Draft Talking Points for the Vice Presidents Remarks
to the US Hispanic Chamber of Commerce

Introduction .-

e According to SBA’s Office of Advocacy, the number of businesses owned by Hispanic
Americans grew by 230 percent between 1987 and 1997, to a total of 1.4 million
businesses. Revenues grew during the same period by 400 percent to $184 billion.

¢ Despite the higher growth rates, however, minorities remain under-represented in the
ranks of business owners. Hispanic Americans make up 10.9 percent of America’s
total population, yet they own only 4.5 percent of all businesses, according to the U.S.
Census Bureau.

e According to a recent special report in Advertising Age, the Hispanic population currently
spends $356 billion a year!

¢ But there is plenty room for growth!

» Under the leadership of Administrator Aida Alvarez, the U.S. Small Business
Administration has launched a series of wide-ranging outreach initiatives designed to
sharply increase the amount of financing, technical assistance and government
contracting opportunities available to Hispanic entrepreneurs. Hispanics are the most
rapidly growing segment of the business community and represent the future
economic strength of our nation into the 21% century.

¢ Administrator Alvarez is not here with us today because she is leading a small business
trade and investment mission of 30 companies to Mexico City and Guadalajara. Ten
of the companies are Hispanic owned. ,

Access to Credit and Capital

e Since FY 1992, SBA-backed loans under the 7(a) and 504 loan programs to Hispanic
Americans have more than doubled, from $285.7 million in FY 1992 to more than
$626.3 million in FY 1998.

e Since President Clinton and I took office, SBA has backed 18,825 loans worth about
$3.25billion in loans to Hispanic-owned businesses. *

More Can Be Done!



President Clinton’s New Markets Initiative is a sweeping new public/private partnership
designed to boost business opportunities in Hispanic rural and inner city

~ communities. The key elements include: tax credits, loan guarantee incentives, a

" network of private venture capital compames and techmcal assistance and mentonng

programs

New Markets Venture Capital Companies (NMVCs), operating in a manneér similar to
the SBA’s Small Business Investment Company (SBIC) program, will combine

equity venture capital financing and technical assistance to smaller businesses located

in low- and moderate-income (LMI) areas. SBA’s program of between 10 and 20

" NMVCs would have up to $100 million in SBA-backed funding and $30 million in
technical assistance grants. Congressional approval is needed for this program.

The NMVC provides the one necessary element that is mlssmg for today s very
small busmesses, that is cash. :

Entrepreneurs cannot start or grow businesses without money. Most business people start
out asking the bank for a loan. The bank says that they can make a loan, but only if

the small business has their own money in the business. Most small business men

and women do not have their own money to put into a business.

To start a business, money is reqﬁired. The banks call it equity; we call it cash. If a small
businesses person does not have cash, they try to borrow it from relatives and friends.
sometime this works, most of the time it does not. How can small busmesses get

cash?

The NMVC provides the cash. But the NMVC also provides the help to make sure that
the cash is well spent by providing technical assistance and support to that small
business. This cash and technical assistance will help to insure the businesses can
grow. The business can then borrow money, through a loan from the banks, to grow
more.

LMI Investments and Outreach Workshops — SBA will create a new funding
mechanism to provide financial incentives to encourage SBICs and Specialized
SBICs to invest in low- and moderate-income (LMI) areas. The funding will be.
provided to licensees in amounts that match the level of their investments in small
businesses-that: 1) are located in.LMI areas, or 2) hire at least 35 percent of their
workforce from among residents of LMI areas. -

' SBA also has organized a series of workshops to recruit potential SBIC investors and
management teams with experience in investing in small businesses in LMI areas. -



Beginning in late March workshops are scheduled for Chicago, Kansas City, New
York, Atlanta, Dallas, Los Angeles and San Francisco. ~

e BusinessLINC Initiative Last June, I announced this partnership between SBA, the
Treasury Department and the business community to encourage large businesses to
work with small business owners and entrepreneurs as techmcal advisors and mentors
— especially in America's rural areas and inner cities.

o New Markets Lending Companies (NMLCs), a pilot prograxﬁ to involve approximately
‘10 non-depository lending institutions that will make SBA-guaranteed loans under the
7(a) loan program targeted to New Market small businesses.

e USHCC can be very effective in mformmg Congress about the need for these new
programs.

We have had many successes!

e 7(a) loan programs, SBALowDoc and SBAFExpress, target a gap in the marketplace for
small business loans under $150,000. These two programs make it easier and more
attractive for lenders to make smaller SBA-backed loans. These loan programs
benefit all small businesses, but they are especially helpful for small businesses in
inner cities and rural communities, including firms owned by Hispanic Americans.

e Last July, I announced an innovative SBA loan program designed to increase lending to
women, minorities and Hispanics. With the SBA Pre-Qualification loan program,
Hispanic small business owners can pre-qualify for a loan backed by the SBA before

. approaching a lender. The announced changes improved and expanded the SBA's
Minority and Women's Pre-Qualification pilot programs, and made the enhanced
program available to every SBA field office nationwide.

e The North American Development Bank through the Community Adjustment and
Investment Program(CAIP) currently funds environmental infrastructure projects and
business development loans in selected areas in the US. SBA participates in the CAIP
by making business development loans through the 7(a) loan program.

e Todate SBA CAIP has:

e Approved 129 7(a) business loans

e For atotal of $36.9 million

o (Created 1,044 full time jobs

e Saved 311 full time jobs

e 55% of all CAIP loans have been to firms located in Texas, mostly in border
communities as'El Paso, Brownsville, McAllen and Hidalgo county.

e The sm’all business borrower saves an average of $6,200 in guaranty fees using CAIP.



NADBank pays the guaranty fee on behalf of the borrower. This is important, since
the savings gives_ the borrower more cash for her business needs.

In December 1998 SBA licensed its first venture capital company dedicated to
investments in Hispanic-owned small businesses — Capital International, based in
Miami, Florida. Capital International is the first in the agency’s Small Business
Investment Company (SBIC) Program in its 40 year history to base its investment
strategy on helping Hispanic-owned companies. It raised a §5 million in private
capital to help small companies. in their early, formative period by providing time to
establish products, organizations and credlt standing with supphers and conventional
lenders.

'Ex1st1ng SBICs in SBA’s venture capital program provided $50 4 rmlhon in ﬁnancmg to

Hispanic-owned small busmesses inFY 1998.

The U.S. Small Business Administration Microloan Program was originally implemented
in 1992. Under the Microloan Program, SBA makes very small loans coupled with
business based technical assistance available to entrepreneurs and microbusiness

owners. The average amount of a m1croloan is about $10 000. The average life of a
microloan is just over three years. :

Since 1992, zipproximately 7,900 microloans have been made across the nation. As of
March 3, 1999, over $80 million had been loaned to. microborrowers. Nationwide,
11.5% of the microloans made were to Hispanic business owners: Additionally, 2.1%
of the microloans made were to business owners of Puerto Rican descent. The
combined amount of microloans made to these commumnes approx1mates $7. 6
million.

In response to the Hurricane Georges last September, SBA’s Disaster Assistance program
has directly lent close to 150 million dollars to the people of Puerto Rico.

Outreach to thevHispan)ic Community

SBA has worked hard to achieve its goal to increase access to credit and capital to -
Hispanic owned businesses by working in partnership with a variety of Hispanic
major business and civic associations and local community groups. These
partnerships are based on formal agreements that will help SBA more effectively
reach business owners in the Hispanic community with mformaﬁon about SBA
programs.

Irma Munoz, SBA’s National Outreach Director was appointed by the President to
spearhead these efforts. She had done an outstanding job! I understand that she is
present here today

- The first agreement was signed by SBA was with the Texas Association of Mexican



American Chambers of Commerce (TAMACC). SBA Administrator Aida Alvarez
.signed agreement with Texas Association of Mexican American Chambers of
Commerce (TAMACC) to help increase SBA assistance to Hispanic businesses. This
was done with your Chairman, Massey Villarreal. Since then over 100 affiliates have
signed local agreements with the district and branch offices of the SBA.

o Last January, here in this building SBA signed historic partnership agreements with 33
national Hispanic organizations. I am glad that the USHCC was represented. I also
know that your Chairman, Massey Villarreal was quoted as saying that day: "The
Hispanic community’s economic empowerment movement starts here and:
now...and it took Administrator Aida Alvarez and SBA to make it happen."

Government Contracting

o SBA also has taken steps to ensure that Hispanic small businesses get a fair share of
the nearly $200 billion that the federal government spends every year buying
goods and services.

¢ In the SBA’s 8(a) Business Development Program, fully one quarter of the 6,100
' participating businesses are owned by Hispanic Americans. They received more
than $1.6 billion in contracts under the program in FY 1997.

"o Present today is Jose Gutierrez, Associate Administrator for the Minority Enterprise
Development Program. Appointed by Administrator Alvarez, he is the highest
ranking Hispanic career official in SBA and is responsible for the implementation of
the 8(a) Business Development Program. ,

e Also present is Mario Trevino, Associate Administrator for the Small and Disadvantaged
Business Program. ' Appointed by Administrator Alvarez he is responsible for the
implementation of a new federal procurement program that will ensure that only
qualified companies benefit from the series of affirmative action contracting reforms
announced by President Clinton.:One such reform is a price evaluation adjustment

that will be available to SDBs in targeted industries that reflect the ongoing effects of
discrimination.

e President Clinton has increased the goal for small business’ share of government
contracting from 20 to 23%."

s Administrator Alvarez is working with other federal agencies to increase women’s share
from 2.2% to 5% and minorities’ share from 5% to 6.6%.

¢ SBA has strengthened and improved its 8(a) Business development program to make it
 easier for federal agencies to contract with qualified small disadvantaged firms. The



companies can now team with each other to work on larger government contracts and
also form mentor/protégé relatlonshlps

SBA has made it easier for agencies to find qualified women and minority-owned firms,
with an Internet based listing of firms called ProNet.

In February of 1998, I announced that SBA and the Big Three US automakers, Ford, GM
and Chrysler, signed an agreement to help minority subcontractors get a bigger share
of this important private sector contracting market.

The HUBZone Empowerment Contracting Program is designed to promote business and
job opportunity in economically-distressed urban and rural areas by increasing federal
contracting activity in those areas. Hispanic businesses who are located in these areas
and employ persons who reside in these areas can potentially benefit from this

program. This program WIH be implemented soon.

‘Entrepreneurial Development

In January of 1998. I announced the opening of the Women’s Online Business Center.
This center gives women (and men) technical assistance to assist them to start and
grow their businesses. I am happy to report that last October key elements of the
website was translated to Spanish.

Last January, when I named the 20 new empowerment zones, four were located in areas
with large Hispanic populations: Miami, FL; Bridgeton/Vineland, NJ; El Paso, TX;

and Santa Anna, CA. These areas are eligible for the placement of a SBA One Stop
Capital Shop, which will give small businesses in these areas the technical assistance
and lending they need to start and grow their businesses.

Management and Administration

-In trying to nurture and enhance the SBA’s relationship with the Hispanic business

community, SBA hired several very well qualified Hispanic-Americans to lead key
areas of the Agency. Most significantly, Elizabeth Montoya was named as the
Associate Deputy Administrator for Management and Administration by
Admunistrator Alvarez. As the ADA for M&A, she is responsible for Human
Resources, Information Technology, Agency procurements, Grants Management,
Property and Facilities Management, Records Management, and all other
Administrative functions of the Agency. Ms. Montoya is also leading the
Modernizaton effort underway at SBA, to enable the Agency to provide it services -
even more effectively.
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