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Preface

House Joint Resolution 554 of the 1995 General Assembly directed the Joint
Legislative Audit and Review Commission (JLARe) to study minority-owned business
participation in State contracts. This review was undertaken to develop reliable
information on the number and magnitude of State contracts with minority-owned
businesses.

Based on JLARC's review ofFY 1995 data, the State paid minority firms more
than $108 million for goods and services. This amount represents 3.9 percent of a FY
1995 State expenditure base of $2.78 billion.

The Commonwealth does not have set-aside or preference programs for minor­
ity firms competing for State business. However, State law prohibits discrimination
and promotes the inclusion of minority firms in the procurement process. Additional
oversight and inter-agency cooperation are needed in the area of minority-owned
business solicitation to enhance compliance with existing statutes.

The report recommends that an inter-agency task force should be convened by
the Secretary of Administration to promote cooperation among State agencies with
minority business procurement responsibilities. In addition, it is recommended that the
responsibility for preparing minority participation reports be removed from approxi­
mately 100 State departments currenty preparing them and transferred to the Depart­
ment of Minority Enterprise and the Department of Accounts. A bill was introduced
during the 1996 Session to effect this change.

The majority of recommendations in this report have received the support of
the Secretary ofAdministration, the Secretary ofCommerce and Trade, the Department
of General Services, the Department of Minority Business Enterprise, the Department
of Transportation, and the University ofVirginia. On behalfofJLARe staff, I would like
to express our appreciation for the assistance provided by the staffof these secretariats
and departments, personnel in minority-owned businesses, staff at minority business
certification organizations, and the staff in other State agencies who assisted in our
review.

February 9, 1996
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The State's policies regarding minority­
owned business activity in the public pro­
curement process are largely governed by
provisions of the Virginia Public Procure­
ment Act. The Act emphasizes promoting
competition and acquiring goods and ser­
vices from the lowest responsible bidder. In
addition, the Act prohibits discrimination and
promotes the inclusion of minority-owned
businesses in the State procurement pro-

cess. However, the State has no set-asides,
quotas, or firm goals for minority business
participation. While agencies have been
encouraged to set voluntary goals and so­
licit minority bids and proposals, there is little
oversight in this area by agencies with re­
sponsibility for minority procurement policy.

House Joint Resolution (HJR) 554,
passed by the 1995 General Assembly, di­
rected the Joint Legislative Audit and Re­
view Commission (JLARC) to study "minor­
ity-owned business participation iii StatE:
contracts." As a result of the m~~tj?!e,

JLARC researched State laws and policies
related to minority-owned business partici­
pation in the State procurement process,
assessed the amount of agency purchases
of goods and services from minority-owned
businesses, and identified exemplary pro­
grams for promoting minority-owned busi­
ness participation in State contracts.

Minority-owned firms received over one
hundred million dollars from business trans­
actions with the State in FY 1995. Based on
JLARC's review of FY 1995 data, the Com­
monwealth paid 1,235 minority firms more
than $108 million for goods and services.
The $108 million in State expenditures to
minority firms represents 3.9 percent of a FY
1995 expenditure base of $2.78 billion.
JLARC's review of FY 1994 data showed
$83 million in State expenditures to minority
firms. The $83 million represents 3.5 per­
cent of a FY 1994 base of $2.4 billion.

Multiple provisions of the Code of Vir­
ginia prohibit discrimination on the basis of
race, religion, color, sex, or national origin.
Further, the State procurement process is
open and relatively accessible. Mecha­
nisms are in place to enhance the establish­
ment, preservation, and strengthening of
minority-ownedbusinesses. However, a lack



of effective oversight. traiiiing, and coordi­
nation among State agencies may have
iimited minority-owned business participa­
ticn in public procurement.

Statewide Expenditures for Procure­
mentfrom Minority-Owned Businesses

HJR 554 noted that "it is unknown how
many [State] contracts are with minority­
owned businesses [or] how many minority­
owned businesses are aware of such con­
tracts." JLARC staff found that accurate and
comprehensive data regarding State pro­
curement activities with minority firms have
not been available. To address this prob­
lem, JLARC conducted a systematic analy­
sis of records maintained in the Department
ofAccounts' Commonwealth Accounting and
Reporting System (CARS).

Recognizing the limits of existing data­
bases, JLARC acquired databases of mi­
nority vendors from a number of public and
private sources. These sources provided a
total of 4,830 minority-owned firms which

could be used in the analysis.
Federal identification numbers of the

4.830 firms on JLARC's database were
matched with 1,920,456 agency vendor
transactions for 140 object codes for FY
1995 payments. These payments to ven­
dors totaled $2,783,537,829. Minority­
owned businesses accounted for
$108,256,490 of these expenditures, or 3.9
percent of the total. A similar process was
followed for FY 1994.

Most (71 percent) FY 1995 minority
expenditures fell into 10 "object codes" or
categories of expenditures (See figure be­
low). The largest of these are in the com­
puter area or in highway construction and
repair. Moreover, five State agencies ac­
counted for over one-half (52 percent) of
State expenditures to minority-owned busi­
nesses (See table, opposite). These data
represent a substantial improvement in the
accuracy of available information on minor­
ity procurement. A change in the State's
process for reporting minority expenditures

Top Ten Categories of Expenditures
to Minority-Owned Businesses (FY 1995)

Merchandise
Printing Services __I

Office Supplies __•

Custodial Services III_III
Skilled Services _ ••

Computer Hardware Maintenance I
Construction, Highways _ •••_.

Computer Processor Equipment

Highway Repair and Maintenance __• __•••_ •••_.

Computer Peripheral Equipment~~~~.~~~W~~~.~~~~~~

o 5 10 15
Millions of Dollars

$20

Source: JLARC staff analysis of Department of Accounts CARS data.
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is necessary to provide accurate data in
compliance with existing statutory require­
ments for information on minorityparticipation.

The Need for an Improved Database
and Methodology for Assessing
Minority Procurement Activity

The Department of Minority Business
Enterprise (DMBE) is responsible for devel­
oping and distributing the Commonwealth's
official list of certified minority-owned busi­
nesses. State agencies are required by the
Code to include in solicitations "businesses
selectedfrom a list made availableby DMBE.»
Agencies are also required to report pay­
ments to minority firms to OMBE. However,
State agencies have encountered problems
in both the minority-owned business solici­
tation and reporting processes.

Thirty-seven of 126 State agencies sur­
veyed by JLARC said they had difficulty
identifying minority businesses. In theory,
the most accurate source of minority busi­
nesses should be the certification records of
DMBE. As of July 1, 1995, OMBE had
certified 1,752 minority-owned businesses.
This number substantially under-represents
the number of minority-owned firms avail­
able to do business with the State.

Other State agencies also have estab­
lished lists of minority-owned businesses.
Some of these lists, such as the Virginia
Department of Transportation's and the
University of Virginia's, include over a thou­
sand minority businesses. Consolidation of
these and other lists would enhance the
ability of State agencies to identify minority­
owned businesses, particularly in regions
where agencies reported difficulties. Auto­
mation of the databases would make the list
easier to update and access, making the
information more timely and useful to State
agencies.

DMBE is authorized by statute to col­
lect, evaluate, and report on data involvino
minority-owned business activity. State
agencies are required by statute to system­
atically collect data on minority business
participation and report to DMBE. Collec­
tion of such data by agencies is expensive
and time consuming. Data reported by
agencies to DMBE have been neither sys­
tematically reported nor accurate. The
State could increase the accuracy and effi­
ciency of the reporting process by altering
existing statutes to permit the collection of
the data from an annual CARS analysis,
similar to the one used in this study.

Agencies With the Largest Expenditures to
Minority-Owned Businesses (FY 1995)

Agency

Virginia Department of Transportation
University of Virginia
Department of Social Services
Virginia Community College System
Lottery Department

Amount

$31,643,352
7,395,046
6,175,071
5,559,758
5,377,960

Percent of
Agency's Base 1

2.80
3.20

22.00
7.70

10.00

1The agency base is the total dollar value of transactions for the 140 object codes selected for review.

Source: JLARC staff analysis of Department of Account's CARS data.
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Oversight of
Minority Procurement Activity

Minority-owned businesses desiring to
provide the State with goods and services
are subject to the Virginia Public Procure­
ment Act, as are all other businesses. The
Commonwealth does not give minority firms
preference over non-minority firms compet­
ing for business with the State. However,
the State has established provisions to en­
sure that minority-owned businesses have
opportunities to participate in the State's
procurementactivities. Minority-owned busi­
nesses rely on State agencies' implementa­
tion of these provisions when competing for
State contracts.

While the responsibility for implement­
ing minority procurement provisions rests
with State agencies, most State agencies do
not tully comply with existing statutory provi­
sions. In a survey of State agencies, JLARC
learned that only 22 of 126 agencies report
compliance with all existing Code provisions
related to minority business solicitation. Only
52 of 126 surveyed agencies had estab­
lished written programs regarding minority
business solicitation, as required by the Code
of Virginia.

Procurement policies direct DGS and
DMBE to provide oversight in the minority­
owned business solicitation process. As
part of its oversight responsibilities, DGS
provides assistance and training to State
agencies procuring goods and services and
to vendors competing for State contracts.
DGS does not, however, review agency
compliance with the minority procurement
requirements of either the Code or the
Agency Procurement and Surplus Property
Manual. Further, some of the provisions of
the procurement manual are unclear. Addi­
tional oversight, coordination, and clarity of
policy are needed in order to ensure compli­
ance with existing provisions of the Code of
Virginia and DGS agency and vendor guide­
lines.

IV

Best Practices Among
State Agencies

A number of State agencies are doing a
good job of attempting to incorporate minority­
owned businesses into the public procure­
ment process. Four State agency programs
were selected as exhibiting best practices in
the area of minority business solicitation.
The programs selected seek to increase
minority business participation while adher­
ing to the State's low bid procurement policy.
Best practice programs selected were:

• The University of Virginia's Office of
Minority Procurement Programs,

• The Department of General Services'
Virginia Business Opportunities,

• The Virginia Department of Trans­
portation's Disadvantaged Business
Enterprise (DBE) Orientation Pro­
gram, and

• The Department of Minority Business
Enterprise's Second Annual Oppor­
tunities for DBEs Information Ses­
sion.

These best practice programs provide State
agencies with examples for use in improving
minority-owned business participation in
State procurement.

Recommendations
This report proposes a number of rec­

ommendations to enhance compliance with
existing statutory provisions related to the
participation of minority-owned businesses
in the procurement process. The report's
recommendations include the following:

• The General Assembly may wish to
amend the Code of Virginia to re­
move the responsibility for prepara­
tion of minority participation reports
from State departments and agen-



cies and transfer the responsibility to
the Department of Minority Business
Enterprise and the Department of
Accounts.

• An inter-agency task force should be
convened by the Secretary of Admin­
istration to assist the Department of
Minority Business Enterprise in the
modification of the reporting process
in the area of minority-owned busi­
ness procurement. The task force
should address issues of identifying
and certifying minority businesses,
the compilation and automation of
lists, and other reporting issues.

• The task force should identify mecha­
nisms for increasing cooperation be­
tween agencies with minority procure-

v

ment oversight, review, certification,
and registration responsibilities.

• The task force should review meth­
ods to increase vendor training.

• The Department of General Services'
Division of Purchases and Supply
should incorporate agency minority
business procurement activity into its
procurement review process.

• The Department of General Services'
Division of Purchases and Supply
should clarify minority procurement
policies in its Agency Procorement
and Surplus Property Manual, and
agency staff should emphasize com­
pliance with the State's minority so­
licitation requirements in its training.
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I. Introduction

Chapter I: Introduction

House Joint Resolution Number 554, passed by the 1995 General Assembly,
directed the Joint Legislative Audit and Review Commission to study "minority-owned
business participation in State contracts" (Appendix A). Under this mandate, JLARC
has researched State law and policy, comprehensively assessed the amount of agency
purchases ofgoods and services from minority-owned companies, evaluated components
of the procurement process, and identified exemplary programs for promoting minority
participation in State contracts.

MINORITY PROCUREMENT IN VIRGINIA

The policies of the Commonwealth ofVirginia regarding minority procurement
include provisions to prohibit both discrimination and preference. Consequently, there
are no set-asides, quotas, or firm goals for minority participation. Agencies have been
encouraged to set voluntary goals and solicit minority bids and proposals, but there is
little oversight in this area and there are no sanctions for noncompliance. The State's
policy regarding minority business participation is largely governed by provisions ofthe
Virginia Public Procurement Act. Relevant sections of the act generally provide for:

• non-discrimination on the basis of race, religion, color, sex, national origin;
• award of contracts based on acceptance of the lowest responsible bid;
• competitive negotiation or sole-source procurement under certain conditions.

In addition to these general criteria, provisions are made to promote non­
discrimination and to encourage the development of minority business enterprises.
Multiple provisions in the Code ofVirginia prohibit discrimination on the basis of race,
religion, color, sex, or national origin. An agency, the Department of Minority Business
Enterprise (DMBE), has been established to promote the development of minority
businesses. Further, public bodies are required to solicit proposals from minority firms
and to report on their procurement activity.

Definition of Minority Business

A number of considerations affect the issue of whether or not minority busi­
nesses are receiving an appropriate share of the business the State does with private
vendors. Among these considerations are the definition of minority businesses, the
legality of preference programs, and the role of minority procurement programs within
the State's overall procurement process.

Definitions of race and minority business status can vary. This report uses the
definition found in §2.1-64.32:1 of the Code ofVirginia, which defines a minority business
-=nterprise as one that is:



Page 2
~~---

Chapter I: Introduction

owned and controlled by one or more socially and economically disad­
vantaged persons. Such disadvantage may arise from cultural, racial,
chronic economic circumstances or background or other similar cause.
Such persons include, but are not limited to Blacks, Hispanic Ameri­
cans, Asian Americans, American Indians, Eskimos, and Aleuts.

The term "owned and controlled" means that minorities must own at least fifty-one
percent of the business and that they must control the management and daily operations
of the business. It should be noted that this report primarily addresses policies and
programs related to minority-owned businesses, not disadvantaged businesses, which
also includes small businesses owned by women.

Recent Court Rulings and Virginia Policy

Several recent U. S. Supreme Court decisions have called into question the
minority procurement policies of local, state, and federal governments. These Court
decisions have not explicitly struck down affirmative action programs such as set-asides
or minority preferences. Rather, they have required that a difficult-to-meet "strict
scrutiny" standard be applied to programs with racial preferences. Because no State
programs in Virginia have racial preferences, the Court's decision will have limited
impact on current State government policies. These cases will, however, set limits on
actions the State may consider taking in the future. In contrast, local government
programs in Virginia have been directly affected. One of the Court's decisions (Croson)
overturned a City of Richmond set-aside program.

City ofRichmond v. J.A Croson Company, 1989. In this decision, the U. S.
Supreme Court ruled that the City of Richmond's 30 percent minority set-aside program
was illegal. The Court ruled that the set aside was arbitrary and based loosely on
population. When considering availability of minority firms, an intuitive argument is
sometimes made that the number ofminority-owned firms should be in rough proportion
to the minority population in general. However, Croson stated "where special qualifica­
tions are necessary, ... the relevant statistical pool for purposes of demonstrating
discriminatory exclusion must be the number of minorities qualified to undertake a
particular task." Furthermore, the Court said that the "strict scrutiny" test must be
applied to all local and state programs of racial classifications.

Strict scrutiny is the highest level of constitutional review. It requires that a
government demonstrate a compelling interest in a race-based program, and further that
the program itself be structured as "narrowly tailored" as possible to effectuate that
purpose. Without a finding of very specific discrimination in public procurement,
preference programs such as Richmond's were found to violate the equal protection
clause of the 14th Amendment to the U. S. Constitution. The requirement that the
program be "narrowly tailored" meant that the racial distinctions incorporated in the
program must be absolutely necessary in order to ensure the program's success and that
such distinctions did not extend any further than necessary so that third parties who had
not participated in discrimination were not unduly burdened. The decision further
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required that a preference program be the sole available remedy to discrimination, even
when the evidence has met the heaviest burden of proofofdiscrimination. As a result of
this decision, the City of Richmond had to modify its minority procurement programs.

Adarand v. Pena, 1995. In 1995, the Supreme Court extended Croson's
standards to federal programs. The Court stated that "All racial classifications imposed
by whatever federal, state, or local governmental actor, must be analyzed by a reviewing
court under strict scrutiny."

The practical effect of Adarand wil" be to subject federal preference programs
to the strict scrutiny standard. Set-aside programs addressed by Adarand are not used
by Virginia agencies, however. Unlike the Cclorado program affected by Adarand,
wherein prime contractors are given additional compensation for utilizing minority
subcontractors, the Virginia Department of Transportation (VDOT) has a voluntary
program to meet the requirements ofU. S. Department of Transportation regulations.

However, Adarand has had some influence on Virginia policy. The first effect
ofAdarand on VDOThas been to contribute to the loweringofthe department's voluntary
numerical target from 12 percent to 10 percent. (vnOT currently encourages prime
contractors to make good faith efforts to subcontract with disadvantaged businesses.
Disadvantaged businesses include small businesses owned by women or minorities.)
Adarand also influenced VDOT to delete from contracts language relating to its goal of
providing five percent of State-funded projects to disadvantaged businesses.

The broader effect of such Court rulings as Croson or Adarand will be to limit
the range of options available to the State, were it to seek to increase minority
participation in State contracts through a system ofpreferences or set-asides. The State's
policy since the late 1960s and early 1970s, however, has been to prohibit discriminatory
practices, not to establish programs involving preferences, set-asides, or monetary
incentives.

Current Anti-Discriminatory Policies in Virginia

An era of statutory segregation in Virginia came to a close in 1970, when the
General Assembly repealed sections 56-390 through 56-404 of the Code of Virginia
relating to the "Segregation of the Races, etc." In addition, Article I, §11 of the
Constitution ofVirginia, effective July 1, 1971 provides for due process oflaw, and further
protects the right to be free from any governmental discrimination upon the basis of
religious conviction, race, color, sex, or national origin.

Other anti-discriminatory legislation passed since 1970 includes the Virginia
Fair Housing Law (1972), the creation in 1975 of the Office of Minority Business
Enterprise, now the Department of Minority Business Enterprise (DMBE), and the
Virginia Fair Employment Contracting Act, also enacted in 1975. Approved March 24.
1975, this Act (§2.1-376 of the Code of Virginia) requires that a "contractor will not
discriminate against any employee or applicant for employment because ofrace, religion,
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color, sex, or national origin, except where religion, sex, or national origin is a bona fide
occupational qualification reasonably necessary to the normal operation of the contrac­
tor." However, this Act also made it clear that preferences were not to be used. The Act
was later amended in 1980 to include a section numbered §2.1-376.1, which prohibits
discrimination in the awarding of State contracts.

Economic inequality was addressed in 1975 by the Equal Credit Opportunity
Act, which made it unlawful for any creditor to discriminate C~ the basis of race, color,
religion, national origin, sex, marital status, or age. The issue of employment discrimi­
nation was addressed in 1979, when the General Assembly enacted Section 2.1-116.10
of the Code, which declared "that it is the policy of the Commonwealth to provide equal
employment opportunity to applicants and employees of the Commonwealth of Virginia
on the basis of fitness and merit without regard to race, color, religion, national origin,
political affiliation, handicap, sex or age."

In 1982, the General Assembly enacted the Virginia Public Procurement Act,
which enunciated the public policies of the Commonwealth pertaining to governmental
procurement from nongovernmental sources. The Act includes, but is not limited to: (l)

the prohibition of discrimination by a public body; (2) the establishment of programs to
facilitate the participation of small businesses and businesses owned by women and
minorities in procurement transactions; (3) the prohibition of discrimination by a
contractor; and (4) the creation of the policy concerning the acceptance of the lowest
responsible bid. Section 11-44 of the Public Procurement Act requires that "no public
body shall discriminate because of the race, religion, color, sex, or national origin of the
bidder or offerer." Current State procurement policy is largely based on this Act, which
is discussed in detail in Chapter III of this report. Other statutory language prohibiting
discrimination has been added periodically to the Code ofVirginia.

As noted, current provisions of Virginia law prohibit both discrimination and
preference. Agencies are required to solicit bids from minority companies, but the award
of contracts is generally done on the basis of a low bid. Procurement practices and policies
are overseen by the Department of General Services (DGS). Reporting requirements are
in place for the Commonwealth to monitor the level of participation in State contracts,
and these reports are administered by DMBE.

Department of Minority Business Enterprise

The primary mission of the Department of Minority Business Enterprise
(DMBE) is to "promote the development and growth of the Commonwealth's minority
business sector through its increased utilization in domestic and international business
transactions, improved access to capital and capital sources; and through strengthened
Historically Black Colleges and Universities CHECDs) and other minority institutions
and minority business trade organizations." The department is headed by a director
appointed by the Governor. The director serves as a special assistant to the Governor for
minority enterprise.
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The Department of Minority Business Enterprise (DMBE) is responsible for
certifying businesses to participate in the Commonwealth's minority business program
with the exception of the disadvantaged business program administered by VDOT. As
defined in the Code of Virginia and VR 486-01-02, certification means the process by
which a business or business enterprise is determined to be a minority business
enterprise for the purpose of reporting minority business participation in state contracts
and purchases.

According to the Code, minority business enterprise means a business enter­
prise that is "owned and controlled by one or more socially and economically disadvan­
taged persons." A certification number is assigned to approved businesses which is valid
for two years from the date of approval. A recertification procedure is initiated prior to
the expiration date.

The Office of Agency Procurement Services (OAPS), located within the DMBE~
processes applications for certificationfor businesses to participatein the Commonwealth's
minority business program. The other missions of the OAPS are to provide direct
marketing assistance to minority business owners, and to help increase sales ofminority
businesses. In addition to implementing the certification program, other OAPS pro­
grams include, but are not limited to, the following:

• coordinating the annual agency procurement reporting and
forecasting programs,

• producing or hosting conferences and trade shows,

• providing direct marketing assistance, and

• offering procurement and proposal development workshops.

Section 2.1-64.38 ofthe Code calls for the collection ofdata by DMBE and states
that "each participating State department or agency shall report to the Director on a
timely basis." In other words, State departments and agencies are responsible for
developing and implementing systematic data collection processes which will provide
DMBE with current data helpful in evaluating and promoting the efforts of the
Commonwealth's minority business program. This information is compiled and then
used to develop DMBE's annual procurement report. Through the use of the annual
report, DMBE has tracked State spending with minority businesses. This report is
discussed in greater detail in Chapter II.

In addition, DMBE produces a list of minority-owned businesses to promote the
successful operation of minority business enterprises. State agencies are required by
§11-44 of the Code to include in solicitations "businesses selected from a list made
available by the Department of Minority Business Enterprise." AB of July 1, 1995,
DMBE's list included 1,404 certified minority businesses and a total of 2,256 minority
businesses. The list is intended to be used as a resource by "each public body" in its efforts
to comply with the discrimination prohibition of §11-44. DMBE also works with the
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Virginia Department of Transportation. The two agencies have a Memorandum of
Agreement which details areas wherein DMBE has agreed to support VDOT MBE
programs.

Virginia Department of Transportation Program

The Virginia Department of Transportation (VDOT) is responsible for the
construction, maintenance, and administration of the third largest state-maintained
highway system in the nation. It is the largest procurer of minority business of any State
agency. VDOT reported that it did $39 million in business with minority firms in FY 1994
and $19 million in FY 1995. JLARe figures on VDOT purchases are somewhat different
($21.1 million in FY 1994 and $31.6 million in FY 1995), as discussed in Chapter II, but
confirm that VDOT is the State's largest purchaser from minority businesses.

In 1982, Congress mandated the establishment of a Disadvantaged Business
Enterprise (DBE) program in every state and directed that 10 percent of federal-aid
highway monies be spent with small businesses owned and controlled by socially and
economically disadvantaged individuals. This category now includes minorities, women,
and small businesses. As noted earlier, VDOT has administered this program by
encouraging prime contractors to voluntarily use subcontractors in these categories. In
1987, VDOT set a higher goal of 12 percent, which it kept until July 31, 1995, when it
dropped its goal to the federally required 10 percent. On August 2, 1995, VDOT revised
its State program for "Use of Minority Business Enterprise." The new policy alters
language stipulating that contractors working on State programs "shall take all neces­
sary and reasonable steps to ensure that MBEs have the maximum opportunity to
compete for and perform work on the contract." It replaces this language with "the
contractor is encouraged to take necessary and reasonable steps to ensure that MBEs
have the maximum opportunity to compete for and perform work on the contract,
including participation in any subsequent contracts." Other changes to the policy include
the substitution of "is encouraged" for "shall" and the replacement of the words
"affirmative action" with "reasonable steps."

JLARC REVIEW OF MINORITY PARTICIPATION IN STATE CONTRACTS

House Joint Resolution CHJR) 554, passed by the 1995 General Assembly,
directs the Joint Legislative Audit and Review Commission (JLARC) to study "minority­
owned business participation in State contracts" (Appendix A). As a result of this
mandate, the thrust of JLARC's research has been to comprehensively identify the
amounts of business done by State agencies with minority businesses. The review of
minority-owned business contracts is directed to focus on "the involvement of minority­
owned businesses in state business through contracts with the Commonwealth." The
resolution also acknowledges that "it is unknown how many minority-owned businesses
are aware of such contracts," implying a review ofState programs which inform minority
companies of business opportunities with the State.
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To satisfy the requirements of HJR 554, research activities were conducted to
address six primary issues:

• What are the types of business/contracts with the State for which minority­
owned businesses are both eligible and available?

• What constitutes a minority-owned business?

• What is the level of participation/involvement in State contracts?

• Does the State's process for procuring goods and services allow for fair
participation by minority businesses?

• Are there any barriers to successful participation by minority businesses in
the State procurement process?

• To what extent are MBEs aware of the opportunities for participation in State
business/contracts? -

In addition, the review identified some agency programs which could be
identified as "best practices." Best practices reviews are typically associated with
benchmarking efforts in the private sector. Some public sector performance reviews have
also begun to utilize this technique. The purpose ofa best practice review is to identify
successful programs or processes which can be emulated by similar organizations.

A variety of research methods were used during the study to address study
issues, including: literature and document reviews, file and report reviews, data review
and analysis, structured interviews, and a survey of State agencies.

Literature and Document Reviews. Defining and identifying minority
businesses involved extensive literature and document reviews. Federal statutes and
documents, State statutes and documents, and U.S. Supreme Court decisions were used
in determining State and federal policies relating to minority procurement. Written
agency policies on procurement and minority solicitation were also reviewed. While
JL.ARC's study of minority procurement is not a "disparity" study, numerous disparity
studies were reviewed, including those conducted for New Jersey, North Carolina, New
York, Maryland, and the City of Richmond. A general literature review was conducted
to assess issues relating to race, set-asides and preference programs, procurement
policies, and issues of economic equity.

File and Report Reviews. File and report reviews were conducted at the
Department of Minority Business Enterprise and the Department of General Services.
All agency minority procurement reports submitted to DMBE in 1994 and 1995 were
reviewed. More detailed minority procurement reports were also requested and received
from some larger State agencies and reviewed. Agency procurement reports were used
extensively to develop the database of minority businesses used for this report.
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Data Review and Analysis. A comprehensive search of 1994 and 1995
computer records of the Commonwealth Accounting and Reporting System (CARS) was
conducted. This activity involved searching vendor transaction records for 140 object
codes of every State agency. This extensive data exercise produced the reports of
expenditures presented in Chapter II. A more detailed discussion of the methodology is
contained there.

Structured Interviews. Public and private sector experts, agency represen­
tatives, and others involved in both procurement and minority issues were interviewed.
Meetings were held with minority business groups which requested information on the
study. Minority business groups were also given the opportunity to review the database
of minority businesses developed for this report. Structured phone interviews were
conducted with minority businesses receiving standing State contracts for FY 1995.

Survey ofState Agencies. A survey of 126 State agencies with independent
procurement authority was conducted. A copy of the survey is provided at Appendix B.

Report Organization

This report consists of four chapters. Chapter I has provided background on
minority procurement issues and methods used to address them. Chapter II presents"
information on the level of State spending with minority firms. Data are presented for
the State as a whole, for secretariats, and for individual agencies. Chapter III presents
a review of State procurement policies and agency compliance with them. Chapter IV
contains information on best practices of various agencies in the area of minority
procurement.
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II. State Procurement of Goods and Services
From Minority-Owned Businesses

As noted in HJR 554, the State is "party to many contracts with businesses of
all kinds each year." However, accurate and comprehensive information regarding
payments made to minority-owned businesses and data regarding State procurement
activities with minority firms have not been available. To address this problem, JLARC
conducted a systematic analysis of records maintained in the Department of Accounts
Commonwealth Accounting and Reporting System (CARS). The results, reported in this
chapter, provide substantially more accurate data concerning payments made to minor­
ity-owned businesses. In order to improve the collection, summarization, and dissemi­
nation of this type ofdata, enhanced cooperation among State agencies will be necessary.
This chapter discusses the (1) issues surrounding State expenditures for procurement,
(2) study findings on statewide expenditures for minority procurement, (3) expenditures
by secretarial area, (4) agency-level spending, and (5) the need for an improved
methodology for assessing minority procurement.

ISSUES IN ASSESSING STATE EXPENDITURES FOR
PROCUREMENT OF GOODS AND SERVICES

In order to examine the State's procurement of goods and services from
minority-owned businesses, JLARC staff analyzed payments to minority-owned busi­
nesses. The bulk of the analysis consisted of identifying transactions where State
agencies made payments to private sector businesses. Analysis of the Department of
Accounts Commonwealth Accounting and Reporting System (CARS) data was conducted
at the overall State, branch, secretarial, agency and discreet minority-owned business
levels. For FY 1994 and FY 1995, the team measured, but did not limit its analysis to,
the following:

• the number of minority businesses that received State payments,

• the total amount of payments made to 'minority firms,

• the amount of payments made to minority-owned businesses by categories of
expenditure or object code,

• the distribution of payments made to minority-owned businesses between in­
state and out-of-state firms,

• the distribution of payments to minority businesses between certified and
uncertified firms,
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• the distribution of payments to minority-owned businesses across secretari­
ats and branches of government,

• the amount of payments made to minority-owned businesses by individual
State agencies, and

• the amount of payments made by agencies to minority-owned businesses by
categories of expenditure or object code.

Expenditure data for the above measures was obtained from a match/merge
between a database of the federal identification numbers of minority-owned businesses
compiled by JLARC and expenditure records of the Department of Accounts Common­
wealth Accounting and Reporting System. Compiling a comprehensive database of
minority firms and their respective federal identification numbers for use in this analysis
posed a number of fairly significant challenges which will be discussed later in this
chapter. However, the difficulties encountered during the exercise indicate the need for
an improved database ofminority firms and for establishing a consistent methodology for
assessing minority procurement.

Finally, the database of CARS records was selected from invoice expenditures,
that is, a database of payments to vendors. Use of invoice expenditures provided for the
exclusion from the database of inappropriate transactions, such as inter-agency trans­
fers and expenditures for employee benefits, salaries, special payments and wages of
State employees.

Data from State payments to minority-owned businesses was compared to total
State payments to determine the level of minority involvement in State contracts.
Consequently, data were collected on both payments to minority-owned businesses and
total State payments to private sector companies.

STATEWIDE EXPENDITURES FOR MINORITY PROCUREMENT

Based on data obtained from JLARC's analysis of the Department ofAccounts
Commonwealth Accounting and Reporting System, State expenditures to minority firms
account for a higher dollarvalue than previously reported. These expenditures represent
a lower proportion of state spending than was previously thought, however.

Based on JLARC's review of FY 1995 data, the Commonwealth paid 1,235
minority firms more than $108 million for goods and services. These expenditures
represented over 80,000 transactions ranging in value from a few dollars to hundreds of
thousands of dollars. JLARC's review shows $83.4 million in minority expenditures for
FY 1994. This compares to $70 million in minority expenditures reported by State
agencies to DMBE in FY 1994.



j--age 11 Chapter II: State Procurement of Goods and Services From Minority-Owned Businesses

The $108 million in State expenditures to minority firms represents 3.9 percent
of a FY 1995 expenditure base of$2.78 billion. The JLARC 1994 amount of$83.4 million
represents 3.5 percent ofa base of$2.4 billion. By contrast, the DMBE 1994 total of$70
million represents 4.6 percent of an expenditure base of$1.5 billion. A DMBE report for
FY 1995 has not been prepared.

Most (55 percent) FY 1995 minority expenditures fell into five "object codes" or
categories ofexpenditures (Table 1). The largest ofthese was the purchase of"Computer
Peripheral Equipment," which accounted for $22 million in payments to minority firms.
This amount represents 32 percent ofthe State total of$70 million spent on this category
of goods. The second largest category was "Highway Repair and Maintenance," which
accounted for $16 million in payments to minority firms, or 5.5 percent ofa $302 million
dollar base.

---------------Table1---------------

Five Largest Categories of Expenditures
to Minority Businesses

(FY 1995)

Minority Tatal l

I
Percent

Area ofExpenditure Expenditures Expenditures ofTotal

Computer Peripheral Equipment $22,277,653 $70,143,950 31.8
Highway Repair and Maintenance 16,494,728 302,082,532 5.5
Computer Processor Equipment 10,274,368 33,894,166 30.3
Construction, Highways 6,465,937 466,971,062 1.4
Computer Hardware Maintenance I 4,215,615 24,631,099 17.1

Total I $59,728,301 $897,722,809 6.7

ITotal represents expenditures of all State agencies in each category.

Source: JLARC staff analysis of Department of Accounts CARS data.

Five agencies account for over one-half (52 percent) of State expenditures to
minority-owned businesses (Table 2). By far the largest is the Virginia Department of
Transportation, which spent $31.6 million or 2.8 percent of the expenditure base on
minority-provided goods and services. This chapter will describe how these figures were
obtained and compiled, and will analyze State expenditures to minority firms from three
perspectives: State totals, secretarial and branch areas, and by agency.

To calculate State payments to minority businesses, JLARC staff conducted a
computer analysis of records from the CommonwealthAccounting and Reporting System
(CARS) for FY 1994 and FY 1995. This analysis matched vendor identification numbers
with transactions involving 140 expenditure object codes representing $2,783,537,829 in
FY 1995 expenditures. A complete list of the 140 object codes and related expenditures
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---------------Table2---------------
Agencies With the Largest Expenditures

to Minority-Owned Businesses
(FY 1995)

Agency

Virginia Department of Transportation
University of Virginia
Department of Social Services
Virginia Community College System
Lottery Department

Amount
I

! $31,643,352
I 7,395,046
i 6,175,071
i 5,559,758
, 5,377,960

Percent 0

2.8
3.2

22.0
7.7

10.0

's Basel

~he agency base is the total dollar value of transactions for the 140 object codes selected for review.

Source: JLARC staff analysis of Department of Account's CARS data.

is provided in Appendix C. Payments were made to minority firms in all but nine of these
object codes. The nine object codes with no minority expenditures comprised only $5.4
million of the $2.78 billion base for FY 1995. The nine object codes were not removed from
the analysis because there is no reason to think that minority firms would not be eligible
to compete for such business. JLARC eliminated object codes such as State employee
salaries (Personal Services, 1100), for which private sector businesses would normally
not be eligible payees. (In addition, JLARC eliminated five object codes in the area of
medical services because an adequate corresponding vendor database was not available.
A list of eliminated object codes is provided in Appendix D).

Against this $2.78 billion base of expenditures, JLARC matched federal iden­
tification numbers (FINs) of known minority businesses. The FIN is a unique identifier
that enabled accurate matching ofagency transactions with minority-owned businesses.
While FINs were not available for all businesses, over 99 percent of the 1,920,465
transactions captured by the JLARC analysis included this variable. Thus, this
methodology can be expected to capture the vast majority of transactions, provided there
are sufficient minority firms to match transactions against. Several other methodologi­
cal issues also merit discussion.

When calculating State expenditures to minority businesses, certain defini­
tional issues and data limitations must be acknowledged. Definitions of minority
businesses can vary, and the true number ofminority businesses is not known. In theory,
the most accurate source of minority businesses should be the certification records of the
Department of Minority Business Enterprises (DMBE) which is charged by statute with
receiving systematically-collected data from State agencies for a report by the Director
ofDMBE to the Governor (§ 2.1-64.37-38). As ofJuly 1,1995 DMBE had certified 1,752
minority businesses. This number substantially under-represents the number of
minority-owned businesses doing work with the State, however, and DMBE's own
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reports of expenditures to minority businesses have typically included whatever data is
reported by State agencies. There are many reasons for the under-representation of
minority businesses in certification records, including:

• Until 1994, certification was a relatively time-consuming and cumbersome
process for minority-owned businesses.

• Out-of-state minority businesses receive State payments but are less likely to
be on the State list of certified minority business enterprises.

• Minority businesses have little reason to seek certification, as the State does
not offer minority businesses advantages for becoming certified, such as
preference or set-aside programs.

• Most of the State's 29,555 minority firms (as estimated by the U.S. Depart­
ment of Commerce 1987 Economic Census) are very small and are unlikely to
seek either business with or certification by the State.

• Some minority businesses do not want to become certified, either because
they want to compete on a business basis only, or because in some cases they
may be wary of potential adverse consequences of being identified as a
minority business.

• DMBE has not expanded its list of minority firms to include those registered
or certified by other State agencies or by private certification entities.

Some of these issues cannot be addressed. The State should not compel
certifications, for example. However, steps can be taken to improve the database.
Recognizing the limits of the DMBE certification database, JLARC acquired databases
of minority vendors from a number of public and private sources. The certification
records of VDOT and registration records of the Department of General Services were
acquired by JLARC and added to the DMBE database. Given the self-certification nature
of DMBE's current process, these sources can be considered comparably accurate to
DMBE's list ofcertified firms. In addition, JLARC acquired certification records from the
Tidewater Regional Minority Purchasing Council and the Virginia Minority Regional
Supplier Development Council, which have rigorous certification standards. Finns from
these sources were added to the DMBE-certified list. This expanded list is referred to in
this report as "registered" firms. These sources, added to DMBE's certified list, yielded
a total of 4,079 minority firms.

The minority business list was further expanded by performing a file review at
DMBE and extracting additional minority firms from agency reports. AB noted earlier,
reports to DMBE include hundreds of non-certified minority businesses. Subsequent
JLARe follow-up with larger agencies yielded additional sources of minority-owned
businesses. Minority firms receiving State payments ofover $1,000 were added, bringing
the database to a total of 5,806 minority firms. After purging the database of errors and
firms without federal identification numbers, the database consisted of three sets (1)
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1,747 DMBE-certified minority firms, (2) 3,475 firms classified as "registered" firms, and
(3) a "total" of 4,830. The sets are not exclusive. The federal identification numbers of
these firms were matched with 1,920,465 agency vendor transactions for 140 object codes
forFY1995paymentstovendorstotaling$2,783,537,829. Asimilarprocesswasfollowed
for FY 1994.

As expected, the total list affirms identified the largest number of transactions
(80,698) involving minority firms and the largest dollar value, $108,256,489, or 3.9
percent of the base. By comparison (Table 3), certified businesses accounted for
$55,131,664 million of the total, or 2.0 percent of the base, and registered businesses
accounted for $76,345,251, or 2.7 percent of the FY 1995 base. As earlier noted, DMBE's
reports of agency procurement tend to include any dollar value reported by State
agencies, not just certified firms. The difference between JLARC and DMBE figures,
therefore, cannot be attributed solely to the inclusion of non-certified firms. After
analyzing the data, JLARC staff concluded that the figures associated with "total"
minority firms were most accurate. The linking ofCARS transaction data with the more
inclusive "total" list of minority firms best captures the level of minority participation.
Consequently, the subsequent presentation of data in this report will focus on amounts
produced by matching agency CARS transactions with the total list of minority busi­
nesses.

While the numbers presented in this report are substantial, there is reason to .
believe that even they do not fully capture State payments to minority-owned businesses.
All of the reasons cited for low certification numbers can be applied to more general

--------------Table3---------------

Statewide Totals for Agency Payments to
Minority Businesses (FY 1995)

Minority Number State Payments Percent
Firm Source o Firms to Firms o Base"

DMBE-Certified1 1,747 $55,131,664 2.0
"Registered"? 3,475 $76,345,251 2.7
"Total"3 4,830 $108,256,490 3.9

IMinority firms certified by DMBE with valid federal identification number.

2..Registered" includes DMBE-certified firms, plus firms registered or certified by VDOT, DGS, DIT, VRMSDC, and
TRMPC, with valid federal identification numbers.

3"'Total" includes DMBE-certified, other "registered" firms and minority firms reported receiving over $1,000 on
agency procurement reports for which valid federal identification numbers were available.

*Base equals $2,783,537,829 in vendor payments for 140 object codes.

Source: JLARC staff analysis of Department of Accounts CARS data.
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problems of identifying minority firms: absence of incentives, past problems with
certification, reluctance offirms to register, etc. In addition, many State payments are
made to majority "prime contractors," which in turn may pay minority "second tier"
subcontractors. JLARC's CARS analysis would not capture such second tier payments,
which could be substantial for an agency such as VDOT where prime contractors are
encouraged to use minority subcontractors. Similar situations were observed for other
agencies as the following case study shows.

The Virginia State University Report of Minority Business Activity,
contained $615,949 in expenditures to minority-owned businesses, for
firms receiving more than $1,000 in payments. Of that total amount,
vendor identification numbers were unavailable for eight firms which
accounted for $330,807 or 54% ofall reported expenditures. However,
these expenditures were made to "second tier" vendors and subcontrac­
tors. As a result, Virginia State University did not have records
containing the federal identification numbers for these firms. Further,
these firms may have been paid directly by the prime contractor, which
was paid by the State. Consequently, the University's total amount of
expenditures to minority-owned businesses will be understated.

Because second tier payments to minority contractors could not be systematically
accounted for, the numbers in this report only reflect those expenditures captured in the
analysis of CARS records.

State expenditures to minority firms in FY 1994 tended to follow the same
general pattern as FY 1995. However, both the base and overall expenditure amounts
are somewhat less for FY 1994. In FY 1994, certified firms received $39.7 million or 1.7
percent ofthe $2.37 billion base. "Registered" firms received $56.8 million, or 2.4 percent
of the 1994 base. Total minority firms received $83.4 million, or 3.5 percent of the 1994
base. Because of the overall comparability of these numbers to FY 1995, the remainder
of this report will focus primarily on FY 1995.

Minority Participation in Key Categories of State Spending

While total State spending is indicative of the magnitude ofminorityparticipa­
tion, an analysis of the categories ofspending may ultimately be more useful in assessing
minority participation. Although this study did not assess the labor market availability
of minority businesses in the 140 categories analyzed, it could be argued that minority
businesses are under-represented in categories in which State expenditures to minori­
ties are minimal. As shown in Table 4, in many of the 20 categories with the highest total
State spending, identified minority firms received a relatively small proportion ofthese
expenditures. In eight of the top twenty categories, identified minority-owned busi­
nesses received less than one percent of all State spending. In nine categories, minority­
owned businesses received between one and five percent of State business. In three
categories, minority vendors received five percent or more. Complete data in a similar
formatfor all 140 object codes is provided in Appendix E.
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--------------Table4---------------
FY 1995 Statewide Expenditures

to Minority-Owned Business
As a Percentage of Top 20 Total Expenditures

Area of [ }JBE Percent
Expenditure (Code) i Expenditures Expenditures of Total

I I

Construction, Hizhwavs (2323) I $466,971,062 $6,465,937 I 1.38

Highway Repair and
Maintenance (1255) 302,082,532 16,494,728 5.46

Construction. Buildings (2322) I 150.040.344 1,712635 i 1.14

Construction. Bridges (2321) 123.669.718 109,198 I 0.09

Medical and Dental Supplies (1342) 115.890.040 1.026,929 0.89

Architectural and Engi-neering
Services (1261) 104,625,738 2.249.974 2.15

Skilled Services (1268) I 96,620,602 3,748,394 3.88

Merchandise (1334) 96021 723 3 163.806 3.29

Food and Dietary Supplies (1362) ! 85,096,124 159885 0.19

Computer Peripheral
IEquipment (2211) 70,143.950 22,277,653 31.76

Building Rentals (1535) I 68,682,407 178,977 0.26

Telecommunications Services
(Non-State) (1217) 67,739,939 79,376 0.12

Construction, Building
Improvements (23282

Equipment Rentals (1534)

66,457,322

44,796,025

578,800

612,676

2.10

2.63

0.19

30.31~

220,259

650,966

I
i
I 0.51

31&.04,946

30.632,160

29,528,957

43,0-34,202

33,894,166

36,715,639

Motor Vehicle Equipment (2254)

Management Services (1244)

Computer Processor
Equipment (2212)

Public Information and Public
~elations (1246)

Laboratory S~plies (1341)

Attorney Services (12432

Source: JLARC staff analysis of Department of Accounts CARS data.
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The largest minority share of State expenditures for the object codes was 32
percent, for the category "computer peripheral equipment" (object code 2211). Indeed, for
the five object codes for which minority businesses accounted for over 20 percent ofState
expenditures, four were in the computer area (Table 5). Most of the spending in the area
is done through one large firm (Winn Laboratories), which accounts for more than $20
million in State business. The only non-computer related object code in this category was
custodial services (object code 1251), for which minority firms received $3,684,378 or 20
percent of the State's business.

--------------- Table 5---------------
Areas Where Expenditures to Minority Firms

Comprise Over 20 Percent of State Total

I Amounts Paid PercentI

Code I Description to Minority Firms ofTotal

2211 I
Computer Peripheral Equipment $22,277,652 32

I2212 Computer Processor Equipment 10,274,368 30
1373 I Computer Operating Supplies 2,176,933 24
2218

I

Computer Equipment Improvements 1,503,187 22
1251 I Custodial Services 3,684,378 20

Source: JLARC staff analysis of Departrnent of Accounts CARS data.

The top 20 categories of minority expenditures in terms of dollar value are
shown in Table 6. These 20 categories account for 84 percent of all expenditures to
identified minority firms. Eighteen areas have spending exceeding $1 million in a variety
of categories. A wide array of goods and services are represented, suggesting that the
availability of minority firms may be more extensive than some agencies may realize.
Further, the great majority of these expenditures goes to firms that are located in
Virginia. For FY 1995, minority firms located in Virginia accounted for a total of61,085
transactions (76 percent of total transactions) totaling $79.2 million (73 percent of total
minority expenditures).

EXPENDITURES BY SECRETARIAL AREA

In the past, the DMBE has compiled reports on minority procurement by
Secretarial area. DMBE's report of expenditures by secretarial area were based upon a
compilation of minority business procurement reports compiled and submitted by State
agencies to the department. Hence, the information contained in the report on minority
procurement by secretarial area compiled by the DMBE is subject to the same limitations
mentioned earlier in this chapter.
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Table 6

Top 20 Categories of Expenditures
to Minority-Owned Businesses

Percent
Area ofExpenditure (Code o Total

Computer Peripheral Equipment
(2211) 22277 653 70 143950 31.76

Highway Repair and Maintenance
(1255) 16494728 302082532 5.46

Computer Processor Equipment
30.31(2212) 10274368 33894 166

Construction 6465937 466971 062 1.38

Computer Hardware Maintenance
(1274)

I 4.215.615 24.631.099 17.11

Skilled Services (1268) ! 3,748,394 96,620,602 3.88i

Custodial Services (1251) I 3.684.378 18676.559 19.73
I

3678973 19789042 18.59!

Printing Services (1215) 3,276,190 24,677,497 13.28

Merchandise (1334) 3,163,806 96,021,723 3.29

Architectural and Engi-neering
Services(1261) 2,249,974 104,625,738 2.15

2,176,933 8,932,794 24.37

Construction Buildin s (2322) 1 712 635 150040344 1.14

Computer Equipment Improvements
(2218) 1,503,187

I

6,719,890 22.37

Computer Software Costs (1279) 1,362,603 21,302,789 6.40
i

Plant Repair and Maint. Services

•

I
(1257) 1,111,968 24,911,334 i 4.46

I
I
IMedical and Dental Supplies (1342) 1,026,929 i 115,890,040 I 0.89

i ---r

Media Services (1248) 1,021,477 i 12,013,602 i 8.50

1
I

Photographic Supplies (1377) 943,364 4,925,727 19.15
I

Equipment Repair and Maint. I
Services (1253) $935,073 $27,121,587 3.45

Source: JLARC staff analysis of Department of Accounts CARS data.
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However, this level of data aggregation is useful because it is likely that some
ofthe deviations and extreme values seen at the individual agency level could be expected
to moderate or cancel out. Consequently, the use of aggregated data provides a useful
overview of the State's total procurement and its expenditures to minority-owned
businesses. Using the Commonwealth Accounting and Reporting System, JLARC
calculated expenditure totals for both FY 1994 and FY 1995 for the legislative, executive
and judicial branches and the eight secretarial areas.

Ai3 noted previously, at the individual agencylevel, overcountingor undercounting
could disproportionately affect the percentage of minority expenditures. Such an effect
would tend to be mitigated by the aggregation of agencies at the branch and Secretarial
levels. Table 7 shows the FY 1995 data collected by JLARC at the branch levels. Table
8 shows the FY 1995 data collected by JLARC aggregated at the Secretarial level. Data
compiled by secretariat for FY 1994 yielded similar results to that of1995. For example,
from FY 1994 to FY 1995 six of the eight secretariats exhibited no change in the
percentage of minority procurement. In addition, the total percentage of minority
procurement for all secretariats minimally increased from 3.40 percent to 3.76 percent.
The base of expenditures between the two years is similarly proportional. Procurement
across the secretariats for FY 1994 accounted for $2,253,397,925 in total expenditures
and $76,294,550 in expenditures to minority-owned businesses. The total expenditures
by secretariat for FY 1995 amounted to $2,661,559,240 and total minority procurement
accounted for $99,896,441.

---------------Table7---------------

Expenditures by Branch of Government: FY 1995

Total Minority
Branch Procurement Procurement

Executive $2,663,644,976 $100,199,773
Legislative 5,371,012 894,977
Judicial 45,230,696 845,254
Independent Agencies 69,291,144 6,316,485

Total $2,783,537,828 I $108,256,489

Percentage
ofMinority

Procurement

3.76
16.66

1.86
9.11

3.88

Source: JLARC staff analysis of Department of Accounts CARS data.

AGENCY-LEVEL SPENDING

Every major State agency procured some goods and services from minority­
owned businesses in FY 1995. As shown in Table 9,23 State agencies spent more than
$1 million each with identified minority businesses. Conversely, some agencies spent
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---------------Table8---------------
Expenditures by Secretariat: FY 1995

Secretariat

Administration
Commerce and Trade
Education
Finance
Health and Human Resources
Natural Resources
Public Safety
Transportation

Total1

Total
Procurement

$117,019,786
58,171,472

862,662,050
13,044,449

239,060,488
40,593,075

159,513,026
1,171,494,894

$2,661,559,240

Minority
Procurement

$3,244,292
3,012,553

37,946,954
766,504

12,686,689
2,860,854
6,316,844

33,061,748

$99,896,438

Percentage
ofMinority

Procurement

2.77
5.17
4.39
5.88
5.30
7.04
3.96
2.82

3.750

ITotal expenditures by secretariat do not include payments made to minority firms by the executive offices.

Source: JLARC staff analysis of Department of Accounts CARS data.

very little with minority firms. Information on 77 major agencies can be found in
Appendix F.

As noted earlier in this report, it was impossible to identify all minority firms
doing business with the State. It is probable, therefore, that some expenditures are
missing. Such omissions could particularly affect smaller agencies where the exclusion
(or inclusion) of payments to even a few minority firms could disproportionately affect the
agencies' totals.

AB indicated earlier, a statewide assessment of the availability of minority
businesses in specific areas was not conducted. For example, much ofDIT's $63.9 million
base is with major mainframe computer makers or telecommunications companies. The
relatively low percent ofDIT expenditures with minority firms ($516,431 or .81 percent
of its base) could be a result of limited availability of minority businesses in this field,
coupled with the impact of economies of scale and the State's low bid policy.

To provide more detailed information on individual agencies and factors
affecting them, data are presented in Appendix G on the top ten agencies in terms of
dollar volume of minority spending. These reviews provide more specific information on
individual agency purchases, including their major categories of spending. An example
of such a review - for the Department of Corrections - is provided in Exhibit 1.

As would be expected, agencies with the largest expenditure base are generally
those with the largest minority expenditures. VDOT, with the largest expenditure base
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Exhibit 1

Expenditures of the Department of Corrections
on Minority Businesses

The Department of Largest,'MBE.• ExpenditureslPercentofAaencvtotal
Corrections is responsible for the Area ofExpenditure DOC MS'E Total, 7 Percent
secure confinement of approximately (701) Expenditure Expenditure of Total
23,000 felons in Virginia prisons, field

Apparel Sucolies {1311) $252,459 $892,903 28.00%
units, and work release centers. For
the purposes of this review, those Office Supplies (1312) $206,359 $860,548 24.00%

entities are included, along with the Manufacturi:.; 3upplies $189,843 $13,658,499 1.40%
central office, in the data presented (1333)
in this report. Coal (1321) $165,555 $999,877 17.00%

In FY 1995, the DOC spent Law Enforcement Supplies $154,316 $539,328 29.00%
$2,844,379 with minority businesses, (1376)
or 2.9 percent of a $97 million base

Construction, Building $143,072 $4,652,746 3.10%
In FY 1994, the department spent
$2.2 million, or 3.7 percent of a $60

Improvements (2328)

million base. By comparison, DOC Food and Dietary Supplies $140,069 $4,786,880 2.90%

reported FY 1994 minority (1362)

expenditures of $1.9 million from a Computer Peripheral $115,186 $1,105,340 10.00%
$58 million base. Equipment (2211)

DOC has a written policy Computer Software Costs $110,432 $273,094 40.00%
regarding minority procurement, as (1279)
required by statute. Ttus policy Photographic Supplies $105,546 $155,675 68.00%
directs DOC purchasing officers to (1377)
use OMBE's and DGS's lists of

Source: JLARC Staff Analysis ofFY199500ARecordsminority businesses. It also directs
purchasing officers to "notify DMBE
whenever a minority not listed with Largest, Agency ExpendituresIMBE Percent'
their office is utilized.' In addition, Area of Expenditure DOC Total MBE ,', Percent
DOC requires purchasing officers to (101) Expenditure Expenditure ofTotat
advertise solicitations over $5,000 in Construction, Buildings $20,090,253 $0 0.00%
minority-owned newspapers. (2322)

The department indicated that Manufacturing Supplies $13,658,499 $189,843 1.40%
size is a barrier to full participation by {1333)
minority businesses. "Minority firms

Merchandise (1334) $6,485,091 $18,474 0.28%are often small and lack the financial
resources to prepare formal written Food and Dietary Supplies $4,786,880 $140,069 2.80%

proposals that can successfully (1362) I
compete for large state contracts." Construction, Building $4,652,746 $143,072 3.10%

DOC's procurement manager Improvements (2328)
Indicated that the department has Building Rentals (1535) $4,274,920 $0 0.00%
been using a CARS data search

Mechanical Repair and $3,002,955 $70,688 2.40%
similar to that used in this report. He Maintenance (1354)
indicated that preparation of such

Medical and Dental $1,857,820 $73,996 4.00%reports at the State level would save
time and money, Supplies (1342)

Building Repair and $1,651,531 $31,700 1.90%
Maintenance (1351)

Architectural and $1,617,161 $67,500 420%
EngIneering (1261)

Source: JLARC Staff Analysis of FY 1995 DOA Records
MBE = Minority Business Enterprise



Page 22 Chapter II: State Procurement of Goods and Services FromMinority-Owned Businesses

---------------Table9---------------
Agency Expenditures to Minority-Owned Businesses

(FY 1995)

Name

De artment of Trans ortation

Total
Ex enditures

$1,146,557,427

234312981

$31,643,351

7395045

Percent
o Total

2.76%

3.16

Department of Social Services

Virginia Community College System

I

28,216,265 j

i

72,250,695 !

6,175,071

5,559,757

21.88

7.70

Lotterv Department i 53,443726 5377960 I 10.06
! I

Virginia Commonwealth University j 188.314,407 4,638.568 i 2.46I

i
I

Health Denartment 105045087 2912,250 I 2.77,

!Corrections I 97,354,738 2,844,379 2.92

Norfolk State University ! 14,329,373 2,832,029 19.76
i

VPISU
!

102,516,876 2,625 773 2.56

George Mason University 57,454,410 I 2,561,128 4.46
I

Department of General Services 50,867,184 I 2,500,467 4.92
i

James Madison University 39,263,027 I 2,148,437 5.47
I
I

Old Dominion University 16,009,831 I 1,604,252 10.02

Mental Health Mental Retardation
Substance Abuse Services 58,664,417 1,549,926 2.64

Virginia State University 14,888,063 ! 1,547,884 10.40

Department of Environmental Quality I 1,426,400 8.3617,069,405 I

Department Motor Vehicles 19,924,773 I 1,341,623 6.73
I

Virginia Port Authority 11,706,998 , 1,218,099 10.40

William and Mary 34,004,613 I 1,093,753 3.22
I

Virginia Museum Fine Arts 2,976,583 i 1,075,144 36.12

Library of Vir nia 2,518641 1 055,817 41.92

Other* 13,861,838 1,627,781 11.74

*Other represents 41 sources of expenditures, generally small agencies, combined into a single unit.

Source: JLARC staff analysis of Department of Accounts CARS data.
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- $1.15 billion - spends the most with minority firms: $31.6 million, or 2.8 percent of
that base. The University ofVirginia (including UVAH and ClinchValley) has the second
largest expenditure base - $234 million - and spends the next largest amount with
minority firms, $7.4 million, or 3.2 percent of the base.

Nine agencies with over $1 million in expenditures to minority firms spent 10
percent or more of their base with minority businesses. (These agencies also appear in
Table 9). The largest of this group by percentile are the Library of Virginia (42 percent),
the Virginia Museum of'Fine Arts (36 percent), and the Department of Social Services (22
percent). All of these agencies are based in the City ofRichmond, where there are many
minority-owned businesses. The other five agencies in the $1 million/l0 percent category
are also located in areas with access to substantial minority business communities:
Norfolk State University (20 percent), Virginia State University (10 percent), Old
Dominion University (10 percent), the Virginia Port Authority (10 percent), and the
Lottery (10 percent). (According to the 1987 Economic Census, the RichmondIPetersburg
MSA had 4,879 minority-owned businesses, of which 1,149 had paid employees. The
NorfolkNirginia BeachlNewport News MSA had 7,089 minority-owned businesses, of
which 1,566 had paid employees). In addition, the 41 agencies clustered into the "Other"
category spent $1.5 million, or 13 percent, of their combined base of$12.3 million with
minority businesses.

THE NEED FOR AN IMPROVED DATABASE AND METHODOLOGY FOR
ASSESSING MINORITY PROCUREMENT

The fact that many agencies are able to successfully identify minority busi­
nesses would seem to indicate the general availability of minority businesses to provide
goods and services to the State. However, 37 of 126 State agencies surveyed byJLARC
said they had trouble locating minority businesses. Some of these problems may be due
to the relatively small number affirms on DMBE's list and on the accuracy and currency
of this list. Several agencies indicated that substantial effort is required by individual
agencies to update the list provided by DMBE.

One agency in Richmond reported experiencing problems when using
DMBE's list of certified firms for solicitation purposes. An agency
representative described a solicitation effort earlier in the day where one
phone call solicitation had yielded (1) a child answering the phone, (2)
an answering machine, (3) an out-of-se ruice number, and (4) no answer
to the call. Such experiences are not uncommon, he said, adding that
the agency itselfspends a lot of time attempting to verify that firms on
the list are still in business. The agency recommended that "one single
minority database should be maintained and be electronically avail­
able in a real time mode to all agencies."

Further evidence of the need to expand and improve the accuracy ofDMBE's list can be
seen in the number ofDMBE-certified matches. Only 235 of the 1,235 minority firms (19
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percent) matched by CARS transactions came from the DMBE-certified database. These
appeared to be the larger, better-known firms, accounting for $55 million of the $108
million expenditures.

The director ofDMBE, in interviews with JLARC staff, expressed an interest
both in the expanded database and in the methodology used in this report. Use of this
methodology, along with an improved database of minority-owned businesses, would
produce more accurate reports and save time and effort at individual agencies. As earlier
noted, JLARC's use ofother State databases almost tripled DMBE's list of minority firms
and produced more than 80 percent of the CARS matches. Further refinements to the
data base are still possible. The UniversityofVirginia, for example, has its own database
of over 1,000 minority firms. Other State agencies have similar lists. Consolidation of
all these lists in an automated format would greatly enhance the ability of State agencies
to locate minority businesses, particularly in regions where agencies reported difficul­
ties. In addition, consolidation of the minority lists will provide more accurate data and
information concerning State procurement activities with minority-owned businesses.

Similarly, the reporting process in its current form has often resulted in
inaccurate reporting, duplication of effort and inefficiency. Changing the reporting
process to facilitate the transfer of CARS data about State agencies to the DMBE in an
automated form rather than in the present manual or hard copy formats could signifi­
cantly reduce data entry and processing workloads at state agencies and DMBE.
Furthermore, compiling and submitting the minority procurement reports in an auto­
mated manner would result in more timely and accurate reporting of that data.

Recommendation (1): The General Assembly may wish to amend § 2.1­
64.37-38 of the Code ofVirginia to remove the responsibility for preparation of
minority participation reports from State departments and agencies and
transfer the responsibility to the Department ofMinority Business Enterprise
and the Department of Accounts. If enacted, the Department of Minority
Business Enterprise and Department of Accounts should use a methodology
similar to that used in this report to improve the accuracy and timeliness of
reports of minority procurement.

Changing reporting responsibilities and methodologies would address some of
the problems currently experienced in the area of minority procurement. Statute
currently calls for the director of DMBE to establish an interdepartmental board (§ 2.1­
64.36 of the Code) to promote minority business activity. In theory, this board could
coordinate the merger of minority business lists and improved reporting. However, this
board has met infrequently, and the director ofDMBE may not be in a position to ensure
the full cooperation and coordination needed to influence activities across secretarial and
departmental lines. An inter-agency task force might be better able to effect needed
changes.

Recommendation (2): The Secretary ofAdministration should convene
an inter-agency task force to assist the Department of Minority Business
Enterprise in the modification of the reporting process. The task force should
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include, but not be limited to, representatives of the Offices of the Secretary of
Administration, the Secretary of Commerce and Trade, the Secretary of Fi­
nance, the Department of Accounts, the Department of Minority Business
Enterprise, the Virginia Department of Transportation, the University of
Virginia Office ofMinority Procurement Programs, and a representative ofthe
legislative and judicial branches. The task force should be chaired by a
representative of one of the Secretariats. The task force should address issues
ofidentifying and certifyingminority businesses, the compilation and automa­
tion of lists, and other reporting issues. The task force should also prepare
recommendations for statutory modifications related to these issues. (Further
issues to be addressed by the taskforce are addressed in ChapterIII recommen­
dations.)

CONCLUSION

While minority-owned firms receive substantial business from the State, the
overall proportion (3.9 percent) appears small compared to the State's minority popula­
tion, which is 21.3 percent of the Commonwealth's population of persons over 16 years
old. This comparison can be misleading, however, because minorities do not own
businesses in proportion to their population. In addition, the Supreme Court has found
that population percentage is not a legal basis for preference programs, where such
programs do exist. The 1987 Department of Commerce Economic Census only identified
6,237 minority firms with paid employees, a number closer to the number of minority­
owned firms identified during JLARC's study (5,806 - this number does include sole
proprietorships, however). The percentage of minority-owned businesses in the State
(9.9 percent in 1984) is somewhat more in line with the 3.9 percent level ofparticipation.
(Economic Census data from 1992 were not available at the time of this report.)

A number of explanations have been suggested to explain relatively low levels
of minority participation for various categories of State contracts. Often cited is the
explanation that the low bid policy of the State favors larger, longer-established firms
that are typically not minority. It has also been suggested that majority firms tradition­
ally doing business with the State have developed relationships and expertise that gives
them an advantage. Some representatives of the minority business community have
suggested that some agencies make only a half-hearted effort to solicit bids from minority
businesses. To address some of these concerns, the State has adopted a number ofpolicies
and practices which it implements with mixed success. These issues are discussed in the
next chapter.
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III. Minority Business Participation in
Virginia's Public Procurement Process

Minority firms rely on State agencies' implementation of minority business
related policies in their efforts to compete for business with the State. State policies
governing procurement of goods and nonprofessional services from minority-owned
businesses are substantially the same as those policies governing procurement from all
nongovernmental sources. Minority-ownedbusinesses desiring to provide the Statewith
goods and services are subject to the Virginia Public Procurement Act, as are all other
businesses. The Commonwealth does not give minority firms preference over non­
minority firms competing for business with the State. However, the State has estab­
lished provisions to ensure that minority-owned businesses both have opportunities to
participate in the State's procurement activities and are not discriminated against
during the procurement process.

State agencies and institutions contracting goods and nonprofessional services
from nongovernmental sources must abide by established policies and procedures found
in the Virginia Public Procurement Act, the Virginia Fair Employment Contracting Act,
and procurement guidelines provided by the Department of General Services' (DGS)
Division of Purchases and Supply (DPS). None of the above-mentioned statutes or
guidelines contain preferences, set-asides, or quotas for minority-owned businesses.
However, various sections of the Code ofVirginia prohibit discrimination on the basis of
race, religion, color, sex, or national origin.

Furthermore, State agencies provide guidelines, assistance, and training in the
area of minority-owned business participation in the State procurement process. These
agency functions are designed to enhance the State's policy of contributing to the
establishment, preservation, and strengthening of minority-owned businesses. The
implementation of these functions, however, does not always meet the intent of State
policy. Consequently, both State agencies and minority-owned firms have voiced
concerns over the lack of effort on the part of State agencies with procurement oversight
responsibilities in promoting the participation ofminority-owned businesses in the State
procurement process.

Enhanced cooperation between State agencies with minority-owned business
oversight responsibilities is necessary to effect compliance with statutes governing the
establishment, preservation, and strengthening of minority-owned businesses. In
addition, State agencies with oversight responsibilities in public procurement activities
should (1) incorporate review procedures for minority-procurement activity where this
oversight is lacking, and (2) provide more complete, comprehensive, and reliable data on
minority-owned business activity in State procurement. Moreover, the lack of compre­
hensive data on minority-owned business activity in an automated form appears to serve
as a constraint to minority-owned business activity in the public procurement process.
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Previous chapters have described State policies regarding anti-discrimination
and levels of minority-owned business activity in State contracts. This chapter examines
Virginia's public procurement policies as they relate to minority-owned business activity
in the State procurement process, and the State's oversight mechanisms to promote
compliance with those procedures and policies.

PUBLIC PROCUREMENT POLICIES IN VIRGINIA

In response to the absence of a comprehensive review of the Commonwealth's
public procurement laws, the 1979 Session of the Virginia General Assembly adopted
Senate Joint Resolution No. 148 which authorized a study of Virginia's procurement
laws. The study concluded that Virginia's procurement statutes were "sprinkled
throughout the Code, rather than located within one Title." Therefore, the study
produced recommendations to establish a more cohesive and comprehensive public
procurement policy.

Subsequently, the 1982 General Assembly created the Virginia Public Procure­
ment Act in Chapter 7 of Title 11 of the Code of Virginia. The purpose of the Act is to
establish comprehensive public policies pertaining to governmental procurement from
nongovernmental sources. Section 11-35 of the Code of Virginia enunciates the
Commonwealth's procurement policy:

To the end that public bodies in the Commonwealth obtain high quality
goods and services at reasonable cost, that all procurement procedures
be conducted in a fair and impartial manner ... [and] that all qualified
vendors have access to public business ... it is the intent of the General
Assembly that competition be sought to the maximum feasible degree,
that individual public bodies enjoy broad flexibility in fashioning
details of such competition, that the rules governing contract awards
be made clear in advance of the competition, that specifications reflect
the procurement needs of the purchasing body rather than being
drawn to favor a particular vendor, and that purchaser and vendor
freely exchange information concerningwhat is sought to be procured
and what is offered.

Promoting competition and acquiring goods and services from the lowest
responsive and responsible bidder are emphasized in the Act. In addition, the Act
prohibits discrimination and promotes the inclusion ofminority-owned businesses in the
State procurement process. However, not all public procurement policies have guidelines
in the area of minority-owned business participation.
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Statutory Provisions Relating to Non-Discrimination and Minority Business
Participation

The Virginia Public Procurement Act emphasizes competition. The Act speci­
fies that unless exempted elsewhere, transactions entered into by public agencies and
institutions for the acquisition of goods, services, construction, and insurance must be
obtained through a competitive process. Section 11-53 of the Act, specifically provides
that "unless canceled or rejected, a responsive bid from the lowest responsible bidder
shall be accepted as submitted ...." The creation ofa policy concerning the acceptance
ofthe lowest responsible bidder emphasizes the intention ofthe Act. Responsible bidders,
persons with the capability to "performfully the contract requirements and the moral and
business integrity and reliability which assure good faith performance," offering the
lowest bid, assist public bodies in obtaininghigh quality goods and services at reasonable
pnces.

In the State's effort to seek the lowest responsible bidder, minority-owned
businesses do not receive any consideration on the basis of being minority-owned firms.
Therefore, a minority-owned business must be classified as a responsible bidder and will
receive State contracts only when the firm offers the lowest price. This is standard in the
majority of procurement activities.

Although State procurement policy emphasizes competition resulting in the
selection of the lowest responsible bid and does not give minority-owned businesses any
preferenceinthisselectionprocess,elementsofStatepolicyexisttoensurethatminority­
owned firms are not discriminated against in the process. Under current Virginia law,
provisions exist prohibiting both discrimination and preference in awarding contracts to
minority businesses. Agencies are required to solicit bids from minority companies, but
the award of contracts is generally done on the basis of a low bid. Furthermore, the
Virginia Public ProcurementAct sets out: (1) the prohibition ofdiscrimination by a public
body; (2) the establishment of programs to facilitate the participation ofsmall businesses
and businesses owned by women and minorities in procurement transactions; and (3) the
prohibition of discrimination by a contractor.

Section 11-44 of the Public Procurement Act requires that "no public body shall
discriminate because of the race, religion, color, sex, or national origin of the bidder or
offeror." In 1984, the section was amended to include the following phrase: "Whenever
solicitations are made, each public body shall include businesses selected from a list made
available by the Department of Minority Business Enterprise."

In addition, § 11-48 of the Act states that "all public bodies shall establish
programs consistent with all provisions of [the Virginia Public Procurement Act] to
facilitate the participation of the small businesses and businesses owned by women and
minorities in procurement transactions. Such programs shall be in writing, and shall
include cooperation with the Department of Minority Business Enterprise, the United
States Small Business Administration, and other public or private agencies." In 1984,
the language in this section was changed from "may" to "shall." That same year, a section
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was added requiring State agencies to submit annual progress reports on minority
business procurement to the Department of Minority Business Enterprise (DMBE).

Although public bodies -are required to help facilitate the participation of
minority-owned businesses in public procurement, agencies are not required to award
contracts based on this identification. Moreover, in order to receive awards with the
State, solicited minority-owned businesses must prevail in the regular competitive
procurement process.

The Act also prohibits employment discrimination by a contractor. Section 11­
51 of the Act requires that during the performance ofa contract, "the contractor will not
discriminate against any employee or applicant for employment because of race, religion,
color, sex, or national origin, except where religion, sex, or national origin is a bona fide
occupational qualification." By statute, in all solicitations or advertisements for employ­
ees, the contractor is required to state that he is an "equal opportunity employer."
Finally, the contractor must include the aforementioned provisions in every subcontract
entered into over $10,000.

In addition to the Virginia Public Procurement Act, references to anti-discrimi­
nation in contracting are available in additional sections of the Code. Sections 2.1-374
through 2.1-376 establish the Virginia Fair Employment Contracting Act. The Virginia
Fair Employment Contracting Act, enacted in 1975, requires that a contractor not
discriminate against any employee or applicant for employment because ofrace, religion,
color, sex, or national origin, except where religion, sex, or national origin is a bona fide
occupational qualification reasonably necessary to the normal operation of the contrac­
tor. In addition, the Act states that:

Nothing contained in the [Virginia Fair Employment Contracting Act]
shall be deemed to empower any agency to require any contractor to
grant preferential treatment to, or discriminate against, any indi­
vidual or any group because of race, color, religion, sex or national
origin on account of an imbalance which may exist with respect to the
total number or percentage of persons of any race, color, religion, sex
or national origin employed by such contractor in comparison with the
total number or percentage of persons of such race, color, religion, sex
or national origin in any community or in the Commonwealth.

In 1980, the Act was amended to prohibit discrimination in the awarding of
State contracts. Section 2.1-376.1 of the Virginia Fair Employment Contracting Act
states that "in the awarding of contracts, no contracting agencies shall discriminate
because of race, religion, color, sex, or national origin."

Procurement Act Provisions Allow Some Flexibility

The Virginia Public Procurement Act defines various types of public procure­
ment beyond the simple acceptance of low bid. Section 11-41 of the Code of Virginia
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outlines the various methods of procurement available to State agencies. All public
contracts with nongovernmental contractors for goods, services, insurance, or construc­
tion must be awarded on the basis of competitive bidding or competitive negotiation,
unless otherwise authorized by law. Authorizations for competitive sealed bidding,
competitive negotiation, small purchase procedures, sale source procurements, and
emergency procurements are also allowed under the Virginia Public Procurement Act.

Competitive Sealed Bidding. Competitive sealed bidding is the preferred
method ofpublic procurement in the Commonwealth when acquiring goods or nonprofes­
sional services estimated over $15,000. This type ofbidding is defined as "the offer offirm
bids by individuals or firms competingfor a contract, privilege, or right to supply specified
services or goods." Competitive sealed bidding includes the issuance of a written
Invitation to Bid (lFB), public notice ofthe IFB, public announcement of all bids received,
evaluation of bids, and award to the lowest responsive and responsible bidder.

Minority-owned businesses do not receive preferential treatment in the sealed
bidding process. However, State procurement policies direct agencies to include busi­
nesses selected from a list made available by DMBE when soliciting bids directly from
potential contractors. The intent of this policy is to encourage minority-owned business
participation in State bidding opportunities. However, limitations in data and limited
oversight impede full compliance with this policy. These issues will be discussed in
greater detail in the next section of this chapter.

Competitive Negotiation. Competitive negotiation is used if competitive
sealed bidding is deemed either not practicable or not fiscally advantageous by the
procuring public body. In a competitive negotiation process, a written statement must
explain why competitive bidding is not practicable or fiscally advantageous. In this case,
a Request for Proposal (RFP) is issued stating what is to be procured, public notice of the
RFP is established, and there is an engagement in individual discussions with qualified
offerors. Negotiations are continued with meritorious offerors, and a contract is
awarded.

Minority-owned business participation in the competitive negotiation process is
dependent on State agency inclusion of minority firms in the solicitation process.
Procurement guidelines recommend that State agencies include a minimum number of
minority firms based on the procurement amount and the adequacy of minority finn
registration in the given commodity. Moreover, State policy for RFP procurements in
excess of$100,000 provides additional guidelines for minority-owned business participa­
tion.

Minority-Owned Business Solicitations and Memorandum on Procure­
ments Over $100,000. Section 2.1-442 of the Code o{Virginia authorizes DGS and DPS
to issue directives or memoranda on public procurement. In section 2.16(d) oftheAgency
Procurement and Surplus Property Manual, DPS exercises this authority. Section
2.16(d) provides guidance in compliance with the Secretary of Administration's memo­
randum dated August 12, 1991.
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This memorandum establishes guidelines for all procurements ofgoods, profes­
sional and nonprofessional services, construction, and insurance by competitive negotia­
tion which exceed $100,000 in value. The memorandum implements the policy of the
Commonwealth to "contribute to the establishment) preservation, and strengthening of
small businesses and businesses owned by women and minorities." In this case, the
directives of the memorandum are not optional; rather, they are requirements. Guide­
lines for implementation of the memorandum state that the offeror must submit three
sets ofdata for small businesses and businesses owned by women and minorities. These
sets of data are: (1) ownership, (2) utilization ofsuch firms for the most recent 12 months,
and (3) planned involvement of such firms on the current procurement.

In evaluating these proposals, DGSIDPS guidelines provide weights to be
assigned to the offerors' past, current, and future efforts to utilize goods and services from
such firms. The failure of an offeror to submit the required information will result in the
removal of the offer from further consideration. A DPS staffmember stated that he was
not aware ofany RFP which was tilted in the favor of and subsequently awarded to a firm
based on the minority business provisions of this memorandum.

Small Purchase Procurements. Section 11-41F of the Code of Virginia
permits public bodies toestablish purchase procedures, ifadopted in writing, that do not
require sealed bids or competitive negotiation for single or term contracts not expected
to exceed $15,000 ($30,000 for contracts for microcomputers and related peripheral
equipment and services). Although small purchase procedures do not require sealed bids
or competitive negotiation, these procedures should permit competition whenever
practicable. Table 10 provides an overview of State procurement requirements and
dollar limitations.

Single quotations are permissible in certain instances. For example, when the
estimated costs of goods or nonprofessional services is less than $2,000, purchases may
be made with the receipt ofone written or telephone quotation. However, DGS states that
agencies should seek additional competition whenever there is reason to believe that the
written or telephone quotation is neither fair nor reasonable.

In addition, the Agency Procurement and Surplus Property Manual requires
State agencies and institutions to solicit at least three valid sources for purchases ofgoods
or services between the single quote limit of $2,000 and $5,000. Moreover, small
purchases between $5,000 and the small purchase dollar threshold of$15,000, whether
sealed bids or unsealed proposals, require soliciting from at least four valid sources. In
all agency purchases over $15,000, a decision must be made whether to use competitive
sealed bidding or competitive negotiation. In either case, solicitations from a minimum
of six valid sources are required.

Staff at DPS have recognized that the possibility of confusion exists in the
solicitation of bids for State procurement activity. As depicted in Table 10, some
solicitations are required and others are recommended. The Agency Procurement and
Surplus Property Manual provides guidelines for solicitations from bidders during
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--------------Table10--------------

State Procurement Requirements and Dollar Limits

Number of Minority
Method of Solicitations Solicitation

Procurement' Purchase Limits Required Recommendations

Small Purchase I Single Quote Include when possible. Less than $2,000

$2,000 to $5,000 Three Solicitations Include minimum of
two firms

Between $5,000 Four Solicitations Include minimum of
and $15,000 four firms

Competitive Sealed Over $15,000 Minimum of Six Include minimum of
Bidding (IFB) four firms

Competitive $15,000 to Minimum of Six Include minimum of
Negotiation (RFP) $100,000 four firms

Competitive Over $100,000 Minimum of Six Include minimum of four
Negotiation (RFP) firms and award points

for past, current, and
planned minority
involvement

1 Sale source procurements and low dollar purchases (single quote) are two of a number of exceptions to the competi­
tive procurement process. Certain categories of emergency procurements are also exceptions to the competitive
procurement process. A full list of exceptions is available in section 1.3(g) of the Agency Procurement and Surplus
Property Manual.

2 The Agency Procurement and Surplus Property Manual recommends these solicitations be expanded to include
minority and/or women-owned businesses when there is adequate registration of minority and/or women-owned
firms in the commodity solicited.

Source: JLARC staff analysis ofAgency Procurement and Surplus Property Manual, September 1995, Department of
Gener-al Services.

competitive bidding, competitive negotiation, and small purchases. In addition, guide­
lines for soliciting minority firms are also provided in the manual.

However, these guidelines are exhibited in separate sections of the manual,
rather than displayed as they are interrelated. For example, Appendix K of the
Procurement Manual provides a summary of policies related to purchase levels. How­
ever, while the number of overall solicitations is detailed, no mention of minority vendor
solicitations is made. Consequently, a purchasing officer could interpret solicitations of
small purchases between $5,000 and $15,000 to include four solicitations (none of which
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having to be minority firms), four solicitations from minority firms only, or eight
solicitations (four ofwhichhaving to be from minority firms). Staffat DGSIDPS recognize
the potential confusion and stated that this issue would be addressed. Subsequently,
staff from the Procurement Review Section of DPS interpreted minority business
solicitation recommendations to mean the expansion ofsolicitations to include minority
firms to the required solicitations in high dollar solicitations.

Sole Source Procurements. DGSillPS authorizes sole source procurements
when "there is only one source practicably available for the goods or services required."
Sole source procurements must be accompanied by a written determination by the agency
head, or his designee, documenting that only one source is practicably available. In
addition, sole source procurements exceeding $10,000 must be submitted to the Office of
the Governor for review and approval. There are no minority-owned business solicitation
requirements in sole source procurements.

Emergency Procurements. In its procurement manual, DGSIDPS defines an
emergency as an occurrence of a serious and urgent nature that demands immediate
action. In cases of emergencies, DGSIDPS outlines what pre-award action may be taken.
Emergency purchases that are required to protect personal safety or property should be
carried out immediately; however, the affected agency should attempt to negotiate a fair
and reasonable price. In all other types of emergencies, competition should be sought to
the extent practicable. There are no minority-owned business solicitation requirements
in emergency purchases.

Although State procurement policies have been decentralized, all purchases are
not established on the agency or institution level. In some instances DGSIDPS estab­
lishes term contracts, for which a source of supply is established for a specific period of
time. DGSIDPS establishes these contracts in order to obtain more favorable prices
through volume purchasing. In return, procurement lead time and administrative effort
are reduced, and public bodies may issue purchase orders for any goods or services on the
term contract available to the public body. When establishing State contracts, DGSIDPS
solicits all registered vendors, under the commodity to be procured, from its bidders list.
If minority vendors are on the list under the commodity to be procured, they will be
automatically included in this process.

While the State's procurement process does not provide preference to minority
businesses, DGSIDPS reported to JLARC that as of November 2, 1995, 19 minority­
owned businesses held 26 of the 526 DGSIDPS term contracts for goods and services.
JLARC staff attempted to contact these 19 firms for their assessment of doing business
with the State. Ofthe 19 minority firms holding term contracts, 12 responded toaJLARC
telephone survey, two firms did not wish to participate, three firms stated that their
businesses were not minority-owned businesses, one firm did not have a current
telephone listing, and one firm's contract had expired and should not have been placed
on the list. (A follow-up of the three firms stating they were not minority-owned
businesses revealed that the firms' minority designation was the result of DPS error
rather than misrepresentation on the part of the firms.)
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The minority firms holding DGS/DPS term contracts had mixed assessments of
the fairness of the State's process for allowing participation of minority firms in its
procurement of goods and services. Five of the 12 minority firms responding indicated
the State's process allows for fair participation by minority businesses, two minority
firms indicated the process did not allow fair participation, three firms were not sure, and
two firms stated that in some cases the process did allow fair participation and in some
cases it did not.

In general, the 12 firms responding indicated that their overall experience with
the State in competing for State contracts was positive. Two firms indicated that their
overall experience was very good, five firms thought their overall experience was good,
three firms satisfactory, one firm poor, and one firm was not sure.

Provisions Seek to Ensure Accessibility

One of the issues implied in HJR 554 was the State's lack of knowledge on
whether minority-owned businesses were aware of the business opportunities available
with the State. JLARC staff identified potential limitations in obtaining this informa­
tion. In an attempt to examine this issue, the problem ofdelineating between minority
firms that were aware of State contracts, but choose not to participate, and the minority
firms that were unaware of business opportunities with the State became evident.
Additionally, State agencies with minority procurement oversight responsibilities were
unable to provide JLARe staffwith data on minority firms attempting to compete in the
public procurement process. Therefore, it was difficult for JLARe to assess minority
firms' awareness of business opportunities existing with the State.

JLARC staffdid, however, assess the State's process of making public procure­
ment opportunities open to firms that wanted to do business with the State. Because
agencies and institutions are prohibited from discriminating against minority busi­
nesses in the public procurement process, these same provisions would apply to notifying
minority-owned businesses of contract opportunities. Consequently, in its effort to
ensure competition, the State provides opportunities for minority firms to be made aware
of business possibilities with the State through a number of processes and programs.

Section 11-37 of the Code ofVirginia requires agencies and institutions issuing
an IFB or RFP to provide public notice "at least ten days prior to the date set for receipt"
of the bid or proposal by posting the request or invitation in a designated public area
normally used for posting public notices. The DGSIDPS Agency Procurement and
Surplus Property Manual ,section 2.26, requires all solicitations in excess of$5,OOO to be
posted in "an area that is readily accessible to the general public." While an IFB in excess
of$5,OOO also may be published in a newspaper of general circulation, an RFP estimated
to be $15,000 or more must be published "in a newspaper or newspapers of general
circulation in the area in which the contract is to be performed." This requirement is in
addition to public area posting requirements.
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DGSIDPS also requires state agencies to publish current business opportunities
in the Virginia Business Opportunities (VBO). Agencies and institutions are required to
advertise business opportunities in excess of established dollar limits in this centralized
weekly publication. Additionally, a number of State agencies have programs which
introduce minority-owned firms to the public procurement process and identify business
opportunities available with the State.

MINORITY BUSINESS PROCUREMENT ACTIVITY OVERSIGHT

Although State agencies with primary minority business solicitation responsi­
bilities provide various forms of assistance in the State procurement process, some
oversight mechanisms are necessary to enhance compliance with existing statutes.
Procurement policies direct DGSIDPS and DMBE to provide oversight in this process,
and these agencies have some assistance, training, guidance, and review processes in
place. However, some of these processes require additional oversight, coordination, or
automation in order to ensure compliance with existing provisions ofthe Code ofVirginia.

nGSIDPS Provides Oversight for Minority Business Procurement Activity

DGSIDPS provides assistance and training to State agencies procuring goods
and services and to vendors competing for State contracts. Subsequently, DGSIDPS
publishes the Agency Procurement and Surplus Property Manual which provides guide­
lines for agencies in the area ofpublic procurement activity. The recently revised manual
covers areas such as procurement authority and responsibility, general procurement
policies, methods of procurement, and procurement planning. State agency and institu­
tion staffuse the manual as a guide in numerous areas of public procurement. DGSIDPS
publishes a similar manual for vendors who compete for contracts with the State.

In addition, DPS provides contract officer training to public employees in the
area of procurement activity. Procurement training is provided for State employees,
employees of political subdivisions, and other interested parties. The above-mentioned
publications and training provide information on procurement types, selections, and
limitations. Furthermore, DGSIDPS reviews the procurement activity of selected State
agencies for compliance with State procurement policy. This oversight function is
designed, among other things, to promote responsible procurement activity in State
agencies.

Agency Procurement Manual. The Agency Procurement and Surplus Prop­
erty Manual is published under the authority of§ 2.1-442 of the Code ofVirginia. Section
2.1-442 provides DPS with the authority to "make, alter, amend or repeal regulations
relating to purchase of materials, supplies, equipment, nonprofessional services, and
printing, ... and specifically exempt purchases below a stated amount or particular
agencies or specified materials, equipment, nonprofessional services, supplies and
printing." Through this manual, DPS sets forth policies and procedures to be followed
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by State agencies and institutions in fulfilling procurement responsibilities within their
delegated limits.

In addition, the procurement manual provides specific guidelines for purchase
activities within specific dollar limitations. Agencies have certain delegated authority,
but if the estimated purchase amount exceeds the authority, the procurement must be
forwarded to the appropriate pu-rchasing authority. In general, agencies have the
delegated authority to purchase goods and printing up to $5,000. Agencies have
unlimited procurement authority in procuring services, subject to applicable laws and
regulations.

Incl uded in the procurement manual are provisions for the inclusion ofminor­
ity-owned businesses in the procurement solicitation process. Statutory requirements
for encouraging minority-owned business participation for competitive bidding and
competitive negotiation are operationalized in section 2.16 of the procurement manual.
State agencies are given guidelines on the number of minority firms that should be
included in the solicitation process based on set dollar amounts. However, minority
solicitation provisions are recommendations on what an agency should consider, rather
than a statement of what an agency must consider.

Section 2.16(c) states that where there is adequate registration in a commodity,
State agencies should:

• expand solicitations to include a minimum of two minority and/or women­
owned firms for solicitations under $5,000;

• expand solicitations to include a minimum of four minority and/or women­
owned firms for solicitations over $5,000; and

• provide for subcontracting with minority and women-owned firms for solici­
tations over $5,000.

As noted earlier, these provisions are mentioned in the minority and women-owned
business section ofthe procurement manual, section2.16, but they are not clearly applied
throughout the procurement manual. Agency personnel have acknowledged that this is
ambiguous and could be confusing.

All public bodies do not utilize the Agency Procurement and Surplus Property
Manual. The Purchasing Manual for Institutions ofHigher Education and their Vendors
is a procurement manual designated for the eight colleges and universities participating
in the Commonwealth's Pilot Decentralization Project. This manual was structured to
comply with the Virginia Public Procurement Act, and it combines vendor requirements
with institution requirements in an attempt to create "one comprehensive manual for
institutions and their vendors." The eight colleges and universities complying with the
manual have small purchase authority up to $15,000 as opposed to the $5,000 limit
designated for State agencies. In addition, these pilot program agencies' limit for
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advertisinginVBO is $15,000, while State agencies must advertise inVBO for most goods
and services estimated to cost over $5,000.

Vendor Information. DGSIDPS also provides guidelines for all businesses
competing for State contracts. The DPS Vendors Manual, revised in January 1995, is
published under the authority of §2.1-442 of the Code ofVirginia and generally applies
to all State procurements except capital outlay construction and the procurement of
professional services. Vendors competing for business with the State are advised to
familiarize themselves with the contents of the manual. The Vendors Manual covers
topics such as procurement methods, general requirements ofvendors, solicitations, and
evaluation and award. This manual is similar in content to the Agency Procurement and
Surplus Property Manual.

In addition to the Yendor's Manual, DGSIDPS has attempted to assist vendors
competing for State contracts through training and publications. However, according to
agency staff, formal vendor training has not occurred since July 1994, due to restrictions
in staffresources. Nonetheless, informal training still occurs to some extent. In addition
to informal training, DGSIDPS provides assistance to vendors through the publication,
Virginia Business Opportunities (VBO).

The purpose of VBO is to increase participation of small, women-owned, and
minority-owned businesses in the State procurement process. Agencies and institutions
are required to advertise solicitations estimated to be over $5,000 for goods and services
and over $10,000 for general highway construction and architectural and engineering
services in VBO. DPS staffstated that VBO listings assist vendors, especially small and
minority firms, in locating business opportunities that may not have been identified
without this centralized publication. A DPS staff member concluded:

Minority firms, which are usually small firms, generally do not have
the resources to visit the numerous State agencies that have business
opportunities available. However, many of these opportunities are
required to be published in VBO which is easily accessible by minority
firms. On the other hand, large firms have the resources to visit
numerous State agencies in order to check postings. What VBO does
is close the gap in resources between the large firms and the minority
firms.

The intent ofVBO is two-fold. VBO attempts to broaden vendor participation
and assist Virginia companies in identifying what bidding opportunities are available in
State government. In addition, VBO attempts to assist small, women-owned, and
minority-owned businesses in the State procurement process. More information is
provided on VBO in the best practices chapter of this report.

State Employee Training. DPS staff informed JLARC that Virginia is the
only state in the nation with a contracting officer certification program. The Virginia
Contracting Officers (VCO) program is conducted by DPS staff. Through Virginia
Contracting Officers, DPS conducts training activities related to the interpretation and
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application ofthe Virginia Public ProcurementAct, theAgency Procurement and Surplus
Property Manual, and the Vendor's Manual.

DPS staff provide information in the following subject areas:

• procurement authority, policy, and responsibility,
• procurement planning,
• methods of procurement,
• contract administration and compliance, and
• surplus property.

Virginia Contracting Officers training is open to State employees, employees of political
subdivisions who have purchasing responsibilities, and other interested parties. Only
State employees withjobs related to public procurement are eligible for certification. The
course is viewed as a training method for all other participants.

Virginia Contract Officers training addresses minority business solicitation as
it relates to the Virginia Public Procurement Act and DGSIDPS procurement policies
procedures. However, minority business solicitation policies are not covered as a
separate issue; rather, these polices are discussed within general procurement policies.

Procurement Review. DPS has developed a procurement review program
designed to ensure compliance with State procurement policies. Each year, DPS staff
review selected State agencies for compliance with State procurement policies and
procedures. Procurement Review analysts follow set guidelines and procedures while
attempting to record agency compliance with the Virginia Public Procurement Act and
DGSIDPS policies and procedures related to the Act. Procurement reviews may result
in recommendations for agency policy revisions, procurement training, increased pro­
curement authority, or decreased procurement authority.

Although these reviews appear to be comprehensive in their public procurement
oversight function, JLARC stafffound no mention of public procurement policies related
to minority-owned business solicitation or participation in the procurement review
guide. In addition, agency staffacknowledged that minority procurement practices were
not reviewed and that no written comments on agency practices in this area would be
available. -

State agencies are required by statute to consult lists ofminority businesses for
identified solicitations. However, JLARe's survey of State agencies found that all
procurement personnel in State agencies did not regularly solicit proposals or bids from
minority businesses. In addition, all State agencies did not consult lists of minority
businesses for solicitations. Furthermore, only 52 out of 120 agencies responding had
established written policies or programs facilitating the participation of minority-owned
businesses, as required by statute. Without specific guidelines for review of minority­
owned business activity in the State's procurement process, agency compliance with
Code provisions relating to oversight of minority participation could be impaired.
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DMBE is Directed to Assist Minority Business Enterprises

As mentioned earlier in this report, DMBE was established to assist in the
promotion and development ofminority business enterprises. Although DMBE does not
monitor agency compliance with the Virginia Public Procurement Act or DGS guidelines,
DMBE does develop and distribute the Commonwealth's official list of certified minority­
owned businesses. In addition, DMBE is authorized by statute to collect, evaluate, and
report on data involving minority business activity. Also, procurement policy directs the
department to coordinate programs and operations which contribute to the establish­
ment, preservation, and strengthening ofminority businesses. Further, DMBE statute
authorizations are designed to assist the Commonwealth in monitoring the level of
minority-owned business participation in State contracts.

DMBE's Certification Program and Agency Assistance. JLARC's survey
of public procurement activity in State agencies identified a number of problems which
agencies had experienced in the solicitation of minority firms. Only 22 State agencies
were in compliance with all Code provisions surveyed relating to minority business
solicitation (Table 11). In addition, 37 State agencies, out of 109 responding, indicated
that they had a difficult time locating minority firms. The Commonwealth's public
procurement policy directs DMBE to make a list of minority-owned businesses available
to State agencies for public procurement solicitations. As discussed in Chapter II,
DMBE's list of certified and noncertified minority firms underrepresents the total
number of minority firms doing business with the State.

Despite having problems identifying minority businesses, less than 30 percent
of agencies surveyed had requested assistance from DMBE. Thirty-three out of a total
of 126 agencies surveyed responded that they had requested DMBE assistance (Table
12). The great majority of these were satisfied with the assistance they received. Out of
the thirty-three agencies that stated that they had requested assistance from DMBE, 29
reported that DMBE was helpful, 26 reported that DMBE assistance was timely, and 26
reported that DMBE assistance was appropriate to the needs of the agency.

State Agency Progress Reports. As noted above, DMBE is directed to
coordinate programs and operations that contribute to the establishment, preservation,
and strengthening of minority business enterprise. As a part of this effort, DMBE is
required to collect data on minority-owned business activity. However, a JLARC file
review of DMBE's Minority Business Procurement Report found that these data were
lacking. JLARC staffrequested data from these reports for FY 1994 and FY 1995, and
in both instances reports were incomplete. Although some State agencies indicated
DMBE had requested that agencies not submit FY 1995 reports until the department had
revised the report submission process, it appears that other State agencies were not
aware of this change. The director ofDMBE has indicated that the reporting process is
under review and has expressed an interest in adopting a methodology similar to that
used in this report.
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--------------Table11--------------

Code Compliance Table

No
Code Provisions Relating to Minority Procurement 1 Yes No Response

Does your agency have a written policy or program
regarding the participation of small businesses and
businesses owned by women and minorities? §11-48 52 68 6

Does your agency consult lists of minority businesses
for solicitations? §11-44 114 6 6

Does your agency regularly solicit proposals or bids
from minority businesses? §11-44 107 13 6

Does your agency participate in outreach or
informational activities? §2.1-64.37 (c) 87 33 6

Has your agency developed and implemented a
systematic data collection process for providing
information to the DMBE? §2.1-64.38 51 60 15

Has your agency designated an individual to have
primary and continuing responsibility for matters
concerning- minority business enterprise? §2.1-64.37 (b) 48 61 17

1 JLARC surveyed State agencies as to whether they had submitted a minority procurement annual report to DMBE
for FY 1995. However, JLARC did not include this information in its code compliance review because DMBE has not
yet requested agencies to submit that data for FY 1995.

Source: JLARC Survey of State Agencies on the Participation of Minority Businesses in State Contracts.

--------------Table12--------------

Evaluation of DMBE Assistance

No
Yes No Response

Received ListJDirectory? 78 39 9

Assessment of DMBE Assistance:

Requested assistance from DMBE in 1995? 33 82 11
Assistance was helpful? 29 4

I

0
Assistance was timely? 26 4 I 3
Assistance was appropriate? 26 4 3

Source: JLARe Survey of State Agencies on the Participation of Minority Businesses in State Contracts.
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CONCLUSION

All State agencies, but particularly DGSIDPS and DMBE, have statutory
responsibilities in facilitating the establishment, preservation, and strengthening of
minority business enterprise. In effect, minority-owned businesses rely on agencies'
implementation of minority business related policies (primarily solicitation require­
ments) in their efforts to compete for business with the State. Therefore, when the
implementation, oversight, or review of minority business policies are not complete or
comprehensive, solicitation of minority-owned businesses may not occur as required.
State agencies with minority-owned business oversight responsibilities need to increase
their oversight efforts, improve coordination, and further develop automation capabili­
ties in order to provide State agencies with needed direction and resources.

First, although it appears that DGSIDPS has implemented an extensive
program for procurement review, the review process does not specifically address
statutorily-required minority procurement activities. Reviewing State agency minority
business procurement activity during existing DPS reviews would help monitor the
efforts of State agencies in adhering to the State's policies in the area ofminority business
development.

Recommendation (3). In order to provide better oversight on minority
business activity with State agencies, the Department of General Services'
Division ofPurchase and Supply should incorporate agency minority business
procurement activity into its procurement review process.

As demonstrated earlier in this chapter, agency procurement personnel are
sometimes unclear as to the State's policies regarding minority solicitation procurement.
This may be due in part to ambiguity in the DGSIDPS procurement manual. Further,
while DGSIDPS training addresses these subjects indirectly, it does not emphasize these
policies.

Recommendation (4). The DGSIDPS should clarify minority procure­
ment policies in the DGSIDPS Agency Procurement and Surplus Property
Manual. In addition, staff should emphasize compliance with the State's
minority solicitation requirements in its training. These efforts should be
supportedby training material which clarifies Statepolicyfor agency procure­
ment personnel.

State agencies that certify or register minority firms - such as DMBE, VDOT,
and DGS - should coordinate these activities. Under the current process, minority­
owned firms mayor may not be on the database of any of these three agencies. Under
the current system a conscientious Stateagencywould have to consult the lists ofall three
agencies in minority solicitation efforts. While the minority-related goals of these three
agencies differ somewhat, the construction of a common database with appropriate
functional identifiers would not be difficult, would benefit all State agencies, and would
facilitate accurate reporting of participation data.
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Recommendation (5). The task force identified in Recommendation 2
should identify mechanismsfor increasingcooperation between agencies with
minority procurement oversight, review, certification, and registration re­
sponsibilities.

Increased automation by DGSIDPS and DMBE would better implement the
State's intent to assist in the development of minority businesses. Neither data on
minority participation at DMBE nor data on contract acquisition at DGSIDPS are
available in an automated form. Therefore it would be difficult for these agencies to
assess minority participation on a systematic basis. Further, the minority solicitation
efforts of State agencies would be enhanced ifDMBE could automate a consolidated list
of minority firms. If the list were automated, it could be updated more frequently and
agencies' solicitation efforts would be improved. As a result, minority-owned businesses
could have increased opportunities to compete fairly for State business.

Recommendation (6). The task force should identify methods to in­
crease automation in an effort to make minority business solicitation easier
and more comprehensive for State agencies. In particular, the task force
should examine methods for automating consolidated minority vendor data
bases and for tracking minority participation in the contract procurement
process.

In meetings and interviews with JLARC staff, minority business owners
discussed their concerns about not being able to secure business opportunities with the
State. Some of their problems can be attributed to the absence of a comprehensive list
of minority vendors in the Commonwealth. However, other shortcomings, which include
minority firms declining to identify themselves as minority firms or declining to register
with State agencies as minority firms, should also be taken into account when examining
a lack of participation. In addition, some minority business owners stated that they feel
as ifthey are "outsiders" in the State procurement process. Furthermore, vendor training
programs have been discontinued in the DGSIDPS Vendor Development Section. In
order for minority firms to participate in the State procurement process to the fullest
extent possible, these issues, and other related issues, should be addressed.

Recommendation (7). The task force .should review methods to in­
crease vendor training. Training should include increasing minority firms'
knowledge of the State procurement process and methods of doing business
with the State.

Although additional efforts to ensure statutory requirements regarding minor­
ity participation in public procurement are necessary, a number of State agencies are
doing a good job in various aspects of including minority firms in the public procurement
process. Chapter IV identifies some of these agency efforts. Several agency efforts are
identified as "best practices" and may be consulted by other agencies which attempt to
enhance minority solicitation efforts.
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IV. Agency Best Practices in
Minority Procurement

JLARe's 1995 report, The Concept of Benchmarking for Future Government
Operations, identified benchmarking as an effective way for organizations to improve
perfonnance. Benchmarking is a management tool that focuses on exemplary processes
and products. A benchmarking - or best practices - review focuses on successes in
programs and services rather than deficiencies. A Minnesota best practices report stated
the purpose of a best practice review:

While a traditional program evaluation focuses on organizational and
performance deficiencies, a best practices review collects and high­
lights evidence of success in the design and delivery of services.

In this study, JLARC identified a number of State agencies that are doing a good job of
attempting to incorporate minority-owned businesses into the public procurement
process. While identifying the best practices of some of these agencies, this chapter
attempts to provide State agencies with program examples for use in improving minority
business solicitation processes.

JLARC staffestablished several criteria for reviewing agency programs for best
practices. The criteria were designed to identify and highlight effective programs. Four
programs were selected as exhibiting best practices in the area of minority business
solicitation. Programs from the University of Virginia, the Department of General
Services' Division of Purchases and Supply, the Virginia Department ofTransportation,
and the Department of Minority Business Enterprise are featured in this chapter.

BEST PRACTICES AMONG STATE AGENCIES

Benchmarking is a management practice that focuses on emulating best
practices. Benchmarking involves identifying what is to be benchmarked, taking into
account the needs and resources of the agency, integrating benchmarking findings, and
acting on organizational findings. The American Productivity and Quality Center
identifies four broad steps to benchmarking. Thesesteps are: (1)planning a benchmarking
study, (2) collecting data, (3) analyzing the data to determine where deficiencies exist,
and (4) adapting to improve the product or process. By studying, analyzing, implement­
ing, and monitoring the best practices of effective programs, agencies performing
benchmarking initiatives can raise performance and subsequently efficiency and effec­
tiveness.

Since the early 1990s, many government agencies have incorporated forms of
benchmarking into their evaluation processes. Government agencies have utilized forms
of benchmarking in efforts to focus on successful outcomes or results.
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Selection of the four benchmarking programs in this chapter does not imply
overall approval of an agency's procurement program. Nor does it imply that comparable
programs do not exist in other agencies. It is also recognized that the selected agency
practices may not be transferable to all other State agencies. However, State agencies
should be able to review the programs identified and use them as comparators in
improving their own minority business solicitation practices.

Three criteria used for identifying agency best practices were: (1) compliance
with requirements in the Code ofVirginia, (2) solicitation and procurement activity with
minority-owned businesses, and (3) input from other agencies or organizations. Data on
these criteria were collected in State agency surveys, in a comprehensive search ofFY
1994 and FY 1995 computer records of the Commonwealth Accounting and Reporting
System (CARS), and in structured interviews with public and private sector procurement
practitioners.

Compliance with the Code ofVirginia. In JLARC's survey of 126 State
agencies with procurement authority, questions were asked involving agencies' compli­
ance with the Code in the area of procurement activity. Provisions in the Code require
State agencies to follow certain guidelines in the area of minority business participation
in public procurement, ineluding requirements to:

• consult lists of minority businesses for solicitations (§ 11-44),

• solicit proposals or bids from minority businesses (§ 11-44),

• prohibit discrimination on the basis of race, religion, color, sex or national
origin (§ 11-44), and

• develop written programs on minority procurement (§ 11-48).

In addition, State agencies were surveyed on their use of outreach programs to
inform minority businesses of procurement opportunities. Agencies were also surveyed
on their compliance with DMBE's statutorily authorized requests. Through the above­
mentioned information, JLARC analyzed whether State agencies were complying with
Code provisions for fostering the development of minority businesses.

Procurement Activity with Minority-Owned Businesses. JLARe used
information on total minority business procurement as an additional criterion for
identifying agency best practices. As mentioned in Chapter II of this report, JLARC used
FY 1994 and FY 1995 data generated from CARS reports to analyze State agency
procurement activity with minority firms. While the first criterion measured agency
effort, procurement activity with minority firms measures what agencies are actually
spending in the area of minority procurement. No set amount or percentage was
required, but a negligible amount of procurement activity may have indicated a lack of
program success.
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Input from Other Agencies. JLARC solicited input regarding exceptional
agencies or programs from public and private procurement practitioners. Personnel in
public and private organizations provided JLARC with information on exceptional
agency accomplishments such as award-winning programs, programs which assisted
minority vendors in the State procurement process, and programs which assisted State
agencies in minority business solicitation.

The criteria provided JLARC with information on a wide range of State agency
activity in minority business procurement efforts. Through this information, JLARC
identified exceptional programs and captured some of the positive initiatives and
accomplishments of State agencies. It should be remembered also that each of the
selected programs emphasizes minority business development. Each agency continues
to operate within the provisions of the Virginia Public Procurement Act and its
imperative that the State give its business to the lowest responsible bidder.

JLARC staff's review of State agency activity in minority business solicitation
indicates that a number ofState agencies performed well in selected areas. For example,
as identified in Chapter II, 23 State agencies spent more than $1 million each with
identified minority businesses, and 25 agencies were procuring 10 percent or more of
their goods and services from minority firms in FY 1995. In addition, 92 out of 119
responding agencies had procurement goals for minority business activity in place, and
90 out of 105 responding agencies participated in outreach programs of some type.
Although JLARC highlights four programs as best practices initiatives, a number of
other State agencies are performing well in various areas of minority business solicita­
tions

UVA's Office of Minority Procurement Programs

The University of Virginia's (UVA) Office of Minority Procurement Programs
has been identified as a best practice program by private and public sector staff with
expertise in public procurement. The university's program is characterized by leadership
commitment, the allocation of dedicated resources, and an emphasis on training and
dissemination of information. UVA's Office of Minority Procurement Programs, estab­
lished in November of 1990, has as its goal to "strive for greater economic equity ... by
encouraging, developing and expanding business -opportunities for minorities and
minority-owned companies."

For the past three years, the university has won the Virginia Regional Minority
Supplier Development Council's (VRMSDC) Minority Business Enterprise Input Com­
mittee (MIC) Corporate Award in the non-profit/public sector category. MIC Awards are
presented to members of VRMSDC that "have excelled in their minority business
development programs." VRMSDC members are nominated by VRMSDC certified
minority business owners, and a panel ofminorityentrepreneurs evaluates the nominees
based on set criteria. The president ofVRMSDC said that much ofUVA's success at
winning the MIC award is attributable to the leadership of UVA's Office of Minority
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Procurement Programs and more specifically the office's director. The VRMSDC
president noted that:

In the Office ofMinority Procurement Programs, the university has a
person with minority business recruitment as a primary responsibil­
ity, and this is key to the program's success.

JLARC's review found the university to be in compliance with statutory
requirements. In addition, UVA was the State's second largest procurer of minority
goods and services. In FY 1995, UVA spent $7.4 million with minority-owned businesses.
The creation and operation ofUVA's Office ofMinority Procurement Programs has been
critical to the university's success in this area.

The University of Virginia takes a proactive approach to minority business
participation, with particular emphasis on training. The Office ofMinority Procurement
Programs trains minority vendors on how to do business with the State and the
university. In addition, the office places an emphasis on training all faculty and staffwith
purchasing authority on minority vendor solicitation and the goods and services they
provide. This is consistent throughout the university's six procurement areas. The
director of the Office of Minority Procurement Programs is the focus of the university's
efforts in minority business solicitation.

Since its beginning, the office has conducted annual seminars to provide
procurement information and professional development opportunities to minority firms,
The annual seminars provide overviews ofthe Office of Minority Procurement Programs,
sessions dealing with procurement solicitations, and keynote addresses. During its 1995
annual seminar, the office provided work session topics that inel uded: writing proposals,
working with majority firms, completing invitations to bid, and marketing strategies.
Approximately 150 people attended the 1995 annual seminar.

In addition to its annual seminar, the University hosts quarterly seminars.
While these meetings are open to all vendors, they tend to focus on issues relevant to
small and minority-owned businesses. The quarterly seminars update vendors on
changes in procurement policies or procedures and train vendors on existing procure­
ment opportunities with the university. During these seminars, vendors are allowed to
make presentations on their specific goods or services. In addition, vendors are able to
attend work sessions on each of the university's six major procurement areas.

The director also establishes monthly meetings between purchasing personnel
and minority vendors. In addition, monthly on- and off-site meetings between the
director and minority businesses occur. These actions are established to inform minority
vendors of the business opportunities that exist with the university. The director
explained:

At the outset, the biggest challenge he faced was getting minority firms
to believe that they had a chance ofdoing business with the university.
He realized that he had to first go out and get some success stories.
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Instead of waiting for minority firms to come to him, he set out and
found minority firms. This process continues today. As part of the
university's outreach program, the director continues to visit minority
firms and attend trade shows.

Furthermore, when responsible minority vendors do not get contracts with the univer­
sity, the director looks for ways he can encourage prime contractors to use minority
subcontractors.

The office issues an index of minority vendors and the commodities they supply
to all university procurement areas. In addition, the office established a data-base which
lists over 1,000 minority firms by their commodity code. Because the list is automated,
it can be updated on a timely basis. The automated list assists university staff with
identifying minority vendors and soliciting business from them.

The office's director said that his mission is to encourage and develop business
opportunities for minority firms in Virginia. He said he feels as ifhe has a "fiduciary
responsibility' to firms to help them develop to their fullest potential.

The director said the university is unique in that it is the only State
agency with a full-time minority procurement director. All ofhis duties
are related to the minorityparticipation in business opportunities at the
university. The office is successful, he said, because it has the full
cooperation of the university community. The university's president
established the program and his leadership has contributed to the
university's ongoing commitment to the program.

Virginia Business Opportunities

The Department of General Services' Division of Purchases and Supply (DPS)
publication of Virginia Business Opportunities (VBO) was selected as a best practice in
the area of minority business solicitation. The VBOis ~ continuous, comprehensive, and
useful resource that is tailored to meet the needs of emerging businesses.

A 1983 Department of Management Analysis study found that most State
agencies believed they were receiving adequate responses on procurement requests from
majority firms but not from minority firms. As a result, the DPS Vendor Development
Section, which now publishes VBO, established the periodical. VBO was designed to
assist in addressing the lack of responses from minority firms in the public procurement
solicitation process.

The purpose of VBO is to increase participation of small businesses, women­
owned businesses, and minority-owned business in the State procurement process. VBO
is a weekly publication of current business opportunities with the Commonwealth.
Section 2.34 of the Agency Procurement and Surplus Property Manual states that
"agencies shall advertise all procurements for goods and services over $5,000 and for



Page 50 Chapter IV: Agency Best Practices in Minority Procurement

general and highway construction and architectural/engineering services over $10,000"
in the VBO.

VBO is sent to approximately 3,700 subscribers, of which nine percent are
minority vendors. Staffresponsible for publishing VBO suggested that when marketing
the publication, small as well as women and minority-owned businesses are the focus of
these attempts. For example:

During marketing efforts, DPS staffwith VBO responsibilities express
to minority vendors that doing business with qualified minority firms
is one of the DPS's highest priorities. Marketing efforts to solicit and
register minority firms also explain how the division will offer respon­
dents assistance on learning how to "work the government purchasing
system."

VBO provides information that is easily accessible by vendors wanting to do
businesses with the State. DPS staffstated that about 150 different bidding opportuni­
ties are listed in VBO each week. Through VBO, bidders may request solicitations for
business opportunities with the State without having to travel to the individual agencies
to find these opportunities. This is important to minority firms which are generally
smaller than majority firms and do not have the staffor financial resources to travel from
agency to agency in order to check bid boards or make numerous calls in search of
business opportunities. Staffat a private minority certification organization identified
the importance ofVBO in the minority business solicitation process. The staffmember
said:

VBO is a good publication and it provides timely information. Minority
businesses are able to find opportunities that they normally would not
find absent VBO. In addition, I make minorityfinns aware ofbusiness
opportunities that may be found in VBO.

For example, when VBO subscribers decide on items they wish to bid on, they
call the contact person listed in the agencies' solicitation. Subsequently the solicitation
is mailed or faxed directly to the potential bidder's office, usually within 24 hours.
Therefore, the subscriber saves additional time and resources. VBO lists business
opportunities in eleven categories.

Vendors and State agencies and institutions subscribe to VBO. A yearly
subscription, 52 issues, costs $75. In addition, VBO may be accessed on-line, through the
DPS Bid Source, for the same dollar amount. Because there are no general fund dollars
allocated for VBO, the publication is operated on the basis of funds received through
subscriptions. Although some individuals outside ofDPS have stated concerns about the
price of VBO, it appears that the purpose of VBO and its comprehensive listings of
business opportunities should be taken into consideration when assessing its cost.

JLARe staff did not assess the extent to which all agencies posted notices in
VBO. Given the value of this publication to its audience, State agencies attempting to
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open their procurement opportunities to minority-owned businesses should familiarize
themselves with the publication and ensure the posting of all appropriate opportunities.

VDOT's Disadvantaged Business Enterprise (DBE) Orientation Program

Responsible for the third largest state-maintained highway system in the
nation, theVirginia DepartmentofTransportation (VDOT) is the State's largest procurer
of goods and services from minority-owned businesses. In FY 1995, VDOT procured a
total of $31.6 million from minority-owned businesses. VDOT's DBE orientation
program is a continuous, ongoing effort to involve smallerbusinesses in projects that lend
themselves to larger, more heavily capitalized firms.

JLARC found VDOT to be in compliance with statutoryrequirements regarding
the participation of minority-owned businesses. VDOT includes hundreds of minority
firms on its bidders' list and mails solicitations directly to appropriate firms. Also, in
accordance with its Road and Bridge Specifications, VDOT has established guidelines for
minority business solicitations by prime contractors. As will be discussed in the following
pages, VDOT conducts an extensive outreach program.

As noted in previous chapters, a number ofexplanations have been suggested
to account for the relatively low levels of minority participation in State contracts: For
example, concerns have been raised regarding the complex nature of the State's
procurement process. Also, some have suggested that firms traditionally doing business
with the State have relationships and expertise that give them an advantage. Finally,
the significant amounts of capital and the bonding required for larger State contracts
have been cited as obstacles for minority-owned firms.

Cognizant of such challenges, VDOT has developed a unique and comprehen­
sive program designed to assist businesses that have not historically participated in the
transportation industry. The goals of the program are to: (1) support the development
of Disadvantaged Business Enterprise (DBE) companies into responsible, competitive,
and independent contractors; (2) ensure work opportunities for DBE firms while
maintaining a competitive process; and (3) enhance relationships between State agen­
cies, prime contractors, and DBEs.

In order to meet such goals, VDOT provides educational and technical training
for minority and women-owned businesses in the form of seminars, individual business
assistance, and special workshops. For example, VDOT produces a newsletter called
DBE-Eye on the Road, which is designed to keep contractors and consultants abreast
of activity that may affect the transportation industry and contracting market. A major
component of this overall effort is the disadvantaged business enterprise (DBE) orienta­
tion program. The orientation program is one significant way in which the VDOT works
toward achieving its DBE participation and allocation goals.

The department has developed its program in accordance with U.S. Department
of Transportation policies which outline steps that give disadvantaged businesses an
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equal opportunity to participate on contracts financed in whole, or in part, with federal
funds. In 1982, Congress mandated the establishment of a DBE program in every state
and directed that 10 percent of federal-aid highway moneys be spent with small
businesses owned and controlled by socially and economically disadvantaged individu­
als.

The department's Equal Opportunity (EO) and Construction Divisions in the
central offices share responsibility for the management of the DBE program. The EO
Division has the responsibility for "certification, supportive services (management and
technical assistance), and contract compliance." The Construction Division has respon­
sibility for "DBE contract administration, which includes goal setting, review of prime
contractors' documents, the monitoring of good faith efforts, and the monitoring and
tabulation of contract awards to DBE forms."

To participate in VDOT's program as a minority or women-owned business, a
firm must meet all of the qualifying Disadvantaged Business Enterprise criteria. The
process of becoming a DBE is called certification. Through an evaluation process, the
Equal Opportunity Division determines ifan applicant meets the following certification
criteria: (1) small business size standards, (2) at least 51 percent of the stock is owned
by the disadvantaged individual, and (3) the day to day operations of the company are
controlled by the designated disadvantaged owner.

In order to become and remain fully certified as a DBE by VDOT, firms must
attend an orientation meeting. The orientation programs or training sessions are held
regularly, usually once a month, in one of the department's nine districts. The VDOT
staffpresent at the orientation serve as "ombudsmen" for the certified firms. They help
answer questions and provide guidance, and familiarize businesses with State programs,
processes, and forms.

VDOT's orientation program provides firms with an overview of the require­
ments of the DBE program, VDOT's contracting process, the expected work performance,
and the supportive services available. The orientation is designed to help ensure that
firms are informed of available activities and opportunities.

The department has recognized a number of differences between the experi­
ences and concerns of general contractors and those of businesses providing consulting
services. AB a result, VDOT now offers a DBE orientation program for construction
contractors and one for those DBE businesses providing consulting services.

At the start of orientation programs, DBEs are provided with the Virginia
Department ofTransportation's Disadvantaged Business Enterprise Orientation Manual.
The manual is a exhaustive guide to doing work for VDOT. It contains background
information about the DBE program, lists services provided by VDOT available to DBEs,
provides instructions for and examples of administrative forms, discusses the bidding
process, explores certain elements of business growth and development, explains many
of the responsibilities and expectations of prime contractors when dealing with VDOT,
and furnishes guidelines for complying with DBE program requirements. The manual
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presents information clearly and comprehensively, with extensive examples, checklists
and references. In addition to the distribution of the manual, the orientation includes a
video presentation. A well-produced video summarizes and highlights key points
addressed in the VDOT DBE Orientation Manual.

TheVDOT representatives also review several important areas contained in the
VDOT manual and open up the presentation to the questions and concerns of the DBEs.
For example, instructions for completing required forms and any administrative issues
surrounding the forms are reviewed in detail.

Avaluable service discussed at length during the orientation is VDOT's Bulletin
Board Service (BBS). The BBS was developed to aid the highway construction industry
and to be an electronic avenue through which VDOT can inform contractors of ongoing
projects and events. The service is provided free ofcharge, and VDOT assists contractors
in linking up to the BBS.

BBS provides contractors with immediate access to advertisements, lists ofplan
holders, results of bids, lists of contractors (prequalified and certified), the yearly letting
data listing, the State's major projects, bid tabs, and miscellaneous forms. Also, firms
with access to the system can print out bids in a VDOT approved format. Through the
use of BBS the bidding process becomes simplified and more accessible.

The VDOT DBE orientation program serves to promote minority, disadvan­
taged and women-owned businesses. As mentioned above, the VDOT orientation
program is held frequently and in a variety oflocations throughout the Commonwealth.
Consequently, the program is accessible to any DBE that should desire to participate.
DBEs benefit from the knowledge, expertise and practical experience of the VDOT staff.
Furthermore, DBE firms are provided with valuable information in a usable form.
Finally, the Virginia Department of Transportation's Disadvantaged Business Enter­
prise Orientation Manual is an excellent reference tool and guide that will remain an
essential resource for DBEs doing business with the department.

DMBE's Second Annual Opportunities for DDE's Information Session

As discussed in Chapter I, the primary mission of the Department of Minority
Business Enterprise is to "foster and promote the development and growth of the
Commonwealth's minority business sector." According to the current director ofDMBE,
the emphasis of the Department is "marketing and getting businesses and buyers
together." In addition, the director states that the DMBE has undertaken an "aggressive
outreach effort." The Office of Agency Procurement (OAP), located within the Depart­
merit of Minority Business Enterprise, performs a variety of functions and offers a
number of different services to minority-owned businesses. Producing and hosting
conferences and training sessions is one effective way in which the OAP fulfills its
mission of providing assistance to minority business owners and helping such owners
increase their sales.
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One particular program, the Second Annual Opportunities for DBEs Informa­
tion Session held in Richmond and co-sponsored by the Metropolitan Washington
Airports Authority, provided local disadvantaged business enterprises (LDBEs) with the
occasion to learn about the new midfield concourse construction project taking place at
Washington Dulles International Airport. (An LDBE is defined as a small business
concern which is organized for profit and which is located within a IOO-mile radius of the
Washington, D.C. zero mile marker.) This program provided a comprehensive overview
of an outstanding minority business opportunity and provided targeted firms with
specific information and contacts needed to take advantage of the opportunity.

Speaking to JLARC staffduring the Information Session, an owner of
a welding business stated that he was attending the meeting "to learn
about available business opportunities and to network with other
firms." The business owner also said that he had recently become
certified with the Department of Minority Business Enterprise, and
that he was "now ready to seek opportunities for growth." He explained
that previously "he had not realized how many firms would be
competing for the same projects." He added that he now believed that
"opportunities for networking such as this help smaller firms make
contacts and gather leads." He noted that "DMBE had been very
helpful." In fact, he stated that DMBE hadprovided him with "support
and had encouraged him to move his company to the next level. "

Members of the DMBE staffwerejoined by representatives from the Metropoli­
tan Washington Airports Authority, both of whom were available to address the
comments and questions of participants gathered at the Information Session. Following
an introduction and briefremarks by DMBE staff, an Authority representative began his
presentation stressing the strong commitment of the Authority toward the inclusion of
disadvantaged business enterprises. In fact, he noted that the new midfield concourse
project would operate under a LDBE participation requirement of 28 percent. Conse­
quently, both the representatives of the Authority and those ofthe DMBE stated that the
significant participation requirement of the project could potentially provide many
disadvantaged businesses with work.

Authority representatives discussed technical aspects ofthe project, enumerat­
ing the types of goods and services that would be solicited for the project. In addition,
representatives of the Authority carefully explained specific considerations of which
firms should be aware when developing bids. The DMBE staff added some general
guidelines for use in developing bids and proposals. A representative from the Airports
Authority also explained that plans/specs for the job were available at the offices of a
number of prime contractors and distributed the plan holder's list to the businesses
present at the meeting. In addition, the Department of Minority Business Enterprise
purchased a copy of the plans which would be available to firms for review at DMBE, thus
providing increased and free access for interested firms.

AB a follow-up to the information session, an exhibit hall and meeting for prime
contractors and LDBEs was scheduled at an Alexandria location where prime contrac-
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tors had the opportunity to meet with potential subcontractors in order to fulfill the 28
percent LDBE participation requirement. All firms present were encouraged to attend
this meeting and to establish face-to-face relationships with prime contractors.

In order to make businesses aware of its projects currently under way, the
Airports Authority offers a toll free business opportunities hotline. The hotline, which
is updated weekly and operates 24 hours a day, seven days a week, announces construc­
tion, architectural engineering, supply and services opportunities with the Airports
Authority. Also, the Airports Authority routinely advertises in the Washington Post and
in a number of other periodicals. Similarly, the DMBE includes solicitations of the
Airports Authority in its publications.

The program sponsored by the DMBE presented timely, specific and useful
information. First, a fairly detailed overview of the midfield concourse project was
provided. Participants were given access to the plans and specifications of the actual
project. Representatives from both the DMBE and the Authority offered suggestions for
developing successful bids and explicit methods of improving proposals. The program
was a forum for addressing both the specific and general questions and concerns of the
minority businesses. Not only did the staffof the DMBE and the representatives of the
Authority stress the importance ofestablishing ties with prime contractors, but they also
provided a definite time and location for doing so. Finally, the hotline number provided
the attendees with a resource for uncovering future business with the Metropolitan
Washington Airports Authority. Such a program for other major State projects, such as
the construction ofprison facilities, could increase minority participation in State funded
construction.

CONCLUSION

A number of State agencies have best practice programs for minority business
participation in public procurement. Although JLARe staff identified several best
practice programs to be used as sources of information, other State agencies also conduct
other activities with positive results. By identifying, analyzing, and to some extent
replicating successful programs and practices, State agencies could be able to improve
performance in this area.
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Appendix A

HOUSE JOINT RESOLUTION NO. 554
1995 Session

Directing the Joint Legislative Audit and Review Commission to study
minority-owned business participation in state contracts.

WHEREAS, in the past minority-owned businesses have not always had the
opportunity to participate in state business; and

WHEREAS, the Commonwealth is a party to many contracts with businesses of all
kinds each year; and

WHEREAS, it is unknown how many of such contracts are with minority-owned
businesses; and

WHEREAS, it is unknown how many minority-owned businesses are aware of such
contracts; now, therefore, be it

RESOLVED by the House of Delegates, the Senate concurring, That the Joint
legislative Audit and Review Commission be hereby directed to study the
involvement of minority-owned businesses in state business through contracts with
the Commonwealth.

The Joint Legislative Audit and Review Commission shall provide staff support for
the study. All agencies of the Commonwealth shall provide assistance to the Joint
Legislative Audit and Review Commission, upon request.

The Joint Legislative Audit and Review Commission shall complete its work in time
to submit its findings and recommendations to the Governor and the 1996 Session
of the General Assembly as provided in the procedures of the Division of
Legislative Automated Systems for the processing of legislative documents.

A-I



COMMONWEALTH OF VIRGINIA
Joint Legislative Audit and Review Commission
The Virginia General Assembly

I
r.=============== Appendix B =============;]

JLARC Survey and Responses

Survey of State Agencies on the Participation of
Minority Businesses in State Contracts

Information from this surveywill be used in a report to the GeneralAssembly
regarding the participation of minoritybusiness in State procurement activitiesas
required by HouseJoint Resolution No. 554 of the 1995 Sessionof the General
Assembly.

The Constitution of Virginia and the Code of Virginia prohibit discrimination on the
basis of religious conviction, race, color, sex, or national origin. In addition, the
Code definesa "minority businessenterprise"as "a business enterprisethat is
ownedand controlled by one or more sociallyand economically disadvantaged
persons. Suchdisadvantage may arise from cultural, racial, chronic economic
circumstances or background or other similar cause. Such persons include, but
are not limited to Blacks, HispanicAmericans, Asian Americans, American
Indians, Eskimos, and Aleuts." (Section 2.1-64.32.1)

If you haveany questions about the survey, please directthem to Kirk Jonas or
Patricia Bishopat (804)786-1258. Please make a copyof the completed survey
for your recordsand then return the original by November 13, 1995 to:

PatriciaBishop
JLARC, Suite 1100

GeneralAssembly Building
Richmond, VA 23219

SIGNATURE OF STATE AGENCYDIRECTOR

Signed:. _ Date: _

ContactPerson:-------- Phone: _

Agency: _ Agency 10#: _
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I. Does your agency have a written policy or program regarding facilitating
the participation of small businesses and businesses owned by women
and minorities in procurement transactions?

DYes 0 No N=120
52 68

If Yes, please attach a copy of the written policy/program.

If Yes, when was this policy adopted?
(Date)

[Questions 2-9 refer to minority businesses as defined on the cover sheet of
this survey.]

2. Does your agency have any goals for the participation of minority
businesses in procurement?

DYes 0 No N=119
92 27

If Yes, what are these goals? (Please respond below; attach additional
sheets if necessary.)

3. Do procurement personnel in your agency consult lists of minority
businesses for solicitations?

DYes 0 No N=120
114 6

4. Do procurement personnel in your agency regularly solicit proposals or
bids from minority businesses?

DYes 0 No N=120
107 13

Question 4 continued on reverse.
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If Yes, what procedures do your agency's procurement personnel follow?
(Please respond below; attach additional sheets if necessary.)

5. Does your agency participate in any outreach or informational activities to
inform minority businesses of procurement opportunities?

DYes 0 No N=120
87 33

If Yes, which of the activities listed below has your agency participated in
during FY 1995? (Please check the appropriate boxes.)

Yes No
87 33
0 0

29 38
0 0

21 44
0 0

85 8
0 0

13 49
0 0

28 39
0 0

N=120
Workshops or training programs designed to famifiarize minority
businesses with procurement opportunities and/or procedures.
N=67
Job fairs, trade fairs, or other promotional activities for minority
firm participation.
N=65
Advertisements of requests for proposals in minority
publications.
N=93
Announcements of requests for proposals in "Virginia Business
Opportunities".
N=62
Preparation of procurement-related brochures, pamphlets or
other printed matter which is distrbuteo to minority businesses.
N=67 .
Other activities designed to provide information or open
procurement opportunities to minority firms. Please describe
below; attach additional sheets if necessary.
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Yes No
63 52
0 0

78 39
0 0
51 60
0 0

37 72
0 0

48 61
0 0

6. The Department of Minority Business Enterprises (DMBE) is charged by
statute with coordinating "procrams and operations of the State
government which affect or may contribute to the establishment,
preservation, and strengthening of minority business enterprise." Please
check the appropriate box if your agency has had dealings with DMBE in
any areas listed below.

N=115
Submitted a minority procurement annual report to DMBE for FY
1995?
N=117
Received a 1995 Directory of Minority-Owned Businesses?
N=111
Developed and implemented a systematic data collection
process for providing data to DMBE?
N=109
Experienced any difficulty in identifying minority firms available
for State contracts?
N=109
Designated (at the request of the Director of DMBE) an
individual to have primary and continuing responsibility for
matters concerning minority business enterprise? If Yes, please
list individual and date of designation.

7. Did your agency request assistance from DMBE in FY 1995?

DYes 0 No N=115
33 82

If Yes, please indicate below your assessment of their assistance.

Yes No
30 4
o 0
27 4
o 0
27 4
o 0

N=34
Assistance was helpful.
N=31
Assistance was timely.
N=31
Assistance was appropriate to our needs.

If any responses were No, or if you wish to make additional comments, please
discuss below. Attach extra sheets if necessary.
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8. Are you aware of any discriminatory practices which would restrict the fair
access of minority businesses to State contracts?

a Yes 0 No N=120
1 119

If Yes, please describe below; include extra sheets if necessary.

9. Have you observed any barriers (intentional or unintentional) to full
participation in State contracts by minoritybusinesses?

o Yes a No N=119
9 110

If Yes, please describe below: include extra sheets if necessary.

10.If you have any additional comments regarding the participation of minority
businesses in State procurement, please make them below; include extra
sheets if necessary.

Please sign the survey cover sheet and return in the envelope provided to
Patricia Bishop, JLARC, Suite 1100, General Assembly Building, Richmond,
Virginia 23219.
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Appendix C
Total and Minority-Owned Business Expenditures for All 140 Object Codes
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1210 Communications 1211 Express Services $5,936,590.41 $50,871.08 1%
Services 1212 Outbound Freight Services $7,250,716.11 $283,621.96 4%

1213 Messenger Services $2,645,321.63 $6,782.28 0%

1215 Printing Services $24,677,497.34 $3,276,189.60 13%

1217 Telecommunications $67,739,938.51 $79,376.31 0%
Services (Non-State)

1219 Inbound Freight Services $1,274,962.36 $25,136.88 2%
1240 Management 1241 Auditing Services $1,362,735.64 $237,849.75 17%

and 1242 Fiscal Services $5,480,624.13 $85,157.88 2%
Informational 1243 Attorney Services $29,528,957.25 $57,203.44 0%
Services 1244 Management Services $36,715,639.25 $877 ,272.15 2%

1245 Personnel Development $2,666,786.52 $177,034.50 7%
Services

1246 Public Information and Public $31,004,945.65 $650,965.82 2%
Relations Services

1247 Legal Services $5,052,451.57 $5,644.63 0%

1248 Media Services $12,013,602.25 $1,021,476.52 9%
1250 Repair and 1251 Custodial Services $18,676,559.21 $3,684,377.82 20%

Maintenance
Services 1252 Electrical Repair and $4,412,837.94 $137,938.05 3%

Maintenance Services
1253 Equipment Repair and $27,121,587.01 $935,073.05 3%

Maintenance Services
1254 ExterminationNector Control $699,924.63 $52,781.04 8%

Services
1255 Highway Repair and $302,082,532.30 $16,494,728.1 5%

Maintenance Services 7
1256 Mechanical Repair and $13,291,130.36 $213,686.06 2%

Maintenance Services
1257 Plant Repair and $24,911,333.59 $1,111,968.0T 4%

Maintenance Services
1258 Reclamation Services $3,879,150.49 $118,383.80 3%

1259 Vehicle Repair and $7,872,166.73 $86,009.07 1%
Maintenance Services

1260 Support 1261 Architectural and Engineering $104,625,738.19 $2,249,974.24 2%
Services Services

- 1262 Aviation Services $3,634,953.89 $1,159.36 0%

1263 Clerical Services $14,194,599.97 $501,986.55 4%

1264 Food and Dietary Services $24,560,592.80 $73,655.67 0%

1265 Laundry and Linen Services $3,934,042.54 $8,011.49 0%
1266 Manual Labor Services $7,029,295.61 $186,370.80 3%

1267 Production Services $3,409,049.39 $289,160.21 8%
1268 Skilled Services $96,620,602.37; $3,748,393.68 4%

1270 Technical 1272 Information Mgmt. Program $12,921,812.96 $193,965.02 2%
Services Desicn & Development

1274 Computer Hardware $24,631,098.59 $4,215,614.70 17%
Maintenance Services

1275 Computer Software $11,947,598.70 $159,084.63 1%
Maintenance Services
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1277 Computer Operating $17,697,562.79 $279,524.36 2%
Services (Non-State)

1279 Computer Software Costs $21,302,788.97 $1 ,362,602.87 6%
1280 Transportation 1281 Moving and Relocation $710,825.83 $12,391.69 2%

Services Services
1310 Administrative 1311 Apparel Supplies $4,043,095.24 $472,472.13 12%

Supplies 1312 Office Supplies $19,789,042.37 $3,678,972.77 19%

1313 Stationery and Forms $6,416,479.73 $463,076.36 7%

1320 Energy 1321 Coal $4,268,491.20 $165,590.84 4%

Supplies 1322 Gas $11,198,574.11 $807.95 0%

1323 Gasoline $4,960,860.69 $31,549.73 1%

1324 Oil $3,737,037.95 $9,919.81 0%

1325 Steam $420,420.30 $0.00 0%

1326 Wood Fuels $188,885.29 $0.00 0%
1330 Manufacturing 1333 Manufacturing Supplies $17,642,703.70 $265,454.49 2%

and 1334 Merchandise $96,021,723.36 $3,163,806.30 3%

Merchandising 1335 Packaging and Shipping $1,083,213.73 $7,481.00 1%
Supplies Supplies

1340 Medical and 1341 Laboratory Supplies $30,632,159.53 $806,900.75 3%

Laboratory 1342 Medical and Dental Supplies $115,890,039.81 $1,026,929.22 1%

Supplies 1343 Field Supplies $848,134.57 $25,489.50 3%

1350 Repair 1351 Building Repair and $17,194,471.37 $596,845.89 3%
and Maintenance Materials
Maintenance 1352 Custodial Repair and $8,233,292.74 $366,733.97 4%
Supplies Maintenance Materials

1353 Electrical Repair and $10,259,736.20 $357,209.20 3%
Maintenance Materials

1354 Mechanical Repair and $14.723,882.29 $343,935.99 2%
Maintenance Materials

1355 Vehicle Repair and $13,156,540.08 $64,538.65 0%
Maintenance Materials

1360 Residential 1361 Clothing $2,205,446.81 $25,299.12 1%

Supplies 1362 Food and Cietary Supplies $85,096,124.31 $159,884.91 0%

1363 Food Service Supplies $2,097,885.60 $183,745.24 9%

1364 Laundry and Linen Supplies $456,087.29 $8,899.47 2%

1365 Personal Care Supplies $947,453.61 $72,369.54 8%
1370 Specific 1371 Agricultural Supplies $3,577,886.81 $91,432.20 3%

Use 1372 Architectural and Engineering $264,494.56 $7,676.67 3%
Supplies Supplies

- 1373 Computer Operating $8,932,794.08 $2,176,932.50 24%
Supplies

1374 Educatrona: Supplies $7,434,300.36 $346,858.07 5%

1375 Fish and Wildlife Supplies $1,009,435.05 $6,608.83 1%

1376 Law Enforcement Supplies $1,246,364.33 $241,253.97 19%
1377 Photographic Supplies $4,925,727.20 $943,364.33 19%
1378 Recreational Supplies $1,764,026.04 $65,741.75 4%

1520 Capital 1521 Computer Peripheral Capital $3,774,147.66 $35,938.36 1%
Lease Leases
Payments 1522 Computer Central Processor $1,801.133.95 $1,293.24 0%

Capital Leases I i i
1523 Computer Software Capital I $3,422,768.71 $0.0°1 0%1

Leases I i Ii
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1524 Equipment Capital Leases $5,936,998.16 $4,332.28 0%
1525 BUilding Capital Leases $1,027,261 .82 $826.78 0%

1526 Land Capital Leases $124,217.00 $0.00 0%

1527 Land and Building Capital $285,847.53 $220.00 0%
Leases

1530 Operating 1531 Computer Peripheral Rentals $200,266.97 $5,095.66 3%
Lease
Payments 1532 Computer Processor Rentals $564,643.62 $23,861.80 4%

1533 Computer Software Rentals $6,689,900.11 $730.00 0%

1534 Equipment Rentals $44,796,024.67 $612,675.73 1%

1535 BUilding Rentals $68,682,407.30 $178,976.90 0%

1536 Land Rentals $1,695,042.40 $300.00 0%

1537 Land and BUilding Rentals $2,394,044.23 $17,223.19 1%
1540 Service Charges 1543 Refuse Service Charges $6,213,585.59 $234,994.63 4%
1560 Installment 1561 Computer Peripheral $4,543,630.33 $19,292.30 0%

Purchases Installment Purchases
1562 Computer Processor $6,120,069.49 $5,462.00 0%

Installment Purchases
1563 Computer Software $49,239.72 $1,736.00 4%

Installment Purchases
1564 Equipment Installment $4,436,600.28 $2,353.00 0%

Purchases
1565 Building Installment $30.00 $0.00 0%

Purchases
1570 Payments for State 1575 ConSUlting Costs $651,697.08 $0.00 0%

Employee Health
Insurance Proorams

2120 Natural 2121 Animals $102,604.24 $0.00 0%

Resources 2122 Minerals $102,285.56 $0.00 0%

2123 Plants $803,331.33 $30,633.60 4%

2130 Site 2131 Site Improvements $8,861,780.08 $95,891.55 1%

Development 2132 Site Preparation $2,037,373.69 $3,150.00 0%

2133 Utilities $2,346,375.36 $2,692.00 0%
2210 Computer 2211 Computer Peripheral $70,143,950.23 $22,277,652.9 32%

Equipment Equipment 2
2212 Computer Processor $33,894,166.13 $10,274,367.7 30%

Eauioment 6
2218 Computer Equipment $6,719,889.67 $1,503,187.16 22%

Improvements
2220 Educational 2222 Educational Equipment $4,537,978.00 $713,404.69 16%
- and Cultural 2223 Exhibit Equipment $687,821.27 $8,365.80 1%

Equipment 2224 Reference Equipment $4,472,893.71 $147,166.61 3%

2228 Educational and Cultural $60,718.01 $4,813.95 8%
Eauioment Improvements

2230 Electronic and 2231 Electronic Equipment $10,357,213.97 $323,013.80 3%

Photographic 2232 Photographic Equipment $2,241 ,917.99 $172,267.13 8%

Equipment 2233 Voice and Data Transmission $9,218,025.92 $166,782.37 2%
Equipment

2238 Electronic and Photographic $625,114.97 $70,669.65 11%
Equipment Imorovements

2240 Medical and 2241 Laboratory Equipment $20,291,494.91 $287,620.85 1%

Laboratory 2242 Medical and Dental $19,952,537.94 $186,771 .19 1%
Eauipment Eauioment
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2243 Field Equipment $875,146.66 $3,694.62 0%

·2248 Medical and Laboratory $69,364.58 $176.30 0%
Equipment Improvements

2250 Motorized 2251 Agricultural Vehicular $2,383,831.96 $97,028.02 4%
Equipment Equipment

2252 Aircraft Equipment $440,741.56 $0.00 0%

2253 Construction Equipment $16,940,072.79 $37,028.00 0%

2254 Motor Vehicle Equipment $43,034,202.19 $220,259.36 1%

2255 Power Repair and $2,182,369.00 $21,838.66 1%
Maintenance Equipment

2256 Watercraft Equipment $6,217,043.78 $13,020.77 0%

2258 Motorized Equipment $1,869,698.89 $13,538.93 1%
1mprovernents

2260 Office 2261 Office Appurtenances $3,260,637.19 $451,012.68 14%

Equipment 2262 Office Furniture $11,217,535.96 $837,348.88 7%

2263 Office Incidentals $571,548.05 $70,052.56 12%

2264 Office Machines $6,331,676.42 $263,283.84 4%

2268 Office Equipment $292,392.99 $20,310.55 7%
Improvements

2270 Specific Use 2271 Household Equipment $5,859,807.48 $171,496.85 3%
Equipment 2272 Law Enforcement Equipment $1,359,806.51 $182,120.09 13%

2273 Manufacturing Equipment $954,772.27 $13,155.89 1%

2274 Non-Power Repair and $1,118,420.77 $19,280.33 2%
Maintenance Equipment

2275 Recreational Equipment $512,442.71 $14,999.68 3%

2278 Specific Use Equipment $980,243.52 $21,868.05 2%
Improvements

2280 Stationary 2281 Built-in Equipment $1,074,740.51 $161,868.75 15%

Equipment 2282 Fixtures $1,518,424.04 $58,630.96 4%

2283 Mechanical Equipment $3,642,887.58 $28,440.70 1%

2288 Stationary Equipment $2,167,625.56 $6,818.62 0%
Improvements

2320 Construction 2321 Construction, Bridges $123,669,718.24 $' 09, , 98.16 0%

of Plant and 2322 Construction, Buildings $150,040,344.34 $1,712,635.36 1%

Improvements 2323 Construction, Highways $466,971,062.07 $6,465,936.60 1%

2324 Construction, Water ;:'orts $9,438,672.64 $99,031.80 1%

2327 Construction I Bridges and $7,032,883.63 $20.647.55 0%
Hiohwavs Improvements

2328 Construction, Building $66,457.,321.96 $578,799.78 1%
Improvements

Totals: I . $2,783,537,829.24 $108,256,489.591 4%
Source: JLARC Staff Analysis of FY 1995 DOA Records
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Appendix D

Eliminated Object Codes

A core issue of House Joint Resolution 554 is "the involvement of minority­
owned businesses in State business through contracts with the Commonwealth."
The CARS data analysis conducted by JLARC staff focuses on measuring the extent
of that involvement. For the purposes of this study, "involvemenf' is being defined
as a private, minority-owned business being paid by the State for products and
services, or being awar.. -:: 2 com.act by the State. Operationally, this involved
transactions where State agencies paid an invoice to private sector businesses.

The CARS records were selected from invoice expenditures, that is,
payments to vendors. Use of vendor expenditures resulted in excluding from the
base inappropriate transfers, such as inter-agency transfers (IATs), grants to
localities and intergovernmental units, debt service expenses and employer
retirement contributions. In addition, all object codes pertaining to personal services
which includes expenditures for employee benefits, salaries, and the wages of State
employees were eliminated.

Also, agencies may consult the following list of eliminated object codes to
clarify possible discrepancies between their own data concerning the utilization of
minority vendors and that which JLARC reported in its analysis of CARS data. For
example, expenditures made by the Department of Medical Assistance Services to
minority-owned businesses may appear underrepresented because dental, hospital,
medical, nursing home and laboratory services were systematically removed from
the analysis. As noted in the report, these object codes were eliminated because a
corresponding minority database was not available.

A complete list of all of the object codes that were eliminated from
JLARC's analysis of CARS data follows.
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1111
1112
1113
1114
1115
1116
1118
1121
1122
1123
1124
1125
1126
1127
1128
1129
1131

1132

1133
1134
1135
1136
1137
1138
1139
1141
1142
1143
1144
1145
1146
1147
1148
1196

1198
1199
1209
1210
1214

. 1216
1218

Employee Retirement Contributions
Federal Old-Age Insurance for Salaried State Employees
Federal Old-Age Insurance for Wage-Earning State Employees
Group Insurance
Medical Hospitalization Insurance
Retiree Medical/Hospitalization Insurance Credit
Teachers Insurance Annuity
Salaries, Administrative Higher Education
Salaries, Appointed Officials
Salaries, Classified
Salaries, Other Officials
Salaries, Overtime
Salaries, Teaching and Research
Salaries, Annual Leave Balances
Salaries, Sick Leave Balances
Salaries, Compensatory Leave Balances
Bonuses and Incentives -Include expenses to adult offenders in the
correctional system for assuming additional assigned responsibilities
Commissions and Fees - Include expenses of payments of
commissions to clerks of the court for excess fees collected by them
pursuant to state statutes
Overseas Differential Compensations
Specified Per Diem Payments
Wages and Allowances
Work Programs
Employee Suggestion Awards
Early Retirement Incentive Payments
Special Payments for Academic Services
Wages, General
Wages, Graduate Assistant
Wages, Overtime
Wages, Student
Wages, Teaching and Research Part-Time
Wages, Federal Work Study Student
Wages, Substitute Judges
Wages, State Work Study Student
Indirect Cost Recoveries from Auxiliary Programs for Personal
Services
Inter-Agency Recoveries for Personal Services
Intra-Agency Recoveries for Personal Services
Charge Card Purchase of Contractual Services
Communication Services
Postal Services
Telecommunications Services (DIT)
Telecommunications Services (State)
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1221 Organization Memberships
1222 Publication Subscriptions
1223 Convention and Educational Services
1231 Clinic Services
1232 DentalServices
1233 HospitalServices
1234 MedicalServices
1235 Nursing Home Services
1237 InsurancePremiums for Health Services for Individuals
1271 Information Management Program Design and DevelopmentServices

(OIT)
1273 Information managementProgram Design and Developments

Services (State)
1276 Computer Operating Services (DIT)
1278 Computer Operating Services (State)
1282 Travel, Personal Vehicle
1283 Travel, PublicCarriers
1284 Travel, StateVehicles
1285 Travel, Subsistence and Lodging
1286 Travel, Supplements and Aid
1287 Travel, Meal Reimbursements - Reportable to the IRS
1288 Travel, Meal Reimbursements - Not Reportable to the IRS
1296 IndirectCost Recoveries from Auxiliary Programs for Contractual

Services
1297 Late PaymentPenalties for Contractual Services
1298 Inter-Agency Recoveries for Contractual Services
1299 Intra-Agency Recoveries for Contractual Services
1309 Charge Card Purchase of Supplies and Materials
1331 Alcoholic Beverages
1332 LicenseTags
1396 IndirectCost Recoveries from Auxiliary Programsfor Supplies and

Materials
1397 Late PaymentPenalties for Supplies and Materials
1398 Inter-Agency Recoveries for Supplies and Materials
1399 Intra-Agency Recoveries for Supplies and Materials
1411 Individual Claims and Settlements
1413 Premiums
1414 Unemployment Compensations Awards
1415 Unemployment Compensation Reimbursements
1416 Workmen's Compensation Awards
1417 IncomeAssistance Payments
1418 Incentives
1421 Graduate Scholarships and Fellowships
1422 Student Loans
1423 Tuition and Training Aids
1424 Tuition Waiver
1425 Undergraduate Scholarships
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1431 Categorical Aid to Local Governments and Constitutional Officers
1432 Payments in Lieu of Taxes
1433 General Revenue Sharing
1441 Payments of Substate Entities
1442 Payments to Individuals
1451 Grants to Intergovernmental Organizations
1452 Grants Nongovernmental Organizations
1453 Out-of-State Political Entities
1461 Administrative Costs:Local Programs
1462 Cost Containment/Local Programs
1463 Health Care Claims/ Local Programs
1464 Health MaintenanceOrganizations(HMO) Costs/Local Programs
1465 Consulting Costs/Local Programs
1481 Statewide Indirect Cost Recoveries
1482 Agency Indirect Cost Recoveries
1496 IndirectCost Recoveries from Auxiliary Programs for Transfer

Payments
1498 Inter-Agency Recoveries for Transfer Payments
1499 Intra-Agency Recoveries for Transfer Payments
1511 Aircraft Insurance
1512 Automobile Liability
1513 Flood Insurance
1514 InlandMarine Insurance
1515 Marine Insurance
1516 Property Insurance
1517 Boilerand Machinery
1541 AgencyService Charges
1542 Electrical Service Charges
1544 Water and Sewer Service Charges
1545 DGS Parking Charges
1551 General Liability Insurance
1552 Moneyand Securities Insurance
1553 MedicalMalpractice
1554 SuretyBonds
1555 Workers' Compensation
1566 Land InstallmentPurchases
1571 Administrative Costs
1572 Cost Containment
1573 Health Care Claims
1574 Health Maintenance Organization (HMO) Costs
1596 IndirectCost Recoveries from Auxiliary Programs for Continuous

Charges
1597 Late PaymentPenalties for Continuous Charges
1598 Inter-Agency Recoveries for Continuous Charges
1599 Intra-Agency Recoveries for Continuous Charges
2111 Acquisitions, Property
2112 Acquisitions, Rights-af-Way
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2113 Acquisition, Waterways and Improvements
2196 IndirectCost Recoveries from Auxiliary Programs for Property and

Improvements
2197 Late Payment Penalties for Property and Improvements
2198 Inter-Agency Recoveries for Property and Improvements
2199 Intra-Agency Recoveries for Property and Improvements
2209 Charge Card Purchase of Equipment
2221 College Library Books
2296 IndirectCost Recoveries from Auxiliary Programs for Equipment
2297 Late Payment Penalties for Equipment
2298 Inter-Agency Recoveries for Equipment
2299 Intra-Agency Recoveries for Equipment
2311 Acquisition, Bridges
2312 Acquisition, Buildings
2313 Acquisition, Highways
2314 Acquisition, Water Ports
2396 Indirect Cost Recoveries from Auxiliary Programs for Plant and

Improvements
2397 Late Payment Penalties for Plan and Improvements
2398 Inter-Agency Recoveries for Plan and Improvements
2399 Intra-Agency Recoveries for Plan and Improvements
3111 Bond Issuance Expenses
3113 General Obligation Bond Financing
3114 General Obligation Bond Interest Retirement
3115 Revenue Bond Financing
3116 Revenue Bond Interest Retirement
3117 Revenue Bond Principal Retirements
3121 Anticipation Loan Interest Retirement (Agency)
3131 Anticipation Loan Interest Retirement (State)
3132 Mortgage Loan Interest Retirement
3196 Indirect Cost Recoveries from Auxiliary Programs for Obligations
3198 Inter-Agency Recoveries for Obligations
3199 Intra-Agency Recoveries for Obligations
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Appendix E

A Complete Listing of All 140 Object Codes
in Descending Order by Total Expenditures
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2323 Construction, Highways $466.971,062.07 $6,465,936.60 1%

1255 Highway Repair and $302,082,532.30 $16,494,728.17 5%

Maintenance Services
2322 Construction, Buildings $150,040,344.34 $1,712.635.36 10/0

2321 Construction, Bridges $123,669,718.24 $109,198.16 00/0

1342 Medical and Dental Supplies $115,890,039.81 $1,026,929.22 1%

1261 Architectural and Engineering $104,625,738.19 $2,249,974.24 2%
Services

1268 Skilled Services $96,620,602.37 $3,748.393.68 4%

1334 Merchandise $96,021 ,723.36 $3,163.806.30 3%

1'362 Food and Dietary Supplies $85,096,124.31 $159,884.91 0%

2211 Computer Peripheral $70,143,950.23 $22,277,652.92 32%
Equipment

1535 BUilding Rentals $68,682,407.30 $178.976.90 0%

1217 Telecommunications Services $67,739,938.51 $79,376.31 0%
" (Non-State)

2328 Construction, Building $66,457,321.96 $578,799.78 1%
Improvements

1534 Equipment Rentals $44,796.024.67 $612,675.73 1%

2254 Motor Vehicle Equipment $43,034,202.19 $220,259.36 10/0

1244 Management Services $36,715,639.25 $877,272.15 2%

2212 Computer Processor $33,894,166.13 $10,274,367.76 300/0
Equipment

1246 Public Information and Public $31,004,945.65 $650,965.82 2%

Relations Services
1341 Laboratory Supplies $30,632,159.53 $806,900.75 3%

1243 Attorney Services $29,528,957.25 $57,203.44 00/0

1253 Equipment Repair and $27,121,587.01 $935,073.05 30/0
Maintenance Services

1257 Plant Repair and Maintenance $24,911,333.59 $1,111 ,968.07 4%
Services

1215 Printing Services $24,677,497.34 $3,276,189.60 130/0

1274 Computer Hardware $24,631,098.59 $4,215,614.70 17%
Maintenance Services

1264 Food and Dietary Services $24,560,592.80 $73,655.67 0%
1279 Computer Software Costs $21,302,788.97 $1,362,602.87 6%

2241 Laboratory Equipment $20,291,494.91 $287,620.85 1%

2242 Medical and Dental Equipment $19,952,537.94 $186,771.19 1%

1312 Office Supplies $19,789,042.37 $3,678,972.77 190/0
1251 Custodial Services $18,676,559.21 $3,684,377.82 20%

12n Computer Operating Services $17,697,562.79 $279,524.36 2%
(Non-State)
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1333 Manufacturing Supplies $17,642,703.70 $265,454.49 2%
1351 Building Repair and $17,194,471.37 $596,845.89 3%

Maintenance Materials
2253 Construction Equipment
1354 Mechanical Repair and

Maintenance Materials
1263 Clerical Services

·1256 Mechanical Repair and
Maintenance Services

1355 Vehicle Repair and
Maintenance Materials

1272 Information Mgmt. Program
Desiqn & Development

1248 Media Services
1275 Computer Software

Maintenance Services
2262 Office Furniture
1322 Gas
2231 Electronic Equipment
1353 Electrical Repair and

Maintenance Materials
2324 Construction, Water Ports
2233 Voice and Data Transmission

Equipment
1373 Computer Operating Supplies
2131 Site Improvements
1352 Custodial Repair and

Maintenance Materials
1259 Vehicle Repair and

Maintenance Services
1374 Educational Supplies
1212 Outbound Freight Services
2327 Construction, Bridges and

HiQhways Improvements
1266 Manual Labor Services
2218 Computer Equipment

Improvements
1533 Computer Software Rentals
1313 Stationery and Forms
2264 Office Machines
2256 Watercraft Equipment
1543 Refuse Service Charges
1562 Computer Processor

Installment Purchases
1524 Equipment Capital Leases
1211 Express Services
2271 Household Equipment
1242 Fiscal Services

$16,940,072.79 $37,028.00 0%

$14,723,882.29 $343,935.99 2%

$14,194,599.97 $501,986.55 4%

$13,291,130.36 $213,686.06 2%

$13,156,540.08 $64,538.65 0%

$12,921,812.96 $193,965.02 2%

$12,013,602.25 $1,021,476.52 9%

$11,947,598.70 $159,084.63 1%

$11,217,535.96 $837,348.88 7%

$11,198,574.11 $807.95 0%

$10,357,213.97 $323,013.80 3%
$10,259,736.20 $357,209.20 3%

$9,438,672.64 $99,031.80 1%

$9,218,025.92 $166,782.37 2%

$8,932,794.08 $2,176,932.50 240/0

$8,861,780.08 $95,891.55 10/0
$8,233,292.74 $366,733.97 4%

$7,872,166.73 $86,009.07 1%

$7,434,300.36 $346,858.07 5%

$7,250,716.11 $283,621.96 4%

$7,032,883.63 $20,647.55 0%

$7,029,295.61 $186,370.80 3%
$6,719,889.67 $1,503,187.16 220/0

$6,689,900.11 $730.00 0%

$6,416,479.73 $463,076.36 7%

$6,331,676.42 $263,283.84 4%
$6,217,043.78 $13,020.77 0%

$6,213,585.59 $234,994.63 4%

$6,120,069.49 $5,462.00 0%

$5,936,998.16 $4,332.28 0%

$5,936,590.41 $50,871.08 1%

$5,859,807.48 $171,496.85 3%

$5,480,624.13 $85,157.88 2%
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1247 Legal Services $5,052,451.57 $5,644.63 0%
1323 Gasoline $4,960,860.69 $31,549.73 1%
13n Photographic Supplies $4,925,727.20 $943,364.33 19%
1561 Computer Peripheral $4,543,630.33 $19,292.30 0%

Installment Purchases
2222 Educational Equipment $4,537,978.00 $713,404.69 16%
2224 Reference Equipment $4,4 72,893.71 $147,166.61 3%
1564 Equipment Installment $4,436,600.28 $2,353.00 0%

Purchases
1252 Electrical Repair and $4,412,837.94 $137,938.05 3%

Maintenance Services
1321 Coal $4,268,491.20 $165,590.84 4%
1311 Apparel Supplies $4,043,095.24 $472,472.13 12%
1265 Laundry and Linen Services $3,934,042.54 $8,011.49 0%
1258 Reclamation Services $3,879,150.49 $118,383.80 3%
1521 Computer Peripheral Capital $3,774,147.66 $35,938.36 1%

Leases
1324 Oil $3,737,037.95 $9,919.81 0%
2283 Mechanical Equipment $3,642,887.58 $28,440.70 1%
1262 Aviation Services $3,634,953.89 $1,159.36 0%
1371 Agricultural Supplies $3,577,886.81 $91,432.20 3%
1523 Computer Software Capital $3,422,768.71 $0.00 0%

Leases
1267 Production Services $3,409,049.39 $289,160.21 8%
2261 Office Appurtenances $3,260,637.19 $451,012.68 14%

1245 Personnel Development $2,666,786.52 $177,034.50 7%
Services

1213 Messenger Services $2,645,321.63 $6,782.28 0%
1537 Land and Building Rentals $2,394,044.23 $17,223.19 1%
2251 Agricultural Vehicular $2,383,831.96 $97,028.02 4%

Equipment
2133 Utilities $2,346,375.36 $2,692.00 0%

2232 Photographic Equipment $2,241,917.99 $172,267.13 8%

1361 Clothing $2,205,446.81 $25,299.12 1%

2255 Power Repair and Maintenance $2,182,369.00 $21,838.66 1%
Equipment

2288 Stationary Equipment $2,167,625.56 $6,818.62 0%
Improvements

1363 Food Service Supplies $2,097,885.60 $183,745.24 9%
2132 Site Preparation $2,037,373.69 $3,150.00 0%
2258 Motorized Equipment $1,869,698.89 $13,538.93 1%

Improvements
1522 Computer Central Processor $1,801 ,133.95 $1,293.24 0%

Capital Leases
1378 Recreational Supplies $1,764,026.04 $65,741.75 4%
1536 Land Rentals $1,695,042.40 $300.00 0%
2282 Fixtures $1,518,424.04 $58,630.96 4%

1241 Auditing Services $1,362,735.64 $237,849.75 17%
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2272 Law Enforcement Equipment
1219 Inbound Freight Services

1376 Law Enforcement Supplies

2274 Non-Power Repair and
Maintenance Equipment

1335 Packaging and Shipping
Supplies

2281 Built-in Equipment

1525 BUilding Capital Leases
1375 Fish and Wildlife Supplies

2278 Specific Use Equipment
Improvements

2273 Manufacturing Equipment

1365 Personal Care Supplies

2243 Field Equipment

1343 Field Supplies
2123 Plants

1254 ExterminationNector Control
Services

2223 Exhibit Equipment

1575 Consulting Costs

2238 Electronic and Photographic
Equipment Improvements

2263 Office Incidentals

1532 Computer Processor Rentals

2275 Recreational Equipment

1364 Laundry and Linen Supplies

2252 Aircraft Equipment
1325 Steam

2268 Office Equipment
Improvements

1527 Land and Building Capital
Leases

1372 Architectural and Engineering
Supplies

1531 Computer Peripheral Rentals
1326 Wood Fuels

1526 Land Capital Leases

2121 Animals

2122 Minerals

2248 Medical and Laboratory
Equipment Improvements

2228 Educational and Cultural
Equipment Improvements

1563 Computer Software Installment
Purchases

1565 Building Installment Purchases

=dRill~ ~;;ll·:;:;I.

$1,359,806.51
$1,274,962.36
$1,246,364.33
$1,118,420.77

$1,083,213.73

$1,074,740.51
$1,027,261.82
$1,009,435.05

$980,243.52

$954,772.27
$947,453.61
$875,146.66
$848,134.57
$803,331.33
$699,924.63

$687,821.27
$651,697.08
$625,114.97

$571,548.05
$564,643.62
$512,442.71
$456,087.29
$440,741.56
$420,420.30
$292,392.99

$285,847.53

$264,494.56

$200,266.97
$188,88~.29

$124,217.00
$102,604.24
$102,285.56

$69,364.58

$60,718.01

$49,239.72

$30.00

$182,120.09 13%
$25,136.88 2%

$241,253.97 19%
$19,280.33 2%

$7,481.00 1%

$161,868.75 15%
$826.78 0%

$6,608.83 1%
$21,868.05 2%

$13,155.89 1%
$72,369.54 8%

$3,694.62 0%
$25,489.50 3%

$52,781.04 00/01

$8,365.80 1%
$0.00 0%

$70,669.65 11%

$70,052.56 12%
$23,861.80 4%
$14,999.68 3%

$8,899.47 2%
$0.00 0%
$0.00 0%

$20,310.55 7%

$220.00 0%

$7,676.67 3%

$5,095.66 3%
$0.00 0%
$0.00 0%
$0.00 0%
$0.00 0%

$176.30 0%

$4,813.95 8%

$1,736.00 4%

$0.00 0%
Source: JLARC Staff Analysis of FY1995 DOA Records
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Appendix F

Agency Minority-Owned Business Expenditures
by Certification Subset

Please refer to the following definitions when interpreting the table that follows in
Appendix F.

"Certified" :

"Registered":

"Total":

"Certified" includes minority firms certified by DMBE with
valid federal identification numbers.
(Number of Firms as of July 1, 1995: 1,747)
"Registered" includes "Certified" firms, plus firms
registered or certified by VDOT, DGS, DIT, VRMSDC,
and TRMPC, with valid federal identification numbers.
(Number of Firms as of July 1, 1995: 3,475)
"Total" includes "Certified" firms, "Registered" firms,
and minority firms receiving over $1 ,000 on agency
procurement reports for which valid federal identification
numbers were available. These firms were identified in
JLARC's review of agency reports to DMBE.
(Number of Firms as of July 1, 1995: 4,830)

Total Minority Percent
Aaency' Description Subset ExDenditures Expenditures of Total

All State Agencies Certified Firms $2,783,537,829 $55,131 ,664 1.980/0
Registered Firms $2,783,537,829 $76,345,251 2.74%

TOTAL $2,783,537,829 $108,256,490 3.890/0
99 Other Certified Firms $13,861,839 $790,134 5.70°10

(Includes Various Reqistered Firms $13,861,839 $1,036,396 7.48°10
Agencies) TOTAL $13,861,839 $1,627,781 11.74°/0

100 General Assembly Certified Firms $5,371,013 $235,651 4.39%)
Registered Firms $5,371,013 $349,786 6.51°/0
TOTAL $5,371,013 $894,977 16.66°/0

111 Judicial Branch Certified Firms $45,325,647 $310,151 0.68%

Registered Firms $45,325,647 $316,711 0.70%

TOTAL $45,325,647 $878,315 1.94°/0
119 Lieutenant Certified Firms $42,710 $158 0.37%

Governor Reqistered Firms $42,710 $1,903 4.46%

TOTAL $42,710 $3,460 8.10°/0
121 Governor Certified Firms $322,337 $301 0.090/0

Reqistered Firms $322,337 $18,463 5.73%

TOTAL
I

$322,337 $28,572 8.86°,10

1 Please see the end of this appendix for information on consotidation of agencies.
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Total Minority Percent
Agency Description Subset Expenditures Expenditures of Total

1232
Department of Certified Firms $5,701,392 $36,455 0.64%
Military Affairs Reqistered Firms $5,701,392 $59,389 1.04%

TOTAL $5,701,392 $119,883 2.10%
127 Department of Certified Firms $1,877,449 $76,193 4.06%

Emergency Reoistered Firms $1,877,449 $77,776 4.14%
Services TOTAL $1,877,449 $148,160 7.89%

130 Department of Certified Firms $10,353,690 $5,224 0.05%
Economic Registered Firms $10,353,690 $15,234 0.15%
Development TOTAL $10,353,690 $188,524 1.820/0

1383 Department of Certified Firms $63,933,187 $360,986 0.560/0
Information Heoistered Firms $63,933,187 $373,265 0.58%

Technoloov TOTAL $63,933,187 $516,431 0.81%
141 Attorney General Certified Firms $1,471,211 $9,204 0.630/0

Registered Firms $1,471,211 $19,987 1.36%

TOTAL $1,471,211 $204,305 13.89~/~

146 The Science Certified Firms $3,043,447 $6,282 0.21%
Museum of Registered Firms $3,043,447 $11,028 0.360/0
Virainia TOTAL $3,043,447 $54,357 1.79%

151 Department of Certified Firms $1,972,756 $47,493 2.41%
Accounts Registered Firms $',972,756 $57,639 2.92%

TOTAL $',972,756 $129,167 6.55%
152 Department of the Certified Firms $1,581,964 $6,290 0.40%

Treasury Registered Firms $1,581,964 $18,463 1.17%
TOTAL $1,581,964 $40,368 2.55%

154 Department of Certified Firms $19,924,774 $511,6n 2.57%
Motor Vehicles Registered Firms $19,924,774 $626,117 3.14%

TOTAL $19,924,774 $1,341,624 6.73%
156 Department of Certified Firms $23,576,511 $132,781 0.56%

State Police Reqistered Firms $23,576,511 $306,463 1.300/0
TOTAL $23,576,511 $788,687 3.35%

158 Virginia Certified Firms $3,228,961 $18,192 O.~

Retirement Registered Firms $3,228,961 $38,197 1.18%
System TOTAL $3,228,961 $191,238 5.92%

Total Minority Percent

2 The Department of Military Affairs reported that the bulk of their expenditures to minority firms came
through a $315,000 contract awarded to Thompson Hospitality, L.P. based in Reston, Virginia. The
Department estimated that to date it has spent approximately $89,000 with this firm. Such expenditures
did not show up in JLARC's analysis of CARS data. However, JLARC staff found that the Department of
Military Affairs had incorrectly keyed the federal identification number of the vendor. Thus, obtaining a
match between JLARC's list of minority vendors, which included Thompson Hospitality, LP., and CARS
records was rendered impossible.

3 The Department of Information Technology reports that there are no minority providers in most of the
areas covered in its base and thus "no possibility of minority business participation." It suggests reducing
1e base to $1.3 million, which would result in 20.2 percent minority participation.
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Total Minority Percent
Agency Description Subset Expenditures Expenditures of Tatal

161 Department of Certified Firms $8,976,959 $130,061 1.45°k
Taxation Beoistered Firms $8,976,959 $164,650 1.83%

TOTAL $8,976,959 $423,746 4.72%
165 Department of Certified Firms $1,698,822 $5,631 0.33%

Housing and
Community ReQistered Firms $1,698,822 $10,050 0.59%
Development TOTAL $1,698,822 $63,979 3.77°k

171 State Corporation Certified Firms $11,760,575 $126,629 1.08%
Commission ReQistered Firms $11,760,575 $138,700 1.18%

TOTAL $11,760,575 $579,286 4.93%
172 State Lottery Certified Firms $53,443,727 $5,131,536 9.60%

Department Registered Firms $53,443,727 $5,191,069 9.71%
TOTAL $53,443,727 $5,377,960 10.06%

180 Secretary of Certified Firms $122,255 $10,340 8.46%

Administration Registered Firms $122,255 $24,915 20.38%
TOTAL $122,255 $27,415 22.42%

182 Virginia Certified Firms $11,677,654 $220,439 1.89%

Employment Registered Firms $11,677,654 $260,618 2.23°k
Commission TOTAL $11,677,654 $554,788 4.75°k

183 Secretary of Certified Firms $16,325 $4,397 26.93%
Natural Resources Registered Firms $16,325 $4,547 27.85°/c,

TOTAL $16,325 $5,040 30.880/0
185 Secretary of Certified Firms $71,304 $19,620 27.52%

Education Registered Firms $71,304 $24,446 34.290/0
TOTAL $71,304 $28,339 39.74%

186 Secretary of Certified Firms $12,796 $0 0.00%
Transportation Registered Firms $12,796 $513 4.010/0

TOTAL . $12,796 $513 4.01%
187 Secretary of Certified Firms $58,060 $3,953 6.81 %

Public Safety Reqistered Firms $58,060 $24,140 41.58%
TOTAL $58,060 $24,260 41.780/0

188 Secretary of Certified Firms $110,237 $2,453 2.23%

Health and Human Registered Firms _ $110,237 $8,808 7.99°/0-
Resources TOTAL $110,237 $34,184 31.01 %

190 Secretary of Certified Firms $9,786 $900 9.20%
Finance Registered Firms $9,786 $952 9.72%

TOTAL $9,786 $1,542 15.76%
191 Virginia Worker's Certified Firms $857,881 $130,991 15.270/0

Compensation Registered Firms $857,881 $140,369 16.36%
Commission TOTAL $857,881 $168,001 19.58%
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Total·.· Minority Percent
Aaency DescriDtion Subset ..... :Expenditti.res Expenditures of Total

192 Secretary of Certified Firms $90,685 $15,276 16.850/0
Commerce and Reoistered Firms $90,685 $21,496 23.70%
Trade TOTAL $9O,685 $29,818 32.880/0

194 Department of Certified Firms $50,867,184 $700,217 1.38%
General Services Reoistered Firms $50,867,184 $1,397,828 2.750/0

TOTAL $50,867,184 $2,500,467 4.92%
199 Department of Certified Firms $10,924,508 $254,188 2.33%

Conservation and Registered Firms $10,924,508 $277,672 2.540/0
Recreation TOTAL $10,924,508 $430,407 3.940/0

201 Department of Certified Firms $5,891,913 $278,105 4.720/0
Education Registered Firms $5,891,913 $285,609 4.85%

TOTAL $5,891,913 $467,461 7.930/0
202 Library of Virginia Certified Firms $2,518,641 $448,738 17.820/0

Registered Firms $2,518,641 $456,089 18.110/0
TOTAL $2,518',641 $1,055,818 41.92%

204 The College of Certified Firms $34,004,614 $609,805 1.79%
William and Mary Registered Firms $34,004,614 $684,440 2.01%
in Virqinia TOTAL $34,004,614 $1,093,753 3.22%

207 University of Certified Firms $234,312,981 $2,516,692 1.07°J!o
Virginia Registered Firms $234,312,981 $2,938,934 1.25°J!o

TOTAL $234,312,981 $7,395,046 3.16°J!o
208 Virginia Polytechnic Certified Firms $102,516,877 $867,030 0.85%

Institute and State Registered Firms $102,516,877 $1,037,118 1.01%
University TOTAL $102,516,877 $2,625 t774

2.56%
211 Virginia Military Certified Firms $10t419,882 $173,447 1.66%

Institute Registered Firms $10,419,882 $222,077 2.13%
TOTAL $10,419,882 $353,736 3.39%

2124 Virginia State Certified Firms $14,888,063 $351,613 2.36%
University Reaistered Firms $14,888,063 $590,035 3.96%

TOTAL $14,888,063 $1,547,885 10.40%
213 Norfolk State Certified Firms $14,329,374 ,. $648,929 4.530/0

University Registered Firms $14,329,374 $2,501,249 17.460/0
TOTAL $14,329,374 ..$2,832,030 19.76%

~

4 Virginia State University reported $615,949 in expenditures to minority-owned businesses, for firms
receiving more than $1,000 in payments, Of that total amount feoeral identification numbers were
unavailable for eight firms which accounted for $330,807. These expenditures were made to "second
tier" vendors or subcontractors. As a result, the University did not have records containing the federal
identification numbers of these firms. Since JLARC's analysis of CARS data was based upon a matchl
merge using federal identification numbers, the University's total expenditures to minority-owned
businesses will be understated.
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, Total Ivnnori~... Percent
Agency·".,.· DeScription·· ..'..•... ····Subset Expenditures Expenditure$ of Total

214 Longwood College Certified Firms $10,069,927 $291,377 2.89%
Registered Firms $10,069,927 $391,645 3.89%
TOTAL $10,069,927 $561,039 5.57%

215 Mary Washington Certified Firms $12,514,834 $129,202 1.03°k
College Registered Firms $12,514,834 $146,829 1.17%

TOTAL $12,514,834 $346,686 2.77%
216 James Madison Certified Firms $39,263,028 $977,545 2.49%

I
University Registered Firms $39,263,028 $1,203,363 3.06%

TOTAL $39,263,028 $2,148,438 5.47%
217 Radford University Certified Firms $21,996,649 $209,123 0.950/0

Registered Firms $21 ,996,649 $348,571 1.580/0
TOTAL $21 ,996,649 $749,673 3.41 %

218 Virginia School for Certified Firms $874,805 $32,745 3.74%

the Deaf and Blind Registered Firms $874,805 $61,801 7.06%
at Staunton TOTAL $874,805 $114,628 13.10°/0

219 Virginia School for Certified Firms $1,251,852 $19,225 1.540/0
the Deaf and Blind Registered Firms $1,251,852 $30,010 2.400/0
at Hampton TOTAL $1,251,852 $61,156 4.89°/0

221 Old Dominion Certified Firms $16,009,832 $1,087,363 6.79°/0
University Registered Firms $16,009,832 $1,129,9n 7.060/0

TOTAL $16,009,832 $1,604,253 10.02°/0.....-.- ,-

222 Department of Certified Firms $1,898,913 $59,784 3.150/0
Professional and

: Occupational Registered Firms $1,898,913 $50,930 2.68%
Regulation TOTAL $1,898,913 $89,490 4.710/0

223 Department of Certified Firms $1,382,223 $3,605 0.260/0
Health Registered Firms $1,382,223 $26,717 1.93%
Professions TOTAL $1,382,223 $80,143 5.80%

236 Virginia Certified Firms $188,314,408 $1,560,251 0.83%
Commonwealth Registered Firms $188,314,408 $1,849,232 0.980/0
University TOTAL $188,314,408 $4,638,568 2.46%

238 Virginia Museum Certified Firms $2,976,583 $916,791 30.800/
Q

of Fine Arts Registered Firms $2,976,583 $928,740 31.20%
TOTAL $2,976,583 $1,075,144 36.12%

241 Richard Bland Certified Firms $1,541,572 $20,138 1.31%
College Registered Firms $1,541,572 $21,912 1.42%

TOTAL $1,541,572 $68,112 4.42%
242 Christopher Certified Firms $5,706,757 $46,394 0.81%

Newport Registered Firms $5,706,757 $70,877 1.24%
University ,TOTAL $5,706,757 $312,303 5.47%

~ -.. - --
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Igt~l:> •...•...............: PJllnority .• Percent
Agency Description \·Subset·· ExPenditures· EXpenditures of'Total

245 State Council of Certified Firms $1,108,764 $103,811 9.360/0
Higher Education Recistered Firms $1,108,764 $108,214 9.76%
for Virginia TOTAL $1,108,764 $183,170 16.52%

247 George Mason Certified Firms $57,454,410 $1,912,038 3.33%

University Heqistered Firms $57,454,410 $1,947,404 3.39%

TOTAL $57,454,410 $2,561,129 4.46%
261 Virginia Certified Firms $72,250,696 $3,081,729 4.27%

Community Reoistered Firms $72,250,696 $3,723,266 5.150/0
College System TOTAL $72,250,696 $5,559,758 7.70%

262 Department of Certified Firms $14,902,356 $220,082 1.48%

Rehabilitative Registered Firms $14,902,356 $255,630 1.72°fc,
Services TOTAL $14,902,356 $800,057 5.37%

268 Virginia Institute of Certified Firms $4,620,175 $129,719 2.81%

Marine Science Registered Firms $4,620,175 $131,170 2.84%

TOTAL $4,620,175 $233,325 5.05%
301 Department of Certified Firms $5,582,211 $17,568 0.31%

Agriculture and
Consumer Registered Firms $5,582,211 $36,343 0.65%

Services TOTAL $5,582,211 $231,982 4.16%
402 Virginia Marine Certified Firms $2,942,171 $39,261 1.33%

Resources Registered Firms $2,942,171 $45,526 1.550/0
Commission TOTAL $2,942,171 $109,597 3.73%

l03 Department of Certified Firms $8,442,711 $274,610 3.25%

Game and Inland Registered Firms $8,442,711 $333,228 3.95%

Fisheries TOTAL $8,442,711 $732,470 8.68%
407 Virginia Port Certified Firms $11,706,999 $1,111,668 9.50%

Authority Registered Firms $11,706,999 $1,114,799 9.52%

TOTAL $11,706,999 $1,218,100 10.40%

409 Department of Certified Firms $5,305,755 $168,525 3.18%

Mines, Minerals, Registered Firms $5,305,755 $213,543 4.02%
and Energy TOTAL $5,305,755 $306,096 5.77%

411 Department of Certified Firms $8,563,779 $9,859 0.12%

Forestry Registered Firms $8,563,779 $15,375 0.18%
.- TOTAL $8,563,779 $222,456 2.60%

440 Department of Certified Firms $17,069,405 $99,479 0.58%

Environmental Registered Firms $17,069,405 $1,142,139 6.690/0
Quality TOTAL $17,069,405 $1,426,401 8.36%

501 Virginia Certified Firms $1,146,557,428 $17,629,449 1.54%

Department of Registered Firms $1,146,557,428 $29,774,541 2.60%
Transportation TOTAL $1,146,557,428 $31,643,352 2.760/0>-

F-6



Total Minority Percent
Agency· Description Subset Expenditures Expenditure of Total

5055 Department of Rail Certified Firms $2,448,847 $0 0.000/0
and Public Reoisterec Firms $2,448,847 $873 0.04%
Transportation TOTAL $2,448,847 $5,395 0.220/0

601 Department of Certified Firms $105,045,087 $1,472,173 1.40%

Health Registered Firms $105,045,087 $1,687,359 1.61%

TOTAL $105.045,087 $2,912,250 2.770/0
602 Department of Certified Firms $23,121,802 $4,366 0.02%

Medical
Assistance Registered Firms $23,121,802 $119,995 0.52%

Services TOTAL $23,121,802 $351,966 1.52%
701 Department of Certified Firms $97,354,738 $572,510 0.590/0

Corrections Registered Firms $97,354,738 $1,487,299 1.53%

TOTAL $97,354,738 $2,844,379 2.920/0
702 Department for Certified Firms $5,686,549 $189,048 3.32%

the Visually ReQistered Firms $5,686,549 $255,854 4.50%
Handicapped TOTAL $5,686,549 $365,073 6.42%

720 Mental Health Certified Firms $58,664,418 $383,621 0.650/0
Mental Retardation I
Substance Abuse Registered Firms $58,664,418 $653,969 1.110/0
Services TOTAL $58,664,418 $1,549,926 2.64%

750 Department of Certified Firms $3,515,248 $740,130 21.05%
Correctional Registered Firms $3,515,248 $750,053 21.34%
Education TOTAL $3,515,248 $917,858 26.11 %

765 Department of Certified Firms $28,216,266 $5,618,435 19.91 %
Social Services Registered Firms $28,216,266 $5,672,197 20.10%

TOTAL $28,216,266 $6,175,071 21.88%
7n Department of Certified Firms $9,247,234 $647,475 7.00%

Youth and Family Registered Firms $9,247,234 $671,856 7.27%

I
Services TOTAL $9,247,234 $950,716 10.280/0

'841 Department of Certified Firms $2,551,049 $41,176 1.61%
Aviation Registered Firms $2,551,049 $45,444 1.78%

TOTAL $2,551,049 $70,864 2.78%
999 Department of Certified Firms $16,208,359 $113,225 0.70%

Alcoholic Reqistered Firms $16,208,359 $165,428 1.02%
Beverage Control TOTAL $16,208,359 $258,368 1.59%

5 The Department of Rail and Public Transportation reported that the bulk of their expenditures to
minority firms came through "second tier" payments to subcontractors. In addition, the Department noted
that the JlARC analysis of CARS data showed that $2,045,879 or 83.5% of total payments were made
in object code 1244 which represents payments for consultants. The Department also noted that it
reimbursed a consultant for $1.147,483 of which $168,292 or 14.7% went to minority firms.
Consequently, the Department of Rail and PUblic Transportation stated that "the Inability of JLARC to
capture the second tier payments to minority businesses greatly misstates the Department's use of
minority firms."
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Agency Consolidations

On initial CARS runs, 227 sources of expenditures were identified. To
facilitate analysis and understanding of the data, these 227 observations were
collapsed into 76 agency "units," consisting of separate agencies (such as VDOT),
collections of related agencies (Corrections includes correctional units and field units),
branches (legislative and judicial), elected officials and Governor's Secretaries, and a
collection of "other" agencies, with less than $1,000,000 in expenditures for the 140
object codes.

Generally, the groups of related agencies "units" were determined by the
presence of a control agency. A control agency has administrative control over other
agencies with similar or related functions. Examples of control agencies are the
Department of Mental Health, Mental Retardation and Substance Abuse Services and
the Virginia Community College System.

Agency lists are as follows:

Separate and Independent Agencies

Agency Code

123
127
130
138
146
151

152

154
156
158
161
165

171
172
182
191
194
199
201

- 202
204
207

211
212
213
214
215

216
217
218

Agency Name

Department of Military Affairs
Department of Emergency Services
Department of Economic Development
Department of Information Technology
The Science Museum of Virginia
Department of Accounts [includes DOA State­
Wide Activities (997)]
Department of the Treasury [inclUdes Treasury
Board (155)]
Department of Motor Vehicles
Department of State Police
Virginia Retirement System
Department of Taxation
Department of Housing and Community
Development
The State Corporation Commission
State lottery Department
Virginia Employment Commission
Department of Work Comp--Ind Comm VA
Department of General Services
Department Conservation &Recreation
Department of Education [includes DOE Direct
Aid (197)]
Library of Virginia
College of William and Mary
University of Virginia [includes UVAH (209), &
Clinch Valley College (246)]
Virginia Military Institute
Virginia State University
Norfolk State University
longwood College
Mary Washington College [includes Melcher's
Monroe Memorial (220))
James Madison University
Radford University
Virginia School for the Deaf &Blind
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Separate and Independent Agencies continued

Agency Code Agency Name

219 Virginia School for the Deaf & Blind--Hampton
221 Old Dominion University
222 Department of Professional &Occupational

Regulations
223 Department of Health Professions
236 Virginia Commonwealth University [includes

MCV (206)]
238 Virginia Museum of Fine Arts
241 Richard Bland College
242 Christopher Newport University
245 State Council of Higher Education for Virginia
247 George Mason University
262 Department of Rehabilitative Services

[inclUdes Woodrow Wilson Rehab. Ctr. (203)]
268 Virginia Institute of Marine Science
301 Department of Agriculture &Consumer

Services
402 Marine Resources Commission
403 Department of Game & Inland Fisheries
407 Virginia Port Authority
409 Department of Mines, Minerals & Energy
411 Department of Forestry
440 Department of Environmental Quality
501 Department of Transportation
505 Department of Rail and Public Transportation
601 Department of Health
602 Department of Medical Assistance Services
702 Department of Visually Handicapped

[includes Virginia Rehabilitation Center for
the Blind (263)]

750 Department of Correctional Education
765 Department of Social Services
777 Department of Youth and Family Services
841 Department of Aviation
999 Alcoholic Beverage Control Department of



Elected Officials and Secretaries Department of Mental Health, Mental Retardation and Substance

Agency Code Agency Name
Abuse services (720)

119 Lieutenant Governor's Office
Agency Code Agency Name

121 Governor's Office 703 Central State Hospital
141 Attorney General [includes Division of 704 Eastern State Hospital

Debt Collection (143)] 705 Southwestern Virginia Mental Health
180 Secretary of Administration Institute
183 Secretary of Natural Resources 706 Western State Hospital
185 Secretary of Education 707 Central Virginia Training Center
186 Secretary of Transportation 708 Dejarnette Center for Human
187 Secretary of Public Safety Development
188 Secretary of Health & Human 720 DMHMRSAS Central Office

Resources 723 Southeastern VA Treatment Center
190 Secretary of Finance for Men
192 Secretary of Commerce and Trade 724 Catawba Hospital

725 Northern Virginia Training Center for

legislative (100)
the Mentally Retarded

726 Southside Virginia Training Center
728 Northern Virginia Mental Health

Agency Code Agency Name Institute

100 Senate
729 Piedmont Geriatric Hospital
738 Southwestern VA Training Center

101 House of Delegates 739 Southern Virginia Mental Health
105 Virginia Commission on Institute

Intergovermental Cooperation 748 Hiram W. Davis Medical Center
107 Division of Legislative Services 790 MHMR Grants
108 Virginia Code Commission
109 Division of Legislative Automated

Systems Department of Corrections (701)
110 Joint Legislative Audit and Review

Commission Agency Code Agency Name
133 Auditor of Public Accounts
142 Virginia State Crime Commission 701 Department of Corrections
413 Commission on VA Alcohol Safety 709 Powhatan Correctional Center

Act Program 711 Virginia Correctional Enterprises
838 Commission on Population Growth & 716 Virginia Correctional Center for

Development Women
839 Virginia Commission on Youth 717 Southampton Correctional Center
840 Virginia Housing Study Commission 718 Bland Correctional Center
842 Chesapeake Bay Commission 719 James River Correctional Center
844 Joint Commission on Health Care 721 Powhatan Reception and Class Ctr
961 Division of Capitol Police 730 Brunswick Correctional Center

731 Staunton Correctional Center
Judicial (111) 736 Southampton Intensive Treatment

Agency Code Agency Name
Center

737 51. Brides Correctional Center

103 Magistrates 740 Southampton Reception and Class

111 Supreme Court of Virginia Ctr.

112 Judicial Inquiry and Review 742 DOC Employee Relations & Training

Commission 744 Mecklenburg Correctional Center

113 Courts of Record 745 Nottoway Correctional Center

114 District Courts 747 Marion Correctional Center

115 Juvenile and Domestic Relations 749 Buckingham Correctional Center

District Court 752 Deep Meadow Correctional Center

116 Combined District Courts 753 Deerfield Correctional Center

117 Virginia State Bar 754 Augusta Correctional Center

125 Court of Appeals of Virginia 756 Division of Institutions

160 Virginia Criminal Sentencing 757 Western Region Correctional Field

Commission Units

233 State Board of Bar Examiners 759 Northern Virginia Field Units

848 Public Defender Commission 760 East Central Regional Field Unit
761 South East Regional Field Units
767 Division of Community Corrections
768 Keen Mountain Correctional Center
769 Greenville Correctional Center
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Department of Corrections (701) Continued

Other Agencies: "Other" agencies include agencies with
less than $1 million in base expenditures in the 140 object
codes excepting State-wide elected officials, Governors.
Secretaries. and Independent Agencies, such as the sec.
The schools for the deaf and blind were also excluded from
the "other" grouping.

Agency Name

VPI&SU
VPJ Ext. Division & Agricultural
Experiment Station
VPI & SU -- Research Department
VPI & SU Extension Department

VPI&SU {20B)

Other Agencies (99) continued

Agency Name

Virginia Parole Board
Advisory Commission Executive
Mansion
Governor's Employment & Training
Department
Virginia Museum of Natural Historx
Southwest Virginia Higher Education
Center
Commonwealth Attorney Services
Council
Department of Fire Programs
Department of Employee Relations
Counselors
Virginia Liaison Office
Virginia Health Services Cost Review
Council
Commission on Local Government

Virginia Community College System (261)
{indudes the Community Colleges)

Agency Name

Virginia Community College System
New River Community College
Southside Virginia Community
College
Paul D. Camp Community College
Rappahannock Community College
Danville Community Collge
Northern Virginia Community College
Piedmont Virginia Community
College
J. Sergeant Reynolds Community
College
Eastern Shore Community College
Patrick Henry Community College
Virginia Western Community College
Dabney S. Lancaster Community
College
Wytheville Community College
John Tyler Community College
Blue Ridge Community College
Central VA Community College
Thomas Nelson Community College
Southwest Virginia Community
College
Tidewater Community College
Virginia Highlands Community
College
Germanna Community College
Lord Fairfax Community College
Mountain Empire Community College

957

916

960
962

942
948

963
964

968

261
275
276

277
278
279
280
282

283

284
285
286
287

288
290
291
292
293
294

295
296

230
231

-297
298
299

Agency Code

766
836

Agency Code

Agency Code

208
229

Agency Name

Dillwyn Correctional Center
Indian Creek Correctional Center
Haynesville Correctional Center
Culpeper Correctional Center
Lunenburg Correctional Center
DOe Central Activities

Other Agencies (99)

Agency Name

Department of Planning and Budget
Governor's Commission on
Government Reform
Virginia Veterans' Care Center Board
of Trustees
Department of Personnel and
Training
Department of Veterans' Affairs
State Board of Elections
Council on Information Management
Department of Criminal Justice
Services
Commission for the Arts
Health Insurance Administration
Department of State Internal Audit
Compensation Board
Department for the Aging
Secretary of Commonwealth
Council on Human Rights
Department of Labor and Industry
State Department of Minority
Business Enterprise
Virginia Frontier Cultural Museum
Milk Commission
Virginia Agricultural Council
Chippokes Plantation Farm
Foundation
Virginia Racing Commission
Chesapeake Bay Local Assistance
Department
Board of Regents--Gunston Hall
Department of Historic Resources
Jamestown-Yorktown Foundation
Child Care & Early Childhood
Programs
Virginia Board for People with
Disabilities
Virginia Department for the Deaf &
Hard of Hearing
Department for Virginians with
Disabilities

129

148
149
150
157
163
166
170
181
232

128

131
132
137
140

239
305
307
319

405
408

606

762

417
423
425
605

751

Agency Code

770
771
772
773
774
799

Agency Code

122
124
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Appendix G

Minority-Owned Business Expenditures by Individual Agencies

Infoonation on the ten
agencieswith the largest dollar
value of purchases from
minorityfirms is presented in
this appendix.

Forthese ten agencies,
textual information is presented
on total expenditures for FY
1994and FY 1995.
Furthermore, these figures will
be compared to the agency's
own reportof minority
expenditures, where available,
as presented to DMBE. In
addition, information may also
be presented from agency
s....rvey responses, including
,r';~"':rmatiol1 on agency
~rogram!;.

Moreover, each agency's
descriptionwill include tables
such as thoseshown to the
right. These tables detail each
agency's iargestminority-owned
business expenditures, each
agency's total expenditures,
and the percentageof total
expendituresrepresented by
expendituresto minority-owned
businesses. More detailed
information on these and other
agencies was collectedand is
included in JLARC's project
files.

The information presented in this table includesa short
descriptionof each agency's ten largest areas of minority-owned
businessexpenditure, the object codes representing those areas
of expenditure, the agency's total expendituresto minority-owned
businesseswithin each of those areas of expenditure, the
agency's total expenditure to all businesseswithin those areas of
expenditure, and the percentage of the total expenditure
represented by expenditures to minority-owned businesses.

.~~:>· •..J~c·· ••Staff.·l\rla~· •••~· .•~~.jt>.(;)~;~~· ••••·•• •··•·.•. ,..•.......................

In contrast to above, the informationcontained in this table
presentsa short description of each agency's ten largestareas of
expenditureto aU businesses. Included in this information is the
area of expenditure, the object code associatedwith that area of
expenditure, the total amount of expendituresmadewithin this
category, the total amount of expenditures madeto minority­
owned businesseswithin this category, and the percentage of total
expenditures represented by expendituresmade to minority­
ownedbusinesses.

MBE = MinorityBusinessEnterprise
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Responsible for the administration
of the third largest state-maintained
highway system in the nation, VDOT is
the State's largest procurer of goods and
services from minority-owned
businesses. VDOT has an extensive
program to promote minority
participation. VDOT has a goal-based
program which addresses women-owned
and disadvantaged businesses, as well
as minority-owned businesses.
Combined, VDOTs goal is to allocate 10
percent of federal-aid monies to these
categories. VDOTs goal on State-­
funded construction projects was three to
five percent until the goal was dropped in
January 1996.

JLARC's analysis of CARS
records found that VDOT procured a total
of $22.1 million from minority businesses
in FY 1994 and $31.6 million in FY 1995.
By comparison, VDOT reported to OMBE
orocurernent of $39 million in FY 1994
md $19,153,247 of a $403,122,012 base
in FY 1995. The disparity between these
data are thought to be a timing issue
which is a result of VOOTs use of fund
obligation and JLARC's use of vendor
payment.

To support its program, VOOT
conducts a variety of training and
information programs. One of these ­
VDOTs disadvantaged business
enterprise orientation (DBE) program - is
discussed as a best practices case stuoy
in Chapter 4. VDOT also conducts its
own certification program, which is even
more rigorous than the OMBE program
because of federal requirements.

VDOT has been in compliance
with statutory requirements to have
written minority procurement programs
since 1982. It also has an annual action
plan to accomplish its goals. The agency
reports that it sometimes has problems
locating minority businesses, particularly
in more rural areas.

··t..ame$tIVlSEE~periait.ur_~~':;D~·-,gEJnCY••··JtQtal
.~,,;9f·~~ItU ....· ••·•••·•••.•••••·.; ....·.Pt1~;.i .•·••·••• c.. ·ir•..··i ....~~~I.·· •.•.••••·•••,••• ·•·.·.••• ·•·• '/~nt

.. .·~(501)ExpeftdltlJreEXPenditureof,..otal
Highway Repair and $16,475,026 $310,493,034 5.50%
Maintenance (1255)

Construction, Highways $6,464,238 $466,441 ,177 1.40%
(2323)

Computer Processor $4,255,859 $5,769,782 74.00%
Equipment (2212)

Architectural and $1,422,046 $72,006,734 2.00%
Engineering (1261 )
Custodial Services $592,540 $2,987 ,406 20.00%
i(1251)
Equipment Rentals I $504,31 6 $33,655,903 1.50%
1(1534)
Refuse Service Charges $224,348 $722,037 31.07%
(1543)
Outbound Freight $146,960 $1,224,581 12.00%
Services (1212)
Manual Labor Services $146,255 $3,254,665 4.49%
(1266)
Skilled Services (1268) $109,976 $5,332,081 2.06%
Sb~:•••• vLARC···.St8ff.AnalYsi$·Qf~;1995~~i~$···················

.• l..ara..t.~gencv'EXpigdiKIr~IEi8ercl"~·'>·

Construction, Highways $466,441 ,177 $6,461 ,238 1.40%
(2323)

Highway Repair and $301,493,034 $16,475,026 5.50%
Maintenance (1255)

Construction, Bridges $123,669,718 $109,198 0.09%
(2321)
Architectural and $72,006,734 $1 ,422,046 2.00%
Engineering (1261)
Equipment Rentals $33,655,903 $504, 316 1.50%
(1534)
Motor Vehicle $30,954,585 $19,573 0.06%
Equipment (2254) .
Construction $16,833,685 $21 ,523 O. 13%
Eauioment (2253)
Vehicle Repair and $8,339,049 $25,41 3 0.30%
Maintenance (1355)
Construction, Bridges $6,403,356 $1,054 0.02%
and Hiqhwavs (2327)
BUilding Repair and $5,780,486 $18,004 0.31%
Maintenance (1351)
Source: JLARC StaffAnalysis ofFY 1995DOA .Records
MBE = Mlnonty BUSiness Enterpnse
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MBE = Mlnonty BusinessEnterpnse

Office Supplies(1312) $120,398 $1,992,879 6.00%
,liiii~!)~IEiI·~j:;.·.;.•. :················ ·····.•• :!(I:ftI:I.·mllli_:;··J!i!\\;;;!{;!;~i2;:::; ..i

$208,703 $2,188,143 9.50%
$129,876 $35,562,051 0.37%

$1,635,659 $11,102,384 15.00%

$1,579,262 $19,702,753 8.00%

$1,009,881 $4,698,885 21.00%

$861,547 $36,888,662 2.30%

$461,820 $1,907,343 24.00%

$271,659 $9,749,554 2.80%

$237,529 $3,400,780 7.00%
Laboratory Supplies(1341)

Printing Services (1215)

Skilled Services (1268)

Medicaland Dental
Supplies(1342)

BuildingRepairand
Maintenance Materials
1351

Plant Repairand
Maintenance services
1257

ComputerPeripheral
Equipment(2211)

ComputerProcessor
Equipment(2212)

Merchandise(1334)

;i;i;~::;lt:~:~;?\·__t.:"genCMi;E&ei.I8_S&~i,8EinI1,;i;:I'i:j!;:\:):~

:':~.;_1••!;lt~,j ~.rd=~!i:Ii;WI~It.~
Skilled Services (1268) $36,888,662 $861 ,547 2.30%

Construction, Buildings $36,302,708 $0 0.00%
(2322)

Medicaland Dental $35,562 ,051 $129,876 0.37%
Supplies(1342)

Merchandise (1334) $19,702,753 $1,579,262 8.00%

ComputerProcessor $11,102,384 $1,635,659 15.00%
Equipment (2212)

Laboratory Equipment $9,906,758 $53,614 0.54%
(2241)
Laboratory Supplies (1341) $9,749,554 $271,659 2.80%
Equipment Repair and $5,853,81 8 $67,609 1.20%
Maintenance Services

1(1253)
Telecommunications $5,690,080 $0 0.00%
Services (1217)

Construction, BUilding $5,336,569 $0 0.00%
Improvements (2328)

souttef.·;J~C·;Staff.ArJaIYSi$0f.·F'J'.···1.99500A··Records
.

The University of Virginia, located
in Charlottesville, enrollsover 22,000
students. Its medica' center is one of two
state-operated teaching hospitals. The
UVA Boardof Visitors also has oversight
of Clinch ValleyCollege.

Datapresented in the
accompanying tablescombinethe
academic division, the medicalcenter,
and Clinch ValleyCollege. (It should be
notedthatJLARC'sanalysisexcluded
CARSobjectcodes 1231-1235, which
could impactmedical centerdata.)

AfterVDOT, UVA is the largest
procurerof goodsand servicesfrom
minomy-owned businesses. In FY 1995,
LNA spent$7,395,045 withminority
firms, or 3.2 percentof the $234 million
base. In FY 1994, the amountwas
$5,847,461, or 2.6 percentof a $221
millionbase. By contrast, UVA estimates
that it will spendalmost $10 millionwith
minority firms in FY 1995.

UVA has an activeprogramto
';O!iCi~ business with minority-owned
arms For the pastthree years, UVA has
been awarded the annualMIC Gold Star
Awaid as the PublicAgency/Organization
of the Year fer :tsbusinessactivitiesand
programs for minority-owned companies.
One of the uniquefeaturesof lNA's
programis its establishment in 1990 of
an Officeof MinorityProcurement
Programs, whichemploys a full-time
director. This programis discussedin
detail in ChapterIV of this reportas a
best practiceprogram.

Among UVA's minority
procurement activitiesare quarterly
vendor seminars, an annual minority
vendor seminar, and frequentmeetings
betweenthe programdirectorand
minorityvendors. The University has its
own data base of more than 1000
minority-owned businesses.
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0.00%

0.00%

0.00%

0.00%

$0

$0

$0

$749,809 $0 0.00%

$5,200,855 $805 0.02%
$4,802,450 $4,098,035 85.00%

$2,297,465

$3,498,832

$2,606,908

$1,129,528 $25,989 2.30%

$1,761,619 $1,550,266 88.00%
$1,611,440 $160,110 9.90%

Building Rentals (1535)

Office Supplies (1312)

Clerical services (1263)

Infonnation Management
Program Design and
Development (1272)

Management Services
(1244)

Computer Peripheral
Installment (1561)

Computer Peripheral
Equipment (2211)

Fiscal Services (1242) $505,102 $0

Computer Peripheral
Capital Leases (1521)

Merchandise (1334)

~~~ltii~'?;";1~

~...j~i___
Computer Peripheral $4,098,035 $4,802,450 85.00%
Equipment (2211)

OfficeSupplies (1312) $1,550,266 $1,761 ,619 88.00%
Merchandise (1334) $160,110 $1,611,440 9.90%
Electrical Repairand $92 I 365 $256,840 36.00%
Maintenance (1252)
Computer SoftwareCosts $63,121 $295,3bu 21.00%
(1279)
Printing Services (1215) $47,260 $291,094 16.00%
Clerical services (1263) $25,989 $1,129,528 2.30%
Computer Hardware $24,445 $73,981 22.00%
Maintenance (1274)
Equipment Repairand $20,453 $139,486 15.00%
Maintenance (1253)
Computer Processor $18,748 $26,865 70.00%
Equipment (2212)

.1II::;i~~~~t::.... 1Ii1·iil.f)_BRiili1~iim~i~@ti1~:·~;1:;;~

TheDepartment of Social
Services (DSS) provides a varietyof
services to low-income families. Among
itsmajor program responsiblities are the
administration of the Aid to Families with
Dependent Children program and the
Child Support Enforcement Program. It
alsohelps fund andcoordinate the
activities of 124 localdepartments of
social services.

In FY 1995, DSSspenta totalof
$6,175,071 with identified minority
businesses, or 22 percentof a
$28,216,266 expenditure base. In FY
1994, DSSspent$1,616,046, or 8.3
percent of a $19,381,508.23 base.
Agency reports to OMBE for theseyears
include only$22,369 in minority
expenditures in FY 1994 and $175,302
for FY 1995. Agencypersonnel
explained that the reporting cyclewas
suchthat they usuallydid not have
3ufficient time to fully capture their
minority expenditures.

The department is in compliance
withstatutory requirements to havea
written minority procurement policy and
participates in someoutreach programs.
Thedepartment reports that "minority
firmsare invited to visit the department
andexplaintheirgoods/services,
responding firmsare addedto [the]
bidders lists."

The department maintains a
vendor list of its own, and periodically
addsminoritybusinesses to this list. The
department uses OMBE's list, but does
notprovide DMBEwiththe namesof new
firms it identifies. The agencyindicatesit
has no problemsidentifiying minority
firms.

MBE=Minority Business Enterprise
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MBE =Mlnonty Business Enterpnse

$108,502 $3,613,556 3.00%
$100,529 $939.820 11.00%

.....

$2,753,436 $6,371,623 43.00%

$436,487 $2,518,737 17.00%

$352,894 $952,959 37.00%

$330,308 $1,397,634 24.00%

$300,945 $2.516,383 12.00%
$191,367 $1,624,505 12.00%
$142,595 $1,575,643 9.00%

$131,758 $2,840.118 4.60%

Custodial Services (1251)

Computer SoftwareCosts
(1279)

Skilled Services (1268)
Office Supplies (1312)

Architectural and
Engineering (1261)

Printing Services (1215)

Computer EqUipment
Improvements (2218)

Computer Processor
Equipment (2212)

Educational Equipment
(2222)

Computer Peripheral
Equipment (2211)

:;·'~,;:·;;·:[[¥illii.I!.••~i1~··.········ ·····._Ie,.__;;':;;; ......·.. :;;
Construction, Buildings $12,379,369 $0 0.00%
(2322)
Computer Peripheral $6,371,623 $2,753,436 43.00%
Equipment (2211)
Construction, Building $5,613,782 $0 0.00%
Improvements (2328)
Skilled Services (1268) $3,613,556 $108,502 3.00%
Architectural and $2,840,118 $131,758 4.60%
Engineering(1261)
EducationalEquipment $2,518,737 $436,487 17.00%
(2222)
CustodialServices (1251) $2,516,383 $300,945 12.00%
Building Rentals (1535) $2 ,152,626 $46,033 2.10%
Site Improvements (2131) $2,104,794 $0 O.OOO(cl
PrintingServices (1215) $1,624,505 $191,367 12.00%
~~._~;.staff'~'VSi$;ti:fM~9.95:~·Rec<iQtt:h ;c):{){'

The VirginiaCommunity College
System consists of a centraloffice and
23 two-year collegeslocatedon 33
campusesacross the State. For the
purposesof this study, data on the
central office and the 23 collegeswere
treated as a single entity. The colleges
were surveyed separately, however, with
regardsto their policiesand programs.

Combined, the VCCS spenta total
of $5,559,758 with minority-owned
businesses in FY1995, or 7.7 percentof
an expenditure base of $72 million. In
FY 1994, the systemspent$4,887,321,
or 8 percent of an expenditure base of
$61 million. The systemreported to
DMBE paymentsof $2,733,114 of a $72
million base in FY1994, and $4,641,518
of a $115 million base in FY 1995.

Eight of twenty-three community
colis-gas have written policies,as
required ty statute. Yet, several of the
,:-{.ile~~~s indicated that despitenot having
o written polic.y of their own, they
followed proceocres mandated by the
Commonwealth of Virginia and the
Agency Procurement and Surplus
Property Manual. Although programsat
the different coilegesvary somewhat, 16
out of the 23 communitycolleges
participate in outreach or informational
activitieswhich inform minority
businesses of procurement opportunities.
The majorityor the outreach conducted
by the community collegestakes place in
the form of announcementsin Virginia
Business Opportunities(VBO). Eight

~ community colleges, scattered
throughout the state, reported that they
experienced difficulty locatingminority
firms.
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ComputerHardware $3,383,842 $6,534,001 52.00%
Maintenance (1274)
ComputerOperating $989,173 $1,364,092 73.00%
Supplies(1 373)
Management services $761,784 $1,269,698 60.00%
(1244)

PrintingServices(1215) $66,646 $327,944 20.00%
Public Information and $61 ,594 $24,295,931 0.25%
PublicRelations(1 246)
OfficeSupplies (131 2) $28,580 $113,440 25.00%
Photographic Supplies $22,720 $25,718 88.00%
(1 377)
BuildingRentals (1535) $21 ,370 $1 ,349,874 1.60%
Stationery and Forms $12,709 $91 ,452 14.00%
(1313)

EquipmentRepairand $5,582 $70,835 7.90%
Maintenance (1253)
·~~;~!;:Itrfillilt· :····.··]~j:lliifil·~~!~!1~$·;;i.····

$3,383,842 52.00%

0.00%

0.00%

0.00%

0.00%

$0

$0
$0

$0

$3,393,905

$3,911,868

$6,534,001

$2,686,341

$2,466,528

$24,295,931

Computer Peripheral
Capital Leases(1521)

Public Infonnation and
PublicRelations (1246)

Merchandise (1334)

Equipment Capital Leases
(1524)

Computer Hardware
Maintenance (1274)
Telecommunications
Services(Non-state) (1217)

An independent agency, the
StateLottery Department operatesthe
State's instantticketandon-line lottery
games.

In FY 1995, the Lotteryspent
$5,377,960 withminority businesses.
This represents 10percentof the $53
millionbase. In FY1994, the Lottery
spent$4,291,895, or 7.8 percentof a
$55 millionbase, withminority
businesses. However, these numbers
may be somewhat distorted by the
report'somission of second-tier
expenditures. By comparison, the
Lotteryreported $4,979,397 in minority
expenditures out of a $37 millionbase in
FY1994. No report has been submitted
for FY1995. The Lottery is working
towardsa goalof 20 percent minority
oarticipation.

The Lottery has its own
t->rocurement policies. These policies
includewritten nondiscrimination and
minorityparticipation provisions.

Lotteryexpenditures with
minoritybusinesses are spread over a
fairlywide varietyof categories. The
departmentreportsthat much of the
Lottery'sbusiness is done with Games
of Virginia, a minority-owned firm which
serviceslotterymachines. The
departmentreports that it also attempts
to regularlysolicit minoritybusinesses.

Computer Operating
Supplies (1373)

$1,364,092 $989,173 73.00%

Building Rentals(1535) $1,349,874 $21,370 1.60%
Management services
(1244)

$1,269,698 $761,784 60.00%

ExpressServices (1211) $751,112 $0 0.00%

MBE= MinorityBusiness Enterprise
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0.40%

0.02%

0.52%

1.30%
3.30%

1.30%

$2,058

$77,613

$98,679

$270,893 50.00%

$146,220
$340,958

$106,556

$1,151,809 $4,682,257 25.00%

$428,845 $2,376,540 18.00%

$413,790 $50,347,196 0.82%

$340,958 $10,242,648 3.30%
$227,258 $2,317,210 9.80%
$198,911 $1,654,757 12.00%
$176,208 $1,418,558 12.00%
$146,220 $11,427,544 1.30%
$145,914 $593,331 25.00%

$6,738,762

$4,682,257 $1,151,809 25.00%

$136,342

$24,615,921

$14,972,344

LaboratorySupplies (1341) $10,242,648

Office Furniture (2262)

Laboratory Supplies (1341)
Office Supplies (1312)

Construction, Buildings
(2322)

Computer Equipment
Improvements(2218)
Photographic Supplies
(1377)

Printing Services (1215)

Merchandise (1334)

Managementservices $10,218,071
(1244)
EquipmentRepair and
Maintenance(1253)

Medical and Dental
Equipment (2242)

Medical and Dental
Supplies (1342)

Merchandise (1334) $11,427,544

ComputerPeripheral
Equipment (2211)

Computer Processor
Equipment (2212)
Medical and Dental
Supplies (1342)

computer Peripheral
Equipment (2211)VirginiaCommonwealthUniversity

(VCU) buys a wide array of goods and
services from minority-owned
businesses. For purposes of this review,
VCU and the Medical College of Virginia
(MCV)are treated as a single entity.

In FY 1995,VCU spent
$4,638,568 on goods and services from
minority-owned businesses, or 2.5
percentof a $188,314,408base. In FY
1994,VCU spent $5,222,197,or 2.9
percentof a $180 million base. By
comparison, VCU reportedto OMBE
spending of $3,052,206 in FY 1994 and
$3,828,083 in FY 1995.

VCU has a written policy in
compliancewith statute. The policy
specifiesthat all RFPs be advertised in
the Richmond Free Press (a minority
newspaper) as well as in the Richmond
Time -Dispatch, The universityalso
requi·es i:,at a;i IFBs and RFPs be
!l':::lil€;.... t; D~iBE ar,d three Richmond
E·-ea minority aVe 'ness associations.

The uni',.·,isity reports some
difficulty in iden:~~yjng minority firms and
reportsthe need for "an electronicdata
set of minority firms." The agency states,
" ...Updating and maintaining a current
list of minority suppliers is very labor
intensive."

VCU reports participating in a
number of outreach activities, including
workshops, training, job fairs, and other
activities.

Construction, Building
Improvements (2328)

$4,214,234 $60,889 1.40%

Building Rentals (1535) $3,408,793 $194 0.01%
SOi.trCe:·•••••iJE.ARC·Staff·~s()f:·F¥ ••••1995···.00A··aecords .
MBE :: Minority BusinessEnterprise
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1.10%

0.80%

5.00%

1.70%

2.70%
0.04%$359

$780 0.02%

$17,100

$25,668

$52,894
$24,092

$123,510

$194,328 12.00%

$1,551,899 50.00%

$904,381
$890,412

$3,940,004
$3,081,159

$1,638,998

$1,527,942

$1,053,167

$11,667,110

Food and DietarySupplies
(1362)

Clerical services (1263)

Building Rentals (1535)

~:'~, ..

Computer Peripheral $1,551,899 $3,081,159 50.00%
Equipment (2211)
Computer Processor $234,998 $676,485 35.00%
Equipment (2212)
Public Informationand $194,328 $1,638,998 12.00%
Public Relations (1246)
Medical and Dental $123,510 $11,667,110 1.10%
Supplies (1342)
Printing Services (1215) $96,226 $727,236 13.00%
Office Supp:ies (1312) $92,025 $877,766 10.00%
Custodial Services (1251) $83,006 $486,761 17.00%
EducationalSupplies $64,573 $539,064 12.00%
(1374)
ComputerSoftware Costs $62,892 $352,028 18.00%
(1279)
Clerical services (1263) $52,894 $1,053,167 5.00%
:_l~f__;

ComputerPeripheral
Equipment (2211)

Public Informationand
Public Relations (1246)

laboratory Supplies (1341)

Medicaland Dental
Supplies (1342)

Telecommunications
Services (Non-stat~) (1217)

Land and Building Rentals $2,150,185
(1537)

Management Services
(1244)

The Virginia Department of Health
coordinatesthe deliveryof health-related
servicesthrough 120 local health
departments. Medical, public health, and
environmental healthservicesare offered
throughoutthe State.

In FY 1995,the Department of
Healthspent $2,912,250 with minority­
owned businesses, or 2.8 percentof a
$105 million base. In FY 1994, the
departmentspent $2.2 million, or 2.6
percent of an $84 millionbase. By
contrast, the department reported
spending $1,901,309 with minority
business in FY 1994 out of a base of $51
million. No FY 1995 reporthas been
submitted.

The departmentdoes not havea
written program,as required by statute,
but reports that it uses the policy issued
byDGSIDPS.

The departmentindicated in its
iurvey to JLARC that it participated in
outreach activities to inform minority
businesses of procurement activities.
For instance, in FY 1995, the agencyhas
listed among its outreachactivitiesthe
posting of announcements in VBO.

However,the department
indicates that it has experienceddifficulty
in identifying minorityfirms availablefor
State contracts. In addition, the
department notes in its surveythat it was
"unknown"whether it had requested
assistance from DMBEbecause"the
Health Department has over 200
locations."

~1ii~,.~~~:~"_·:.II!jl.;"';~$,·.:I'?>··;···

MBE =MinorityBusinessEnterprise
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The Departmentof Corrections is
responsible for the secure confinement of
approximately 23,000 felons in Virginia
prisons, field units, and work release
centers. For the purposes of this review,
those entitiesare included, along with the
central office, in the data presented in this
report.

In FY 1995, the DOC spent
$2,844,379with minority businesses, or
2.9 percent of a $97 million base. In FY
1994, the departmentspent $2.2 million,
or 3.7 percent of a $60 million base. By
comparison,DOC reported FY 1994
minorityexpenditures of $1.9 million from
a $58 million base.

DOC has a written policy regarding
minority procurement, as required by
statute. This policy directs DOC
purchasing officers to use DMBE's and
DGS's lists of minoritybusinesses. It also
directs purchasing officers to "notify
DMBE whenever a minority not listed with
their office is utilized." In addition, DOC
requires purchasing officers to advertise
solicitations over $5,000 in minority-owned
newspapers.

The department indicated that size
is a barrier to full participation by minority
businesses. "Minority firms are often
small and lack the financial resources to
prepare formal written proposals that can
successfully compete for large state
contracts.11

DOC's procurementmanager
indicated that the departmenthas been

_ using a CARS data search similar to that
used in this report. He indicated that
preparation of such reports at the State
level would save time and money.

~B1e$t:,MBe~iegnaitU_tej~_t.;.·.gij.QY:0I"otal·

Apparel Supplies (1311) $252,459 $892,903 28.00%
Office Supplies (1312) $206,359 $860,548 24.00%
Manufacturing Supplies $189,843 $13,658,499 1.40%
(1333)
Coal (1 321) $ 165,555 $999,8n 17.00%
Law Enforcement Supplies $154,316 $539,328 29.00%
(1376)
Construction, Building $143,072 $4,652,746 3 10%
Imprc·.·aments (2328)
Food and Dietary Supplies $140,069 $4,786,880 2.90%
(1362)
Computer Peripheral $115,186 $1,105,340 10.00%
Equipment (2211)
Computer Software Costs $110,432 $273,094 40.00%
(1279)
PhotographicSupplies $105,546 $155,675 68.00%
(1srt,
SOUree:.·••3~C::Staff~Sis···(jf:J3¥·'tT'99Q:ElC>~··a~s··i; ..... ·:

"", ,········:····'··:L.i.raesl.aenQy.:EXpenlitliIiSJllIiE·:liJq••·!.. '

Construction, Buildings $20,090,253 SO 0.00%
(2322)
ManufacturingSupplies $13,658,499 $189,843 1.40%
(1 333)
Merchandise (1 334) $6,485,091 $18,474 0.28%
Food and Dietary Supplies $4,786,880 $140,069 2.80%
(1362)
Construction, Building $4,652,746 $143,072 3.1 0%
Improvements (2328)
Building Rentals (1535) $4,274,920 $0 0.00%
Mechanical Reoair and $3,002,955 $70,688 2.40%
Mainte1ance (1354)
Medical and Dental $1,857,820 $73,996 4.00%
Suppses (1342)
Building Repair and $1,651,531 $31,700 1.90%
Maintenance (1351 )

Architectural and $1,617,161 $67,500 4.20%
Engineering (1261)

Source: JLARC StaffAnalysis.of·FY 1995 OOA·Records
MBE =MinorityBUSiness Enterpnse
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0.00%

0.55%

0.00%

0.00%
0.00%

$0

$0

$0
$0

$3,080

$36,436 4.40%

$94,762 18.00%

$546,377 71.00%

$160,688 45.00%

$768,758

$624,183

$831,871

$555,370

$359,275

$537,293

$349,270

$269,082
$244,421

$5,528,773 $1,613,562 29.00%

Construction, Buildings
(2322)
ComputerPeripheral $546,377 $768,758 71.00%
Equipment(2211)
Educational Equipment $160,688 $359,275 45.00%
(2222)
Mechanical Repair and $94,762 $537,293 18.00%
Maintenance (1256)
Plant Repairand $56,820 $212,717 27.00%
Maintenance (1257)
Skilled Services(1268) $36,436 $831,871 4.40%
EquipmentRepair and $28.911 $212,117 14.00%
Maintenance (1253)
Office Supplies (1312) $26,536 $110,502 24.00%
PrintingServices(1215) $25,611 $202,415 13.00%
CustodialServices(1251) $25,136 $47,659 53.00%

Skilled Services (1268)

Construction. Buildings
(2322)

ComputerPeripheral
Equipment (2211)

Architectural and
Engineering (1261)

Laboratory Equipment
(2241)
Gas (1322)

Mechanical Repairand
Maintenance (1256)
Educational Equipment
(2222)

MBE= Minority Business Enterprise

Construction, Building
Improvements (2328)

Reclamation Services
(1258)

Serving over 8,000students,
NorfolkState University (NSU) is a
historically blackinstitution located within
the City of Norfolk. The Universityhas
thirtydepartments offering degrees in over
sixtysubjects.

In FY 1995, the University procured
$2,832,030 from minority-owned
businesses or 20 percentout of a base of
$14,329,374. NSU rankseleventhamong
agencies in the percentage of agency
expenditures goingto minority-owned
firms. In addition, although NSU ranks
twenty-sixth amongStateagencies in
overallexpenditures for FY 1995, the
University;stenth in MBE expenditures.
In FY 1994NSU procured $15,414,412 in
total goodsand services. Of that total,
$1,730,753 was spentwith minority
vendors accounting for 11 percentof
overallagencyexpenditures.

In compliance with statutory
equirements, NSU has written policy

facilitating the participation of small
businesses and businesses owned by
minorities and women. The policy states
that personnel should: (1 )"soJicit a
minimum of two minority vendorswith
each telephone and writtenbid, where
applicable;" (2)"ensure that a minimumof
16 no bid contracts are awardedto
minorityvendorseach month;"and
(3)"initiate otheractionswhen appropriate
to promoteminorityprocurements."

NSU reportedthat it participatesin
a varietyof outreachactivitiesincluding
workshopsand training programs, job and
trade fairs, and distributingliterature
explainingthe procurement process. In
addition, NSU hostedan open housefor
Minority, Small and Female--Owned
Businesses. Finally, NSU advertises in
Virginia BusinessOpportunities and in
minoritypublicefions.

Despiteparticipating in a numberof
outreach activities, NSU reported that it
had experienceddifficulty in identifying
minority firms availablefor Statecontracts.

G-10



computer Processor
Equipment (2212)

Virginia Polytechnic Instituteand
State University (VPI), enrollsover 25,000
undergraduate and graduatestudents. In
additionto the Blacksburg campus,VPI
also includesa Northern Virginia Graduate
Centerand other off-campus locations.

Datapresented in the
accompanying tables includethe VPI
Instruction Division. the Virainia
Cooperative Extension anlAgricultural
Experiment StationDivision, and the VPI
Research Department. InFY95, VPI
spent $2,625,774 out of a base of
$102,516,877 or 2.56 percentoftotal
expenditureswith minorityfirms. Similarty,
in FY 94 the amountexpendedto minority­
owned businesses was $2,688,476or
2.58 percentout of a $104,066,073 base.

In compliance with statute,VPI has
a written policy facilitating the participation
of small and minority-owned businesses.
The policyspecifiesthat "the buyingand
contracting staff indude a minimumof one
minoritysource in all writtenand phone
quotationson purchasesexceedinga cost
of $2,000." The policyfurther states that
"as the dollar amount increases, the
numberof minorityvendorsshould also
increase." In addition, the policy
encouragespersonnel to "attend minority
seminarsand trade shows."

Since 1986-87,an annual minority
procurementgoal has been established
and submitted to the DMBEat the
beginning of each fiscal year. VPI also

r reports participating in a number of
outreach activities. In addition, VPI
participates in the Virginia Regional
Minority SupplierDevelopmentCouncil's
Mentor ProtegeProgram.

In order to increaseaccess to State
business,VPI recommends automating
the DMBE's minorityvendor list and
developinga more comprehensive state­
wide databaseof minorityvendors.

ComputerPeripheral
Equipment (2211)
Merchandise(1334)
ComputerOperating
Supplies (1373)
Architecturaland
Engineering(1261)
Office Supplies (1312)
EquipmentRepairand
Maintenance(1253)
Laboratory Supplies (1341)
ComputerSoftware Costs
(1279)
BuildingRepair and
Maintenance(1351)
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$558,230 $7,925,964 7.00%

$250,919 $4,757,627 5.30%
$166,759 $1,301,052 13.00%

$131,053 $3,668,181 3.60%

$85,021 $2,620,617 3.20%
$75,766 $1,873,544 4.00%

$58,859 $3,822,366 1.50%
$54,316 $2,433,458 2.20%

$50,107 $1,533,050 3.30%

$9,170,452 $38,620 0.42%
$7,925,964 $558,230 7.00%

$5,450,073 $612,243 11.00%

$4,757,627 $250,919 5.30%
$4,275,385 $1,854 0.04%
$3,822,366 $58,859 1.50%
$3,668,181 $131,053 3.60%

$3,508,352 $8,639 0.25%

$3,028,998 $20 0.00%



AppendixH

Agency Responses

As part of an extensive data validation process, State agencies involved in a
JLARC assessment effort are given the opportunity to comment on an exposure draft of
the report. This appendix contains the following responses:

• Secretary of Administration
• Secretary of Commerce and Trade
• Department of Corrections
• Department of General Services
• Department of Military Affairs
• Department ofMinority Business Enterprise
• Department of Rail and Public Transportation
• Department of Transportation
• University of Virginia

Appropriate technical corrections resulting from the written comments have
been made in this final version of the report. Page references in the agency responses
relate to an earlier exposure draft and may not correspond to page numbers in this
version.
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COMMONWEALTH of V1RGINIA
Office of the Governor

George Allen
Governor

January 4, 1995

Mr. Philip A. Leone, Director
Joint Legislative Audit and Review Commission
General Assembly Building
Richmond, Virginia 23219

Dear Mr. Leone:

Michael E. Thomas
Secretary of Administration

Thank you for the opportunity to review and comment on the exposure
draft of "Minority-Owned Business Participation in State Contracts." I am in
general agreement with the findings and recommendations in this report and.
would like to comment on two items. .

1. Sole Source Procurements

There is a statement on page 54 of the draft which says, "There are no
minority-owned business solicitation requirments in sole source procurements."
While this statement is correct, I believe that the language should be clarified to
reflect why. If sale source procurements are properly used, then there would be
only one source from which to obtain the service or commodity, regardless of
whether or not the vendor is a minority-owned firm. This being the case, it would
not be possible to institute additional solicitation requirements. The current
language leaves the impression that additional requirments should be put in place.

2. Memorandum on Procurements over $100,000

Some minority-owned contractors have expressed concern over this
requirement, as bidding points are awarded based on use of minority-owned firms
as sub-contractors. Since, as your report points out, many minority firms are
relatively small, they often do not find it financially feasible to sub-contract work
on jobs which amount to only a few hundred thousand dollars. Yet, these same
minority-owned firms are placed at a disadvantage in the bidding process because
'a large, often out-of-state firm which is not minority-owned can afford to sub­
contract work and win these extra bidding points. In my mind, this is an absurd
situation to have.

P.O. Box 1475 • Richmond, Virginia 23212 • (804) 786-1201 • TOO (804) 786-7765



Mr. Philip A. Leone
January 4, 1996
Page Two

I also am concerned about the legality of this requirment, in that bidding
points are awarded on the basis of race. While this requirement has not been
tested in the courts, I am not convinced that the provisions would stand up to
scrutiny.

Again, I appreciate the opportunity to comment on this report and look
forward to working with you and the members of JLARC as we make needed
changes.

Mli
Michael E. Thomas



George Allen
Governor

Memorandum

COMMONWEALTH of VIRGINIA
Office of the Governor

January 15, 1996
RobertT. Skunda

Secretary of Commerce and Trade

To:

From:

Subject:

Philip Leone, Director
Joint Legislative Aud~~ and Review Commission (JLARC)

,:: j ,

R b T Sk d
/1 f F.1- t::, --./t «: ;,;_l ,,..-'

o ert . un al~ .

Endorsement of Department of Minority Business Enterprise (DMBE)
Comments

I concur with the comments of Jim House, Director of DMBE, regarding the JLARC
exposure draft on Minority-Owned Business Participation in State Contracts. The agency
recognizes that, historically, goals regarding state contracts with minority-owned businesses
have never been met. DMBE is, however, currently executing a plan that has already resulted
in tremendous progress.

I have full confidence that this plan, established by Mr. House, will continue to prove effective
and responsible in meeting the needs of Virginia's minority-owned business conununity.

P.O. Box 1475 • Richmond, Virginia 23212 • (804) 786-7831 • TDD (804) 786-7765



N ANGELONE
lECTOR

COMMONWEALTH of VIRGINIA
Department of Corrections

January 12, 1995

P. O. BOX 26963
RICHMOND. VIRGINIA 23261

(804) 674-3000

Mr. R. Kirk Jonas
Joint Legislative Audit and Review Commission
Suite 1100, General Assembly Building
Capitol Square
Riclunond, Virginia 23219

Dear Mr. Jonas:

Thank you for your letter dated December 21, 1995, and companion statistics describing
the results of your agency's recent minority purchasing survey of State agencies. While the
documents reflect positively on our procedural measures for promoting maximum use ofminority
business enterprises (MBE's), I believe there is a need to comment on the reported statistics
applicable to this agency.

Your agency's analysis ofCARS records would not have captured the indirect
expenditures made by DOC to minority construction sub-contractors, through payments made to
our prime contractors. I note your understanding of this point when you state "We recognize
that the data presented may not represent the entirety of your agency's minority
expenditures." Although we have attempted repeatedly to obtain minority subcontract spending
data from our prime contractors, there is reluctance on their part to maintain such records. Ifwe
had this information, I am confident that the percentage for MBE construction depicted in
Appendix G-8 would register more than the 0% figure shown.

While we are generally able to utilize MBE's in urban situations, we experience difficulty
_in the more rural areas of the state. Many of the smaller :M.BE percentages listed in the report
tend to underscore this fact. I assure you that this Department is committed to promoting the use
of small, women and minority owned business whenever possible. That has, and will continue to
be, our policy.

Attaclunent

c: The Honorable Jerry W. Kilgore



COMMONWEALTH of VIRGINXA
DEPARTMENT OF GENERAL SERVICES

DONALD C. WILLIAMS
DIRECTOR

D B. SMIT
DEPUTY DIRECTOR

1anuary 5, 1996

MEMORANDUM

202 NORTH NINTH STREET
SUITE 209

RICHMOND, VIRGINIA 23219

(804) 786-6152 VOICE/TDD
(804) 371-8305 FAX

TO:

FROM:

SUBJECT:

Mr. Philip A Leone . / , f){v'~

Donald C. Williams~

JLARC Exposure Draft

Division of Purchase and Supply (DPS) staff and I reviewed your exposure draft,
Minority-owned Business Participation in State Contracts. In addition to
comments forwarded to you by Secretary Thomas, there are two other areas that
warrant comment.

Our first concern is the statement on page 55, second paragraph. The JLARC
survey suggests that, of the 19 minority firms holding contracts, "three firms
were not actually minority-owned. DPS staff has pulled vendor applications to
determine if such discrepancies may exist. We found that two of the firms
questioned are franchises or distributors for major manufacturers and may be
minority-owned. On January 4, 1996, DPS staff met with Marcus Jones of your
staff to discuss this issue. Marcus agreed to conduct further research. If the
information changes, I expect that it will be reflected in your report.

Your report indicates that DPS' Procurement Review Section does not check for
minority participation on a routine basis. You might indicate that since the
majority of procurement transactions are handled under phone quote procedures,
the responsibility for monitoring compliance rests with the Department of
Minority Business Enterprises. Procurement Review does monitor Small, Women
and Minority (SWAM) requirements for Requests for Proposals over $100,000.
and makes agencies aware of minority registration procedures through our vendor
registration system at DPS.



Please let me know if you have any questions. Thank you for the opportunity to
review the exposure draft.

c. The Honorable Michael E. Thomas
D. B. Smit
David H. Driver



CARROLL THACKSTON
MAJOR GENERAL

THE ADJUTANT GENERAL

COMMONWEALTH of VIRGINIA
Department of Military Affairs

Adjutant General's Office
600 East Broad Street

RICHMOND, VIRGINIA 23219-1832

VAFA January 10, 1996

Mr. Kirk Jonas
Joint Legislative Audit & Review Commission
Suite 1100, General Assembly Building
Capital Square
Richmond, VA 23219

RE: Minority Procurement

Dear Mr. Jonas:

We have reviewed a draft copy of the Minority-owned Business
Expenditure Report. Notable differences were found with your
report and the Minority Business Procurement Report we filed
with the Department of Minority Business Enterprise for the
period July 1 through December 31, 1994 as attached.

Noticeable differences are 'as follows:

During the first six months of the 1994-1995 fiscal year, our
agency far exceeded the established six percent goal based on
planned expenditures for the year. Your report indicates
minority expenditures for our agency at 2.1%.

When contacted, you indicated your calculations included
capital outlay construction expenditures. As these monies
were appropriated for this purpose in previous years, capital
outlay construction expenditures were not counted as
discretionary funds in determining our goal. No capital
outlay construction was awarded during the 1994-1995 fiscal
year.

In August 1994, our department awarded a $315,000 contract to
a minority contractor, Thompson Hospitality, LP based in
Reston, VA. Warren Thompson, is the Chief Executive Officer
and president of this food service company that provides
catering services for the cadets enrolled in our Challenge
Program. Your report does not include expenditures paid to
Thompson Hospitality.

-1-



Mr. Kirk Jonas, JLARC
January 10, 1996, Page 2

Your report implies that the Department of Military Affairs
did not meet its goal because a minority firm was either
dropped or not included in your database based on reasons
unrelated to whether the company is a minority business.

You indicated that a goal of this study/report is to
encourage agencies to assist minority businesses in
completing the certification process. We encourage you to
reevaluate your database of minority firms to assure that
adequate credit is given to our agency.

Sincerely!

(./7ll .' c .I;(:;.~ ICc?--_J,_ f -, {, \.. C.~ ./yt;-
Alice B. Jones
Sr. Purchase Officer

cc: James A. Gargasz, Deputy Administrator
MG Carroll A. Thackston, the Adjutant General
MAJ Edward Hevener, Deputy Chief of Staff



Jim House

Director

COMMONWEALTH of VIRGINIA
Department of Minority Business Enterprise

200-202 N. Ninth Street. 11th Floor

Ric: .-nond, Virginia 23219

January 11 ~ 1996

(804)786-5560

Fax (804) 371-7359

TDD (804) 371-892')

Toll Free (800) 223-067)

Mr. Philip Leone
Director
Joint Legislative and Audit Review Commission
General Assembly Building
Richmond, Virginia, 23219

Re: Minority-Owned Business Participation in State Contracts Exposure Draft, December 19. 1995

Dear Mr. Leone:

We greatly appreciate your inviting this department to provide oomments on the exposure draft you have developed
for your report on, uMinority-Owned Business Participation in State Contracts", pursuant to House Joint Resolution Nurr
554 which was passed by the 1995 General Assembly.

While there are elements of your report with which we do not concur, we concur with most of your determinations
and understand that minority business figures have been historically over-represented, however, there is continued upward
progress. As a business person, I appreciate the Governor's challenge that this department execute the mission of the
agency, operate more efficiently and serve its customers better.

It is the department's mandate and expressed purpose to improve minority business representation in state
contracting. Upon my appointment. the department immediately implemented a strategic planning initiative which we are
currently executing to resolve the very deficiencies you mentioned in your report.

Since I have been on board, the changes due to our strategic planning initiative have been positive. As you have
neted in your report, for the first time the department has impleroented two primary programs mandated by the General
Assembly that will result in increased awards to minority-owned businesses: the Interdepartmental Board, Virginia
Department of Minority Business Enterprise (IBfVDMBE); and, the Citizens' Advisory Board, Virginia Department
of Minority Business Enterprise (CAB) which is composed of leading business owners throughout the Commonwealth.
We believe that the IBlVDMBE and the CAB will improve results for minority-owned business awards competitively captured.

For the 1996-1998 biennium, the department's recommendation for funds to complete its management information
system has been approved by the Governor. Although the 3.9% figure developed by your study mayor may not prove to
be a reliable number once the recommended improved database and improved methodology for assessing minority
procurements are operational, we are confident based on your report that we are on the right track.

The Secretary of Commerce & Trade has placed special emphasis on these programs and has helped to coordinate
with the other secretaries to promote increased voluntary support and compliance with statutory requirements. All st...£­

agencies with independent procurement authority report to one of the secretariats. In developing its initial strategic

An Equal Opportunity Employer



. Philip Leone
. "gislative and Audit Review Commission

. 12,1996
ge 2 of 2

September, 1994, the department detennined that improved results can in fact be achieved with increased involvement
the Office of the Secretaries and the private sector, pursuant to existing legislative mandates.

Other initiatives by this department include emphases on the department's role and mission in the Governors
ppor1unity Virginia: A Strategic Plan for Jobs It Prosperity- and a Memorandum of Agreement executed between the
partment and the Department of Economic Development which significantly expands services being· made available to
l Commonwealth's minority business owners. The memorandum was executed pursuant to recommendations by the
tvernor's Commission on Government Reform (-strike Forcej.

Requirements for improved access to and reliability of data were identified in the department's development of its
ategic plan. According Iy,a program has been developed whereby the department will participate in the state's Statewide
dering System (·SOS·). Scheduled to be in operation in early 1996. the SOS will permit the department, procurement
icials and minority businesses to communicate via online systems. We determined early a need for an ::"i"~roved

tabase and methodology for assessing minority procurement. We immediately implemented an improved vendor
tabase system at considerable cost-savings to the taxpayers; will be able to expand this improved database via iht' 308;
j, agree that the methodology used in your report, will add additional enhancements to the availability and reliability of
:a.

A significant accomplishment by the department is the reorganization of staff and responsibilities beginning in June
1994. Prior to that time, over 4.5 FTEs (Full Time Employees) were involved in certifying minority businesses seeking
:>articipate in the state's procurement requirements. We immediately reduced this level of effort to 1.5 FTEs and placed
·~ter emphasis on direct marketing assistance, technical assistance and outreach. Agency marketing representatives

iigned to assist actual and potential minority-owned businesses seeking to do business with the state; and, to assist
•.•onitor state procurement offices and their minority vendor programs. The positive results are reported in your

>osuredraft. For example. you report that the department had 1.404 certified minority-owned businesses on July 1, 1995.
s number represents a 219% increase over the number of firms certified on July 1, 1994. You also report on the
reased awards captured by minority vendors for the period ending June 30, 1995. The department will add 1 additional
:mcy marketing representative who will concentrate on both direct and second tier procurement opportunities which will
her lead to increased opportunities.

The Interdepartmental"Board, Virginia Department of Minority Business Enterprise is already in place and can satisfy
rr recommendation for an "lnter-aqency Task Force". It can be expanded to include each secretary's chief administrative
vices official and a representative of the university procurement committee, rather than a specific university.

We agree with your determination that the overall proportion of minority business participation in state contracts
3.9% is small and that there are a number of explanations. As the lead agency charged with the promotion, advocacy
i development of minority business enterprises, we will continue to provide leadership and guidance to increase their
ticipation in state contracting. We hit the ground running in 1994 and are confident that we have put into place
iancements to the department's programs which have already seen increases. We have a good plan and have received
>d reviews of our programmatic efforts. We plan to continue these efforts and improve things even further.

We greatly appreciate this opportunity to provide preliminary comments for inoorporation into your final report.
are also enclosing a copy of our letter to you, dated October 25, 1995. for inclusion in your report.

<~s~reIY' e--.. Jimr
I ACHM ENT: (1)



LEOJ.BEVON
DIRECTOR

COMMONWEALTH of VIRGINIA
DEPARTMENT OF RAil AND PUBLIC TRANSPORTATION

1401 EAST BROAD STREET
RICHMOND, 23219- 1939

January 4, 1996

(804} 786-84 J0
FAX (804) 786-7286

VIRGINIARELAY CENTER
1-800-828-1120 (TDD)

Mr. R. Kirk Jonas
Deputy Director
Joint Legislative Audit and Review Commission
General Assembly Building, Capitol Square
Suite 1100
Richmond, Virginia 23219

Dear Mr. Jonas:

I received your letter of December 21,1995, explaining the analysis conducted by
JLARC to calculate the amount of expenditures made by State agencies to minority businesses.
After reviewing the enclosed Appendix F for this Department (505), I would offer the following
comment for clarification:

As you stated in the third bullet on page 2 of your letter, the analysis can not capture the
second tier payment to subcontractors through CARS. The inability of JLARC to capture
the second tier payments to minority businesses greatly misstates the Department's use of
minority firms, For FY95 this Department had a goal of 12% minority participation for
all consultant contracts. Appendix F showed total expenditures of $2,448,847 for the
Department. Of this amount, $2,045,879 (83.5%) was for object code 1244, which
represents payments to consultants. For example, one of the consultants used by the
Department for FY95 was reimbursed $1,147,483 of which $168,292 or 14.7% went to
minority firms. Assuming the Department met the 12% goal for FY95, minority firms
would have received $244,963. When added to the $5,395 shown in Appendix F, this
would total $250,358 or 10.22% of the total expenditures analyzed by JLARC for this
Department.

When this report is briefed to the Commission on January 9, 1996, I would encourage
you to identify the inability to capture second tier payments to minority firms as a major
weakness affecting the results of your analysis.

Sincerely,

~J~
Leo J. Bevon
Director

Leading Virginia To Greater Mobility



QAVID R. GEHR
COMMISSIONER

COMMONWEALTH of VIRGINIA
DEPARTMENT OF TRANSPORTATION

1401 EAST BROAD STREET
RICHMOND. 23219

January 2, 1996

Mr. Philip A. Leone
Director
Joint Legislative Audit and Review Commission
Suite 1 OOtr General Assembly Building
Richm I. ,~irginia 23219

. Leone:

Thank you for your letter of December 19 and for the­
opportunity to review the exposure draft of the report
entitled Minority-owned Business Participation in State
Contracts.

Our staffs have discussed several relatively minor
points of clarification related to the Disadvantaged Business
Enterprise program conducted by the Department of Transpor­
tation.

Otherwise, I believe the JLARC staff has done an
excellent job of understanding and presenting a complex
subject, and has developed recommendations that will be
helpful to all of us as we continue to seek ways to
strengthen minority procurement programs in the Common­
wealth.

v~Yours,

David R. Gehr
Commissioner

WE KEEP VIRGINIA MOVING



~UNIVERSITY OF

b1imJldVIRGINIA
MadisonHall • P.O. Box9014 • Charlottesville, Virginia 22906-9014 • 804-924-3252 • FAX 804-982-2770

EXECUTIVE VICEPRESIDENT
ANDCHIEFFINANCIAL OFFICER

January 4, 1996

Mr. Philip A. Leone, Director
Joint Legislative Audit and Review Commission
General Assembly Building, Capitol Square
Suite 1100
Richmond, Va. 23219

Dear Phil:

Many thanks for your December 19 letter and for the opportunity to reviewthe exposure
draft of JLARC's report, "Minority-Owned Business Participation in State Contracts." The report
is impressive, and we support all of its recommendations. With the exception of some minor
comments from our Chief Contracting Officer, which I have enclosed, we have no problemswith
the report as it stands.

We very much appreciate the recognition you give to our Minority Procurement Program.
We reassess our program annually and adjust our efforts, if necessary, to ensure compliancewith
the program's missions. Your report has helpedus in this assessment. Whilewe believewe have
a strong program, we recognize that more can and should be done if we are to make significant
progress in minority procurement.

Don Jones, our Director ofMinorityProcurement Programs, willbe on hand when the
report is presented to the Commission on January 9. Although we will not need to use the time
you offered to respond to the study findings, we are very interested in hearing what others think
of the report.

Again, thank you, and best wishesfor a wonderful new year.

Sincerely,/' J"/

I:"I.~ .'
, Leonard W. Sandridge
Executive Vice President and
Chief Financial Officer

LWS:DJP:mn
cc: Mr. Don Jones

Ms. Dolly Prenzel
Enclosure



JLARC EXPOSURE DRAFT

?\flNORITY-OWNED BUSINESS PARTICIPATION IN STATE CONTRACTS

Comments from the University of Virginia

1. With encouragement from the Department ofMinority Business Enterprises, the
University conducted visits with our primary majority vendors, especially construction
companies, and explained our minority procurement program. We provided the majority
vendors with a list ofminority sub-contractors and encouraged the companies to use the
minority firms. \Ve were well-received by the majority vendors, and this ongoing effort
has been relatively successful.

Because the University does not make direct payments to the minority sub-contractors,
these figures are not captured in the JLARC report. If this business were included in the
statistics for 1994-95, the University's volume ofbusiness would jump from
$7,395,045.71 to $9,845,366. We believe it is important to work with majority vendors,
and we hope D1\1BE will continue to consider minority sub-contracts when determining
the University's total business with minority firms.

2. On page 79, we suggest changing the two full paragraphs to read:

Since its beginning, the office has conducted annual seminars to provide procurement
information and professional development opportunities to minority firms. The annual
seminars provide an overview of the Office ofMinority Procurement Programs and
sessions addressing procurement solicitations. Presentations are made by key University
purchasing professionals and successful minority entrepreneurs, and purchasing colleagues
from other institutions of higher education are invited to attend. During its 1995 annual
seminar, the office provided work session topics that included writing proposals, working
with majority firms, completing invitations to bid, and marketing strategies. At the end of
the seminar, minority vendors have the chance to meet with University buyers and to
present their goods and services. Approximately 150 people attended the 1995 annual
seminar.

In addition to the annual seminar, the University hosts quarterly meetings for all vendors.
These seminars update vendors on changes in procurement procedures and requirements,
explain the vendor registration process, and provide vendors with information about
current and anticipated procurements being undertaken by the University. Although this
program grew out of our Minority Procurement Task Force efforts, many majority
vendors also attend.

3. At the top of page 80, some of the Director's activities are described. One which is not
mentioned is the assistance which the director provides to fledgling minority firms by
directing them to people within and outside the University who can help them with the



Comments from U.Va.
January 4, 1996
Page two

development of business plans, marketing efforts, and general administrative matters. We seek to
develop minority firms to do business with the University and other State agencies and to prepare
them to compete with majority firms in the private sector.

In addition, through the Virginia Association of State College and University Purchasing
Professionals* (VASCUPP), we exchange "success stories" about minority vendors. This
information exchange helps the University identify minority firms that provide excellent
service to other institutions. At one point, VASCUPP developed a common minority
vendor data base, but the data base is somewhat out of date.

4. Recommendations for changes to the Code:

A. Change Section 2.1-64.32.1 to read:

Such persons include, but are not limited to African Americans, Hispanic
Americans, Asian Americans, and Native Americans.

This change would replace "Blacks" with "African Americans" and IIAmerican Indians"
with "Native Americans."

B. Amend the definition of minority business enterprise to be consistent with Federal code:

The Code of Virginia defines a minority business enterprise as one which is "owned and
controlled by one or more socially and economically disadvantaged persons." The Federal
code inserts the word "operated" so that the definition reads, "owned, operated and
controlled by one or more socially and economically disadvantaged persons. II

Although the Federal Code has always defined women-owned businesses as minority
businesses, the Commonwealth has not. For institutions ofhigher education which must
comply with both State and Federal minority business reporting requirements, it would be
helpful if tbe Commonwealth also included women-owned business in its minority
programs.

* VASCUPP member institutions: George Mason University, James Madison University, Old
Dominion University, University of Virginia, Virginia Military Institute, Virginia Polytechnic
Institute and State University, Virginia Commonwealth University, and College ofWilliam and
Mary.
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