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What to Know About Reading this Report

This report is developed from a community reporting perspective. We have omitted footnotes
and appendices to include relevant references withi n the report itself. Our research largely
included a review of the following resources:

Mayor Harold Washington’s Executive Order 85-2, Apil 4, 1985/Establishing MWBE Program
City Council Archives
http://www.chicityclerk.com/

Mayor Richard Daley’s Executive Order 89-7, April 5, 1989/Re-Issued Executive Order 85-2
City Council Archives
http://www.chicityclerk.com/

Mayor Rahm Emanuel's Executive Order 2011-4 , May @, 2011/Restriction of Contributions to the
Mayor or his Political Campaign Committee from Contactors either Directly or Indirectly
http://lwww.cityofchicago.org/content/dam/city/déepiiss/RulesRegulations/ExecutiveOrder20114
pdf

Review of the Minority and Women-Owned Enterprise Pogram — May 2010
www.chicagoinspectorgeneral.org

Follow-Up Review of the Minority and Women-Owned Eterprise Program — June 2011
Office of the Inspector General,
www.chicagoinspectorgeneral.org

Report on the City of Chicago's MWBE Program — June2009

David G. Blanchflower, Bruce V. Rauner ProfessoEobnomics
Department of Economics, Dartmouth College, HandMexw Hampshire
blanchflower@dartmouth.eduvww.dartmouth.edu/~bInchflr

MWBE Program — Certification
http://www.cityofchicago.org/content/city/en/depphss/provdrs/cert.html

MWDBE Directory of Certified Firms — City of Chicago

Search listings by:

(1) Airport Concessionaire Disadvantaged Busifagsrprise (ACDBE

(2) Business Enterprises Owned by People witlallisies (BEPD)

(3) Disadvantaged Business Enterprise (DBE)

(4) Minority Business Enterprise (MBE)

(5) Women Business Enterprise (WBE)
https://chicago.mwdbe.com/FrontEnd/VendorSearch@alshb?TN=chicago

Contracts since 1993 at City of Chicago Data Portal
http://data.cityofchicago.org/Administration-Fin@aA€ontracts/rsxa-ifys




What you Should Know about Reading this Report
Page 2

Chicago of Chicago Website
www.cityofchicago.org

Department of Procurement Services
http://www.cityofchicago.org/content/city/en/deptsdps.html

Certification and Compliance
http://www.cityofchicago.org/content/city/en/deptstomp/provdrs/certification andcomplian
cesupplierdiversityl.html

Study of Minority and Women-Owned Business Procurermant
By James H. Lowry & Associates, 1985
Harold Washington Library, Government Sectiof Fioor

Minority Business Directory of Contractors, Subcontactors, and Construction Suppliers
Published by Builders Association of Chicago, 8epter 1979
Harold Washington Library, Government Sectioh Foor

Chicago Economic Development Corporation (CEDCO) Bxchure - 1965
Harold Washington Library, Government Sectiof Fioor

Harold!

Photographs from the Harold Washington Years
Photographs by Antonio Dickey and Marc Pokempner
Text by Salim Muwakkil

NMSDC History
www.nmsdc.org

MBDA History
www.mbda.gov

The Washington Papers

A commitment to Chicago. A commitment to you.

Prepared under the direction of the Researchsmues Committee
Washington for Mayor Campaign

CHICAGO UNITED
Program Book for Organization’s 15" Anniversary
“15 Years of Dialogue, Dedication, Commitment - 29¥84”




Definition of Terms

ACDBE Airport Concessionaire Disadvantaged Business Enterprise
BEPD Business Enterprises Owned by People with Disabilities
CBOF Chicago Business Opportunity Fair

CMSDC Chicago Minority Supplier Development Council

CuU Chicago United

DBE Disadvantaged Business Enterprise

DOT Department of Transportation

DPS Department of Procurement Services

DPW Department of Public Works

IGO Inspector General's Office

MBDA Minority Business Development Agency

MBE Minority-Owned Business Enterprise

MWBE Minority/Women-Owned Business Enterprise

NMSDC National Minority Supplier Development Council

OIG Office of the Inspector General

OMBE Office of Minority Business Enterprise

SBA Small Business Administration

UMTA Urban Mass Transportation Administration

WBE Women-Owned Business Enterprise




THE BACK STORY
Mayor Harold Washington: How his Knowledge of Chalhges Facing

Minorities and Women in Business Paved the Way for

EXECUTIVE ORDER 85-2
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THE HAROLD WASHINGTON EFFECT!

April 3, 1985 was a historic day in Chicago—Mayor Hrold Washington issued and signed
Executive Order 85-2 establishing the City’s Minorty and Women-Owned Business Enterprise
(MWBE) program. Even though this was a pivotal time in histohg teal grunt work and advocacy started
decades before. However, when Washington waseelelse came into office knowing the challenges miiyno
and women-owned businesses faced in seeking taslodss with the City of Chicago. As an activigfitician
prior to becoming mayor, Washington often jokedwthus colleague, Lewis A. H. Caldwell, in therildiis
General Assembly, who constantly reminded Washimgfothe Cosmopolitan Chamber of Commerce
(Cosmopolitan Chamber) and its importance to bogdiiable Black businesses in Chicago. The Cosltitapo
Chamber, which still exists today, was founded983.to support Black business owners who, because o
segregation, could not join mainstream trade graupmg that time. Washington also knew first-haibdut the
work being done by the Chicago Economic Developr@amporation (CEDCO), formed in 1965 (but no longer
exists) and later became a model for economic dpwetnt services for minorities and women. This amas
interracial-led group with free services and actesspital.

Mayor Washington also knew that in 1966, Dr. Mattither King, Jr. appointed Jesse L. Jackson,g3etve as
the first director of the Southern Christian Leathgp Conference's Operation Breadbasket launch€tiizago to
effect progressive economic, educational, and kpoiay. In 1969, Rev. Jackson organized the fisck Expo
in Chicago. Expanding on his Breadbasket accomplnts, in 1971 Rev. Jackson established Peoptedtu
Save Humanity (later changed from "Save" to "Setv@®USH was dedicated to improving the economic
conditions of black communities across the Unitedes, and was extremely successful in compelliagpm
corporations to adopt affirmative action prograriitis action led to influencing these companiemétude black
suppliers, wholesalers, and distributors on theicpasing lists.

Washington was also connected to the Chicago Urbague (the League), incorporated in 1917 by aarriacial
group of organizers, which had gained a credilpj@tiaion in promoting social and economic advancerfor
Chicago’s African-American citizens. Under the legsthip of legendary Edwin C. (“Bill") Berry, andiéat under
James W. Compton, the League advocated for Blaskess development within governments as well@s th
public and private sectors. In 1968, the Leaglamgawith the Chicago Association of Commerce ardlibtry
and CEDCO, joined forces to sponsor the first Sep@pportunity Fair, which showcased minority-owne
businesses. The event was so successful tha6By kQvas incorporated as the Chicago Business ity
Fair (CBOF), which continues today. The Cosmopali€hamber became the fourth sponsor of the fair.
Additionally, the League’s Affirmative Action divisn, led by Taylor Cotton, played a key role in fbemation
and sustainability of Black Contractors United (BCWhich grew into the top advocacy group fightfog
construction jobs and contracts for its members.

Having served in the lllinois General Assembly aifsb as Congressman of théClongressional District,
Washington knew the history of steps taken at¢ldeifal level to strengthen the growth and develaopmi
minority business. He knew that on March 5, 19&@sident Richard M. Nixon established, within th&.
Department of Commerce, the Office of Minority Baess Enterprise (OMBE) known today as the Minority
Business Development Agency (MBDA). “By establigha federal agency dedicated exclusively to minori
business enterprise, President Nixon recognizedhact of minority businesses on the nation’s ecoynand on
the general welfare of the country.”

1969 was a banner year in another way. Respomdiggps in communication between the minority ahitev
communities following the death of Dr. Martin Luth€ing, Jr., a consortium of leading Black, whidéed
Hispanic business executives and professional pdophed Chicago United (CU), an organization for
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maintaining open communication between minority oemities and major businesses. In it§ g&ar
anniversary booklet in May 1984, CU'’s executiveedior Kenneth M. Henderson, Jr., said that “Ourtiradial
alliance of business leaders has no parallel iarathies. No organization in this city has a pamable mission
or brings the same combination of talents and megsuo the task of improving Chicago’s economignan, and
racial climate.” CU’s economic thrust was congistgith Mayor Washington'’s “Strategies for Econoraitd Job
Development” as outlined ifhe Washington Papemsepared by his research and issues committereghis
campaign for mayor. Today, Chicago United is aglichted to the thrust of its mission as it wasmfoeinded in
1969.

Over time, the synergy created from the succetiseo£BOF in Chicago led to other cities acrosscthantry
establishing similar programs. The OMBE was atgxking for ways to “pump up” their efforts in thevate
sector. Recognizing the need to organize a ndtgoap to represent, spearhead, and drive the mimeof
minority business activity at the local level, agp of Chicago companies, led by Robert Stuartjr@tam of
National Can Corporation, formed the National MityoPurchasing Council (NMPC) in 1972 and incorpedait
in 1973. In addition to National Can Corporatiolgadership, Amoco Corporation, represented bylipHil
Drotning, Director of Corporate Social Policy, pdaya major role in the funding and sustainabilftiNMPC
known today as the National Minority Supplier Deyghent Council (NMSDC). Their Chicago affiliatetie
Chicago Minority Supplier Development Council (CMSPponce known as the Chicago Regional Purchasing
Council.

Mayor Washington was also associated with and khewnany activists, contractors, and business teadeo
made their voices heard. Nancy Jefferson, Chaimna@CEO of the Midwest Community Council on Chirag
West Side may have been the strongest voice adegdat social and economic change. Washingtonkmaavn
about Paul King and other leaders who shut dowedgjui construction sites in 1969 because of thenabsaf
Black workers and contractors in HUD-financed biniddprojects. Hundreds of demonstrators were issiiry
Presidential Executive Order 11246, which requaeuctractors on federally-assisted constructiongatsjto cease
discriminating against Blacks and to take "affirimataction” to increase African American participat As
former Chairman of UBM Inc., King built meaningfidlationships at the local and national levelsdsiton
minorities for business opportunities at all leva@igovernment.

On October 13, 1971, Executive Order 11625 provategngements for developing and coordinating ipmailt
program for Minority Business Enterprises (MBE)heTfederal program was developed pursuant to tharur
Mass Transportation Administration (UMTA) Circulht65.1 issued December 30, 1977 and the Secrdtary o
Transportation Order 4000.7A issued March 6, 19@s legislation was updated in the Surface Trartgtion
Assistance Act (STAA) of 1982, 49 CFR Part 23.leTtl of the Civil Rights Act of 1984 establishdtketlegal
basis for setting DBE patrticipatiorl.he Department of Transportation (DOT) requites tecipients of federal
funding for transportation-related projects estbtjoals for Disadvantaged (DBE) and Women-OwneBEW
Business Enterprise participation.

In 1978, the City of Chicago’s Department of Publiorks (DPW) set the first DBE/WBE goals for theHate
Rapid Transit Extension ProjectDPW was given authority over projects and fdtisg DBE/WBE goals because
it had responsibility for administering UMTA grarfts all Mass Transit construction and repair pctgeexcept
purchases for the CTA. In response to requirenadittse Department of Transportation, DPW estaklisan
MBE committee comprised of five members represerfive City departments. The committee certifieB B4

and reviewed bidders’ compliance with the MBE gaddla contract._The City’'s DBE goals increasednfrt)% in
1979 to 13% in 1983 — the year Mayor Washingtok tifice.
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In 1979, the Builders Association of Chicago puidid a Minority Business Directory of Contractors,
Subcontractors, and Construction Suppliers. Tbapg listed as providing services to minority basses

at that time were: (1) Black Contractors United,B2eadbasket Commercial, Inc., (3), Chicago Ecdoom
Development Corporation, and (4) UBM Inc. ShowrBfU’s letterhead in the directory were names abié
Black companies of which most do not exist todatydra listed here for historical purposes:

-Lawrence Woods, Contract & Interiors Carpet -Wilbur Hollins, Wil Hollins Co.

-Glenn Harston, Archway Steel Erection -Steve Gth, Garth Construction Co,

-Ernest Bush, Bush Construction Company -James ©ssley, Crossley Construction Co.

-Clarence Dew, Dew & Sons Concrete Inc. -George MGraves, Strike Force Plumbing

-Charlie Griffin, C. Griffin Trucking and -H. Ke nt Hopkins, Hopkins Construction Co.
Excavating Service -James C. Matrtin, J & L ©nstruction Co.

-Louis B. Martin, Louis Martin Construction Co. - Charles F. Moore, C. F. Moore Construction

-Charles Petty, Petty Exterminating -Delores Sdrn, Alpaco

-Henry Simpson, Simpson Electric -Rufus TaylorTaylor Electric

Candidate Harold Washington knew most of the busiseowners on a first-name basis

Mayor Washington was not a “machine” candidateyhe independent and progressive. When he toatedffi
1983, his leadership was strapped by a conten@atysCouncil whose Majority 29 Aldermen were led by
Washington's prime enemy — Ed Vrdolyak and hisesvslly, Ed Burke. Washington endured then the tf
tug of war seen today between President Obamahar@dpublican Party. The difference, however, thas
Washington's enemies were members of his own DeatiodParty. “The media seemed much friendliehto t
Vrdolyak 29 than to Washington's forces,” a qudtattcan be found in the bodKarold with text by Salim
Muwakkil. That period of the Washington administsa was known as “Council Wars”.

In March 1985, James H. Lowry & Associates, a legdionsulting firm on the issues of minority andwen
business development, submitted to the City of &futs Purchasing Agent the “Study of Minority an@mén-
Owned Business Enterprise (MWBE) Procurement Progifar the City of Chicago” This study involved
intensive research, analysis, and problem solvingaw to develop an MWBE program. The intent veabdlp
Chicago become a “model city” in fostering urbapnreamic development through the development of real
minority and women-owned businesses. The repagdthat “Currently, the City’s only establisheazhicle for
certifying MBEs is the Department of Public WorkéBE Committee.”

The following month, after Lowry’s study was submited, Mayor Harold Washington signed
Executive Order 85-2 on April 3, 1985, setting pragrement goals for minorities at 25% and
women at 5%. These percentages were based on thexrgent of qualified minorities and women
available to do business with the City of ChicagoThe Order was effective immediately, thereby
opening doors to contracts unlike any time before.

Washington set into place new business success fioinorities and women which
continued after his untimely death on November 251987 into the administration of
Mayor Eugene Sawyer.
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This “Back Story” is offered to create a picture ofthe business environment for
minorities and women before and leading up to MayoHarold Washington
issuing Executive Order 85-2. With only 21 Alderme on his side, the Mayor,

like President Obama today, had to use options unddis control. In many ways,
this Executive Order may be Mayor Harold Washingtoris
enduring legacy to the City of Chicago.

MOST PEOPLE HAVE NOT READ ANY PART OF MAYOR HAROLD WASHINGTON’S
EXECUTIVE ORDER 85-2. THE FULL DOCUMENT CAN BE FOUND IN THE

CITY COUNCIL ARCHIVES AT www.chicityclerk.com.
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MOVING FORWARD

Did the MWBE Program move “Up or Down” during the22years of

Mayor Richard M. Daley?
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THE RICHARD M. DALEY EFFECT

PROTECTING THE MWBE PROGRAM

After taking office in 1989, Mayor Richard M. Dalessued Executive Order 89-7 to “Re-Issue” Mayor
Washington's Executive Order. However, during gahe year, iity of Richmond v. J.A. Croson Zj)the
Supreme Court ruled an affirmative action contragprogram unconstitutional because the City ohRiond did
not provide enough evidence to justify its progr&imilar programs around the country were threaténeuding
Chicago’s MWBE program. A blue-ribbon committeesvegopointed by Mayor Daley to study the City's peog.
In March 1990, the committee concluded that Chitaggristing set-aside goals were “appropriate and
sustainable” under theérosondecision. Hearings were held to generate evidencentinue the MWBE program.
In 1990, the Chicago City Council passed an Ordiadhat made the MWBE program law. The Ordinance
retained the 25% for minorities and 5% for womealgaet forth in Mayor Washington’s Executive Order

A potential setback occurred in 1996 when the BugdAssociation of Chicago challenged the
constitutionality of the City's MWBE program butlgimregarding construction contractin 2003, a
federal court held that Chicago’s program “did meget the constitutional standard set forth by the
Supreme Court'€rosondecision.” The court found that Chicago’s MWBE gmram was no longer
“narrowly tailored” to simply remedy the effectsdicrimination. The City took control by orgamigi

a task force to determine how to change the progréinen in 2004, the task force held hearings to ge
testimonies from affected and interested part@s.the City’s side, a statistical study was conedddb
pinpoint the scope of discrimination within the €dmo construction industry. The City had to also
determine how many qualified minority and women-edimconstruction firms were available to offer
construction services in order to set MWBE peragesgdor contracting goals.

The “construction part” of the MWBE program was modified when, in June£a8e City Council
passed an amended Ordinance as it applied to gotistr contracts,educing contract goals to 24%
for MBEs and 4% for WBEs. According to the May 2010 “Review of the Minoriynd Women-
Owned Business Enterprise Program” report by ttie€of the Inspector General (OIG), “Other City
contracts were not and have not been challengethanefore were not changedThis means that
contract goals of 25% for MBEs and 5% for WBES conhues onnon-construction contracts
Additionally, the amended Ordinance put in plageesonal net worth limit of $750,000 for owners of
certified firms and an annual gross receipts liimitcertified firms based on the Small Business
Administration’s (SBA) small business size standar(lhe size standards list can be downloaded at

www.sba.goy)

The May 2010 OIG report also showed that in 2006 @rdinance was amended again to raise the
personal net worth threshold to $2 million. Andeda inflation, that amount has since increase®Pt04
million. Additionally, the Ordinance was amended to sunset after five yemsrin December 2009.

In 2009, the City ordered another study of the ‘€itpnstruction industry which found that the Clgica
construction industry was mainly unchanged frone fpears before. This meant that the discrimination
effects continued in Chicago and the “penalty &kacto being a minority or a woman in construction
self-employment” still existed.
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“On July 29, 2009, the City Council reauthorized grogram through 2015. The only changes to thgram
were the addition of Native Americans as a disathgad group and an interim review scheduled fo2201
according to the OIG report.

DID MAYOR DALEY CLOSE HIS EYES TO THE FRAUD AND ABU SE IN THE MWBE
PROGRAM?

Even though the City of Chicago, under Mayor Daktgpd firm in protecting the legality of the MWBE
program, unprecedented cases of fraud, abuse, @nthmagement occurred during his administration.
In an interview with Aaron Feinstein, Director abgram and Policy Review, Office of the Inspector
General (OIG), it was revealed thatcg 2005theyrecommended that 20 companies be decertiied65
companiededebarred; and federal indictments have been bragginsfive (5) companies/individualsAzteca
Supply Co., Steven Fenzl and Douglas E. Ritter, @@8le Inc., James Duff/Remedial Environmental Mavgr,
and Anthony Duffy of Municipal Sewer Services.

The City’'s MWBE regulations clearly state that aiBE or WBE does not perform a commercially
useful function if its role is limited to that ohaextra participant in a transaction, contractpaoject,

through which funds are passed in order to obthe) dppearance of MBE or WBE patrticipation.”
However, the 50 investigations by the OIG uncoveredence that an alarming number of minorities
and women contributed to the fraud, abuse, and amagement in the MWBE program. Most of the
abuses occurred through (1) “Fronts” - Companietfieel as MWBEs but the operations, labor, and
profits are controlled by whites; and (2) “Passodlighs” — Legitimate MWBEs that transfer most of the

performance and dollar value of their contractsvhote-owned companies. Shown below are examples

of mismanagement and abuse taken from the OIG N9 Peport:

« City of Chicago reporting dollar amounts of contrads awarded not actual payments to MWBES
*  Over-counting of MWBE “Prime” contractor participat ion

»  Crediting ineligible firms

» Over-counting suppliers

» Unknown contract amounts to MWBESs in Joint Ventures

» Lack of Contract Compliance to assure that MWBES ae certified in their service/product areas
e Subcontractor payment certifications

» Brokers overstating MWBE patrticipation

e Front — Azteca Supply Co.

e Front — The Duff's Family Remedial Environmental Manpower

* Front— ICS Cable Inc.

» Pass Through - Large materials purchase routed thragh MWBES.

e Pass Through - Large subcontracts routed through MVBE subcontractors.

» Pass Through - Prime contractor has a direct relatinship with 2nd Tier subcontractor.

e Pass Through - Subcontracting labor services to neMWBEs.

» Pass Through - MWBE contract performance through us of non-MWBE Prime contractor personnel.
« Pass Through - Payments flow to " Tier and 3¢ Tier firms with which Prime has a relationship.

SEE A LIST OF DEBARRED FIRMS AND INDIVIDUALS AT:
http://www:.cityofchicago.org/content/dam/city/depligss/DebarredFirms/DebarredList1011.0.pdf
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HAS THE MWBE PROGRAM HELPED OR HURT
MINORITY AND WOMEN-OWNED BUSINESSES?

Minority Owned Businesses Certified
Chicago Firms vs. Outside Firms

-
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400 - August 8, 2011
200 - //
0 T 1
1005 Chicago 705 Outside
Firms Chicago Firms

Women-Owned Firms Certified
Chicago Firms vs. Outside Firms

600
500
400
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200
100

B WBE Firms Certifed as
of August 8, 2011

573 Chicago 525 Outside
Firms Chicago Firms

Emilie & Friends reviewed the MWBE Directory (available on the Department of Procurement
Services site) and separated minorities and womeri.he surprise was learning that there are

almost as many certified companies located outsiadg Chicago as there are in Chicago. A
subsequent review of the MWBE regulations showed #t certification is open to businesses in a Six
County Region which includes: CookDuPage, Kane, Lake, McHenry and Will. How does the
“outside” competition impact the chances of ChicagdMWBESs winning City contracts?
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m Minority Owned Vs.
Women Owned
Businesses Certified by
City of Chicago as of
August 8, 2011

W 1710 Minarity Owned

11098 Women Owned

Mayor Washington’s Executive Order stated that "Minority group means any of the following racial or
ethnic groups, as defined by the United States EquEBmployment Opportunity Commission: Blacks;
Hispanics, regardless of race; Asian-Americans anBacific Islanders; American Indian and Alaskan
Native.” Native Americans were added in the modifiation of the MWBE Ordinance in 2009. Itis not ckar
whether American Indian and Native Americans are sgonymous is the Ordinance._Are there too many
ethnic categories within the MBE group competing fo25% of the City’s business?

Total Women Owned Firms
Certified by the City of Chicago

e

800 A
600 1~
400 1V W Total Firms August 8,
2011
200 -
0 T T

701 White Owned 397 Minority
Owned

Emilie & friends was concerned that minority women might be doubleounted by adding contract awards
under both the WBE and MBE category. Verificationthrough the OIG, Women's Business Development
Center (WBDC), and other sources concluded that miority women are counted based on the designation
they use on a contract. For example, if they senas a WBE on a contract, they will be counted in tht
group. However,Emilie & Friends is working to get more clarification in that the Gty uses a category
“Women (non-minority) in providing contract results.
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TOTAL CITY CONTRACTS 1991 vs. 2008

Year Total City MBE MBE WBE WBE Total Total
Contracts Contracts % Contracts % MWBEs MWBEs %

1991 $598,534,397 $159,497,925 26.65% | $42,488,075 7.10% | $201,986,000 33.75%

2008 $2,437,266,418 | $722,934,714 29.66% | $312,153,681 12.81% | $1,035,088,395 42.47%

From the above statistics, over a 17-year period, WBE business with the City of Chicago increased by
13.72 %. In 2008, MWBE results exceeded the comtadd goal of 30% by 12.47 %.

MWBE AWARDS BY ETHNICITY 1991 - 2008

African American $2,990,271,768 11.32%
Hispanic $2,662,645,211 10.08%
Women (Non-Minority $1,836,092,958 6.95%
Asian $1,652,397,791 6.26%

According to the May 2010 OIG report, the percent bAfrican American participation is misleading in that
contracts to this group declined in recent years. fiese firms reached their peak in 2001 then declinddr
several years, then increased somewhat in 2008. éevthough Hispanic participation has gone up and den
significantly, the group reached its peak in 20080n the other hand, Asian participation has steadjl
increased over the last 18 years but dropped off iB008. Participation by non-minority women has bee
consistent but soared in 2008Emilie & Friends seeks to learn more about the cause/impact of ti2008

Results.

CONSTRUCTION CONTRACTS BY ETHNICITY 1995 - 2008

Hispanic $920,346,586 14.16%
African American $594,479,418 9.14%
Women (Non-Minority $461,923,658 7.10%
Asian $447,134,590 6.88%

Construction Contracts — Procurement Goals: 24% folMBEs and 4% for WBEs

Construction is the largest and most competitive ara of the MWBE program. Over the last 14 years,
Hispanics have secured over a third of the contrast For construction, the owner’s personal net wohlt must
be under $2.04 million and the firm’s gross receig must not exceed the small business size standasgs$
forth by the SBA. Note: The City of Chicago’'s MVBE regulations state that a construction firm that
exceeds $14 million in annual gross receipts averadj over five years is considered an “established
business.” Once a certified construction firm becoms an established business, it is graduated fromeh
MWBE program and no longer qualifies for certification.

Data Source for charts on this page: May 2010 Rewiof the Minority and Women-Owned Business Entager Program,
Office of the Inspector General

20




NON-CONSTRUCTION CONTRACTS BY ETHNICITY 1995 - 2008

African American $2,044,630,695 11.99%
Hispanic $1,502,460,454 8.81%
Women (Non-Minority $1,226,848,314 7.19%
Asian $1,068,187,841 6.26%

Non-Construction Contracts — Procurement Goals: 25%or MBEs and 5% for WBES

Two-thirds of the City’s procurement dollars are alocated for non-construction contracts. In this
category, African Americans have accounted for oveone-third of the total MWBE contracts
during the last 14 years For non-construction contracts, there is no persoraet worth limit and
the annual gross receipts limit is nearly $34 milbn for 2010.

Source for all data chart:
May 2010 Review of the Minority and Women-Owned Biess Enterprise Program,
Office of the Inspector General, City of Chicago

To learn more about the scope of the fraud, abusand mismanagement of the

MWBE program during the 22 years of Mayor Richard M. Daley, visit
the website for the Office of the Inspector GeneralCity of Chicago.

www.chicagoinspectorgeneral.org

Search for

REVIEW OF THE MINORITY AND WOMEN-OWNED BUSINESS
ENTERPRISE PROGRAM — MAY 2010

AND

FOLLOW-UP REVIEW OF THE MINORITY AND WOMEN-OWNED BU SINESS
ENTERPRISE PROGRAM — June 2011
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REFORMING THE MWBE PROGRAM

Is it a new day for the MWBE Program under Mayor Ren Emanuel?
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MAYOR EMANUEL ENGAGES THE PRIVATE SECTOR
TO BEEF UP THE MWBE PROGRAM

THE FOLLOWING IS A PRESS RELEASE ANNOUNCING NEW SMA LL AND MWBE
PROGRAMS. YOU CAN READ THIS AND OTHER RELEASES AT :
www.cityofchicago.org

FOR IMMEDIATE RELEASE
October 24,2011
CONTACT:

Mayor’s Press Office
312.744.3334
press@cityofchicago.org

MAYOR EMANUEL LAUNCHES TWO NEW PROGRAMS DESIGNED TO ENCOURAGE GROWTH IN
SMALL, WOMEN-OWNED AND MINORITY-OWNED BUSINESSES
Programs will engage the private sector and create more opportunities for businesses without any
additional cost to taxpayers.

Mayor Rahm Emanuel today announced two innovative new programs which will save taxpayers
money and increase the amount of contracting with small, minority- and women-owned businesses.

"I am committed to finding every way to maximize the value of taxpayer dollars, to encourage growth
and development of business in Chicago,” said Mayor Emanuel. "These programs will leverage taxpayer
resources to get a better deal for the City and promote growth in our small, minority- and women-
owned businesses.”

The first program, called the Small Business Initiative, is designed specifically to encourage small
businesses to have an opportunity to participate in City-funded construction projects. The program,
which will be race and gender neutral, will be exclusive to small businesses and will be limited to
construction projects that are under $3 million in total cost. This will provide a level playing field for
small businesses to compete in the construction space, a key area in which larger companies are at an
inherent advantage.

The second program, known as the Diversity Credit Program, is designed to increase the use of
minority and women-owned businesses on contracts issued in the private sector. This will be
accomplished by providing Supplier Diversity participation credit on City contracts for contracts that
are awarded in the private sector. For every $3 of private sector contracts, $1 in credit will be issued to
the contractor, which can then be used to provide up to 5 percent of a subsequent city contract. This
encourages some of Chicago’s largest construction contractors to work with minority- and women-
owned businesses - not only in the public sector, but in the private sector as well.
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Under current City of Chicago guidelines, every $100 million that is contracted with outside firms leads
to $28 million in contracts for minority- and women-owned firms. Under this new program, the total
contract value to minority- and women-owned firms could be $38 million. This amounts to an
approximate 36 percent increase over what the City can do on its own, significantly increasing business
for minority- and women-owned firms at no cost to taxpayers.

Jamie Rhee, the Chief Procurement Officer for the city, said these deals are essential to spur growth in
these key areas.

"It's not enough that we're committed in City government to supporting our small businesses and
women- and minority-owned businesses,” said Jamie Rhee, Chief Procurement Officer for the City of
Chicago. “We must involve the private sector, the non-profit community, and the whole City of Chicago.
Everyone’s support and involvement is crucial to our success.”

The Mayor was joined by John Rogers, who chairs an informal working group that meets regularly to

advise the Mayor on strategies to expand M/WBE and small business initiatives.
The new programs will take effect immediately.

H#HH##

MORE ON WHAT TO EXPECT FROM THE MWBE PROGRAM
UNDER MAYOR EMANUEL CAN BE FOUND IN THE SECTION ON
THE DEPARTMENT OF PROCUREMENT SERVICES.
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CITY OF CHICAGO
DEPARTMENT OF PROCUREMENT SERVICES

JAMIE RHEE
Chief Procurement Officer
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RESPONSES FROM JAMIE RHEE
Chief Procurement Officer
Department of Procurement Services
City of Chicago

E&F

Mayor Emanuel has emphasized transparency in his administration; does this mean that the Procurement
Department will now make available for public view procurement reports showing the ethnic breakdown of
contracts awarded to MWBEs?

RHEE

The Department of Procurement Services already posts all awarded City contracts on the City’s website. These
postings list not only the names of MBE and WBE firms that have been awarded City contracts, but also show the
MBE and WBE firms that are being utilized as subcontractors on City contracts. With respect to the issue of the
ethnic breakdown of awards, DPS does furnish this information in its reports to City Council. While we are
cognizant of the interest of the public in such reports, and make every effort possible to include all of the people
of Chicago in the City’s business, (i) DPS cannot and does not compel any particular individual or firm to bid or
propose on any particular procurement and (ii) the choice of subcontractors is, by law, a matter for the prime
contractors.

E&F

Last year, Emilie & Friends radio show produced several programs addressing the question “Why are Black
contractors at the bottom of the City’s procurement awards?” How will the programs announced by Mayor
Emanuel on Monday improve contract opportunities for Black firms? For other MWBEs?

RHEE

The Small Business Initiative is designed specifically to encourage small businesses, including African American
firms, to have an opportunity to participate in City-funded construction projects. The program is race and gender
neutral, and will be exclusive to small business working on construction projects valued at less than $3 million in
total cost. Pursuant to the rules of the Small Business Initiative, African American MBE/WBE firms, as well as all
other MBE/WBE firms, are prequalified as “small businesses” for purposes of participation in the program. This
will help to provide a level playing field for small businesses, including African-American businesses, to compete
in the construction space, a key area in which larger companies are at an inherent advantage.

The Diversity Credit program will increase the opportunities available to MBE/WBE firms, including African
American-owned firms, to participate in private sector contracts in the Chicago area. This will be accomplished by
providing Supplier Diversity participation credit on City contracts for contracts that are awarded in the private
sector. For every $3 of private sector contracts, $1 in credit will be issued to the contractor, which can then be
used to provide up to 5% utilization credit for a subsequent City contract. By this program, the City is making
efforts to incentivize the use of MBE/WBE firms, including African American-owned firms, in private sector
contracts in the Chicago area.

The City does not expect these programs to be self-actualizing. We are including education regarding these
programs in all of our outreach efforts so that MBEs, WBEs and other small businesses are aware of the
programs, and know precisely what they need to do in order to take advantage of these programs. Over the past
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year, DPS has conducted 100 outreach events throughout the City. We leave no stone unturned in our efforts to
involve all of Chicago in the City’s business. In fact, DPS advertises bidding opportunities in both Indigo and the
Defender in an effort to highlight opportunities and build awareness in the City’s African-American community.

E&F

We reviewed the contracts on the City’s Data Portal from 1993 through August 8, 2011 and wondered whether
female MBEs are double counted; are contracts awarded to them included in the procurement results for both
MBEs and WBEs?

RHEE

Female MBE's are not double counted. If a minority female is certified as both MBE and WBE, they only get
counted towards one or the other, depending on how the prime contractor decides on how to use them if they
are a subcontractor. If the MBE /WBE is a prime, again they can only use their certification towards one or the
other, not both. The reason for this practice is straightforward: our purpose is to proliferate opportunities. As
everyone knows, outcomes cannot be guaranteed. What is clear, though, is that if MBEs and WBEs are not
provided with opportunities, they will never grow. Once engaged in a contract with another vendor, whether as a
subcontractor or joint venture partner, it is incumbent upon the MBE or WBE firm to perform according to the
requirements of the contract, and develop an enduring relationship with their prime contractors and/or partners.

E&F

Last October, the Office of Compliance announced a new way for businesses to become certified through “a
Professional Declaration of Eligibility Process.” Is this process working and what should those who want to
become certified know about it?

RHEE

We believe the process is working, a total of 18 applications have been submitted thru the Professional
Declaration process. It is a way to get your certification expedited. As stated in the responses to the prior issues,
the MBE/WBE program is about creating chances for minority- and women-owned firms to get involved in the
City’s business. When the people of Chicago suggested that providing alternative means of certification might
increase the number of certified firms and thereby the opportunities for participation, we evaluated the
alternatives posed and implemented those that we believe can and do help.

E&F

We have talked to vendors, certified with the City, who feel strongly that partnering on Joint Ventures and co-
brokered projects do not provide “fair” opportunities for MWBEs to develop and grow. Is this a concern in your
efforts to improve the program?

RHEE

The City disagrees, and views Joint Venture pairigespportunities between M/WBEs and non-certified
firms as a key ladder to allow smaller M/WBE firtesgain the knowledge and experience necessary for
them to make the transition from working as a sabre@tor to prime contractor on City contracts. By
partnering with larger, more experienced firms, MBBESs can gain experience and learn tools to
further grow and succeed in the marketplace. Sirfgrtying a joint venture does not ensure that a
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vendor meets its participation goals. If you reviéwe City’s Special Conditions Regarding MBE/WBE
Participation, you will find that we emphasize tMBEs and WBEs perform a distinct, clearly defined
and commercially useful function in order to gaiadit towards the stated participation goals for a
contract. DPS is responsive to requests from MBisVeBEs when they believe that they are being
treated unfairly on a City contract, and we wilhtiaue to work with all involved to ensure thag
opportunities afforded to do business with the City are implemented in a manner that is fair and open to all
involved.

E&F

In looking at MWBE certifications, we were able separate MBEs and WBEs certified by those located in Chicago
vs. those located outside of Chicago. We found that there are almost as many outside as there are inside. How
would you respond to this?

RHEE

The Municipal Code of Chicago requires the City to certify minority and woman-owned firms that apply for
certification and have the majority of their full-time employees in the Six-County Region. Pursuant to Section 2-
92-420(s) of the Municipal Code of Chicago (“MCC”) “Minority-Owned Business” is defined as a local business
which is at least 51 percent owned by one or more members of one or more minority groups...whose
management and daily business operations are controlled by one or more members of one or more minority
groups, and which is not an established business. Section 2-92-420(y) of the MCC likewise defines “Woman-
owned business” as a local business which is at least 51 percent owned by one or more women...whose
management and daily business operations are controlled by one or more women, and which is not an
established business. Section 2-92-420(q) of the MCC defines “Local business” as a business entity located within
the counties of Cook, Du Page, Kane, Lake, McHenry or Will in the State of lllinois (the “Six-County Region”) which
has the majority of its regular, full-time work force located within the Six-County Region. Section 2-92-670(m)(o)
and (W) of the MCC have near identical provisions for certification of MBEs and WBEs for the City’s construction
program.

E&F

When we complete our report, we want it to be a fair representation of what MWBESs can expect. What do you
want aspiring entrepreneurs and established business owners to know about doing business “today” with the
City of Chicago?

RHEE

DPS is a customer service department. Our clients include other City Departments, elected officials, the local
business community, and, most importantly, the taxpayers of the City of Chicago. The City is a large consumer of
goods and services, processing contracts valued at nearly $1.6 billion last year alone. Our contracts are
opportunities to support the objectives of the City of Chicago, whether by exceeding the goals set by the City
Council for M/WBE participation, living wage, City residency requirements, or the chance to build new working
relationships through prime and sub networking. DPS highly values its positive working relationship with the
vendor community. We have taken to heart requests by our M/WBE vendors to be more inclusive and more
business-friendly. | believe that the programs we have described above, such as the Diversity Credit Program, and
the Small Business Initiative, help to illustrate the efforts we have made and will continue to
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make to ensure that the City of Chicago offers a level playing field to all potential vendors, while at the same time
providing substantial opportunities for our City’s M/WBE firms to participate in the City’s business.

The City’s overall M/WBE participation has grown for African American and Hispanic firms since last year. The
total dollars awarded to M/WBE firms also increased by more than $40 million. Something that will certainly help
the City’s efforts to create even more M/WBE opportunities is Mayor Emanuel’s $147 million investment in the
City’s infrastructure. The water and sewer projects created by this investment will help to bring more work
opportunities to M/WBE firms and will also create jobs for our community.

DPS works with a variety of agencies such as Black Contractors United, HACIA and the Urban League to uncover
problems that minority and women contractors experience while doing business with the City, to lift up issues
that our M/WBEs are concerned about, and to facilitate meetings between M/WBE vendors and the appropriate
City departments to address their concerns.

In addition, DPS is reaching out to the vendor community through education. DPS currently offers nine classes to
educate vendors on the best practices for doing business with the City, getting certified, and on bidding on City
work. DPS has also produced a buying plan, which lists upcoming City contracting opportunities so that vendors,
including M/WBEs, will know the types of business opportunities that the City expects to put out to bid in the
coming months. The buying plan breaks out subcontracting opportunities, lists estimated values for each
anticipated contract, and contains contact information for the user departments that will ultimately use these
contracts. This allows potential vendors to contact the City department that will be using the products and
services we are bidding if they have any questions. In addition, DPS posts all City contracts online, so that, if a
vendor sees an upcoming opportunity in the buying plan, they can go on to our website to review prior, similar
contracts, in order to develop a sense of what the City will likely be looking for in the upcoming solicitation.

DPS has also recently posted draft standardized terms and conditions for the City’s work services, professional
services, and commodity contracts to our website. We expect that draft construction terms and conditions will be
posted in the New Year. We invite members of the public, including members of the M/WBE community, to
review and comment on these draft contract terms. Once finalized, these standardized contract terms will make
doing business with the City more efficient and user-friendly for the business community.

Under the leadership of Mayor Emanuel, the City’s supplier diversity group, which handles M/WBE certification
and contract compliance matters, has moved from the Office of Compliance to DPS. DPS is in the process of
conducting a top to bottom review of supplier diversity’s practices and procedures, with an eye toward increasing
efficiency and turnaround time for certification applications. By consolidating this process at DPS, applicant firms
will more easily obtain information throughout the certification process.

Finally, | encourage all of your listeners to sign up for DPS Alerts, at
http://www.cityofchicago.org/content/city/en/depts/ dps/provdrs/events/svcs/dpsalerts.html
The City uses DPS alerts to update the vendor commu  nity on upcoming bids, and on general

best practices for doing business with the City of Chicago.
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THE FIRST STEP TO DOING BUSINESS WITH THE CITY:

GET CERTIFIED

Certification

To be certified as an MWBE, the company must madbus requirements. The applicant must first
establish that the majority ownership and day-tg-aatrol is held by a member of a disadvantaged
group as defined by the MWBE Ordinance or demotestreat individually the owners have been
socially disadvantaged through prejudiéefirm must demonstrate that it is independentbMaand has
the expertise to perform the work in the area #teisking certification. To participate in the coustion
program, an applicant owner must document thabhier personal net worth is under $2.04 milliod an
that the firm’s gross receipts do not exceed thalldmusiness size standards set forth by the SBA.
non-construction contracts, there is no personavoeth limit and the annual gross receipts limit i
nearly $34 million for 2010.

Annual Recertification
Once certified, a firm’s certification remaiwaalid for five years. However, each year the firm
must annually submit documentation to demonsttateit remains eligible for the program.

Expedited Certification - Professional Declarationf Eligibility

Professional Declarations of Eligibility is a preseo_expedite certifications for non-constructioon-
supplier/distributor MWBESThis processallowsattorneys, licensed Certified Public Accountants
(CPAs), or a designated certifying agency to relidWBE applications and attest that applicants meet
the requirements of the prograApplicant firms are still required to submit theomplete applications
to Compliance, which would “conduct audits of @ltifications submitted under this program.”

MWBE Compliance at Contract Award

The other administrative component of the MWBE pang is contract compliance. During the
contract award process, compliance officers worrsure that the contract complies with the
MWBE participation goals.

VISIT THE DEPARTMENT OF PROCUREMENT SERVICES AT

http://www.cityofchicago.org/content/city/en/deptsdps.html

and
CERTIFICATION AND COMPLIANCE AT:

http://www.cityofchicago.org/content/city/en/deptséomp/provdrs/certification andcompliancesupp
lierdiversityl.html
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IS THE CITY OF CHICAGO
LISTENING TO THE

OFFICE OF THE INSPECTOR GENERAL?
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INTERVIEW WITH AARON FEINSTEIN

AARON FEINSTEIN

Director of Program and Policy Review
Office of the Inspector General

City of Chicago
www.chicagoinspectorgeneral.org

About Office of the Inspector General
“Simply put, the mission of the IGO is to root out waste, fraud, abuse, and inefficiency in the

City of Chicago government and to promote economy a nd efficiency in the operations of city
government.” - Inspector General Joseph Ferguson from a speech at the Union League Club on
July 21 2010

IGO Oversight of the City of Chicago MWBE Progrankiom the 1IGO Website)
Over the past several years, the IGO has conducted  numerous investigations examining fraud,
abuse, and mismanagement in the MWBE program. These  investigations have resulted in the
debarment of 65 firms or individuals and the decert ification of over 20 firms or individuals. In
May 2010, the IGO conducted a program review __to analyze how actual participation in the
program compares to the participation statistics th at are reported to the City Council and the
public. IGO investigations and analysis have revea led broad and pervasive deficiencies in the
administration of the City's MWBE program and that the City cannot determine whether or not
the program is achieving its goals. As a result, th e program has been beset by fraud and
unlawful brokers, and MWBE patrticipation is likely far less than the publicly reported
participation statistics.

E&F:
On a scale of 1-10, how effective is the City’s MWIBProgram?

FEINSTEIN:
| can’t answer that. The main measure is to rediggarity for MWBEs compared to non- MWBEs. Weggest

that the City report just “actual payments” and amards. Without the City’s ability to collect the right
information we cannot determine if program is eifexor ineffective. The City’s report is basedyon
on awarded contracts. They never report how méithecaward was actually spent with the MWBE.

E&F:
Did Mayor Harold Washington’s Executive Order in 1985 establishing the MWBE program, and passing of
the Ordinance in 1990 putting the program into law,achieve the goals intended in the law?

FEINSTEIN :

The 1IGO’s work shows that the City doesn’t know aotbody knows. The City never collected data on
actual dollars on where they are going to MBEs &B4&. The program is understaffed, and the
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responsibility is handled by a select small graufhe Department of Procurement. It was transfetoe
the Office of Compliance for a few years and is gk at Procurement. Contract managers are in
charge of projects but checking on the dollar gealt their department’s responsibility. Ultimatel
responsibility lies with the Mayor. They neveratited the user department to make sure these
requirements are met; never communicated to thedegpartment.

E&F:
Within the Black community, a few companies get con tracts over and over again because they
know the right people. But if you don’t know anyone , if you're not on the inside, you probably

won’t get a contract . Black contractors are really upset about what'’s goi ng on.

FEINSTEIN:

The number of Certified MWBES is approximately 2% overstates how many are participating in the
program. Actually, the number that get contragtsmall; a very select group. The issue is conagatr.

In our review in the IGO June 2011 Report, the Cagstruction contracts that ended in 2008 showed
the actual payment for MWBE patrticipation on ab@b#70 contracts. The top 10 firms received 42% of
the MWBE contracts. MWBE contracts are concentrat®ong a small number of firms. There is a lot
of emphasis on Certification but most never wintcaxcts.

E&F:

On the City of Chicago’s Data Portal, we reviewedhe contract data for 1993 through August 8, 2011. &/
looked at Joint Ventures to determine whether primecontractors were using a limited number of MWBESs
to reach their diversity goals. Eight (8) firms ajpeared in these partnerships more often than other@wo
were MBEs). We found two companies with similar naes but had a city and suburban address. How do
you know if these are the same companies headedthye same people?

FEINSTEIN:

Joint Ventures (JV) with the same name are najalle Some companies give different parts of the
company a different name. No regulations to preaanajority JV partner from using the same minorit
companies all the time. One of the tricks for ¢ig to determine eligibility is whether a persenoo
wealthy and cannot participate in the MWBE prografhe primary owner has to declare all gross
receipts. In the Joint Venture relationship, theamigy is the majority partner and the MWBE is the
minority partner. From the City and contractgrstspective, it is difficult to know what is goiog

within Joint Ventures and what amount MWBES receiVée idea behind JVs is to grow MWBES but it
is not working and nobody has been checking tondedt’s going on.

E&F:

City projects have a lot of cost overruns on contrets where the lowest bidder won but with the
overruns, the contract can end up being the highestid. Shouldn’t there be a cap on how much the
project can exceed the contract bid?
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INTERVIEW WITH AARON FEINSTEIN

FEINSTEIN:

Contractors say that the City changes its mindaatus to the project. Contract Managers are supgosed
manage that. If you put a cap on it the City miggny it would restrain their flexibility. City Caract
Managers are stewards of the project.

E&F:

We found that of the Certified MBEs, 1005 were lodzd in Chicago and 705 were located outside of
Chicago. Of the Certified WBESs, 753 were in Chicagand 525 were outside of Chicago. How do the oids
numbers affect procurement opportunities for Chicagg MWBESs?

FEINSTEIN:

The MWBE Program allows participation by compangEsted within the Six County Region that
includesCook, DuPage, Kane, Lake, McHenry and Will in that& of lllinois. Chicago firms have a 2%
advantage on bids for be located in the G326 of hours worked on projects must be performe@iby
residents but, if not, the vendor has to pay alpgna

E&F:
In looking at the City’s Data Portal, we could notdetermine whether contracts to female minorities we
“double counted” by placing the amounts under award for both MBEs and WBEs. What did you find?

FEINSTEIN:
They distinguish the data on contract awards; theeyt double count.

E&F:
Your reports revealed unprecedented fraud, abuse,ral mismanagement in the MWBE program. How do
you differentiate the types of frauds?

FEINSTEIN:

We have completed 25-30 investigations on frautienMWBE program. The fraud covered two
primary areas -- Fronts which are companies prothaseMWBES but are owned by someone else, and
Pass-Throughs which are legitimate MWBEs but mbgtedollars go to non-MWBEs. This is kind of
a Broker relationship. For example, an MWB E cahacontract but 90% of the contracts go to
someone else. These companies are reportingfirenation to the City but they aren’t seeing wisat i
going on. They aren’t checking the dots. Last ykare were 11 positions budgeted to work on the
MWBE program at the City; the new budget showsmnaneiase to 17 positions. They have to also make
other people responsible for the City's contracpngcess.

E&F:
How many indictments have you made related to the M/BE program?

FEINSTEIN:
Since 2005, we recommended that 20 companies leetifiec! and no longer in the program, and 65 camgs
debarred and cannot do business with the city.reThave been four (4) indictments: Azteca Supply Steven
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INTERVIEW WITH AARON FEINSTEIN

Fenzl and Douglas E. Ritter, ICS Cable Inc., Jaing$ et. al Remedial Environmental Manpower, Anthion
Duffy of Municipal Sewer Services.

E&F:
In your report you revealed that the City reports the amount of contracts awarded and not the
actual payments, resulting in $400 million more tha MWBES were paid.

FEINSTEIN:

Our analysis of construction contracts for 200&fibthat actual payments to MWBEs and DBEs were
$19 million less than the City’s reported amouwtsthe contracts we reviewed. If that over-repa@tin
for 2008 was also applied to the over $2.5 biliioconstruction contracts awarded to MWBEs and
DBEs since 1993he actual participation in the Cityt®nstructioncontracts, between 1995 and 2008,
would be $400 million less than the City’s reporgtatistics.

E&F:
Have you talked to the Mayor about the concerns igour reports?

FEINSTEIN:
We have had a lot of discussions with the admitiistn. Generally, they are working to implement
changes.

E&F:
What is your position on the two new programs the Myor recently announced — the Diversity
Credit Program and the Small Business Initiative ppgrams?

FEINSTEIN:

The Credit program is for companies who use mirexiand women on non-city projects but will earn
credits that can be used when bidding on City emtét That program has existed since 2004 but the
City didn’t use it. | don’'t have enough detailstbie other program.

E&F:
How do you feel about the MWBE program? Does it red a major overhaul, continuous oversight?
Is the Mayor doing anything?

FEINSTEIN:
Both. It's too soon to tell if Mayor Emanuel isidg anything. Things are a bit better under Emanue
but it is too soon to tell. It will require moresources devoted to the program.

E&F:

Lastly, if contractors or anyone want to report improprieties, how can they do that anonymously?
I know a lot of people would be calling and reporting a lot of information if they felt secure.
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INTERVIEW WITH AARON FEINSTEIN

FEINSTEIN:
Oh, we have a number of ways. People can repadrit@anonymous hotline number if they suspect fraud
or even online. We want to hear from people.

WAYS TO REPORT FRAUD OR ABUSE TO THE
OFFICE OF THE INSPECTOR GENERAL:

www.chicagoinspectorgeneral.org

eSubmit a confidential report online
oCALL our toll-free hotline 866-IG-TIPLINE (866-448-4754)
eTalk to an investigator from 8:00 a.m. to 5:00 p.m. Monday-Friday

oSEND us an E-mail to: reportcorruption@chicagoinspectorgeneral.org

eSEND us a Fax to: (773) 478-3949

eMAIL a report to us at P.O. Box 2996, Chicago, IL 60654-2996,
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IS THE MWBE PROGRAM WORKING?

BUSINESS LEADERS, ACTIVISTS, AND BUSINESS OWNERS
SHARE THEIR OPINIONS
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Respondent — Business Leader

PAUL KING

Comprehensive Construction Consulting
Former Chairman and an Original Founder of UBM, Inc.
Over 50 Years Experience in the Construction Indusy

About Paul King

Paul King is the former Chairman and an original Fo  under of UBM, Inc., a Construction Project
Management and Consulting firm which was, in 2004, the largest African American-owned and
operated construction service firm in the state of lllinois. On July 23, 1969, King was one of the
leaders who shut down Chicago construction sites be cause of the absence of Black workers and
contractors in HUD-financed building projects. Hund reds of demonstrators were inspired by
Presidential Executive Order 11246, which required contractors on federally assisted

construction projects to cease discriminating again st Blacks and to take "affirmative action” to
increase African American participation. In aspee  ch at the “National Association for Minority
Contractors 29th Annual Conference: Gateway to the 21st Century” opening session, on June

25, 1998, King said: “Consider the volume of the top 25 contractors in Chicago, (none of whom are
Black), which for 1996, was $12.7 billion. All of the Black contractors in the U.S. (UBM included) don't
amount to one quarter (21 percent) of Chicago’s top 25 construction companies.” You can read King's
full speech Published in Motion Magazine February 6, 1999.

Assessing the Business Environment for Black Constction Contractors in Chicago

» Chicago once had a vibrant Black construction commuity but not today.

* The decline in the number of Black construction companies has impacted Black
procurement in all sectors: government, public, angrivate.

* There is also a decline in strong Black groups adeating on behalf of Black contractors and
rallying around a common purpose.

* Black elected officials today are not as vocal aboBlack procurement issues as they were in
past years. Mayor Harold Washington was the keynetspeaker at Black Contractors
United’s annual fund-raiser a few weeks before hideath. Congressman Parren Mitchell of
Baltimore advocated at the federal level, and sponsed a “Business Braintrust” each year
during the Congressional Black Caucus Legislative \@ekend. Congressman Charlie Hayes
formed a committee of business leaders who met relgdy to discuss issues impacting Black
business in Chicago. Congressman Ralph Metcalfe gloed for Black contractors on federal
construction projects. Aldermen Ed Smith and ToniPreckwinkle demanded Black
Contractor utilization in their wards and throughout the city. Not so today!

Concerns about the MWBE Program

» The use of Black contractors is steadily decliningherefore, the program is no longer
effective for these business owners.

» Too many “Primes” have used “fronts” and “pass-throughs” to prevent the growth of Black
firms; bogus deals do not grow CAPACITY.
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Respondent — Business Organization Leader

BETH DORIA

Executive Director

Federation of Women Contractors (FWC)
125 Members

About FWC

The Federation of Women Contractors (FWC) was found  ed in 1989 and is committed to the
advancement of entrepreneurial women in the constru ction industry. FWC members include
general contractors, sub-contractors, suppliers, an d service related firms representing every
facet and component of construction. Membership als o consists of Regular and Associate
Members, as well as Corporate and Commercial Sponso  rs. Regular members are those women
who are owners of or in a policy-making position wi thin a construction or construction related
company. Regular Members are eligible to vote and s erve on the Board of Directors. Associate
Members are affiliated with a company which serves the construction industry and provide
significant assistance in furthering FWC's organiza tional goals. Projects FWC members
have/are working on: Wacker Drive, Trump Tower, So Idier Field, McCormick Place East and
West, and Children’s Memorial Hospital.

Assessing the Business Environment for FWC MembeKSver the Years and Moving
Forward

* Fraud and abuse of the MWBE program has affected FW& members from the point of
extraordinary scrutiny and paperwork related to certification and re-certification as well as
requests for information relating to personal assetthat is not asked of male applicants.
Legitimate MWBEs do not want to be linked to fraudand are grateful that fronts have been
weeded out.

* Without the MWBE program, women would not be invited to bid.

» Jamie Rhee is a great procurement officer; she anger staff are aggressive in helping
MWBEs.

» Mayor Emanuel appointed a committee of business ldars and others to study the MWBE
program; results due in December 2011.

Concerns about the MWBE Program
» Challenges in timely payment continue.
» Roadblocks in getting access to capital continue.
» Securing bonds is more difficult.
* Issues related to Universal Certification
» Barriers to MWBES’ growth.

Beth Doria is excited about Mayor Emanuel’s leadbig; he seems committed. Jamie Rhee is a great

chief procurement officer which gives hope for a MBE program that works.
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Respondent — Business Organization Leader

DONNA GAINES

President and CEO

ABLE (Alliance of Business Leaders and Entreprenels)
20" Anniversary for ABLE - 2012

30 Years of Entrepreneurial Experience

About ABLE

ABLE is a non-profit organization, founded in 1992 to establish business relationships for its membgrand to promote
business opportunities and inclusion in the corpor® community. ABLE, headquartered in the city of Chcago, is
comprised of a select group of leading African Ameacan CEOs, representing a broad spectrum of businesnterprises
nationally, and internationally. ABLE is dedicatedto fostering entrepreneurship as a pathway for buding wealth and
economic independence in the community.

ABLE Companies

« ABLE companies represent collective revenues of ov83 billion annually, employ over 7,500 employeesnd
average over 10 years in business.
« ABLE businesses provide products and services to Rane 500 corporations and government agencies.

Assessing the Business Environment for ABLE Membersver the Years and Moving Forward

 Members who have contracts in the public sector havbenefited from programs created by M/WBE legislaon
at various levels of government. However, after 280 years in business, some companies no longer bfyafor
programs for disadvantaged businesses.

e Members have experienced some success in doing Imesis in the private sector, especially with those
corporations that are committed to diversity and irclusion. These companies are generally considereday
corporate citizens because their corporate philosdyy promotes inclusion internally and externally.

» ABLE is creating strategies to grow the capacity ofts members by developing joint ventures between imority
companies and creating similar partnerships with pime contractors.

Challenges of the Current M/WBE Program

« Minority companies are often contracted solely as MWBEs to fulfill goals and quotas. This limited viev of their
value and expertise contributes to the belief thathey cannot successfully perform on large contracts

¢« Many joint ventures are not structured and monitored in a manner that allows M/WBEs to build capacityand
grow.

e Some RFPs, in industries such as construction anaiformation technology, are outdated and should bea-
written in a manner that does not favor sole sourceroviders or the incumbent vendor.

« RFPs with stringent insurance and bonding specifidéoons often prevent M/WBEs from successfully compétg
for contracts. A provision to add sub-contractors b the prime contractor’s bonding and insurance coveage
should be considered.

e Strategic sourcing is a recognized and effective sbsavings measure. However, these “bundled” cordcts often
include requirements that prevent many M/WBEs fromcompeting.

¢ Industry-specific focus groups should be conductetb understand and address the barriers to effectiveninority
contracting, and to take advantage of the subject-atter expertise these companies can provide.

* Reports on minority contracting usually list contracts awarded but do not usually reflect the actual “spend” or
payout to the minority company. Further, low-profit contract awards do not allow M/WBE's to grow capaity
or create jobs.

Donna Gaines is optimistic about the future of mirity businesses, but believes that innovative nésategies
must be employed.
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Respondent — Business Organization Leader

HEDY RATNER

Co-Founder and Co-President

Women'’s Business Development Center (WBDC)
25th Anniversary - 2011

About WBDC

The Women'’s Business Development Center (WBDC) ist  he oldest, largest, most comprehensive,
and successful women'’s business assistance center i n the United States. We're nationally and
internationally recognized for our responsive, inno vative, and effective programs and advocacy
efforts. We deliver business services and financial assistance to empower women towards
entrepreneurship and economic self-sufficiency. Sin ce our founding in 1986, we've grown from a
two-person operation to a national leader in women’ s economic development with a budget of
$2.2 million. Our operation has grown to a staff of 24 full-time employees and consultants, a
roster of expert trainers, industry-specific adviso ry boards, and a powerful Board of Directors
comprised of Chicago women considered leaders in th eir fields. Over the years, we've assisted
more than 65,000 women in the greater Chicago area, helped establish 14 additional women’s
business assistance centers in six states in the U. S., and continue to be credited for programs
and policies that impact women’s economic developme nt across the nation and globally.

Assessing the Business Environment in Chicago for WIBEs

» Policies and goals were established in 1985; howeveo monitoring system was in place. The
program worked in that women and minority businesse were able to grow, but was the MWBE
program meeting the standard for which it was interled? No.

« MWABEs are in a better position today but there is bom for improvement.

* In support of the MWBE program, the WBDC offers expedited certifications for women and
minorities, match businesses to contractor needsnd provide referral services.

» Regarding double counting of Minority females in b¢h the MBE and WBE category,the city of
Chicago has a double list; it is supposed to be @®referenced in order to avoid double counting,
and | think they do a pretty good job with that.

» I sit on a Blue Ribbon Advisory Panel and on the Mgor's Affirmative Action Committee where

some of the things you are hearing about now havesbn discussed so | believe the Mayor is listening.

Also, with these actions, there will now be more aountability.
» Regarding Joint Ventures,| don't have a problem with them. It's the system. JVs give minorities

and women an opportunity to do business they wouldot otherwise be able to handle. Overall, JVs

help improve and grow MWBE companies.
« We have not been able to determine the total impad/s would have because of the way the

monitoring system was put in place. The City momors the JV for completing the work but does not

monitor the MWBE separately for the work done on the project.

Concerns about the MWBE Program
- Consider a way to determine the impact of Joint Vetures on the growth and development of
MWBEs.




Respondent — Business Organization Leader

MARSHETTE M. TURNER
Executive Director

International Trade Bureau
Rainbow/PUSH

Founded 40 Years Ago

About the International Trade Bureau

For over 30 years, the Trade Bureau has advocated o  n behalf of minorities for inclusion in the
corporate sector, helping them gain access to new o pportunities. We provide referrals and
networking opportunities for our members in both th e public and private sectors, and encourage
and arrange horizontal trade among our members. Act  ive membership is the key to benefiting
from the Trade Bureau, which holds open meetings at Rainbow PUSH national headquarters for
members to network and get information to help thei r business or career.

Trade Bureau Companies
» Trade Bureau members comprise a broad range of indsiries including transportation,
construction, professional services, retail store$pod suppliers, janitorial, and more.
» A growing number of members provide products and swices to Fortune 500 corporations and
governments, and government agencies.
» Approximately 40% of Trade Bureau members are cerfied with the City of Chicago.

Assessing the Business Environment in Chicago

» Reverend Jackson has talked frequently about the miness environment in Chicago dating back to
Operation Breadbasket and under Mayor Harold Washirgton whose administration was more open
to MWBESs than any Chicago Mayor before him. Reverad Jackson reminds us that there were a
large number of Black businesses during that periothat got contracts on government projects and
also succeeded in doing business with corporate Anea.

* Today, Jamie Rhee and Shannon Andrews in the Depamient of Procurement Services have been
quite willing to assist the Trade Bureau and its meabers, and are open to hearing our concerns.

» Trade Bureau leaders meet frequently with large costruction companies to advocate for inclusion
of members on neighborhood and citywide projects; twever, challenges still exist.

» For awhile during the Richard M. Daley administration, Trade Bureau members got contracts but
something changed and the contracts decreased.

» Business in Chicago needs to be more diversifieontracting officers in government and the
private sector need to see the ‘value” of MWBE paitipation.

Concerns about the MWBE Program
« Late or slow payments on contracts.
e Large firms constantly “outbid” MWBE companies and, too often, RFPs are bundled but could be
broken up to allow small firms to compete.
* Not sure if Joint Ventures are benefitting MWBE tothe degree that they could. A concern is that
“Primes” do not want to develop competitors, but ths “is not good business”.
More resources are needed to help develop MWBES duas assistance in building capacity.
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Respondent — Activist

EDDIE S. READ

Chairman, Chicago Black United Communities
Chairman, Black Independent Political Organization
Activist for 50 Years

About Eddie Read

Veteran Activist Eddie S. Read is the founder and president of United Independent Workers
International Union, a multi-trade union. He isals o Chairman of Chicago Black United
Communities (CBUC) and Chairman of Black Independen t Political Organization (BIPO), both
founded by the late longtime activist, Lu Palmer. R ead also served as Palmer's personal aide. In
1994 Read led a mass protest and shutdown of constr  uction sites, resulting in hundreds of Black
men and women being put to work. He was co-convener of the Million Man March - Chicago.
Read worked on the Presidential Campaign for Barack Obama and Mayoral Campaign for Danny
Davis. Read created the slogan "If we don't work, don't nobody work".

Assessing the Business Environment in the City oficago

* When Harold Washington was elected Mayor in 1983he business environment in Chicago was
predominantly segregated; Whites ran everything, may were anti-Black, and others practiced
racism. However, there were a large number of vidb Black-owned businesses such as Baldwin Ice
Cream, Parker House Sausage, Bush Construction Corapy, C.F. Moore Construction Company,
Johnson Publishing, Johnson Products, Al Johnson @dlac, and others. Mayor Washington did
not have control of the City Council when he took fice which is one of the reasons he had to issue
an Executive Order to establish the MWBE program. His goal was to level the playing field so that
Blacks, minorities, and women would have a fair chace to compete for City contracts enforced by
the government. Mayor Washington also mandated appntice training at Washburne Trade
School but Unions affiliated with the school closethe training and relocated the program to the
suburbs making it difficult for Blacks to enroll. During those days, Black advocates worked
together and even created a covenant on who to bsypplies from and do business with. On the
nonprofit side, the Chicago Urban League was a stry advocate for Black constructioncompanies,
and their efforts spawn the creation of Black Contactors United, helping its members to
win contracts at the federal, state, county and lat levels.

* During the 22 years of the Richard M. Daley adminigation, the MWBE program was plagued with
fraud and abuse. Some minority and women businessvners willingly servedas “Fronts (White
owned but promoted as an MBE or WBE), and Pass Thuaghs” (MBE or WBE-owned but the
workforce and operation is White). These types afompanies were perfected during Daley’s
administration and became a major cause of puttinddlack construction contractors out of business.
There were also minorities who “cooked the books™félsifying information) for White contractors.

The result is a dwindling number of Black construcion companies and a depletion of companies that
have the capacity to perform as primes on major prggcts.

* Regarding Mayor Rahm Emanuel, it is too soon to asss what will happen to the MWBE program
during his administration. However, it seems thahe is shifting his political power to the private
sector.

Eddie Read says that “Black families were makingogress until they took James out of the house on
Good Times!”
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Respondent — Business Owner

BUFORD C. J. BAPTISTE
Founder and Owner
A-Dynamic Flooring Concepts
32 Years in Business

About A-Dynamic Flooring Concepts

A-Dynamic Flooring Concepts: From elegant to rusti c...traditional to contemporary, a-dynamic
flooring satisfies the taste for flooring that's as unigue as you are. So get ready for an adventure
as we show how our flooring has been used to set th e stage for beautiful rooms that literally
have life of their own. Every home decorating adven  ture begins with a first step. We want your
experience to take a new dimension in style we will prepare rendering or drawing if necessary for
your approval.

Assessing the Business Environment in Chicago

* When Harold Washington became Mayor, it was the fist time opportunities were available to
acknowledge the capabilities of African American cmpanies as leaders in their industry. The
Mayor’'s Executive Order gave these companies accessCity contracts for which they were
qualified and prepared.

» A-Dynamic Flooring Concepts was certified with theCity from 1988-1992 but then chose not to
renew because being an MWBE created a “stigma” regding the company’s qualifications.

» Over the years, some MWBESs have damaged the verygmgram set up to assist them by serving as
“Fronts and Pass-Throughs”. The “Primes” have usedmisused, and misguided these small
companies, and it is a disgrace.

«  MWABESs should not rely too much on contracts from tle City of Chicago. They have to align
themselves with other sectors like manufacturing.The key is building relationships with people who
can vouch for their qualifications.

» Joint Ventures have been a good business option férDynamic Flooring Concepts.

» African American construction companies have beenurt by the closing of vocational education
programs in Chicago Public Schools. The reality ithat everyone will not go to college but they can
make a good living in a trade.

» Unlike the Washington years, very few elected offials today are advocating on behalf of MWBEs,
and neither is MWBESs holding these politicians acamtable.

» African American business owners are not cross-refencing African American industries.

e Overall, African Americans “misinterpreted integration”, causing them to lose the “unity concept”.
Many have dispensed to other communities rather thaunite in the African American community.

Concerns about the MWBE Program

«  MWBESs need “fresh blood” pumped into their companies such as college graduates who have
talents and skills to help these businesses surviva big concern is that African Americans are not
encouraged to work for African American companies.

» There are not enough “ready-to-go” contract opportuities for MWBES.

»  MWBESs need access to capital; they don’'t have enolhigtaff to do outreach and provide the service
too.
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Respondent — Business Owner

MATTHEW COOPER

Founder/Owner/President

Inner City Underwriting Agency (1995)

More than 25 years of Insurance Industry experience

Service
Insurance* Employee Benefits * Surety * Risk Maagement
(One of a few minority firms nationwide providing Surety Bond Insurance)

About Matthew Cooper

When Cooper started his business, allegations ofdining were being made against major
insurance companies during business in Chicago ir to becoming certified, one of Cooper’s
major accomplishments was the opportunity to manage group of minority brokers on a contract
they won to provide insurance for all activities duing the 1996 Democratic National Convention
held in Chicago. This placement included $100 midin in liability limits in addition to insuring all
autos, buses and other property owed, rented or uddy Democratic Committee.

Experience with the City of Chicago

» MBE certified from 1998- until present

* Won first contract with the City Treasurer during J udy Rice’s administration to provide Crime
Insurance from 1998-2008.

» Served as a Co-Broker on Placement of Insurander both Airports with Willis. After
working with Willis on the contract for six years, Cooper wanted more direct involvement in
the account including the ability to handle a porton of the coverage through his company. He
decided not to continue on the contract when the narity firm would not allow Inner-City to
handle any of the actual placements of coverage.

Concerns about the MWBE Program

* More opportunities should be provided for MWBES toserve as “Primes” for the placement
of insurance coverage. Insurance firms do not havi® make large capital investments on an
insurance policy; there is no real default risk. MVBE firms should therefore be given a
realistic opportunity to compete as “Primes” on theCity’s insurance contracts.

» Joint Ventures do not appear to work well for mostMWBESs. The portion of the work given
to the “Minority Partner” does not provide the opportunity to improve “core
competencies”. Requiring a percentage is less impant than actually requiring that
specific tasks and responsibilities be awarded Mindy firms.
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Respondent — Business Owner

GLENN HARSTON

President and CEO

G.M. Harston Company

30 Years in the Construction Industry

About Glenn Harston

A Chicago native, and no stranger to Chicago politi Cs, civic service, and the construction
business, Glenn Harston brings over 30 years of con  struction experience and a wealth of
knowledge in that arena both locally and nationally . Glenn was formerly known as the President
and Chairman of Black Contractors United as well as President of the Tradesmen Club. He
served on Governor Jim Edgar's transition team as C  hairman of the Building and Transportation
Committee. He also served on Governor George Ryan’s  transition team. He’s known as a pioneer
in the construction industry, often helping many yo ung Black contractors rise up through the
ranks; he was a Building Trades instructor atthe C  hicago City Colleges (Dawson Skill Center).
Glenn is often seen around the city in many civic s ervice circles, such as his work with
Rainbow/PUSH, the Chicago Urban League, the FROGS C lub, etc.

Assessing the Business Environment in the City ofHicago

» During Mayor Harold Washington’s administration, th e business environment in Chicago
was exciting but former Mayors — Richard J. DaleyMichael Bilandic, and Jayne Byrne —
were not receptive to MWBESs. There were viable Blgk construction firms during the
Washington days, strong advocacy groups, and comrted activists.

* Governors Jim Edgar and George Ryan were both suppbive of Black business
development. However, in the 1980s, Black Contramts United sued the lllinois
Department of Transportation and won for their failure to use Black contractors to provide
surface transportation and assistance.

* In 1988, Harston testified before Congress Commiteeon Small Business regarding the
Disadvantaged Business Enterprise (DBE) program.

* Under Mayor Richard M. Daley, procurement numbers br Black contractors dropped
tremendously. Hispanics became the target minoritfor construction projects. The
Hispanic Democratic Organization built voting suppat for Daley for which Hispanics were
rewarded with contracts and jobs. Under Daley, TIFfunds were not used fairly to hire local
residents on projects in their communities. Alsono dollars in penalties have been collected
from companies “not of compliance”.

» During the Daley years, the City Council Black Cauas was “ineffective”.

» Black elected officials at all levels of governmeritave not pushed for Black contracts with
the passion of past decades.

Concerns about the MWBE Program

* The program must have a commitment from Mayor Emanel or any Mayor in office.
» The proper leadership and staff must be in both Prourement and Compliance.
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Respondent — Business Owner

CONSUELO R. MILLER

Attorney at Law

Law Office of Consuelo R. Miller, Ltd.

7 Years in the Legal Profession

18 Years as President and CEO of the Cosmopolitanh@mber of Commerce
30 Years Entrepreneurial Leadership

About Consuelo R. Miller

Miller has had a lengthy career in community and ec ~ onomic development. One of the
early organizers of minority contractor organizatio ns, she was also director of research
for the Chicago Economic Development Corporation (C ECCO), director of its
Contractors Division, and Vice President, prior to taking over leadership of the
Cosmopolitan Chamber of Commerce. Much of her legal work is dedicated to small
business, both transactional and litigation practic e.

Assessing the Business Environment in the City ofiicago

* When Harold Washington was elected in 1983, Blacka business were up against vigorous
competition because they did not have relationshipsith decision-makers in City
government. If the City owed money to constructiortontractors, they were not required to
have bid performance and payment bonds. The “Ol@oys Network” kept contracts going
to those they knew. It was very costly for MWBEsd compete and it was quite difficult for
them to get inside information.

» After Mayor Washington issued his Executive Order stablishing the MWBE program in
1985, City agencies were required to have a levdhping field to overcome disparities.
White firms were required to use MWBEs.

» Black Contractors United and Chicago Urban League wre effective in getting contracts for
Black contractors but they had to compete with Hispnic groups as well.

* The Chicago Regional Purchasing Council (now CMSDCpcused on connecting MWBES
with buyers in the corporate sector which helped supliers gain respect from the City side.

* Mayor Daley created an environment that reduced thewumber of available people who
were willing to protest in today’s environment. Tlose who tried to stay in business chose
options that decreased their ownership in their busess.

Concerns about the MWBE Program

» MWABE rules are problematic and should be clearly déned during the certification process
specifically related to the percent of employees # must be located in Chicago when
seeking certification.

» To grow or stay in business, MWBES have to partnewith a “prime”.
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Respondent — Business Owner

YVONNE PUGH
Founder and Owner
FOOTSHINES

30 Years in Business

About Yvonne Pugh

Yvonne Pugh is a retired teacher from the Chicago P ublic Schools. She took a sabbatical to start
her business. FOOTSHINES provides stress relief thr ~ ough foot massages, aiding various
functional parts throughout the body. The FOOTSHINE S concept was developed in 1979. In 1981
and 1982, Yvonne Pugh and Dorothy Cowan presented F  OOTSHINES to the public at Navy Pier in
Chicago, lllinois. A million passed through Chicago Fest and hundreds got relief through
FOOTSHINES.

Assessing the Business Environment in the City oficago

* FOOTSHINES has never been certified by the City o€hicago. Ms. Pugh found the
application’s regulations and instructions “intimidating” before she discovered that the
final information to be submitted was not excessive

* Mayor Harold Washington’s Executive Order establishng the MWBE program in 1985
sought to create an equal distribution of City contacts. His efforts rejuvenated the
entrepreneurial spirit within the Black community and helped many businesses at that time
to survive and thrive.

* During Mayor Richard M. Daley’s administration, Bla ck procurement with the City of
Chicago declined significantly; yet business for der minorities increased. Also, fraud and
abuse of the MWBE program during Daley’s administraion disproportionately affected
Black construction contractors. Mayor Daley appeard to favor Hispanic business
development based on his support of special busirgeand employment initiatives
implemented by the Hispanic Democratic Organization

* Ms. Pugh appreciates Mayor Rahm Emanuel's effortsa reform the MWBE program. Her
hope is that the Mayor will put in place controls ad oversight to wipe out fraud and abuse
as well as create fairness in RFP solicitations armbntract awards.

Concerns about the MWBE Program

» The MWBE Certification application is copious, whidch prevents some worthy applicants from
applying due to their fear of paperwork.

« Timely and useful information about the program isnot distributed broadly to neighborhood
business groups and professional organizations, thgh some certifying programs have developed
"low doc" applications.

To succeed in business, Yvonne Pugh says that MWBIisuld know that it takes
"working a plan" to make entrepreneurship work.
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Respondent — Business Owner

MICHELLE RINGOLD

President and CEO

Ringold Financial Management Services
6 Years in Business

About Michelle Ringold

Michelle Ringold, along with Principal/Executive Vi ce President Rick Ringold, heads one of the
fastest growing Licensed Certified Public Account a nd Management Advisory firms in lllinois.
Even in a tough economy, the firm has grown over 20 0 percent during the last two years. This
growth relates to strong executive leadership, usin g strategic approaches to doing business,
building capacity, and partnering with prime firms like KPMG. “We seek opportunities
aggressively and do not wait for them to find us”, says Michelle. As a City of Chicago vendor,
Ringold is experienced in compliance and access, an  d uses best practices in providing service
to clients. Michelle has more than 20 years experi  ence in Auditing, Accounting, Tax, and
Strategic Financial Management. She has administer  ed large government projects such as
overseeing the Accounting Conversion of 300 Chicago Public Schools and managing Voucher
Audits for the City of Chicago. Additionally, Mich elle has extensive experience in contract
compliance and supplier diversity.

Assessing the Business Environment in the City officago
» ltis very difficult for new businesses to get acas, and it appears that the same few MWBEs
have been getting the opportunities for years. Theris no incentive for the use of new
businesses or the partnering of successful MWBES toentor a smaller or newer MWBE
firm.
» It appears that African American-owned firms’ parti cipation and contract awards have
declined over the years.

Concerns about the MWBE Program
* More Education is needed regarding the rules and gulations that govern the program.
* There needs to be a transition plan for those firmshat are graduating and an incentive for
those firms who have succeed to mentor new firms e program.
» The size standards used for the Construction Indusg needs to be adjusted, some are too

low.
« Some of the rules and regulations need to be revisé provide more clarity.

« The compliance and monitoring program needs to berproved, especially the monitoring
for professional services.

What MWBESs Should Know
» Getting certified is not an automatic guarantee foibusiness; the MWBE firm has to market

their business and develop the necessary relatioriph, so that people know who they are as
well as the capabilities of the firm.
» Joint Ventures and partnerships can be good, but tsy must be structured properly.
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Respondent — Business Owner

DEBORAH SAWYER

President and CEO

Environmental Design International, Inc.
20 Years in Business

About Environmental Design International, Inc.

Founded in 1991, Environmental Design International inc. (EDI) is an MBE/WBE certified
professional engineering firm headquartered in Chic ago. EDI's team of engineers and scientists
offer a variety of environmental, engineering, indu strial hygiene, and survey services to clients
within the private and public sectors. Clients turn to EDI for complete project management
services. From preliminary planning, and on through design, permitting, construction
management, and reporting under the most aggressive of schedules, EDI project teams will
deliver solutions on time and within budget.

Experience with the City of Chicago

» MBE certified for 19 years.

» First “Prime” contract was with Montgomery Elevator in the Quad Cities which provided
experience to be competitive in Chicago.

» First “Prime” contract in Chicago was with Chicago Public Schools on which EDI positioned itself to
bid as a “Prime” while serving as a “Subcontractor” on the project for 5-7 years.

* Chicago Housing Authority and the Public Building Commission go the extra mile to work with
small business.

» During the Daley Administration, the Department of Procurement encouraged “Primes” to Joint
Venture with MWBEs. This type of partnership puts MWBEs at the discussion table on key issues
whereas “Subcontracting” does not. This is a gooday to help grow a small business.

Concerns about the MWBE Program

» There is no “Universal Certification” which could simplify doing business with governments and
governmental agencies.
* The timing and payment of projects disproportionatdy affect MWBEs.

Other Business Concerns

» Doing business with major companies is “hard to crek” and you have to pay to be pre-qualified
with them. Also, they will not “unbundle” projects; and, bias still exists.

» Doing business with IDOT presented concerns like fge standards” and net worth. As a DBE, the
small business size standard for EDI's NAICS codesi$6 million on transportation projects but,
phasing out at that amount, we cannot compete witthe larger firms. Sawyer recommends a
“gradual graduation out of the cap”, and also updaing DBE guidelines to address issues affecting
small business.
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THE MWBE PROGRAM CHRONOLOGY

1985

1989
1989

1990

1990

1996

2003

2004

2004

2006

Mayor Harold Washington Issued Executive ©&%e2 Establishing the MWBE
Program.

Mayor Richard M. Daley Re-Issued the Exeeu@rder — 89-7.

In theCity of Richmond v. J.A. Croson £ the Supreme Court ruled an affirmative
action contracting program unconstitutional beeathe City of Richmond did not
provide enough evidence to justify its programmitar programs around the country
were threatened including Chicago’s MWBE prografnblue-ribbon panel was
appointed by Mayor Daley to study the City's pag.

In March 1990, the panel concluded that Gjutsaexisting set-aside goals were
“appropriate and sustainable” under @m@sondecision. Hearings were held to generate
Evidence to continue the program.

The Chicago City Council passed an Ordindmaemade the MWBE program law.
The Ordinance kept in place the goals set fortdayor Washington’s Executive Order.

The Builders Association of Chicago challehtiee constitutionality of the City’s
MWBE program regarding construction contracts.

A federal court held that Chicago’s prog@ichnot meet the constitutional

standard set forth by the Supreme Cowtssondecision. The court found that

the program was no longer “narrowly tailored” bmgly remedy the effects of

that discrimination. The City convened a taské to recommend how to remedy the
program.

The task force held hearings to get testieofiom affected and interested parties; and
the City conducted a statistical study in to exehe scope discrimination within

the Chicago construction industry and to deteenMWBE contracting goals based on
based on the availability of minority and women-egriirms.

In June 2004, the City passed an amendea&rck that changed the MWBE program
as it applied to construction contracts, settiogtract goals at 24% for MBEs and

4% for WBESs Other City contracts were not and have not bdeiged and therefore
were not changed, continuing with the contract go&l25% for MBEs and 5% for
WBEs. The Ordinance implemented a personal nethwionit of $750,000 for owners
of certified firms and an annual gross receiptstlfor certified firms based on the Small
Business Administration’s (SBA) small business sisdards.

The Ordinance was amended in 2006 to ragspahsonal net worth threshold to $2
million dollars (since increased to $2.04 millidue to inflationke Also, the Ordinance
was amended so that it would sunset after fiwg/en December 2009.
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2009

2009

Note:

The City commissioned another statisticalyesmaof the City’s construction industry.
This study found the City’s construction indudaggely unchanged from five years
earlier. All else equal, there remained a peratiiyched to being a minority or a woman
in construction self-employment.

On July 29, 2009, the City Council reauthextithe program through 2015. The only
changes to the program were the addition of [daAimericans as a disadvantaged group
and an interim review scheduled for 2012.

According to the May 2010 “Review of the Miitp and Women-Owned Business
Enterprise Program” by the Office of the Inspeceneral, “While construction is the
largest single area of MWBE patrticipation, takegetiher the different types of non-
construction contracts accounted for over 63 perokthe total dollar amount of MWBE
participation reported in 2008, in terms of contr@aeards.”

The Review states further that “There are sevefi@rdnces between the construction
and non-construction program. While non-constarctimits the annual gross receipts a
participating firm can receive, this limit is gealty higher than the limit in construction.
The limit in non-construction was set at $27 millio 2000 and is adjusted annually for
inflation (it is almost $34 million for 2010), wiailthe construction program’s limit is
based on the SBA small business size standardshvdn most construction industries is
lower. There is no personal net worth limit for participatin the non-construction
program. There is a target market program in narsttaction, while there is not one in
constructioruz The chart below highlights the differences betweentwo programs.”
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“”CONCLUSION""

Emilie & Friends has presented in this report information obtainealirr research. We draw no conclusion nor
propose to answer our title questit®s/5: A Procurement Boost or Bust for Chicago’s Mnority and Women-
Owned Business Enterprises?"However,we encourage you to read the two reports publislyatie Office of
the Inspector General. They are the most compsifeneporting we have seen on the rules, regulstiand
potential legal consequences of not safeguardimytWBE program which has been renamed the Supplier
Diversity program.

There is one issue we want to raise for your congdation. Our research showed that Black construction
contractors were the “biggest loser” during thé thecade or so. In reviewing news stories, werdeted that the
decrease in contracts within this group had a toexelation to the following:

* An alarming number of fronts and pass-throughs.

» Closing of construction companies when 2nd-germndtimily members were not interested in running
the business.

» Black contractors and activists stopped protedtingpbs and contracts.

* No leader to get media attention.

This inaction has caused a decrease in the numb@tie Black construction companies, and manthoge that
remain_do not have the capacity to perform on larggects The news stories we read showed that in eesg c
where Black contractors and activists protesteddamdanded jobs and contracts, they got results.

Getting results also means being prepared for oppity. We therefore suggest that you take timeisa the web
page for the Department of Procurement Serviceseahe scope of information available on doingriass with
the City of Chicago. Sign up for the DpAlerts &zeive weekly notices of the City’s open bids attelnal their
free workshops. If you are considering certifioatiread carefully the information about certifioatand
compliance. Also, review the certification apptioa and make a list of documents required. Youotwa make
sure that everything is in order when you get readypply.

We encourage you to send comments regarding thistreoemilieandfriends@aol.comYou may also post your
comments on our Facebook pagétap://www.facebook.com/#!/profile.php?id=136883683Any comments we
received regarding the MWBE program will be shasétti the Department of Procurement Services.
Announcements will be forthcoming with dates amntet for radio and television interviews with respemts
included in this report.

We express our thanks again to The Chicago Comsniinitst for making this report possible.

EMILIE McKENDALL ROBBIE SMITH
Creator and Host Executive Producer
SYLVIA SNOWDEN AL DEMMING
Youth Reporter Sales Manager

53




Cmiliec @ Friends

A division of Rainbow Gal Inc.
www.emilieandfriends.com
emilieandfriends@aol.com

‘A PROCUREMENT BOOST OR BUST FOR CHICAGO'S

MINORITY AND WOMEN-OWNED BUSINESS ENTERPRISES ?”

NOVEMBER 30, 2011

Comiliec @ Friends

54




