These services range from grounds maintenance
to repair and alterations to elevator maintenance, and are a vital part of keeping our
Federal buildings functional and welcoming.

These are just a few examples of the valuable partnerships GSA pursues with the small
business community.

6) How does GSA track participation in small business contracts?

GSA uses the Federal Procurement Data System (FPDS) to monitor progress against
socio-economic goals. This system maintains and updates the set of official SBA goaling
reports, used to monitor each agency’s small business awards. In accordance with
regulations, GSA reports contracts and contract details for all actions over $3,000

to the FPDS system.

The socio-economic information for each vendor is provided by the vendor themselves
through their Central Contractor Registry (CCR) profile. The FPDS system pulls the
vendor’s socio-economic information from CCR at the time of the contract award, and
appends this information to the contract award record submitted by the agency.
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7) What are the percentages and dollar amount of small business
awards in the National Capital region? Please detail by jurisdiction and
identify the small businesses.

Please see attached. The data that is reported represents the total contracts
awarded?/disbursed? in FY2008.
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STATEMENT OF TERRIE S. ROUSE
Chief Executive Officer for Visitor Services
for the Capitol Visitor Center, Office of the Architect of the Capitol

Regarding “Doing Business with the Government: The Record and Goals for
Small, Minority, and Disadvantaged Businesses”

Subcommittee on Economic Development, Public Buildings,
and Emergency Management, Committee on Transportation and Infrastructure
U.S. House of Representatives

September 17, 2009

Thank you, Madam Chair, for inviting me to participate in today’s hearing. As the Capitol Visitor
Center prepares to welcome its two-millionth visitor, we are on track to double the number of
visitors to the Capitol as compared with previous years. We are pleased at this outcome, and even
more pleased to report that the average time a visitor waits before entering the facility is six

minutes. This compares with a wait that could have stretched to several hours in recent years.

The Capitol Visitor Center is also providing the public with opportunities to experience Congress’
rich history in the Exhibition Hall, which will feature approximately 50 new historic documents
beginning October 12. 1 am also pleased to announce that from today through September 23, we
will host a series of public programs to celebrate Constitution Week at the Capitol. We hope that
families and educators, as well as visitors from throughout the United States and abroad, will take

advantage of these offerings.

The Capitol Visitor Center’s goal to work with and develop new opportunities for small and
minority businesses is in line with the goal of the Architect of the Capitol. My staff and I have
worked aggressively to hire personnel and award contracts to individuals and small companies that
reflect the diversity of our country. I believe that such an effort enhances our ability to serve

Congress and all who visit the U.S. Capitol.
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Specifically regarding our procurements, the Capitol Visitor Center team follows the policies of the
Office of the Architect of the Capitol. As we move forward, we are incorporating the aims of the

small business program which Mr. Ayers discussed in his testimony.

At the present time, based on our continuing internal assessment of products in our Gift Shops,
more than 70 percent of the merchandise is produced by small business vendors, Approximately 25
percent of our vendors are women-owned businesses. As we are still in the “ramp-up” phase of
operations, we are constantly reviewing our merchandise and our vendors in order to make sure that

we are offering our visitors high quality merchandise while using a variety of vendors.

Along these lines, we are working with officials at the U.S. Small Business Administration and the
Government Printing Office to explore opportunities for increasing the percentage of minerity,
disadvantaged, and small business vendors who are contributing to our Gift Shop inventory. One of
our goals is to hold a small business fair and invite vendors to speak with Gift Shop representatives

regarding their products and the potential for sales at the Visitor Center’s Gift Shops.

The Gift Shops are also developing a purchasing strategy to enable the Capitol Visitor Center to
showcase merchandise representative of the states and territories of the United States. We
anticipate that the results of this strategy will be apparent in the Gift Shops by spring 2010 during
our busiest visitor season. Attracting and working with small, minority, and disadvantaged

businesses will play a major part in the development and success of this strategy.
We have also reached out to merchandising trade organizations including the Museum Store
Association and the producers of the New York International Gift Fair for information on minority-

owned small businesses in order to further expand our reach and support of these businesses.

Madam Chair, you have my commitment that I will continue to work to ensure that we do business

as much as possible with small, minority, and disadvantaged businesses.

Thank you. Iam happy to answer any questions.
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RESPONSE TO FOLLOW-UP QUESTIONS
TERRIE S. ROUSE
Chief Executive Officer for Visitor Services
for the Capitol Visitor Center, Office of the Architect of the Capitol

Regarding “Doing Business with the Government: The Record and
Goals for Small, Minority, and Disadvantaged Businesses”

Subcommittee on Economic Development, Public Buildings,
and Emergency Management, Committee on Transportation and
Infrastructure
U.S. House of Representatives

September 17, 2009

Ms. Rouse, please explain how you are working with the SBA and the Government
Printing Office te expand small business opportunities.

The Capitol Visitor Center falls under the policies of the Architect of the Capitol (AOC),
and the Architect has implemented a small business set-aside program that will assist in
reaching more small businesses. The Memorandum of Understanding (MOU) between
the AOC and the Small Business Administration (SBA) provides for a cooperative
working relationship between the two entities. Under the MOU, the AOC has committed
all of its procurements under $100,000 to be restricted to small businesses; and the SBA
will provide technical assistance to the AOC process to identify, attract, and procure
small businesses.

We are using the SBA and the' Government Printing Office (GPO) as resources and
technical experts in sourcing products produced by small and minority vendors for the
Capitol Visitor Center’s two gift shops. The SBA and the GPO will be able to offer us a
pool of vendors outside of those we may locate through more traditional sources. We
have had initial meetings with officials at the GPO. Our Merchandising Department is
developing a list of requirements and desired products for our shops that will continue to
ensure we offer visitors a selection of products that are high-quality and represent the
diversity of manufacturers nationwide. Our internal staff includes individuals who bring
extensive past experience working with these agencies and will be able to offer us
guidance as we move forward. ~

Have you set up internal goals for your small business program?
Our goals are in line with the goals established by the Architect of the Capital, and we

will be setting up internal check points to monitor and evaluate our progress in managing
our vendor matrix. Prior to, but also in line with the signing of the MOU, the Visitor
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Center gift shop staff initiated a strategy to increase the representation of minority,
disadvantaged, and small businesses in the gift shops vendor structure the includes the
following actions:

Review current vendor structure and identify the percentage of businesses
currently represented by small, disadvantaged, and minority businesses. We are
building processes to systematically track this information by working with our
internal IT department and the business partner supporting the gift shops point of
sale system.

Review spring business and merchandising plans to identify opportunities to
increase the percentage of small, disadvantaged vendors in the assortment. With
approval from our oversight committees, we hope to undertake a pilot project that
would allow us to have a section in each shop dedicated to a specific theme and
supported by regional vendors from across the country. The goal would be to
offer the customer a unique selection of products that highlight the diversity of
manufacturers across the United States.

Each of these strategies conforms to the goals of the MOU, and, in addition, the Capitol

Visitor Center will support the MOU in the following ways:

N

In conjunction with the Architect of the Capitol Procurement Office, begin work
to set up a vendor fair to recruit new small businesses that can produce products
for the gift shops.

Work with the AOC Procurement Department to use the General Services
Administration system and GPO effectively as sources for vendors.

Identify additional resources needed to support the initiative.

How large is the staff that supervises your small business program?

Our retail staff includes three full-time merchandise positions that are dedicated to
sourcing and developing products and programs for our two gift shops. We have recently
hired a new General Manager for our gift shops who has prior experience working with
minority and small business in the retail environment.
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Testimony Before The
U. 8. House of Representative
Committee on Transportation and Infrastructure
Subcommittee on Economic Development, Public Buildings, and Emergency
Management Subcommittee
Eleanor Holmes Norton, Chairwoman

Hearing on “Doing Business with the Government: The Record and Goals for Small,
Minority, and Disadvantaged Businesses”
By
Rosalind Styles Stephenwoof, President & CEO
Capitol City Assoclates, Inc.

Good afternoon Congresswomah Norton, Chair, Ranking Member, Diaz-Balart and
members of the Subcommittee on Economic Development, Public Buildings, and
Emergency Management, thank you for the opportunity to appear before you today. My
name is Rosalind Styles Stephenwoof, and | am President and CEO of Capitol City
Associates, Inc., an African-American, woman-owned, small and disadvantaged
professional consultant firm located in the esteemed Anacostia neighborhood of
Washington, DC. Capitol City was established solely for the purpose of assisting
Federal and local entities, major corporations and private developers to maximize the
participation of local residents and businesses within communities to participate in the
revitalization of their neighborhoods.

Capitol ‘City has worked with communities in Washington, DC and now has extended its
work to Maryland and Northern Virginia working to negotiate relationships with owners
of development projects and éstablishing partnerships with resident organizations so
that the inclusion of local businesses Is inherent in the design and construction of
projects. Capitol City also works to develop capacity-building skill-training programs
(i.e., pre-apprenticeship and apprenticeship training, administrative office, property
management, communications system operations fraining) that helps people to not only
effectively compete for employment during the construction of projects but also as
employees during the operations of the facilities post construction. Most of the

Stephenwoof Page 1
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partnerships implemented written agreements which included a process for monitoring
and enforcement.

Capitol City is a public/private expert, having successfully assisted the Government of
the District of Columbia to change the laws governing the participation of local, small
and disadvantaged business enterprises on City-funded projects from a goal to a
requirement and we continue to monitor compliance on Federal, local and private
development initiatives to ensure the full participation of the small and disadvantaged
business community in construction-related projects.

| offer my congratulations and support to you, Congresswoman Noiton, for
spearheading this initiative on the Federal level and working to ensure that local
residents and businesses are able to participate in the construction marketplace on

FaEa

P
played to include the United States Recovery Act dollars in GSA’s redevelopment of the

St. Elizabeths West Campus in Scutheast, Washington, DC.  An unprecedented

Sis undsr her punview. | have wilhessed firsthand the instrumental role you have

requirement has been included in the solicitation for Construction Management and
General Contractor teams to establish and maintain a plan for pre-apprenticeship and
apprenticeship training programs to be incorporated into their construction plan.

This brings me to my review of the General Services Administration (GSA) and its
support of small business and entrepreneurial participation in this historic development
initiative.  St. Elizabeths West Campus sits in one of the most highly-distressed
neighborhood in the country. The State of the Economy recently reported that the
current recession has lasted longer than any recession since the Great Depression; that
the unemployment rate is the highest it has been in 26 years and that unemployment in
the construction industry is at the highest unemployment rate of any industrial section.
In comparison, the residents of the Ward 8 community surrounding this developinent
project have lived with these distressed economic standards for generations. it would
be a gfeat disservice for our community if the first recipients of the economic recovery

Stephenwoof Page2
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possible from this project provided by the United States does not benefit the residents
and local businesses impacted by this multi-billion dollar development initiative.

Over the past five years, GSA has facilitated dialog with the Ward 8 community to gain
input and garner support in development of the St. Elizabeths West Campus, but I think
GSA can do more to expand its public engagement efforts:

Engade in Deeper Qutreach

Create smaller work groups, advisory commitiees and community engagement
venues designed fo advise residents and local businesses of employment, training
and business opportunities

Initiate alternative marketing tools for distribution in communities that are more
sensitive to the neighborhoods and its constituents

Provide Technical Support

In partnership with the Small Business Administration, provide one-on-one technical
support to assist local small businesses fo achieve Federal certification.

Conduct assessment of current business and provide a roadmap to become
competitive in the construction marketplace

Provide financial counseling for businesses and avenues for assistance with
bonding, start-up cost, personnel and other businesses expenses

Provide Employment and Training Opportunities

Create partnerships with established local supportive-service programs and training
providers to recruit residents for employment opportunities.

Utilize specialized resident advocacy agencies and organizations (i.e., ex-offender,
public housing, human services, efc.) who are currently subsidized by Federal
programs to refer local residents and assist with on-going counseling services

throughout their employment.

Stephenwoof Page 3
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The next step to successfully implement these programs and services is accountability.
GSA should include a strong monitoring and compliance component. Developers,
General Contractors and Prime Contractors have historically maintained as their
“botiom line” having a project to come in “on fime and under budget.” The inclusion of
alternative recruitment, training and employment programs and services in their apinion
has negatively impacted their “bottom line.”

GSA and all Federal small and disadvantaged business participation should be a
requirement, not a goal. All contracts utilizing Federal funds should Include strong
enforcement language that does not only state possible penalties for non-compliance
but should outline the process for the enforcement of penalties by the withholding of
funds and payment of fines. Goals and requirements can only be stated by financial
retribution can ensure compliance.

Lastly, | wish to add that since 2005, | have served as the President of the National

Agsociation of Mincrity Contractors--Washington, DC Metropolitan Area Chapter.
Wearing that hat, | would like to address our organization's concern regarding the
possible implementation of a Project Labor Agreement on any Federal consfruction

project.

Over the past forty years, NAMC has served as an advocate for minority contractors
throughout this country. Designed to address the needs and concerns of minority
contractors and create parity in the construction industry, NAMC has aggressively
pursued equity in contracting for small, minority and disadvantaged businesses.
NAMC-WMAC’s local membership also includes women-owned, HUBZone and
Veteran-Owned businesses.

In the Washington, DC Metropolitan Area which includes the Federal enclave, we have
several significant construction projects planned or underway. Because of the state of
the national economy, construction firms and their employees are saturating our area to
compete in the construction marketplace. Due to paucity of minority contractors in the

Stephenwoof . . Page 4
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construction industry, our members cannot compete with the established unionized
labor force through Project Labor Agreements. If any of these highly-competitive
federal construction projects fall under Project Labor Agreements an alarming humber
of minorities and females workers and minority contractors living and working in
Washington, DC and the surrounding area will be denied access to a vital opportunity
for work. NAMC-WMAC would like to continue our dialogue with this commitiee
regarding the implementation Project Labor Agreementé. We can provide you with
statistical data from the U. S. Depariment of Labor which can outline the status of
journeymen employees by race and gender within each construction trade, which will
validate the significant disparity in the construction trade by race and gendér. We are
commitment to work with this committee to craft a process for the local, minority and
women-owned businesses are at the forefront on the redevelopment of our cities and
our heighborhoods.

Capitol City Associates, Inc. and the National Association of Minority Contractors—
Washington, DC Metropolitan Area Chapter stands ready to assist this committee to
increase the participation on small and minority businesses doing business with the
Federal Government. | thank you for your time. '

Pr and Submitted By:

Rosalind Styles Stephenwoof

Capitol City Associates, Inc. — President & CEO
NAMC-WMAC — Chapter President

Stephenwoof Page s
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Smithsonian Institution Building
1000 Jefferson Drive SW
Washington DC 20560-0019
202.633.5125 Telephone
202.786.2274 Fax

Subcommittee on
Economic Development, Public Buildings, and Emergency Management

Hearing on “Doing Business with the Government: The Record and Goals for Small,
Minority and Disadvantaged Businesses”

Rudy D. Watley
Supplier Diversity Program Manager
Office of Equal Employment and Minority Affairs
17 September 2009

Chairwoman Norton and other distinguished members of Congress in attendance, good morning.
My name is Rudy Watley; I am the Supplier Diversity Program Manager in the Office of Equal
Employment and Minority Affairs at the Smithsonian Institution. On behalf of the Institution, let
me express niy appreciation to you for holding this hearing on the use of small, disadvantaged,
minority and women-owned businesses in federal operations and let me thank you for inviting
the Smithsonian Institution to participate in this discussion and share with you a few of our
supplier diversity program achievements and ongoing initiatives.

The Smithsonian is the world’s largest museum and research complex. With 19 museums, nine
research centers, 137 million artifacts, 18 libraries, and the National Zoo, the Smithsonian stands
out as a unique entity, a leader in science, research, history, art, and culture.

The Smithsonian Institution is a trust instrumentality of the federal government that has been a
public-private partnership since its establishment 163 years ago. Our mission is: “the increase
and diffusion of knowledge” and the support of the Administration and the Congress is essential
to the achievement of this mission. The Institution’s leadership believes that diversity and
inclusion are integral components to the mission and is expressly committed to diversity in all
aspects of its workforce and business operations. Diversity and inclusion have long been part of
the Institution’s strategic and performance plans, policy statements and other directives. Doing
business with small, minority, and women owned businesses is a reflection of that commitment.

Over the past three years, the Institution has spent roughly 40 to 50 % of its contracting and
procurement dollars with small businesses. And, as indicated in the materials attached to my
written statement, you can see that the Institution has consistently achieved and exceeded all of
its procurement preference goals, except for one....service disabled veteran-owned businesses.
Our SDVOSB goal, like the SBA’s government —wide goal, is 3%. And over the past year, we
have increased our use of these firms from 1% in fiscal year 2007 to 2.8% in fiscal year 2008.
We have made progress and we are actively pursuing and zeroing in on projects that can be
performed by these firms. As shown on the chart provided for fiscal year 2009, we have
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exceeded and more than doubled our accomplishments. These accomplishments speak for
themselves.

Specifically, we have spent 49 percent of federal contracting dollars with small businesses; a
whopping 20 percent with small and disadvaniaged businesses; 12 percent with 8(a) small
disadvantaged businesses; 10 percent with women-owned businesses; and we found a way to
exceed our HUB-Zoncd goal with 5.7 percent of our contracting dollars to these firms. While
achieving our procurement goals for service disabled veteran businesses remains a challenge, we
are actively pursuing opportunities to do business with these firms

The success of the Smithsonian Institution’s supplier diversity program is the result of
unwavering commitment from the top starting with the Secretary. Dedication and collaboration
from all managers and perseverance on the part of all procurement officials are the ingredients to
making this program work as well as it does. And I’'m pleased to say that the collaborative
relationship among the supplier diversity program office, the office of contracting, procurement
and property management as well as the major buying units at the Smithsonian Institution is
exemplary.

Let me share with you some of our supplier diversity accomplishments this year. Thirty-eight
percent (38%) of American Recovery and Reinvestment Act funds allocated to the Institution
were spent mn contracts to minority/smali businesses. Specifically, $9.5 million of the $25
million the Smithsonian received in Recovery Act funds were obligated to 8(a) small businesses.
Using our supplier diversity program infrastructure, we were abie to move swiftly to galvamze
and employ these {irmns to participaie w this great opporiunity. This is a iestimony io the
effectiveness of our program and the Institution’s commitment to supplier diversity.

Let me share one more example of the success of the Smithsonian’s commitment to supplier
diversity that I believe will have historic significance. As a result of aggressive outreach
initiatives, minority-owned firms were identified and competed in the design competition for the
new National Museum of African American History and Culture, and the winning firm is
minority-owned. We are currently in negotiation with a minority joint venture to perform the
architecture and engineering design services for the new museum. We are particularly proud of
this accomplishment.

In closing let me reiterate, as evidenced by our accomplishments, the Smithsonian Institution’s
commitment to diversity throughout its operations remains strong. And, we will continue to
engage a wide array of small, disadvantaged, minority and women-owned businesses as well as
service disabled veteran owned firms in our business relationships.

Thank you again for this opportunity to share our story and I am happy to answer questions.
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Subcommittee on
Economic Development, Public Buildings, and Emergency Management

Hearing on “Doing Business with the Government: The Record and Goals for Small,
Minority and Disadvantaged Businesses”

Rudy D. Watley
Supplier Diversity Program Manager
Office of Equal Employment and Minority Affairs
. 17 September 2009

‘With 19 museums, has any one of the individual museums done exceptionally well with their smail
business procurement program?

Smithsonian’s Office of Contracting and Procurement and Property Management handles the procurement of
large dollar contracts for each museum on a centralized basis. Smithsonian policy is that all small dollar
purchases less than $100,000.00 be set aside for small businesses when practicable, and all museums follow that
policy. The Smithsonian unit that has done exceptionally well is the Office of Facilities, Engineering, and
Operations. This unit is responsible for the construction, facilities repair, and maintenance of all Smithsonian
museums and has the largest procurement budget.

Did that offer any insight on their performance?

Each museum’s performance is closely tied to the commitment, collaboration, and coordination that exist
among the Supplier Diversity Program office, the Office of Contracting and Personal Property Management,
Office of Facilities, Engineering and Operations, and each Smithsonian buying unit. An individual museum’s
performance is shepherded by their director and a supplier diversity liaison who encourages the units’
procurement officials to seek out and utilize small businesses that can provide the necessary goods and services.

‘What has been the most suecessful form of outreach to small businesses?

The Smithsonian’s most successful form of outreach has been site visits to 8(a) small businesses. We asked
these vendors to show us their best work and visited their marquee projects. These visits facilitated a better
awareness of the contractor’s ability to perform on Smithsonian projects and provided the vendors a greater
understanding and appreciation of what is needed to meet the Smithsonian’s unique requirements. The second
most successful form of outreach has been the Smithsonian’s participation in small business procurement fairs
that have provided excellent opportunities for the exchange of information about the Smithsonian’s needs and
for identifying new suppliers of goods and services.

How large is your office and to whom do you report?

The Smithsonian Institution Supplier Diversity Program Office consists of the Director and one Supplier
Diversity Program Manager. The Director reporting directly to the Secretary of the Smithsonian also serves as
head of the Institution’s Equal Employment Opportunity Program.

On page 2 you tion that Smithsonian has allocated 38% of its recovery dollars to minority/smalil
business. Can you give a breakdown of the number? 38% means how many dollars? What type of
businesses received recovery funds?

Eleven Recovery Act contracts have been awarded to 8(a) small businesses. $9.5 million dollars of $25 million
have been awarded to 8(a) small businesses for a total of 38%. General construction, facilities engineering and
maintenance contractors received the majority of the Recovery Act funds.
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AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

o

A

Building Your Quality of Life

The A fated Ci 5 of America {AGC) is the largest and oldest national construction trade
association in the United States. AGC represents more than 33,000 firms, including 7,000 of America's leading
general contractors, and over 12,000 specialty-contracting firms. Over 13,000 service providers and suppllel‘s are
associated with AGC through a nationwzde network of chapters. AGC contractors are engaged in the

construction of the nation’s cial & factories, i high , bridges,
tunnels, airports, waterworks facilities, waste treatment faclmies, dams, water conservation projects, defense
facilities, multi-family housing projects, site preparation/utilities § for h g P . and more.

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
2300 Wilson Boulevard, Suite 400 » Aslington, VA 22201 « Phone: (703) 548-3118 « FAX: (703) 548-3119
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Statement of Mr. Joel P. Zingeser
Grunley Construction Company, Inc., Rockville, Maryland
Subcommittee on Economic Development, Public Buildings and Emergency
Management
Committee on Transportation and Infrastructure
United States House of Representatives
September 17, 2009

My name is Joel Zingeser of Grunley Construction, where i iead the firm's siraiegic
planning, business development, and sustainable design/construction efforts. For over
50 years our firm has specialized in renovations, restorations, and modernizations of
large-scale government and commercial buildings, including office, laboratory, and
educational facilities. in addition we construct new facilities and additions to existing
buildings for both public and private sector clients.

On behalf of the Associated General Contractors of America (AGC), we strongly support
full and open competition for the many contracts necessary to construct improvements
to real property. This includes competition among general contractors, specialty
contractors, suppliers and service providers. Over the vears, it has been established
that such compeitition energizes and improves the construction industry to the benefit of
the industry and the nation as a whole. As the Committee considers the changing
Federal procurement iandscape, AGC offers the foliowing points for consideration.

Contracting Reform Issues

AGC supports procurement reform to improve delivery of federal construction services.
Reform of the federal procurement process shouid recognize construction’s unique
melding of industry sectors while ensuring the government is using the most cost-
effective method of procurement.

AGC is working to foster a business climate that enhances opporiunities for all
businesses. Construction is an intensely competitive industry, and we believe that
competition penalizes any firm that resorts to discrimination. To succeed, construction
firms have to focus on price, quality and reliability. Our members recognize the benefits
that the 8(a) program and the Disadvantage Business Enterprise (DBE) programs have
to contractors who qualify for these programs. We also have growing concemns about
the need for Federal decision-makers to address the challenges small businesses that
do not qualify for any special preferences are facing in today's harsh economic
conditions. We believe that current Federal rules need to be updated to generate more
collaboration, mentoring and assistance no matter who is the business owner.

AGC would like to discuss issues surrounding a wide range of concerns and
recommendations we have for improving the Federal market.
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Subcontracting Goal Achievement

Current SBA rules require small business set-asides and establish small business goals
to be met by large businesses fo assure that significant portions of federal procurement
dollars flow to small business firms. But the rules for keeping track and measuring the
actual flow of dollars to small businesses do not take into account the actual amounts
that flow down below the first tier level of subcontracting. Within the construction
industry, the bulk of the work is performed by subcontractors who in turn hire second
tier and third tier firms to perform elements of the project. Under the current system, if
an other-than-small business is included as a first-tier subcontractor, the prime
contractor is not asked to report further dollars that are going to small businesses below
the first tier subcontractor. This is because the contracting agency is not allowed to take
credit for those dollars towards its goals. Allowing prime contractors to report small
business subcontracting at all tiers would demonstrate frue small business participation
on a federal contract and would show more accurately how the construction industry
supports and is dependent upon small businesses.

The current system leaves prime contractors with subcontractor choices for larger
projects that are beyond the capacity (especially bonding capacity) of small businesses,
but it is well understood that much of the work will flow down to small businesses.
Changing the scoring system will let prime contractors determine the best mix of large
and small subcontractors according to capacity and availability. Accurately accounting
for small business participation helps federal agencies better meet set-aside goals
established by the Small Business Act and helps prime contractors get credit for small
business participation in government contracts.

The shift to Electronic Subcontractor Reporting System (eSRS) by the federal
government provides the opportunity to correct this problem. The system has the
capability to track and report small business subcontractors on multiple tiers, yet current
rules do not encourage prime contractors and their subcontractors to account for total
small business participation at all tiers. AGC recommends Congress direct a change to
the system through legislation to potentially help all parties track the dollars flowing fo all
small businesses.

Contract Bundling

Contract bundling is the process of consolidating contracts into a single contract that
limits small business participation which is especially detrimental to the construction
industry, because it is predominately comprised of smail businesses. Increasingly, the
federal government is awarding ever-larger contracts for public works and infrastructure
projects. These mega-projects reduce bidder competition and aggregate project risk,
and may challenge surety capacity, sometimes necessitating percentage or partial
bonds instead of bonds covering 100 percent of the contract price. The Federal
government needs to find ways to unbundle extraordinarily large construction projects,
so more contractors can compete for these projects and so these projects are fully
covered by the performance and payment bonds. Reducing government contract



119

bundling would increase competition on federal procurements and would enhance
benefits to the government and provide added opportunities for small businesses to
attain government construction contracts.

Federal Acquisition Workforce

Recruitment, retention and training of the government workforce should be a high
priority for both government and industry. As you can already see from our concerns
about contract bundling, an understaffed federal acquisition workforce is suffering from
the pressures of an already chailenging procureiment. environment. The shrinking
acquisition workforce is an ongoing problem and will exacerbate as the number of
procurements continues to grow.

According to the Government Accountability Office, the government bought $400 billion
in goods and services in fiscal 2006 with only 20,000 contracting specialists in the
workforce.

About one federal acquisition professional in eight already is eligible to retire, and that
will rise to more than half the workforce by 2016. The average retirement eligibility for
contracting professionals will increase from 29 percent in FY 2011 to 50 percent in FY
2018,

We faar that the Federal government workforce challenges may only get worse in the
coming years. In order for the government to meet iis many missions, it will have to do a
better job of recruiting, hiring and training new employees. Given that the government’s
purchase of goods and services is at an all time high, it is essential that the government
acquisition positions be fully staffed. This problem needs to be addressed in the near-
term to avoid the negative ripple effects that a strained workforce can have on all facets
of contracting.

HUBZone Program

The stated goal of the HUBZone program is to “increase employment opportunities,
investment and economic development” in the low income and/or high unemployment
areas that meet the federal definition of a “historically underutilized business zone.”
AGC understands the broad social objectives of the program but not how the Small
Business Administration (SBA) currently applies the program to the construction
industry. We are also greatly concerned about several recent reporis issued by the
Government Accountability Office (GAO) investigating the HUBZone program. These
reports have found that this program is fraught with waste and abuse. Given these
concerns, we would prefer Congress suspend the program. Short of this action, we
have developed several recommendations designed to improve this program and would
be pleased to share our recommendations with the Committee.
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Alaska Native Contracting -

Alaska Native Corporations (ANCs) were established in order to seftle many long-
standing land claims and to foster economic growth for Alaska and Alaska Natives. In
19886, legislation was passed to allow ANCs to participate in the SBA’s 8(a) program for
socially and economically disadvantaged businesses. Under this legislation, ANCs
have extraordinary and unique preferences over other 8(a) firms that have contributed
to reduced Federal contracting opportunities for traditional small businesses. The
General Accountability Office has issued several important reports and
recommendations on improving this program and we urge the SBA to implement them
as soon as possible.

Agency Consistency

As a matter of policy, AGC recommends that agencies with large regional offices
continue to work to promote the implementation of uniform agency policies that will
provide greater consistency in the construction process. Many of our members have
repeatedly found wide variances in regional operations, contract administration and
administrative practices. Such can produce serious administrative and communication
problems and can discourage contractors from continuing to work in the Federal market.
We are pleased that the General Services Administration has worked very hard to
ensure consistent communication and consistency between regional offices over the
past several years and hope that irend continues into the future.

Project Labor Agreements

At the outset, AGC wishes to explain its overall position on PLAs. AGC neither supports
nor opposes PLAs per se. What AGC strongly opposes is government-mandated PLAs
on any publicly funded construction project. AGC is committed to free and open
competition in all public construction markets and believes that publicly financed
contracts should be awarded without regard to the labor relations policy of the
government contractor. AGC believes that neither a public owner nor its representative
should mandate the use of a project labor agreement that would compel any firm to
change its labor policy or practice in order to compete for or to perform work on a
publicly financed project. AGC further believes that the proper parties to determine
whether to enter info a PLA and to negotiate the terms of a PLA are the employers that
employ workers covered by the agreement and the labor organization representing
workers covered by the agreement, since those are the parties that form the basis for
the employer- employee relationship, have a vested interest in forging a fair and stable
employment relationship, and are authorized to enter into such an agreement under the
National Labor Relations Act.

AGC has submitted comments to the July 14, 2009 proposed rule (FAR Case 2009-
005) that would implement Executive Order 13502 (“Use of Project Labor Agreements
for Federal Construction Projects”) to determine the effect this proposed rule will have
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on Federal procurement policy and the cost of doing business with the Federal
government. We would be pleased to share a copy of our comments to the Committee.

Conclusion

Thank you for the opportunity to provide our views on working with the Federal market.
We believe this market offers tremendous opportunities for both construction
contractors and the Federal government. AGC looks forward to continue working with
the Subcommittee on these critically important issues.
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AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

The Economic Impact of Construction in the United States

The Impact of Nonresidential Construction on GDP, Earnings and Jobs:
*  An additional 31 bilion in nonresidential construction spending would add about $3.4 billion to
the Gross Domestic Product {GDP), about $1.1 billion to personal earnings and create or sustain
28,500 jobs.

© 8,700 jobs wouid be direct construction jobs ocated in the state of investment.

o 4,600 jobs would be indirect jobs from supplying construction materials and services.
The majority of these jobs would be located within the state of investment but there
wouid be some out of state jobs supported.

o 14,300 jobs would be induced when workers and owners in construction and supplier
businesses spend their incomes locally and nationwide.

Construction Employment:

* [n 2007, a total of 17.9 million jobs were supported by the direct and indirect outlays associated
with nonresidential canstruction spending. The construction industry (residential plus
nonresidential) employed 6,148,000 workers in luly 2009, a decrease of 1,589,000 (21%) from
January 2007 when construction employment in the United States peaked.

Nonresidential Construction Spending:
* Nonresidential construction spending in the United States totaled an estimated $715 billion in
2008. This direct construction spending contributed a total of $1.5 trillion {10%) to the GDP of
$14.4 trillion.

Construction Materials, Supplies and Machinery:
¢ In 2008 U.S. menufacturers shipped $520 billion in construction materials and supplies and $30
hillion in new equipment,

Construction Industry Pay:
*  in 2008 annual pay of all construction workers in the United States averaged $49,000, 8% more
than the average for all private sector employees.

Small Business:
* The United States had 811,500 construction firms in 2007, of which 91% were small businesses
empioying fewer than 20 workers.

Source: Ken Simonson, Chief Economist, AGC of America, simonsonk@age.org, from Prof. Stephen Fuller, George Mason
University, and U.S. Government sources

Updated: August 31, 2009
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5400 Main St. NE, Suite 203 Construction Management
Minneapoiis, MN 55421 General Contracting
Phone: 763.571.2580 - Fax: 763.571.2631 . Design-Build
tractor License No.: 20225828 Consul
Vi THORom CONSTRUCTION Concres

Good Morning, Mrs. Chalrman and Members of the Committee, My name Is Richard Copeland. 1 am the Chairman
of Thor Construction, inc. and am submitting my full statement to the Committee, which 1 ask be part of the
record,

1 have f y par d in the 8{a) program and been desig d as a DBE and MBE. Within a macro-
economlc context of obstructed capital formation to the historically underutilized markets, In particular minority
firms and labor, | have found a way to experience a relative level of success as one of the largest African-American-
owned contractors In the U.S. despite the clrcumstances. However, that success continues to be limited by the
false proclamation of “we cannot find MBE firms with capacity” and comes at the expense of a “creaming” process
that significantly neglects the creation of opp: d d busi

for small and di g

1 have been at the forefront of the argument to support and enforce the laws to reduce discrimination and
increase objectivity and falrness In the contracting and hiring p for decades, } lly, the

relnforce that benevolence and fairness are hindered by racism, sexism, classism and a transfer-of-wealth
methodology that is further widening the gap between the “haves” and “have nots” of our economy and society.

This s not cogent practice for the inability of America. The imp of the r iton have been felt
disproport} ly by firms and individuals that can least afford it. Despite the immediacy of needs affillated with
the jon r strategy, America must think ahead of the curve to sustain its market leading position.

The assumption of fabor surplus will not be constant and the pace of labor exits will exceed the supply capacity
over the next decade. America must Invest In the historically underutilized markets and commence Increased
capital allocation: human {(education and sidils training} and financial {jobs and contracts} In order to sustain our

inan where p falism b the primary atf jon and h vetor fal
- labor, policy and legislation must focus on the allocation of capital to underutilited contractors to provide efficacy
to such a brand. C is an optimal industry to impl this strategy based upon Its low barriers to
entry. This provides an undeniable ec te imp for increasing opportunities for historically underutilized

contractors that have been missing from the argument.

From a micro-perspective, the following are best practices that MNDOT can impt to imp! their
regarding goals versus actual. The best practices pre-dominantly deal with enforcement issues and must be
included in legislative policles and programs supported by Congress:

Goal Setting
»  Utilize a current disparity study to establish baseline goal
s ly replace antl d study
*  Make appropriate budget allocations for current/repl study

o Setgoals annually by January 1%

Good Folth
« Good Falth solely means meeting or exceeding the goal
»  Each Prime must submit a DBE ist attached to their bid (including DBE Name, Contract Value In $, and %)
s  Aline item should be added to the bid form that depicts whether the Prime met the goal in order to
ensure It is public knowledge
¢ Sanctions should be 3 Strikes Rule & Liquidated Damages

o “3Strikes Rule” ~
*  1*viol = Liguidated D:

“Leaving a legecy in the constraction industry through the promise and passion of our peaple to the customers and communities we serve.”
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= 2violation = tiquidated Damages x 2
= 3" Violation = No Bid Status for 1 Year
o Liquidated Damages;

= At-Bld = bid amount Is increased {5 for $) by the variance between the goal and actual
bid. For example, a $1,000,000 bid with a 10% goal {$100,000) and the actua! DBE
participation Is $20,000. The bid would be modified to $1,080,000.

*  Project Closeout = amount is deducted from contract value as a change order based
upon the variance between goal and actual DBE participation results. See example

above.
. ® Reconsideration C i should be a 3 member group comprised of 1 representative of each of the
following groups:
o AGC
o AWC
o NAMC
Capacity Buliding

L

Institute a Collaborative Tralning Project, which conslists of allocating a project to be bid solely {all
divisions) by a collaborative pool of certified DBEs.

Collaborate with a reputable 3™ party provider with a turnkey technological and programmatic solution
to aid DBE Capacity Bullding (i.e. Dunwoody’s DES Solution)

Ensure that 25% of the avallable, eligible firms are certified every year for 4 years.

Allow M -Protégé Agr to extend beyond Prime-DBE, In particular DBE-DBE Agreements.

' Compliance/Accountabliity

Create and leverage a Task Force responsible for quarterly audits of all projects let in the previous
quarter. :
Primes must produce a monthly DBE $ spent report that will be posted on the MNDOT website.

This Is my testimony and | contend that it provides a macro-economic context with micre solutions that can be
implemented as best practices immediately If it Is supported by this Committee and the associated blll.

Sincerely,

Richard Copelpnd
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