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To the President and Members of Congress:

My colleagues and I are pleased to have worked closely this past year with the
Interagency Committee on Women's Business Enterprise. The partnership which the National
Women's Business Council has enjoyed with our Administration colleagues on the
Interagency Committee is the foundation for the larger partnership that we envision among
women entrepreneurs and policy makers. '

Our economy has been revitalized in good measure because of the participation and
contributions of women business owners. The new Census data describe an inexorable wave
of women entrepreneurs that are changing the face of the economy.

In starting and growing our businesses we are not only adding significantly to the
GDP. Women have fashioned a business model that is flexible, streamlined, and "friendly."
This model is shaping the character of the new economy as well as the changing workforce.
Our challenges now include making financial institutions, policy makers, and others who hold
the keys to opportunity, aware of the enormous contribution women-owned businesses make
to the economy. We must also make women aware of the opportunities available through
business ownership -- and assist women in gaining the knowledge and skills necessary to
grow their businesses successfully.

The report describes partnerships that have already been forged and points the way to
future collaborations. The efforts of women business owners can be greatly leveraged by
those in government who shape economic policy.

It is an honor to serve and to work with the Interagency Committee on Women's
Business Enterprise. We look forward to working with the Administraticn and the Congress
to transform the good ideas and progress reflected in this report into new opportunities for
women entrepreneurs.

Faithfully,

Vornins

Lillian Vernon

Chair, National Women's Business Council

Chairman and Chief Executive Officer,
Lillian Vernon Corporation

Federal Recycling Program ‘a Printed on Recycled Paper
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EXPANDING BUSINESS OPPORTUNITIES FOR WOMEN

"I am launching a bold federal initiative to promote the role of women business
owners nationwide. Businesses owned by women constitute one of the fastest growing sectors
of the economy. Federal agencies should be committed to the advancement of economic
opportunities for women."

——President Bill Clinton

In the increasingly competitive global economy of the 21st century, we as a nation
must leverage all of our entrepreneurial resources if we are to achieve our greatest economic
potential. Women represent a majority of our population and they are now entering and
succeeding in the business world in unprecedented numbers. Because of the growing
importance of women-owned enterprises to the American economy, the Clinton
Administration, working closely with the Congress, is aggressively pursuing forward-looking
initiatives that will foster the success of these path-breaking businesses.

Already, the federal government's policies and actions have had a positive impact on
women's ability to succeed in business. The share of Small Business Administration (SBA)
loan guarantees going to women nearly doubled from (fiscal) 1992 to 1995, with no decrease
in loans to other business owners. As a result, since January 1993, 27,000 women business
owners have received more than $3.8 billion in SBA-guaranteed loans. And in 1994,
women-owned small businesses received $4.9 billion in federal procurement contracts ——
nearly $1 billion more than in 1992. Beginning in (fiscal) 1996, a new federal law challenges
government agencies to purchase still more goods and services from women—owned firms.

These and other government actions, combined with the strong improvement in our
economy, have contributed to a record formation of women—owned businesses in the last
several years. According to the National Foundation for Women Business Owners (NFWBO)
and Dun & Bradstreet, the number of women-owned firms in the U.S. grew by 1.2 million
from 1992 to 1994, a rise of nearly 20 percent. The growing participation of U.S. women
entrepreneurs has, in tum, contributed significantly to the last three years of sustained
economic growth in the United States.

This report describes the growing economic importance of women business owners
and the efforts of the Clinton Administration and the Congress to foster their success. It was
prepared by the Administration's Interagency Committee on Women's Business Enterprise, in
cooperation with the National Women's Business Council, to serve as both a resource guide
and progress report. Through their collaboration, these two organizations are laying the
foundation for a permanent partnership between women business owners and government
policymakers.



The Contributions of Women Business Owners to Economic Growth and Job Creation

Women are starting their own enterprises in increasing numbers and creating new jobs
in the process. NFWBO and Dun & Bradstreet report that in 1994, there were 7.7 million
women-owned firms and they employed 35 percent more workers in the U.S. than Fortune
500 companies employed worldwide.! As Harvard Business School Professor Rosabeth Moss
Kanter puts it, "We cannot talk about an enterprise culture in the United States, or about job
creation, or about economic development, without including women."

Women-owned businesses are a dynamic force in the current economic expansion.
The performance of the women's business sector in recent years has outstripped that of U.S.
business overall on major dimensions, including rates of new—-business startup, revenue
growth and employment growth. Although the media often focus their attention on large
corporations, the U.S. economy is being strongly influenced by the small business sector and,
increasingly, by women entrepreneurs who, in the process, are redefining how business is
conducted.

Despite their advances, women~owned businesses continue to face challenges,
including obtaining access to capital, competing for government contracts, and getting the
technical assistance they need to succeed. These challenges are characteristic of those faced
by many small firms regardless of ownership. The federal government is committed to
reducing these obstacles so that our economy can realize the full potential of women
entrepreneurs.

Muriel ("Mickie") Siebert, president of her own securities investment firm, donates half of her
commissions to charity through the Siebert Entrepreneurial Philanthropic Plan. "I have always felt
that with success as a business woman comes obligation. I see it as a way of giving back."”

"Through business ownership, many women not only improve their own lives but also change their
communities for the better.” Ella Williams, President and CEO of California—based Aegir Systems
and founder of Ella's World Class Cheesecakes, Bread and Muffins, an inner—city enterprise.

' Women-Owned Businesses: Breaking the Boundaries (April 1995). This includes more than 5 million
self-employed women.



The U.S. Census Bureau Findings on Women Entrepreneurs

For the first time ever, the U. S. Bureau of the Census has gathered information on all
women—-owned businesses.? This information, collected for 1992 and released in conjunction
with this report, underscores what the President and the Congress already know: that
women—-owned businesses are one of the principal driving forces behind economic growth and
job creation in our nation today.

In every state of the union, in fact, growth in women-owned businesses exceeded the
growth of all businesses from 1987 to 1992. Overall, the number of women—-owned
businesses grew by 43 percent, almost double the rate of growth for all firms during that
same period, excluding "C" or large corporations. (See Chart 1.) In 1992, women owned
fully one-third of all businesses in the United States.

Women-owned businesses are growing in economic power as well as sheer numbers.
In the period 1987 to 1992, sales and receipts of women—owned companies increased by an
impressive 131 percent to $643 billion. When C corporations are included, women—owned
firms in America had sales and receipts of $1.6 trillion in 1992 —— more than the gross
domestic product of all but a few countries. (See Chart 2.) Over that same five—year period,
employment by women-owned firms (excluding C corporations) rose by 100 percent,
compared to 38 percent for all firms. (See Chart 3.) Particularly notable is the growth in
women-owned companies with 100 or more workers (excluding C corporations), where
employment increased by 158 percent —— more than double the rate for all U.S. firms of
similar size.

These 1992 statistics also reveal that women are expanding their entrepreneurship in
all sectors of the economy. Women-owned businesses are thriving in the service sector,
which represents a significant share of all economic activity in the U.S. Notably, women-
owned companies have experienced their highest growth rates in such "non-traditional”
sectors as construction, wholesale trade, agricultural services, transportation and
manufacturing. (See Chart 4.)

Where is this extraordinary growth coming from and what does it mean for the
economy? Although self-employed women accounted for most of the new women—owned
firms from 1987 to 1992, women—-owned firms with employees increased their numbers by a
healthy 32 percent and their revenues grew by a remarkable 146 percent. In 1992, these
women employers made up almost a fifth of all women-owned firms and accounted for 93
percent of the revenue of the women's business sector. In short, women—owned firms with
employees are growing rapidly in almost all sectors, and they are a potent force in the
American economy.

2Although the Census Bureau has collected data on women-owned businesses since 1972, earlier
surveys omitted the large corporations known as C corporations.
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Chart 1.
Number of Women-Owned Businesses Increased 43%

Includes Sole Proprietorships, Partnerships, and Subchapter S Corporations
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Chart 2.
Women-Owned Firms Generated
Nearly $1.6 Trillion in Sales in 1992
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Chart 3.

Employment in Women-Owned Businesses Doubled
Includes Sole Proprietorships, Partnerships, and Subchapter S Corporations
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Chart 4.

Growth In Number of Women-Owned Firms

Exceeded National Average in Nearly Every Industry
Includes Sole Proprietorships, Parinerships and Subchapter S Corporations
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Highlights:
Initiatives that Expand Credit for Women-Owned Businesses

In 1995, SBA's popular 7(a) program guaranteed 57,000 loans worth $7.7 billion to

small businesses —— a 30 percent increase from 1992. The expanded 7(a) program |

provides more capital to more women, with no decrease in loans to others.

—-The 7(a) program guaranteed loans worth $1.45 billion to 14,000 women
in 1995: that's four times the number of loans and two—and-a-half times
the value of loans than went to women in 1992.

--In 1995, 19 percent of 7(a) guaranteed loans by value went to women,
compared to 10 percent in 1992. In 1995, 24 percent of 7(a) guaranteed
loans by number went to women, compared to 14 percent in 1992.

—-Since January 1993, the SBA has guaranteed more than $3.8 billion in
loans to 27,000 business women through its 7(a) and 504 programs.

The new Women's Prequalification Loan Program enables SBA to prequalify a
loan guarantee for a woman business owner before she goes to the bank. The
program looks at an applicant's character, credit history and ability to pay —— not
just at whether she has collateral.

In 1994, the Department of Labor clarified that pension funds can make
Economically Targeted Investments, which earn risk—adjusted market rates of
return while filling gaps in the capital market. ETIs are important to pension fund
investment in small businesses, including women-owned firms.

New Department of Housing & Urban Development regulations permit Community
Development Block Grant funds to be used for microloans and other small
business loans. This policy change will allow women in distressed communities to
start or expand enterprises and become economically self-sufficient.

|




Initiatives that Expand Credit for Women-Owned Businesses (cont.)

SBA's new Low Documentation (LowDoc) program cut the application for 7(a)
loans under $100,000 from an inch-thick document to a single page. Because they
typically seek smaller loans, women should benefit significantly from this program.

SBA's MicroLoan Demonstration Program helps women onto the first rung of the
business ladder. With 1995 funding of $49 million, the program financed nearly
3000 loans, which averaged $10,000; 43 percent of the loans went to women.

To encourage credit availability for women, the Federal Reserve Bank of Chicago
recently issued a guide to lenders and women owners of small businesses entitled,
Access to Credit: Women, Lenders, and Small Business Loans.

Treasury heads an interagency effort to encourage ownership of insured depository
institutions by women and minorities.

“A microenterprise loan may involve only a small amount of money, but often it is the critical
catalyst that allows a women to realize the dream of starting her own business.”" Brenda Girton,
Associate Executive Director, National Council of Negro Women.
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Opening up the Federal Procurement Market

Every year the federal government spends nearly $200 billion buying goods and
services, from janitorial functions to jet aircraft. We know from experience that small firms
receiving federal contracts are more likely to grow, enabling them to take advantage of non-
federal market opportunities. Despite the fact that one-third of all businesses are owned by
women, they have historically received only a minute share of the federal procurement dollar.
That needs to greatly improve —— to ensure not only that women—owned businesses have an
equal opportunity to participate, but that the nation as a whole benefits from having a broader
base of qualified, competitive contractors.

The Clinton Administration is already succeeding in enlarging opportunities for
women entrepreneurs to win federal contracts. In 1994, women—owned small businesses
received 2.8 percent of all federal procurement dollars —— a 27 percent increase from the 2.2
percent they received in 1992. This translated into an additional $1 billion in federal
contracts to women-owned small businesses in 1994, despite an overall drop in federal
procurement spending.’ (See Chart 5.)

To spur this growth rate at an even faster pace, Congress enacted landmark 1994
legislation to improve the federal procurement process. The Federal Acquisition Streamlining
Act (FASA) simplified the procurement process and made it easier for small firms to do
business with the government. A key provision of FASA challenges each agency in the
federal government to buy at least 5 percent of its goods and services from women—owned
businesses. Although the statutory goal took effect only recently, several agencies are already
exceeding the mark.

The Department of Transportation awarded 6.8 percent of its subcontracts to women-
owned small businesses in 1994 —— the highest of any federal department. DOT's efforts to
attract women-owned firms began two decades ago, and the department has long required
state transportation agencies and other recipients of federal funds to adopt its Disadvantaged
Business Enterprise (DBE) policies. In the last three years, DOT has significantly increased
funding for its Short Term Lending and Bonding Assistance programs for women—owned and
other disadvantaged businesses. .

The Department of Defense (DoD) has the highest procurement budget, which makes
its participation especially important. DoD has proved to be a leader in encouraging women-
owned businesses to compete for its contracts. Women-owned small firms currently receive
$1.9 billion in contracts per year from the DoD, and contracts to women are growing at the

*In 1995, awards to small women-owned prime contractors totaled $3.8 billion, up from $3.5 billion in
1994, $2.9 billion in 1993 and $2.6 billion in 1992. Information on 1995 awards to small women-owned
subcontractors is not yet available. Beginning this year, the federal government is collecting information,

currently unavailable, on federal contracts to large women-owned firms.
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rate of 8 percent annually. This kind of steady gain is heartening in an arena in which
women have been traditionally under-represented.

Within the DoD, the Air Force has been particularly aggressive. Its "Rule of One,"
requiring that at least one woman-owned business be solicited on all competitive
procurements, has resulted in a 25 percent increase in the use of women contractors in the
two years since the policy was introduced. The Air Force also pioneered a mentor—protege
program that encourages large companies —- those typically more qualified, given their
resources, to fulfill large prime contracts —— to partner with, or subcontract to women-owned
minority firms and other small disadvantaged businesses. DOE and NASA, as well as DoD
as a whole, have followed suit.

As Sheila Widnall, the Secretary of the Air Force and an Interagency Committee
Member, states; "I assumed my position in 1993, a year when the Air Force opened combat
cockpits to women and the first women missile squadron commander assumed command. We
can't hope to move into the 21st century with confidence in our abilities if we fail to support
such a large portion of our force. Women are now walking through doors previously closed
to them." That's exactly what President Clinton set out to accomplish —— and it's a record he
and the Congress intend to build upon.

Chart 5

Women-Owned Small Business Share of
Federal Contracts (in Billions)
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Highlights:
Initiatives that Increase Federal Procurement Opportunities for Women

In 1994, SBA and 11 federal agencies initiated a Women's Procurement Pilot
Program to expand the pool of women-owned firms receiving federal contracts.
The program works with women's organizations to educate their members on doing
business with the government.

The General Services Administration is reaching out to recruit women—-owned
subcontractors on major federal construction projects even before the prime
contractor is selected. Nearly 17 percent of the contracts to build a new federal
courthouse in Boston have gone to women—owned firms.

The Department of Transportation's Short Term Lending Program, for women-
owned and other disadvantaged.businesses performing on transportation-related
contracts, has grown from $1.3 million in 1992 to more than $12 million in 1995.
DOT's Bonding Assistance Program has grown from $.4 million to $14 million.

DOT funds outreach projects to enhance participation by women and minorities in
transportation procurement. In 1995, DOT awarded $95,000 each to the Seattle—
based Women Construction Owners and Executives and the National Association
of Women Business Owners in New Jersey.

In February 1995, DoD sponsored its first women—owned business conference,
attracting more than 200 participants. The conference helped educate women
entrepreneurs about DoD procurement practices while giving their businesses
valuable exposure to an audience of DoD purchasing agents.

In May 1995, the Treasury Department, in cooperation with 16 of its prime
contractors, held a procurement conference that attracted 700 small, women—owned
businesses to bid on $2.4 million in subcontracts.
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Initiatives that Increase Federal Procurement Opportunities for Women (cont.)

Federal agencies can now use a credit card to make so—-called "micro—purchases”
of $2,500 or less. Taxpayers save $50 on every micro-purchase that is made
without going through a procurement office, and small businesses benefit because
the credit card allows for immediate payment.

Under 1994 procurement reform legislation, all federal purchases between $2,500
and $100,000 are reserved for small business (unless two or more capable small
firms fail to make offers). This enhances the ability of small firms, including
women-owned firms, to obtain government contracts totaling $2.5 billion a year.

That same legislation establishes a Federal Acquisition Computer Network
(FACNET) that will give anyone with a computer and modem the chance to learn
about and bid on government contracts. This will improve women—owned
businesses' access to government procurements opportunities and at the same time
save taxpayers money through increased competition.

14




Providing Business Training and Technical Assistance

Business training and technical assistance can substantially increase the value women-—
owned businesses provide the American economy in terms of productivity and employment.
The Clinton Administration and the Congress have developed and fostered several excellent
training, technical assistance and outreach programs to ensure that women will be able to
compete to the best of their ability.

The Small Business Administration's Women's Demonstration Program helps support
women's business centers nationwide for entrepreneurs at every stage of their career. Each
center tailors itself and its offerings to the particular needs of its community. There are now
54 centers in 28 states, and they provide training and assistance on financial, management,
marketing and procurement matters to more than 2,000 women a month.®> Also in great
demand is SBA's Women's Network for Entrepreneurial Training (WNET) program, which
teams seasoned business owners with less experienced women entrepreneurs whose businesses
are poised for growth. A new feature of the program is the peer group roundtable. Both
WNET approaches help aspiring entrepreneurs avoid the common mistakes of new business
owners.

Recognizing that women—-owned businesses are rapidly entering international markets
in growing numbers, the President's National Export Strategy makes it easier for them to
successfully compete. The Clinton Administration has opened export assistance centers in 14
cities to provide one-stop shopping for export information, marketing assistance and financial
support. Additionally, Congress and the Administration have dramatically expanded the
Manufacturing Extension Partnership, a nationwide network of locally run centers that help
America's 380,000 smaller manufacturers improve their global competitiveness. Extension
agents —— most are engineers with years of experience in industry — provide firms with
assistance ranging from one-time advice on the purchase of advanced machinery to
continuing help adopting the stringent quality standards necessary to sell in foreign markets.

Finally, several federal programs help prepare welfare recipients and other low-
income individuals for self-employment. Job Opportunities for Low—-Income Individuals
(JOLI) and the Demonstration Partnership Program (DPP), run by the Department of Health
and Human Services, fund innovative local demonstration projects to increase the self-
sufficiency of the poor. Well over half of the participants are women. The Department of
Labor's new Micro-Enterprise Program funds training for economically disadvantaged
individuals who are interested in starting a microenterprise.

*SBA provides a three-year grant which must be matched by nonfederal funds. Most centers become a
key community resource and all but a few have continued operating with local funding even after the federal
funds are exhausted.
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Highlights:
Initiatives that Provide Business Training and Assistance for Women

SBA's Women's Demonstration Program, through locally supported centers,
provides training and counseling in all aspects of owning and managing a business.
In 1995, the program added 19 new centers, for a total of 54 nationwide.

The Minority Business Development Agency in the Department of Commerce
provides technical and financial assistance to minority small business owners. In
1994, MBDA centers served 3,500 minority women entrepreneurs.

The Clinton Administration has opened 14 U.S. Export Assistance Centers to
provide small businesses with a "one—stop shop" for export financing, information
on international markets, and other export assistance. Centers are operating in
Atlanta, Baltimore, Boston, Chicago, Cleveland, Dallas, Denver, Long Beach,
Miami, New Orleans, New York, Philadelphia, Seattle and St. Louis.

The Manufacturing Extension Partnership provides matching grants for locally
managed centers to help modernize small manufacturing firms. The federal
government has funded 53 centers since January 1993, for a total of 60 nationwide.

The White House recently led a trade mission for women business owners to
England and the Netherlands. With the help of U.S. embassy officials, these
women entrepreneurs met with prospective customers and brought back millions of
dollars of new business. Another mission is scheduled for spring 1996.

"Lots of people dream of opening their own business, but few are born knowing how to write a
business plan or get a business loan. I have seen a prospective entrepreneur's confidence improve
1000 percent when she is given the right resources.” Hedy Ratner, Director, Women's Business
Development Center.
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Expanding the Knowledge Base About Women-Owned Businesses

The federal government must help expand the base of knowledge about women-
owned businesses to effectively promote their success. Until recently, the federal government
had never counted the entire population of women—owned firms. As part of its 1992
Economic Census, the U.S. Bureau of the Census gathered data for the first time on women-
owned C corporations, as well as the previously studied, smaller firms. The Census Bureau's
special report analyzing this data, 1992 Women—-Owned Businesses, is being released in
conjunction with this report.

Rather than waiting for the next business census to be done in 1997, the Clinton
Administration asked the Census Bureau to conduct a special mid-term business census on
women-owned firms, focusing on the twenty percent of those firms with paid employees.
That special survey was carried out in May 1995, and the results will be released in the
spring of 1996. The mid-term census will provide more comprehensive data on the number,
size and growth of these larger women—owned businesses. The Census Bureau also included
questions on expansion plans, access to capital problems, and government procurement
opportunities at the federal, state and local level.

The Federal Reserve recently completed its 1993 National Survey of Small Business
Finances, examining the use of financial services and credit by small U.S. firms, including
minority and women—-owned firms. Preliminary findings appeared in the July 1995 Federal
Reserve Bulletin.

In addition to the federal government, our nation's universities are a potentially
important source of information about women—owned businesses: In November 1995, the
J.L. Kellogg Graduate School of Management at Northwestern University, in cooperation with
SBA and the National Women's Business Council, gathered leaders from the business,
government and academic worlds to develop an agenda for research on women entrepreneurs.
The resulting "National Research Agenda" will be published later in 1996.

See Appendix B for a list of data sources on women—-owned businesses.
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Robson talked with Godfrey on the telephone and then developed her own one-week
workshop, "Entrepreneurial Experience for Technical Women," for women at DOE and its
contractors. They covered topics ranging from the "glass ceiling” to "commercializing
technology."

Nina French, a Ph.D. in mechanical engineering at DOE's Sandia National Laboratories in
California, attended the workshop and credits it as being "pivotal” in giving her the necessary
confidence to establish her own environmental technology business, using DOE's instruments
to provide emissions data to companies engaged in contamination clean—-ups. DOE's policies
encourage entrepreneurial employees to take a leave of absence for technology transfer
projects. Today, French is encouraging other women with technical and professional
backgrounds "to trade a little bit of security for a lot of opportunity.”

Rosie Wiley and the Department of Health & Human Services
Moving from Welfare to Day Care

"New Opportunities for Venture Alternatives” (NOVA) may sound more like a Wall Street
firm than a welfare-transition program, but an alternative to government dependence is
exactly what the Good Faith Fund and NOVA coordinator Cheryl Moten have offered to over
50 recipients of Aid to Families with Dependent Children (AFDC) in Pine Bluff, Arkansas.
NOVA is part of a three-year demonstration program —— Job Opportunities for Low-Income
Individuals (JOLI) —- funded by the U.S. Department of Health and Human Services. JOLI
provides participants with self-employment training, business counseling, and opportunities to
"network"”. The Good Faith Fund, a local community-development organization, provides
microloans to low and moderate income entrepreneurs. Graduates of NOVA can take
advantage of the Good Faith Peer Lending Program, which provides access to larger small
business loans.

In the short time the program has been operating, Moten has discovered that the mostly
women students need help building their self-esteem, setting realistic business goals, and
straightening out their own personal credit record. Applicants for NOVA classes are carefully
screened and spend the first five weeks of the program building life skills. Rosie Wiley, a
43-year—old single mother who had been on welfare for "as long as I can remember" is one
of NOVA's early success stories. Now the sole proprietor of "Rosie's Daycare," she has a
steady income and no longer depends on a monthly AFDC check. Wiley says NOVA opened
her eyes to the fact that she had the necessary skills as well as a facility in which to start her
own day-care center. The JOLI program enjoys the enthusiastic support of the local
community, the town newspaper, as well as the clients themselves because, as one of them
asserts, "It's better than AFDC because it teaches you how to get on your feet and take care
of yourself."





