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.,el F o r y o \H i n_f or ma t i on , the a t ta chm en t sum ma r i z e s the 
~./"'"'experience of the 23 firms (out of the total of 1800) in the 

SBA MBa" sole source procurement program which is the 
backbone of our Minority Small Business operation. The six 
month "reprieve" which SBA granted from adverse rulings of 
the GAO and U.S. District Court expires on February 14, 1983. 

Because of the priority this Administration places on small 
business and on minority business development~ I think it is 
important that you have a factual basis for understanding 
the progress that has been accomplished in this vital 
program. 

In granting the six month reprieve SBA was responding to the 
unfairness of the abrupt court rulings by allowing the 23 
affected firms a transition peFiOd for obtaining more 
contracts under Ba. Since August, two of the 23 firms have 
been reclassified as small businesses. w~ - will continue to 
work with the remaining 21 affected firms after February 
14th to assist in their continuing successful development. 
Observing that the 21 firms have b~en in the program·an 
average of over ten years and have been awarded collectively 
mo.re than three-quarters of a billion dollars rnake~ .. us 
optimistic about the future for most of them. Equally 
important, we look with enthusiasm to the addi.tion of ~ore 
new minority firms who will fill the vacancies of graduation 
which Congress insisted on by passage of Public-Law 96-481. 

Unfortun~tely, there have been some emotionally charged and 
excessive criticisms leveled at the program which wholly 
distort. the picture. Sadly, a few who have benefited 
so much from this program have engaged in inflammatory 
rhetoric wherea6 the majority have acted respon6ibly, · 
understanding the course of events that has brought us this 
far. 

It is my hope ·that this program will survive the 
self-serving statements of a few to mature into the 
serviceable vehicle it can be for the many. 
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8(A) PROGRAM HAS 

AWARDED $9 BILLION 

ORIGINALLY CONTRACT 

SUPPORT ONLY 

SINCE 1978 

BUSINESS DEVELOPMENT 

IS ADDED 

The u.s. Small Business Administration's 

8(a) program -- named after a section of 

the Small Business Act -- is one of the 

Federal Government's major assistance 

programs for small minority-owned 

companies. Since ·e(a) began in 1968, 

$9 billion worth of federal procurement 

contracts have been awarded to 8(a) 's 

4,598 participants. 

Originally, the ·program enacted by 

Congress directed SBA to give federal 

contract support to small firms 

owned by socially and economically 

disadvantaged persons. Acting as a prime 

contractor, SBA directed federal - work to 

~(a) participants on a noncompetitive 

basis. 

In October, 1978, Congress enacted : 

P.L. 95-507, which redirected the . program 

thrust: SBA was charged with helping 8(a) 

participants not only obtain federal- work .. . 

but to assist firms in becoming 

competitive businesses. 



IN 1980 CONGRESS 

ASKED FOR GRADUATION 

ACCOMPLISHED IN 1982 

EVIDENCE THAT 

PROGRAM FAVORED 

"THE FEW" 

In October, 1980, Congress enacted 

P.L. 96-481, which required all 8(a) 

contractors to negotiate a fixed program 

participation term -- a specific planned 

length of time for the firms to stay in 

the program before "graduation" as a 

private entrepreneur. 

·All such terms were negot-iated by SBA and 

established in April, 1982. 

Congress' purpose in enacting P.L; 96-481 

was plain~ Too many 8(a) firms had been 

in the program for too long, . relying on 

federal work for continued existence and 

in s~ doing preventing other qualified 

minority-owned small firms from joining in 

the program. Statistics show, for~ 

~ example, that of the 4,598 B(a) 

participants, only 116 had "graduated" 

since the beginning -- that is, only 116 -

firms had become viable enough to leave 

the program and continue in the private 

marketplace. According to a - Geneta~

Accounting Office report~ - 31 percent of 

total 8(a) -contract support had gone only 

to 50 companies, most of which had been in 

the program between 'seven and 11 years. 
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FURTHER EVENTS 

OF 1982 

GAO DECISION 

STOPS SBA 

SBA RESPONSE 

Other 8(a) developments -- which are of 
., 

current concern and interest -- took place 

early in 1982: 

On June 16, 1982, the Comptroller General 

of the United States (who heads the 

General Accounting Office, an arm of 

Congress) issued a decision directly and 

clearly affecting approximately 23 firms 

in the 8(a) program. In essence, the 

decision stated that any 8(a) firm . found 

to be a "non-small" business by SBA -size 

standards must be suspended from receiving 

new contracts. The decision did not 

affect ongoing contracts or options and 

modifications to existing contracts, or 

other forms of program assistance • .. · . 

Within 48 hours, SBA filed for 

reconsideration of the GAO decision. On 

July 26, 1982, the Comptroller. General 

reaffirmed his original decision~ · 
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., ... . 

DISTRICT COURT 

DECISION REINFORCES 

GAO 

. SBA RESPONSE 

FAIRNESS ISSUE . 

INVOLVES ALL . SIDES 
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On June 30, 1982, one of the affected B(a) 

contractors filed suit in Federal District 

Court, claiming SBA was denying 

the company contract awards because of ' the 

Comptroller General decision. The court's 

decision concluded that a firm thai is not 

"small" may·· not receive contract awards 

under the B(a) program. The B(a) 

contractor is appealing this decision. 

SBA had no choice but to adhere to these ·~ · 
. . 

administrative and judicial decisions • . ~ .· · 

But at the same time, the Agency wanteo .to 

be fair to those firms · found, durihg -~ 

. - - ; -

proper and .required 1'siz-e · standa-rd .. ~ev.iewS=t .. ~ ·===- ~;..,-::,. 

to be "non-small~" : 

Indeed, throughout -its administration:_-of_ :.....;..:.~:.:. ·-. - =-.c..· 

the B(a) program, the Agency has strived- -

to be fair to participants, to other · small · .. ·· 

firms desiring to- enter the program, to -- · 

the non-minority · small . businesses who. are_-__ 

foreclosed from ·bidding on these 

contracts, ~nd, -0f course, to the·~~. 

taxpayers. 



.. 

COMPASSION FOR 

AFFECTED FIRMS 

ADMINISTRATOR MEETS 

WITH AF.FECTED FIRMS 
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SBA knew it would not be fair to 

immediately suspend those "non-sma'll" 

contractors from the program and deny them 

new federal contracts. Immediate 

suspension would have imposed undue 

economic hardship on most of the. 23 

"non-small" firms. 

In a discussion with SBA _Administrator 

James c. Sanders on August 6, . 1982~ 

representatives of the . companies stated 

that their progress and considerable ~ 

federal resources provided to assist them 

would be wasted and their very economic 

existence would be seriously threatened by 

abrupt termination of contract support.· 

Mr. Sanders agreed that their contentions -,· 

had considerable merit. 



INTERIM SIZE 

STANDARD TO 

HELP IN TRANSITION 

· SBA'S OTHER ACTIONS 

· TO ASSIST . AFFECTED 

FIRMS 

Accordingly, on August 17, 1982, SBA 

issued an emergency size regulation to 

provide an alternate size standard under 

which most of these concerns would qualify 

for continued contract support. This 

regulation was effective for six months 

and expires on February 14, 1983. After 

this date, the current size standards 

again become the exclusive measure of a 

concern's size eligibility. 
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In addition to issuing the six-month ::- :. .. _ _. -:- - -: :.._ 

emergency size standard, Administrator -:. :.-_- - -

Sanders undertook · a number of actions to ::~-

assist the "non-small n 8 (a) · contractors: •:-~-- --- - -



.. ·. 

SPECIAL TASK FORCE 

AND FEDERAL 

SUBCONTRACTS 

SIZE REVIEWS 

WERE MADE 

PROMPT APPROVAL · 

THROUGH REGIONS 

He organized a special task force 

including representatives of the 23 

affected firms to recommend 

strengthening implementation of 

subcontracting provisions of P.L. 

95-507 for the benefit of all small 

businesses, and especially 

minority-owned small businesses. 

The basic aim was to determine 

7 

ways in which more federal 

subcontracts can be directed to small . 

firms. The task force, which 

included representatives -of ·the ..:. .. . 

. "non-sma11" 8 (a) firms, -has issued ..::::.,_ 

recommendations, which are .being ·· ::; .,. · 

reviewed by SBA. 

Ordered SBA's Office of General 

Counsel to conduct size reviews of 

8(a) participants and in so doing 

expedite appeals and on size standard 

matters. 

Delegated to SBA ~s .regiona·1 

adminfstra tors the authority ~to · ~ 

approve modifications and options to 

existing 8(a) contracts. 



ALERT OTHER AGENCIES 

COMMUNICATION 

WITH FIRMS · · 

STATQS OF FIRMS · ~ 

AS OF 

Widen efforts, through SBA itself, 

private contractors and other federal 

agencies, to identify more federal 

contract opportunities for the 

wnon-smallw 8(a) participants. 

Throughout this six-month period SBA 

closely moni~ored firm progre.ss and 

communicated with the affected firms 

8 

and instructed field ·offices-- to :- - - : 

.expedite contract actions with these -

firms. 

After February 14, 1983, 8(a) participants 

found to be · .•non-small ft . are- ineligibi:e fo~ l.-= ~ ·: :: ~ ~ 

· new contracts.. But any such ,firm can · · · , ~ ... , 

continue work on present con~racts~ and~~:~-~~ 

---~ FEBRUARY 15, 1983·'- ' . receive modifications -· and opt ions"'·tti . ::~-='"--=7 ~ -

CONTINUING 

OPPORTUNITIES -FOR 

AFFECTED FIRMS . - . 

ex i sting contracts. --- -

These 8(a) firms also are eligible to do 

s ubcontracting work for - other firms · still ~-~ ·:-· · ·· 

in 8(a). They are eligible for ~SBA ·; ~ ~; 

management assistance until.~~the.- expiration 

of their fixed program participation. plans. '.. ·.·. --



RIGHTS TO 

SIZE APPEAL 

SUBCONTRACTS 

PLUS MBDA 

ASSISTANCE 

EXPERIENCE OF FIRMS 

IN 8(A) 

.; 

Any 8(a) firm determined to be "non-small" 

has the right to undertake a new size 

appeal (two. of the original "non-small" 

firms have done so and were subsequently 

ruled to be "small:" another 8(a) firm 

previously "small" was ruled to be 

"non-small.") 

SBA has encouraged other B(a) firms to use 

the experience and expertise of the 

"non-small" firms by .subcontracting wi-tb -.- _ 

them when possible. The "non-small" 

·companies will further benefit from a 

private analysis of their business baeds: 

this analysis was commissioned by SBA.- An 

SBA/Department of Commerce interagency c __ _ 

9 

agreement provides ·for possible government - - ._ 

assistance through the Minority Business 

Development Agency. - · 

It is pertinent to note that the 

21 8(a) contractors still classified as 

"non-small" have fared well over: the years: 
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21 FIRMS RECEIVED 

OVER $750 MILLION 

NEW CONTRACTS 

SINCE AUGUST 

ACCESS TO 8 (A) --·--

BY OTHER FIRMS 

Most of the 21 have been in the 

program since the early 1970s, and 

during their overall participation. 

(averaging 11 years) have received a 

total of about three quarters of a 

billion dollars worth of contracts. 

10 

Since the six-month special size 

standard went into effect last August 

17, the 23 companies have received ---

29 contracts worth about $17 million. 

As noted above, they can _continue to 

gain .new work on such contracts 

through options and modifications. 

The exit of these firms from the -8 (a) -_:_- :---:--. ;· 

program, of course, will help the entry _of -

other eligible small -minority ..;.owned ---'--: : ----_..:.-~--,. 

firms. Opening 8 (a) - to a - larger number--:-ef -

eligible entrepreneurs is only fairi and -

in accord with federal statutes and _SBA 

objectives. 
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NEW ENTRANTS 

A FAIR PRoGRAM 

FOR ALL 

SBA's goal is to certify at least 500 new 

participants by Spring, 1984. 

SBA is pleased with the progress -which has 

been made by many B(a) firms during their 

program .participation. However, in order 

to -stay within the mandate of the law and 

to make the wisest and most beneficial use 

of limited program resources, 8(a)'s 

primary aim must continue to be to provide 

a boost upward for the benefit of the . 

greater number of firms. 

11 



--· --· ___ ,,.:_,;.,_ -....:-.._.___ ... 

THE WHITE HOUSE 

WASHINGTON 

February 9, 1983 

SBA GRADUTING FIRMS 

1. Boone Young and Associates Inc. 
David O. Boone 

2. Dialog Systems Inc. 
Reginald L. Powe 

3. Uniworld Group Inc. 
Byron E. Lewis 

4. International Business Services Inc. 
Duke Green 

5. Systems & Applied Sciences 
Porter Bankhead 

6. Sterling Systems Inc. 
Robert Quinchett 

7. A. L. Nellum & Associates 
A. L. Nellum 

8. Rehab Group Inc. 
Richard Quigg 

9. Atlantic Personnel Servic~s Inc. 
Theodore N. Holmes 

10. J. w. K. International Corp. 
J. Kim 

11. Unified Industries 
Theodore Adams 

12. Raven Data Processing Inc. 
Raymond . A. Mott 

13. Systems Management American 
Herman E. Valentine 

14. Unified Services Inc 
Jerry Davis 

15. Th~cker Construction Co. 
Floyd Thacker 

16. J. & . J~ Maintenance Inc. 
James H. Lee Jr. 

17. ReGuard Security Service Inc. 
Albert L. Juniel Jr. 

18. Superior Engineering & Electronics Inc. 
Ralph Williams 

19. Washington Patrol Services Inc. 
James J. Washington 

20. P. & B. Services Inc. 
Harold J. x. Botley 

21. HighLife Helicopters Inc. 
Earl G. Reubel. 
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98TH CONGRESS H R 863 
lST SESSION • • 

To amend the Small Business Act. 

IN THE HOUSE OF REPRESENTATIVES 

JANUARY 25, 1983 

Mr. MITCHELL (for himself and Mr. AnDABBO) introduced the following bill; 
which was referred to the Committee on Small Business 

A BILL 
To amend the Small Business Act. 

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembkd, 

. 3 SECTION 1. Section 7Q)(lO)(A)(i) of the Small Business 

4 Act is amended to read as follows: 

5 · 
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"(i) assist" small business concerns participat-

mg in the program to develop comprehensive 

business plans with specific business targets, ob

jectives, and goals. Such targets, objectives and· 

goals shall be designed to result in the competi

tiveness of the small business co~cern by eliminat

ing those conditions or circumstances upon which 

' . ~-.-. 

-~ ~:-

. - . 
' . 

. . 
- • - ;i 

· .... _ .... - . ._:,.. ~ 



2365 Raybur;._ Hou1e Office Bulldlng 
Washington, D.C. 20515 

FROM CONGRESSMAN 

jQSEPH P. AD DAB BO 
225-3461 

6th C.D., N.Y·-------------
~·· FOR -I ;•ii IFDIATE RELEAS:!:: 

February 10, 19$3 

ADDABBO ASKS PRESIDEi-CT TO HALT ATTACK 0£1 i•IIi,mRITIES 

Congressman Joseph P. Adclabb<;>' (D-i:il. Y.) today ill'ged President 
Reagan to intervene personally befo~e his administration eliminates 
over one billion ~ollars in contrac~s to minority businesses and 
thousa.nds of minority-held jobs. : :' · 

The former Chairman of the' Subbonmitt~e·· 'on 'niriori ty Enterprise 
joined with national civil rights leaders '3.n1 with other rr:er:1b"ers of 
Congres s to decry the Small 3usines~ Administration's policies which 
Addabbo sai~ "took two decades of hard work to · achieve thro~gh the 
governmental process." The plea wa~ sent to the Presiient in the 
"form of a letter asking him to overrule new policies regarding manage
_ rnent of SBA's B(A) program. 

Congressman Addabbo charged that unless the Presi:ient responds 
inuoediately an estimated 434 minority companies will be forc~d out 
of the minority enterprise program over the next twelve months. 
Those 484 companies, the twelve term Congressman said , represent 
"26 ~· " of the minority owned companies in the program. Some thirty 
thousand jobs , 'nost of them held by members of minorities , ·would be 
lost in the resultant .bankruptcies, Congressman Addabbo declared. 

"This is a systematic effort to dismantle the federal effort to 
help minority enterprise in our country. r:nless President Reaaan acts 
immedi:-. "';~].y, his administration will be responsible for the economic 
slaughter of many of this nation ' s more successful minority businesses. •· 

SBA also inten1s to terminate 23 of the largest 3(A) companies 
from the program next Tue.sday. 

"These 23 firms provide 7500 jobs and if most of these companies 
are forced into bankruptcy by the termination of their participation in 
the program, the nation's minority ~nernployment n\lll'hers will skyrocket. 
Instead of providing assistance to .companies providing jobs, the 
government will be paying unemp~oyn\.ent benefits to people who have lost 
their jobs because of the administration,:: the lawmaker said. 

The problem has occurred as a · result of new policies regarding 
management of the D(A) program and authority used by sgA to award 
federal contracts to minority owned firms on sole source, negotiated 
basis. Last year the government awarded $1.8 billion in 8(~; contracts. 

The new policies imposed by the present ~dministration fix the 
number~ of ye3.rs that .a minority f'irrn maY_ participate in the program. 

"The most outrageous ~art of this policy is that in the nation's 
period of high inflation rates there ha~ been no adjus~ment in the 
amount of business these co"mpan!.es ban do before they are forced out. 
The 23 firms being kicked out of the program next ~eek are being 
removed because their business volume pas risen over arbitrary limits 
that have not been adjusted even t hough the y were set in 1975 before 
inf lation skyrocketed , 11 A:ldab~o complained . Congressman Addabbo and 
c ivil right s lea ders calle1 upon the Pres ident to o rder SBA to either 
re j ect the new policies or modify t hem before "irreparable har~ to the 
minori t y busines s moveMent is done .~ 



ST~-~f'r !E'l":~ OF 'P.EPRF.S:r.'!1'!'A'!'IV~ JOSE PI~ P. ADl"'ABBO 

February l~, 1983 

The s~all Business Ac~inistration (SBA) is maKin0 history. nut, it 
is a history which ti.1is Nation nust view with sh.1.me. It has broken a 13-
year commitment to assist ninority business; it has 11.eliberately withheld 
from Hinori ty finus Congressionu.lly approvec1. funds , it has violated st;i.tu
tory intent; it has placed arhitrary and nrtifici~l ~arriers on its programs; 
:1.nd now it s~eks to suM.~arily force out of the 8(a.) Program 507 firl'!'?s, 
accountina for at least $1 billion in federal contr~cts an0 over 30,000 jobs. 

The record is clear: 

(1) In fiscal year 19<'.)l, Sl>A awardec:l. $1.9 billion in 8(a) contracts. 
In fiscal year 1912, ~l.~ hillion w~s ~ward~~ -- a decrease of 
$100 million and the first time in t~1e 13-year history of the 
pronram that R(a) contracts did not excee<l the previous year 
total. 

(2) P.L. 96-~81, sicrned in October of 1980, required SBA to neqotiate 
a graduation date with each S(a) firrr . . Unrfer law, this r1ate 
represents the tiwe when an q(a) firm s~ould be comnetitive. 
SBA, however, electer_ to "rewrite 11

. tbis law in its reaulations 
by assignin9 a fixen nuJ11.ber of years (hetween 1 and sf to each 
firM. Hh~n a firm . reaches its oarticination term, the requlations 
provide that it will be forced from the proqram reqardless of 
whether or not it is competitive. '!!. total of 48~ firms will 
reach their narticipation dates over the next 13 months. :,any 
are not ready to coMpete in an unsheltered m?.rket. These firms 
account for over $1 billion in B(a) sales and 30,000 job~. 

(3) In addition to these An4 firms, SBA will force 23 of the larqest 
firms fro!n the program on February 15, 1?83. These fir!"ls have 
exceeded SBA's small size standards. nut, t~ese standaras -
most of w~ich are based on gross receipts -- are e years old 
anf have never been adjusted for inflation. These 23 firms, 
alone, account for $250-300 Million in B(a) sales and 7,500 jo~s. 

(1) In fiscal year 1982, Con~ress apnropriate~ ~20,000,000 ~or busi
ness develop~ent funds for 8(a) firms. SBA, 3owever, only 
obligated ~E.2 million, or 31%. 

(5) In fiscal y~ar 1981, Conoress anprooriatP.d Sl0,000,00n for 
management assistance for disadvantage<l firms -- SBA. only obli
gated $4.3 million, or 43%. In fiscal year 19~2, Conqress · 
appropriated another Sl~,ooo,~no for thes~ progra~s; this ti~e 
SBA obligated only $5.8 million, or Sn%. 

(6) In fiscal year 19~2, SBA man.e or partici?ated in only ?,5?.l 
minority business loans for a total value of $216.2 million. 
This is a decrease of ~2% in the nurher of loans and ~g~ in 
the dollar value of loans froro fiscal year 19~1 totals. In 
addition, the fiscal 1982 number of loans is the lowest number 
of loans total since the 1960's, and the dollar total, the 
lowest since lq75 -- if we make no adjustment for inflation. 
At the end of fiscal 1982, SBA had a direct loan surplus of 
$39 million and a surplus of over $1. 2 billion in cruarantee 
authority. 
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(7) S~' ~as placed an artificial and, in my oninion, an illeqal 
limitation on its certificate of comp~tency (COC) proqram. 
Under this proar.:im, a small firrr who is low ":>idc1er on a fec'!eral 
contract has an automatic right of a!"lnea l to SilA if the f'.ederal 
buyincr aqency finds that small ~usinesc; to be R non-~es"'."1onsihle 
bidder. SBA has recently issuer'! a regulation w~ich no lonq~r . 
makes this anneal automatic if the cnntr~ct v~lue is un1er - ~ln.n~~. 
~-, f . . ] 1 . . t f. t f t t . +-h . ,- nny o .. our sma . m1nor1 v i.rM.s comp~ e .or co!l rac s in -· a-t: 
collar ran0e -- ~ut now, hecause of f-; PA's arbitrary rulP., t~ese 
firrr.s will he suhiected to the whirs of :f.e-~eral buyincr o-!=f.ice.rs 
and may be ~enied contracts on such <'.!rounds as l~cl{ o~ " intP.qrity, 
perseverance, and tenacity." 

The Presi<lent must step in to prevent this slaunhter o f rrinoritv 
~usiness programs. His commitment to ~inority ~usiness -- to our rninnritv 
communities -- must be ineasured ~y how he responc.s to this crisis. -

Aside from !'1-Y position as senior ::ember of t he Com!T!i ttee on S:rna ll 
Business, I also chair the Subcommittee on Defense ~~propriations. This 
.'1\.dministration has expended a great deal of time , rooney, ancl · effort on 
defense. I can only hope that it will finally s ~1ow this same depth of 
concern over what it is we are defending. 



-.. ..... (1) In fiscal year i:.;1, SL,\ awnrderl Sl.9 billion in e(a) contracts. 
In ·fisc .'1·1 ve::ir ]~ '1 2 , ~l.~ hillion ,:Ji'!S <"War<lP.~ a rlecrease of 
$1~0 )"(1illion anrJ tj\p first tiJTle in t~1e 13-year history of the 
prooram that Q(a) contracts 0id not exccen the previous year 
total. 

(2) P.L. ~~-131, sianP.<l in October of 1980, required SBA to neqotiate 
a graduation ..late ,,~ith each q (a) firJT.. Unr'ler law, this rlat~ 
represents the tir.ie when an q(a) firm s'!iould be comnetitive. 
SD.A, however, electe~ to "rewrite" tl~is law in its regulations 
by assignins a fixeri nurrir.er of years (hetween 1 and 5) to each 
f irrTt. HhE=m a f irlTI reache.s its partici!>n.tion term, tl-ie regulations 
provide that it \lill be forced frolT' the proqrare reqardless of 
wnether or not it is comoetitive. ~ total of 4St; firms will 
reach their narticipation dates over the next 13 months. !~any 
are not ready to coMpete in an unsheltered mnrket. These firms 
account for over ~ 1 billion in 8 (.a) . sales and 3'), 000 job!;. 

(3) In addition to these ·"~'- fir:ms, S~.7'. will force 23 of the larqest 
firms from the progra'Tfl on February 15, l~f.:3. These fir!'ls have 
exceedec SBA's small size standards. nut, t~ese standards .-
most of w'.1ich are h.ased on gross receipts -- are e years old 
anr. have never been a~juste0 for inflation. ·These 23 firms, 
alone, .account for $250-300 Million in 8 (a) sales and 7 ,500 jo~s. 

(1) In fiscal year 1982, . Con~ress anoropriated ~20,000,000 ~or busi
ness development funds for 8(a) firm~. SBA, ~owever, only 
obligated t6.2 million, or 31%~ 

(5) In fi$c~l year 1901, Concress doprotiriat~d ~10,000,~0n for 
management assi3tance for dis~dvantagea firns -- SBA only obli
gated $·1. 3 million, or ~3~. In f.iscill year 19~2, Conqress 
appropriated another ~l~,ono,ooo for thes~ progra~s: this ti~e 
SBA obligated only $5.~ mill~on, or Sn~. 

(6) In fiscal year l~q2, SBA mane or participated in only ?,5~1 
minority business loans for a totnl value of $216.?. million. 
This is a decrease of 52% in the nurl-\er of loans and '1- f!~ ·in 
the <lollar value of loans fro~ fiscal year 1981 totals. In 
addition, the fiscal 1982 number of loans is the lowest number 
of loans total since the 1960's, and the dollar total, the 
lowest since lq75 -- if we make no adjustment f.or in~lation. 
At the end of fiscal 1~82, SB~ had a direct ·1oan surplus of · 
$39 million and a surplus of ' over $1.2 biilion in auarantee 
authority_. 

(7) S~ "' .. ~as olac0ri '3.n ;:irtifici ;". l an:l, in .,,,v oninion, an illf>gal 
li;.;i tat ion on its certif ic<ite of 'comp~tency (COC) r>roqram. 
Under t~1is r.rorrr'ir·~, a ~mall firrr. who is 101·1 ':>ldc1.er on a fenP.ral 
contract has c?.n nn"":n1"'atic ricfht of arme::il to sn_r. if t~e f'.ederal 
huyincr af'Tenc~l fin !s thrit ·snail }"lusinPsc; to he r\ non-=-es".°'onsil-.le 
bidder. SBn h2s recently issue~ a requlation \~ich no lonq~r 
makes this a~~Eal autnT.atic if th~ contr~ct V?lue is un~Pr ~1~,n,~. 
~~ny of our small ~inoritv fir~s co~p~te ~or co~tracts in tha~ 
dollar ranne -- ~ut now, l:'lecause of r-:r?l. ' c; arbitrary ruJ"'°, t""iese -
firrr:s will re suhie-cta <1 to the whi;-:is nf fe·"'eral buyiT'lCT o~fice.rs 
and ~ay be ~eniea contracts on such urounds as l~c~ o~ · intPqritv, 
perseverance, ~n<l ten~city. ~ 



-. 

Current Developments: 

. In fiscal year 1981, of the $~.2 billion of Federal contracts 
received by minority business, $1.9 billion or over ~5% were awarded 
under the 8(a) program. In that fiscal year, total Federal purchases 
exceeded $120 billion . 

. In fiscal year 1982, 8(a) contract awards amounted to $1.8 
billion. This wa·s the first time in the 13-year history of the program 

· that 8(a) contracts did not exceed the previous year's total. Statistics 
on total federal purchases during fiscal year 1982 are not yet available . 

. At least ~84 section 8(a) firms will be forced from the program 
between April of 1983 and April of 1984 if administrative or legislative 
relief is not forthcoming. There are presently about 1 ., 900 firms in 
th~ program. Preliminary estimates indicate that these 484 firms employ 
over 30,000 workers · -- many of whom are minority -- and accounted for 
over $1 billion in 8(a) sales during fiscal year 1983 . 

. An additional 23 section 8(a) firms -- the largest firms in the 
portfolio -- will be forced out of the program on February 15, 1983. 
These firms received over $250 million in 8(a) contracts during fiscal 

· year 1 981 and presently employ over 7,500 workers. On February 15, 
these 23 firms will exceed SBA's definition of a "small business'' and, 
therefore, will be found ineligible for the award of additional con
tracts. When this problem first surfaced in August of 1982, SBA 
publ ished a new rule providing an increased size standard for 8(a) 
firms. The new rule allowed these firms to continue in the program 
for an additional 180 days. The rule expires on February 15, and SBA 
has refused to extend it any further . 

. - Size standards for most of the 23 firms are based on their gross 
receipts. ·These standards include section 8 (a) contract awards and, 
further, have never been adjusted for inflation. The gross receipts 
standards were first issued in 1975. 



COMPARISON OF ALL SBA BUSINESS LOANS TO MINORITY BUSINESS 

LOANS IN CURRENT AND CONSTANT DOLLARS (1975-1982) 

Dollar Amount Dollar Amount Dollar Amount 
All Loans Minority Business Loan s All Loans Minor i ty Business Loans 

Number of All Number of (current dollars) (current dollars) ( 1972 dol lars) ( 19 72 dollars ) 
Business Loans Minority Business Loans (billions) (billions) (billions) (billions) 

1975 22,155 5,359 1.4 . 21 1. 2 . 17 

1976 26,078 5,533 2.1 . 2 7 1.6 . 2 0 

1977 31,793 6,148 3.0 .35 2.2 . 2 5 

1978 31,727 6,118 2.9 .37 2. 0 . 2 5 

1979 30,176 5,517 3.0 .39 1. 9 . 2 4 

1980 31,674 6,049 3.4 . 4 3 1. 9 .25 

1981 28,740 5,240 3.2 . 42 1. 7 .22 

1982 15,435 2,521 1. 8 .22 .8 8 .11 


