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	Minority companies fear changes to city program 

Minority- and women-owned companies saw their sales to the city of Phoenix triple in the past five years, which advocates attribute largely to the city's diversity program.

Now those advocates worry that progress will be crippled by three changes that went into effect Friday in the city's Minority- and Women-owned Business Enterprise Certification Program. 

"These are major changes; it is not business as usual," said Ron Williams, president and chief executive officer of the Grand Canyon Minority Supplier Development Council. 

The changes, minority advocates say, essentially create more equal footing between minority- and women-owned businesses, and non-minority, male-owned small businesses trying to win work from the city. 

The biggest change strips women and minorities of a bid incentive on certain contracts and instead offers the incentive to all certified small businesses, regardless of race or gender.

City officials, however, say that diversity efforts aren't going away.

The certification program was created to help level the playing field for women and minorities, who long complained of being shut out of city contracts. A study confirmed they were losing out. 

Contract diversity efforts

The city program, considered a state and national leader in contract diversity efforts, identifies women- and minority-owned businesses so that prime contractors can meet diversity goals on city construction projects. 

It also has allowed women and minorities to win some goods and services contracts even if they were not the lowest bidder, as long as they were within 5 percent of the lowest bid. But that has morphed into a broader program.

Another change creates a $750,000 personal net worth ceiling for women and minorities, squeezing out larger companies from being certified. That could potentially reduce the number of eligible minority and women companies counted to meet goals. 

Also, the city has widened the scope of who is eligible for small-business certification. A company can now be certified as a small business if it has a net worth of up to $750,000; previously, the limit was $250,000. That allows for larger non-minority businesses to compete on the same level as women and minorities.

"It's just a small-business program now," said Cody Williams, president and CEO of the Greater Phoenix Black Chamber of Commerce. "They've pulled a blanket over the program to make it much more generic."

He worries many minorities will lose out. 

"Those with the advantage that created a need for this program are the very people now standing on the same level," he said. 

Millie Gonzalez-Scott, vice president of Scott Business Group and treasurer of United Latino Business Coalition, has never benefited from the bid incentive. Still, she doesn't want it to go away.

She said while data show just 2 percent of bids won by women and minorities resulted from the incentive, the program was instrumental in encouraging those minority and women businesses to go after city contracts. 

"I can't look the other way just because it doesn't impact me," Gonzalez-Scott said. "The bottom line is they changed it because they are trying to avoid a potential lawsuit from a small business."

Firm's recommendations

Deputy City Manager George Flores said changes resulted from recommendations of an outside consulting firm, which re-examined the city's contract diversity efforts. The report gives insight to the city's progress, as well as makes recommendations on changes necessary to keep the program defensible in court.

Pointing to court cases around the nation challenging federal diversity contracting programs, Florida-based MGT of America Inc. made 12 recommendations to help the city narrowly tailor its minority and women program. 

Among them was meeting diversity goals through race-neutral means and using race- and gender set-asides only in extreme cases.

"What happens many times is when programs get challenged, the court may want to halt the whole program," Flores said. "We don't ever want the program to be vulnerable."

With that, the city felt it was best to broaden its bid incentive program, which Flores described as a safety net for minority and women businesses. He points the majority of contracts won by women and minorities did not rely on the incentive.

The city's Equal Opportunity Department doesn't view the changes as a hindrance. 

"Phoenix is going to continue to be extremely committed . . . It's an organizational value," department Director Carole Coles Henry said. 

Thus, the net worth cap was put in place to ensure smaller businesses benefit, she said. 

She points out that although the incentive program is no longer targeted at minorities and women, it has evolved to benefit all certified small businesses. Since many of those companies also are certified as women and minorities, few should lose out, she said. 

After five years of gains

Besides, she can't imagine a slide after five years of gains. 

Between July 1, 1999, and June 30, 2004, annual spending on these targeted groups increased to $155.9 million, according to MGT of America's report. But much more telling is the percentage of dollars spent. 

In fiscal 2004, percentage of total spending with minorities and women was 8.9 percent in construction work, up from 1.06 percent in fiscal 1999. Similarly, 19.1 percent of general services contracts go to women and minorities, up from 9.7 percent for general services in fiscal 1999. 

Another positive is the commitment by large contractors, such as Austin Commercial and Hunt-Russell-Alvarado, to include women and minorities subcontractors, Flores said. 

Hunt, for example, created a self-imposed goal that 20 percent of the project would be minority and women subcontractors on the expansion of Phoenix Civic Plaza.

Hunt's Western Division President Michael Gausden points out that so far the company has 22 percent.

Disparity gap is still there

Still, overall the disparity gap remains. 

Hispanic-, Black- and women-owned businesses remain underdogs in all three categories reviewed: construction, general services and goods and supplies. Hispanic construction contractors make up 8.01 percent of available businesses, but they receive just 2.2 percent of the dollars awarded by the city. Non-minority women make up 11.76 percent of available goods suppliers, but they receive 4.74 percent of the dollars awarded. 

Asian businesses have made the biggest strides. They receive a higher percentage of dollars for general services and supplies than the percentage they represent among all businesses. 

Native American companies made gains in general services, but they lag in the other categories.

"I predict in four years, some (more) of these groups will be hitting parity," Flores said.

Marie Torres, senior principal of Phoenix-based MRM Construction Services Inc., doesn't think parity will be possible, much less sustainable, without a strong business-diversity program from the city.

"Clients use you because of your services and your capabilities. But to have that added incentive, I'd be foolish to think it doesn't help," she said.

If efforts were to slide back, the City Council, at the request of administrators, can restore some of the incentives, said Coles Henry of Phoenix's Equal Opportunity Department. 

The business-development program, established in 1993, remains the only one among Valley cities aimed at helping companies shut out of government contracts.

Gov. Janet Napolitano has put a spotlight on increasing contracts with minority- and women-owned businesses, but the state lacks a program with goals or incentives. 

So when businesses become critical on Phoenix's tweaks to the program, Flores gets a bit frustrated.

"They probably should be demanding other agencies have similar programs," Flores said. "Imagine the impact if all of us were following this kind of program. We might all get to parity quicker if we do that."
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