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July 26, 1995 
LEESBURG, VIRGINIA 22075-2721 

Via Facsimile and Messenger 

Honorable Alexis M. Herman 
Assistant to the President and 
Director, Public Liaison 
The White House 
725 17th Street, N.W., Room Gl 
Washington, D.C. 20500 

Re: Meetings with Minority Business Leaders 

Dear Alexis: 

Congratulations to the President, you and the entire White House staff on the 
President's exceptional July 19th speech. 

This is to follow up on our telephone conversation yesterday afternoon. 
Enclosed is a copy of the letter Mel Clark, Bob Johson, et al., and I sent to a number 
of minority business leaders, inviting them to a series of meetings on Capital Hill. We 
anticipate at least fifty (50) people will attend the two scheduled sessions with House 
Minority Leader Gephardt and Senator Tom Harkin. Both Messrs. Gephardt and 
Harkin have stated that they plan to bring other members of the House and Senate 
Democratic Leadership to meet with the minority business people to discuss strategies 
to protect their interests against serious threats in the Congress. 

Per our discussion, we recommend that you invite this group to meet with you 
and other Administration officials at the White House for a briefing on the President's 
plans resulting from his superb policy speech in support of Affirmative Action and 
Federal minority business programs. 

Also enclosed is an "advance copy" of an article I authored in the July/August 
issue of Minority Business Entrepreneur ("MBE'') Magazine, to be published in the 
next few days. The article addresses the impact of the Supreme Court's Adarand 
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decision and praises President Clinton for his courageous and forceful moral 
leadership of the Nation on the Affirmative Action issue. 

In response to Ben Johnson's recent request for ways to support the President in 
getting his message to the minority and female communities, I would like to follow up 
on our discussion as relates to scheduling an interview with the President by me, for 
the September/Octoner issue of MBE Magazine. That issue has the largest circulation 
(approximately 100,000), including distribution to all participants in the Minority 
Enterprise Development ("MED") Week conference, which as you know is a major 
initiative of the Small Business Administration ("SBA") and the Commerce 
Department's Minority Business Development Agency during the third week of 
September. Enclosed are copies of my interviews with senior Clinton Administration 
officials: Secretary O'Leary; then SBA Administrator Erskine Bowles; and the three 
top appointed officials at the General Services Administration. 

Don Fowler supports the idea of the interview, which will complement 
minority and female efforts on behalf of the Democratic National Committee. Please 
advise me how we should finalize the logistical details for the interview. I would be 
happy to provide written questions prior to the interview and the actual personal 
interview with President Clinton should take no longer than fifteen ( 15) to twenty (20) 
minutes. 

I look forward to hearing from you and hope that a White House briefing can 
be arranged for August 2nd to take place prior to the Congressional meetings. 
Additionally, I would like to schedule the interview with President Clinton in time to 
make the deadline for the September/October issue of MBE Magazine. I am hopeful 
these suggestions will support your excellent efforts on behalf of the minority and 
female business communities. 

Best regards, 

.. k2~ 
Enclosures 
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cc: Honorable Donald L. Fowler 
Honorable George R. Stephanopoulos 
Honorable Benjamin Johnson 



URGENT MESSAGE 

AUGUST 2, 1995 

MINORITY BUSINESS 
CONGRESSIONAL MEETINGS 

July 18, 1995 

Re: Congressional Action on Minority Business Issues 

Dear Minority Business Leader: 

Make no mistake, minority business is under unprecedented attack! 

As you are aware, there has been great turmoil in the minority business 
community as a result of the ongoing attacks on Affirmative Action and Minority 
Business Set-aside Programs in both Houses of Congress (particularly by Republican 
Senators who are also Presidential candidates, as well as from a few overly aggressive 
House members). This situation has been exacerbated since the Supreme Court 
decision to hear Adarand v. Pena, which was finally decided on June 12th. 

As we all know, minority business enterprises (MBEs) have a very positive 
story to tell -- MB Es create jobs, generate taxes, hire minorities and women, provide 
business innovations, combat crime and urban unrest, and aid America in achieving 
international competitiveness through the diversity of their workforce! 

It is crucial that minority business CEOs, such as you, establish strong ties and 
regular communication with supportive Members of Congress to advise them of your 
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concerns and assist them in formulating responses to the opponents of minority 
business -- based on the record of minority accomplishment. 

Congressman Richard A. Gephardt (D-Missouri), Minority Leader of the 
U.S. House of Representatives is such a staunch supporter (see enclosed copy of a 
March 14, 1995 Washington Post article). In recent discussions, Mr. Gephardt 
expressed his strong desire to meet with minority business CEO's and begin to 
discuss a strategy to defend programs crucial to the success of minority business. 
Minority Leader Gephardt suggested a meeting with prominent minority business 
leaders to commence a dialogue on the issues and develop action plans to counter the 
constant attacks on the minority community -- which Mr. Gephardt recognizes as a 
growing positive economic force in our Nation. 

The undersigned Ad Hoc group is responding to Minority Leader Gephardt's 
kind offer by sponsoring a reception on Wednesday, August 2, 1995, in Room 
H204 of the U.S. Capitol Building from 6:30 p.m. to 8:00 p.m., where the Minority 
Leader will discuss these critical issues in an "off the record" meeting with a select 
group of minority business CEO's. 

Additionally, Senator Thomas Harkin (D-Iowa), upon hearing of the 
Gephardt initiative, volunteered to participate and recruit other key members of the 
Senate to meet with the group and brief us on efforts to protect our interests and to 
solicit our input. The effort in the Senate is vitally important in light of the 
announcement, reported in the July 13th, Bureau of National Affairs, Daily Report for 
Executives, that Senator Philip Gramm (R-Texas) and Congressman Gary Franks 
(R-Conn) plan to place amendments in every appropriations bill prohibiting the use of 
Federal funds for Affirmative Action and Minority Business programs by any Federal 
Department, Agency or instrumentality. 

Senator Harkin has offered to host a separate meeting where he can meet the 
group and discuss these issues with emphasis on U.S. Senate action on behalf of 
minority businesses. Senator Harkin's meeting will be from 3:30 p.m. to 5:30 p.m. 
in Room 192 of the Dirksen Senate Office Building, also on Wednesday, August 
2, 1995. The Senator will be joined by other key Senators he is inviting. 

We are discussing these issues with other leaders in Congress and in the 
Administration, and hope to arrange additional meetings earlier in the day. Due to 
planning requirements and space limitations we must request a firm RSVP no later 
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than c.o.b., Wednesday, July 26th. Please call Ms. Jetta Lloyd at 202-663-8~ l 0 to 
('.Ontinn you participation at these vitally important meetings! 

With Best Regards. 

. . f ! ' ,' I 

~ I,·~· J_. /,,-i; -~;:~:;z -- ---
Robert L. Toh11SOr: > 
Chainnan and CEO 
Black Entertainment Television 

Warren M. Thompson 
,.; 

President and CEO 
Thompson Hospitality. L.P. 

Senior Partner 

~' 

:/AV 
Mel vi~ 
President and CEO 
Metroplex Corporation 

~~vl»rrt 
Mananne C. Spraggins 

Investment Banker 
and Counselor 

Shaw, Pittman, Potts & Trowbridge 

10~030-01, DOCSDCI 
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1 Line in the Sand 
The Adorand decision is a serious disappointment­

to the foes of minority business development 

programs. 

By Weldon H. Latham 

he Supreme 
Court':ii Adarflnd v. 
Prna decision on 
Junl:' 12 brings both 
good and bad 
news. 

l=irst the good 
news: opponents of affirmative acr 
tion contracting programs who were 
confident that Adarand would sound 
the death knell for all race- and gend;!r· 
coMcious pmgrams did not get their wish. 
Even in this conservative Court, seven ot the 
nine ju~tices rejected the notion that 3<l year~ 
has be1tn enough time for government to re· 
dre:s~ the exchifion of minorities and 
women from the nation':; economic main­
stream. In writing for the majority, Justice 
Saridra Day O'Connor made this clear when 
~he stated that ''the unhappy persi9tence of 
both the practice and the lingering effec~ 
of racial discrimincttion against minority 
groups in thi~ country is an unfortunate 
reality, and gov~mment is not disquali· 
fi~ from acting in response to it." 

Onlv Justices Antonin Scalia 11nd 
' Clarence Thomas, who wrote separate 

opinivns concurring with the majority 

P.01 
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Adarand v. Pena: a Summary 

On ~une 12, 1995, the U.S. Supreme Court handed down its much· 
awa~ed decision in the case of Adarand v. Pena. Aoarana involved 

a wh1te·ma1e owned guardrail subcontractor that in 1990 sued 
Colorado's Department of Transportation (DoT) for "reverse discrimina· 
!ion" after :osing out as the low bidder on a subcontract to a slightly 
higher-bidding minority contractor. 

TO 

Two lower courts had upheld the Colorado Dors 10 percent DBE goal 
and a special i:icentive that paid a bonus to prime contractors meeting or 
exceedirig the goal. (In this case. the prime received a $10,000 bonus.) 

The following represents the crux of the decision: 
•The Supreme Court did not find any federal program purporting to 

assist miriOiity contractors unconstrtutional. It merely extended to federal 
programs the strict scrutiny standard already applied to state and local 
government minority business utilization programs since the Richmond v. 
Croson decision in 1989. 

•The only issue in the Adara.ndcase was the awarding of bonus dollars 
to priMe cont•actors that exceeded DBE subcontracting goals. However, 
the Court did !'lot 1ind that practice unconsti1utional. Rather, ~sent back 
the case to the lower court to determine whether the subcontract com­
pensa1ion clause was ccristitutional utilizing the strict scrutiny standard 
rather than tMt of intermediate scrutiny. 

•The Court did not siJggest that the strict scrutiny standard could not be 
met for federal government minority business utilization programs. To the 
contrary, the majority opinion states that: "we wish to dispel the notion 
that strict scrutiny is 'strict in theory, but fatal in tact.' ... 

Wtien race-based action Is necessary to further a compelling interest. 
such action 's within constitutional constraints if it satisfies the 'narrow 
tailoring' test this Court has set out In previous cases: 

•There is a real issue of whether the programs discussed are race­
based at all. This will have to be reviewed at length and decided in the 
first instanc13 by the lower courts. 

The Adarand decisiot"I is a far cry from ruling that any federal program 
assisting minority and women owned businesses is unconstitutional. It 
merely makes 1he justification more ditticutt-assuming the particular 
program is race·based in the first place. 

Until further direction on this issue comes from Congress, the Presi­
dent or the courts, tederal agencies will presumably proceed with their 
respective SDB programs as they presently stand, since none of them 
have been deemed unconstitutional by any cot1rt utilizing any standard of 
review. 

edieil to be used to wipe out dj$­
crirnination in the marketplace. 
(Ironic, bn't it that but for alfir­
math·~ action Thomas would not 
be writing opinion~ oppo~ing it.) 

What, then, is the bad news? 
Affirmative action programs are 
undergoing a period of unprec­
edented attack from their tradi­
tional allies: the fede1nl courts 
dnd the Congress. During th~ 1 Z 
yetlfo;. of the Reag.:in/Bush admin-

By Ralph C. Thomas Ill 

istrations, affirmative action and 
minority business program~ were 
regarded with open hostility. Yet 
Reagan's failure to eliminate af­
firmativ~ action was due, in no 
small part, to opposition from a 
number of major U-5. corpora­
tions, which were beginning to 
und~ri;tand the value of Wl'tk· 
place diveuity and accepted af­
firmative action as a r~asonable 
m€ans of correcting put and con-

F.82 

tinuing discrimination, Al:io dur· 
ing that period, the Congres:; en­
acted :;ev~ral minority and 
women business pn)gram:; (bt'· 
~inning with PubJic Law 95·507 
in 1978), which codified the Small 
Business Administration's 8(a) 
program and implemented con­
trl'lcting goals for disadvantaged 
business enterprises at the De­
partments of Defense, Energy 
and Trani;portation, as well as 
the National Aeronautic:; and 
Space Administration, Environ­
m~ntal Protection Agency and 
the Agency for International 
Development. 
~tween 1980 and 1990, the Su­

preme Court handed down three 
deci!Oions that upheld Congress' 
authority to establish race-con· 
scious contracting goals in fe<ler· 
ally fu.nded public works 
projects. In Fullilove v. Klutznick 
(1980), the high Court affirmed 
the comtitutionallty of the De­
partment of Tran;portation's 10 
percent DBE goal on federal 
highway and transit contracts. In 
the 198Y Richmond u. Creson dl!Ci­
sion, the Court deferred to Con­
gress' wider latitude than states 
and municipalities in establish­
ing race-based remedial pro­
grams. And in Metro Broadcastin~ 
v. FCC (1990), the Court upheld 3 
Fied~ral Communications Com­
mis8ion policy that granted cer· 
tain race and gend~r preferences 
in bidding for broadca!ft licenses 
as a way to increase the diversity 
of ownership of the nation'~ air­
waves. 

The Adarand decision has 
changed all that. With this 
decision, the Court has 

drawn a line in the :;and. On one 
side, it supports the continued use 
of federal race-conscious pro· 
grams to redress past and continu­
ing discrimination as long as those 
programs meet the same stric:t 
'crutlny standard the Court re-
9_uired of local governments in 
Croson. The Adara"d decision effec:­
t:ively guts Klutznick which held 
that federal racial dassificatioru be 
subject to less rigorous standards. 
On the other ~ide, the Court has 
clearly articulated that the goal of 
diven.ity is net a compelling ~ov­
emmental interest and cannot be 
used h' ju~tify race-conscious pro-
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_1.>T-"ms-a notion it hild previously 
supported in .t'vlC'tro. 

The Adarand dl'cision. hr.w­
e\·er, bt-lies tht? irr<ttional argu­
ments of the few Republican 
membi:rs of Congrl'ss · 

TO 

gressman Charles Cantt.dy (R· 
Florida) ho 1mnounc~d his inten­
tion:> to introduce ~imilar 
legislation. House Small Business 
Committee Chair Jan Meyers (R· 

;JELI::O~J LATHAM 

hiwe tCl b~come a "wedge issue" 
dividing Republicans and Demo­
crats. Thankfully, not all Republi· 
cans support the anti-affirmative 
action rhetoric of their col-

leagues. During a recent 
who have mounted a 
vicilius attack again:;t 
30 years of progress 
tow a rd economic 
equality for minPrities 
and women. Two 
cor pr~~idential 
hopduls-S~na tors 
Rlibert Dole of Kan~11~ 
and Phil Gramm of 
Texas-hftve sev~rely 
undumined their 
credibility in their 

''Strict scrutiny is the proper 
standard for analysis of all racial 
classifications, whether imposed 
by a federal, state or local 
actor.'' 

Senate debate, for in· 
stMlce, Senator William 
Cohen (R-Matne) spoke 
out in favor of an FCC 
policy that granted ta>< 
breaks to broadcai1t 
owner:> who sold their 
I icenses tu minorities 
and women. Suggesting 
that Am~rica's laws are 
colorblind, said Cohen, 

campai~rn to end afiiP:· 
mative action by 
claiming their goal is a 
"colorblind" society. 
Joining their rl'lnks is Republican 
Senator Je~se Helms of North 
Carolina, who has introduced 
two bilb (S.318 and 5.497) that 
would prohibit the use of race 
dnd gt'nder a;; remedial criteria in 
employment and government 
contracting. Jn the Hou~e, Con-

-Sandra Day O'Connor, writing 

tor the majority in Adarand 

"is a pr~posterous 
notion .... any ihort·term 
political success gained 
from eliminating affir· 
mative action ls going to 

Kansas) has proposed eliminat­
ing the SBA's B(a) program with­
out any inv~stigath,n into th~ 
numerous economic benefits for 
the nation which th~ program has 
accrued in tenns (lf job creation 
and tax generation. 

Affirmative action does not 

prove to be a long·term 
policy disaster." (Congress ulti· 
mately passed a bill eliminating 
the FCC tax break which Presi­
dent Clinton signed into law in 
March), 

Given the extensive documen· 
tation that already exists of past 
and on-going discrimination in 
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tht'I rnuntry, the strict scrutiny 
:;tctndi'rd the Supn:!me Court is 
now requiring d congres~ionally 
mandated rac~-conscious pro· 
gram~ :;;h(1uld not be, difficul~ to 
meet. Pre~ident Clinton first 
mc\de thi~ point in hi~ :>tatement 
shortlv after the Adarand decisitm 
wa8 announc~d. "Despite great 
progress," he said, "di~crimirui.· 
tion and ~xclusion (in the basis of 
race and gender are still fact:> l'f 
life in America ... The Supreme 
C(•urt has rai:>t!d the hurdle, but 
it b nl1t in:;urmountable ... We 
know that from the experience of 
state and local glivernments 
which have operated und!ii!r the 
tougher standard for :.;ome yeare 
now ... [se~ accompanying side­
bar] 

The President has be~n to 
take control of a debate 
that :::hould not be toler­

ated in Am~ica in 1995. On July 
19, a~ainst the backdrop of the 
Declaration of Independence, the 
Constitutil'n and the Bill of 
Rights in the National Archives 
Rotunda, the rresident delivered 
an extremely powerful speech to 
all Am1t.ricans about why affir­
mative action programs are still 
needed. In moving and compel· 
ling language, he explained that 
affirmative action has not been 
th~ cause of economic problems 
in any segment of our society, 
and it8 elimination would ben­
efit no one. 

"We should r~affirm the prin· 
ciple of affirmative action and fix 
the practice8," he stated. "We 
hav+: a simple slogan: Mend it, 
but don't end it.'' The President 
took the high moral road-opting 
for fairness over dlvisiv~ness, 
and principle over political expe­
diency. 

The Supreme Court deei>ion in 
Adarand has ironicalJv vindicated 
the President's decision to studv 
affirmative action program

0

!! 

before asserting his policy, since 
A.dartind u.ltim11tely requires the 
very process the President has di­
rected. 

Even affirmative action foes in 
Congress may, in fact, be starting 
to realize the political Cl)sts of 
their callt'U::> as:>ault. A recent 
Washinr,_ton Times article, head­
lined 'COP Brilke~ on Affirma-

TO 

President Bil! Clinton responded to 
the Adarand decision in a written 
statement issued on June 13, the 
day after the Supreme Court handed 
down its ruling. 1-iere is the full text of 
his statement: 

T he Supreme Court's decision 
sets a new legal s1andard for 

j1Jdging affirmative action, but It must 
not set us back in our fight to end 
discrimination and create equal 
opportunity for all. 

Despite great progress, discrimi· 
nation and exclusion on the basis of 
race and gender are still tacts oi life 
in America. I have always believed 
that affirmative oction is needed to 
remedy discrimination and to create 
a more inclusive society that truly 
provides equal opportunity. Bu1 l 
have also said that affirmative action 

WELDrn~ LHTYHM F.04 

must be carefully justWied and must be done the right way. The Court's 
opinion in Adarand is not inconsistent with that view. 

It is regrettable that already. with the ink barely dry, many are using tne 
Court's opinion as a reason to abandon that fight. Exaggerated claims 
about tl'le end of affirmative action-whether in celebration or dismay~o 
not serve the interest all of us have in a responsible national conversation 
about how to move forward together and create equal opportunity. 

The Supreme Court has raised the hurdle, but it is not insurmountable. 
Make no mistake: the Court has approved affirmative action that is 
narrowly tailored to achieve a compelling iriterest. The constitutional test 
is now tougher than it was, but I am cont ident that the test can be met :n 
many cases. We know that from the experience of state and local govern­
men!s, which have operated under the tougher standard for some years 
now. 

Some weeks ago, I directed my staff conducting the review of federal 
affirmative action programs to ask agencies a number of probing Questions 
about programs that make race or sex a condttion of eligibility tor any kind 
of benefit. What, co~retely, is the just~ication for this particular program? 
Have race and gender-neutral alternatives beer. considered? Is the pro· 
gram flexible? Does it avoid quotas, in theory and in practice? Is it transi· 
tional and temporary? Is it narrowly drawn? Is it balanced, so that it avoios 
concentrating Its benefits and its costs? These are tough questions, but 
they are 1he right policy questions and they need answers. 

l have instructed the team conducting the Administration's affirmative 
action review to include an analysis of the Adarand decision and its implica· 
tions in their report. 
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Adarand and Gender itv and women's business orga.ni· 
zations th<tt their long-~tanding 
!!luppt)rt rests on how he ad­
dresses affirmative action. Reac­
tion to hi~ speech from these 
gwups has been universally fa­
vorable. 

L IKE THE SUPREME COURT'S 1989 CROSON DECISION. ADARANO 
barely mentions gender. Women are mentioned only twice-and only 

brie11y-in the majority opinion: in O'Connor's review of the Small Business 
Act's oef;nition of a "socially and economically disadvantaged individual" the 
DoT uses and to which non-minority women were added in 1987; and in re· 
g:i.rd to a 1973 sex discrimination suit concerning eQual protection standards 
put ~or.h in prew'ious court decisions. Women aren't mentioned again until 
Justice Jo~n Paul Steven's dissent, in which he ooints out the Court's incon· 
sistency in approaching race and gender discrimination. 

FM the minority and Wl)M4tn 
business C{)mmunity, this is an 
important les$0n. When we make 
our voices. heard, both politicftl 
parties will be forced tl~ reassess 
their positions. It i~ time that we, 
too, !'tand tall for what we 
believe in as the President did­
by writing to our leader$ that 
Americans will overwhelming 
choose to defeat the foes of 
affirmative action. • 

Adarand. Stevens noted, will permit the federal government to "more easily 
enact affirmative-action progral'l'ls to remedy discrimination against women 
than it can ... [tor] African Americans-even though the primary purpose of the 
EqlJal Protection Clause was to end discrimination against the former slaves.' 
Stevens l'IOted another case in which strict scrutiny was applied to strike down 
the city of San Francisco's minority contracting goal but not its goal for 
women, which remained intact. 

tive Action Reform," reported 
that ~ome Hou:>e Republicans 
would like to put the 
issue on the "back 
burner" in order not to 
"alienate black voters 
thev want to woo dur­
ing the 1996 cam­
paign" -esp~cial ly 
those "who feel disen­
franchised from the 
Democratic party and 
who. as the black 
middle clas!> grows, 
share the conservative 
values that Republi· 
cans e:;puu.secl." 

Thus, it app~ar~ that 
i;umtt Rti:?pul>fions rec­
ognize that divisive 
race and gender·bitsed 
politic.- will surely 
baclcfi re. They are 
huring from black Re­
publicans who, it is ru· 
mor~, are mountil'lg a 
musive campaign to 
remind their elected 
officials that most Afri­
can Americans in the 
party disagree with the 
Dol~/Crilmm/ 
Canady /Frank.$ plat­
form. President 
Clinton alt10 ha:; been 
inundated with re­
minders from a host of 
civil dghti> and minor-

The Anti-Affirmative Action Crusade Continues 

CONGRESS IS READYING SEVERAL BILLS THAT WOULD CURTAIL EXISTING 
federal affirmative action programs. 

Congressman Charles Canady (A·Florida) has drafted the Civil Rights Act of 1995 
which would prevent the federal govemment from using race and gender as criteria in 
awarding federal jobs and contracts, or determinirtg eligibility for federal programs. 
Canady's bill would repeal 160 federal programs and regulations identHied by a recent 
Congress ion al Research Service report and nullify Executive Order 11246, authored by 
President Richard Nixon, which established the Office of Federal Contract Compliance. 

The bill would permit consideration of an individual's socio-economic status in affirma­
tive action efforts, and allow those who have suffered discrimination to seek damages 
and injunctive relief. The bill would also allow aid to Historically Black Colleges and Uni­
versities and grant certain exemptions for Native Americans. 

Canady, whO chairs the House Judiciary Subcommittee on the Constitution, says he 
plans to hold hearings on the impact of ~ace· 8Pd gender-conscious programs. 

Senate Majority Leader Bob Dole (A-Kansas} is expected to introduce the Senate 
counterpart to Canady's bill. Dole's bill is expected to oppose any use of quotas, set 
asides, timetables and goals based on race or gender, and bar the government from 
requiring companies to use race or gender·based hiring and promotion goals. 

Congressman Gary Franks (A-Connecticut), one of two African American Republi­
cans in Coriaress. will draft an amendment to bar set asides for minorities and women 
on each appropriations bill coming before the House starting with the nex1 fiscal year. 

TOTAL P.05 
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YJnJ~jaCJ!imUe and MessengttC 

Honrn~able Alexis M. Hennan 
As::;istant to the President and 
Director, Public Liaison 
The VVhite House 
725 17th Street, N.~V., Room Gl 
·wa~ih.ington, D.C. 20500 

Re: Meetings with Minority Business Leaders 

Dear Alexis: 

Congratulations to th4! President, you and the entire White House staff on the 
President's exceptional July l 9th speech. 

This is to follow up on our telephone conversation yesterday afternoon. 
Et11:losed is a copy of the letter Mel Clark, Bob Johson, et al., and I sent to a number 
of minority busine1;s leaders, inviting them to a series of meetings on Capital Hill. We 
antidpate at least fifty (50) peciple will attend the two scheduled sessions with House 
.l\.finority Leader Gephardt and Senator Tom Harkin. Both Messrs. Gephardt and 
Harkin have stated that they phm to bring other members of the House and Senate 
D~:mocratic Leadership to meel with the minority business people to discuss strategies 
to p:rotect their interests agad1nst serious threats in the Congress. 

I . Per our disc:ussion. we recommend that you invite this group to meet with you r I ' a~nd other Admini8tration offic.ials at the White House for a briefing on the President's 
I ~ plans resulting from his superb policy speech in support of Affirmative Action and 
\ F<:d.eral minority business programs. 

Also enclosed is an "advance copy" of an article I authored in the July I August 
'issue of Minority Business Entrepreneur (11MBE'? i\1agazine, to be published in the 
n1~xt few days. The article addresses the impact of the Supreme Court's Adarand 
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decision and praises President Clinton for his courageous and forceful moral 
leadership of the Nation on the~ Affirmative Action issue. 

In response to Ben Johns<m's recent request for ways to support the President in 
getting his message 1to the minority and female communities, I would like to follow up 
on our discussion as relates to scheduling an interview with the President by me. for 
the September/Octoner issue of A/BE ;\fagazine. That issue has the largest circulation 
(approximately 100,000), including distribution to all participants in the Minority 
Ente:rprise Development ("MED") Week conference, which as you know is a major 
inii:iative of the Small Business Administration ("SBA") and the Commerce 
Department's Minority Busim:ss Development Agency during the third week of 
Sept:ember. Enclosed are copies of my interviews with senior Clinton Administration 
oflici:ds: Secretary O'Leary~ th~:n SBA Administrator Erskine Bowles; and the three 
1:op appointed officials at the General Services Administration. 

Don Fowler supports the idea of the interview, which will complement 
minority and femalf: efforts on behalf of the Democratic National Committee. Please 
adv:1s,e me how we should finalize the logistical details for the interview. I would be 
happy to provide written questi<>ns prior to the interview and the actual personal 
in1enriew with Preslldent Clinton should take no longer than fifteen ( 15) to twenty (20) 
minutes. 

I look forward to hearing from you and hope that a White House briefing can 
be ar:ranged for August 2nd to take place prior to the Congressional meetings. 
Additionally, I would like to schedule the interview with President Clinton in time to 
rnak<~ the deadline for the September/October issue of MBE Magazine. I am hopeful 
these suggestions will suppmt your excellent efforts on behalf of the minority and 
female business communities. 

Best regards, 

.k2~ 
Endosures 
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.--------
URGENT MESSAGE 

AUGUST 2, 1995 

MllNORITY BUSINESS 
CONGRESSIONAL MEETINGS 

.............. 1 .............................. .... 

July 18, 1995 

Re: Cong:ressiooal Adion on Minority Business Issues 

Dt::ar Minority Business Leader: 

Make no mistake, mii'l•ority business is under unprecedented attack! 

As you are aware, the·re has been great turmoil in the minority business 
community as a result of the ongoing attacks on Affirmative Action and Minority 
Business Set-aside Programs in both Houses of Congress (particularly by Republican 
Senators who are also Presidt:ntial candidates, as well as from a few overly aggressive 
House members). This situation has been exacerbated ~inct: the Supreme Court 
decilsion to hear Adarandv .. Pen'a, which was finally decided on June 12th. 

As we all know. minority business enterprises (MBEs) have a very positive 
story to tell -- MB Es create jobs:~ generate taxes, hire minorities and women, provide 
bus.iness innovations, combat crime and urban unrest, and aid America in achieving 
intemational compe:titiveness through the diversity of their workforce! 

It is crucial that minority business CEOs, such as you, establish strong ties ;md 
regular communication with supportive Members of Congress to advise them of yotn 
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conc<~ms and assist them in fonnulating responses to the opponents of minority 
business -- based on the record of minority accomplishment. 

Congressman Richard A. Gephardt (D-Missouri), Minority Leader of the 
U.S. House of Representati\r1es is such a staunch supporter (see enclosed copy of a 
~'1ard1 14, 1995 Washington Post article). In recent discussions, Mr. Gephardt 
expri:ssed his strong desire to meet with minority business CEO's and begin to 
dlis~~uss a strategy to defend programs crucial to the success of minority business. 
Minority Leader Gephardt sug:gtsted a meeting with prominent minority business 
kaders to commence a dialogue on the issues and develop action plans to counter the 
constant attacks on ~he minorltty 1comrnunity -- which Mr. Gephardt recognizes as a 
growing positive economic force: in our Nation. 

The undersigned Ad Hoc group is responding to Minority Leader Gephardt's 
kind c1ffer by sponsioring a reception on Wednesday, August 2, 1995, in Room 
H21~4 of the U.S. Ca1pitol Buildi1ng from 6:30 p.m. to 8:00 p.m., where the Minority 
Leader will discuss these critic:al issues in an "off the record" meeting with a select 
group of minority business CEO's. 

Additionally~ Senator 'lrh·omas Harkin (D-Iowa), upon hearing of the 
Gephardt initiative, volunteerc~d to participate and recruit other key members of the 
Senate to meet with t:he group and brief us on efforts to protect our interests and to 
sc)lic:it our input. Th(: effort in th1e Senate is vitally important in light of the 
announcement, reported in tht: July 13th, Bureau of National Affairs, Daily Report for 
Execwives, that Senator Philip Gramm (R-Texas) and Congressman Gary Franks 
(R-Conn) plan to pla1~e amendments in every appropriations bill prohibiting the use of 
Federal funds for Affirmative Action and Minority Business programs by any Feder'11 
Department, Agency or instrume1ritality. 

Senator Harkin has offered to host a separate meeting where he can meet the 
group and discuss th~~e issues with emphasis on U.S. Senate action on behalf of 
minority businesses. Senator H~1rkin's meeting will be from 3:30 p.m. to 5:30 p.m. 
h11 F~onm 192 of the Dirksen Se111ate OMce Building, also on Wednesday, August 
2, I ~·~!;. The Senator will be joined by other key Senators he is inviting. 

We are discus!;ing these~ is!rnes with other leaders in Congress and in the 
Administration, and hope to runmge additional meetings earlier in the day. Due to 
planning requirements and spa.c;e limitations we must request a firm RSVP no later 
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than c.o.b., Wednesday, July 26tb. Please call Ms. Jetta Lloyd at 202-663-8410 to 
i::onfinn you panicipation at these vitally important meetings! 

With Best Regards. 

1,-. -~tl;i~t- ----
~- ·'~ oe::;:;:. ...., ---

R:ob~·nt L. ohnson ,.<" 
Cha.innan and CEO 
Black Entertainment Television 

0 

lh/// J'/ /;:-:­
-LJL,...;.J.!, , /f . K - ... 
W arr1:n M. Thompson· "°' 
Preside·nt and CEO 
Thompson Hospitality, L.P. 

Senior Partner 

Melvin E. Clar 
President and CEO 
Metroplex Corporation 

i~~r± 
Mananne C. Spraggins 

Investment Banker 
and Counselor 

Shaw. Pittman, Potts & Trowbridge 



Getting in Step 
A dynamic trio revamps the General Services 

Administration's commitment to small 

disadvantaged businesses. 

By Weldon H. Latham 

ecent months have 
seen more positive 
signals of a pro­
minority business 
Clinton Admin­
istration. 

Last September, President 
Clinton signed Executive Order 
12928, "Promoting Procurement 
with Small Businesses Owned 
and Controlled by Socially and 
Economically Disadvantaged 
Individuals." At the urging of the 
National Coalition of Minority 
Business and several other advo­
cacy groups, the President signed 
the long-awaited Order to 
reaffirm his Administration's 
commitment to so-called "disad­
vantaged" businesses. 

His action sends a strong mes­
sage to the federal bureaucracy 
that this Administration sup­
ports and endorses the objectives 
of minority business develop­
ment programs. It also pledges 
strong enforcement of existing 
laws that were often neglected by 
previous Administrations. With 
this Order in place, and Section 
7102 of the Federal Acquisition 
Streamlining Act of 1994 [see 
article on page 22], federal agen­
cies must reorganize and focus 
on realistic ways to increase fed­
eral contract awards to minority 
owned businesses. 

One agency that is taking the 
President's lead is the General 
Services Administration (GSA), 

MBE contributor Weldon H. Latham (second from right) with (left to right) 
GSA Associate Administrator Joan Parrot-Fonseca, Deputy Administrator 
Julia Stasch and Administrator Roger W. Johnson. 

headed by Roger W. Johnson. 
The 60-year-old Johnson, for­
merly CEO of Western Digital, is 
a Republican who crossed party 
lines to join the Clinton Admin­
istration because of its strong 
advocacy of high technology. 
Johnson's extensive background 
in the private sector also includes 
senior executive stints with 
Measurex, Memorex, the Singer 
Company and General Electric. 
As GSA Administrator, Johnson 
is attempting to apply the lessons 
of corporate America to govern­
ment: mainly, that providing cus-

tomers with better products at 
lower costs requires "down­
sizing" and "streamlining." 

GSA is a huge bureaucracy: it 
has more than 17,000 employees, 
an annual budget of $11.5 billion, 
and oversight for $61 billion of 
procurements for other federal 
agencies. GSA purchases every­
thing from office supplies, light 
fixtures, travel arrangements and 
architectural services to comput­
ers, modems, facsimile equip­
ment, software, pest control, 
trash removal and vehicles of all 
descriptions. 



Considering the breadth and 
volume of its procurements, it 
would not be unreasonable to ex­
pect the GSA to meet or well ex­
ceed its minority business goals. 
In fact, the opposite is true. 

In the past, GSA had a reputa­
tion ranging from extreme recal­
citrance to outright belligerence 
toward goals for minority owned 
businesses. In fact, in fiscal year 
1994 GSA failed to meet its 
minority business goal of 5.7 per­
cent, and was one of only a few 
agencies that did not achieve its 
8(a) goal. (Four others also fell 
short: Housing and Urban Devel­
opment, Justice, Labor and the 
Environmental Protection 
Agency.) A lack of commitment 
to its small business programs 
was evident: GSA managers were 
not held accountable for support­
ing the program or ensuring its 
success, and its minority busi­
ness customers received un­
focused and ineffectual assis­
tance at best. 

GSA Administrator Johnson 
has taken decisive action to re­
vamp the agency's functions that 
are responsible for SOB procure­
ment goals. This reorganization 
was highlighted at a recent day­
long forum which brought to­
gether GSA officials and more 
than 150 minority business own­
ers from across the country. Par­
ticipants learned that over the 
past six months, the GSA con­
vened an agency-wide task force 
to "reinvent" the agency's SOB 
program, and recently adopted 
guidelines similar to NASA's and 
the Department of Energy's SOB 
programs. It also amended its 
General Services Acquisition 
Regulation (GSAR) to strengthen 
its subcontracting programs and 
regulations, and has initiated 
special outreach efforts on vari­
ous GSA construction and reno­
vation projects. 

Crucial to the agency's reor­
ganization is the renaming and 
elevation of GSA's Office of 
Small and Disadvantaged Busi-

ness Utilization (OSDBU) Direc­
tor Joan Parrott-Fonseca to the 
rank of associate administrator. 
A seasoned former state and 
local official, Fonseca was previ­
ously director of the New York 
State Governor's Office of Minor­
ity and Women's Business Devel­
opment, and also served as 
director of equal opportunity and 
development for the state's De­
partment of Transportation. 

Fonseca now heads the newly 
created Office of Enterprise 
Development, an amalgam of the 
Office of Business, Industry and 
Governmental Affairs and GSA's 
OSDBU. Its mission is "to pro­
mote and facilitate programs and 
activities that support an 
environment that provides access 
to opportunity to small, minority 
and women business owners in 
GSA contracting." 

Fonseca says her office is 
planning to create an advisory 
committee comprised of repre­
sentatives from trade organiza­
tions, business councils and 
advocacy groups that will help 
develop policy and guidelines for 
GSA's SOB program. 

"We recognize this agency's 
past failings," says Fonseca, "and 
have forcefully communicated 
our commitment to meeting or 
exceeding all of our goals." 

Another crucial player in 
GSA's restructuring is Deputy 
Administrator Julia Stasch. 
Stasch was formerly president 
and chief operating officer of 
Stein & Company, a successful 
Chicago-based real estate devel­
oper which, under her leader­
ship, broke records and set new 
standards for achieving minority 
business goals on numerous con­
struction projects [see article on 
page 32]. Stasch strongly believes 
public-private partnerships are 
key to increasing minority 
business participation in GSA 
procurements. 

GSA's leadership understands 
that increasing the diversity of 
suppliers to the federal govern-

ment will improve the quality 
and lower the cost of products 
and services it procures. It will 
also help establish a broader and 
more sound economic base for 
the entire nation. 

GSA's strengthened commit­
ment to minority and women 
business owners reflects the 
Clinton Administration's realiza­
tion that minority owned firms 
are not just a "special interest 
group," but play a crucial part in 
keeping the United States a first­
ra te, international economic 
power. 

Given the current atmosphere 
against minority business devel­
opment programs, created in 
part by the Supreme Court's 
Adarand case and House Small 
Business Committee Chair Jan 
Meyers' stated desire to elimi­
nate the SBA's 8(a) program, it is 
vital that all Americans be re­
minded that just 30 years ago de­
nial of public contracts to 
minority businesses was the law 
of the land. 

The Clinton Administration 
now recognizes the tremendous 
importance of remedial procure­
ment programs to overcome the 
effects of past discrimination that 
are still felt today. No one piece 
of legislation, one agency or 
single Administration can alone 
remove these effects, however, 
GSA and the Clinton Administra­
tion are beginning to do so more 
effectively. This is the lesson the 
Supreme Court must remember 
as it decides the Adarand case. + 

Weldon H. Latham is a senior partner 
of the national law firm Shaw, 
Pittman, Potts & Trowbridge in 
Washington, D.C. He maintains an 

extensive le­
gal practice 
in govern­
ment, pro­
curement, 
corporate 
law, and leg­
islative and 
regulatory 
matters. 

Reprinted with permission from the January/February 1995 issue of 
Minority Business Entrepreneur magazine. 



The Energizer 
The U.S. Department of Energy is 
changing course under Secretary 
Hazel O'Leary's leadership. 
Weldon H. Latham spoke with O'Leary 
about what those changes mean 
for minority business development. 

ram her first day 
in office, U.S. Energy 
Secretary Hazel 
Rollins O'Leary has 
undertaken the 
arduous task of re­

building the credibility and struc­
ture of the Department of Energy 
(DoE). 

O'Leary, a former utility execu­
tive with Northern States Power 
Company in Minneapolis who 
worked on energy policy during both 
the Carter and Ford Administra­
tions, is the first African American 
to head the agency. She also became 
only the second black woman to hold 
a U.S. Cabinet position when the 
Senate confirmed her nomination in 
January 1993. 

O'Leary is breathing new life into 
an agency that, like the Small 
Business Administration, was slated 
for extinction during the Reagan 
years. Over the past 18 months, 
O'Leary has shifted DoE's priorities 
and changed the way it does 
business. 

O'Leary brings a new candor to 
government in the post-Cold War 
'90s. This past June, for instance, 
DoE, under O'Leary's direction, de­
classified 11,000 documents on 48 
radiation experiments the federal 

Weldon H. Latham is a senior partner 
of the national law firm Shaw, 
Pittman, Potts & Trowbridge in 
Washington, D.C. He maintains an 
extensive legal practice in government 
procurement, corporate law, and legis­
lative and regulatory matters. 

government conducted on American 
citizens in years past. The agency 
also disclosed storage locations and 
quantities of highly enriched ura­
nium, admitted inventory discrep­
ancies in plutonium stockpiles, and 
confirmed other unusual nuclear 
tests the government conducted. 
These and other disclosures, O'Leary 
explained during a press conference 
the day the announcements were 
made, are part of a much broader 
effort to "come clean" on nuclear se­
crets now that the Cold War is over. 

O'Leary is equally frank about her 
open support of racial and gender 
diversity in staffing and in contract­
ing as an integral part of her re­
structuring plan for DoE. 

She has combined three separate 
DoE divisions-the Office of Minor­
ity Economic Impact, the Office of 
Small and Disadvantaged Business 
Utilization and the Office of Civil 
Rights-under a single Office of 
Economic Impact and Diversity. The 
new office is headed by Carlis 
Moody, to whom the directors of the 
three divisions report. Moody has es­
tablished a diversity strategy that 



includes full employee participation 
in creating functioning partnerships 
with "underutilized" businesses. 
Moody also advises O'Leary on how 
DoE's energy policies and regula­
tions affect minority owned busi­
nesses, and how to increase minority 
participation in DoE projects. The 
office also handles the implementa­
tion and monitoring of DoE's 10 
percent goal with small disadvan­
taged businesses (SDBs), a category 
which includes non-minority 
women. The goal was mandated by 
Congress in 1992. 

From fiscal year 1991 to 1993, 
DoE increased its contract awards to 
minority owned businesses by 25 
percent, from $656 million in FY 
1991 to $827 million in 1993. This 
year, DoE has committed to award­
ing $1.8 billion to SDBs. It has also 
aggressively increased its goals for 
8(a) contract awards, to four per­
cent; SDB prime contract awards, 
six percent, and subcontracts, 8.6 
percent; and contracts to women 
owned firms, to 3.5 percent. DoE 
currently reviews all procurement 
requests in excess of $3 million to 
assure maximum opportunities for 
minority business participation. It 
has also sought SBA approval to re­
ceive credit toward its 8(a) goals 
with DoE's management and operat­
ing contractors. This new program 
allows DoE prime contractors to 
subcontract to 8(a) companies on a 
sole source basis. 

I recently met with Secretary 
O'Leary at her office on Capitol Hill 
to learn more about her and her 
commitment to minority business 
development. 

LATHAM: What has been the 
most critical challenge you have 
faced so far in your tenure as Sec­
retary? 
O'LEARY: I think the biggest 
challenge has been to help the 
Department see the need for 
changed missions in terms of our 
global confrontations. The Berlin 
Wall fell in 1989, the Soviet 
Union as we knew it crumbled in 
1991, and with this came a series 
of very dramatic pronounce­
ments from our government that 
forced a change in how the De­
partment of Energy does its 
work. When I got here it was evi­
dent that the Department was not 
clear about what those changes 
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QI -----::..: Latham (left) with DoE Secretary O'Leary: "We have clearly relayed to our 

bidders that how they deal with diversity ... [and deliver] on this commitment 
is one of the values we will use to judge whether they should be awarded a 
contract. They know we are very serious." 

meant, so we worked very hard 
to have the entire DoE commu­
nity fully understand our new 
strategy. We are not a weapons 
production entity anymore, and I 
am not the "armaments queen" 
for the government. I am respon­
sible for dismantlement, arms 
control and anti-proliferation, 
while at the same time maintain­
ing a secure and safe nuclear 
stockpile. 

LATHAM: What management 
initiatives have you established 
for DoE? 
O'LEARY: We have identified 
our environmental, health and 
safety strategy as critical to our 
success. If we do not keep our 
employees and those who live 
near our facilities free from 
harm, then none of what we are 
trying to do will be successful. 
We want to be environmental 
leaders. 

Improving our management 
practices is another area of focus. 
The public expects a fair dollar 
value return for the work that we 
do. We are implementing busi­
ness practices and measuring our 
managers on how well they man­
age their budgets and their time, 
their processes to get work done 
in a more "customer friendly" 
manner, and their methods to 
provide services more cheaply. 
Within the first six months here, 
we eliminated $1.5 billion from 
the budget by reviewing and re-

ducing our salaried contract 
employees' compensation level. 
In most instances they were being 
paid above the competitive mar­
kets in their respective locations. 
That wouldn't happen in the pri­
vate sector. We are now paying 
30 percent more for similar work 
compared to private sector com­
panies and, in some instances, 12 
to 15 percent more than other 
government agencies. That was a 
no-brainer. We decided to clean 
this up and set a goal to reduce 
this variance by 10 percent each 
year. 

LATHAM: What are some of the 
advantages you found when you 
arrived at DoE? 
O'LEARY: If there is a heart and 
soul at DoE, I would call it 
knowledge. Our people call it sci­
ence and technology. The Presi­
dent is committed to economic 
competitiveness, so I have had 
my folks concentrate on job cre­
ation. If we are not creating jobs, 
then we ought not be here. Not 
until the Clinton Administration 
was there even a thought that the 
science and technology devel­
oped in our laboratories could be 
used to drive jobs. R&D maga­
zine presents 100 awards each 
year to people and companies 
that develop the most innovative 
new technology that is ready to 
spin into the private sector. This 
year, 28 were won by DoE's 
national laboratories. The labs 



• 
would like to count them one by 
one, but taken as a whole, DoE 
has more awards than AT&T, 
Bell Labs or General Motors. 
That sends a powerful message. 

LATHAM: How do you see 
diversity in relation to DoE's 
mission? 
O'LEARY: I see this issue in 
terms of the need to gain broader 
information and explore differ­
ent attitudes during all decision 
making. I want decisions made 
by not just the admirals and cap­
tains, not just by the people from 
the far left or the far right, and 
not just by the community of citi­
zens who live near our sites. I 
want decisions made by just as 
many minds as we can bring in to 
solve some of the awesome prob­
lems we face. 

LATHAM: You are one of the 
few Clinton Administration offi­
cials with a reputation for taking 
forceful action in favor of minor­
ity business development and ef­
fective diversity programs. Your 
internal reorganization, which 
combines economic impact, 
minority business utilization and 
diversity, is unique. Can your ap­
proach be a model for all govern­
ment agencies? 
O'LEARY: What it requires is 
obvious-that the leadership 
embrace it. The Energy De­
partment's old structure was so 
bifurcated, powerless, non-stra­
tegic. First of all, there is no way 
the Secretary can manage all of 
these separate issues, there is just 
too much there. We decided to 
approach these issues as a whole. 
It really does not matter what 
committee reports to whom, but 
rather the leadership you give it 
and the time you give it. I could 
give it the leadership but not the 
time. I needed someone with ex­
pertise, who is highly regarded, 

who is a no-nonsense, tough per­
son with a track record. That's 
why I called Carlis Moody. 

LATHAM: How do you see 
DoE's role in minority business 
development? 
O'LEARY: We try to reinforce 
diversity around economic com­
petitiveness and to find economic 
opportunities for people who 
have not had a big bite of the 
apple. We have clearly relayed to 
our bidders that how they deal 
with diversity and their strategy 
for delivering on this commit­
ment is one of the values that 
we will use to judge whether 
they should be awarded a con­
tract. They know we are very 
serious. 

The struggle has been to have 
our staff not be threatened by the 
change to enhance our utilization 
of minority businesses, but to 
embrace this change because it is 
positive. We also focused on our 
human resources strategy, be­
cause if you don't have a strategy 
to reward this totally new behav­
ior, your employees will not em­
brace change. 

When I came to the Depart­
ment, the first public meeting I 
had with employees was on 
diversity. I asked them, "What 
do you think about exactly, when 
you think about diversity?" Most 
people said sex and race. But as 
we began to talk, we recognized 
that it is much more than that...it 
is attitude, it is ethnicity, it is 
where you are from, it is what 
degree you have, whether you 
are thin or fat, tall or short, 
whether you're union or non­
union. When I first went to Min­
nesota, I thought the burdens I 
would have to overcome were 
that I am not an engineer, I am a 
woman and I am black. When I 
got there I found out that my big­
gest burden was that I was not 

from Minnesota! 

LA THAM: What are some of the 
opportunities DoE has for minor­
ity contractors? 
O'LEARY: One, we have respon­
sibility for the cleanup of the 
landmass. Some say it will take 
well over the $200 billion we all 
envisioned when I first took this 
job. Others would say it's closer 
to a trillion dollars. At the same 
time, we have the responsibility 
to engineer our solutions before 
we start so that we don't squan­
der taxpayers' money. All of this 
presents a tremendous opportu­
nity for small and minority con­
tractors. 

Last year, we let $18.3 billion in 
contracts. That is a huge amount 
of money. A recent study we did 
to assess the value we received 
from the contractors doing our 
work showed that the Depart­
ment of Energy, which could be 
considered the largest environ­
mental management firm in the 
world by any measure, has ap­
proximately 20 percent of the 
market. That clearly represents a 
major opportunity for small and 
minority businesses, as long as 
we do our job and both contract 
directly with these businesses, 
and ensure that our prime con­
tractors do an equally good job in 
subcontracting to [them], as the 
law requires. + 

Reprinted with permission from the September/October 1994 issue of 
Minority Business Entrepreneur magazine. 



Where Experience 
Finally 
Counts 

SBA Administrator 
Erskine Bowles is the 
first in over 
a decade to bring 
hands-on business . 
experience 
to the agencys 
top spot. 

By Weldon H. Latham 

Rident Clinton's appointment 
this past May of Erskine B. Bowles 
to head the besieged Small Busi­
ness Administration (SBA) repre­
sents a positive first step to 
reinvigorating the agency. 

Bowles is the first business­
person in over a decade to head the 
SBA. Unlike recent administra­
tors, he has the hands-on experi­
ence as a successful executive and 
entrepreneur, who launched his 
own investment banking firm in 
Charlotte, North Carolina 18 years 
ago. Today, Bowles' mission is "to 
make Bill Clinton's new SBA into 
a real powerhouse." 

Small business leaders say 
Bowles' business savvy and enthu­
siasm for the job set him apart from 
the last three administrators, all 
politicians who were offered the 
SBA post after losing Senate elec­
tions. 

Bowles' resume reads like that 
of an SBA entrepreneur of the 
year awardee. A graduate of 
the University of North Carolina, 
with an MBA from Columbia 
University, Bowles began his 
career in international banking 
with Morgan Stanley. In 1975 
he left to start his own com­
pany, Bowles Hollowell Conner 
& Co. From first-year revenues 
of $5,000, the firm, which focuses 
on financing small and medium 
sized companies often ignored by 
Wall Street, has since grown into 
one of the largest independent in­
vestment banking firms in the 
country. 

Bowles was an active fundraiser 

in Clinton's presidential campaign 
and, after the election, helped 
organize the President's Eco­
nomic Summit held in Little Rock, 
Arkansas last December. 

Bowles was sworn in as SBA 
administrator a few weeks after 
the agency's most widely utilized 
program, the 7(a) loan program, 
exhausted its FY1993 loan author­
ity of $3.6 billion just seven 
months into the fiscal year, forc­
ing temporary program suspen­
sion. 

Many small firms depend on 
the 7(a) program, which guaran­
tees up to 90 percent of loans to 
small business by private lenders, 
because banks are often unwilling 
to lend to start-ups and even 
to established small businesses. 

Under Bowles' direction, the 
SBA continued to accept and pro­
cess new applications during the 
suspension, allowing the agency to 
achieve a quick turnaround when 
President Clinton and the Con­
gress approved a supplemental ap­
propriation of $175 million in 
August. Bowles says the signifi­
cant increase in available loan 
funds will finance the creation of 
more than 300,000 jobs and gener­
ate up to $600 million in new tax 
revenues. 

I recently spoke with Bowles at 
SBA headquarters in Washington, 
D.C. about Bowles' goals for the 
agency and for minority business 
development. We were joined by 
Dayton Watkins, formerly SBA 
acting administrator, who is now 
deputy of procurement. 



LATHAM: What have been the 
most critical challenges you've 
faced so far in your brief tenure as 
SBA administrator? 

BOWLES: Earning the employees' 
trust. I said from my first day 
here that I didn't expect anybody to 
give me their trust. Trust is some­
thing you have to earn over a 
period of time. I've had to work 
hard to earn the confidence of the 
people here so that we can make 
this agency a more efficient, more 
effective organization that is truly 
focused on meeting the needs of 
small business [who are] our cus­
tomers. 

LATHAM: What priorities have 
you established for the agency? 

BOWLES: The President has set 
four goals for us, and our life 
here revolves around those 
four goals. They are, first, to attack 
the credit crunch head on. Small 
businesses are starved for 
capital, and nobody knows that 
better than the minority small 
business. Small businesses can­
not grow and cannot create jobs 
without capital. It's as simple as 
that. 

Our second goal is addressing 
government regulations that have 
a disproportionate adverse ef­
fect on small business. At these 
Town Hall meetings, you may 
think people would rather focus 
on taxes, or lack of capital, 
or the nation's economic plan or 
health care. But government regu­
lations that really inhibit the 
growth and productivity of small 
businesses are what small business 
owners talk about over and over 
again. We have two acts already on 
the books, the Paper Work Reduc­
tion Act and the Regulatory Flexi­
bility Act. What we have to do is 
enforce them, and we plan to use 
the Office of Advocacy to do just 
that. 

The third goal is to make the SBA 
a more efficient, more effective 
organization that's focused on 
meeting the needs of small busi­
ness. If you look at the SBA from a 
management viewpoint and 
compare it to the private sector, the 
way we're structured is like some­
thing out of the 1950s. With the 

electronic age and the way we now 
communicate, you don't need near­
ly the number of people in Wash­
ington, or nearly the number of 
people in the regions that we have. 
But we do need far more in the 
field, in the districts where the cus­
tomer is. 

The fourth goal the President's 
given me is to serve as his eyes and 
ears in the small business commu­
nity. I never had on my dream 
sheet to come to Washington. But 
the President was determined to 
bring to the SBA an administrator 
who was a businessperson. Some­
one who had started a small 
business ... who understood the 
credit markets ... the importance of 
exporting small business ... and 
somebody who was his friend, who 
people would perceive had his ear. 
The small business person, histori­
cally, has not had access to a Presi­
dent. This President wants to 
change that. 

We also want to look at new pro­
grams that might serve niche needs 
in the marketplace. One of the big­
gest needs, as you well know, is for 
rnicrolending. Our microloan pro­
gram now makes loans of up to 
$25,000, with the average being 
$7,500. That's a big market. People 
ask, "What can you do with a 
$25,000 loan?" Let me note that 
two-thirds of the businesses in 
America are started with less than 
$10,000. Half are started with 
less than $5,000. And there is 
a huge niche for loans between 
$25,000 and $100,000. That's where 
the banks really have been 
reluctant to lend. We've also 
talked with lenders about how 
we can develop a more active sec­
ondary market for small business 
loans. 

LATHAM: In my research I was 
unable to find any policy state­
ments you or President Clinton 
have made, thus far, on the subject 
of minority business. Have I 
missed those statements? Where 
do minority business development 
programs fit in with these agency 
priorities? 

BOWLES: They are absolutely crit­
ical. I have clearly stated in a num­
ber of addresses how important it 
is to both the President and to me 

to do all that we can to enhance the 
economic empowerment of all 
Americans. This President is com­
mitted to minority economic em­
powerment and so is his SBA 
Administrator. 

LA THAM: Congress has enacted 
several laws favorable to minority 
business even though the previous 
two Administrations were openly 
hostile to affirmative action, set 
asides and minority business 
programs. The failure to achieve 
these goals, however, appears 
to be a lack of enforcement by 
the Executive Branch. Many 
believe a Clinton Executive Order 
requiring the bureaucracy to ag­
gressively enforce these laws 
would help. Do you favor such an 
Executive Order? 

BOWLES: I have not discussed an 
Executive Order with the Presi­
dent. I can assure you that this 
President wants to see minority 
owned businesses have every op­
portunity to grow, expand and 
prosper in the future. 

LATHAM: One of the recurring 
criticisms of the Clinton Admini­
stration is the slowness in filling 
key appointive positions. Of those 
that have been filled, what is your 
record in diversity? 

BOWLES: Excellent. We have 
nominated Cassandra Pulley 
Robinson, who is African Ameri­
can, as the second in command, 
deputy administrator. She is 
hands-down the most qualified 
person. She's a graduate of [North­
western University's] Kellogg 
School [of Business] and was an ex­
ecutive at Mellon Bank. The SBA 
counsel to the administrator, Rich­
ard Hernandez, is Hispanic. The 
head of procurement, Dayton 
Watkins, is an African American. 
The head of intergovernmental 
affairs, Craig Kirby, is African 
American. The head of public 
affairs, Janis Kearney, is African 
American. The head of business 
development, Mary Leslie, and my 
chief of staff, Katie Broeren, are 
both white females ... ! want to 
stress I went after the most quali­
fied, best people I could get­
period. 
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LATHAM: Since much of the work 
done by SBA is carried out in the 
field, one of the key appointments 
is that of the regional administra­
tors. What is the status of those 
appointments? 

BOWLES: I've appointed none and 
let me tell you why. We're going to 
change the organizational structure 
here dramatically. The regions are 
going to be downsized significant­
ly. The regions do not facilitate 
the flow of information, they 
inhibit the flow. I envision materi­
ally smaller regions as we move 
more people out of the regions 
and into the district offices. That's 
why I haven't appointed any re­
gional administrators and won't 
until September 25, when we plan 
to announce the reorganization 
plans. 

LATHAM: Judith Watts' position 
as associate administrator of the 
SBA's 8(a) program became a 
career position by statute. 
What other position is, aside 
from yours, the most important 
to the minority business communi­
ty? And have you filled the posi­
tion? 

BOWLES: I think there are several. 
The responsibilities of the deputy 
for procurement, for the first time, 
include the 8(a) program. Procure­
ment opportunities under the 8(a) 
program and SBA procurement op­
portunities generally are extraordi­
nary. But also important are the 
people who provide capital and 
business advice. They are extraor­
dinarily important. We are a team. 
In all the businesses I've been in­
volved in, in my life, I have been 
successful because I built them on 
two principles. One is quality. You 
do quality work, you cannot fail. I 
insist on it here. And two, mutual 
respect. I believe that if you sur­
round yourself with really good 
people, you have an obligation to 
listen to them. How can we make 
the 8(a) program a better program? 
How can we make the 7(a) pro­
gram a better program? How can 
we redesign the 504 program so it 
serves a wider niche? Listening to 
your employees is how you make 
the place a better one in which to 
work. 

LATHAM: SBA has been criticized 
for many years for its failure to 
promptly process 8(a) certifica­
tions. I have read of your efforts to 
streamline bureaucratic opera­
tions. Will this include elimination 
of the multiple levels of review in 
the certification process? Will it in­
clude reducing the role SBA's Busi-

Erskine B. Bowles 

ness Opportunity Specialists play 
in contract functions that many 
agencies feel they can perform 
more quickly and efficiently them­
selves? 

BOWLES: Let me tell you what 
Dayton and I envision for the 8(a) 
program. We hope to come away 
with a program that is much more 
accessible, with a significant in­
crease in the opportunities for 
minority small businesses to partic­
ipate. We want to make it easier for 
people to get into. We also want to 
make it easier to monitor. Right 
now if you call up and want to 
know where your application 
stands, we can't tell you. And we 
want to provide far better business 
development assistance, to in­
crease the ability of people, once 
they leave the program, not just to 
survive but to flourish. When we 
have a program that's more user 
friendly, then we will be able to 
increase, I believe, the number of 
opportunities for 8(a) firms with 
the procuring agencies. We're 
aiming for the end of this fiscal year 
to have a program that we can take 
to the Congress. I've already met 
with Congressman Kweisi Mfume 

[chair of the Congressional Black 
Caucus] and with others in the 
House and the Senate. 

LA THAM: Another criticism of 
SBA's implementation of the 8(a) 
program is that 8(a) participants 
are the predominant source of con­
tracts placed in the program by vir­
tue of their self-marketing efforts. 
It's common, however to hear 
about SBA representatives who 
seek to deprive program partici­
pants of self-marketed contracts 
due to minor administrative dis­
crepancies. 

BOWLES: I will look into this mat­
ter. Thank you for bringing it to my 
attention. 

LATHAM: More than a few minor­
ity business owners have com­
plained that when they 
applied to the 8(a) program, SBA 
staff were less than helpful or sup­
portive. Some suggest that the SBA 
has been placed in the untenable 
position of being both a "regulator" 
of minority businesses and an "ad­
vocate" for those same businesses. 
How do you reconcile this situa­
tion? 

BOWLES: I think it fair to say that 
SBA staff have been, in the past, not 
as helpful and supportive as we 
can be. We are making every effort 
to make the program much more 
user friendly. At the same time, we 
have to make sure that those not 
eligible to enter the program are 
not provided access. I believe that 
our job, once a business does gain 
access to the program, is to provide 
the best business development ad­
vice that we can reasonably afford 
to offer. 

LATHAM: Are you in favor of 
separate goals for minorities and 
non-minority women in federal 
contracting programs? What is 
your view on including women 
in the 8(a) program as a presump­
tively disadvantaged group and 
therefore eligible to participate 
(which they are currently not)? 

BOWLES: I would not be in favor 
of including women in the 8(a) pro-



gram as a separate, disadvantaged 
group. I think this would simply 
create more competition for what is 
currently an inadequate source of 
contracts. What I do plan to do is 
work hard to increase opportuni­
ties for women in the federal pro­
curement process. Currently, 
women owned businesses account 
for 32 percent of all sole pro­
prietorships. This percentage is 
expected to grow to as much 
as 50 percent by the end of this 
decade. At the same time, these 
businesses procure less than 1.5 
percent of all federal contracts. 
This is clearly inadequate. Mary 
Leslie is heading up a special task 
force at the SBA to see what steps 
we can make to significantly in­
crease procurement opportunities 
for women owned businesses. 

LATHAM: Have you met with 
minority trade associations or oth­
er minority business groups? What 
have you learned from those meet­
ings? 

BOWLES: I have met with a large 
number of minority trade organi­
zations since taking this job and I 
plan to hold more meetings with 
minority business groups. What I 
have learned from these meetings 
is that every problem a small 
business has is simply magnified 
exponentially for the minority 
small business owner. For ex­
ample, when we talk about the lack 
of capital, no one understands this 
better than the owner of a small 
minority business. 

LATHAM: What are your views 
on the final report by the Presi­
dent's Commission on Minority 
Business Development that was 
published last year? [See MBE Sep­
tember /October 1992] 

I ... I " 

Latham (left) and SBA Administrator Bowles: "We are making e-Pery effort to 
make our programs more user friendly." 

BOWLES: I met with Joshua 
[Smith, chair of the Commission]. 
I think we have mutual respect. 
And there are a number of 
aspects of the report that I agree 
with. However, I would like 
to reserve comment on the report 
until I have a chance to submit our 
plan to the Congress in late 
September. 

LATHAM: What support can the 
minority business community lend 
to your efforts? 

BOWLES: The greatest support 
that I could receive from the minor­
ity small business community 
is to provide me with the kind 
of advice they feel I need to make 
our programs more accessible to 
them. 

LATHAM: What have you learned 
from the Town Hall meetings you 
have conducted? 

BOWLES: I have learned a great 
deal from the Town Hall meetings. 
I have had a chance to listen to the 
concerns and ideas of small busi­
ness owners and then report those 
concerns to the President. I have 
heard their thoughts about bureau­
cratic regulations that inhibit the 
growth and productivity of small 
business. I have heard about their 
problems with inadequate supplies 
of capital and their needs for addi­
tional business advisory services. I 
have heard a number of 8(a) firms 
talk about the problems they have 
with the program. Each of these 
customers of ours has given me the 
kind of input I need to make the 
SBA a more efficient and more ef­
fective organization. + 

Weldon H. Latham is a senior partner of 
the national law firm Shaw, Pittman, 
Potts & Trowbridge in Washington, D.C. 
He maintains an extensive legal practice 
in government procurement, corporate 
law, and legislative and regulatory 
matters. 

Reprinted with permission of Minority Business Entrepreneur magazine. 
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