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ENTREPRENEURIAL ASSISTANCE: EXAMINING
INEFFICIENCIES AND DUPLICATION
ACROSS FEDERAL PROGRAMS

WEDNESDAY, MARCH 20, 2013

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The Committee met, pursuant to call, at 1:02 p.m., in Room
2360, Rayburn House Office Building, Hon. Sam Graves [Chairman
of the Committee] presiding.

Present: Representatives Graves, Chabot, Luetkemeyer, Tipton,
Hanna, Huelskamp, Schweikert, Collins, Velazquez, Schrader,
Clarke, Chu, Payne, and Murphy.

Chairman GRAVES. Good afternoon, everyone. I call this hearing
to order, and I want to thank everyone for being with us today.

Today America’s national debt has surpassed $16.7 trillion, and,
according to the Congressional Budget Office, each of the past 4
years, Federal spending has been between $3.5 trillion and $3.6
trillion. It is Congress’ duty to put our fiscal house in order, reduce
spending, and stabilize our debt to ensure prosperity in our Nation
for future generations.

In order to do this, we must ensure that taxpayer dollars are
being spent wisely and not on overlapping, fragmented, wasteful,
or duplicative Federal programs. It is this Committee’s job to exam-
ine each Federal program that claims to help entrepreneurs, with
a specific focus on the Small Business Administration, to ensure
that necessary programs remain intact while advocating for the
elimination of those that are redundant and ineffective.

Unfortunately, it has become clear that the numerous entrepre-
neurial assistance programs run by the Federal Government are all
engaging in similar activities with no true metrics to determine
which programs are truly beneficial to entrepreneurs. Recent re-
ports by the Government Accountability Office have identified 52
programs across 4 agencies aimed at helping entrepreneurs, but
agencies are not adequately measuring the effectiveness and col-
laboration among these agencies is lacking. That makes figuring
out what is helpful and what should be consolidated and what
should be cut much more difficult.

On this Committee, we understand the value of encouraging en-
trepreneurs and facilitating the creation of new businesses. How-
ever, I am very skeptical that all 52 Federal programs aimed at en-
trepreneurs are having a significant enough impact to justify their
costs. And a further question, how any individual seeking to start
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a small business can look at 52 programs and know which is best
suited for them or how the different programs fit together. I cer-
tainly can’t imagine having the time to focus on establishing a com-
pany while navigating a disjointed maze of fragmented and over-
lapping Federal programs.

And let me be clear about this: There is an immediate need to
reduce the Federal budget, but even if the United States were not
facing staggering debt levels, program inefficiencies would need to
be eradicated to ensure entrepreneurs were receiving the best help.

Today I hope our witnesses can shed light on some of these pro-
grams and comment on the GAO’s findings.

I thank all of you for taking time out of your busy schedules to
be here.

And I now yield to Ranking Member Velazquez for her opening
statement.

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

Across the Federal Government, departments, agencies, and bu-
reaus of all sizes are working to help small businesses. Their ef-
forts run the gamut from providing loans to farmers, to helping
manufacturers gain access to foreign markets, to grants improving
infrastructure.

Many of these programs have become essential to our Nation’s
small businesses. However, others have been proven less necessary,
duplicative, and even wasteful. Ensuring that these programs work
better together is important, not just for taxpayers but also for
small businesses that depend on them.

In administering these programs, it is critical that agencies
maximize efficiency and minimize waste. In practice, this means
ensuring that rules and regulations are clearly articulated, that a
framework for evaluation is in place, and that the initiatives are
not simply mirroring other agencies’ work.

It is imperative that programs are continually evaluated, and it
should not take a fiscal crisis to do so. This Committee, both Demo-
crats and Republicans, have repeatedly pinpointed programs at
SBA that are wasteful and duplicative, irrespective of budgetary
politics. Our views and estimates have annually identified ten of
millions in wasteful spending that could be reinvested in other val-
uable programs.

GAO has also been a regular in this room, as their reports have
shown that waste, fraud, and abuse are all too common within the
agency. From the HUBZone programs, to disaster lending, to co-
ordination between the SBA and Agriculture, the GAO has rec-
ommended improvements, many of which have been enacted into
law.

Today I am looking forward to not only hearing GAO’s rec-
ommendations about government-wide coordination of entrepre-
neurial assistance programs but also the reactions of the SBA and
USDA. Oversight is not only a responsibility of Congress but also
for the agencies we oversee. And in this case, for this Committee,
it means the Small Business Administration.

Unfortunately, in this regard, the agency has not met expecta-
tions. It has established and authorized pilot programs without any
performance measures. While these initiatives cost taxpayers mil-
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lions of dollars, the agency has failed to use objective metrics to
quantify their success or failure.

In the last 3 years, SBA requested funds for seven pilot pro-
grams, including the Small Loan Advantage and Community Ad-
vantage programs, the Impact Investing and Early-Stage Innova-
tion Fund, regional clusters, the Distance Learning Portal, and the
Emerging Leaders programs. The last three of these alone cost $50
million. That is more than what we spent on the Women’s Business
Centers, an initiative that is authorized, has performance meas-
ures, and is regularly overseen by Congress. While the original in-
tent may be admirable, once launched, these pilot programs often
take on a life of their own, drawing funds away from proven initia-
tives.

Even among programs that we know work, there is a need for
better harmonization. In its recent report, GAO found that agencies
do not coordinate their services. If they did, the government could
lower administrative costs and leverage each program’s unique
strengths.

Steps must be taken to ensure that agencies are conducting
meaningful evaluations of their initiatives rather than simply
checking the box. If a program is not working, it should either be
fixed or defunded. Doing so will ensure taxpayers get the biggest
bang for their buck and, equally important, that small businesses’
needs are met. Today, reducing duplication and improving perform-
ance are not just nebulous, bureaucratic catchphrases. When ap-
plied, they mean better services for entrepreneurs and greater job
creation for the economy.

Everyone here recognizes the importance of entrepreneurship to
our economic recovery. As we seek ways to make economic develop-
ment programs more efficient, we cannot afford to shortchange
small businesses. Instead, our goal should be ensuring that these
programs work in concert together, delivering small businesses the
help they need.

I look forward to today’s testimony, and I thank all the witnesses
for being here.

Thank you, Mr. Chairman. I yield back.

Chairman GRAVES. Thank you very much.

Our first witness Bill Shear, the Director of Financial Markets
and Community Investment at the Government Accountability Of-
fice.

And, Mr. Shear, I know you testified before our Subcommittee on
Contracting and the Workforce just yesterday, so we appreciate you
coming to the Hill twice in 1 week. Thank you very much. Look for-
ward to hearing from you.
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STATEMENTS OF WILLIAM B. SHEAR, DIRECTOR, FINANCIAL
MARKETS AND COMMUNITY INVESTMENT, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE, WASHINGTON, D.C.; MI-
CHAEL A. CHODOS, ASSOCIATE ADMINISTRATOR FOR EN-
TREPRENEURIAL DEVELOPMENT, OFFICE OF ENTREPRE-
NEURIAL DEVELOPMENT, U.S. SMALL BUSINESS ADMINIS-
TRATION, WASHINGTON, D.C.; DOUG OBRIEN, DEPUTY
UNDER SECRETARY FOR RURAL DEVELOPMENT, U.S. DE-
PARTMENT OF AGRICULTURE, WASHINGTON, D.C.

STATEMENT OF WILLIAM B. SHEAR

Mr. SHEAR. Okay. And thank you. And so the joke about it is,
I was in the same chair yesterday, and it is really quite com-
fortable. So, at any rate, thank you very much.

Chairman Graves, Ranking Member Velazquez, and members of
the Committee, I am pleased to be here this afternoon to discuss
our work on economic development programs that provide entrepre-
neurial assistance. This statement is based on our report issued in
August 2012 and information we have received from the four agen-
cies since our report’s issuance.

We reported information on 52 programs at SBA, USDA Rural
Pevelopment, Commerce, and HUD. In summary, we found the fol-
owing.

First, Federal programs that support entrepreneurs are frag-
mented and overlap based on the type of assistance they are au-
thorized to offer, such as financial and technical assistance, and the
type of entrepreneur they are authorized to serve. Much of the
overlap among these programs tends to be concentrated among pro-
grams that provide a broad range of technical and financial assist-
ance.

In addition, while agencies have taken steps to collaborate more
in administering these programs, they have not implemented a
number of good collaborative practices we have previously identi-
fied. And some entrepreneurs struggle to find the support they
need. The GPRA Modernization Act’s crosscutting framework re-
quires that agencies collaborate in order to address issues such as
economic development that transcend more than one agency. And
it directs agencies to describe how they are working with each
other to achieve their program goals.

As my second summary statement, I will offer the following:
Agencies do not track program information on entrepreneur assist-
ance activities for many programs—a practice that is not consistent
with government standards for internal controls.

In addition, we found that 33 of the 52 programs had set goals
for their programs, but 19 of these 33 programs did not meet any
of their goals or only met some of their goals. Further, agencies
have conducted evaluations of only 20 of the 52 active programs
since 2000. As a result, information on program efficiency and ef-
fectiveness is limited, and scarce resources may be going toward
programs that are less effective.

The GPRA Modernization Act requires agencies to set and meas-
ure annual performance goals and recognizes the value of program
evaluations because they can help agencies assess programs’ effec-
tiveness and improve program performance. In summary, without
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enhanced collaboration and coordination, as well as more robust
program information, agencies may not be able to administer pro-
grams in the most effective and efficient manner.

Based on our findings, we recommended that the four agencies
and OMB explore opportunities to enhance collaboration among
programs both within and across agencies and that the four agen-
cies track program information and conduct more program evalua-
tions. The agencies neither agreed nor disagreed with the rec-
ommendations but did provide information on their plans to ad-
dress our recommendations.

Chairman Graves and Ranking Member Velazquez, this con-
cludes my prepared statements. I look forward to answering ques-
tions you may have.

Chairman GRAVES. Thank you, Mr. Shear.

Our next witness is Michael Chodos. He is the Associate Admin-
istrator for Entrepreneurial Development within the Office of En-
trepreneurial Development at the SBA. In this capacity, Mr.
Chodos is responsible for overseeing SBA’s counseling and training
programs for entrepreneurs.

And I appreciate you being with us today.

STATEMENT OF MICHAEL A. CHODOS

Mr. CHODOS. Thank you.

Chairman Graves, Ranking Member Velazquez, and distin-
guished members of the Committee, thank you for inviting me to
testify about the Small Business Administration’s work to enhance
collaboration, avoid duplication, and improve data tracking within
our entrepreneurial assistance programs. I look forward to dis-
cussing our extensive collaboration with other Federal agencies and
our ongoing efforts to evaluate our own programs and to make
them more streamlined, effective, and efficient.

Entrepreneurs are the foundation of America’s economic success,
and SBA is there with the services and support small businesses
need to start, grow, and create jobs. In the past year alone, SBA
and its resource partners counseled and trained over 1 million
small businesses and helped thousands of new businesses start.

SBA and its network of lenders also supported over $30 billion
in loans to small businesses through its 7(a) and 504 loan pro-
grams, and we helped agencies across the Federal Government to
put over $90 billion in Federal contracts in the hands of small busi-
nesses. SBA also leveraged a record $3.3 billion in capital for small
businesses through the SBIC program and, since 2009, has sup-
ported over $3.3 billion in lending in our export loan programs.

To implement its programs and disaster support services, SBA
connects directly with small businesses in communities across
America. It does so directly through its nationwide network of SBA
district offices, Small Business Development Centers, Women’s
Business Centers, SCORE chapters, and Veterans Business Oppor-
tunity Centers.

And because of so many of SBA’s programs are delivered in part-
nership with others, we also help small businesses every day by
collaborating with our very large network of private lenders, micro-
lenders, and investment funds in our lending and capital programs,
with Federal and State partners in our procurement, Small Busi-
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ness Innovation Research, and export programs, and with univer-
sity and nonprofit partners in several of our innovative programs
for supporting veterans entrepreneurship.

We work collaboratively every day to break down silos and to
work effectively with our Federal, State, and private-sector part-
ners. But we know that there are always further opportunities to
use taxpayer dollars wisely and to make things simpler and easier
for our small-business constituents. We know that navigating the
Federal Government and its many programs and services can be
daunting to a small business.

For that reason, SBA and our network of partners act as the
front door to Federal support for small businesses. We help them
access our own programs and services and also act as a commu-
nity-based and online guide to help small businesses get the help
they need from whichever Federal, State, or local partners can
serve that small business best.

Over the past several years, SBA has focused intensively on op-
portunities for improving collaboration and coordination within its
own network. We want to make sure that network is operating as
efficiently and collaboratively as possible.

SBA has participated in and led efforts to collaborate and share
resources with USDA, Department of Commerce, and HUD. For ex-
ample, SBA has been working with the Department of Commerce
and numerous other Federal agencies on developing Business-
USA.gov, the comprehensive one-stop platform for businesses look-
ing to access information, resources, programs, and services avail-
able through the Federal Government.

While more work remains to be done, I am very proud of our ac-
complishments and progress in the area of collaboration to date. A
great deal of the credit should go to our SBA district office leader-
ship; national, State, and local leadership in our SBDC, WBC, and
SCORE networks; and our cluster administrators and other part-
ners.

In addition to our work fostering collaboration within our own
SBA family and with other agencies, the agency has been working
intensively on ways to improve the measurement and evaluation of
our programs. Starting in 2012, OED, which is the office which I
lead at the agency, undertook a comprehensive modernization
project for our resource partner data-collection system, known as
EDMIS, to enhance current data fields, improve budget and per-
formance integration capabilities, and expand reporting capabili-
ties.

Additionally, we are also working with all of our resource part-
ners to identify and align all of our respective surveying, polling,
and impact-study methodologies to harmonize the data collected
through these efforts and to have a coordinated set of data sources
between the agency and its partners.

In closing, I want to thank you for the opportunity to testify be-
fore you today. SBA, its resource partners, and its many lending,
Federal-sector, and other partners share the common goal of col-
laborating and supporting and strengthening America’s 28 million
small businesses. Through enhanced collaboration, improved
metrics, and new service delivery tools, we are building an entre-
preneurial ecosystem for the 21st century and beyond.
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I look forward to answering any questions you may have. Thank
you.

Chairman GRAVES. Thank you, Mr. Chodos.

Our final witness is Doug O’Brien, who is the Deputy Under Sec-
retary for Rural Department at the U.S. Department of Agri-
culture. Mr. O’Brien was appointed to this position in August of
2011 and oversees efforts to promote economic development
throughout our rural communities.

Mr. O’Brien, I apologize I wasn’t able to meet with you on Mon-
day. My flight was delayed. But I appreciate you making the effort,
and welcome to the Committee.

STATEMENT OF DOUG O’BRIEN

Mr. O’BRIEN. Chairman Graves, Ranking Member Velazquez and
members of the Committee, thank you for this opportunity to ap-
pear before the committee to discuss USDA Rural Development’s
role in supporting economic development of our Nation’s rural com-
munities.

Since 2009, President Obama’s support for rural America has
brought about historic investment in rural communities that has
made rural America stronger and more vibrant. Rural development
has directly invested or guaranteed more than $131 billion over the
last 4 years in broadband, businesses, housing, safe water, commu-
nity facilities, and more that have benefitted not only the commu-
nities our agency serves but the Nation’s overall economy.

In fact, we view rural development programs as building blocks
for a successful rural economy. Quality infrastructure encourages
business and economic growth, which, in turn, encourages housing
development to serve the influx of new employees and leads to ad-
ditional necessities such as schools, hospitals, and emergency re-
sources. Our programs address all of these needs.

Congress had the forethought to strategically place comprehen-
sive programs for rural America in one agency, USDA Rural Devel-
opment. Perhaps most importantly is how Rural Development pro-
vides these critical programs: with more than 400 offices in rural
communities across the country that provide us the ability to work
directly with stakeholders that, many times, do not have the capac-
ity to otherwise access Federal programs.

To make sure that the community economic development mission
is met, we have always looked for opportunities to collaborate with
other agencies to get the best results possible in rural communities.
Engaging with members and stakeholders on the White House
Rural Council has opened doors to improved cooperation.

Last summer, I participated in the Regional Innovation in Rural
America forum to develop strategies for leveraging infrastructure
investments in rural communities that create jobs and boost eco-
nomic development. Two programs highlighted in this forum were
the Rural Jobs and Innovation Accelerator Challenge and the
Stronger Economies Together initiative.

The Rural Jobs and Innovation Accelerator Challenge leverages
existing financial and technical assistance resources from 13 Fed-
eral agencies and bureaus. To date, projects across 12 States have
received Federal funding to help strengthen regional industry clus-
ters by identifying and maximizing local assets, connecting to re-
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gional opportunities, and accelerating economic and job growth
across rural regions.

Meanwhile, the Stronger Economies Together, or SET, initiative
enables rural communities and counties to work together to imple-
ment multicounty economic blueprints to build on a region’s cur-
rent and emerging strengths. Rural Development launched this ini-
tiative with land-grant university partners and Regional Rural De-
velopment Centers 2 years ago. SET is now active in nearly 40 re-
gions in 19 States.

Over the past year, we have further strengthened our collabo-
rative efforts with the Small Business Administration. We held a
series of USDA and SBA joint roundtables across the country fo-
cused on increasing investment in rural communities. The meet-
ings have presented opportunities to hear from stakeholders at
both agencies about the challenges and benefits of investing in
rural America.

In response to these discussions, leaders from our rural business
team have been meeting with SBA to increase microlending avail-
ability to rural constituents. We determined from these roundtables
that there are substantial amounts of resources and revolving
funds created through several of our programs that are available
for increasing investment in rural communities. We are actively
pursuing the relending of these funds.

Participants in these discussions include our revolving fund part-
ners SBA, SBA Certified Development Companies, Small Business
Development Centers, commercial lenders, and other community
and economic development stakeholders. This is important in light
of the challenges entrepreneurs face getting financing in rural
areas, where lenders are often small and less likely to shoulder the
risk alone, particularly during an economic downturn.

Building on these successes, USDA signed an MOU with the
American Association of Community Colleges to strengthen rural
economies throughout the Nation. National, State, and local staffs
around the Nation are diligently working to find ways to coordinate
with stakeholders and colleagues in other Federal agencies to le-
verage resources and create jobs.

For example, a USDA Rural Development in California has re-
cently joined into a memorandum of understanding with the Cali-
fornia Community Colleges Chancellor’s Office. In conjunction with
this effort, the two agencies are partnering with local community
colleges and small-business development centers to present capital
readiness events throughout the State, and these events provide in-
formation and resources for small businesses seeking financing.

These are just a few of the examples of USDA’s collaborative ef-
forts with other agencies across Federal Government to support
rural communities that are fostering economic development.
Leveraging Federal resources to more effectively support economic
development efforts continues to be an agency best practice.

I am proud of our record of collaboration and meeting increased
demand for our services in the face of declining funding levels and
significant staffing losses. In spite of those challenges, Rural Devel-
opment has been able to maintain a unique connection to rural
America, a connection like no other Federal agency, by aggressively
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implementing the Secretary’s Blueprint for America and Rural De-
velopment’s economic development strategies.

I appreciate the opportunity to join my colleagues from SBA and
GAO to testify before members of the Committee today, and I wel-
come the chance to answer your questions. And thank you for your
support for Rural Development programs.

Chairman GRAVES. Thank you very much, Mr. O’Brien.

We are going to start with Mr. Huelskamp.

Mr. HUELSKAMP. Thank you, Mr. Chairman.

Mr. Shear, I appreciate your returning to the Committee. I also
appreciate the brevity. You had a minute, 25 left in your time—
well recognized for that.

But I have a follow-up question, particularly a tough one. And
if we are looking at these programs, and, again, many different
programs across multiple agencies, are we able to compare the per-
formance or efficiencies of these programs one to another?

Mr. SHEAR. It is a very good question, and it is a very difficult
question. And the general answer to that is no.

Each program has program metrics looking at the attainment of
certain goals, which there are some differences among them, but
the idea is that those metrics provide an opportunity to track out-
puts over time, such as number of businesses assisted, things of
that nature. So they are more output-oriented, but they don’t get
to the issue of the effectiveness of the programs.

And this is one reason why we say that especially for the pro-
grams that don’t meet their goals, but even those that do, evalua-
tion is important, where you are trying to benchmark to some de-
gree what would happen without the program and saying, how well
does the program work at serving its particular mission, such as
training and counseling, and how well does it help the small busi-
nesses that participate in training and counseling, is one example.

Mr. HUELSKAMP. And so, well, how do we then—does that mean
that we just don’t have the data? We are on the other side of the
table. I mean, we have a multitude of programs here, two different
agencies represented today. And it is time to pick or choose, when
we have a £16.7 trillion deficit. You are telling me that even if we
don’t have the data or even if we did have the data to collect it,
we still couldn’t compare it and say, hey, this program is something
worth keeping compared to another program?

Mr. SHEAR. There are some indications—there is some informa-
tion that can be available to look at the usefulness, some programs
better than others. As it happens, there is better information on
the three counseling and training programs at SBA than other pro-
grams, but, really, there is generally a lack of information.

To give you an example, when we issued our GAO-wide report
last year, we thought we would be making a recommendation to
Congress, what we call a matter for consideration, to tie funding
more closely to demonstrate effectiveness. But based on further
evaluation on our part, we decided that was premature because the
first step in that would be for the agencies, to have a requirement
and should consider it their responsibility, both individually and
collectively, to collect and evaluate information on how well their
programs are serving their intended purposes.

Mr. HUELSKAMP. You know, appreciate that.
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And so let me ask the agencies represented here—and thank you
for coming here.

Mr. O’Brien, later I will follow up separately on RUS. We can ac-
tually make a key difference if we got a key decision out of that
agency.

But if you had to pick one particular program, gentlemen, in
your purview that you would say, hey, that is the least effective
program in our department, would you please identify that for me?

Mr. CHODOS. Well, from the SBA’s perspective, in the President’s
submission in the 2013 budget the SBA proposed that the PRIME
technical assistance program not be funded further, that it was du-
plicative of programs that are essentially micro-assistance coun-
seling and technical assistance already provided in our SBDC,
Women’s Business Center, and SCORE networks and, therefore,
that it was an opportunity for savings.

Mr. HUELSKAMP. Very good.

USDA, Mr. O’Brien?

Mr. O’BrIEN. Thank you for that question, Congressman.

I think two programs that I might point to are somewhat similar
programs, one called the Rural Business Opportunity Grant and
the one called the Rural Business Enterprise Grant. They have
similar purposes; the way that we deliver them is separate. And
there has been discussion and we have suggested in the past that
we actually merge those two programs and consolidate the imple-
mentation of those two programs.

Mr. HUELSKAMP. Are you proposing to save money or simply con-
solidate and maintain the same

Mr. O’BRIEN. Well, there would be some streamlining. Each of
those programs have their separate competitive process to compete
for those Federal dollars, and, by consolidating the program, that
would be one less—NOFA process and the attendant staff time that
goes on to make sure that we do a good job.

Mr. HUELSKAMP. Indeed. Now, is that in the President’s budget
proposal?

Mr. O’BRIEN. Well, at this point, of course, with the President’s
budget not being released, that is something I can’t comment on
right now.

Mr. HUELSKAMP. Okay. I would have some comments—and I am
out of time—on the President’s budget proposal, but, Mr. Chair-
man, I appreciate the opportunity to ask questions. I yield back.

Chairman GRAVES. Ms. Velazquez?

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

Mr. Shear, thank you for coming back.

I just would like to clarify for the members of the Committee,
when you were answering the gentleman from Kansas, you said
that all the programs have metrics and all the authorized programs
have metrics. What about pilot projects? Do they all have metrics,
the pilot programs?

Mr. SHEAR. My understanding is that they don’t.

But one of the things with the pilot programs, and one reason
they are not in our universe, we took what was basically the execu-
tive branch’s approach to what is considered a program, which is
from the Catalog of Federal Domestic Assistance. So some of the
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programs you talk about—it is a very good point—some of these
pilot programs don’t appear on that list.

So there are some programs out there that my understanding is
don’t have metrics, but they have not been included in our universe
because they are not identified as such.

Ms. VELAZQUEZ. Uh-huh. Okay.

So, Mr. Shear, in your 2011 testimony before this Committee,
you stated that SBA had only met 16 of 26 requirements of the
Small Business Disaster Response and Loan Improvement Act,
which was passed to make improvements in the aftermath of Hur-
ricane Katrina.

Where does the agency stand on implementing these require-
ments?

Mr. SHEAR. The agency—there are 26 provisions. Some of them
create some authority but not a responsibility, and we put those
down as not applicable. But you take those away, they have imple-
mented—Ilet’s say, we made a big deal about having regional out-
reach-type plans, and they have implemented that.

The three remaining provisions from that act that haven’t been
implemented are the private and the expedited and the inter-
mediate loan programs, which are programs to operate with private
lenders. Those have not been implemented.

In terms of our recommendation around the whole thing, we
asked, for things not implemented, to give us a timeline. We still
don’t have a timeline on those three.

Ms. VELAZQUEZ. Okay.

As you know, Hurricane Sandy has produced the largest number
of disaster loan applications since Hurricane Katrina. Unfortu-
nately, processing times have spiked significantly, causing many to
go without the funds they need to fully recover.

Given these delays, wouldn’t the unimplemented provisions, par-
ticularly those allowing private lenders to assist SBA during peri-
ods of high volume, help individuals get their loans more quickly?

Mr. SHEAR. The intent of those programs, as passed, was to pro-
vide that type of assistance when you had big disasters. So I can’t
say exactly how they would have played out if they were available.

But what I can observe is that, ever since, the act went through,
SBA said it wanted to conduct pilot programs, which we thought
were a good idea. But this is a number of years ago. And they were
focused on having pilot programs in the Gulf States, but you can
have a disaster anywhere. So they really didn’t look at it in the
proper way.

Ms. VELAZQUEZ. But it was a great opportunity now under
Sandy, given the magnitude, right?

Mr. SHEAR. Absolutely. And if they would have taken steps to at
least be positioned to introduce pilot programs in different parts of
the country, they would be in a position now to implement pilot
programs. And it not only could help serve that purpose, but it
could also provide information on how effective such interventions
could be.

Ms. VELAZQUEZ. Okay.

While there is significant overlap among the populations that
these programs serve, you know that GAO did not find duplication.
Can you elaborate on this point and the distinction GAO makes be-
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tween overlap and duplication? Because I think it is a critical part
of GAO’s findings.

Mr. SHEAR. Yes. “Duplication” we define as providing the same
or similar services to the same types and the same businesses
themselves. So it really is serving the same audience, the same
types of services. We did not find evidence of duplication.

“Overlap” tends to be when you have a number of programs that
are operating in the same space as far as missions and goals. So
we do observe overlap. And we do observe an awful lot of frag-
mentation.

Ms. VELAZQUEZ. Some of the overlap you talk about has been
caused by agencies creating their own initiatives without the au-
thorization of Congress. For instance, the SBA has created pro-
grams like Regional Innovation Clusters and Emerging Leaders.

With more than 50 entrepreneurial assistance programs across
the government, does it make any sense for agencies to be creating
new programs in this area?

Mr. SHEAR. While we didn’t look at the pilot programs, we say
it doesn’t make sense and it goes against the grain of everything
we are recommending here.

Under the GPRA Modernization Act, agencies are supposed to
work with each other. There is a priority goal established by the
administration to serve entrepreneurs and small businesses. And
no agency by itself, in that framework and under the law as passed
by Congress that everybody seems to have accepted, it is not appro-
priate for an agency to go off and create its own pilot programs on
their own. It just is inconsistent with where we are going on this.

Ms. VELAZQUEZ. Thank you, Mr. Shear.

Mr. Chodos, SBA ED programs are funded through a salaries
and expenses account, which will face a reduction of $22 million.
Is that correct, $22 million, right?

Mr. CHODOS. We are speaking about under sequestration?

Ms. VELAZQUEZ. Yes.

Mr. CHODOS. Approximately, yes.

Ms. VELAZQUEZ. Based on information we have received from
your agency’s CFO, it appears that SBA will reduce some of its en-
trepreneurial development programs by 8 percent, such as SBDC,
and others by nearly nothing, such as microloans, technical assist-
ance, and veterans assistance.

I just would like to know, how did you arrive at these decisions,
and why did they not apply 5 percent across the board?

Mr. CHODOS. Thank you, Ranking Member Velazquez, for the
question.

The whole issue of how best to apply the sequestration, applica-
tion of sequestration cuts—I am sorry.

Ms. VELAZQUEZ. I just—I need for you to answer my question.
How did the agency arrive at the decision, and why did it not apply
the 5 percent across the board? You cut some programs at 8 per-
cent and other programs at 5. How did you get to that decision?

Mr. CHOoDOS. I will respond by saying this. The overall require-
ment was to cut 5 percent out of each major line item, budget item,
for the agency. The salaries and expenses account includes almost
all of the agency’s programs and services and expenses for salaries.
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The overall cut was required to be 5 percent. The agency engaged
in a very deep analysis of where best to apply cuts, either below
or above that level, in order to achieve the 5 percent cut across that
entire bucket.

Ms. VELAZQUEZ. So I hope you could share with the Committee
what metrics you used to decide which programs to cut at 5 and
which programs to cut at 8.

Explain to me, why did you decide to defund the PRIME Pro-
gram that happens to be the only program that provides technical
assistance to low-income, entrepreneurs for example? Or why did
you decide to cut 5 percent—let’s pick one. Emerging Leaders, you
know, where you train 300 people at a cost of $3 million. Compare
that to SBDC. That is only $2,000 per client, while Emerging Lead-
ers, which is a pilot program with no metrics, costs $12,000 per cli-
ent.

Mr. CHODOS. Actually, the Emerging Leaders Program does not
cost $12,000 per client, and we do maintain metrics on all of our
programs, including the two that you have mentioned, Regional In-
novation Clusters and Emerging Leaders.

We are highly focused on the need to maintain actual, meaning-
ful measurements of not only participation and activity but also
outcomes in all of those programs. And, indeed, we do.

Ms. VELAZQUEZ. Excuse me 1 second. These are your numbers;
these are not my numbers. Emerging Leaders, $3.776 million to
train 300 individuals. The cost per training one individual through
that program, if I do the arithmetic, is $12,500.

Mr. CHODOS. I look forward to and I am happy to provide a de-
tailed summary of all of the budget analysis and expenditures in
€200. This year’s budget for the e200 Program is approximately
$1.2 million. The number of students who were enrolled in the e200
program last year across the country in our 27 cities in which we
operate the program is approximately 400 to 500 per:

Ms. VELAZQUEZ. Can you explain to the Committee, why did you
decide to apply 8 percent to the Women’s Business Development
Centers compared to any of the unauthorized programs?

Mr. CHODOS. We applied an 8 percent cut across our three pri-
mary programs because it is a key principle that we have in all of
our dealings with our three main technical assistance, counseling,
and training programs that not only do they collaborate and coordi-
nate and provide a complementary suite of services, but as our
budget goes up or goes down, all of them need to absorb those in-
creases or decreases in a proportionate way.

Ms. VELAZQUEZ. Mr. Chodos?

Mr. CHODOS. Yes.

Ms. VELAZQUEZ. For the record—and this is my last question
now—if you cut all the unauthorized pilot programs, that will add
up to what?

Mr. CHODOS. Well, I am not sure—I don’t believe we have any
Enauthorized programs. I think every program that the agency

as

Ms. VELAZQUEZ. Those are pilot programs that are unauthorized.

Mr. CHODOS. Well

Ms. VELAZQUEZ. We legislate here. We know which programs
have been authorized by this Committee.
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Mr. CHODOS. Yes.

Ms. VELAZQUEZ. And those are not.

Mr. CHODOS. I would like to say, Ranking Member Velazquez—
and I am not sure specifically which programs you are referring to.
The e200 program, as I said, has a $1.2 million budget for this
year. Now, that is a significant amount in any agency’s budget, in-
cluding our budget.

The Regional Innovation Clusters budget for the agency for 2012
was $5 million. Under sequestration, it is going to be something
less than that.

Ms. VELAZQUEZ. Well, since you don’t know——

Mr. CHODOS. May I—

Ms. VELAZQUEZ. Excuse me 1 second.

For the record, Mr. Chairman——

Mr. CHODOS. May I answer?

Ms. VELAZQUEZ. I know what you are going to say. But you said
that you don’t know what programs are unauthorized, and I am

oing to tell you. You have $6 million for BusinessUSA Web site;
%3.4 million for Clusters; $7 million for national vet training pro-
gram; $2.2 million for Emerging Leaders. And these add up to $22
million.

Mr. CHODOS. Yes. Well, if the question that—I believe the last
question that you asked is, do we maintain metrics in those pro-
grams? Are we able to measure the effectiveness of those pro-
grams? And, in fact, have we cut the only program that provides
training to our micro-entrepreneurs? And the answer, I think, to
those questions is no.

The reason that the President proposed in his 2013 budget that
the PRIME Program be defunded is simply that the allocation in
that program and the problems addressed by that program can be
addressed by our Women’s Business Centers, which are targeted to
underserved women and male entrepreneurs all across this coun-
try, and by our

Ms. VELAZQUEZ. Reclaiming my time, Mr. Chairman.

PRIME is the only program where a loan is tied to technical as-
sistance. If you want to see low-income entrepreneurs succeed, you
provide technical assistance, and until they graduate, they will not
be able to access capital. And it has been proven that it has been
one of the most successful, at least for women—62 percent, 62 per-
cent of borrowers are low-income women.

And, with that, I yield back the balance of my time.

Chairman GRAVES. Thank you, Ranking Member.

Mr. Luetkemeyer?

Mr. LUETKEMEYER. Thank you, Mr. Chairman.

Mr. Shear, you were talking a while ago about some of the pro-
grams were not—we did not evaluate them, they were not required
by law to be evaluated. What is the penalty for not evaluating a
program?

Mr. SHEAR. We would hope that through hearings such as this
and by initiatives by the administration that there be a recognition
that the demonstrated effectiveness of programs should play some
role in allocating resources.

Mr. LUETKEMEYER. Okay. So what you are saying is, at this
point, there is no penalty?
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Mr. SHEAR. There is no legal requirement.

Mr. LUETKEMEYER. There is no outcome that we are looking for
that will show some sort of a penalty for not doing evaluation on
it; is that right?

Mr. SHEAR. The question there is almost like, how would you as
a Committee, Congress, and the administration respond in terms
of agencies that run programs——

Mr. LUETKEMEYER. Okay.

Mr. SHEAR.—that don’t measure effectiveness.

Mr. LUETKEMEYER. If you can’t measure the effectiveness, why
should we continue to fund it?

Mr. SHEAR. This is really—it is a great question. It is one of the
questions we had in mind when we thought we were going to make
the recommendation of tying funding to demonstrated effectiveness.
In the absence of such information, it is a difficult situation.

Mr. LUETKEMEYER. Well, the gentleman from Kansas asked a
great question, you know, with regards to—he pointed the problem
we have with our budget, and we are going to have to find some
places where we are going to cut. And, you know, Mr. Chodos made
the comment with regard to some of the things he was trying to
do.

But, at the same time, if we have no measurement of any of
these programs—on half the programs, I was going through here,
we have them highlighted. I mean, you look at some of this stuff.
Some of the programs didn’t meet goals; other ones met some of the
goals. Some of them have information on them; some don’t have in-
formation on them.

I mean, and then when somebody complains, well, we don’t have
any—you know, well, this is a great program and we have to cut
it, it is a bunch of nonsense. If we are supposed to be sitting here
setting priorities, you know, I would hope that you and your agency
would help set priorities so we know which ones to fund, which
ones not to fund.

Mr. SHEAR. This is a very important point, I think, is that what
we are trying to do is to provide our evaluation of the situation
that we hope provides information that can lead to certain deci-
sions. There are certainly value judgments involved, where we are
not going to make those value judgments. We are not here to pick
the winners and losers of what programs should stay and which
ones should not. But we are trying to do our best, based on the in-
formation that we could glean from these agencies, of how well
these programs are working. And, there are certain things where
we have to look to the agencies to collect and analyze information.

Mr. LUETKEMEYER. It was kind of interesting, when I was—I
served on the Appropriations Committee back in Missouri, and
when an agency came in and they couldn’t explain a program, it
was automatically cut.

Mr. SHEAR. Yes.

Mr. LUETKEMEYER. And you should have seen the gasps from the
rest of the crowd, who were all full of—the crowd was made up of
all the people from the agency. That is why we got their attention,
and that is how we managed our budget. This is ridiculous.

Mr. O’Brien, you know, the title of this hearing today is “Exam-
ining Inefficiencies and Duplication Across Federal Programs.” And
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I fail to see anywhere in your testimony on in this hearing you tes-
tified today anywhere where you talked about streamlining any
programs. All you talked about was collaboration.

Is there anyplace in the USDA that you are streamlining?

Mr. O’BrIEN. Yes. And I thank you for that question, Congress-
man.

Mr. LUETKEMEYER. Why wasn’t it in your testimony?

Mr. O’BRIEN. I believe, actually, in some of the written testimony
there was. Some of it should have been in the oral testimony.

Mr. LUETKEMEYER. Okay.

Mr. O’BRIEN. One thing I would like to highlight on streamlining:
In 2009, department-wide and including Rural Development, we in-
stituted an effort called Blueprint for Stronger Service. That was
focused on, streamlining the operations and the programs across
the Department.

Since that time, across the Department we have saved $700 mil-
lion in things such as reduced travel, and office closures, as well
as a number of things like coordinating procurement contracts, and
a list that I would be able to and would be very happy to provide
you on the record afterward.

Mr. O’BRIEN. Within Rural Development itself, in the last year
and a half we have reduced our workforce by about 18 percent. We
have 47 State offices. We have done things in our business pro-
grams to create team leads, 10 team leads, in 10 different regions
so that they have a higher expertise and that they basically provide
the training for our staff in these particular programs. And, also,
with some of the staffing shortages that we have, that they have
some backup in those places. So it is some streamlining.

Mr. LUETKEMEYER. Okay. With regards to—you talked about all
your collaboration. Okay, through your collaborative efforts, have
you found places where you can save?

Mr. O'BRIEN. Yes, I

Mr. LUETKEMEYER. Collaborating with other agencies, have you
found where you can save some money?

Mr. O’BrIEN. I think the—I think yes, sir. And thank you for
that question.

Mr. LUETKEMEYER. Okay. Since you have found places, have you
instituted a program to save that money?

Mr. O’'BrIEN. Well, I think that the money—well, you know, in-
stituted a program. I think that with the reduced—I think with
those savings what we have experienced as opposed to—because a
number of our programs have been cut, and in particular our sala-
ries and expenses have been reduced in the last few years

Mr. LUETKEMEYER. Okay, we got that part. What about programs
now? You know, you have sequestration cuts coming here. Have
you found a place where you can cut, other than salaries and asso-
ciated expenses, somewhere in your programmatic group?

Mr. O’'BRIEN. Yes, we have. And——

Mr. LUETKEMEYER. Give me an example.

Mr. O’BRIEN. In the fiscal year 2013 budget, we identified some
programs that we thought would

Mr. LUETKEMEYER. Give me an example, please.

Mr. O’BRIEN. I think the Rural Business Opportunity Grant Pro-
gram in the 2013 budget was one that we recommended that it not
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be funded. There were a number of other programs that we did rec-
ommend some reduced——

Mr. LUETKEMEYER. With the new sequestration cuts, what are
some of your latest ones you are going to go after?

Mr. O’BRIEN. The latest programs that we will go after?

Mr. LUETKEMEYER. Yes, uh-huh.

Mr. O'BRIEN. Well, with the sequestration cuts, the way that it
works with our budget lines so the way that sequestration will af-
fect the programs in the Rural Business Cooperative Service, each
of those programs will be cut 5 percent. And we have looked at
flexibilities to try and perhaps move some of those dollars around,
and

Mr. LUETKEMEYER. Okay, but you haven’t——

Mr. O’BRIEN. I am afraid that we do not have that flexibility.

Mr. LUETKEMEYER.—given an example. You haven’t given me an
example of a program that you are going to cut or where you are
going to make a cut.

Mr. O’BRIEN. In response to the sequestration?

Mr. LUETKEMEYER. Yes.

Mr. O’BRIEN. We do not have the flexibility to pick and choose
which program to cut

Mr. LUETKEMEYER. Okay.

Mr. O’'BRIEN.—and which one not to cut.

Mr. LUETKEMEYER. All right. Very good. Thank you.

Thank you, Mr. Chairman.

Chairman GRAVES. Mr. Murphy?

Mr. MurpPHY. Thank you, Mr. Chairman. Thank you all for being
here today. GAO reported that only half the entrepreneurial assist-
ance programs identified attempted to measure their success. Is
that accurate? That only about half the programs are being meas-
ured for success?

Mr. SHEAR. Yes.

Mr. MURPHY. It is. Okay. Forgive me. I am new here. I am just
trying to get my head around this. But it is hard for me to believe
that we are giving all this money and it is not being tracked. And
I know we all keep talking about it here, and I don’t want to beat
a dead horse, but maybe you could start off by maybe telling me
what you think should be tracked when this money is given out.

Mr. SHEAR. We don’t raise many issues with what is tracked as
far as metrics over time, such as how many entrepreneurs are
being served, things of that nature.

What we are critical of—evaluations are important but don’t
have to occur on an annual basis. It would be quite costly to do
such. But what we are looking for is certain snapshots in time for
evaluations which get at the question as to how well these pro-
grams are serving their intended purposes.

Mr. MuUrPHY. Things such as how many jobs are created, ROI?

Mr. SHEAR. No, and I really appreciate that question.

We actually think it can be very problematic to try to estimate
directly how many jobs are created by a program because it is so
hard to benchmark what would have happened in the absence of
the program.

But let me just give you an example using the three counseling
and training programs that Mr. Chodos runs for SBA. And, in that
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case, what they look at is, first, for those people who get counseling
and training from those programs, how do they value that coun-
seling and training in terms of how much it helps their businesses?
But then I think, more importantly, it takes those businesses that
are served, and it collects information on how well those businesses
do after they receive such assistance.

So the underlying issue is that counseling and training programs
are supposed to help businesses succeed. They come up with an es-
timate of how much it helps them succeed. And if they are suc-
ceeding—there is the general notion that if they are succeeding,
they are probably providing more jobs in the community because
they are successful businesses as a result of the counseling and
training.

Mr. MuURrPHY. Can you provide an example, maybe, of a program
you thought was failing and what you did about it?

Mr. SHEAR. It is not like we do anything about it. Again, we don’t
want to pick out winners and losers. We report on the results of
some of these evaluations. It is——

4 Mr. MURPHY. So you don’t want to report on it; you want us to

o it.

Mr. SHEAR. Well, the question is, is there a specific program that
you might be interested in, or maybe somebody on the panel would
be? I mean, I can identify one where the evaluation does not show
a lot of success. Would you like me to identify one from our list?

Mr. MURrPHY. I think that would be helpful for all of us.

Mr. SHEAR. Okay.

In our list, which is—the table is not in my prepared statement.
It is in our report that my statement is based on. We have a table
of evaluations that have been conducted. And in that, the SBA pro-
gram that shows up as not being especially effective at its purpose
is the HUBZone program. It is supposed to facilitate economic de-
velopment in economically depressed areas. And the evaluation
conducted on that program suggests that, due to kind of the small
nature of the dollars involved over the very large geographic area,
that the program has not facilitated economic development, which
is the purpose of the program.

So that is one program. I hate picking one program, but that is
one program which, if you read the table in our report, I think it
stands out.

Mr. MUrpPHY. Thank you for that.

And since we don’t have the measures and since it seems per-
haps more complicated for you to give us employment numbers,
ROI, that sort of thing, do you provide other areas that we can cut,
other programs, instead of that one in particular. I mean, is there
a whole list of them?

And that goes for all three of you.

Mr. SHEAR. We are not picking the winners and losers. And part
of it, getting back to

Mr. MURPHY. But you need to give us the information to be able
to do so, correct?

Mr. SHEAR. It is like for us or the agencies to evaluate, and we
are saying the agencies have a responsibility to collect and evaluate
certain information. We collected an extensive amount of data from
the agencies, and it only allows us to go so far in terms of what
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we can say about these programs or how the agencies use the infor-
mation to administer the programs and to demonstrate effective-
ness.

And we can’t make up data. We are a fact-based agency. So we
have done what we can with the information made available. And
among our biggest recommendations is that agencies, both individ-
ually and collectively, should be collecting information and evalu-
ating information that tries to demonstrate how well the programs
are working.

Mr. MURPHY. Thank you.

Ms. VELAZQUEZ. Mr. Chairman, would you indulge me 1 second
to make a follow-up question regarding the HUBZone program to
Mr. Shear?

Mr. Shear, the HUBZone program is supposed to provide eco-
nomic development opportunities in low-income communities. Is
that the case?

Mr. SHEAR. Yes. It is to foster economic development, yes.

Ms. VELAZQUEZ. And is there any data to back this up?

Mr. SHEAR. The one evaluation conducted—and I am just going
to go through a couple steps.

One of the things that we recommended when we prepared a re-
port on the HUBZone program that was delivered to this Com-
mittee in 2008, that there should be evaluations of the effectiveness
of the program. SBA acted like they were going to evaluate, but the
one evaluation of it by the Office of Advocacy does not show that
it has the intended impact.

Ms. VELAZQUEZ. Thank you. The short answer is no.

Mr. SHEAR. The answer is no, yes.

Chairman GRAVES. Mr. Collins?

Mr. CoLLINS. Thank you, Mr. Chairman.

I am relatively new here, and, you know, so I have been listening
and watching. And I guess my take of what I am hearing today,
Mr. Shear, is that if you are the teacher, you are not giving very
good grades to Mr. Chodos or Mr. O’Brien.

So if I look at that as a report card and, you know, I look at what
we are talking about, a lack of coordination and efficiency and so
forth, I guess—you know, some people know me around the country
as the pied piper of Lean Six Sigma, bringing efficiency to govern-
ment. And I have done that. So I guess I have a simple question.

Some of the concerns that I am hearing Mr. Shear bring up are
just screaming for a master black belt to step in and take a project
and process-map one or two in the SBA, and in process-mapping
what those steps are, look for efficiencies but, more importantly,
define outcomes, define metrics, come up with control charts.

Where we say we don’t measure it all the time, well, if the proc-
ess is properly set up, you will get data at every turn that will give
you your metrics. They are ongoing, hourly, daily, monthly snap-
shots. Snap your fingers, you have the data.

And what I am hearing is a lack of data, a lack of accountability,
duplication, overlap. I mean, it is just screaming, to me, let’s maybe
think about something out of the private sector. Lean Six Sigma is
what comes to mind.

I mean, do you have a comment to make? Does that make sense
to you? Is it something you might want to try, Mr. Chodos?
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Mr. CHODOS. Thank you, Congressman.

Let me say—and I just want to make sure that we leave a proper
impression and set of facts with the Committee here today. The
SBA’s Office of Entrepreneurial Development engages in among the
most robust tracking and “metricking” of outputs and outcomes
across all of our entrepreneurial development programs of just
about anywhere in the Federal Government.

We track in detail demographic data about our clients, who they
are, how big their business is, what their revenues are. Then we
track what services we provide. Then we track what outcomes they
report in terms of changes in revenue, changes in number of em-
ployees, job starts, business starts, that sort of thing.

And then, in addition to the hard data, which is done on a client-
by-client basis, we engage in annual evaluation through surveying
of the clients who have received our services to find out attitudinal
changes, management changes, and the effectiveness of the pro-
grams. And then we track cohorts over time to see how things have
improved over time.

We are deeply engaged in exactly the kind of process manage-
ment that you are describing. We agree with you completely that
it is critical.

We recognize that improvements in performance analysis are an
ongoing project. You never get it right just once and then stop; you
do it on an ongoing basis. We are happy to work with the Com-
mittee on an ongoing basis, as we do and look forward to con-
tinuing to do, to look at what we measure and how we measure it
and to find opportunities for making it even better.

Mr. CoLLINS. Mr. O’Brien, do you have a——

Mr. O’BRIEN. Yes, just very quickly. I will also—and sort of a
two-part answer is that, at USDA Rural Development, we also
track every one of our programs. We take the recommendations on
how we improve that tracking and, in particular, how we can do
a better job at program evaluation very seriously. And, in fact, we
are in the middle of a strategic plan right now on how we can do
so.
On your point about Lean Six Sigma, indeed, Secretary Vilsack,
when he was the Governor of lowa, it was something that he
brought to State government, Lean Six Sigma in particular, and
that is something he brought to the USDA. We have used it across
the Department at USDA Rural Development. We have used it in
a number of places. So, absolutely, we agree with that.

Mr. CoLLINS. Well, I mean, that is encouraging. I will just—not
to go to the Agriculture, it was just disappointing when Secretary
Vilsack, the other day, said that Lean Six Sigma won’t work with
food inspectors. It works everywhere.

But, you know, I guess I am hearing a little bit of a disconnect,
because it starts with the GAO report of all the opportunities, but
then taking it to isolated cases, everything is fine, but everything
is not fine.

So, Mr. Shear, do you want to comment on those two answers?

Mr. SHEAR. One of the reasons why I referred to the counseling
and training programs, which Mr. Chodos is in charge of, is that
is one of the better examples where—so if you are saying what
grade to get, his office gets one of the better grades, if not the best
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grade, among these agencies. And for the programs within SBA,
compared with other SBA programs in other areas, his three pro-
grams come out the best. And one of the things that makes it at-
tractive for me, when I am asked questions about it, I can give an
example of something that goes down the path that we are looking
for. So his programs do a little bit better.

But there is the distinction between, again, metrics, where you
can track certain processes and outcomes, and measures of effec-
tiveness and collecting information on how well programs are ad-
ministered. His programs, among the programs we are talking
about today, his three programs are the ones that are the best
evaluated.

And I will just make reference to, without commenting on the
numbers, but on page 9 of my written statement we have a table
which really gets to the internal control issues, what types of infor-
mation are the agencies collecting to administer their programs.
And I will just refer to it. You can get an idea as far as kind of
a scorecard, or a grade sheet as such, of how well the different
agencies are doing.

Mr. CoLLINS. Thank you. My time is up.

Chairman GRAVES. Mr. Payne?

Mr. PAYNE. Thank you, Mr. Chairman, and to the ranking mem-
ber of the Committee.

Let’s see. Mr. Shear, in your effort to identify overlap and frag-
mentation of the programs across Federal agencies, did the GAO
take into account programs that are designed for targeted popu-
lations, such as under-represented minorities and women?

Mr. SHEAR. Yes, we did. And we tried to draw on that as far as
what are the purposes of the program. And this is one reason why
we refer to overlap and fragmentation.

So we still represent—again, I will use the example of Mr.
Chodos’ three programs. Women’s Business Centers are targeted to
a lower-income population than Small Business Development Cen-
ters, for example. So we take that into account in describing it.
Nonetheless, they are programs that do provide similar services.

So one of the questions here—again, we are not picking the win-
ners and losers—is, is there a way to provide services in a better
way, or is there a restructured program that could be done, where
those populations, including those that are reached by the Women’s
Business Centers, could be done in a more efficient manner?

Mr. PAYNE. So, you know, in trying to understand what you do,
you deal primarily in the facts, and you transfer or make a rec-
ommendation to the SBA or the agency, correct?

Mr. SHEAR. Yes, we have made recommendations to the four
agencies and to the Office of Management and Budget about serv-
ing entrepreneurs and small businesses.

Mr. PAYNE. And the program that you did mention, HUBZone,
and your findings and seeing that it is not achieving its goal, Mr.
Cglodos, when you get information like that, what do you do with
it?

Mr. CHODOS. Well, every time we get information from the GAO,
we take it extremely seriously, and we evaluate it and try to under-
stand what it is that they were looking at and what the opportuni-
ties are for making decisions going forward.
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I will say that the HUBZone program falls within the Office of
Government Contracting and Business Development at the agency,
so it is not primarily under my purview.

Mr. PAYNE. Okay.

Mr. CHODOS. So I am happy to go back and to submit further in-
formation to the Committee about what was done after the 2008
GAO report in order to provide sort of a historical context of what
occurred from that point forward.

But the effectiveness of the programs is a key area of focus, and
I am happy to provide further information on the HUBZone pro-
gram.

Mr. PAYNE. Thank you.

In an effort to try to remain positive on a very frustrating topic,
nice tie.

And I would like to ask you and Mr. O’Brien, in response to the
GAO report, the Department of Commerce stated that the GAO
should consider the complementary role many agencies play in the
field of economic development and need for varied but complemen-
tary activities to address the complexities of entrepreneurs.

Can you provide examples within your agency where complemen-
tary services may be confused with duplication or overlap?

Mr. CHODOS. I think I can provide at least one example. There
are examples within our network of the three programs virtually
every day.

Our SBDCs, our Women’s Business Centers, and our SCORE vol-
unteers work with each other on the ground in communities across
America in order to evaluate entrepreneurs when they come in the
door, find out are they nascent, just getting started, do they al-
ready have 30 employees and they are looking for the next round
of financing, are they developing new products and materials. And
they find them the help that is right for them at that particular
stage in the life of the business. That is something we do within
our own programs every day.

But, more broadly, there are programs across the government,
many of which were identified in Mr. Shear’s report, which do pow-
erfully valuable work supporting entrepreneurship, either through
providing capital, grant-based funding, technical assistance, coun-
seling, et cetera.

And so we have worked in the joint regional cluster initiatives,
we have worked with Commerce, Labor, Energy, NIST, agencies
across the Federal Government, and Ag, in order to make the real
analysis that Mr. Shear has been talking about, which is: What are
all of the things that we all do? And how can we bring them to-
gether in a single, focused, combined, and coordinated effort so that
communities can get the benefit of all those programs and services,
can understand what they all are, can navigate through them and
get the benefit of them, and have the most bang for the taxpayer
buck.

So, that kind of coordination is something at the heart of what
all of us are trying to do.

Mr. PAYNE. Mr. Chairman, if I could just allow Mr. O’Brien a
brief answer on that.

Mr. O’BrIEN. Thank you, Congressman.
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And I would associate myself with the response from Mr. Chodos.
And, certainly, there has been, I think, some unprecedented col-
laboration across the Federal agencies in this administration here
in Washington, D.C. I just want to mention, though, some collabo-
ration on the ground.

As we have mentioned, SBA has a very unique field structure,
essentially, the way that they work with their intermediaries. We
at Rural Development, primarily, almost exclusively, the folks that
we work with are our employees in the 400 offices throughout the
country. So those Federal employees that live in rural America, are
part of that community, really understand the needs of those. And
the unique programs that Rural Development has many times can
be complemented by the programs from SBA and others.

So we now, partially in response to the GAO report, we send out
an evaluation to our staff at Rural Development every other year
asking them, how much you collaborating and coordinating with
SBA?

I will just mention two or three data points. This is from the
2011 survey. And we asked States—and there were 41 States that
responded—do you advise borrowers and grantees about SBA’s pro-
gram? It was universal; every one of our States has now picked up
that habit. And to be honest with you, as a field-based organiza-
tion, if what we talk about in Washington, D.C., doesn’t hit the
ground, you know, in rural Missouri, then it doesn’t matter what
we talk about here.

So we found some real highlights about the collaboration that is
happening out there, and we found some soft spots. And we con-
tinue to do some training to make sure that collaboration happens.

Mr. PAYNE. Thank you very much.

Mr. O’BrIEN. Thank you.

Chairman GRAVES. Mr. Tipton?

Mr. TipTON. Thank you, Mr. Chairman.

And I would like to thank our panel for being here today.

Mr. Chodos, I just want to make sure that I understood. Part of
your testimony, you had indicated, you said that you are working,
USDA, SBA, together to be able to recruit small businesses from
rural communities into the HUBZone program? Is that accurate?

Mr. CHODOS. Yes. Among the initiatives that we have under-
taken with Ag pursuant to our MOU, in addition to co-training and
cross-referring through our field networks, is to try to spread the
world about the availability of the HUBZone program in order to
make it more available and accessible to small businesses in rural
communities, because many of our HUBZones are in rural commu-
nities.

Mr. TIPTON. Great.

Then I guess I would like to ask you a question on behalf of my
rural communities. We have in Archuleta County 8.5 percent un-
employment; Delta County, 8.1 percent; Montrose County, 9.6 per-
cent unemployment; Montezuma County, 7.9 percent unemploy-
ment; Ouray County, 8 percent unemployment; Rio Grande County,
8.6 percent unemployment; San Miguel County, 10.5 percent unem-
ployment.
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And they just had their HUBZones pulled. How are you reaching
out and helping those communities? All rural communities. I drive
them.

Mr. CHODOS. So, what I imagine you are referring to is that
there was just a realignment of all of the HUBZone designations
across the country as a result of the last census. And the agency
does not dictate or decide what is a HUBZone. It is determined by
the census tract and the various data in the tract.

I don’t know specifically about what happened in the HUBZones
and the designations in those counties

Mr. TIPTON. I would truly invite you to take a look at that.

Mr. CHODOS. Yes.

Mr. TipTON. Because I just read your criteria. Every one of these
countries, perhaps save the census, meet that criteria.

Mr. CHODOS. May I get back to you with a specific county-by-
county explanation of what occurred?

Mr. TipTON. I would certainly appreciate that. This is important
for our areas.

Mr. TipTON. And I would like to follow up on my colleague from
New York’s comments in regards to seeking out some volunteerism.
You are familiar with SCORE?

Mr. CHODOS. Extremely. SCORE is one of the networks under
my supervision.

Mr. TiproN. Right. You know, I just met with them yesterday,
and SCORE’s independent research of their 2012 client impact
shows that they assisted over 38,000 businesses being formed,
82,000 jobs created. So they are obviously able to actually do some
real measurement.

So how does SBA use this data to be able to promote and advo-
cate for SBA programs like SCORE that are effective and efficient?

Mr. CHODOS. So, as we describe the number of clients we counsel
and train, the number of businesses that we start, the number of
small businesses that we help counsel in specific areas, and the
number of trainings that we offer, SCORE’s figures are included
within those. And, if requested, I can give you very specific num-
bers for specific locations within SCORE.

But let me just back up to say, there is no force in the world as
powerful as that in the heart of a volunteer. We are so grateful for
what SCORE and its 13,000 volunteers do across the country every
day. They give of their own time and their own experience. We
have a collection of over 300,000 years of accumulated experience
in the SCORE network. And they go out into communities across
the country every day and help small businesses start and grow by
offering the benefit and the gift of their experience. It is a powerful
tool.

Mr. TipTON. No question, you know, very positive. And I think
Mr. Collins’ point and my point is in tough economic times let’s
take advantage of that and be able to promote it. Because these are
people that did grow businesses and do know how to be able to ac-
tually see the results and to be able to stick with the mentoring.

Mr. O’Brien, I did want to ask you about the USDA Rural Devel-
opment loans. I am concerned about those. It is set to remove com-
munities from qualification, I think, on March 27th. Similar issues
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that I am talking about in regards to unemployment with the
HUBZone programs.

We have two communities, Fruita and Palisade, in my district
that will lose their eligibility for these Rural Development loans
based, again, on the latest census formula and calculation.

Mr. O’BRIEN. Yes.

Mr. TIPTON. The unemployment in these areas is about 8.4 per-
cent.

When a community is eligible to utilize a program for 10 years
and then all of a sudden this is just pulled, can you see why folks
in my district are actually angry about this? This is a rural, de-
p}l;essed—we don’t have a recession, we have a depression going on
there.

Mr. O’BRIEN. Yes. Thank you for that question, Congressman.
And we certainly understand. We have heard from many commu-
nities and stakeholders who are concerned about the implementa-
tion of the 2010 Decennial.

The three different laws that provide us the authority at Rural
Development to implement our housing, business, and utilities pro-
grams, each of them essentially says that we must implement the
programs pursuant to the latest census. Because of the new 2010
Decennial data, it took us a little bit of time to be able to accumu-
late that data, and, by that time, we were in continuing resolu-
tions.

Our general counsel advised us that, at the end of this con-
tinuing resolution, the one that we are in right now, we have a
legal requirement to implement the law, which is to implement the
2010 Decennial, unless Congress extends eligibility in the con-
tinuing resolution—which there is some language you probably
know about in both of the vehicles that are out there right now.

We understand it is a serious issue, but we look to the law for
our authority.

Mr. TipTON. Thank you, Mr. Chairman. My time has expired.

Chairman GRAVES. Mr. Hanna?

Mr. HANNA. There is a premise—hi, Mr. Shear. It is nice of you
to be here 2 days in a row. Thank you.

Thank you, Chairman.

There is a premise, kind of overriding premise here that things
are measurable, that somehow there is an empirical method em-
bodied in what you do and that you how to apply it. I don’t take
that for granted. I doubt if you do either.

But how much of what you do can draw the kinds of conclusions
that we need to draw? And how much of what you do and all of
you do is fundamentally more subjective? And how do you decide
how to weight all of that when you think? If that isn’t too obscure
a question.

Mr. SHEAR. I think it is a very good question, and it is a good
question to draw the distinction of what we might do as a fact-
based audit agency that doesn’t make the value judgments and the
role of those of you who are put into the challenging position of de-
termining the use of taxpayers’ money.

There is not a magical evaluation that is going to, simply put,
rank-order programs. But, nonetheless, when you do conduct eval-
uations that get to how well are businesses doing that receive cer-
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tain forms of assistance, what businesses are getting that assist-
ance, what does that suggest for what benefits are generated from
the program, whether it be counseling and training or loans or
whatever it may be, it helps inform those decisions.

As far as a lot of the discussion, in our report we certainly point
out certain deficiencies, and, based on that, we make recommenda-
tions. I mean, one of the things that you have heard from this
panel, and, I will echo, we certainly have gotten responses from the
agencies that, whether they agree or disagree with us or not, they
have taken actions to implement our recommendations.

Mr. HANNA. Uh-huh.

Mr. SHEAR. Now, as happens with committees across the govern-
ment, and I will say this Committee, which I have had the pleasure
of working with for a number of years, is that there is a need to
follow up and just say, okay, are those actions actually being taken,
and what are they leading to?

It is promising to us that there is a cross-cutting goal that has
been established by the administration to serve small businesses
and entrepreneurs, but the idea is that we are looking for some-
thing much further. We are glad that there are MOUs between
these two agencies and other agencies, but we are looking for, well,
are you going to specify roles and responsibilities in those MOUSs?
Are you going to specify joint strategies for how to achieve things?

And all that requires some form of evaluation. It doesn’t nec-
essarily have to be rocket science, but, yet, there just seems to be
a lack of information used to figure out how to best serve America’s
entrepreneurs.

Mr. HANNA. Sure. And the interpretation of that has got to be
an extremely difficult part because it must fraught with both em-
pirical/mathematical and subjective outcomes and processes.

I guess my point is that if you make a mistake in this business,
in your analysis, it doesn’t necessarily lead to the conclusion that
the program is good or bad. Is that fair?

Mr. SHEAR. I think that, yes, it is important to basically recog-
nize whatever the limitations of your evaluation are and to respond
to the information based on that. So I would agree with that.

Let me put it that way. There are certain times we have taken
SBA data on, let’s just say, their credit program, their 7(a) pro-
gram, and geocoded them so that we can analyze who is being
served and things of that nature. There have been times where we
take data that is available and will evaluate and will say how well
we think a program is working or who it is serving.

But, in this case, there is still a lot of information out there that
isn’t being collected for anybody to evaluate.

Mr. HANNA. Uh-huh. Thank you.

I yield back.

Chairman GRAVES. Any other questions?

Well, I want to thank you all for participating today.

You know, the government has long recognized the need to aid
entrepreneurs, but with 52 entrepreneur assistance programs, I
think we have more confusion than clarity. And sometimes we can
do a whole lot more with less. And I hope today’s hearing is going
to inspire the USDA and the SBA to reexamine their collaborative
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efforts to truly align with the GAO’s recommendations and benefit
entrepreneurs.

Further, as we seek solutions to our budget crisis, this Com-
mittee is going to continue to examine these programs and discover
which serve entrepreneurs most effectively, and we are going to
look for opportunities to replace the duplicative and ineffective pro-
grams. That is all there is to it.

And, with that, I would ask unanimous consent that Members
have 5 legislative days to submit statements and supporting mate-
rials for the record.

And, without objection, that is so ordered.

Chairman GRAVES. And, with that, this hearing is adjourned.
Thank you.

[Whereupon, at 2:22 p.m., the Committee was adjourned.]
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Chairman Graves, Ranking Member Velazquez, and Members of the
Committee:

I am pleased to be here today to discuss our work on economic
development programs that provide entrepreneurial assistance.
Entrepreneurs play a vital role in the U.S. economy, and the federal
government provides a variety of support and assistance to them. in
August 2012, we reported information on 52 programs at the
Departments of Commerce (Commerce), Housing and Urban
Development (HUD), Agriculture (USDA), and the Small Business
Administration (SBA) that support entrepreneurs.’ According to agency
officials, these programs, which typically fund a variety of activities in
addition to supporting entrepreneurs, spent an estimated $2 billion on
economic development efforts in fiscal year 2011. Economic development
programs that effectively provide assistance to entrepreneurs, in
conjunction with state and local government and private sector economic
development initiatives, may help businesses develop and expand.
However, the ways that these programs are administered could lead to
inefficient delivery of services, such as requiring entrepreneurs to fill out
applications to multiple agencies with varying program requirements,
These inefficiencies could compromise the government’s ability to
effectively provide the needed services and meet the shared goals of the
programs.

In January 2011, Congress updated the Government Performance and
Results Act of 1993 (GPRA) with the GPRA Modernization Act of 2010
(GPRAMA). GPRAMA establishes a new framework aimed at taking a
more crosscutting and integrated approach to focusing on results and
improving government performance. Among other things, GPRAMA
requires the Office of Management and Budget (OMB) to coordinate with
agencies to establish outcome-oriented federal government priority goais
covering a limited number of policy areas, as well as goals to improve
management across the federal government. The President’'s 2013
budget submission includes the first interim federal government priority
goals, including one to increase federal services to entrepreneurs and
small businesses, with an emphasis on start-ups and growing firms and
underserved markets.

'GAO, Entrepreneurial Assistance: Opportunities Exist to Improve Programs’
Collaboration, Data-Tracking, and Performance Management, GAQ-12-819 (Washington,
D.C.: Aug. 23, 2012).

Page 1 GAO-13-452T
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My testimony today is based on information on these 52 programs that is
discussed in our August 2012 report. Specifically, this testimony
discusses (1) the extent of overlap, fragmentation, and duplication and
their effects on entrepreneurs, as well as agencies’ actions to address
them; and (2) the extent to which agencies collect information necessary
to track program activities and whether these programs have met their
performance goals and have been evaluated. This testimony also
provides information on the agencies’ actions to address
recommendations we made in our August 2012 report.

In summary, we found the following:

+ Federal programs that support entrepreneurs are fragmented and
overlap based on the type of assistance they are authorized to offer,
such as financial (grants and loans) and technical (training and
counseling), and the type of entrepreneur they are authorized to
serve. Much of the overlap among these 52 programs tends to be
concentrated among programs that provide a broad range of technical
and financial assistance. In addition, while agencies have taken steps
to collaborate more in administering these programs, they have not
implemented a number of good collaborative practices we have
previously identified, and some entrepreneurs struggle to find the
support they need. GPRAMA’s crosscutting framework requires that
agencies collaborate in order to address issues such as economic
development that transcend more than one agency, and GPRAMA
directs agencies to describe how they are working with each other to
achieve their program goals. Without enhanced collaboration and
coordination, agencies may not be able to make the best use of
limited federal resources in the most effective and efficient manner.

« Agencies do not track program information on entrepreneurial
assistance activities for many programs, a practice that is not
consistent with government standards for internal controls. In addition,
we found that 33 of the 52 programs had set goals for their programs,
but 19 of these 33 programs did not meet any of their goals or only
met some of their goals.? Further, agencies have conducted

2Two programs have goals but did not have goal accomplishment information. Goal
accomplishment information for HUD's Section 4 Capacity Building for Affordable Housing
and Community Development program is unknown because HUD did not provide it. In
addition, goal accomplishment information for USDA’s Smalt Business Innovation
Research program is not available because the program goals are based on 2-year time
periods and the current period has not yet ended.

Page 2 GAO-13-452T
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evaluations of only 20 of the 52 active programs since 2000. As a
result, information on program efficiency and effectiveness is limited,
and scarce resources may be going toward programs that are less
effective. GPRAMA requires agencies to set and measure annual
performance goals, and recognizes the value of program evaluations
because they can help agencies assess programs’ effectiveness and
improve program performance. Without more robust program
information, agencies may not be able to administer programs in the
most effective and efficient manner.

Based on our findings, we recommended that the four agencies and OMB
explore opportunities to enhance collaboration among programs, both
within and across agencies, and that the four agencies track program
information and conduct more program evaluations. The agencies neither
agreed nor disagreed with the recommendations but did provide
information on their plans to address them.

For our August 2012 report, on which this testimony is based, we focused
our analyses on 52 economic development programs at Commerce,
HUD, USDA, and SBA that are authorized to support entrepreneurs. We
reviewed statutory and regulatory authority on the activities and services
the agencies can conduct to administer each of the programs, and we
found significant overlap and fragmentation among programs that provide
technical assistance to entrepreneurs (35 of the 52 programs). Therefore,
we focused on how the agencies provide this assistance. We reviewed
agency documents and conducted interviews in both headquarters and
field offices to determine how technical assistance is provided to
entrepreneurs and the extent of agency collaboration at the local level,
including both urban and rural areas. We assessed this technical
assistance information against promising collaborative practices that we
have previously identified.® For all 52 programs, we also evaluated the
agencies’ methods for tracking the activities conducted and assistance
provided against standards for internal controls that we have previously
identified.* For each program, we reviewed information on program
mission and goals, performance goals and accomplishments, and

3GAO‘ Results-Oriented Government: Practices That Can Help Enhance and Sustain
Collaboration among Federal Agencies, GAO-08-15 (Washington, D.C.: Oct. 21, 2005).

4GAD, Standards for Internal Control in the Federal Government, GAGI/AIMD-00-21.3.1
{Washington, D.C.: Nov. 1, 1999).

Page 3 GAO-13-452T
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program evaluations conducted during the last decade. We evaluated this
information against promising practices of leading organizations and the
requirements of GPRAMA. In addition, we obtained and reviewed the
agencies’ statements on their plans for implementing the
recommendations made in our August 2012 report. The work on which
this statement is based was performed from June 2011 through March
2013 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Fragmented Programs
Overlap, and
Agencies’ Efforts to
Collaborate Have
Been Limited

Federal efforts {o support entrepreneurs are fragmented, which occurs
when more than one agency or program is involved in the same broad
area of national interest. In fiscal year 2011, the 52 programs we
reviewed that support entrepreneurial efforts were distributed across four
agencies: Commerce (8 programs), HUD (12 programs), SBA (19
programs), and USDA (13 programs). Based on a review of the statutes
and regulations for these 52 programs, we determined that the programs
overlap in both the type of assistance they provide and the characteristics
of the beneficiaries they target. The programs generally can be grouped
according to at least one of three types of assistance that address
different entrepreneurial needs: (1) technical assistance, (2) financial
assistance, and (3) government contracting assistance, Many of the
programs can provide more than one type of assistance, and most focus
on technical assistance, financial assistance, or both:

s Technical assistance: Thirty-five programs distributed across the four
agencies provide technical assistance, including business training,
counseling and research, and development support. SBA administers
10 of the 35 programs.

e Financial assistance: Thirty programs distributed across the four
agencies support entrepreneurs through financial assistance in the
form of grants, loans, and venture capital. SBA administers 10 of the
30 programs.

« Government contracting assistanice: Five programs, all of which are

administered by SBA, support entrepreneurs by helping them qualify
for federal procurement opportunities.

Page 4 GAO-13-452T
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Appendix | lists the programs GAQ identified that may have similar or
overlapping objectives, provide similar services, or be fragmented across
government missions.

We found that overlap tends to be concentrated among programs that
provide technical and financial assistance. Within the technical assistance
category, 24 of the 35 programs are authorized to provide or fund a broad
range of technical assistance both to entrepreneurs with existing
businesses and to nascent entrepreneurs—that is, entrepreneurs
attempting to start a business—in any industry, including SBA’s Small
Business Development Centers Program. Similarly, 16 of the 30 financial
assistance programs can provide or guarantee loans that can be used for
a broad range of purposes to existing businesses and nascent
entrepreneurs in any industry, including SBA’s 7(a) Loan Program.

In addition, a number of programs overlap based on the characteristics of
the targeted beneficiary. Most programs either target or exclusively serve
one of four types of businesses: businesses in rural areas, businesses in
economically distressed areas, disadvantaged businesses, and small
businesses.’ For example, SBA’s 19 programs are all limited to serving
small businesses, with several programs that either target or exclusively
serve disadvantaged businesses. Entrepreneurs may fall into more than
one beneficiary category—for example, an entrepreneur may be in an
area that is both rural and economically distressed. Therefore, these
entrepreneurs would be eligible, based on program authority, for more
than one subset of programs. For example, a small business in a rural,
economically distressed area, such as Susquehanna County,
Pennsylvania, could, in terms of program authority, receive a broad range
of technical assistance through at least nine programs at all four of the

5The definition of rural varies among these programs, but according to USDA—the agency
that administers many of the economic development programs that serve rural areas—the
term rurat typically covers areas with population limits ranging from less than 2,500 to
50,000. Based on statutory language, we characterize economically distressed areas as
communities with high concentrations of iow- and moderate-income families or high rates
of unemployment, underemployment, or both. See, e.g., 42 U.8.C. § 3141, 42U.8C. §
5301. Likewise, based on statutory language, we characterize disadvantaged businesses
as those owned by women, minority groups, or veterans, among other factors. See, e.g.,
15 U.8.C. § 6837(a), 15 U.S.C. § 656. The definition of small business varies amang these
programs, but according to SBA~-the agency that administers many of the economic
development programs that serve small businesses—the term small business refers to
businesses that have annual receipts or total employee numbers under an agency-defined
value for their specific industry.

Page 5 GAO-13-452T



34

agencies, including SBA’s SCORE and Small Business Development
Centers programs and USDA’s Rural Business Enterprise Grants and
Rural Business Opportunity Grants programs. Similarly, a small business
that is both minority- and women-owned in an urban, non-economically-
distressed area, such as Raleigh, North Carolina, could receive financial
assistance in the form of guaranteed or direct loans for a broad range of
uses through at least four programs at two of the four agencies, including
SBA’s 7(a) Loan and Small Business Investment Companies programs.
While many programs overlap in terms of statutory authority,
entrepreneurs may in reality have fewer options o access assistance
from multiple programs. For example, while entrepreneurs seeking
technical assistance in Susquehanna County, Pennsylvania, are eligible
to receive this support through USDA’s1890 Land Grant Institutions
program, the closest funded third-party intermediary (e.g., nonprofit or
local government) that actuaily provides this service is in Delaware,
making it unlikely that such an entrepreneur would utilize services through
this program.

SBA administers five programs that provide government contracting
assistance to entrepreneurs, but our analysis did not identify significant
overlap in the types of assistance these programs provide or the types of
entrepreneurs they serve. These programs tend to target specific types of
entrepreneurs and provide unique types of assistance. For example, the
Procurement Assistance to Small Businesses program coordinates
access to government contracts for smalf and disadvantaged businesses
with other federal agencies, while the 8(a) Business Development
Program coordinates certification of eligible disadvantaged businesses for
the contracts made available at these other agencies, in addition to
providing business development assistance during their 9 years of
eligibility.®

Although we identified a number of examples of statutory overlap, we did
not find evidence of duplication among these programs (that is, instances
when two or more agencies or programs are engaged in the same
activities to provide the same services to the same beneficiaries) based
on available data. However, as discussed later, most agencies were not

SSBA’s 8(a) program, named for a section of the Small Business Act, is a development
program created to help small, disadvantaged businesses compete in the U.S. economy
and access the federal procurement market. Participating businesses, which are generally
referred to as 8(a) firms, are eligible to participate in the program for 9 years.
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able to provide the programmatic information, such as data on users of
the program, that would be necessary to determine whether or not
duplication actually exists among the programs.

Some entrepreneurs struggle to navigate the fragmented programs that
provide technical assistance. For example, some entrepreneurs and
various technical assistance providers with whom we spoke—including
agency field offices, intermediaries, and other local service providers-—
told us that the system can be confusing and that some entrepreneurs do
not know what services are available or where to go for assistance.”
Technical assistance providers sometimes attempt to help entrepreneurs
navigate the system by referring them fo other programs, but these efforts
are not consistently successful. In addition, programs’ Internet resources
can also be difficult to navigate. Each agency has its own separate
website that provides information to entrepreneurs, but they often direct
entrepreneurs to other websites for additional information. SBA,
Commerce, USDA, and other agencies have collaborated to develop a
joint website called BusinessUSA with the goal of making it easier for
businesses to access services. Some technical assistance providers and
entrepreneurs we spoke with suggested that a single source to help
entrepreneurs quickly find information instead of sorting through different
websites would be helpful.

Enhanced collaboration between agencies could help address some of
the difficulties entrepreneurs experience and improve program efficiency.
In prior work we identified practices that can help to enhance and sustain
collaboration among federal agencies, which can help to maximize
performance and results, and we have recommended that the agencies
follow them.® These collaborative practices include identifying common
outcomes, establishing joint strategies, leveraging resources, determining
roles and responsibilities, and developing compatible policies and
procedures. In addition, GPRAMA’s crosscutting framework requires that
agencies collaborate in order to address issues such as economic

"Federal funds typically flow from the federalf agencies o different eligible intermediaries,
which are third-party entities that receive federal funds, such as nonprofits or universities.
These intermediaries in turn may provide technical assistance to entrepreneurs by, for
example, helping them to develop a business plan or put together a loan package to
obtain financing. Although intermediaries are the primary providers of technical
assistance, agency field offices may also provide some technical assistance.

BGAO-06-15.
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development that transcend more than one agency, and GPRAMA directs
agencies to describe how they are working with each other to achieve
their program goals. While the agencies have agreed to work together by
signing formal agreements to administer some of their similar programs,
they have not implemented a number of other good collaborative
practices we have previously identified. For example, SBA and USDA
entered into a formal agreement in April 2010 to coordinate their efforts
aimed at supporting businesses in rural areas. We previously testified that
USDA’s April 2011 survey of state directors indicates progress under the
memorandum of understanding in several areas, including field offices
advising borrowers of SBA’s programs, referring borrowers to SBA and its
resource partners, and exploring ways to make USDA and SBA programs
more complementary.® However, as we reported in August 2012, the
agencies have not implemented other good collaborative practices, such
as establishing compatible policies and procedures to better support rurat
businesses.

Agencies Lack
Information to Track
Program Activities
and Measure
Performance

While the four agencies collect at least some information on program
activities in either an electronic records system or through paper files,
most were unable to summarize the information in a way that could be
used to help administer the programs. Table 1 summarizes the type of
information that the agencies maintain in a readily available format that
could be tracked to help administer the programs. For example, SBA
collects detailed information on the type of technical assistance provided
and type of entrepreneur served for 5 of its 10 technical assistance
programs. SBA categorizes the types of technical assistance it provides
into 17 categories of training and counseling, such as helping a business
develop its business plan. All of this information is maintained in an
electronic database that is accessible by agency staff. Aithough USDA
does not collect detailed information on the type of technical assistance
provided for its eight programs that provide technical assistance, it does
collect detailed information on the industry of each of the entrepreneurs it
supports for all of its programs. USDA also collects detailed information
(19 categories) on how entrepreneurs use proceeds, such as for working
capital, provided through five of its financial assistance programs. USDA

°GAC, Entrepreneurial Assistance: Efficiency and Effectiveness of Fragmented Programs
Are Unclear, GAQ-12-801T (Washington, D.C.: Mar. 29, 2012).
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maintains this information in an electronic database, and officials stated
that they can provide this type of detailed information upon request.

Table 1: Programs that Can Support E:

and Maintain Readily Availabie information, by Agency

pi

35 Technical Assistance Programs

Information Maintained Commer(c;} HUD(9) SBA (10} USDA (8) Total (35)
Type of technical assistance provided? yes 2 0 5 Q 7
no 6 9 5 8 28

industry entrepreneur is working in? yes 8 0 5 8 21
no 4 ] 5 0 14

Type of entrepreneur by targeted yes 8 1 5 7 21
categories?” o ) s 5 1 72

30 Financial Assistance Programs

Commezcze) HUD (10) SBA (10} USDA (8) Totat (30)

Type of financial assistance provided? yes 2 8 9 8 27
no ] 2 1 0 3

Use of proceeds? yes 2 1 7 5 156
no 0 9 3 3 15

Industry entrepreneur is working in? yes 2 0 5 8 15
no 0 10 5 0 15

Type of entrepreneur by targeted yes 2 3 8 5 18
categories? o 0 7 2 3 12

Source: GAO analysis of inforrmation provided by Commerce, HUD, USDA, and SBA.

Note: This table is based on 50 of the 52 programs that can support entrepreneurs because we
exciuded the 2 SBA programs that only support government contracting assistance. Some of the 50
programs can provide both financial and technical assistance.

*Targeted categories can include businesses in rural or economically distressed areas,
disadvantaged businesses, or small businesses.

According to OMB, being able to track and measure specific program
data can help agencies diagnose problems, identify drivers of future
performance, evaluate risk, support collaboration, and inform follow-up
actions. Analyses of patterns and anomalies in program information can
also help agencies discover ways to achieve more value for the
taxpayer's money. In addition, agencies can use this information to
assess whether their specific program activities are contributing as
planned to the agency goals. Government internal control standards state
that agencies should promptly and accurately record fransactions to
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maintain their relevance and value for management decision making. "
Furthermore, this information should be readily available for use by
agency management and others so that they can carry out their duties
with the goal of achieving all of their objectives, including making
operating decisions and allocating resources.

We also found that for fiscal year 2011, a number of programs that
support enfrepreneurs failed to meet some or all of their performance
goals. Table 2 summarizes accomplishment data for the programs that
support entrepreneurs and set goals for fiscal year 2011. For example, 7
of the 14 SBA programs that set goals either did not meet any of their
goals or only met some of their goals.

Tabtle 2: Accomplishment Data for Programs that Support Entrepreneurs and Set
Goals, Fiscal Year 2011

Programs that did not Prog; that met Progl that met all

meet goals some goals goals
Commerce 1 5 2
HUD 2 0 4]
8BA 2 5 7
USDA 4 ) 3
Total 9 10 12

Source: GAQ analysis of data from Commerce, HUD, SBA, and USDA,

Note: Two programs have goals but did not have goal accomplishment information. Goat
accomplishment information for HUD's Section 4 Capacity Building for Affordable Housing and
Community Deve!opment program |s unknown because HUD did not provide goal accomplishment

ir i 1for USDA's Small Business innovation Research
program is not avaﬂabie because lhe program goals are based on 2-year time periads and the current
period has not yet ended.

Measuring performance allows organizations to track the progress they
are making toward their goals and gives managers crucial information on
which to base their organizational and management decisions. Leading
organizations recognize that performance measures can create powerful
incentives to influence organizational and individual behavior. Some of
their good practices include setting and measuring performance goals.
GPRAMA also requires agencies to develop annual performance plans
that include performance goals for an agency’s program activities and

OGAAIMD-00-21.3.1.
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accompanying performance measures. According to GPRAMA, these
performance goals should be in a quantifiable and measurable form to
define the evel of performance to be achieved for program activities each
year.

Further, since 2000 the agencies have conducted program evaluations of
only 20 of the 52 programs that support entrepreneurs. Based on our
review, we found that SBA has conducted performance evaluation studies
on 9 of its 19 programs, including 3 programs that provide counseling and
training. We also found that USDA has conducted an evaluation on 1 of
its 13 programs, but the study did not address the extent to which the
program was achieving its mission. Although GPRAMA does not require
agencies to conduct formal program evaluations, it does require agencies
to describe program evaluations that were used to establish or revise
strategic goals, as well as program evaluations they plan to conduct in the
future. Additionally, while not required to do so, agencies can use periodic
program evaluations to complement ongoing performance measurement.
Program evaluations that systematically study the benefits of programs
may help identify the extent to which overlapping and fragmented
programs are achieving their objectives. In addition, program evaluations
can help agencies determine reasons why a performance goal was not
met and give an agency direction on how to improve program
performance.

To address these issues and to help improve the efficiency and
effectiveness of federal efforts to support entrepreneurs, in our August
2012 report, we made the following recommendations:

» The Director of the Office and Management and Budget; the
Secretaries of the Departments of Agriculture, Commerce, and
Housing and Urban Development; and the Administrator of the Small
Business Administration should work together to identify opportunities
to enhance collaboration among programs, both within and across
agencies.

» The Secretaries of the Departments of Agriculture, Commerce, and
Housing and Urban Development and the Administrator of the Small
Business Administration should consistently collect information that
would enable them to track the specific type of assistance programs
provide and the entrepreneurs they serve and use this information to
help administer their programs.

Page 11 GAO-13-452T
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« The Secretaries of the Departments of Agriculture, Commerce, and
Housing and Urban Development and the Administrator of the Small
Business Administration should conduct more program evaluations to
better understand why programs have not met performance goals and
the programs’ overall effectiveness.

The agencies, together with the administration, have taken some steps to
address our recommendations. For example, the administration has
initiated steps that provide the agencies with a mechanism to work
together to identify opportunities to enhance collaboration among
programs. In particular, it introduced a cross-agency priority goal to
increase services to entrepreneurs and small businesses in the fiscal year
2013 budget submission.’" One of the objectives under this goal is to
utilize programs and resources across the federal government to improve
and expand the reach of training, counseling, and mentoring services to
entrepreneurs and small business owners. According to the fiscal year
2012 fourth quarter status update for this goal, the administration
established an interagency group (including Commerce, SBA, USDA, and
others) that aims to streamline existing programs, improve cooperation
among and within agencies, ease entrepreneurs’ access to the programs,
and increase data-based evaluation of program performance. The update
also notes that the interagency group will develop an action plan outlining
opportunities to enhance collaboration among programs across agencies
and a strategy for increasing data collection and outcome-based program
evaluation. However, the update does not specify a timeframe for the
completion of these actions. It will be important for the interagency group
to follow through on developing an action plan, including milestones, that
identifies opportunities to enhance collaboration among programs across
agencies and for the agencies to pursue such opportunities.

In addition, the four agencies said that they have taken steps to improve
program evaluation and collect information to help track program activities
and administer programs that support entrepreneurs. For example,

YGPRAMA, among other things, required OMB to coordinate with agencies to establish
outcome-oriented federal government priority goals——otherwise referred to as crosscutting
goals—covering a limited number of policy areas, as well as goals to improve
management across the federal government. Entrepreneurship and small businesses was
one of 14 interim crosscutting priority goals included in the President’s 2013 budget
submission
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« SBA noted that it is engaged in a comprehensive analysis and review
of its performance measures and metrics to identify opportunities to
make them more efficient and transparent. SBA added that in
coordination with its Office of Performance Management, all of its
offices are working together to achieve more efficient and effective
data-driven performance measures.

« Commerce’s Economic Development Administration noted that it has
partnered with two universities to develop a comprehensive set of
performance measures that can be used to evaluate the effectiveness
of its programs and has engaged a third-party firm to assess best
practices within the agency’s University Center Program, with the
findings scheduled to be completed in 2015.

» USDA noted that its Rural Business-Cooperative Service is
developing a strategic plan that includes an initiative to improve the
quality of performance measurement within the next 2 years.

« HUD noted that it included a proposed study of its Community
Development Block Grant economic development activities in its draft
research roadmap for fiscal years 2014 to 2018.

Chairman Graves and Ranking Member Velazquez, this concludes my
prepared statement. | would be happy to answer any questions at this
time.
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Appendix I: List of Programs That Support
Entrepreneurs and Related Budgetary
Information

Agency Program FY 2011 obligations®
Department of Commerce Grants for Public Works and Economic Development 114,528,000
Facilities
Economic Development/ Support for Planning Organizations 31,352,000
Economic Development/ Technical Assistance 13,373,000
Economic Adjustment Assistance 78,720,000
Trade Adjustment Assistance 15,418,000
Giobal Climate Change Mitigation Incentive Fund 17,468,000
Minority Business Centers 17,948,122
Native American Business Enterprise Centers® 0
U.8. Department of Agricuiture Woody Biomass Utilization Grant Program 3,000,000
1880 Land Grant institutions Rural Entrepreneurial Outreach o
Program/Rural Business Entrepreneur Development Initiative”
Small Business innovation Research 22,635,200
Biomass Research and Development Initiative Competitive Grants 2,075,000
Program
Value Added Producer Grants 1,318,000
Agriculture Innovation Center 0
Small Socially-Disadvantaged Producer Grants 2,940,000
Intermediary Re-lending 7,364,000
Business and Industry Loans 70,202,000
Rural Business Enterprise Grants 38,586,000
Rural Cooperative Development Grants 8,424,000
Rural Business Opportunity Grants 2,581,000
Rural Microentrepreneur Assistance Program 6,668,000
Department of Housing and Urban  Community Development Block Grant (CDBG)Y/Entitlement Grants® 325,549,306
Development CDBG/Special Purpose/insular Areas® 214,396
CDBG/States’ 559,961,961
CDBG/Non-entitlement CDBG Grants in Hawaii® 338,257
CDBG/Brownfields Economic Development initiative 0
CDBG/Section 108 Loan Guaraniees 8,000,000
Section 4 Capacity Building for Affordable Housing and Community 50,000,000
Development
Rural innovation Fund™ Q
CDBG Disaster Recovery Grants o
Indian CDBG 64,000,000
Hispanic Serving Institutions Assisting Communities 0
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Appendix I List of Programs That Support
Entrepreneurs and Related Budgetary

Information
Agency Program FY 2011 obligations®
Alaska Native/Native Hawaiian Institutions Assisting Communities 0
Small Business Administration 8(a}) Business Development Program 58,274,000
7{j} Technical Assistance 6,502,000
Procurement Assistance to Small Businesses 21,171,000
Small Business Investment Companies 26,305,000
7{a) Loan Program 88,000,000
Surety Bond Guarantee Program 4,865,000
SCORE 12,980,000
Small Business Development Centers 130,323,000
504 Loan Program 38,888,000
Womern's Business Centers 18,446,000
Veterans' Business Quireach Centers 8,995,000
Microloan Program 38,729,000
PRIME 8,863,000
New Markets Venture Capital Program’ 0
internationat Trade 7,681,000
HUBZone 15,569,000
Small Business Technology Transfer Program 362,000
Small Business Innovation Research Program 781,000
Federal and State Technology Partnership Program 1,885,096

Total

1,950,272,338

Source: GAO analysis of information provided by Commerce, HUD, SBA, and USDA,

“Fiscal year 2011 obligations were provided by agency officials for each program. HUD's figures

represent fiscal year 2011 actual budget authority rather than obligations. SBA figures represent fiscal
year 2011 fully allocated costs rather than obfigations.

“Commerce’s Native American Business Enterprise Centers program incurred obligations in fiscal
year 2011, but Commeroe officials could not provide funding data at the program level. Funding for
this program is included in the fiscal year 2011 obligations for Commerce’s Minority Business Center
program.

“USDA's 1890 program does not have a congressicnal appropriation but is instead funded through
USDA's Salaries and Expenses account. Funding is not reported separately for this program and is
listed as $0 here, but the program is active and funded.

“This figure is an estimate of actual budget authority used for activities that GAO categorizes as
economic development, rather than total program expenditures, and does not include other costs for
activities such as housing or public services.

“This figure is an estimate of actual budget authority used for activities that GAO categorizes as

economic development, rather than total program expenditures, and does not inchude other costs for
activifies such as housing or public services.
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Appendix I: List of Programs That Support
Entrepreneurs and Related Budgetary
Information

"This figure is an estimate of actual budget authority used for activities that GAO categorizes as
economic development, rather than total program expenditures, and does not include other costs for
activities such as housing or public services.

SThis figure is an estimate of actual budget authority used for activities that GAO categorizes as
economic development, rather than total program expenditures, and does not include other costs for
activities such as housing or public services,

"HUD officials noted that $31,355,236 in 5-year grants was awarded in September 2011 through this
program, but those funds wifl not be obligated until after fiscal year 2011. These funds include
$25,000,000 that was appropriated in fiscal year 2010 for the program and additional funds
recaptured through HUD's Rural Housing and Economic Development program.

'According to SBA officials, the New Markets Venture Capital program is a one-time pilot program that
received one-time funding in fiscal year 2001.
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:
ENTREPRENEURIAL ASSISTANCE

Opportunities Exist to Improve Programs’
Collaboration, Data-Tracking, and Performance
Management

What GAO Found

Federal efforts to support entrepreneurs are fragmented—including among 52
programs at the Department of Agriculture (USDA), Commerce, and Housing and
Urban Development (HUD) and the Small Business Administration (SBA). All
overlap with at least one other program in terms of the type of assistance they
are authorized 1o offer, such as financial (grants and loans) and technical
{training and counseling), and the type of entrepreneur they are authorized to
serve. Some entrepreneurs struggle to navigate the fragmented programs that
provide technical assistance. For example, some entrepreneurs and technical
assistance providers GAO spoke with said the system can be confusing and that
some entrepreneurs do not know where to go for assistance. Collaboration could
reduce some negative effects of overlap and fragmentation, but field staff GAO
spoke with did not consistently collaborate to provide training and counseling
services to enirepreneurs. The agencies have taken initial steps to improve how
they collaborate by entering into formal agreements, but they have not pursued a
number of other good collaborative practices GAO has previously identified. For
example, USDA and SBA entered into a formal agreement in 2010 to coordinate
their efforts to support businesses in rural areas; however, the agencies’
programs that can support start-up businesses—such as USDA’s Rural Business
Enterprise Grant program and SBA’s Small Business Development Centers—
have yet to determine roles and responsibilities, find ways to leverage each
other’s resources, or establish compatible policies and procedures. Without
enhanced collaboration and coordination agencies may not be able to make the
best use of limited federal resources in the most effective and efficient manner.

Agencies do not track program information on entrepreneurial assistance
activities for many programs, a number of programs have not met their
performance goals, and most programs lack evaluations. In particular, the
agencies do not generally track information on the specific type of assistance
they provide or the entrepreneurs they serve, in part because they do not rely on
this information to administer the programs. Rather, agencies may rely, for
example, on data summaries in narrative format, which cannot be easily
aggregated or analyzed. According to government standards for internal control,
this information should be available to help inform management in making
dedcisions and identifying risks and problem areas. GAQ also found that 19
programs failed to meet their annual performance goals related to
entrepreneurial assistance, including USDA’s Rural Business Opportunity
Grants, Commerce’s Economic Development/Support for Planning
Organizations, HUD's indian Community Development Block Grants, and SBA’s
504 loans to finance commercial real estate. Programs could potentially rely on
results from program evaluations to determine the reasons why they have not
met their goals, as well as to gauge overali effectiveness. However, the agencies
lack program evaluations for 32 of the 52 programs. Therefore, information on
program efficiency and effectiveness is limited, and scarce resources may be
going toward programs that are less effective. In addition, without more robust
program information, agencies may not be able to administer programs in the
most effective and efficient manner.

United States Government Accountabiiity Office
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United States Government Accountability Office

Washington, DC 20548

August 23, 2012
Congressional Commiitees

Entrepreneurs play a vital role in the U.S. economy. The federal
government provides a varfety of support and assistance to them, and
dozens of programs exist to support entrepreneurs across numerous
federal agencies. Economic development programs that effectively
provide assistance o entrepreneurs, in conjunction with state and local
government and private sector economic development injtiatives, may
help businesses develop and expand. However, we have previously
raised guestions about the potential negative effects of fragmentation and
overlap among federal programs that can support entrepreneurs.
Specifically, we have questioned how efficiently federal agencies are
administering these programs and how effective the programs are at
achieving their mission. This report focuses on 52 programs administered
by the U.S. Departments of Agriculture (USDA), Commerce (Commerce),
and Housing and Urban Development (HUD) and the U.S. Small
Business Administration (SBA) that provide assistance to entrepreneurs.’
In 2011, we examined these programs and found that each program
overlapped with at least one other program in terms of the economic
development activities that they are authorized to fund.? According to
agency officials, these programs, which typically fund a variety of
activities in addition to supporting entrepreneurs, spent an estimated $2.0
bilion on economic development efforts in fiscal year 2011.

Section 21 of Public Law 111-139, enacted in February 2010, requires
GAO to conduct routine investigations to identify federal programs,
agencies, offices, and initiatives with duplicative goals and activities within

The number of programs administered by Commerce, HUD, SBA, and USDA that we
identified in February 2012 as supporting entrepreneurial efforts decreased from 53 to 52
because USDA’s Empowerment Zones program was ended by Congress during fiscal
year 2010 and has been excluded from this review. See GAO, 2012 Annual Report:
Opportunities to Reduce Duplication, Overlap and Fragmentation, Achieve Savings, and
Enhance Revenue, GAQ-12-3428P (Washington, D.C.: Feb. 28, 2012).

2GAO, Opportunities to Reduce Potential Duplication in Government Programs, Save Tax
Dolfars, and Enhance Revenue, GAD-11-3188P (Washington D.C.. Mar. 1, 2011) and
Efficiency and Effectiveness of Fragmented Economic Development Programs Are
Unctear, GAQ-11-477R (Washington, D.C.: May 19, 2011).
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departments and governmentwide, and report annually to Congress.®
This report discusses (1) the extent of overlap, fragmentation, and
duplication and their effects on entrepreneurs, and agencies’ actions to
address them; and (2) the extent to which agencies collect information
necessary to track program activities and whether these programs have
met their performance goals and have been evaluated.

While we identified a more comprehensive list of federal programs that
can fund economic activities more generally, we focused our analyses on
these 52 economic development programs that are authorized to support
entrepreneurs because these are the programs that appeared to overlap
the most within the four agencies whose missions focus on economic
development. We reviewed statutory and regulatory authority for each
program on the activities and services the agencies can conduct to
administer each of the programs. Because there was significant overlap
and fragmentation among programs that provide technical assistance (for
example, business training and counseling and support for research and
development) to entrepreneurs (35 of the 52 programs), we focused on
how the agencies provide this assistance. We reviewed agency
documents and conducted interviews in both headquarters and the field
to determine how technical assistance is provided to entrepreneurs and
the extent of agency collaboration at the local level. We interviewed 14
officials from four federal agencies, 9 officials from two regional
commissions, four entrepreneurs who have received federal support, and
five state and iocal partners in select geographic areas where there was
evidence of ongoing collaboration between the federal agencies. These
geographic areas included both urban and rural areas. We assessed this
technical assistance information against promising collaborative practices
that we have previously identified.? For all 52 programs, we also
evaluated the agencies’ methods for tracking the activities conducted and
assistance provided against standards for internal controls that we have
previously identified.® For each program, we reviewed information on

in a letter dated August 31, 2011, to the Comptroller General, the Chairwoman of the
Senate Committee on Agriculture, Nutrition and Forestry asked, among other things, that
we address a number of issues involving the potential for overlap, duplication, and
fragmentation in economic development programs administered by the four agencies.

4GAO, Resuits-Oriented Government: Practices That Can Help Enhance and Sustain
Colfaboration among Federal Agencies, GAO-06-15 (Washington, D.C.: Oct. 21, 2005).

SGAO, Standards for Internal Control in the Federal Government, GAO/AIMD-00-21.3.1
(Washington, D.C.: Nov. 1, 1999).
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program mission and goals, performance goals and accomplishments,
and program evaluations conducted during the last decade. We evaiuated
this information against promising practices of leading organizations and
the requirements of the GPRA Modernization Act of 2010. Appendix |
provides more information on our scope and methodology.

We conducted this performance audit from June 2011 to July 2012 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Background

Fragmentation, Overlap,
and Duplication

Fragmentation refers to circumstances in which more than one federal
agency (or more than one organization within an agency) is involved in
the same broad area of national interest. Overlap involves programs that
have similar goals, devise similar strategies and activities to achieve
those goals, or target similar users. Duplication occurs when two or more
agencies or programs are engaged in the same activities or provide the
same assistance to the same beneficiaries. In some instances, it may be
appropriate for multiple agencies or entities to be involved in the same
programmatic or policy area due to the nature or magnitude of the federal
effort. However, we have previously identified instances where multiple
government programs or activities have led to inefficiencies, and we
determined that greater efficiencies or effectiveness might be
achievable.®

S5ee GAO-12-3428P.
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efining Federal n September , we reported that there is no commonly accepte

Defining Federal In September 2000, rted that th i ted
Economic Development definition for economic development.” Absent a common definition, we
Programs subsequently developed a list of nine activities most often associated with

economic development.® In general, we focused on economic activities
that directly affected the overall development of an area, such as job
creation, rather than on activities that improved individuals’ quality of life,
such as housing and education. The nine economic activities are

« supporting entrepreneurial efforts,

« supporting business incubators and accelerators,

» constructing and renovating commercial buildings,

« constructing and renovating industrial parks and buildings,

« strategic planning and research,

« marketing and access to new markets for products and industries,
« supporting telecommunications and broadband infrastructure,

« supporting physical infrastructure, and

« supporting tourism.

Appendix Il provides illustrative examples of each of these economic
activities. Appendix lil provides more information on the 52 economic
development programs we focused on for this report. Appendix IV

includes a list of additional programs that are administered by federal
agencies we identified that can fund at least one of these activities.

"See GAO, Economic Development: Multiple Federal Programs Fund Simifar Economic
Development Activities, GAO/RCED/GGD-00-220 (Washington, D.C.: Sept. 29, 2000).

83ee GAO, Rural Economic Development: More Assurance Is Needed That Grant

Funding Information is Accurately Reported, GAQ-08-284 {(Washington, D.C.:
Feb. 24, 2008).
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GPRA Modernization Act
of 2010

in January 2011, Congress updated the Government Performance and
Results Act of 1993 (GPRA) with the GPRA Modernization Act of 2010
(GPRAMA). GPRAMA establishes a new framework aimed at taking a
more crosscutting and integrated approach to focusing on results and
improving government performance. Effective implementation of
GPRAMA could play an important role in clarifying desired outcomes;
addressing program performance spanning muitiple organizations; and
facilitating future actions to reduce unnecessary duplication, overlap, and
fragmentation. Among other things, GPRAMA requires the Office of
Management and Budget (OMB) to coordinate with agencies to establish
outcome-oriented federal government priority goals covering a limited
number of policy areas, as well as goals to improve management across
the federal government. it aiso requires OMB—in conjunction with the
agencies—to develop a federal government performance plan that
outlines how they will make progress toward achieving goals, including
federail government priority goals. The President's 2013 budget
submission includes the first interim federal government priority goals,
including one to increase federal services to entrepreneurs and small
businesses with an emphasis on start-ups and growing firms and
underserved markets.®

Fragmented Programs
Overlap, and
Agencies’ Efforts to
Collaborate Have
Been Limited

The identified economic development programs that support entrepreneurs
overlap based on both the type of assistance they provide and the
characteristics of the beneficiaries they target. This overlap among
fragmented programs can make it difficult for entrepreneurs to navigate the
services available to them. In addition, while agencies have taken steps to
collaborate more in administering these programs, they have not
implemented a number of good collaborative practices we have previously
identified, and some entrepreneurs struggle to find the support they need.

9GAO, Managing for Resufts: GAO’s Work Related to the Interim Crosscutling Priority
Goals under the GPRA Madernization Act, GAQ-12-820R (Washington, D.C.: May 12,
2012). We identified additional programs at Cornmerce, HUD, 8BA, and USDA that can
assist entrepreneurs with access to financing, mentorship and counseling services, and
government contracts and research grants, and we recommended that the Director of
OMB review the additional departments, agencies, and programs that we identified, and
constider including them in the federal government's performance plan, as appropriate.
OMB staff agreed with our recommendation that OMB review the additional departments,
agencies, and programs that we have identified and determine if they are relevant to
achieving the crosscutting goals.
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Many Programs Are
Authorized to Provide
Similar Types of
Assistance and Target
Similar Beneficiaries

Federal efforts to support entrepreneurs are fragmented, which occurs
when more than one agency or program is involved in the same broad
area of national interest. Commerce (8), HUD (12), SBA (19), and USDA
{13) administered 52 programs that couild support entrepreneurial efforts
in fiscal year 2011. Several types of overlap—which occurs when
programs have similar goals, engage in similar activities or strategies to
achieve them, or target similar beneficiaries—exist among these
programs, based on the type of assistance the programs offer and
characteristics of the programs’ targeted beneficiaries.

Many of the programs provide entrepreneurs with similar types of
assistance. The programs generally can be grouped according to at least
one of three types of assistance that address different entrepreneurial
needs: help obtaining (1) technicat assistance, (2) financial assistance,
and (3) government contracts. Many of the programs can provide more
than one type of assistance, and most focus on technical assistance,
financial assistance, or both: 1

+ Technical assistance: Thirty-five programs distributed across the four
agencies can provide technical assistance, including business
training, counseling and research, and development support.

s Financial assistance: Thirty programs distributed across the four
agencies can support entrepreneurs through financial assistance in
the form of grants and loans. "

105BA administers two programs that solely provide entrepreneurs with assistance in
obtaining government contracts: the Historically Underutifized Business Zone (HUBZone)
program, which supports small businesses located in economically distressed areas, and
the Procurement Assistance to Small Businesses program, which serves smail
businesses located in any area.

"The number of programs administered by Commerce, HUD, SBA, and USDA that were
identified in GAO-12-3428F as supporting technical assistance decreased from 36 to 35
because USDA’s Empowerment Zones program is no longer active.

27he number of programs administered by Commerce, HUD, SBA, and USDA that were
identified in GAO-12-3428P as supporting financial assistance decreased from 33 to 30
because USDA's Empowerment Zones program is no longer active and because
subsequent to that report, Commerce told us that its Minority Business Centers and Native
American Business Enterprise Centers programs only support technical assistance.
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« Government contracting assistance: Five programs, all of which are
administered by SBA, can support entrepreneurs by helping them
qualify for federal procurement opportunities.*

We reviewed the statutes and regulations for each program and found
that overlap tends to be concentrated among programs that provide a
broad range of technical and financial assistance. Within the technical
assistance category, 24 of the 35 programs are authorized to provide or
fund a broad range of technical assistance both to entrepreneurs with
existing businesses and to nascent enfrepreneurs——that is, entrepreneurs
attempting to start a business—in any industry. This broad range of
support can include any form of training or counseling, including start-up
assistance, access to capital, and accounting. Examples of programs in
this categery include Commerce's Minority Business Centers, five of
HUD’s Community Development Block Grant (CDBG) programs, SBA’s
Small Business Development Centers, and USDA’s Rural Business
Opportunity Grants, ** Eight additional programs can support limited types
of technical assistance or industries.® For example, Commerce’s Trade
Adjustment Assistance for Firms only supports existing businesses
negatively affected by imports, and USDA’s Small Socially-
Disadvantaged Producer Grants only serves agricultural businesses.

Similarly, 16 of the 30 financial assistance programs can provide or
guarantee loans that can be used for a broad range of purposes to
existing businesses and nascent entrepreneurs in any industry. Examples
of programs in this category include Commerce’s Economic Adjustment
Assistance programs, six of HUD’s CDBG programs, SBA’s 7(a) Loan
Program, and USDA’s Business and industry Loans. Five other programs

BThe number of programs administered by Commerce, HUD, SBA, and USDA that were
identified in GAO-12-3428P as supporting government contracting assistance decreased
from seven to five because subsequent to that report, Commerce told us that its Minority
Business Centers and Native American Business Enterprise Centers programs only
support technical assistance,

Mot the eight HUD CDBG programs, five operate in different areas of the United States
that do not geographically overlap, one can only provide support to areas recovering from
presidentially declared disasters, and two can operate in any area of the United States.

The other three technical assistance programs are Commerce's Economic
Develepment—Support for Planning Organizations, Economic Development—Technical
Assistance, and Grants for Public Works and Economic Development Facilities, which
support assistance to economic development arganizations and local governments, which
in turn support businesses.
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can support loans for a more narrow range of purposes or industries,
while the other nine programs can only support other types of financial
assistance, such as grants, equity investments, and surety guarantees.'®

In addition, a number of programs overlap based on the characteristics of
the targeted beneficiary. Most programs either target or exclusively serve
one of four types of businesses: businesses in rural areas, businesses in
economically distressed areas, disadvantaged businesses, and small
businesses. '’ For example, all of HUD’s 12 programs that can provide
support to entrepreneurs are focused on serving beneficiaries in
economically distressed areas or target benefits at low- to moderate-
income individuals. SBA's 19 programs are all limited to serving small
businesses, with several programs that either target or exclusively serve
disadvantaged businesses and microenterprises.'® Eight of USDA’s 13
programs are limited to rural service areas, and four of these programs
are limited to small businesses or microenterprises. Among Commerce’s
eight programs, six are limited to serving beneficiaries in economically
distressed areas, while two exclusively serve disadvantaged businesses.

16Equity investments are capital provided to a business to purchase common or preferred
stock, or a similar instrument. SBA can guarantee surety bonds {that is, an agreement
between a surety company and the owner of a project that a contract will be completed)
for contracts up to $2 million. These contracts can cover bonds for small and emerging
contractors who cannot obtain surety bonds through regular commercial channels. 8BA's
guarantee gives sureties an incentive to provide bonding for eligible contractors and
thereby strengthens a contractor’s ability to obtain bonding and greater access to
contracting opportunities.

The definition of rural varies among these programs, but according to USDA—the
agency that administers many of the econemic development programs that serve rural
areas-—the term rural typically covers areas with population limits ranging from less than
2,500 to 50,000, Based on statutory language, we characterize economically distressed
areas as communities with high concentrations of low- and moderate-income families or
high rates of unemployment and/or underemployment. See, e.g., 42 U.S.C. § 3141; 42
U.8.C. § 5301. Likewise, based on statutory language, we characterize disadvantaged
businesses as those owned by wemen, minority groups, and veterans, among other
factors. See, e.g.,, 15 U.S.C. § 637(a); 15 U.8.C. § 656. The definition of small business
varies among these programs, but according to SBA~the agency that administers many
of the economic development programs that serve smalf businesses—the term smalt
business refers to businesses that have annual recelpts or total employee numbers under
an agency-defined value for their specific industry.

13r\llicroenterprises are generally defined as commercial enterprises that have ten or fewer
employees.
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Entrepreneurs may fall into more than one beneficiary category—for
example, an entrepreneur may be in an area that is both rural and
economically distressed. Therefore, these entrepreneurs would be
eligible, based on program authority, for more than one subset of
program. For example, a small business in a rural, economically
distressed area, such as Susquehanna County, Pennsylvania, could, in
terms of program authority, receive a broad range of technical assistance
through at least nine programs at all four of the agencies, including:

« Commerce’s Economic Adjustment Assistance;

« HUD’s CDBG/States, Rural Innovation Fund, and Section 4 Capacity
Building;

» SBA’'s SCORE and Small Business Development Centers; ™ and

« USDA’s1890 Land Grant Institutions, Rural Business Enterprise
Grants, and Rural Business Opportunity Grants.?®

Similarly, a small business that is both minority- and women-owned in an
urban, noneconomically distressed area, such as Seattte, Washington,
could in terms of program authority, receive a broad range of technical
assistance through at least seven programs at three of the four agencies,
including:

« Commerce’s Minority Business Centers;
« HUD's CDBG/Entitlement and Section 4 Capacity Building; and
« SBA's Program for investment in Micro-entrepreneurs (PRIME),

SCORE, Small Business Development Centers, and Women's
Business Centers.

WSCORE, formerly Service Corps of Retired Executives, provides technical assistance
support for small business, start-ups and entrepreneurs.

204UD's Rural Innovation Fund program did not receive funding in fiscal year 2011 but is
stilt active. USDA's18080 Land Grant Institutions received an unspecified amount of
funding through USDA's Salaries and Expense account rather than program
appropriations.
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Entrepreneurs may also be eligible for muitiple subsets of financial
assistance programs based on their specific characteristics. For example,
a small business in a rural, economically distressed area, such as
Bourbon County, Kansas, could in terms of authority, receive financiat
assistance in the form of guaranteed or direct loans for a broad range of
uses through at least eight programs at the four agencies, including:

« Commerce’s Economic Adjustment Assistance;

» HUD’'s CDBG/States, Rural Innovation Fund and Section 4 Capacity
Building;

« SBA’s 7(a) Loan Program and Small Business Investment
Companies; and

« USDA’s Business and Industry Loans and Rural Business Enterprise
Grants.

A small business that is both minority and women-owned in an urban,
noneconomically distressed area, such as Raleigh, North Carolina, could
receive financial assistance in the form of guaranteed or direct loans for a
broad range of uses through at least four programs at two of the four
agencies, including:

« HUD's CDBG/Entitlement and Section 4 Capacity Building; and

« S8BA’s 7(a) Loan Program and Small Business Investment
Companies.

Five programs provide government contracting assistance to
entrepreneurs, but our analysis did not identify significant overlap in the
types of assistance these programs provide or the types of entrepreneurs
they serve. While these five programs are all administered by SBA and
can serve businesses in any industry, they tend to target specific types of
entrepreneurs and provide unique types of assistance. For example, the
Procurement Assistance to Small Businesses program coordinates
access to government contracts for small and disadvantaged businesses
with other federal agencies, while the 8(a) Business Development
Program coordinates certification of eligible disadvantaged businesses for
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the contracts made available at these other agencies, in addition to
providing business development assistance during their 9-year term. !

While many programs overlap in terms of statutory authority,
entrepreneurs may in reality have fewer options to access assistance
from multiple programs. Agencies often rely on intermediaries (that is,
third-party entities such as nonprofit organizations, higher education
institutions, or local governments that use federal grants to provide
eligible assistance directly to entrepreneurs) to provide specific support to
entrepreneurs, and these intermediaries vary in terms of their location
and the types of assistance they provide. For example, while
entrepreneurs seeking technical assistance in Susquehanna County,
Pennsylvania, are eligible to receive this support through USDA’s1890
Land Grant Institutions program, the closest funded intermediary is in
Delaware, making it unlikely that such an entrepreneur would utilize
services through this program. Additionally, intermediaries we spoke to in
several areas said they typically provide a more limited range of services
to entrepreneurs than are allowed under their statutory authority. For
example, two intermediaries that we interviewed in Texas that were
authorized to provide a broad range of technical support to entrepreneurs
through SBA’s Small Business Development Center and Commerce's
Minority Business Center noted that they each specialized in a narrower
subset of services and referred beneficiaries to each other and other
resources for some services outside of their niches. Specifically, the
intermediary at the Small Business Development Center noted that they
provide a range of long-term services to small businesses over different
phases of development, while the intermediary at the Minority Business
Center noted that they focused specifically on larger minority-owned firms
as well as start-up companies.

Overlapping programs may also employ different mechanisms to provide
similar types of support to entrepreneurs. For example, programs may
support technical assistance through different types of intermediaries that
provide services to entrepreneurs. USDA’s Rural Business Opportunity
Grants program can provide technical assistance through local
governments, nonprofit corporations, Indian tribes, and cooperatives that
are located in rural areas, while SBA’s SCORE program utilizes retired

21gBA's 8(a) program, named for a section of the Small Business Act, is a development
program created to help small, disadvantaged businesses compete in the American
economy and access the federal procurement market.
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business professionals and others that volunteer their time to provide
assistance. Additionally, programs may support financial assistance in the
form of loans through loan guarantees, direct loans, or support for
revolving loan funds. SBA’s 7(a) Loan program provides guarantees on
loans made by private sector lenders, while USDA’s Intermediary Re-
lending program provides financing to intermediaries to operate revolving
loan funds.

Additionally, some programs distribute funding through muitiple layers of
intermediaries before it reaches entrepreneurs. For example, HUD’s
Section 4 Capacity Building program is only authorized to provide grants
to five national organizations, which pass funding on to a number of local
grantees, including community development corporations that may use
the funding to provide technical or financial assistance to entrepreneurs.
HUD officials also noted that most of their programs allow local grantees
discretion on whether to use funds to support entrepreneurs or for other
authorized purposes. Other programs may competitively award grants to
multiple intermediaries working jointly in the same community to serve
entrepreneurs. For example, Commerce’s Economic Adjustment
Assistance program can provide grants to intermediaries, such as
consortiums of local governments and nonprofits, which in turn provide
technical or financial assistance to entrepreneurs.

Although we identified a number of examples of statutory overlap, we did
not find evidence of duplication among these programs (that is, instances
when two or more agencies or programs are engaged in the same
activities to provide the same services to the same beneficiaries) based
on available data. However, most agencies were not able to provide the
programmatic information, such as data on users of the program that is
necessary to determine whether or not duplication actually exists among
the programs. The agencies’ data-collecting practices will be discussed at
greater length later in this report.
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Some Entrepreneurs
Struggle to Navigate
Technical Assistance
Programs

As previously discussed, 35 programs distributed across the four
agencies provide technical assistance, including business training and
counseling. While the existence of multiple programs in and of itself is not
a problem, the delivery system of these fragmented and overlapping
technical assistance programs contains many components (see fig. 1).
Several entrepreneurs and various technical assistance providers with
whom we spoke—including agency field offices, intermediaries, and other
local service providers—told us that the system can be confusing and that
some entrepreneurs do not know what services are available or where to
go for assistance. As discussed earlier, federal funds typically flow from
the federal agencies to different eligible intermediaries, which are third-
party entities that receive federal funds, such as nonprofits or universities.
These intermediaries in turn may provide technical assistance to
entrepreneurs by, for example, helping them to develop a business plan
or put together a loan package to obtain financing. For instance, SBA’s
Women’s Business Center and Commerce’s Minority Business Center
programs can provide technical assistance through different
intermediaries, such as the Arkansas Women’s Business Center and the
University of Hawaii. Although intermediaries are the primary providers of
technical assistance, agency field offices may also provide some
technical assistance. For example, USDA’s Rural Development state
offices may provide advice on how to complete their respective grant
applications. SBA’s district offices may also discuss the different business
structures available.
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Figure 1: Fragmented Delivery System of Federally Funded Techni i fo E p S
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assist, plan, and support economic development activities. Local governments and nonprofit
organizations may aiso offer programs that can be used to support economic development activities.
In addition, there may be other federal agencies involved with supporting economic development.
Some intermediaries receive support from muitiple public- and private-secior institutions, and some
entrepreneurs we spoke with indicated that they had received assistance from muitiple sources.
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Technical assistance providers sometimes attempt to help entrepreneurs
navigate the system by referring them to other programs, but these efforts
are not consistently successful. Some of these providers told us that they
assess the entrepreneur’s needs to determine whether to assist them or
refer them to another entity that could provide the assistance more
effectively. For example, if an 1890 Land Grant intermediary were not able
to assist an entrepreneur, it might refer the entrepreneur to SBA, USDA, or
a local provider. However, such referrals are not always successful. For
example, an entrepreneur we spoke with described a case in which he
needed assistance with developing a business plan but was unable to
receive this assistance, even after several referrals. Some technical
assistance providers that we spoke with either did not appear to fully
understand other technical assistance programs or thought that others did
not fully understand their programs. For example, one technical assistance
provider told us that some technical assistance providers were focused on
more established businesses, but when we reached out to some of these
providers, they said they served all entrepreneurs. This lack of
understanding could prevent providers from making helpful referrals and
leveraging other programs and limit the effectiveness of the programs.

In addition, programs’ Internet resources can also be difficult to navigate.
Each agency has its own separate website that provides information to
entrepreneurs, but they often direct entrepreneurs to other websites for
additional information. For example, the SBA website directs users to
another website that lists the Small Business Development Centers,
which then directs users to another website that provides some
information on the centers’ avaitable services. SBA, Commerce, USDA,
and other agencies have recently collaborated to develop a joint website
called BusinessUSA with the goal of making it easier for businesses to
access services. However, the site was not fully operational as of June
2012, and none of the entrepreneurs and almost all the technical
assistance providers we spoke with were not yet aware of it. As of June
2012, this website listed a number of potential technical assistance
programs across different federal agencies with links to the programs’
websites. Some technical assistance providers and entrepreneurs
suggested that a single source to help entrepreneurs quickly find
information instead of sorting through different websites would be helpful.
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Agencies’ Collaboration
Has Been Limited

Enhanced collaboration between agencies could potentially address
some of the difficulties entrepreneurs experience and improve program
efficiency. In prior work we identified practices that can help to enhance
and sustain collaboration among federal agencies, which can help to
maximize performance and results, and have recommended that the
agencies follow them.? These collaborative practices include identifying
common outcomes, establishing joint strategies, leveraging resources,
determining roles and responsibilities, and developing compatible policies
and procedures. In addition, GPRAMA requires agencies to describe in
annual performance plans how they are working with other agencies to
achieve their performance goals and relevant federal government
performance goals.?

The agencies have taken initial steps to improve how they collaborate to
provide technical assistance to entrepreneurs by, for example, entering
into formal agreements with each other, but they have not pursued a
number of other good collaborative practices we have previously
identified, as the following exampies iliustrate:

« USDPA and SBA entered into a formal agreement in April 2010 to
coordinate their efforts aimed at supporting businesses in rural areas.
In April 2011, USDA began fo survey its state offices to help the
agency gauge the level of collaboration between its field staff and
SBA, as well as to identify additional opportunities to enhance
collaboration. However, the agencies’ business development
programs that can support start-up businesses—USDA’s Rural
Business Enterprise Grant and SBA’s Small Business Development
Centers—have yet to determine roles and responsibilities, find ways
to leverage each other’s resources, or establish compatible policies
and procedures to collaboratively support rural businesses.

+ The Appalachian Regional Development Initiative is a formal
agreement, which began in November 2010, among the Appalachian
Regional Commission (which coordinates economic development
activities in the Appatachian region), the four agencies, and other

2GAO-06-15
Bpyp. L. No. 111-352, 124 Stat. 3866 (2011).

Page 16 GAO-12-818 Entrepreneurial Assistance



68

agencies. This agreement is intended to strengthen and diversify the
Appalachian economy through better deployment and coordination of
federal resources. According to officials at the Appalachian Regional
Commission, the agencies did participate in a joint workshop to
present the locally available resources from business development to
infrastructure in the fall 2011, and USDA is one of its stronger
partners. However, the agencies have not established joint strategies,
determined roles and responsibilities, or deveioped compatible
policies and procedures for carrying out the common outcomes
outlined in their agreements at the local level where technical
assistance is provided.

« InAugust 2011 SBA and the Delta Regional Authority (which
coordinates economic development activities in the Delta region)
entered into a formal agreement to better deploy and coordinate
resources for small businesses located in the Delta region.? As part
of this agreement, in April 2012 the two entities announced a joint
effort to launch an program to support entrepreneurs called Operation
JumpStart. Operation JumpStart is designed as a hands-on,
microenterprise development program that is intended to help
entrepreneurs test the feasibility of their business ideas and plan to
launch new ventures. However, their effort thus far has been limited.
While they entered into a formal agreement to launch the program,
this agreement did not include any determinations of specific roles
and responsibilities or establish compatible policies and procedures to
collaboratively support these small businesses.

« InJune 2011, the President created the White House Rural Council to
promote economic prosperity in rural areas. 1t is chaired by the
Secretary of Agriculture and includes HUD, Commerce, SBA, and
other agencies. The council is working to better coordinate federal
programs in order to maximize the impact of federal investment in
rural areas. Even though the council has announced a number of
initiatives, such as helping rural small businesses access capital, the

The Appalachian region is made up of 420 counties in parts of 12 states—Alabama,
Georgia, Kentucky, Maryland, Mississippi, New York, North Carolina, Ohio, Pennsylvania,
South Carolina, Tennessee, and Virginia—as well as ali of West Virginia.

ZThe Delta region is made up of 252 counties and parishes in parts of eight states-
Alabama, Arkansas, Hllinois, Kentucky, Louisiana, Mississippi, Missouri, and Tennessee.
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agencies have yet to implement many of our other good collaborative
practices.

In addition, while most of these agencies at the headquarters level have
agreed to work together by signing formal agreements to administer some
of their similar programs, the agencies generally have yet to develop
compatible guidance to implement these agreements in the field. As
noted previously, some intermediaries we spoke with that provide
technical assistance through agency programs collaborate by referring
entrepreneurs to other federal programs and agencies that they believe
may better meet their needs. However these efforts are inconsistent and
do not always resuit in entrepreneurs obtaining the services they are
seeking. OMB and the four agencies also have recently taken steps to
implement GPRAMA, which requires them to coordinate better; however,
implementation was still in the early phases as of May 2012 and had not
yet affected how they administer their programs.

Implementing additional good collaborative practices could improve how
the federal government supports entrepreneurs by, for example, helping
agencies make more useful referrals, meet more diverse needs of
entrepreneurs, and present a more consistent delivery system to
entrepreneurs:

« Collaborating agencies that agree upon roles and responsibilities can
clarify who will do what, organize their joint and individual efforts, and
facilitate coordinated decision making. This effort could help agencies
not only initiate and sustain collaboration but aiso determine who is in
the best position to support an entrepreneur based on the client's
need, which could lead to more effective referrals.

« Because collaborating agencies bring different resources and
capacities to their efforts, they can look for opportunities to leverage
each other’s resources, thus obtaining additional benefits that would
not be available if they were working separately. Being able to
leverage each other's resources could help agencies more effectively
and efficiently support entrepreneurs because they may be able to
meet more diverse needs by drawing on one another’s strengths.
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» Compatible standards, policies, procedures, and data systems could
help to sustain collaborative efforts. As agencies standardize, for
example, procedures for supporting entrepreneurs, they can more
efficiently support entrepreneurs through more consistent service-
delivery methods across agencies and programs. This could be
particularly helpful for entrepreneurs who are not familiar with the
federal programs.

In addition, GPRAMA’s crosscutting framework requires that agencies
collaborate in order to address issues such as economic development
that transcend more than one agency, and GPRAMA directs agencies to
describe how they are working with each other to achieve their program
goals. As discussed previously, without more substantial collaboration,
the delivery of service to entrepreneurs, particularly those who are
unfamiliar with federal economic development programs, may not be as
effective and efficient as possible,

Agencies Lack
Information to Track
Program Activities
and Measure
Performance

Agencies do not maintain information in a way that would enable them to
track activities for most of their programs. Further, the agencies lack
information on why some programs have failed to meet some or all of
their goals, While information from program evaluations can help
measure program effectiveness, agencies have conducted evaluations of
only 20 of the 52 active programs since 2000.

Agencies Do Not Maintain
Information to Enable
Tracking of Activities for
Most Programs

While the four agencies collected at least some information on program
activities in either an electronic records system or through paper files,
most were unable to summarize the information in a way that couid be
used to help administer the programs. Promising practices of program
administration that we have identified include a strong capacity to collect
and analyze accurate, useful, and timely data.?® According to OMB, being
able to track and measure specific program data can help agencies
diagnose problems, identify drivers of future performance, evaluate risk,
support collaboration, and inform follow-up actions. Analyses of patterns

Bijaroid 1. Steinberg, Using Performance Information to Drive Performance Improvement,
Association of Government Accountants CPAG Research Series: Report No. 29
{Alexandria, VA: Dec. 2011).
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and anomalies can also help agencies discover ways to achieve more
value for the taxpayer’'s money. in addition, agencies can use this
information to assess whether their specific program activities are
contributing as planned to the agency goals.

In addition, government internal control standards state that agencies
should promptly and accurately record transactions to maintain their
relevance and value for management decision making. Furthermore, this
information should be readily available for use by management and
others so that they can carry out their duties with the goal of achieving all
of their objectives, including making operating decisions and aliocating
resources.?” This guidance calls for agencies to go beyond merely
collecting information, stating that they should systematically analyze, or
track, it over time to inform decision making. For example, the agencies
could track this information to identify trends on how the programs are
being used in different areas of the country. This information could help
the agencies strategically target program resources to support the unique
needs in each geographic area.

All four agencies collect program information but do not track detailed,
readily available information for most programs, such as the type of
technical assistance that their programs provide or fund, which is
necessary to effectively administer their programs. For example,
Commerce’'s Economic Adjustment Assistance, HUD's Section 4
Capacity Building, SBA’s PRIME, and USDA’s Rural Business
Opportunity Grant Program can all support a broad range of technical
assistance to various types of entrepreneurs, but agencies are unable to
provide information on the types of services provided that would be
necessary to compare activities across programs. Similarly, the agencies
typically do not track detailed information on the characteristics of
entrepreneurs that they serve, such as whether they are located in rurat
or economically distressed areas or the entrepreneurs’ type of industry.
Most of the agencies collect detaited information on several of their
programs in a way that could potentially help them more efficiently
administer their programs, as the following examples illustrate:

2TGACIAIMD-00-21.3 1.
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« SBA collects detailed information on the type of technical assistance
provided and type of entrepreneur served for 5 of its 10 technical
assistance programs. SBA categorizes the types of technical
assistance it provides by 17 categories of training and counseling,
such as helping a business develop its business plan. All of this
information is maintained in an electronic database that is accessible
by agency staff.

« For all of its programs, USDA collects detailed information on the
industry of each of the entrepreneurs it supports. In addition, USDA
collects detailed information (19 categories) on how entrepreneurs
use proceeds, such as for working capital, provided through five of its
financial assistance programs. USDA maintains this information in an
electronic database, and officials stated that they can provide this type
of detailed information upon request.

« For all eight of its technical assistance programs, Commerce collects
information on the type of entrepreneur served and the entrepreneurs’
industry.

White HUD tracked limited program information on the type of support it
provides to entrepreneurs, the agency collects information on other
program activities and uses it to monitor program compliance. HUD staff
meet quarterly with the Secretary of HUD to discuss these program data
and determine changes that should be made to improve how they canry
out program activities. Table 1 summarizes the type of information that
agencies maintain in a readily available format that could be tracked to
help administer the programs.
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Table 1: Programs that Can Support E P s and Maintain Readily Available Information, by Agency
35 technical assistance programs
Commerce (8} HUD {9} SBA (10} USDA {8) Total (35)

Type of technical assistance yes 2 [« 5 0 7
provided?

no 6 g 5 8 28
industry entrepreneur is yes 8 0 5 8 21
working in?

no 0 9 5 0 14
Type of entrepreneur by yes 8 1 5 7 21
targeted categories?”

no 0 8 5 1 14

30 financial assistance programs
Commerce (2) HUD (10) SBA (10) USDA {8) Total (30}

Type of financial assistance yes 2 8 9 8 27
provided?

ne 0 2 1 0 3
Use of proceeds? yes 2 1 7 5 15

no 0 9 3 3 18
industry entrepreneur is yes 2 Q 5 8 15
working in?

no 0 10 5 Q 15
Type of entrepreneur by yes 2 3 8 5 18
targeted categories?

no 0 7 2 3 12

Source: GAQ analysis of information provided by Commerce, HUD, USDA, and SBA.
Note: This table is based on 50 of the 52 programs that can support enfrepreneurs because we

excluded the 2 SBA programs that only support g it G . Some of the 50
programs can provide both financial and technical assistance.
*Targeted ies can include busi in rural or i i d areas,

i i or small busi 3

Officials who administer these programs provided a number of reasons
why they do not track detailed program information for all programs in a
way that could be used for program administration purposes. For
example, some officials stated they do not rely on program information
with this Jevel of detail o make decisions about their programs. As
previously discussed, many of these programs are administered by
intermediaries, and these intermediaries may maintain detailed
information on the services they provide. Agencies do not always require
the intermediaries to forward all of this detailed information to
headquarters. Rather, an intermediary may, for example, submit data
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summaries of the support they have provided during the reporting period
in a narrative format—a format that cannot be easily aggregated or
analyzed. Other agency officials noted that this type of summary-level
information they collect and maintain at headquarters is sufficient for their
purposes and complies with OMB reporting guidelines. However, without
tracking more detailed program information, such as the specific type of
support provided and the entrepreneurs served, agencies may not be
able to make informed decisions or identify risks and problem areas
within their programs based on factors such as how enirepreneurs make
use of program services or funding. Furthermore, agencies may not be
able to understand the extent that their programs are serving their
intended purposes.

Some Programs Failed to
Meet Their Goals

Our review found that for fiscal year 2011, a number of programs that
support entrepreneurs failed to meet some or all of their performance
geals. Measuring performance allows organizations to track the progress
they are making toward their goals and gives managers crucial
information on which to base their organizational and management
decisions. Leading organizations recognize that performance measures
can create powerful incentives to influence organizational and individuat
behavior. Some of their good practices include setting and measuring
performance goals. GPRAMA requires agencies to develop annual
performance plans that inciude performance goals for an agency’s
program activities and accompanying performance measures. According
to GPRAMA, these performance goals should be in a quantifiable and
measurable form to define the leve! of performance to be achieved for
program activities each year. The agencies should also be able to identify
which external factors might affect goal accomplishment and explain why
a goal was not met. Such plans can help to reinforce the connection
between the long-term strategic goals outlined in their strategic plans and
the day-to-day activities of their managers and staff.

We found that of the 33 programs that support entrepreneurs and set
goais, 19 did not meet any of their goals or only met some of their goals
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(see table 2).% These programs include Commerce’s Economic
Development/Support for Planning Organizations, HUD’s Indian
Community Development Block Grant, SBA’s 504 foan, and USDA’s
Rural Business Opportunity Grant programs. Appendix Hi provides more
information on fiscal year 2011 goals and accomplishments for each
program that has goals and accomplishment data available.

O —
Tabie 2: Accomplishment Data for 33 Programs that Support Entrepreneurs and Set
Goals, Fiscal Year 2011

Programs thatdid  Programs that met Programs that

not meet goais some goals met ali goals
Commerce 1 & 2
HUD 2 0 0
SBA 2 5 7
USDA 4 0 3
Total 9 10 12

Source: GAQ anaiysis of data from Commerce, HUD, SBA, and USDA.

Note: Two programs have goals but did not have goat accomplishment information. Goal
accomplishment information for HUD’s Section 4 Capacity Building for Affordable Housing and
Community Development program is unknown because HUD did not provide goal accomplishment

i ion. Goal i i ion for USDA’s Small Business innovation Research
program is not available because the program goals are based on 2-year time periods and the current
period has not yet ended.

Agency officials provided a number of reasons why they thought these
programs did not meet their goals, including that the goals were estimates
and program funding was lower than anticipated. {n addition, some
agency officials could not identify any causes for the failure to meet goals
nor had they attempted to determine the specific reasons for the failures.

Nineteen programs did not have fiscal year 2011 performance goals: HUD's CDBG
insular Areas, CDBG Entitlement, COBG States, CDBG Non-entitlement Grants in Hawail,
Section 108, CDBG Disaster Recovery, Rural innovation Fund, Hispanic Serving
institutions Assisting Communities, and Alaska Native/Native Hawailan Institutions
Assisting Communities; SBA’'s PRIME, Small Business innovation Research, Small
Business Technology Transfer, New Markets Venture Capital, and Federal and State
Technology Partnership programs; and USDA’s Small Socially-Disadvantaged Producer
Grants, 1890's Land Grants Institutions, Agriculture Innovation Center, Biomass Research
and Development Initiative, and Woody Biomass Utilization Grants. While the agencies
are not required to have goals for each program, agency officials said that 6 of the 19
programs did not have geals because they were either temporary, were not funded, or
were marked for elimination by agencies. One of the 19 programs that did not meet its
goals was not funded in fiscal year 2011.
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Programs that are failing to meet performance goals without a clear
understanding of the reasons could result in agencies not being able to
identify and address specific parts of programs that may not be working
well. Additionally, without more detailed data on the activities of individual
intermediaries, determining which of these third-parties are effectively
administering these programs and helping meet program goals is difficult.
Making decisions without this information could result in scarce resources
being directed away from programs, or intermediaries, that are effective
and towards those that are not meeting their objectives or struggling to
meet their objectives.

Agencies Have Not
Evaluated the Majority of
Programs That Support
Entrepreneurs

Over the past 12 years, agencies have conducted program evaluations of
20 of the 52 programs that support entrepreneurs.? Most of these 20
programs were evaluated once in the past decade. The studies that were
conducted focus on a variety of areas, including customer satisfaction
and the programs’ economic impacts, and report an array of findings
related to the effectiveness of the programs. For example, some
evaluations reported the actual number of jobs produced as a result of
program investments, while one evaluation reported that programs were
more useful for larger firms than smaller firms. Some of the differences
among the findings are tied to the varying questions the studies sought to
answer and the methods that were used to answer them. The questions
and methods employed are typically informed by the organization’s
purpose for pursuing these studies. These purposes could include, for
example, assessing program impact, identifying areas for improvement,
or guiding resource allocation. Figure 2 describes the scope of each
program evaluation and the findings related to program effectiveness.
Appendix V provides more information on each program evaluation.

e reviewed the methodologies of these studies to ensure they were sound and
determined they were sufficiently reliable to report high-leve! findings related to the
programs’ overall effectiveness.
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Figure 2: Evaluations of Programs that Support Entrepreneurs, 2000-2012

Program {year
Agency review completed) Belected findings related to program effectiveness
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3 . : S y
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Developrient/ Technital sbtain staketoider buy-if and ignition of e precess. The program doss notachieve, by itself, the uRimate goat of ipb:création or
Assistantes {2001, 2008} Increase in inconme.

However, the progrim 1) Tacks oversight and X igher and more unifons padtmance -
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Although GPRAMA does not require agencies to conduct formal program
evaluations, it does require agencies to describe program evaluations that
were used to establish or revise strategic goals as weli as program
evaluations they plan to conduct in the future. Additionally, while not
required, agencies can use periodic program evaluations to complement
ongoing performance measurement. Program evaluations that
systematically study the benefits of programs may help identify the extent
to which overlapping and fragmented programs are achieving their
objectives. in addition, program evaluations can heip agencies determine
reasons why a performance goal was not met and give an agency
direction on how to improve program performance. For instance, 8 of the
33 programs that were not evaluated by the administering agency failed
to meet all of their performance goals. Performance evaluations could
have helped agencies understand why these programs’ goals were not
met. Further, program evaluations, which examine a broader range of
information than is feasible on an ongoing basis through performance
measures, can help assess the impact and effectiveness of a program.®

While many of the agencies agree that performance evaluations can add
value, some stated that they have limited funds and cannot afford
performance evaluation studies. Other agency officials stated that they
are not allowed to use program funds for evaluation. For example, USDA
officials stated that they are not allowed to use program funds to study the
effectiveness of the Small Business Innovation Research program. While
program evaluations can be expensive, there are various methods that
agencies can employ to make them more cost-effective. For example,
agencies could conduct a program evaluation that relies on their own data
to prevent them from purchasing data from a vendor.> Without periodic
program evaluations, the agencies’ ability to manage programs effectively
and efficiently may be limited. Program evaluations can also potentially
help agencies understand why some programs have failed to meet some
or all of their goals, as previously discussed. Moreover, without this type

A0, Program Evaluation: Studies Helped Agencies Measure or Explain Program
Performance, GAO/GGD-00-204 (Washington, D.C.: Sept. 29, 2000).

3tn July 2007, we recommended that SBA further utilize the loan performance information
it already collects to better report how small businesses fare after they participate in the
7(a) program. While SBA agreed with the recommendation, the agency has not
implemented it. See GAQ, Smalf Business Administration: Additional Measures Needed to
Assess 7{a) Loan Program’s Performance, GAO-07-769 (Washington, D.C.: Jul. 13,
2007).
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of information, Congress and the agencies may not be able to better
ensure that scarce resources are being directed to the most effective
programs and activities.

Conclusions

in order to support entrepreneurs, federal economic development
programs must be efficient and accessible to the people they are
intended to serve. However, navigating these overlapping and
fragmented programs can be an ongoing challenge for some
entrepreneurs. While the agencies have a number of interagency
agreements in place, our review found that agency field staff do not
consistently coliaborate and may not be able to help entrepreneurs
navigate the large number of programs available to them. We have
identified practices that can help to support collaboration among federal
agencies and programs. In addition, greater coilaboration is one way
agencies can help overcome overlap and fragmentation among programs
within and across agencies. Moreover, without enhanced collaboration
and coordination, agencies may not be able to make the best use of
limited federal resources and may not reach their intended beneficiaries
in the most effective and efficient manner.

In addition, given the number of federal programs focused on supporting
entrepreneurs, agencies need specific information about these programs
to best allocate limited federal resources and make decisions about better
administering and structuring the programs. In our February 2012 report
on duplication, overlap, and fragmentation, we expected to recommend
that Congress tie funding to program performance and that OMB and the
agencies explore opportunities to restructure programs through such
means as consolidation or elimination. However, decisions about funding
and restructuring would be difficult without better performance and
evaluation information. Thus, making these recommendations would be
premature until the agencies address a number of deficiencies.
Specifically, agencies typically do not coliect information that would
enable them to track the services they provide and to whom they provide
those services. This practice is not consistent with government standards
for internal controls. Without such information, the agencies may not be
able to administer the programs in a way that will resuilt in the most
efficient and effective federal support to entrepreneurs.

Moreover, most of the programs that set goals did not meet them or only
met some of them, and agency officials could not always identify reasons
why program goals were not met. Additionally, many of these programs
have not been evaluated in 10 years or more. GPRAMA requires
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agencies to set and measure annual performance goals, and recognizes
the value of program evaluations because they can help agencies assess
programs’ effectiveness and improve program performance. Agencies’
lack of understanding of why programs have failed to meet goals may
limit decision makers’ ability to understand which programs are most
effective and aliocate federal resources accordingly.

Recommendations

To help improve the efficiency and effectiveness of federal efforts to
support entrepreneurs, we make the following recommendations:

« The Director of the Office and Management and Budget, the
Secretaries of the Departments of Agriculture, Commerce, and
Housing and Urban Development, and the Administrator of the Small
Business Administration should work together to identify opportunities
to enhance collaboration among programs, both within and across
agencies.

» The Secretaries of the Departments of Agriculture, Commerce, and
Housing and Urban Development, and the Administrator of the Smail
Business Administration should consistently collect information that
would enable them to track the specific type of assistance programs
provide and the entrepreneurs they serve and use this information to
help administer their programs.

« The Secretaries of the Departments of Agriculture, Commerce, and
Housing and Urban Development, and the Administrator of the Small
Business Administration should conduct more program evaluations to
better understand why programs have not met performance goals and
their overall effectiveness.

Agency Comments
and Our Evaluation

GAOQ provided a draft of this report to OMB, Commerce, HUD, SBA, and
USDA for review and comment. We also provided excerpts of appendix
IV to all of the agencies with programs listed for their review. Commerce,
HUD, and USDA provided written comments. Commerce, HUD, and SBA
also provided technical comments, which were incorporated where
appropriate. OMB did not provide comments on the draft report. All
written comments are reprinted in appendixes Vi, Vit and ViiL.

The Acting Secretary of Commerce stated that we may wish to consider

the complementary role many agencies play in the field of economic
development and the need for varied but complementary activities to
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address the complexities of entrepreneurs. She commented that what
may appear as duplication at a higher level is in reality a porifolio of
distinct services meeting unique needs. Our report notes that in some
instances it may be appropriate for multiple agencies or entities to be
involved in the same programmatic or policy area due to the nature or
magnitude of the federal effort. We found that many of the 52 programs
we examined overlap in terms of statutory authority; our report does not
state that duplication exists among these programs. However, we found
that most of these agencies were not able to provide programmatic
information, such as data on users of the programs that is necessary to
determine whether or not duplication actually exists.

The Acting Secretary also stated that federal agencies do successfully
collaborate and forge policy partnerships, and noted that EDA plays a key
role in leading and shaping federal policy for fostering collaborative
regional economic development. As noted in our report, Commerce,
HUD, SBA, and USDA have taken initial steps to improve how they
collaborate to provide technical assistance to entrepreneurs and cites
specific examples of these collaborative efforts. However, GAO found that
the four agencies, including Commerce, have not pursued a number of
other good collaborative practices we have previously identified. For
example, our report states that the White House Rural Council, comprised
of Commerce and other federal agencies, is working to better coordinate
federal programs in order to maximize the impact of federal investment in
rural areas. Although the council has announced a number of initiatives,
such as helping rural small businesses access capital, we found that the
agencies have yet to implement many of our other good collaborative
practices such as developing compatible guidance to implement inter-
agency agreements. For example, we found that while most of these
agencies at the headquarters level have agreed to work together by
signing formal agreements to administer some of their similar programs,
the agencies generally have yet to develop compatible guidance to
implement these agreements in the field.

Finally, the Acting Secretary stated that EDA agrees with our report’'s
focus on the need for more specific information tracking and more
frequent performance evaluation. She noted that EDA has established
performance measures for each of its programs, and that these
performance measures were subject to thorough review and validation
procedures. She also noted that EDA routinely conducts evaluations of its
programs (often limited only by lack of resources). However, the Acting
Secretary stated that efforts to monitor and track project progress seem to
have been outside of the scope of our report, based on many of the
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general statements made in the report about the need for additional work
in this area. As previously stated, we found that most of the agencies
were not able to provide programmatic information for programs that can
support entrepreneurs. Our report also states that Commerce does coilect
information on the type of entrepreneur served and the entrepreneur’s
industry for all eight of its programs that can provide technical assistance;
however, the report notes that Commerce does not collect information on
the specific type of technical assistance provided to entrepreneurs for six
of these eight programs—information necessary to compare activities
across programs. We provided summary information on evaluations
conducted by the agencies in the report, including Commerce. We also
found that Commerce, HUD, SBA, and USDA had not evaluated the
majority of the 52 programs that can support entrepreneurs, including four
of the eight programs Commerce administers. We concluded that
program evaluations, when combined with efforts to collect information,
can be a positive step toward greater understanding of programs’
effectiveness.

HUD’s Assistant Secretary for Public and indian Housing expressed
concern regarding our reference on the highlights page of the report to
the Indian CDBG program as one of 19 economic development programs
that failed to meet their entrepreneurial performance goals. She stated
that the entire program may be unfairly perceived as ineffective as a
result of this statement. Our report states that 33 of 52 programs we
examined set goals related to entrepreneurial assistance and that 19 of
these 33 programs did not meet any of their goals or only met some of
their goals. Our report does not state that these 19 programs were
ineffective. We added language on the highlights page of the report to
clarify that our findings were only based on each program'’s goals related
to entrepreneurial assistance.

The Assistant Secretary also stated that our report misrepresents the
Indian CDBG program as an economic development program. She noted
that while economic development is an eligible program activity, only 3
percent of the dollars awarded under the program since 2005 funded
economic development activities. She further noted that most of the
program’s grants were used for community development activities, such
as building community buildings, developing infrastructure of various
types, and rehabilitating housing units on Indian lands. As noted in our
report, the 52 programs we examined for this report typically fund a
variety of activities in addition to supporting entrepreneurs. In addition, the
report notes that most of these programs either target or exclusively serve
particular types of businesses.
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The Assistant Secretary noted that an independent evaluation of the
Indian CDBG program was conducted in 2006. HUD had not previously
provided us with this evaluation. We revised our report {o state that the
Indian CDBG program had been evaluated within the past 12 years.
Finally, the Assistant Secretary stated that HUD supports efforts to
accurately measure the performance of its programs. She noted that
HUD's Office of Native American Programs had recognized limitations in
its method of projecting and measuring performance in the Indian CDBG
program. She also stated that the office had begun drafting a revised form
to be used at grant application and grant closeout to better collect
performance measurement data, and that the office was examining its
data collection procedures as well as the methodology used to establish
program targets. These actions are consistent with our recommendation
that the agencies collect program information and use it to help
administer their programs.

USDA’s Under Secretary for Rural Development stated that he agreed
with our report’s statements that entrepreneurs play a vital role in the U.S.
economy and that no duplication exists among federal programs that
assist entrepreneurs. However, he disagreed with some of the other
observations in our report. First, he stated that our report broadly portrays
federal programs that assist entrepreneurs and does not highlight the
unique characteristics of each agency, such as USDA’s Rural
Development’s specialization in rural economic development and its
network of state and local area offices. Our report notes that most of
USDA’s 13 programs that can support entrepreneurs are limited to areas
with a rural statutory definition. We also include discussion based on our
outreach to participants in rural economic development, including regional
commissions and authorities, on their experiences with the four federal
agencies in rural economic development efforts, More importantly,
however, when considering the unique characteristics of the various
programs, we emphasize the need for agencies to conduct program
evaluations to assess effectiveness. While the Under Secretary suggests
that the rural focus and the network of state and local area offices
enhance program effectiveness, USDA has not conducted evaluations to
support this conclusion.

Second, USDA’s Under Secretary stated that our report hightights
examples where entrepreneurs may be eligible for multiple federal
programs based on an entrepreneur’s specific characteristics, but that the
report does not mention whether this was a pervasive or problematic
issue, He stated that rural entrepreneurs may be eligible for multiple
programs, and that a business’s unique situation dictates which programs
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best meets its needs. Again, our report emphasizes the need for
evaluations to determine the relative effectiveness of different programs
serving similar purposes. Third, regarding our findings related fo the
information agencies collect on program activities, the Under Secretary
cited a number of tools that the Rural Business-Cooperative Service
(RBS) uses to identify and improve the effectiveness of its programs. As
noted in this report, we determined that USDA collected detailed
information on the industry of each of the entrepreneurs it supports for alt
of its programs. in addition, we determined that USDA collected detailed
information (19 categories) on how entrepreneurs use proceeds provided
through 5 of its financial programs. However, we found that over the past
12 years USDA had conducted a program evaluation for only 1 of its 13
programs that can support entrepreneurs, including USDA programs that
RBS does not administer.

Finally, the Under Secretary stated that the recommendations in our
report are not explicit, which makes it unclear how RBS would effectively
address them. Our report does provide information on how agencies
could address our recommendations. First, we recommended that OMB,
Commerce, HUD, SBA, and USDA work together to identify opportunities
to enhance collaboration among programs, both within and across
agencies. Our report identifies several practices that can help agencies
and their offices enhance and sustain collaboration, which include
indentifying common outcomes, establishing joint strategies, leveraging
resources, determining roles and responsibilities, and developing
compatible policies and procedures, among others. Second, we
recommended that Commerce, HUD, USDA and SBA consistently collect
information that would enable them to track the specific type of assistance
provided and the entrepreneurs they serve and use this information to
help administer their programs. Our report identifies programs that
Commerce, HUD, SBA, and USDA administer for which the agencies did
and did not maintain information in a readily available format that could be
tracked to help administer the programs. Finally, we recommended that
Commerce, HUD, SBA, and USDA conduct more evaluations to better
understand why programs have not met performance goals and their
overall effectiveness. Our report acknowledges that program evaluations
can be costly; however, the report also notes that there are various
methods agencies can employ to make the evaluations more cost-
effective, such as relying on their own data instead of purchasing data
from a vendor.
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We are sending copies of this report to the appropriate congressional
committees and other interested parties. In addition, this report will be
available at no charge on the GAQO website at http:/Avww.gao.gov. Should
you or your staff have any questions concerning this report, please
contact William B. Shear, at (202} 512-8678, or shearw@gao.gov.
Contact points for our Offices of Congressional Relations and Public
Affairs may be found on the last page of this report. Key contributors to
this report are listed in appendix IX.

Wkl § Pt

William B. Shear
Director
Financial Markets
and Community Investments
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The Honorable Debbie Stabenow

Chair

The Honorable Pat Roberts

Ranking Member

Committee on Agricuiture, Nutrition, and Forestry
United States Senate

The Honorable Kent Conrad
Chairman

The Honorable Jeff Sessions
Ranking Member

Committee on the Budget
United States Senate

The Honorable Barbara Boxer

Chair

The Honorable James M. Inhofe

Ranking Member

Committee on Environment and Public Works
United States Senate

The Honorable Mary Landrieu

Chair

The Honorable Olympia J. Snowe

Ranking Member

Committee on Small Business and Entrepreneurship
United States Senate

The Honorable Mark Warner

Chairman

Task Force on Government Performance
Committee on the Budget

United States Senate

The Honorable Paul Ryan
Chairman

The Honorable Chris Van Hollen
Ranking Member

Committee on the Budget
House of Representatives
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The Honorable Spencer Bachus
Chair

The Honorable Barney Frank
Ranking Member

Committee on Financial Services
House of Representatives

The Honorable Darrell E. Issa

Chair

The Honorable Elijah Cummings

Ranking Member

Committee on Oversight and Government Reform
House of Representatives

The Honorable Sam Graves
Chair

The Honorable Nydia Velazquez
Ranking Member

Committee on Small Business
House of Representatives

The Honorable Timothy V. Johnson

Chairman

Subcommittee on Rural Development, Research,
Biotechnology, and Foreign Agriculture

Committee on Agriculture

House of Representatives
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Appendix I: Objectives, Scope and
Methodology

This report discusses (1) the extent of overlap, fragmentation, and
duplication and their effects on entrepreneurs, and agencies’ actions to
address them; and (2) the extent to which agencies collect information
necessary to frack program activities and whether these programs have
met their performance goals and been evaluated.

To determine the extent of overlap and fragmentation among federal
programs that fund economic development activities, we focused our
analyses on 52 programs administered by the Departments of Agriculture
(USDA), Commerce, and Housing and Urban Development (HUD) and
the Small Business Administration (SBA) that are authorized to support
entrepreneurs. Based on past work, these programs appeared to overlap
the most within the four agencies with missions focused on economic
development. We reviewed the statutes and regulations that authorize the
activities that can be conducted under each program. We categorized the
types of activities into three categories: (1) technical assistance, (2)
financial assistance, and (3) government contracting assistance. Many of
the programs can provide more than one type of assistance, and most
focus on technical assistance, financial assistance, or both. To identify
the effects of overlap and fragmentation on entrepreneurs and agencies’
actions to address them, we focused on 35 of the 52 programs that
provide technical assistance because there was significant overlap and
fragmentation among these programs. We reviewed agency documents,
such as inter-agency agreements, and conducted interviews to determine
how technical assistance is provided to entrepreneurs, including the
extent of agency collaboration at the local level. More specifically, we
interviewed technical assistance providers, including 14 federal agency
officials from four federal agencies located in the field, nine officials from
two regional commissions, and 14 representatives of intermediaries (that
is, third-party technical assistance providers); four entrepreneurs who
have received assistance federal support; and five state and local
partners in three geographic areas. These geographic areas included
both urban and rural areas. We selected geographic areas based on, the
presence of an active regional commission and evidence of collaboration
among at least two of the four federal agencies being located within the
same region. We assessed this technical assistance information against
promising collaborative practices that we have previously identified.’

1GAO, Results-Oriented Government: Practices That Can Help Enhance and Sustain
Collaboration among Federal Agencies, GAO-08-15 (Washington, D.C.: Oct. 21, 2005).
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Methodology

To determine the extent to which agencies collect information necessary
to track program activities, we reviewed agency manuals and data
collection forms that describe information collected on program activities
and methods for analyzing and using the information. Specifically, we
assessed each agency’s capacity to track specific types of
entrepreneurial assistance they provided to specific types of beneficiaries,
as well as their ability to report this information in a readily available
format at the program level. We compared these processes against
standards for internal controls we have previously identified to determine
how welil agencies track the support they provide to entrepreneurs.? To
determine the extent to which these 52 economic development programs
have met their performance goals, we reviewed agency documents on
their fiscal year 2011 program goals and accomplishments. We also
interviewed agency officials to determine reasons why goals were not met
(see app. ).

To describe results from program evaluations related to the effectiveness
of the 52 economic development programs that we reviewed, we
requested all studies that have been conducted on these programs from
the four agencies that administer the programs. Our document request
resulted in 19 studies. We refined the list of 19 studies by choosing to
focus on studies that were published in or after 2000. The resuiting list of
program evaluations totaled 18. Because some evaluations studied more
than one program, these 16 evaluations covered 20 of the 52 programs in
our review. We reviewed the methodologies of these studies {o ensure
that they were sound and determined that they were sufficiently reliabie
for our purpose, which was to report high-level findings related to the
program’s overall effectiveness (see app. V). Other evaluations of these
programs may exist.

To provide illustrative examples of each of the nine economic activities
related to economic development that we previously identified (see app. 1),
we conducted a review of the literature that has been published in the past

ZGAO, Standards for internal Control in the Federal Government, GAOIAIMD-00-21.3.1
(Washington, D.C.: Nov. 1999).
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5 years.® This review included publications from a variety of sources,
including academic journals and trade publications. These sources
contained examples of how these economic activities were being
conducted at the national, state, and local levels in the United States. The
list of examples we developed is not meant to be comprehensive but is
intended to provide a range of economic activities that could be funded by
federal programs.

We also used these nine economic activities to identify additional federal
programs that may be able to fund at least one of the activities (these
programs are listed in app. 1V). During previous reviews, we focused on
federal programs at Commerce, HUD, SBA, and USDA because these
agencies have missions focused on economic development, For this
report, we identified additional federal programs that could fund the nine
economic activities. While many of the agencies that administer these
additional programs do not have missions that focus on economic
development, their programs may be abie to fund at least one of the nine
economic activities. We reviewed information on all programs contained
in the 2011 Catalog of Federal Domestic Assistance (CFDA) and
provided the list of programs to alf of the administering agencies. This list
of additional federal programs may not be comprehensive because not all
agencies provide data to CFDA (see app. IV).

*The nine economic activities are supporting entrepreneurial efforts, supporting business
incubators and accelerators, constructing and renovating commercial buildings,
constructing and renovating industrial parks and buildings, strategic planning and
research, marketing and access to new markets for products and industries, supporting
telecommunications and broadband infrastructure, supporting physical infrastructure, and
supporting tourism.

“We have previously identified incomplete or inacourate data in the CFDA, but we chose
to rely on it for our purposes in this report because it is the only source that contains
information on programs from many different federal agencies. We did not assess the data
reliability of the CFDA. OMB has compiled Initial lists of agencies and programs that
contribute to crosscutting goals, as required by GPRAMA, on performance.gov, including
those related to the entrepreneurship and small business goal. However, OMB noted that
this was not meant to be comprehensive of all programs with any contribution to the
crosscutting goals, and that they are continuing to update these lists.
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Methodology

We conducted this performance audit from June 2011 to July 2012 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.
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Appendix II: Illustrative Examples of
Economic Activities

In September 2000, we reported that there is no commonly accepted
definition for economic development.” Absent a common definition for
economic development, we subsequently developed a list of nine
activities most often associated with economic development.? in general,
we focused on economic activities that directly affected the overall
development of an area, such as job creation and economic growth,
rather than on activities that improved individuals’ quality of life, such as
housing and education. We previously relied on these economic activities
to identify 80 economic development programs administered by the U.S.
Departments of Agriculture (USDA), Commerce, and Housing and Urban
Development (HUD) and the Small Business Administration (SBA)
because these agencies have missions that focus on economic
development.® In this report, we identified illustrative examples of each of
the nine economic activities.

Tllustrative Examples of
Economic Activities

The following examples, which resulted from a review we conducted of
academic journals and trade publications, illustrate a range of activities
that could be supported by programs that can fund at least one of the
economic activities. Examples include projects that are both publicly and
privately funded, with many receiving funding from multipte sources in
both sectors. They also had an expilicit or implicit economic development
goal, such as job creation or economic growth.

1. Supporting entrepreneurial efforts. This activity is the focus of this
report, with programs grouped according to at least one of three types
of assistance that address different entrepreneurial needs: help
obtaining (1) technical assistance, which includes business training
and counseling and research and development support; (2) financial
assistance, which includes grants, loans, and venture capital; and (3)
government contracts, which involves helping entrepreneurs qualify
for federal procurement opportunities. lilustrative examples of this
activity include the following initiatives:

TGAO, Economic Development: Multiple Federal Programs Fund Similar Economic
Development Activities, GAC/RCED/GGD-00-220 (Washington, D.C.: Sept. 29, 2000).

2GAQ, Rural Economic Development: More Assurance Is Needed That Grant Funding
Information Is Accurately Reported, GAC-(6-204 (Washington, D.C.: Feb. 24, 2006).

SGAC-11-3188P, GAQ-11-477R and GACQ-12-3428P.
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« Individuals in an lowa community formed an association of
entrepreneurs to provide a broad range of services to
entrepreneurs, including technical assistance in the form of
mentor counseling, training sessions on various topics, and
hosting conferences.

« A California community provided both financial and technical
support to local small businesses in order to redevelop a business
district. Businesses received micro-grants—small grants of $5,000
each—and were also required to participate in free workshops
designed to give them additional tools and resources to succeed
in a challenging marketplace. These workshops were produced by
an SBA-funded Small Business Development Center.

« lowa provided financial assistance to entrepreneurs through loan
guarantees and a publicly funded limited liability corporation that
could coordinate venture capital investments. The initiative was
designed to increase capital levels and stimulate the creation of
more local seed funds.

2. Supporting business incubators and accelerators. This activity can
include all of the elements of entrepreneurial efforts, but combines
these types of assistance with a facility that supports multiple
businesses and may provide shared access to office space,
technology, and other support services. lllustrative examples of this
activity include the following initiatives:

» Atechnology business incubator was established at a Florida
university so its faculty and service partners can provide business
opportunities to client companies. The facility has grown to
support a number of services to assist start-up businesses,
including office and laboratory space, educational programs, and
networking and mentoring opportunities with other experienced
entrepreneurs.

« An Ohio community created a business accelerator that is
designed to assist small, established companies, rather than
businesses in their infancy, in becoming financially viabie and
creating jobs in the region. This facility includes office space,
access to technology, and a variety of support services. The
accelerator also collaborates with a center funded by SBA’s Small
Business Development Centers program and a focal community
college, which provide coaching and mentoring sessions,
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business plan reviews, workshops, training, referrals, and
assistance in obtaining capital.

« Aneconomic development organization in Pennsylvania created a
network of business incubators and accelerators focused on
developing and commercializing technology to create high-paying,
sustainable jobs. The initiative supports early-stage and
established companies with funding, support services, and a
network of experts in related industries and academia.

3. Constructing and renovating commercial buildings. This activity can
include support for the construction and renovation of buildings
established for commercial purposes, such as for retail and office
space. Hlustrative examples of this activity include the following
initiatives:

» A community in lowa renovated a historic building that used to be
a store to attract a large technology firm’s service center. The
renovations were designed to meet the firm’s sustainability vision
and were financed by public and private sources.

« A community in Arizona renovated a high school to create a new
research laboratory, Further buildings were constructed in the
area around this project to create a biomedical campus for both
commercial and academic purposes.

« A community in lowa renovated buildings in a historic millwork
district to create urban mixed-use developments, which are
designed to attract both commercial and residential activity.

4. Constructing and renovating industrial parks and buildings. This
activity can include support for the construction and renovation of
buildings and campuses established for industrial purposes, such as
for manufacturing. tHustrative examples of this activity include the
following initiatives:

« A public-private partnership in Nevada constructed an industrial
park with new access to a freeway and energy infrastructure. The
facility was zoned for heavy industry and designed to be away
from population centers.

+ A community in Massachusetts administered the transition of a
former military base into a light industrial area focused on
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sustainable development and attracted both small and large firms
to the redeveloped area.

« A public-private partnership in a North Carolina created several
multi-jurisdictional business parks intended to improve local
economies. These parks serve a number of industrial purposes,
including technology, manufacturing, distribution, and logistics.
Local governments obtained funding to conduct site evaluations
and certification through Commerce’s Economic Development
Administration and HUD’s Community Development Block Grant
program.

5. Strategic planning and research. This activity includes pians for
recruiting new businesses or industry clusters, economic research
and analyses, and regional coordination and planning across
jurisdictions and sectors. Hustrative examples of this activity include
the following initiatives:

« Local officials in a southeastern state formed a regional economic
development organization to better coordinate economic and
workforce development. The organization engages in marketing
and recruitment of businesses and fosters partnerships between
various public- and private-sector entities in the region.

« A California community developed a plan for a business district to
create jobs and produce savings for businesses. The plan defined
resources, timeframes, and types of assistance needed to execute
this strategy.

« A regional consortium operating in areas of two southern states
conducted research on their area’s economic strengths and
developed an action plan to leverage these strengths. Research
included the identification of industry clusters that could be well
suited to the area.

6. Marketing and access fo new markets for products and industries.
This activity may include marketing of both new and existing products
and industries, facilitating access to new markets, and supporting new
uses for existing products. illustrative examples of this activity include
the following initiatives:

« A publicly funded regional technology center in New York provides
a range of resources for local manufacturing and technology
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companies, including assistance with developing sales and growth
strategies, conducting marketing activities for increased market
share and revenue in existing or new markets, and identifying new
customers and market niches.

A regional economic development organization in North Carolina
formed an energy industry cluster that included a bio-energy
facility where businesses are colocated with a landfill. These
businesses are able to sell what were formerly waste products in
new markets, such as alternative fuels and wood pallets.

Several southern and Midwestern states have leveraged federal
and state funds to assist rural businesses with e-commerce
strategies, including assistance reaching global markets and
strengthening competitive market advantages. Both USDA and
Commerce provided some funding for this initiative.

7. Supporting telecommunications and broadband infrastructure. This
activity may include building, refurbishing, and enhancing
infrastructure used to expand access and improve the speed and
reliability of internet access, wireless phone services, and other
electronic communication methods. Hlustrative examples of this
activity include the following initiatives:

Page 45

A public-private partnership in a city in Chio provides businesses
and residents with an underground conduit network that supports
multiple fiber-based systems for voice, data, and video
communications, intended to provide high-speed access o the
global marketplace.

A multi-state rural regional development organization in the
southwestern United States coordinated the construction of a
broadband Internet network that was intended to generate new
opportunities for economic development. The initiative was funded
by both private and public investments and covered a large
geographic area.

Regional leaders collaborated with a state commission to expand
broadband infrastructure to businesses, schools, and industriai
parks in a Virginia city. The high-speed network is noted to be
comparable to or faster than that of any other metropolitan area of
the country, is available at a relatively low cost, and is intended to
attract businesses fo the area.
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8. Supporting physical infrastructure. This activity includes constructing
and repairing infrastructure related to (1) transportation, such as
roads, airports and rail; (2) water and sewer; (3) energy; and (4) other
amenities, such as pedestrian areas, parking, and beautification
projects. llustrative examples of this activity include the following
initiatives:

« A community in New York is planning to renovate a business district
by creating new rail service, a pedestrian mall, and green space.

« A community in Ohio renovated their underdeveloped downtown
area by constructing better roads and pedestrian space, improving
green space, and moving power lines underground. The project
was part of a plan to reduce blight and make the area more
accessible for visitors.

» A community in North Carolina renovated a vacant textile
manufacturing space and downtown area to create a scientific
research campus, facilitating this work through water line
replacements, the addition of a pedestrian tunnel, and road
improvements.

9. Supporting tourism. This activity includes marketing, infrastructure
improvement, planning, and research specifically related to
developing and improving tourism, as well as supporting special
events and festivals to attract visitors. lllustrative examples of this
activity include the following initiatives:

+ A community in Kentucky improved trails in natural areas to attract
tourists for horseback riding and other recreational uses. In addition
to trail improvements, the community utilized survey research,
marketing, and special events to draw visitors to the area.

« A community in North Carolina entered into public-private
partnerships to construct a cluster of tourist venues that included
sports and arts museums, an arena, convention center, and
performing arts venues. The community utilized a strategic plan
for development and a branded name to market the area.

« A county in Mississippi partnered with other regional entities to
market their gaming industry and other amenities as partof a
broader regional campaign. This new partnership promoted
region-wide tourism and focused on key markets that the area
may draw visitors from.
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Appendix III: Performance Goals and Accomplishments

for 52 Programs that Can Support Entrepreneurs, Fiscal
Year 2011

Fiscal year 2011

Fiscal year 2011

Met
Fiscal year 2011 Actual [ndividual Met Al

Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Performance® Goals Goals
Department of Grants for Public Works and $114,529,000 Private investment Private investment Private investment Yes Partial
Commerce Economic Development Facilities leveraged (3, 6, and leveraged-9 year ieveraged-9 year totals
(Commerce) ~ Supports the construction or years after award} totals (in miflions): (in millions): $3,960
Economic rehabilitation of essential public , Private investment
Development infrastructure and facilities necessary Private investment leveraged-6 year totals
Administration 16 support job creation, attract leveraged—6 year (in millions): $1,617
(EDA private-sector capital, and promote totals (in millions): Private investment
regional competitiveness, innovation, $674 leveraged-3 year totals
and entrepreneurship, including Private investment (in millions). $1,475
investments that expand and leveraged--3 year
upgrade infrastructure to attract new totals (in millions):
industry, support technology-led $244.6
development, accelerate new
business development, and enhance
the ability of regions to capitalize on
opportunities presented by free trade.
Commerce Grants for Public Works and Total jobs created/retained Jobs created/retained  Jobs created/retained~8  Partial
EDA Economic Development Facilities (3, 6, and 9 years after -9 year totals: 57,800 year totals: 56,058 Jobs

award)

Jobs created/retained
—B year totals: 18,193
Jobs created/retained
—3 year totals: 6,256

created/retained~6 year
totals: 26,416 Jobs
created/retained-3 year
totals: 14,842
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Fiscal year 2011

Fiscal year 2011

Fiscal year 2011

Met
individual Met All

Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance”  Goals Goals
Commerce Economic Adjustment Assistance $78,720,000 Private investment Private investment Private investment Yes Partial
EDA Supports economically distressed {everaged (3,6, and 8 leveraged-§ year totals Igveraged~9 year totals
communities in their ability to compete years after award) (in miltions): $1,940 (in millions): $3,960
economically by stimulating private Private investment Private investment
investment and promoting job creation in leveraged-6 year totals leveraged-6 year totals
targeted areas. Current investment (in mittions): $674 (in millions): $1,617
priorities include proposals that foster Private investment Private investment
innovation and enhance regions’ global leveraged-3 year totals leveraged-3 year totals
economic competitiveness by supporting (in mitlions): $244.6 (i millions):. $1,475
existing industry clusters, developing
emerging new clusters, or aftracting new
regional economic drivers.
Commerce Economic Adjustment Assistance Total jobs created/retained  Jobs created/retained~  Jobs createdfretained—  Partial
EDA (3, 6, and 9 years after 9 year totals: 57,800 9 year totals: 56,058
award) Jobs created/retained~ Jobs created/retained—
6 year totals: 18,193 6 year totals: 26,416
Jobs created/retained— Jobs createdfretained—
3 year totals: 6,256 3 year totals: 14,842
Commerce Gilobal Climate Change Mitigation $17,466,000 Private investment Private investment Private investment Yes Partial
EDA Incentive Fund tfeveraged (3, 6, and 8 leveraged-9 year totals Ievergged—Q year totals
Supports economic development years after award) (in mittions). $1,940 {in millions). $3,960
projects that create jobs through, and Private investrment Private investment
increase private capital investment in, leveraged-6 year totals leveraged~8 year totals
efforts to limit the nation’s dependence (in millions): $674 (in millions): $1,617
on fossil fuels, enhance energy Private investment Private investment
efficiency, curb greenhouse gas leveraged—3 year totals leveraged—3 year totals
emissions, and protect natural systems. (in millions): $244.6  (in millions):. $1,475
The program helps to cultivate
innovations that can fuel "green growth”
in communities suffering from economic
distress.
Comimerce Gilobal Climate Change Mitigation Total jobs created/retained  Jobs createdfretained~ Jobs created/ retained— Partial
EDA Incentive Fund (3, B, and 9 years after 9 year totals: 57,800 9 year totals: 56,058

award)

Jobs created/retained—
6 year totals: 18,193
Jobs created/iretained—
3 year totals: 6,256

Jobs created/ retained-
6 year totals: 26,416
Jobs created/ retained—
3 year totals: 14,842
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Fiscal year 2011

Fiscal year 2011

Fiscal year 2011 o

Met
individual Met All

Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance”  Goals Goals
Commerce Economic Development/Technical $13,373,000 Percentage of University 75% 68% No Partial
EDA Assistance Center clients taking action
Provides focused assistance to public as aresult of the
and nonprofit leaders to help in assistance facilitated
economic development decision making
{e.g., project planning, impact analyses,
feasibiity studies). The program also
supports the University Center Economic
Develepment Program, which makes the
resources of universities available to the
econamic development community.
Commerce Economic Development/Technical Percentage of those 80% 83% Yes
EDA Assistance actions taken by University
Center clients that
achieved expected results
Comimerce Economic Development/Support for $31,352,000 Percentage of economic 95% 86% No No
EDA Planning Organizations development districts and
Provides planning assistance to provide Indian tribes implementing
support to Planning Organizations (as economic development
defined in 13 CFR303.2) for the projects from the )
development, implementation, revision, comprehensive economic
or replacement of a Comprehensive development strategy that
Economic Development Strategy, short- lead to private investment
term planning efforts, and state plans and jobs
designed to create and retain higher-
skilt, higher-wage jobs, particularly for
the unemployed and underemployed in
the nation’s most economicaity
distressed regions.
Commerce Econoic Development/Support for Percentage of substate 89% 85% No
EDA Planning Organizations jurisdiction members
actively participating in the
economic development
district program
Commerce Trade Adjustment Assistance (TAA) for  $15,418,000 Percentage of TAA Center 80% 73% No Partial
EDA Firms clients taking action as a

The program helps economically
distressed U.S. businesses in building
competitiveness strategies to increase

result of the assistance
facilitated
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Met
Fiscal year 2011 Fiscal year 2011 Fiscal year 2011 individual Met All
Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actuai Performance”  Goals Goals
exports and thereby create jobs. The
program provides technical assistance to
U.S. businesses that have lost sales and
employment due to increased imports of
similar or competitive goods and
services. Technical assistance is
provided through a nationwide network
of eleven Economic Development
Administration-funded Trade Adjustment
Assistance Centers.
Commerce Trade Adjustment Assistance for Firms Percentage of actions 95% 100% Yes
EDA taken by TAA Center
clients that achieved
expected results
Commerce —  Native American Business Enterprise $0 Dollar value of contract $1.1 bilion $2.1 billion Yes Yes
Minority Centers (NABEC)* awards obtained
Business The program promotes the growth and
Development  competitiveness of businesses owned by
Agency Native Americans and efigible minorities.
(MDBA) NABEC operators leverage project staff
and professional consultants to provide
a wide range of direct business
assistance services to Native American
tripal entities and eligible minority-owned
firms. NABEC services include, but are
not limited to, initial consultations and
assessments, business technical
assistance, and access to federal and
nenfederal procurement and financing
opportunities.
Commerce Native American Business Enterprise Dollar value of financial $0.9 billion $1.8 bilfion Yes
MBDA Centers awards obtained
Commerce Native American Business Enterprise Number of jobs created 5,000 5,787 Yes
MBDA Centers
Commerce Minority Business Center (MBC) $17,948,122 Dollar value of contract $1.1 billion $2.1 billion Yes Yes
MBDA awards obtained

The program promotes the growth and
competitiveness of eligible minority-
owned businesses. MBC operators
leverage project staff and professional
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Programs that Can Support Entrepreneurs, Fiscal Year 2011

Agency

Program Name and Mission

Fiscal year 2011
Obligations®

Fiscal year 2011
Performance Measures  Performance Goal

Fiscal year 2011
Actuai Performance”

Met

individual Met All

Goals

Goals

consuitants to provide a wide range of
direct business assistance services to
eligible minority-owned firms. Services
include initial consultations and
assessments, business technical
assistance, and access to federal and
nonfederal procurement and financing
opportunities. MBDA currently funds a
network of 30 MBC projects located
throughout the United States.

Commerce
MBDA

Minority Business Center

Dollar value of financial $0.9 billion
awards obtained

$1.8 billion

Commerce
MBDA

Minority Business Center

Number of jobs created 8,000

5,787

Department of
Housing and
Urban
Development
(HUD)

Community Development Block Grant
{CDBGYInsular Areas

HUD annuaily allocates $7 million of
CDBG funds to the Insular Areas
pregram in proportion to the populations
of the efigible territories. The program is
administered by HUD's field offices in
Puerto Rico and Hawaii. The CDBG
programs aliocate annual grants to
develop viable communities by providing
decent housing, & suitable living
environment, and opportunities to
expand economic opportunities,
principally for low- and moderate-income
persons.

$214,396° Jobs created and retained None

15,549

N/A

HUD

CDBGAnsular Areas

Businesses assisted None

24,331

N/A

HUD

CDBG/Entitlernent Grants

The CDBG program works to ensure
decent affordable housing, to provide
services to the most vulnerable in our
communities, and to create jobs through
the expansion and retention of
businesses. The CDBG entitlement
program ailocates annual grants to
larger cities and urban counties to

$325,549,306' Jobs created and retained  None

15,549

N/A

N/A
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Programs that Can Support Entrepreneurs, Fiscal Year 2011

Agency

Program Name and Mission

Fiscal year 2011
Obligations® Performance Measures

Met
Fiscal year 2011
Actual Performance

Fiscal year 2011

Performance Goal i

Goals

individual Met All

Goals

develop viable communities by providing
decent housing, a suitable living
environment, and opportunities to
expand economic opportunities,
principaily for low- and moderate-income
persons.

HUD

CDBG/Entitlement Grants

Businesses assisted

None 24,331 N/A

HUD

CDBG/States

The primary statutory objective of the
CDBG States program is to develop
viable communities by providing decent
housing, a suitable living environment,
and oppottunities to expand economic
opportunities, principally for low- and
moderate-income persons. The state
must ensure that at least 70 percent of
its CDBG grant funds are used for
activities that benefit low- and moderate-
income persons aver a 1-, 2-, or 3-year
time period selected by the state.

$559,961,081° Jobs created and retained  None 15,549 N/A

N/A

HUD

CDBG/States

Businesses assisted

None 24,331 N/A

HUD

CDBG/MNon-entittement CDBG Grants in
Hawaii

HUD continues to administer the program
for the non-entitlement counties in the
state of Hawaii because the state has
permanently elected not to participate in
the State CDBG program. The COBG
programs allocate annual grants to
develop viable communities by providing
decent housing, a suitable living
environment, and opportunities to expand
economic opportunities, principally for
low- and moderate-income persons.

$338,257h Jobs created and retained

None 15,549 N/A

N/A

HUD

CDBG/Non-entitlement CDBG Grants in
Hawaii

Businesses assisted

None 24,331 NIA
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Agency

Program Name and Mission

Fiscal year 2011
Obligations® Performance Measures

Fiscal year 2011
Performance Goal

Fiscal year 2011

Actuaf Performance”®

Met
individual Met All

Goals

Goals

HUD

COBG/Section 108 Loan Guarantees

Section 108 is the loan guarantee
provision of the CDBG program. Section
108 provides communities with a source
of financing for economic development,
housing rehabilitation, public facilities,
and farge-scale physical development
projects. it allows themto fransform a
small portion of their CDBG funds into
federally guaranteed loans large enough
to pursue physical and economic
revitalization projects that can renew
entire neighborhoods.

$6,000,000 Jobs proposed to be

created or retained

None

7,306

N/A

N/A

HUD

CDBG/Brownfields Economic
Develepment Initiative (BEDI()

The purpose of the BEDI program is to
spur the return of brownfields to
productive economic use through
financial assistance to public entities in
the redevelopment of brownfields and
enhance the security or improve the
viability of a project financed with
Section 108-guaranteed loan authority.

$C Jobs proposed to be
created or retained

3,157

2,409

No

No

HUD

CDBG Disaster Recovery Grants'
Grantees may use CDBG Disaster
Recovery funds for recovery efforts
involving housing, economic
development, infrastructure, and
prevention of further damage to affected
areas, if such use does not duplicate
funding available from the Federal
Emergency Management Agency, the
Small Business Administration, and the
U.S. Army Corps of Engineers. The
mission and goals of the COBG Disaster
Recovery Grants program may be
expanded or fimited per the individual
appropriation that it receives each year.

$0 Businesses assisted

None

N/A

NIA

N/A
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Met
Fiscaf year 2011 Fiscal year 2611 Fiscal year 2011 Individual Met All
Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance®  Goals Goals
HUD CDBG Disaster Recovery Grants Permanent jobs created None N/A N/A
(tracked by low income,
moderate income and total)
HUD CDBG Disaster Recovery Grants Permanent jobs retained None N/A N/A
(tracked by low income,
moderate income and total)
HUD CDBG Disaster Recovery Grants Number of buildings None N/A N/A
{nonresidential) assisted
HUD Section 4 Capacity Building for Affordable $50,000,000 Number of trainings 794 Not reported Unknown  Unknown
Housing and Community Development created and provided to
Through funding of national intermediaries, Community Development
the Section 4 Capacity Building program Corporations (CDC)
enhances the capacity and ability of
community development corporations and
cornmunity housing development
organizations fo camy out community
development and affordable housing
activities and fo attract private investment
for housing, economic development, and
other community revitalization activities
that benefit low-income families.
HUD Section 4 Capacity Building for Development cost $988 million Not reported Unknown
Affordable Housing and Community estimates of community
Development development projects
funded by CDCs
HUD Section 4 Capacity Building for Number of homes 6,080 Not reported Unknown
Affordable Housing and Community renovated, preserved or
Development newly constructed
HUD Section 4 Capacity Building for Efficiency measure of per-  None N/A N/A
Affordable Housing and Community unit cost of capacity
Development building for housing units
developed or renovated
HUD Rurat Innovation Fund’ $0° Number of full-time and None N/A N/A N/A

The Rural Innovation Fund program was
established to improve the quality of life
for residents of distressed rural areas by
supporting innovative and catalytic
economic development and housing

part-time jobs created
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Programs that Can Support Entrepreneurs, Fiscal Year 2011

Fiscal year 2011

Fiscal year 2011 Fiscal year 2011

Met
individual Met All

Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance®  Goals Goals
programs. The program is designed fo
support
{1) job creation through business
development and expansion,
{2) investment in human capital through
job training and education; and
{3) expanding the supply of affordable
housing with access to job centers or
transportation.
Ruratl Innovation Fund grantees are
selected through a competitive process.
HUD Rural innovation Fund Number of persons Nene N/A N/A
receiving job training
HUD Rural Innovation Fund Number of new businesses Nonhe N/A N/A
opened
HUD Rurat Innovation Fund Number of affordable None N/A N/A
housing units constructed
HUD Rurat Innovation Fund Number of residents None N/A N/A
receiving homeownership
counseling
HUD Hispanic-Serving Institutions Assisting $C None N/A N/A N/A N/A

Communities

The Hispanic-Serving Institutions
Assisting Communities program helps
Hispanic-Serving institutions expand
their role and effectiveness in
addressing community development
needs in their localities, including
revitalization, housing, and economic
development, principally for persons of
low and moderate income. Accredited
Hispanic-Serving institutions of higher
education that provide 2- and 4-year
degrees are eligible to participate in this
program. For an institution to qualify as a
Hispanic-Serving institution, at least 25
percent of the undergraduate enroliment
must be Hispanic students.
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Agency

Fiscat year 2011 Fiscal year 2011
Program Name and Mission Obligations® Performance Measures  Performance Goal

Fiscal year 2011
Actual Performance”

Met

Individual Met All

Goals

Goals

HUD

Alaska Native/Native Hawaiian $0 None N/A
Institutions Assisting Communities

The Alaska Native/Native Hawaiian
institutions program helps these
institutions expand their role and
effectiveness in addressing community
development needs in their localities,
including revitalization, housing, and
economic development, principally for
persons of low and moderate income,
The program encourages colleges and
universities to integrate community
engagement thermes into their
curriculum, academic studies, and
student activities.

N/A

N/A

N/A

HUD

indian CDBG $64,000,000 Jobs created 24

The purpose of the Indian CDBG
program is the development of viable
indian and Alaska Native communities,
including the creation of decent housing,
suitable living environments, and
economic opportunities primarily for
persons with low and moderate incomes
as defined in 24 CFR 1003.4. Funds
may be used to improve housing stock,
provide community facilities, improve
infrastructure, and expand job
opportunities by supporting the
economic development of the
communities in some instances.

No

No

HUD

indian CDBG Rehabilitated housing units 701

409

HUD

indian CDBG Constructed community 49
buildings

30

HUD

Indian CDBG Average cost per None
community building

N/A

N/A

HUD

indian COBG Average amount of Indian  None
CDBG doliars spent per
housing unit rehabilitated

N/A

N/A

Small

7(a} Loan Program $88,000,000 Loan dollars approved $12.8 billion

$19.7 billion

Yes

Page §6 GAC-12-819 Entrepreneurial Assistance

LOT



A i Goals and i

: Per for §2
Programs that Can Support Entrepreneurs, Fiscal Year 2011

Agency

Program Name and Mission

Fiscal year 2011
Obligations® Performance Measures

Fiscal year 2011
Performance Goal

Fiscal year 2011

Actual Performance”

Met

individual Met All

Goals

Goals

Business
Administration
(SBA)

The 7(a) Loan Program is SBA's primary
program for helping start-up and existing
smalt businesses, with financing
guaranteed for a variety of general
business purposes. 7(a) loans are the
most basic and most commonly used type
of loans. They are also the most flexible,
since financing can be guaranteed fora
variety of general business purposes,
including working capital, machinery and
equipment, furniture and fixtures, land and
building (including purchase, renovation
and new construction), leasehold
improvements, and debt refinancing
{under special conditions).

SBA

7(a) Loan Program

Small businesses assisted 40,700 46,749

SBA

7(a) Loan Program

Jobs supported 474,100 582,707

SBA

Active lending partners’ 3,000 3,537

SBA

(a)
7(a) Loan Program
7{a) Loan Program

Underserved markets-- 24,800
small businesses assisted

28,389

SBA

7(a) Loan Program

Cost per smalt business None $1,882

assisted

SBA

504 Loan Program

The 504 Loan Program provides growing
businesses with long-terrn, fixed-rate
financing for major fixed assets, such as
land and buildings. A typical 504 project
includes a loan secured from a private-
sector lender with a senior lien covering
up to 50 percent of the project cost, a
loan secured from a Certified
Development Company (backed by a
100 percent SBA-guaranteed debenture}
with a junior lien covering up to 40
percent of the total cost, and a
contribution from the borrower of at least
10 percent equity.

$38,888,000 Loarn doliars approved $4.8 billion $4.8 biltion

Partial

SBA

504 Loan Program

Small businesses assisted 8,100 7752

No
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Fiscal year 2011

Fiscal year 2011

Fiscal year 2011 R

Met
individual Met All

Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance’  Goals Goals
SBA 504 Loan Program Jobs supported 88,800 87,337 No
SBA 504 Loan Program Underserved market — 4,800 4,548 No
small businesses assisted
SBA 504 Loan Program Active lending partners 267 249 No
3BA 504 Loan Program Cost per smalt business None $5,017 N/A
assisted
8BA Microioan Program $38,720,000 Small businesses assisted 4,600 3,899 No Partial
SBA’s Microloan Program provides smali
businesses with small, short-term loans
for working capital or the purchase of
inventory, supplies, furniture, fixtures,
machinery or equipment. SBA makes
funds available to specially designated
intermediary lenders, which are nonprofit
organizations with experience in lending
and technical assistance. These
intermediaries then make loans to
eligible borrowers in amounts upto a
maxirmum of $50,000.
8SBA Microtoan Program Jobs supported 14,500 13,271 No
SBA Microloan Program Loans approved by $65 millon $47 mitlion No
microlenders
SBA Microloan Program Businesses Counseled 6,500 15,900 Yes
SBA Microloan Program Underserved markets— 4,600 3,899 No
small businesses assisted
SBA Microloan Program Active lending partners 126 121 No
SBA Microloan Program Cost per smail business None $9,685 N/A
assisted
SBA Surety Bond Guarantee Program $4,865,000 Contract value of bid and  $3.3 bilfion $3.7 billion Yes Yes

SBA provides and manages surety bond
guarantees for qualified small and
emerging businesses through the Surety
Bond Guarantee Program. Participating
sureties receive guarantees that SBA
will assume a predetermined percentage
of foss in the event the contractor should
breach the terms of the contract.

final bonds
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Agency

Program Name and Mission

Fiscal year 2011
Obligations®

Performance Measures

Fiscal

Performance Goal

| year 2011 Fiscal year 2011

Actual Performance”

Met

individual Met All

Goals

Goals

SBA

Surety Bond Guarantee Program

8id and final bonds
guaranteed

7,600

8,636

Yes

SBA

Surety Bond Guarantee Program

Jobs supported

6,400

17,421

Yes

SBA

Surety Bond Guarantee Program

Cost per job supported

None

$279

N/A

SBA

Program for Investment in Micro-
Entrepreneurs (PRIME}

PRIME provides assistance to various
organizations. These organizations help
low-income entrepreneurs who tack
sufficient training and education to gain
access to capital to estabiish and
expand their small businesses.

8,863,000

None

None

N/A

N/A

N/A

SBA

Small Business Development Centers
(SBDC)

SBDCs assist clients in gaining access to
SBA loan progrars and private capital to
start up and expand their businesses.
8BDC services are available to all small
business populations. There are
speciafized programs for minorities,
women, international trade, technology,
energy efficiency, veterans, people with
disabilities, and 8(a) firms in all stages, as
well as individuals in low- and moderate-
income urban and rural areas. The
ultimate objective of the 8BDC program is
to support, strengthen, sustain, and grow
local economies and business entities

$130,323,000

Long-term counseling
clients

61,00

0 62, 117

Partial

SBA

8mall Business Development Centers

Small businesses created

12,501

0 13,664

SBA

Srnall Business Development Centers

Jobs supported

None

N/A

N/A

SBA

Small Business Development Centers

Capital infusions

$3.7 billion

$3.6 billion

No

SBA

Small Business Development Centers

Cost per job supported

Nene

N/A

N/A

SBA

Smail Business Development Centers

Cost per small business
created

None

$9,538

N/A
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Agency

Fiscal year 2011
Obligations®

Program Name and Mission

Fiscal year 2011
Performance Goal

Fiscal year 2011

Actual Performance”

Performance Measures

Met
individual Met All

Goals

Goals

SBA

Women's Business Centers (WBC)
WBCs provide long-term training as well
as counseling and mentoring services.
By statute, WBCs fill a gap by focusing
on women who are socially and
economically disadvantaged. WBCs
offer classes during regular working
hours as well as during the evenings and
weekends to serve clients who work
during the day. The WBCs often provide
counseling in multiple fanguages.

$19,446,000 Small businesses assisted 135,000

138,623

Yes

Yes

SBA

Women's Business Centers

Small businesses created 618 701

SBA

Women’s Business Centers

Cost per smalf business Nohe $140
assisted

SBA

SCORE

SCORE is a nonprofit association
comprised of more than 13,000
volunteer business professionals in more
than 350 chapters and on-line
nationwide, dedicated to educating and
assisting entrepreneurs and small
business owners in the formation,
growth, and expansion of their small
businesses through mentoring, business
advising and training.

$12,880,000

Small businesses assisted 349,867 356,837

Partial

SBA

SCORE

Small businesses created 1,082 816

SBA

SCORE

Cost per smalf business None $36.38

assisted

SBA

Veterans Business Qutreach Centers

The Veterans Business Outreach
program is designed to provide
entrepreneurial development services
such as business training, counseling
and mentoring, and referrals for eligible
veterans owning or considering starting
a small business.

$8,896,000 Veterans assisted

100,000 137,011

SBA

Veteran's Business Outreach Centers

Customer satisfaction 91% 91%

Yes
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Agency

Program Name and Mission

Fiscal year 2011
Obligations®

Met
Fiscal year 2011 Fiscal year 2011 individual Met All
Performance Measures  Performance Goal Actual Performance”  Goals Goals

SBA

Veteran's Business Qutreach Centers

Cost per veteran assisted  None $65.65 N/A

8BA

7(j) Technical Assistance

The 7(j) program provides qualifying
businesses with counseling and training
in the areas of financing, business
development, management, accounting,
bookkeeping, marketing, and other smal
business operating concerns.

$6,502,000

Small businesses assisted 3,550 3,560 Yes Yes

SBA

7(j) Technical Assistance

Cost per small business None $1,832 N/A
assisted

SBA

8(a) Business Development Program
The 8(a) Business Development
program provides various forms of
assistance (management and technicat
assistance, government contracting
assistance, and advocacy support) to
foster the growth and development of
businesses owned and controlied by
socially and economically disadvantaged
individuals. SBA assists these
businesses, during their nine year tenure
in the 8(a) Business Development
program, in gaining equal access to the
resources necessary to develop their
businesses and improve their ability to
compete.

$58,274,000

Small businesses assisted 9,457 7,814 No No

B8BA

8(a) Business Development Program

Cost per small business None $7,458 N/A
assisted

8BA

8(a) Business Development Program

Contracts to small 5% Not reported Unknown
disadvantaged businesses,

which includes 8(a)

progtam participants (%)

3BA

Historically Underutilized Business Zones
(HUBZone)

The HUBZone program helps small
businesses located in both urban and
rural communities gain preferential
access to federal procurement
opportunities. These preferences go to

$15,669,000

Small businesses assisted 4,000 5,801 Yes Partial

Page 61

GAO-12-819 Entrepreneurial Assistance

481



A di

Goals and A

: Per
Programs that Can Suppol

for §2
rt Entrepreneurs, Fiscal Year 2011

Met
Fiscal year 2011 Fiscal year 2011 Fiscal year 2011 individual Met All
Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance”  Goals Goals
small businesses that obtain HUBZone
certification in part by empioying staff who
live in @ HUBZone. The company must
also maintain a “principat office” in one of
these specially designated areas.
SBA HUBZone Annual value of federal $12 billion $9.9 billion No
contracts
SBA HUBZone Cost per small businesses  None $2,684 N/A
assisted
SBA HUBZone Cost per federal contract None $.0015 N/A
doliar
SBA HUBZone Contracts to HUBZone 3% 2.3% No
firms
SBA Procurement Assistance to Small $21,171,000 Percent of federal prime For prime confracting, 21.65% No No
Businesses and subcontracting dollars  statutory goal is 23%;
The program assists small businesses in awarded to srmall for subcontracting,
obtaining federal government contracts businesses there is no statutory
and subcontracts. goal, but SBA has set a
goal of 35.9%.
SBA Small Business Innovation Research $781,000 Commercialization / None N/A N/A N/A

Program (SBIR}

The SBIR program encourages small
businesses to explore their technological
potentiat and provides the incentive to
profit from its commercialization. £ach
year, 11 federal departments and
agencies are required by SBIR to
reserve a portion of their research and
development funds for awards to small
businesses. SBA is the coordinating
agency for the SBIR program. it directs
the agencies’ implementation of SBIR,
reviews their progress, and reports
annually to Congress on the program'’s
operation.

Innovation

+«  Number of companies

«  Number of Phase Il
awards

«  Aggregate amount of
SBIR award monies
awarded to cohort

«  Aggregate sales/
revenue from cohort

«  Aggregate additional
investment in cohort

«  Number of exits —
Initiaf Public Offerings
or Merger and
Acquisition activity

»  Value of exits, in
dollars
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Met
Fiscal year 2011 Fiscal year 2011 Fiscal year 2011 individual Met All
Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance®  Goals Goals

<« Number of employees
employed by awardees

+  Percent of awards that
brought products to
market (Note: Multiple
awards may lead to
only one product, but
alt awards should be
given credit)

SBA SBIR Women and Minorities None N/A N/A

» Percentage of
awardees that are
minority owned

«  Percentage of
awardees that are
women owned

«  Percentage of
awardees that are
HUBZone

«  Percentage of
applicants that are
minority owned that
received an award

+ Percentage of
applicants that are
women owned that
received an award

SBA SBIR Efficiency and None N/A N/A

Effectiveness

«  Time between close of
solicitation and
selection

« Time between
selection and cash
awarded

«  Total sum of time
between close of
solicitation and cash
awarded
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Agency

Program Name and Mission

Fiscal year 2011

Obligations® Performance Measures

Fiscal year 2011
Performance Goal

Fiscal year 2011
Actuai Performance®  Goals

Met
individual Met All

Goeals

SBA

SBIR

Repeat-award winners

.

Percentage of first-
time Phase 1l
awardees per year per
agency

Percent age of first-
time Phase | awardees
per year per agency

None

N/A N/A

SBA

Small Business Technology Transfer
Program (STTR)

The STTR program encourages small
businesses to explore their technological
potential and provides the incentive to
profit from its commercialization. Each
year, five federal agencies are required
to reserve a portion of their research and
development funds for awards to small
businesses. SBA is the coordinating
agency for the STTR program. [t directs
the agencies’ implementation of STTR,
reviews their progress, and reports
annually to Congress on its operation.
STTR requires cooperation with a
university or approved research
institution.

$352,000 Commercialization /
Innovation

Number of companies
Number of Phase ||
awards

Aggregate amount of
SBIR award monies
awarded to cohort
Aggregate
sales/revenue from
cohort

Aggregate additional
investment in cohort
Number of exits —
Initial Public Offerings
or Merger and
Acquisition activity
Value of exits, in
dollars

Number of employees
employed by
awardees

Percent of awards that
prought products to
market (Note: Multiple
awards may lead to
only one product, but
all awards shouid be
given credit)

None

N/A N/A

N/A

GTT
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Met
Fiscal year 2011 Fiscal year 2011 Fiscal year 2011 Individual Met All
Agency Program Name and Mission Obligations® Performance Measures  Performance Goat Actual Performance®  Goals Goals

SBA STTR Women and Minorities None N/A N/A

« Percentage of
awardees that are
minority owned

«  Percentage of
awardees that are
women owned

«  Percentage of
awardees that are
HUBZone

+  Percentage of
applicants that are
minority owned that
received an award

+ Percentage of
applicants that are
women owried that
received an award

SBA 8TTR Efficiency and Nene N/A NIA

Effectiveness

«  Time between close of
solicitation and
selection

«  Time between
selection and cash
awarded

«  Total sum of time
between close of
soficitation and cash
awarded

SBA STTR Repeat-award winners None N/A N/A
+  Percentage of first-
time Phase ||
awardees per year per
agency
+  Percentage of first-
time Phase | awardees
per year per agency
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Fiscal year 2011

Fiscal year 2011 Fiscal year 2011

b

Met

individual Met All

Agency Program Name and Mission Obligations® Performance Measures Performance Goal Actual Performance Goals Goals
SBA Small Business Investment Company $26,305,000 Small business assisted 1,150 1,339 Yes Yes
(SBIC) Program
The SBIC program aims to increase the
availability of venture capital to small
businesses. SBICs are privately owned
and managed investment funds, licensed
and regulated by SBA, that use their own
capital plus funds borrowed with an SBA
guarantee to make equity and debt
investments in qualifying small
businesses
SBA SBIC Underserved markets— 345 430 Yes
smali businesses assisted
SBA SBIC Amount of debenture $2.6 million $2.8 million Yes
feveraged comimitted to
SBIC
SBA SBIC Cost per small business None $19,645 N/A
assisted
SBA New Markets Venture Capital (NMVC) $0™ Efigible small businesses  Nonhe N/A N/A N/A
Program assisted

The purpose of the NMVC program is to
promote econemic development and the
creation of wealth and job opportunities in
low-incoime geographic areas and among
individuals fiving in such areas through
developmental venture capital
investments in smaller enterprises
located in such areas. Throtugh public-
private partnerships between SBA and
businesses, the program is designed to
serve the unmet equity needs of jocal
entrepreneurs through developmental
venture capital investments, provide
technical assistance fo small businesses,
create quality employment opportunities
for low-income area residents, and build
wealth within low-income areas.
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Agency

Program Name and Mission

Fiscal year 2011
Obligations® Performance Measures

Fiscal year 2011
Performance Goal

Fiscal year 2011
Actual Performance”

Met
individual Met All
Goals Goals

SBA

Federal and State Technology
Partnership (FAST) Program

The purpose of the FAST program is fo
strengthen the technological
competitiveness of small business
concerns in the U.S. by improving the
participation of smail technology firms in
the innovation and commercialization of
new technology.

$1,885,096 Eligible small businesses

assisted

None

N/A

N/A N/A

SBA

FAST

Cutreach events held

None

N/A

N/A

SBA

international Trade

The international Trade program helps
small business exporters by providing
loans for a number of activities
specifically designed to help them
develop or expand their export activities.

$7,681,000 Loans approved

$400 million

$924 million

Yes Yes

SBA

international Trade

Small and medium sized
exporters assisted

990

1,346

SBA

international Trade

Lenders counseledfrained

4,000

6,790

SBA

international Trade

Cost per smalt and medium
sized exporter assisted

None

$5,707

us.
Department of
Agricutture
(USDA}

intermediary Relending Program

The purpose of the program is to alleviate
poverty and increase economic activity
and employment in rural communities.
Under the program, loans are provided to
local organizations (intermediaries) for the
establishment of revolving loan funds.
These revolving loan funds are used to
assist with financing business and
economic development activity to create
or retain jobs in disadvantaged and
remote comnmunities.

$7,364,000 Jobs created and saved

14,600

14,601

USDA

Rural Business Enterprise Grants
Program

The program provides grants for rurat
projects that finance and facilitate
development of small and ernerging rural

$ 38,586,000 Jobs created or saved

14,330

13,265
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Programs that Can Support Entrepreneurs, Fiscal Year 2011

Agency

Program Name and Mission

Fiscal year 2011
Obligations® Performance Measures

Fiscal year 2011
Performance Goal

Fiscal year 2011

Actual Performance”

Met
individual Met All

Goals

Goals

businesses, help fund business
incubators, and help fund employment-
related adult education programs. To
assist with business development, the
program may fund a broad array of
activities,

USDA

Rural Business Opportunity Grant
Program

The program promotes sustainable
economic development in rural
communities with exceptional needs
through provision of training and technical
assistance for business development,
entrepreneurs, and economic
development officials and to assist with
economic development planning.

$2,581,000 Businesses assisted

950

586

No

No

USDA

Rural Microentrepreneur Assistance
Program

The purpose of the program is to support
the development and ongoing success of
rural microentrepreneurs and
microenterprises. Direct loans and grants
are made to selected microenterprise
development organizations.

$6,668,000 .Jobs created or saved

980

1240

Yes

USDA

Rural Cooperative Development Grants
The primary objective of this grant
program is to improve the economic
condition of rural areas through the
creation or retention of jobs and
development of new rural cooperatives,
value-added processing, and other rural
businesses. Grant funds are provided for
the establishment and operation of
centers that have the expertise or that
can contract out for the expertise to
assist individuals or entities in the start-
up, expansion, or operational
improvement of rural businesses,
especially cooperative or mutually
owned businesses.

$8,424,000 Businesses assisted

326

324

No

No
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Programs that Can Support Entrepreneurs, Fiscal Year 2011

Agency

Program Name and Mission

Fiscal year 2011
Obligations® Performance Measures

Fiscal year 2011
Performance Goal

Fiscal year 2011

Actua! Performance”

Met
individual Met All
Goals

Goals

USDA

Business and Industry Guaranteed
Loans

The purpose of the program is to
improve, devetop, or finance business,
industry, and employment and improve
the economic and environmental climate
in rural communities. This purpose is
achieved by bolstering the existing
private credit structure through the
guarantee of quality loans.

$70,202,000 Jobs created or saved

11,705 27,806 Yes

Yes

USDA

Value Added Producer Grants

The purpose of this program is to assist
¢ligible independent agricuttural
commaodity producers, agriculture
producer groups, farmer and rancher
cooperatives, and majority-controlied
producer-based businesses in
developing strategies and business
plans to further refine or enhance their
products, thereby increasing their vaiue
to end users and increasing returns to
producers.

$1,318,000 Businesses assisted

151 0 No

USDA

Small Sociaily-Disadvantaged Producer
Grants

The primary objective of the program is
to provide technical assistance to small,
socially disadvantaged agricultural
producers through eligible cooperatives
and associations of cooperatives. Grants
are awarded on a competitive basis.

$2,840,000 None

None N/A N/A

N/A

USDA

1890 Land Grant Institutions Rural
Entrepreneurial Outreach Program/Rural
Business Entrepreneur Development
initiative”

The purposes of this program are to
encourage 1890 Institutions to provide
technical assistance for business
creation in economically challenged rurai
communities, to conduct educational
programs that develop and improve

$0 None

None N/A N/A

N/A
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Programs th‘at Can Support Entrepreneurs, Fis

for 52
cal Year 2011

Agency

Program Name and Mission

Fiscal year 2011 Fisca
Obligations® Performance Measures  Performance Goat Actual Performance®  Goals

Met

| year 2011 Fiscal year 2011 Individual Met All

Goals

upon the professional skills of rural
entrepreneurs, and to provide outreach
and promote USDA Rural Development
programs in small rural communities with
the greatest economic need.

USDA

Agriculture fnnovation Center

Award grants to centers around the
country to provide technical and
business development assistance to
agricultural producers seeking to enter
into ventures that add value to
commodities or products they praduce.

$0 None N/A

N/A N/A

N/A

USDA

Small Business innovation Research

This program aims to stimulate
technological innovation in the private
sector; strengthen the role of small
businesses in meeting federal research
and development needs; increase
private-sector commercialization of
innovations derived from USDA-
supported research and development
efforts; and foster and encourage
participation by women-owned and
soclally disadvantaged small business
firms in technological innovation.

$22,635,200 Percentage of Phase 2 50%
businesses that have
achieved commercial
success, as a result of
increased sales

Data coliection ongoing  Not
because performance  available
data are collected over

a 2-year time period.

Not
avaitable

14!

USDA

Biomass Research and Development
Initiative Competitive Grants Program
This program awards grants to support
the research and development and
demonstration of biofuels and biobased
products. It is a joint effort between
USDA and the U.S. Department of
Energy.

$2,075,000 Number of technologies None
successfully deployed

N/A N/A

N/A
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Met
Fiscal year 2011 Fiscal year 2011 Fiscal year 2011 individual Met All
Agency Program Name and Mission Obligations® Performance Measures  Performance Goal Actual Performance” Goals Goals
USDA Woody Biomass Utilization Grant $3,000,000 Green tons of woody None N/A N/A N/A
Program biomass removed and
This program provides financial grants to use

businesses and communities that use
woody biomass removed from National
Forest System hazardous fuel reduction
projects. Grants are awarded on a
competitive basis.

Source: GAQ analysis of information provided by Commerce, HUD, SBA, and USDA.
Notes:

“Fiscal year 2011 obligations were provided by agency officials for each program. HUD's figures
represent fiscal year 2011 actual budget authority rather than obligations. $BA figures represent
fiscal year 2011 fully allocated costs rather than obligations.

“While some programs fisted in the table did not set fiscal year 2011 performance goais, most of the
programs that had goals reported actual performance that could be compared with these goals.

°EDA does not collect performance information (i.e., jobs created and private investment) by
program, rather this inft ion is d for alt EDA pi 3

“Commerce’s Native American Business Enterprise Centers program incurred obligations in fiscal
year 2011, but Commerce offictals could not provide funding data at the program level. Funding for
this program is included in the fiscal year 2011 obligations for Commerce’s Minority Business
Center program. Similariy, Commerce could not provide performance measure data at the program
fevel bacause it tracks its activity as part of the Minarity Business Center program.

*This figure is an estimate of actual budget authority used for activities that GAO categorizes as
economic development, rather than total program expenditures, and does not include other costs for
activities such as housing or public services.

“This figure is an estimate of actual budget authority used for activities that GAO categorizes as
economic development, rather than total program expenditures, and does not include other costs for
activities such as housing or public services.

This figure is an estimate of actual budget authority used for activities that GAQ categorizes as
economic development, rather than total program expenditures, and does not include other costs for
activities such as housing or public services.

"This figure is an estimate of actual budget authority used for activities that GAO categorizes as
economic development, rather than total program expenditures, and does not inciude other costs for
activities such as housing or public services.

'According to HUD officials, the performance measures for the CDBG Disaster Recovery Grant
program can vary and they did not provide us any set fiscal year 2011 goals,

HUD ofiicials stated that the Rura! (nnovation Fund program is new and they are in the process of
establishing goals.
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Programs that Can Support Entrepreneurs, Fiscal Year 2011

*HUD officials noted that $31,355,236 in 5-year grants was awarded in September, 2011 through
this program, but they will not be obligated until after FY 2011. These funds include $25,000,000

that was appropriated in FY 2010 for the program and additionat funds recaptured through HUD's
Rural Housing and Economic Development program,

"The performance goal and actual figures for this performance measure are for the two-year period
consisting of FY 2010 and FY 2011. SBA officials indicated that a goal was not set for FY 2011
alone.

"According to SBA officials, the New Markets Venture Capital program is a one-time pilot program
that received one-time funding in fiscal year 2001.

"USDA’s 1890 program does not have a congressional appropriation but is instead funded through
USDA's Salaries and Expenses account. Funding is not reporied separately for this program and is
listed as $0 here, but this is an active and funded program.
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Appendix IV: Additional Federal Programs
that Can Fund Economic Activities

We reviewed the 2011 Catalog of Federal Domestic Assistance (CFDA)
and identified 95 additional federal programs that can support at least one
of the nine economic activities identified in appendix il (see table 3).
These programs, while not comprehensive, are in addition to the 80
economic development programs administered by Commerce, HUD,
SBA, and USDA that we included in previous reports. We identified these
94 programs based on our comparison of CFDA program descriptions
with the nine economic activities as illustrated in appendix 1. However,
others conducting similar analyses may come to different conclusions on
which federal programs support economic development. Additionally, 32
of the 64 federal agencies and departments listed in the CFDA did not
provide descriptions for their programs within the 2011 CFDA, which
prevented us from assessing whether those programs are related to
economic development. Many of the agencies that administer these
additional programs have missions that do not directly focus on economic
development. For example, a number of the programs listed for the
Department of Health and Human Services focus on health-related
research, but also participate in at least one of the economic development
activities we have identified.
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Appendix IV: Additi Federal Prog)
that Can Fund Economic Activities

Table 3: Additional Federal Programs That Can Fund Economic Activities, as Listed in the 2011 Catalog of Federal Domestic Assistance

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning cial incut parks & Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets  infrastructure Tourism
Appalachian Appalachian 23.001
Regional Regional X X X X X X X X
Commission Development
Appalachian Appalachian Area 23.002
Regional Development X X X X X X X
Commission
Appalachian Appalachian 23.003
Regional Development X
Commission Highway System
Appalachian Appalachian 23.009
Regional Local
Commission Development X
District
Assistance
Appalachian Appalachian 23.011
Regional Research,
Commission Technical X
Assistance, and
Demonstration
Projects
Denali Denali 90.100
Commission Commission X
Program
Departmentof  Community 12.600
Defense Economic X
Adjustment
Departmentof  Nuclear Energy 81121
Energy Research, X
Development and
Demonstration
Department of  Granting Of 81.003 X X
Energy Patent Licenses
Department of  Inventions and 81.036 X

Energy

Innovations
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that Can Fund Economic Activities

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning & Cc cial bators & parks & Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets infrastructure Tourism
Department of  State Energy 81.041 X
Energy Program
Department of  Federal Loan 81.126
Energy Guarantees for
Innovative X X X X
Energy
Technologies
Department of  Indian Health 93.445
Heaith and Service
Human Sanitation %
Services Facilities
Construction
Program
Department of  Cancer Control 93.399
Heaith and X
Human
Services
Department of  Consumer 93.545
Heaith and Operated and X
Human Oriented Plan
Services [CO-OP] Program
Department of  Community 93.570
Health and Services Block
Human Grant X X X X X X
Services Discretionary
Awards
Department of  Refugee and 93.676
Health and Entrant
Human Assistance X X
Services Discretionary
Grants
Department of  Job Opportunities 93.593
Health and for Low-Income X X
Human Individuals
Services
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py——
that Can Fund Economic Activities

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning & Cc cial incut & parks & Physical Entrepreneurial & new broadband

Agency Name r h buildi accelerators buildings infrastructure efforts markets  infrastructure Tourism
Department of  Assets for 93.602
Health and Independence X
Human Demenstration
Services Program
Department of  Native American 93.612
Health and Programs a a a
Haman X X X X X X X X
Services
Department of  Cardiovascular 93.837
Heaith and Diseases X
Human Research
Services
Department of  Lung Diseases 93.838
Heaith and Research X
Human
Services
Department of  Blood Diseases 93.839
Health and and Resources X
Human Research
Services
Department of  Arthritis, 93.846
Heaith and Musculoskeletal
Human and Skin X
Bervices Diseases

Research
Department of  Diabetes, 93.847
Health and Digestive, and
Human Kidney Diseases X
Bervices Extramural

Research
Department of  Extramural 93.853
Health and Research
Human Programs in the X
Bervices Neurosciences

and Neurological

Disorders

Page 76 GAC-12-819 Entrepreneurial Assistance

LeT



ppendix IV: Additi Federal Prog
that Can Fund Economic Activities

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning & C ial incub & parks & Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets  infrastructure Tourism
Department of  Allergy, 93.855
Health and Immunology and X
Human Transplantation
Bervices Research
Department of  Child Health and 93.865
Health and Human
Human Development X
Services Extramurat
Research
Department of  Aging Research 93.866
Health and X
Human
Services
Department of  Vision Research 93.867
Health and X
Human
Services
Department of  Medical Library 93.879
Health and Assistance X
Human
Services
Department of  Operation Safe 97.0568
Homeland Commerce
Security Cooperative X
Agreement
Program
Departmentof  Workforce 17.258
Labor Investment Act-- X
Adult Program
Department of  Workforce 17.280
Labor Investment Act- X
Dislocated
Workers
Department of  National Heritage 16.939
the Interior Area Federal
Financial X X x X X X X
Assistance

Page 77 GAC-12-819 Entrepreneurial Assistance

861



IV: Additi Federal Prog

that Can Fund Economic Activities

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning & C cial incub & parks& Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets infrastructure Tourism
Department of  Tribal Self- 158.022 X
the Interior Governance
Department of  Road 15.033
the Interior Maintenance X
Indian Roads
Department of  Minerals and 15.038
the Interior Mining on Indian X
Lands
Department of  Indian Loans 15.124
the interior Economic X
Development
Department of  National Fire Plan 15.228
the Interior - Wildland Urban
Interface X
Community Fire
Assistance
Department of  Water 15.504
the Intetior Reclamation and X
Reuse Program
Department of  WaterSMART 15.507
the Interior (Sustain and
Manage X
America's
Resources for
Tomorrow)
Department of  Colorado River 16.509
the Interior Basin Salinity X
Control Program
Depariment of  Colorado Ute 15.510
the interior Indian Water X
Rights Settlement
Act
Department of  Fort Peck 16.518
the Interior Reservation X
Rural Water
System
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IV: Additi Federal Prog

that Can Fund Economic Activities

Economic activities

Telecommuni-
Strategic Business  Industrial Marketing cations &
Program planning & fal incubators & parks & Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets  infrastructure Tourism
Department of  Garrison 15.518 X
the Interior Diversion Unit
Department of  Indian Tribal 15.619
the Interior Water Resources
Development, X
Management,
and Protection
Department of  Lewis and Clark 15.520
the Interior Rural Water X
System
Department of  Mni Wiconi Rural 15.622
the Interior Water Supply X
Project
Department of  Perkins County 15.523
the Interior Rural Water X
System
Department of  Rocky 156.525
the Interior Boy's/North
Central Montana X
Regional Water
Systermn
Department of  San Gabriel 16.526
the Interior Basin Restoration X
Project
Department of  Yakima River 16.631
the Interior Basin Water X
Enhancement
Project
Department of  Colorado River 15.541
the Interior Basin Projects X
Act of 1968
Department of  Lower Colorado 15.638
the Interior River Multi-
species X
Conservation
Project
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that Can Fund Economic Activities

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planni cial incubators & parks & Physical Entrepreneurial & new broadband
Agency Name b r h ildi accelerators buildings infrastructure efforts markets  infrastructure Tourism
Department of  Navajo-Gallup 156.562
the Interior Water Supply X
Project
Department of  Economic, Social, 15.875
the interior and Political
Development of X X X X X X
the Territories
Department of  Historic 15.604
the Interior Preservation
Fund Grants-In- X X X x X
Aid
Department of  Preservation of 15.932
the Interior Historic
Structures on the
Campuses of X X X X
Historically Black
Colleges and
Universities
Department of  Preservation of 15.933
the Interior Japanese
American X X
Confinement
Sites
Department of  Native Initiatives 21.012 X
the Treasury
Department of  Community 21.020
the Treasury Development
Financial X
Institutions
Program
Department of  Bank Enterprise 21.021 X
the Treasury Award Program
Department of  Airport 20.1086
Transportation  Improvement X
Program
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that Can Fund Economic Activities

Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning & cial incub & parks & Physical Entrepreneurial & new broadband
Agency Name r h buildil accelerators buildings infrastructure efforts markets  infrastructure Tourism
Department of  Highway 20.205
Transportation  Planning and X
Construction
Department of  Transportation 20.223
Transportation  Infrastructure
Finance and X
Innovation Act
Program
Department of  Railroad 20.314 X
Transportation  Development
Department of  National Raifroad 20.315
Transportation  Passenger X
Corporation
Grants
Department of  Railroad 20.316
Transportation  Rehabilitation
and Improvement X X X X
Financing
Program
Department of  Capital 20.317
Transportation  Assistance to
States-Intercity X
Passenger Rail
Service
Department of  Maglev Project 20.318
Transportation ~ Selection X
Program-Safetea-
Lu
Department of  High-Speed Rail 20319
Transportation  Corridors and
Intercity
Passenger Rail X
Service Capitat
Assistance
Grants
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Economic activities

Telecommuni-

Strategic Business  Industrial Marketing cations &
Program planning & | incub & parks & Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets  infrastructure Tourism
Department of  Rail Line 20.320
Transportation  Relocation and x
Improvement
Department of  Federal Transit 20,500
Transportation  Capital X
Investment
Grants
Department of  Paul 8. Sarbanes 20.520
Transportation  Transit in the X
Parks
Department of  Federal Ship 20.802
Transportation  Financing X X
Guarantees
Department of  Assistance to 20.814 X X
Transportation  Small Shipyards
Department of  America’s Marine 20.816 X
Transportation  Highway Grants
Department of  Bonding 20.904
Transportation  Assistance X
Program
Department of  Disadvantaged 20.905
Transportation  Business
Enterprises Short X
Term Lending
Program
Department of  Assistance o 20.910
Transportation  Smalf and X
Disadvantaged
Businesses
Department of  Payments for 20.930
Transportation  Small Community X X
Air Service
Development
Department of  National 20.933
Transportation  Infrastructure X
Investments
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that Can Fund Economic Activities

Economic activities

Telecommuni-

Business  Industrial Marketing cations &
Program cial incub & parks& Physical Entrepreneurial & new broadband

Agency Name number buildings  accelerators buildings infrastructure efforts markets  infrastructure Tourism
Environmental  Healthy 66.110
Protection Communities X X
Agency Grant Program
Environmental  Environmental 66.203
Protection Finance Center X
Agency Grants
Environmental  Construction 66.418
Protection Grants for X
Agency Wastewater

Treatment Works
Environmental  Capitalization 66.458
Protection Grants for Clean X
Agency Water State

Revolving Funds —
Environmental  Capitalization 66.468 cﬁ
Protection Grants for
Agency Drinking Water X

State Revolving

Funds
Environmental  Environmental £6.604
Protection Justice Small
Agency Grant Program
Environmental  Pollution 66.708
Protection Prevention X
Agency Grants Program
National Challenge Grants 45,130
£ndowment for X
{he Humanities
National Promotion of the 45,164
Endowment for Humanities X
the Humanities  Public Programs
Nationat Digital 45.169
Endowment for Humanities Start- X
the Humanities  up Grants
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H ederal Prog!
that Can Fund Economic Activities

Economic activities

Telecommuni-
Strategic Business  Industrial Marketing cations &
Program planning & Cc cial incubators & parks & Physical Entrepreneurial & new broadband
Agency Name number research buildings  accelerators buildings infrastructure efforts markets infrastructure Tourism
National Engineering 47.041
Science Grants X
Foundation

Source: GAO analysis of the Cataiog of Federal Domestic Assistance (2011 adition)

“The authority of Health and Human Service's Native American program is limited regarding
construction. its authority is limited to minor construction activities and does not allow for the
building of structures from the ground up or other major construction activities.
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Appendix V: Evaluations of Programs that
Can Support Entrepreneurs, 2000-2012

Author{s}, title of  Agency

Program(s)

Purpose of the study

Data and methods used

Grant Thomton, Department of

Grants for Public

To assess the economic impacts

Data for this study were taken

Construction Grants  Commerce Works and and federat costs of EDA's from EDA's Operations and
Program Impact (Commerce) ~ Economic construction program, and to Planning and Control System
Assessment Report, Eeonomic Development improve upon EDA's prior study in for construction projects’ status
September 2008 Development Facilities 1997 in terms of using a more and funding between fiscal
Administration Economic robust regression model. years 1990-2005 and Bureau
(EDA) Adjustment of Labor Statistics county
Assistance employment data. Study used
ordinary and two-stage least
squares regression.
Beth Walter Honadle Commerce EDA  Economic To evaluate the local Technical The evaluation is based on
and Michasl C. Development— Assistance program for fiscal years  data collected from
Carroll, Center for Technical 1997 and 1998 to determine the project files and data
Policy Analysis & Assistance extent to which the program has obtained from EDA
Public Service, achieved its mission of helping headquarters and six
Boyvhng_tGrien ?tate corr;nunmes so!vz ?pecmc ) regional offices,
niversity, Loca problems, respond to economic .
Technical development opportunities, and f:cr;/?grsﬂgf ;ﬁ; grant
Assistance Progratn build and expand organizational I3 " .
Evaluation, 2003 capacity in distressed areas. two on-site case studies in
each EDA region.
Mt. Auburn Commerce EDA  Economic To evaluate the University Center Study collected data from
Assccia#es, inc., An Develqpment— Program in five areas: NUMErous sources:
Evaluation of EDA's Technical . effectiveness in meeting «  interviews with EDA
gmversﬁy[()’)en{erb Assistance economic development needs, national and regional staff,
26%%"‘2""* ecember +  effectiveness in targeting +  compilation of a database
distressed areas, on University Center
. distribution of centers being characteristics and
optimal under EDA budget activities from documents
constraints, such as grant
«  duplication or overfap with other ‘apphc‘atyons_’
federal programs, and «  interviews with Center
» leveraging resources. d:rectors,}
«  Center client survey, and
«  site visits.
Wayne State Commerce EDA  Economic To evaluate the overall impact of Data were gathered in several
University, Development— EDA’s Economic Development progressive stages:

Evaluation of EDA’'s
Planning Program:
Economic
Development
Districts, May 2002

Support for Planning
Organizations

District (EDD) Planning program,
which funds the EDDs; hightight
commonalities and differences

among the various EDDs; as weli as

to assess if the program promotes
regional cooperation towards
making an impact on the economic
development goals of the
community.

»  site visits,

«  general survey,

»  additional site visits, and

»  asecond survey to
respondents of first survey.

Analysis of these data was

done using statistical

techniques such as principle-

component analysis.
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ppendix V: of Prog
that Can Support Entrepreneurs, 2000~
2012

Author(s}, title of  Agency Program(s)

fuati iewed i d Purpose of the study Data and methods used
The Urban institute, Department of Community +  Tofind indicators for the effect +  Classified cities into two
The Impact of CDBG  Housing and Development Block of CDBG spending and track categories: those that had
Spending on Urban  Urban Grant changes in these indicators. available data that were
Neighborhoods, Development (CDBG)/Entitlement . To report on neighborhoods more detailed and those
October 2002 {HUD) Grants that had received a large that had less-detailed

amount of CDBG funding.

available data

«  Identify CDBG investment
levels that must be
complemented with
additional investment to
produce significant
improvements in
neighborhood outcomes.

The Urban institute,
Public-Sector Loans
to Private-Sector
Businesses: An
Assessment of
HUD-Supported
Local Economic
Development
Lending Activities,
December 2002

HUD

CDBG/Entitlement  »
Grants
CDBG/States
CDBG/Section 108
Loan Guarantees
CDBG/Brownfields
Economic
Development
Initiative (BEDI)

To determine the results of local
third-party lending programs in
terms of business development
and job creation benefits.

To determine whether some
kinds of borrowers in certain
types of neighborhoods create
jobs or leverage private funds at
lower cost than others.

Study was based on

+ telephone interviews with
Economic Development
directors in 460 of the 972
entittement communities
that used CDBG funds, and
interviews with 234 of the
750 business borrowers.

» sample of business loans
to those areas, matched
with Dun and Bradstreet
information.

Study examines various

indicators of program

performance, including

. business survival rates,

« rates of total and fow-
income job creation,

« retention relative to jobs
planned at the time of
loan origination,

«  public costs of each job
created,

«  amount of private funding
induced (or leveraged) by
program loans, and

» rates at which public loan
dollars substitute for
private funds that would
have otherwise been
invested.

Econometrica, inc,
Evaluation of the
Indian Community
Block Grant
Program, May 2006

HUD

CDBG/Indian

To measure the outcomes of Indian

CDBG expenditures. The outcomes

included amount of leveraged
funding obtained by grantees,
enhancements of partnering

relationships, and level of economic

activity in the communities.

Study had three main data
sources: (1) grant file reviews
of program data, (2) telephone
survey of grant participants,
and (3) case study
observations.
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ppendix V: of Prog
that Can Support Entrepreneurs, 2000~
2012

Author(s}, title of  Agency
frath sewed

Program(s)

Purpose of the study

Data and methods used

Social Compact and  HUD
Weinheimer &

Associates,

Assessing Section 4:
Helping CDC’s to

Grow and Serve,

Section 4 Capacity
Building for
Affordable Housing
and Community
Development

To evaluate the effect of the Section
4 program on improving
organization capacity. The section 4
program was set up to support
training for Community Development
Corporations {CDC) and to help

From 2001 through 2008, data
were collected from (1}
interviews of key staff at
intermediaries, (2) online
survey of 360 CDCs that
received Section 4 grants, and

February 2011 CDCs grow and serve. {3} interviews with leaders of
34 Section 4-asssisted CDCs.
Concentrance Smali Business Small Business To assess the impact of SBA's Study included survey of

Administration
(SBA)

Consulting Group,

Impact Study of

Entreprensurial

Development

Resources, 2002 —
107

Development
Centers

Women's Business
Centers

SCORE

entrepreneurial development
programs on small businesses,
including businesses’ perceptions of
the programs and their economic
growth as a result of the services
provided.

clients served by SBA's
entrepreneurial businesses.
Sample size approximately
6,500 observations across all
years—2007, 2008 and 2010
with a smaller sample in 2007.

Gwen Richtermeyer SBA
and Karen Fife-

Samyn, Quality

Research

Associates,

Analyzing the Impact

of the Women's

Business Center

Program, July 2004.

Women's Business
Centers

To analyze the economic impact of

the SBA's Women's Business

Center program. Specifically the

study addressed the following

between 2001 and 2003

« impact on growth of firms

«  factors that account for success

«  specific program mode! that
predicts success

«  predictors of positive economic
outcomes, and

+  effect of client demographics on
outcomes.

Study includes a set of
descriptive statistics on the
rate of growth in the number of
Women's Business Center
clients and also the rate of
jobs and profits at those
centers.

Study used a regression to
test the assoclation between
clients and other outcomes.

Mary Godwyn, Nan  SBA
Langowitz, and
Norean Sharpe,
Center for Women's
Leadership at
Babson College, The
Impact and influence
of Women's
Business Centers in
the United States,
April 2005

Women's Business
Centers

To examine the economic impact
and effectiveness of Women'’s
Business Centers,

Survey and focus group of 100
Women's Business Centers.

The Urban Institute,
A Performance
Analysis of SBA's
Loan and
Investment
Programs, January
2008

SBA

7(a) Loan Program
504 Loan Program
Smail Business
Investment
Company (SBIC)
Program

In order to test whether SBA loan
guarantees are associated with
positive firm outcomes, this study
addressed the following questions:

«  What happens to sales,
employment and survival before
and after firms receive the
guarantee?

«  What explains the changes
observed?

SBA administrative data were
obtained on firms participating
in 7(a}, 504 or SBIC programs.
For these firms, data were
obtained from Dun and
Bradstreet on firm outcomes.
The study used a multivariate
statistical technique to
estimate whether (a) the
change in outcome was
significant, and (b} whether
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Appendix V: i of Progi
that Can Support Entrepreneurs, 2000~
2012

Author{s), title of  Agency Program(s)

evaluation reviewed reviewed Purpose of the study Data and methods used
other factors (such as
business type) affect the
change in outcome.

The Urban Institute, SBA 7(a) Loan Program  To produce a survey that is intended Beginning from a sample of

An Assessment of 504 Loan Program  Provide customer satisfaction assisted firms from Dunn and

Smalf Business . indicators for the 7{a), 504, SBIC, Bradstreet, a survey was sent

Administration Loan Microloan Program 404 Microl_oan programs. to approximately 3,000 firms.

and Investment SBIC The surveyed firms had

Performance: received the loans 6 or 7 years

Survey of Assisted prior to the questionnaire.

Businesses, January

8

Henry Beale and SBA HUBZone To examine the effectiveness ofthe  Data are from three

Nicola Deas, {Historically HUBZone program. databases: applications for

Microeconomic Underutilized HUBZone certification, Central

Applications, Inc., Business Zone) Contractor Registration on

The HUBZone smail businesses, and the

Program Report, Federal Procurement Data

May 2008" System for information on
HUBZone businesses that
have won HUBZone contracts.
The report primarily used an
input-output approach to
estimate the impact on the
HUBZone areas. In this
approach, direct and indirect
impacts are measured using
the above three databases
and multipliers from Bureau of
Economic Analysis.

Charles W, SBA Small Business The study attempts to determine Study is based on National

Wessner, Editor,
Committee on
Capitalizing on
Science,
Technology, and
innovation, An
Assessment of the
Small Business
Innovation Research
Program at the
National Science
Foundation, 2008.

Innovation Research
Program (SBIR)

the effectiveness of the SBIR

program in

«  stimulating technological
innovation;

«  using small businesses to meet

federal needs;

«  increasing private sector
commercialization; and

«  encouraging participation of
minority and other
disadvantaged groups.

Research Council surveys and
reviews of agency materials.
Study includes surveys and
also case studies.
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ppendix V: ions of Prog;
that Can Support Entrepreneurs, 2000~
2012

Author(s}, title of  Agency Program(s)

fuati iewed i d Purpose of the study Data and methods used
M.A. Boland, J.C. Department of Value Added To identify the determinants for Survey of 739 VAPG
Crespi, and D. Agriculture Producer Grants success among USDA's VAPG. recipients, out of which 621
Oswald, How {USDA) (VAPG) responded. A statistical

Successiul Was the
2002 Farm Bill's
Value-Added
Producer Grant
Program?,
December 2007

analysis was conducted using
binary logistical regression
{logit) and cumulative logit
modets.

Source: GAC analysis of information provided by Commerce, HUD, SBA and USDA,

“While SBA conducts annual impact surveys of the SBDC, WBC, and SCORE programs, for
purposes of this report we focused on the most recent impact study conducted of these programs.

*ina previous GAD report, Small i ion: Additional Actions Are Needed to Certify
and Monitor HUBZone Businesses and Assess Program Results, GAO-08-843 (Washington, D.C.
Jun. 17, 2008), we recommended that SBA further develop measures and implement plans to assess
the effectiveness of the HUBZone program. SBA ook steps to conduct such an assessment.
However, SBA has since decided to rely on the 2008 study conducted by SBA's Office of Advocacy
listed in this appendix.
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Appendix VI: Comments from the
Department of Agriculture

USDA

e

United States Depariment of Agricsiturs
) it

Offioe of fre ines Secsetery

AUG - 1 201

M, William Shear

Director, Financial Markets and Community Investoent
Government Accountabitity Office

441 (3 Seret, NW

Washington, DL 20548

Dear Mr, Shean:

U8, Department of Agricuiture (USDIA} would Rke to thank you for the oppz)mméf} T comnent
an me Government Accourdability Office’s (GAO) Drafl Report emitled, “Entreprensiurial
e ities Fixist to Improve Programs’ Collsboration, Data-Tracking, and
Pt‘rianmmc\ Management” {GAO 12-818),

USDA agroes with GAQ that ertrepreneurs play a vital role in the U8, coonomy. TUSDA elso
agrees with GAD that no duplication exist senong Federad programs that assist entrepreneurs.

USDA, Rural Developrent (RO mission area respecifully disagreas with some of the commumts
and ohservations muade In the report.

First, the report broadly portrays Fedoral programs that entreprensurs and does not
highlight the unique characteristics of each agency. Ligted below are some of the ways RDs
Rural Busx(\owcoopammc Servh ice (RES} agancy helps rural comnrunities ereate wealth so they
hecome sek . aned weally Qutving:
1. RBS iatizes in roral
2. RBS delivers ks programs and sevvices through 8 network of 47 RD Sase Offices and
tocal area offices focated in rural communities throughout the United States,

e o SV -, DG R0075
A o 0 45088 9

Be o e

5 0 Fas GORROTHES.

) Endgperdonc Svetue, SAY. WesTegion, B MEES $450 or ool () TS HIFE (ot o (0% FR0A0SY (1D
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dix Vi: C from the Dep.
of Agnc ulture

Me. Wiltiam Shear 2

3. RAS provides guidance and services that help snireprencurs achiove their business goals,
repay their Ioans, and oreate jobs in mral communities.

4, RBS offers a holistic portfodio of grant, loan, snd grantloan u}mbﬂmnon Frograms

it rural entreprenenrs of all fevels from start-up to commercialization,

5. RB% provides finencing and training options to rurst businesses.

Second, GAO hight xamples wh may be eligible for multiple federal
programs based on am mmpremur s speeific chamumst-cc Howsver, the report does not
mention i thi : or problematic issee, 1tis RBS experience that rural entrepreneurs
my be oligihle fm’ multx ple programs, and & businesses’ unique situmtion Jictates which
programs best meet its needs.

For example, the loan Timits and ferms vary between RBS” Business and Industry Guaranteed
Loap Program (B&T) and the Small Business Administration”s {SBA} Ha) Lown Progeam, Hach
entreprenear must work with its feader to identify the program that best meets its speeific
borrewing needs, In these instances, the RBS and SBA programs complement each other and
serve e farger number of eniepreneuws.

REBS i seeks ities to g Increased | in rural

i ion and ging. In a recent survey of 41 RID State Offices,
arveyed said they promote SBA programs with their resouree partners,
such as kndu—e T Fiscal Year (FY) 2011, the RBS Administrator smpbasized leveraging B&1
prograv doflavs with “other funds™ to increase fuding for projects. Additionaily, the FY 2011
Business and Cooperative Programs Goals Jetter required each RD State Office to Jevemge at
Teast 46 percent of their obligated funds,

Rural compmunities have historleally facked adequate access to private Investmens capital to
support bu»muS\ dvvclopmmt wd an ucaimn. 1 2011 and 2012, RD and SBA collaborated 1o
host six on private i capital for rural srall
businesses, The partnership stems from RBS” research into capiwl markets, Reprosentatives
from the financial industry, Farmn Credit Administeation, and State agencies participated al these
meetings. RBS will contime to work with other Federal agencies to swsure that nasal
congnimities ane economicatly thriving.

Third, in refevence 10 GAO's conmments on data-collecting process, RBS uses the fuflowing tools
to kentify and improve the sffectiveness of its programs;

RBS gathers data on all its programs end projects, which it analyzes 1 assess program
effectivencss.

RES maintains the dats in an dlectronic database as well 83 prajeat files.

. RBS regufarty evaluates all of s programs at the National and State fevels,

RBS wses RIPs Management Control Review (MCR) prooess 1o assess a program’s
effectiveness.

Py
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Appendix Vi: Comments from the Department
of Agriculture

Mr, Wiltiam Shear 3

5. RBS yses its Business and Cooperative Progrem Assessment Review (BOPAR) process
to determine vach REY Stete Office’s effectiveness in administering the Ageney's
programs.

Finally, the recommendations in the report are not expliclt, which makes it unclear how RBS

woutd i address each dation to GAQ's
in usion, USDARD itted to i i opp ities for all
5. We iats any § ion that helps the Federal Government efficisncy

and effoctively deliver its programs and services. These intermad assessments are pariicularly
important as we seek new opporfunities to direct funding to programs and reduce our
administrative o

Again, thauk you for the opportunity to comspent on the report. 1f you bave any questions,
please contact fohn Purcell, Director, Financial Management Division, at (202} 6%2-0080.

Diatlas Tonsager
Ulnder Secretaty

Page 92 GAQ-12-819 Entrepreneuriaf Assistance



144

Appendix VII: Comments from the
Department of Commerce

THOITED: STRYRS DRBRNTRENT OF ColmiEReE
The Seerebary F Soremaine
Wasingion, UG

s

Augest 6, 2L

Mo, Witlians B. Shear

Triveetor, Finaneial Murkets and
Conmrsamity § fnent

U8, Gosvernment Aceouniability Offies

441 G Street NW

Washington, DO 20548

Drear Wr. Shear

The I
cament on the
g 2 Exist To foyprove Programs” Collaberaiton,
gra-TFracking, and Peeformanse Mamagement (GAO-12-819), Our somenernts ave
wnghosed,

the 4 ity B review wad
srtability Office (GADY drafl report enitied,

meer Hn Slawers, Avting A
A, ol (200 482-3663.

Siriceely,
T &5 &
ol M Sl
Reb: sheke | o

Acting Secretary of Comemerce

Ewnelosare
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pp Vi © from the D
of Commerce

Department of Commueres

Economic Development Administration
Conuents on Braft GAO Report Entitied
prenenrivl dssi o ities Exist to Improve
Programs’ Collaboration, Data-Tracking, ami Pexformance Management
(GSO-12-81%)

. Department of Commerce provides the following
Native American Business Enterprise Confors

A footmote should be added ro the performancs measures data associated with the Native
American Business Enterprise Centers (NABEC) program on page 41, and ol entrigs
revised 10 zero. The foatuote should indicate that performance for the NABE part of
the performance of the Mincsity Business Conter program on the next page. This would
e comparable to the existing footnote regarding fumfing for the NABEC program, which
50 grtered

Entreprengurial

As previously ¢ cory Todenl agene:
regarding their mi istration, and th
with the opportenity to improve operational efficiency by identifying best practives
across government. Further, it snables agencios to btter define their raspes
abfectives relativa o each other. Muost § 'y, this H Ezes that

s yome degree of commaonality
Phis provides agencies

e goals and

services meet a continuum of needs along more than one dimension. Thus, what may
appear as duplication at & higher level is in reality a portfolio of distinet services meeting
unique peeds. However, GAD may wish to consider the complementary role many
agencles play in the Seld of sconomis develapment - and the need for
complementary, activities & address the o exities of

suel varied, but

Snteepreneurship i nota singular sctivity, but i3 the sum of muitiple unique activitdes
that start with an iica, and finishes with commercialization - the sale of products and
serviees to the public. ent on both the varied needs of enfrepreneurs in
conwrunities across the country and on the specific outeomes, gt 3 rvices the
ing fedural entrepreneurial progrums are directed towands. Not all entreprenewss {or
the eommunities & which they reside} require the same set of services, BDA has carved
niche, for exampie, in ing chuster ! regional i

and many of the assoclated infrastrocture nesdy, which is a unique characterist
federal agencies engaged in economic developntent
CIFEPRERES.

@ rEpOn 1§

ameng
and just one of many needs of

Ty addlition, it
uniquen:

ingortam to acknowledge the wnderlying forces which guide the
of federal agencies’ © tal asst . including, in
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pp Vi G from the Dep,
of Commerce

anigue eligibilin i and criteria, v, i
ww gencies do  in fact, successtully collabom and forge polie
a of i i

akey role in leading and shaping federal poli
. In this leadership role, EDA has butlt

ractice of voordinating with other federal agencies and its knowledge of

best practices in economiz development o Create new britiatives designed 0 more

gically advance golk regional These Init;
formaily loverage each partner’s complementary activitios to advance regional economic
development activity, including infy ial taleny, N
business incubation, best management practioes, and access o capital, For example,
recent b c3 efforts inchude inttiatives such as the Jobs sad
g

i 4 Chalenges {o.8
¥ E 16 Challenge, 16 Treen Challenge, Energy Regionat Innovation
stor Initistive, and the Strong Chies Strong Communities (SC2) Challenge. These

i 1o tearing down “stos™ across feds agen
'y Sessening the burden on grant applicams applying
} sourees (stiminating duplication), and jolmdy directing
federal resources towards projects that sdvance common goals and objectives of each

¥ (mitigating overiap).

anced f ings and Rural Jobs and

agey

s the first Jobs and Innovation Acceleraror Challenge (FY 2011, for sameple, EDA
wirked with the Deparunent of Labor and the Small Business Administration to develop
& streamiined application process n order w award 20 grants to organizations proposing
o provide buston stince, employrent rainteg, ad suppor fir regional innov ation
clusters as part of an overall eoliabarative effort; but where sach funding ageney
supported nnique projects with diserere geals and objectives that aligned
goals of each respective ageocy. Similar recont inftiatives have also spen B
with the of Agri the Deg of Energy, the Department of Labor,
he Mational Institate of Standards and Techmology, and the Natiopal S¢
wse efforts have enabled EDA and its funding agency pariners to crsate an efficiont
that decreases the burden borne by applicants, white collectively

selection prog
investing in projects thet further commonly-held agency goals.

s of ion tracking and perft s EDA has establish
f dts programs; namely, EDA tacks the mumber of joby
i i} { These

ts tegm
parformsance measwres for gac)
created and private | Y for sach
performance measurements are subjest w thorough review and »
reported in the ageney’s srval report to Con, and comply with the Government

Performance mnd Results Ast{GPRA). In addition 1o these outcoms meanares, EDA

closely monitors putputs and administrative processes w betier assess the effizacy of it
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pp Vi G from the Dep,
of Commerce

programs. Similarly, EDA routinely conducts evatuations of #ts programs (often Hmired
only by Iack of resources), both intemaliy, snd through third-party researeh, and makes
avirifable the findings of such evaluations (Now A's performance metrics were
founded on an independent study of investments cartied out by Rutgers in 1996, This
iy was updated and validated in 2608 fiwough a separate study conducted by Grant
Thomton.

Though BDA continally seeks to bolster and enharcs the quality and quantity of its
performance metrics and evalualive capecity, the ageney has & well-documented history
of i 0 program fon and . A ngroes with GAD's focus
on the need for more specific, fosused information tracking and more frequent
performance svaluation broadly; bowever, many of the generel statersents about the need
for additional work & this area seem 1o be a residt of the fact thet efforts 1o rack and
meniter project progress seem ts have been outside the scops of the report. This broad
statement affords Hitls o policy design and development. EDA agroes that sdditions}
attention should be examined o this mea, aad encourages GAQ © conduct an anol
andd identify best practices and on evaluation and perf:
rsgmagement that could be utitized move strategicalty to inform Congress and foderal
agenties,
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Appendix VIII: Comments from the
Department of Housing and Urban
Development

LS DERARTMENT OF BO RBAN DEVELOPMENT
WASH s

RARY 9 A
2 ARG

Mr, Wiltiam B. Shoar, Director

Financial Markets snd Community Invesiment
Us. crnment Accountabifity Office

411 G Street, NW

Washington, DO 20548

Dear Mr. Shear:

The Depurtment of Housing and Urban Dewiapmcm sogm of Pubilic md frnelkan
Housing has reviewod the dealt report on v Eovisd for
Iprove Programs” Colleberation. Data-Tracking, an(! Pesformance "U(mugt’nuiti HISAEDIL
Thank yous for the apportanity 1 Commen.

Tara congerned that the Indlan Community Development Rlock Grant HCDRGY program
is featured prominently on the first page of the Tepertas eneof 19 sconomic development
prograns tht faited o meet dieir P erfirrmanes gosls. | am requesting that te
staternent be moditied, 5o thut the emire program is not unfainly porceived as neffective.

HUD contonds the draft report mis FCIBCG as an
program. The CDBG is 2 rddhnlv srall programt that mainly focuses on community
While i o is an elgible ICDRG activity, it represents suly

3 pereent of sl projests funded singe 2 G the $482.445.267 nevarded for ICDRG du
his time, oaly $16.914,999 (3.3 peroenty funded e»mmmu- dave d@pmm activities, Most ICDBG
grants are used for building ity bufidings, ping of verious fypes, and
rehubititating housing units on Indian fans.

Ax stated b the GAD repurt, the stady's Toous s coonopic development programs thet
suppurt eotreprencurs. HUD fLCL\ s.an the IR e ot conwaunity develupment and ity
refatively smalt setivity, ik hsting the
ICRRG frogram ou the f;m page ovarstatos the rofe the propram has i ewnomu development
-~ espectally whas there are many other programs refeered @ iy the stusdy that could be named
mstead of e ICDRG program,

The [CEHG progeant ia & statstory sebaside of the much farger. fornda-driven
f Chramt progeann, TODBO goars see asvarded o responss i
i Notiee of Funding Avitlability, wd Hone any very it

A 4 i indi & conducied tn 2006,
at lhg roguest of the Office of 3 e
The Toraved that 2 high o of the fands ane w«ankd faw community

m%mﬂm&..mc o Speciticaily the report saidc

gt goy

Page 87 GAO-12-818 Entrepreneurial Assistance



149

ppendix Vill: C from the Dep
of Housing and Urban Development

¥ es to improve the sociel viability of the

and mdarily 1o enhance ic viability, ICDBG projects
Ut improved soctal viability included henlth clinics and multipurpose community
centers. Significant amounts of grant funds also were used for basic infrastructure

“ICDBG grants primaril

projects to enhance the livability of housing and the operation of public facilitics.

“The employment benefits of ICDBG projects appeared to be a secondary priority for
most sites we vistted. Instead, grantees are divoting their ICDRG leveraged funds to
profects that meet baste buman needs, such as health, nutriion, infrastructure, and
housing. White ICRBG projects do provide emplovment, abrost all these positions are
with tribal governments or agenciex. In the ICDBG program, there has been enly o
timited focus on developing commercial or industrial entities that generate eraploymant
opporfunities and revenues for the tribe.”

HUD supports effnts to accurately measure the performance of fis programs, In fact, the
Offies of Native American Prograns (ONAP), which is a division within Public snd fndian
Housing, has ized the limitations in its method of prajecting and measuring performance
in the JCDBG program, Barlier this year, ONAP began dratting a revived form o be used at
geant appHcation ard gt grant closeont to better collect performance measurernent dat, ONAP is
also ining it3 data i & as well a8 the methoedotogy used to establish

program targets.

As many iribal leaders and beneficiaries will attest, the ICDRG program sddresses many
important community development goals beyond those messured in the report. The program
should not in any way be characterized as  failure, especially based on an analysis of fewer than
3 percent of the program’s projects, ICDBGs on as 2 Ful and important program
in fncdian Country should not be compromised by such a relatively minor flaw In its performumnce
measurement provess. Thank you for your thoughtful consideration.

Sincerely,

andra B, Henriguer
stant Seeretary
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U
GAO Contact William B, Shear, (202) 512-8678 or shearw@gao.gov.

Staff In addition to the contact named above, Marshall Hamlett and Triana
McNeil (Assistant Directors), Matthew Alemu, Ben Bolitzer, Julianne

Acknowledgments Dieterich, Cindy Gilbert, Geoffrey King, Terence Lam, Alma Laris, Marc
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GAO’s Mission

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help improve the performance and
accountability of the federal government for the American people. GAC
examines the use of public funds; evaluates federal programs and
policies; and provides analyses, recommendations, and other assistance
to help Congress make informed oversight, policy, and funding decisions.
GAQ's commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

Obtaining Copies of
GAO Reports and
Testimony

The fastest and easiest way to obtain copies of GAO documents at no
cost is through GAO’s website (www.gao.gov). Each weekday afternoon,
GAO posts on its website newly released reports, testimony, and
correspondence. To have GAQ e-mail you a list of newly posted products,
go to www.gao.gov and select “E-mail Updates.”

Order by Phone

The price of each GAO publication reflects GAO's actual cost of
production and distribution and depends on the number of pages in the
publication and whether the publication is printed in color or black and
white, Pricing and ordering information is posted on GAO’s website,
hitp:/www.gao.gov/ordering. htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional information.
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E-mail: fraudnet@gao.gov
Automated answering system: (800) 424-5454 or (202) 512-7470

Congressional
Relations

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-
4400, U.S. Government Accountability Office, 441 G Street NW, Room
7125, Washington, DC 20548
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Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548
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Testimony of Michael A. Chodos

Associate Administrator for
Entrepreneurial Development
U.S. Small Business Administration
Before the
U.S. House of Representatives
Committee on Small Business

March 20, 2013

Chairman Graves, Ranking Member Velazquez, and distin-
guished members of the Committee. Thank you for inviting me to
testify about the Small Business Administration’s (SBA) work to
enhance collaboration, avoid duplication and improve data tracking
within our entrepreneurial assistance programs. I am grateful for
the opportunity to discuss the wide range of business counseling,
capital access and procurement assistance programs SBA makes
available to America’s 28 million small businesses to help them
start, grow, innovate and create jobs. I also look forward to dis-
cussing our extensive collaboration with other federal agencies and
our ongoing efforts to evaluate our own programs and to make
them more streamlined, effective and efficient.

Entrepreneurs are the foundation of America’s economic success.
Roughly two-thirds of all net new private sector jobs are created by
small businesses; and over half of America’s working population ei-
ther own or work for a small business. For 60 years SBA has been
there to provide assistance and support for small business’ success;
and since 2009, under Administrator Mills’ leadership, SBA has
been there to address and meet critical gaps as small businesses
struggled through the deep economic crises of the last four years.

In the past year alone, SBA and its resource partners counseled
and trained over 1 million small businesses and helped thousands
of new businesses start. SBA and its network of lenders also sup-
ported over $30 billion in loans to small businesses through its 7(a)
and 504 loan program, and we helped agencies across the federal
government to put over $90 billion in federal contracts in the
hands of small businesses. SBA also leveraged a record $3.3 billion
in capital for small businesses through the SBIC program; and
since 2009 has supported over $3.3 billion in lending in our export
loan programs.

Alongside the many ways in which SBA helps small businesses
grow and create jobs, we're also there for individuals and small
businesses after a disaster. Most recently, within 90 days after
Super Storm Sandy struck, SBA approved more than $1 billion in
direct disaster loans.

To implement its programs, services and disaster support, SBA
connects directly with small businesses in communities across
America. It does so directly through its nationwide network of SBA
District Offices, Small Business Development Centers (SBDCs),
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Women’s Business Centers (WBCs), SCORE chapters and Veteran’s
Business Opportunity Centers (VBOCs). And because so many of
SBA’s programs are delivered in partnership with others, we also
help small businesses every day by collaborating with our very
large network of private lenders, micro-lenders and investment
funds in our lending and capital programs; with federal and state
partners in our procurement, Small Business Innovation Research
and export programs; and with university and non-profit partners
in several of our innovative programs for supporting veterans’ en-
trepreneurship.

We work collaboratively every day to break down siloes and to
work effectively with our federal, state and private-sector partners.
But we know that there are always further opportunities to use
taxpayer dollars wisely and to make things simpler and easier for
our small business constituents. We know that navigating the fed-
eral government and its many programs and services can be
daunting to a small business. For that reason SBA and our net-
work of partners act as the “Front Door” to federal support for
small businesses. We help them access our own programs and serv-
ices, and also act as community-based and online guides to help
small businesses get the help they need from whichever federal,
state or local partner can serve that small business best.

We appreciate the work of Mr. Shear and his team at the Gov-
ernment Accountability Office (GAO). Their reports on the impor-
tant issues of fragmentation, overlap and data evaluation help SBA
in its ongoing efforts to collaborate effectively with other federal
agencies and to improve delivery of its own programs and services.

Over the past several years, SBA has focused very intensively on
opportunities for improving collaboration and coordination within
its own network. Our research shows that counseling and business
assistance services are vital to long-term success, and our network
counsels and trains over 1 million entrepreneurs each year on top-
ics ranging from business planning to financial analysis to mar-
keting. We want to make sure that network is operating as effi-
ciently and collaboratively as possible.

For that reason, last year SBA’s Offices of Entrepreneurial De-
velopment (OED) and Field Operations (OFO) convened the first-
ever national meeting of representatives from each resource part-
ner network. We identified concrete ways to break down barriers
and collaborate effectively in local markets nationwide, and de-
tailed strategies to improve their clients’ access to and utilization
of SBA programs and services. We followed up this historic meeting
with a series of regional meetings with SBA district Office staff to
further refine the next actions to improve collaboration. And we
modified all Resource Partner grant agreements to make effective
collaboration a core part of each grant going-forward. Today, SBA’s
District Offices, SBDCs, WBCs and SCORE chapters are more inte-
grated and coordinated than at any time in SBA’s history.

SBA focuses intensively on opportunities for external collabora-
tion and coordination of services, as well. At the same time, we rec-
ognize the ongoing need to identify and use the most promising
practices for inter-agency collaboration, and we look forward to
building on existing initiatives.
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SBA has participated in and led efforts to collaborate and share
resources with USDA, Department of Commerce and HUD. We
have also worked to leverage each other’s outreach efforts to im-
prove local small business access to the full range of economic de-
velopment programs and services. For example, SBA participated
in the Task Force on Travel & Competitiveness chaired by the Sec-
retary of Commerce and the Secretary of the Interior, and contrib-
uted to the development of the Task Force’s National Travel &
Tourism Strategy released in May 2012. In addition, in response to
the historic drought, SBA, USDA, and the Department of Com-
merce, through its Economic Development Administration (EDA),
worked collaboratively to conduct outreach to drought-impacted
communities about available federal resources. Also, SBA has been
working with the Department of Commerce and numerous other
federal agencies on developing BusinessUSA.gov, the comprehen-
sive, one-stop platform for businesses looking to access information,
resources, programs and services available through the federal gov-
ernment.

In another example, pursuant to their MOU executed in 2010,
SBA and USDA are working together to promote awareness of each
other’s programs and services and to cross-refer business clients
through their online websites and form their field offices. For ex-
ample, SBA and USDA are working together to recruit small busi-
nesses from rural communities into the Historically Underutilized
Business Zone (HUBZone) program. The HUBZone program’s focus
is to create jobs where they are needed most, and many designated
HUBZones tend to be in rural communities.

In another example, SBDCs partner with USDA to leverage both
the USDA access to rural communities and the SBDCs business as-
sistance services. SBDCs partner with the Cooperative Extension
System, Rural Business Enterprise and the BioPreferred Program
Offices to maximize assistance to small businesses in rural areas
across the country. Several SBDCs across the country participate
and receive USDA Rural Business Enterprise grants that finance
and facilitate the development of small and emerging rural busi-
nesses through distance learning networks. And SBDCs are key to
the counseling component of the E3 partnership led by DOC, EPA,
USDA, Department of Energy and Department of Labor which has
active projects in 20 states to integrate federal agency technical as-
sistance tools and resources for more integrated factory and facility
assessments and improvements.

HUD and SBA have been collaboratively supporting small busi-
ness development in distressed areas through HUD-financed Com-
munity Development Block Grant (CDBG) projects. Working to-
gether, the agencies are piloting ways to increase small and minor-
ity business utilization of HUD’s CDBG, HOME, public housing
and multifamily programs through access to surety bonds for the
smallest contractors. HUD and SBA have also worked together in-
tensively in recent years to identify ways to address and eliminate
duplication of benefits in disaster response, lending and granting
programs.

SBA also partners with the Departments of Commerce, Labor
and Education to coordinate federal efforts and leadership in sup-



155

porting regional innovation through the Taskforce for the Advance-
ment of Regional Innovation Clusters (TARIC). Through TARIC,
SBA and 15 other federal agencies coordinate and collaborate to
make their respective programs and services available to small
business innovators through joint regional innovation cluster initia-
tives, including the Advanced Manufacturing Accelerator Initiative
and the Rural Accelerator Challenge. By way of example, the Rural
Accelerator Challenge made available a combination of $9 million
in funding from EDA, Department of Agriculture, the Delta Re-
gional Authority, and the Appalachian Regional Commission, along
with technical and program support from nine additional agencies
including SBA.

SBA has also increased its collaboration with the DOC in the ad-
ministration of its International Trade programs. As directed by
the Jobs Act, SBA increased its nationwide network of Trade Fi-
nance Specialists co-located with the Department of Commerce
staff at U.S. Export Assistance Centers, and has built Exporting
expertise across the SBDC network with the training of over 200
new export counselors. The two agencies also participate actively in
the inter-agency small business working group, chaired by SBA.

While work remains to be done, I am very proud of our accom-
plishments and progress in the area of collaboration to date. A
great deal of the credit should also go to our SBA District Office
leadership; nation, state and local leadership in our SBDC, WBC,
and SCORE networks; and our Cluster administrators and other
partners.

In addition to our work fostering collaboration within our own
SBA family and with other agencies, the Agency has been working
intensively on ways to improve the measurement and evaluation of
our programs. SBA believes that measuring and evaluating effec-
tiveness and outcomes is essential to maximizing performance. We
teach this principle to small businesses every day; and we work
hard to apply the same principles to our own management of the
precious taxpayer resources entrusted to us.

Internally, SBA already engages in extensive measurement of
the activity and outcomes generated within our Resource Partner
network. But we continually look for opportunities to improve that
process.

Starting in FY12, OED undertook a comprehensive moderniza-
tion project for our Resource Partner data collection system, known
as EDMIS (Entrepreneurial Development Management Information
System) to enhance current data fields, improve budget and per-
formance integration capabilities, and expand reporting capabili-
ties. Additionally, we are also working with all our Resource Part-
ners to identify and align all our respective surveying, polling and
impact study methodologies to harmonize the data collected
through these efforts and have a coordinated set of data sources be-
tween the Agency and its partners.

Externally, in collaboration with DOC and other agencies, SBA
is working with TARIC to implement rigorous data collection and
evaluation for our cluster initiatives and to propagate best prac-
tices. In addition, our Office of International Trade is implementing
joint outcome-based performance measures in collaboration with
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the Trade Promotion Coordinating Committee and its 18 member
agencies.

SBA is also participating in a series of inter-agency meetings in
collaboration with the Performance Improvement Council to discuss
data collection, program evaluation, and performance measures to
create consistent and relevant standards across the agencies which
support entrepreneurship. SBA is working with OMB and the
Council of Economic Advisers on an interagency pilot with Com-
merce and USDA to pursue a cross-program study of business tech-
nical assistance programs. One goal of the pilot is to determine
whether SBA program data can be matched with Census data to
accomplish the broader objective of measuring the impact these
programs are having related to their stated mission. SBA and the
Department of Commerce also jointly sponsor a “Smarter Data,
Smarter Policy” initiative, the goal of which is to develop a con-
sistent data set that is widely accessible to government statistical
and business agencies.

In closing, I want to thank you for the opportunity to testify be-
fore you today. As you know, the SBA, its Resource Partners and
its many lending, federal sector and other partners have a critical
mission to fulfill as our economy continues its recovery. Our goal
is to support and strengthen America’s 28 million small businesses.
Through enhanced collaboration, improved performance metrics,
and new service delivery tools, we are building an entrepreneurial
ecosystem for the 21st Century and beyond.

I look forward to answering any questions you may have. Thank
You.
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Statement of Doug O’Brien, Deputy Under Secretary for
Rural Development, United States Department of Agri-
culture

Before the House Committee on Small Business

MarcH 20, 2013

Chairman Graves, Ranking Member Velazquez, and members of
the committee, I am pleased to have this opportunity to discuss
USDA Rural Development’s role in supporting and encouraging
economic development of our Nation’s rural communities.

Since 2009, President Obama’s plan for rural America has
brought about historic investment in rural communities that has
made them stronger and more vibrant. USDA Rural Development
alone, has directly invested or guaranteed more than $131 billion
over the last four years in broadband, businesses, housing, safe
water, community facilities and more that have benefited not only
the communities our agency serves, but also the overall economy.

We view our programs as building blocks for a successful rural
community. Quality infrastructure encourages business and eco-
nomic growth which in turn encourages housing development to
serve the influx of new employees, and leads to additional neces-
sities such as schools, hospitals, and emergency resources. USDA
Rural Development programs address all of these community needs
through grants, direct loans or guaranteed loans.

In the Consolidated Farm and Rural Development Act (Con Act),
Congress charged USDA with leading the Federal Government’s ef-
forts to ensure a prosperous rural America and declared this task
“so essential to the peace, prosperity, and welfare of all our citizens
that the highest priority must be given to the revitalization and de-
velopment of rural areas.” Four decades later, the agency that I
represent today, is responsible for implementing a suite of pro-
grams with the sole mission to increase economic opportunity and
improve the quality of life for all rural Americans.

Building on this history, President Obama in June of 2010 cre-
ated the White House Rural Council to improve coordination
among Federal agencies and create more economic opportunity in
rural America. Coordination between the Department of Agri-
culture and other government agencies to facilitate program deliv-
ery continues to strengthen. The comprehensive rural strategy is
encouraging rural economic growth that is outpacing urban areas.
President Obama and Secretary Vilsack have long believed that
“strong rural communities are key to a stronger America.”

The economic literature confirms the importance of vibrant rural
economies to the Nation’s economy. For example, the Organization
for Economic Cooperation and Development (OECD) recently re-
leased a report, Promoting Growth in All Regions, which says in-
vestments in rural places are vital for aggregate national economic
growth and in many cases such investments have found that rural
regions have, on average, enjoyed faster growth than urban re-
gions.
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We believe, particularly at such a tenuous point for our Nation’s
economy, that we cannot leave significant growth opportunities in
rural regions untapped. This study provides vigorous research and
an explanation for why regional rural economies are so important
to a Nation’s overall economic health. This isn’t the first report to
make such a conclusion, nor is it news to those of us who work and
live or represent rural America, but it is notable for its comprehen-
sive analysis and recommendations that are important for rural
economies. They include: investing in less-developed regions makes
good economic sense; a pro-growth strategy on the assets of the re-
gion is the most beneficial and sustainable approach; policies that
support education and training for low-skilled workers are critical;
infrastructure development has the greatest impact when coordi-
nated with other development policies; and formal and informal in-
stitutions that facilitate communication and collaboration in the re-
gion are vital. USDA and its partner agencies were already work-
ing on a number of these strategies.

As you know, rural America has unique challenges and assets.
Rural communities are characterized by their isolation from popu-
lation centers and product markets and benefit most from initia-
tives that integrate local institutions and businesses with State
and Federal agencies that have intimate knowledge of local needs.
To address these unique challenges, Congress has provided USDA
with a variety of programs that comprehensively attend to the
rural dynamic.

As the only Federal Department with the primary responsibility
of serving rural areas, the presence of USDA field offices in every
state helps us to serve the specific needs of local communities.
USDA Rural Development employees are able to identify a wide
range of community and economic development resources for locally
elected officials, business owners, families, farmers and ranchers,
schools, nonprofits, cooperatives and tribes. USDA Rural Develop-
ment staffs are located throughout the nation and are members of
the communities they serve and possess expert knowledge of the
economic challenges and opportunities that exist in their particular
region.

Through USDA Rural Development’s infrastructure development
programs, we make investments in rural utility systems that
helped improve and expand the rural electrical grid, provide clean
drinking water to rural communities, and deliver faster Internet
service to rural families and to businesses, allowing them to com-
pete in the global economy. In 2012, we provided nearly 64,000
rural households, businesses and community institutions with new
or better access to broadband Internet service, provided more than
8 million consumers with new or improved electric service, and pro-
vided 2.5 million of our borrower’s customers with new or improved
water or wastewater service.

Through USDA Rural Development’s business and cooperative
loan, grant, and technical assistance programs, the agency helped
over 9,500 rural small business owners and agricultural producers
improve their enterprises, including those related to renewable en-
ergy. Beyond direct assistance to these business owners and pro-
ducers, financial support from USDA also creates lasting economic
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development opportunities in the rural communities where the
projects are located. Business and cooperative funding created or
saved an estimated 52,000 rural jobs in 2012.

Not only have we supported small businesses, but we also sup-
port the social infrastructure that makes rural communities attrac-
tive to small business owners and their employees. USDA Rural
Development’s Community Facilities loan and grant program pro-
vided assistance to construct or improve 215 educational facilities,
and supported 168 health care projects—part of more than 1,400
Community Facilities projects nationwide in 2012. Other key
projects included support for local, rural emergency responders.

The USDA Rural Development housing program ensures that
rural families have access to safe well-built, affordable homes. In
2012, more than 153,000 families with limited to moderate incomes
purchased homes utilizing our housing programs. We also helped
about 7,000 rural individuals or families repair their existing
homes under our home repair loan and grant program. More than
400,000 low and very-low income people were able to live in USDA-
financed multi-family housing thanks to rental assistance.

While USDA Rural Development’s programs provide the critical
tools for rural America’s success, perhaps the most important ele-
ment is how we use those tools: by having over 400 offices in rural
communities across the country that provide us the ability to deal
directly with the businesses, individuals and communities that
many times do not have the capacity to otherwise access Federal
programs.

Congress had the forethought to strategically place comprehen-
sive programs for rural America in one agency: Rural Development.
To make sure that the community economic development mission
is met, we always look for opportunities to collaborate with other
agencies to get the best results in rural communities. We appre-
ciate the ongoing efforts of the U.S. Government Accountability Of-
fice (GAO) to look at ways that the Federal government can col-
laborate more effectively.

In the August 2012 report, Entrepreneurial Assistance: Opportu-
nities Exist to Improve Programs’ Collaboration, Data-Tracking,
and Performance Management, GAO recommended that the Secre-
taries of Agriculture, Commerce, and Housing and Urban Develop-
ment and the Administrator of the Small Business Administration
(SBA) conduct more program evaluations to better understand why
programs have not met performance goals and their overall effec-
tiveness. In response, USDA Rural Development’s Rural Business-
Cooperative Service is developing a strategic plan that includes an
initiative to improve the quality of performance measurement with-
in the next two years. GAO also recommended that the Secretaries
of Agriculture, Commerce, and Housing and Urban Development,
and the Administrator of SBA work together to identify opportuni-
ties to enhance collaboration among programs, both within and
across agencies. The Obama Administration has initiated steps
that provide agencies with a mechanism to work together to iden-
tify opportunities to enhance collaboration among programs. For
example, in the Administration’s fiscal year 2013 budget submis-
sion, a cross-agency priority goal was introduced to increase serv-
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ices to entrepreneurs and small businesses. One of the objectives
under this goal is to utilize programs and resources across the fed-
eral government to improve and expand the reach of training,
counseling, and mentoring services to entrepreneurs and small
business owners. Furthermore, the Administration established an
interagency group—including Commerce, SBA and USDA—that
aims to streamline existing programs, improve cooperation among
and within agencies, ease entrepreneurs’ access to the programs
that are right for them, and increase data-based evaluation of pro-
gram performance.

In 2012 USDA Rural Development provided five webinar train-
ing sessions for Rural Business employees in the field and national
offices who track performance data in the agency’s Guaranteed
Loan System (GLS) to improve the collection and maintenance of
data related to program performance measures and to improve
data quality. We restructured the field office GLS support team by
designating a lead and backup for each region. These individuals
received additional GLS training, including recording and tracking
performance measures. We also conducted bi-annual surveys to as-
sess the level of collaboration between SBA and USDA Rural De-
velopment and to identify best practices for increased collaboration.
These actions, in conjunction with customer service scores, are
helping us evaluate customer satisfaction.

The memorandum of understanding (MOU) USDA signed with
the SBA in 2010 helped lay the foundation for enhanced inter-
agency collaboration on economic development and improve service
delivery to small businesses in underserved rural areas. Over the
course of the past year, USDA and SBA held a series of joint
roundtables across the country focused on increasing investment in
rural communities. I attended several of these roundtables and
found the discussions to be terrifically valuable. The meetings have
presented opportunities to hear from stakeholders of both agencies
about the challenges—and benefits—of investing in rural America.

In response to the roundtable discussions, USDA Rural Develop-
ment leaders from our Rural Business team have been meeting
with SBA to explore possibilities to increase micro lending avail-
ability to rural constituents.

We determined that there are substantial amounts of resources
in revolving funds created through several of our programs that are
available for increasing investment in rural communities. We are
actively pursuing the relending of these funds by meeting with our
partners during the first quarter of this calendar year. Participants
in these roundtables include our revolving loan fund partners,
SBA, SBA Certified Development Companies, Small Business De-
velopment Centers, commercial lenders and other community and
economic development stakeholders.

Indeed, one suggestion we received was the need to create con-
sistent and streamlined application processes. We are researching
options with SBA to make improvements and standardize the proc-
ess so it is less burdensome on applicants while also ensuring prop-
er due diligence to protect the taxpayer from unnecessary defaults.

Building on these successes, in 2012, USDA signed a MOU with
the American Association of Community Colleges to strengthen
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rural economies throughout the Nation. National, State and local
staffs around the Nation are diligently and creatively working to
find ways to coordinate with stakeholders and colleagues in other
Federal agencies to leverage resources and create jobs by sup-
porting businesses. For example, USDA Rural Development in
California has recently joined into a MOU with the California Com-
munity Colleges Chancellor’s Office. In conjunction with this effort,
the two agencies are partnering with local community colleges and
Small Business Development Centers—financed through SBA—to
present capital readiness events throughout the State. The events
provide information and resources for small businesses seeking fi-
nancing.

USDA Rural Development obviously takes pride in our uniquely
rural focus and our local program delivery model which differen-
tiates us from other Federal agencies. The direct personal contact
between our agency personnel and lenders, borrowers, commus-
nities, families and individuals is invaluable and provides in-person
technical assistance that would otherwise be unavailable. This inti-
mate relationship encourages agency personnel to work collectively
and creatively to make our programs more complementary to those
of other agencies. By doing so, we are able to extend our reach and
assist more communities.

Engaging with members and stakeholders on the White House
Rural Council has also opened doors to improved collaboration and
coordination. Last summer, I participated in the Regional Innova-
tion in Rural America forum to develop strategies for leveraging in-
frastructure investments in rural communities that help create jobs
and boost economic development. Two programs highlighted at this
forum were the Rural Jobs and Innovation Accelerator challenge
and the Stronger Economies Together (SET) initiative.

The Rural Jobs and Innovation Accelerator Challenge (RJIA)
leverages existing financial and technical assistance resources from
13 Federal agencies and bureaus. Grant winners were announced
on August 1, 2012. To date, projects across 12 States have received
Federal funding to help strengthen regional industry clusters by
identifying and maximizing local assets, connecting to regional op-
portunities, and accelerating economic and job growth across rural
regions.

Meanwhile the Stronger Economies Together (SET) initiative en-
ables rural communities and counties to work together to imple-
ment multi-county economic blueprints to build on a region’s cur-
rent and emerging strengths. USDA Rural Development launched
SET with land-grant university partners and Regional Rural Devel-
opment Centers two years ago. SET is now active in nearly 40 re-
gions in 19 States.

These are but two examples of USDA’s collaborative efforts with
other agencies across Federal government to support rural commu-
nities that are building durable, multi-county coalitions that foster
economic development on a regional scale. In addition to providing
direct economic benefits, regional collaboration allows rural com-
munities to capitalize on economies of scale in infrastructure and
public services, to encourage the development of specialization in
industrial sectors that would make them more competitive, and to
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locate facilities and services where they provide the greatest ben-
efit at the lowest cost. Leveraging Federal resources to more effec-
tively support regional economic development efforts continues to
be an agency best practice.

USDA Rural Development has a long standing record of consist-
ently implementing new collaborative procedures and meeting in-
creased demand for our services in the face of declining funding
levels and enormous staff loses. We’ve done so through hard work
and determination and my implementing Secretary Vilsack’s “Blue-
print for Stronger Service.” Under the blueprint, the Department
identified 379 recommendations for improving USDA’s office sup-
port and operations. To realize further efficiencies, USDA Rural
Development consolidated offices that were, in most cases, within
20 miles of other USDA offices. In other cases, technology improve-
ments, advanced service centers, and broadband service have re-
duced the need for significant numbers of brick and mortar facili-
ties.

Since the beginning of fiscal year 2012, USDA Rural Develop-
ment has reduced nearly 18 percent of its workforce or 1,053 peo-
ple. In spite of those reductions, USDA Rural Development has
been able to maintain a unique connection to rural America—a con-
nection like no other Federal agency—by aggressively imple-
menting the Secretary’s Blueprint and Rural Development’s Seven
Strategies for Economic Development. We are known as an agency
that can build a community from the ground up. Today, we are
helping rural America prepare for the global challenges of the 21st
century by looking not only within a community for defining
strengths and opportunities, but to regions and strategic partners,
where one community or program can compliment and draw upon
the resources of another to create jobs and strengthen economies.

We remain committed to increasing economic opportunity and
improving life for rural Americans. USDA Rural Development is
helping rural America resolutely move forward. Our presence in
the rural communities we serve, combined with our local knowl-
edge and uniquely rural focus, continues to set us apart from other
Federal programs. We know our investments will pay dividends for
years to come.

I appreciate the opportunity to testify before members of the
Committee also appear on this panel with my distinguished col-
leagues at SBA and GAO. As you can see from the testimony
above, we work well together and I anticipate that we will continue
to do so in the future. I welcome the chance to engage in a dialog
on even more ways we can further support American
competiveness and growth. Thank you for your support of USDA
Rural Development programs. And at this time, I am happy to an-
swer your questions.
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United States Govarnment Accountability Office
Washington, DC 20548

Aprit 11, 2013

The Honorable Sam Graves
Chairman

The Honorable Nydia Velazquez
Ranking Member

Committee on Small Business
House of Representatives

On March 20, 2013, | testified before your committee in the hearing on examining
inefficiencies and duplication across federal programs that provide entrepreneurial
assistance.' This letter responds to your request that | provide answers to questions
for the record from the hearing. The responses are primarily based on work
associated with our August 2012 report on federal programs that support
entrepreneurs.? If you have any questions about this letter or need additional
information, please contact me at (202) 512-8678 or shearw(@gao.gov.

Wllibyyy § oy
William B. Shear

Director
Financial Markets and Community investment

Enclosure

'GAO, Entrepreneurial Assistance: Opporunities Exist (o Improve Programs’ Collaboration, Data-
Tracking, and Performance Management, GAQ-13-452T (Washington, D.C.: Mar. 20, 2013).

2GAO, Entrepreneurial Assistance: Opportunities Exist to Improve Programs’ Coflaboration, Data-
Tracking, and Performance Management, GAO-12-819 (Washington, D.C. Aug. 23, 2012).
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Enclosure

Committee on Small Business

Hearing: “Entrepreneurial Assistance: Examining
Inefficiencies and Duplication

Across Federal Programs,” March 20, 2013

Responses to Questions for the Record
William B. Shear, Director
Financial Markets and Community Investment,

Government Accountability Office

Based on GAQO’s analysis, how extensive is collaboration
between SBA and USDA across rural America?

In August 2012, we reported that agencies’ efforts to collaborate
among programs that support entrepreneurs have been limited.
The agencies have agreed to work together by signing formal agree-
ments to administer some of their similar programs. For example,
SBA and USDA entered into a memorandum of understanding
(MOU) in April 2010 to coordinate their efforts aimed at supporting
businesses in rural areas. Under the MOU, USDA and SBA agreed
that their field offices would advise potential borrowers of the other
agency’s programs that may meet their small business financing
needs and coordinate the referral of small business applicants to
one another where appropriate, work to make each agency’s pro-
grams more complementary by minimizing differences in program
fees and processing and closing procedures, and develop joint train-
ing seminars on each agency’s programs. USDA’s April 2011 survey
of state directors indicates progress under the MOU in several
areas, including field offices advising borrowers of SBA’s programs,
referring borrowers to SBA and its resource partners, and explor-
ing ways to make USDA and SBA programs more complementary.
However, the agencies have not yet implemented other good col-
laborative practices, such as establishing compatible policies and
procedures to better support rural businesses.

2. For the March 20, 2013 hearing USDA’s written testi-
mony discussed potentially standardizing certain funding
applications with SBA. How does this relate to GAO’s rec-
ommendations?

In August 2012, we recommended that the Director of the Office
of Management and Budget; the Secretaries of the Departments of
Agriculture, Commerce, and Housing and Urban Development; and
the Administrator of the Small Business Administration should
work together to identify opportunities to enhance collaboration
among programs, both within and across agencies. In prior work,
we identified practices that can help to enhance and sustain col-
laboration among federal agencies, which can help to maximize
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performance and results, and have recommended that the agencies
follow them.3 These collaborative practices include identifying com-
mon outcomes, establishing joint strategies, leveraging resources,
determining roles and responsibilities, and developing compatible
policies and procedures. USDA’s discussion of potentially standard-
izing certain funding applications with SBA is consistent with the
collaborative practice of establishing compatible policies, proce-
dures, and other means to operate across agency boundaries.

3. In February 2012, GAO’s annual duplication report
notes an intention to recommend that Congress tie funding
to program efficiency. However, GAO’s comprehensive Au-
gust 2012 report did not make this recommendation. Please
explain what changed as GAO put together the August 2012
report that led away from this recommendation?

In February 2012, we reported that we expected to recommend
in a subsequent report that Congress tie funding more closely to
a program’s demonstrated effectiveness. However, based on addi-
tional analysis, we concluded that decisions about funding and re-
structuring would be difficult for Congress without better perform-
ance and evaluation information about the various fragmented pro-
grams. Thus, we concluded that making this recommendation
would be premature and that the agencies must first collect the
necessary information and conduct program evaluations needed to
inform funding decisions by Congress.

Specifically, in August 2012, we concluded that agency perform-
ance and evaluation information had a number of deficiencies.
Agencies typically do not collect information that would enable
them to track the services they provide and to whom they provide
those services. As a result, we recommended in August 2012 that
the Secretaries of Commerce, Housing and Urban Development,
and Agriculture and the Administrator of the Small Business Ad-
ministration consistently collect information that would enable
them to track the specific type of assistance programs provide and
the entrepreneurs they serve and use this information to help ad-
minister their programs. Without such information, the agencies
may not be able to administer the programs in a way that will re-
sult in the most efficient and effective federal support to entre-
preneurs.

4. Please provide a list with date and type of all agencies
responses to the August 2012 report including 60-day letters,
formal, and technical comments.

Technical Comments Received on Draft Report

HUD (August 1, 2012)

SBA (August 3, 2012)

Formal Comment Letters Received on Draft Report
Commerce (dated August 6, 2012)

HUD (dated August 10, 2012)

USDA (dated August 1, 2012)

3GAO, Results-Oriented Government: Practices That Can Help Enhance and Sustain Collabo-
ration among Federal Agencies, GAO-06-15 (Washington, D.C.: Oct. 21, 2005).
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60-day Letters Received on Final Report
Commerce (dated October 22, 2012)
HUD (dated December 5, 2012)

SBA (dated February 13, 2013)

USDA (dated November 12, 2012)
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House Committee on Small Business Hearing:
“Entrepreneurial Assistance: Examining Inefficiencies and
Duplication Across Federal Programs”

March 20, 2013

Questions for Mr. Michael Chodos, Small Business Administration (SBA):

1. Please list individually each pilot program that SBA is currently operating and the cost
associated with each of the unauthorized programs. Specifically, please include Emerging
Leaders, Business USA Website, Regional Clusters, and the National Vet Training program.

SBA Response
As an initial matter, SBA believes that all of its programs and services are established

in accordance with the authorities provided to the Agency by Congress. Set forth
below is information responsive to the question.

Program, Initiative or activity FY13 Amount
Emerging Leaders $1,100,927
BusinessUSA.gov $1,000,000
National VET Training Program (Boots to Not funded under
Business) Continuing Resolution
Regional Innovation Clusters $3,350,000

2. For the programs listed in question 1 (Emerging Leaders, Business USA Website, Regional
Clusters, and the National Vet Training, and any others SBA may note), please provide the
Commitiee with copies of all metrics used to evaluate the programs and any evaluations of
the programs.

SBA Response

Emerging Leaders

Since its inception five years ago, the Agency has received extensive ongoing metrics
for participants in Emerging Leaders. Metrics are collected and reported to SBA by
Interise, the non-profit entity which facilitates curriculum and delivery of Emerging
Leaders pursuant to a contract with SBA. Metrics include demographic information
on participant business owners, size, revenue and Full-Time Equivalent (FTE) count
for the businesses before the program, and information regarding change in revenue,
financing and FTEs as a result of the program. A representative sample of the 2011
data is set forth below. The data includes demographic information about the 2011
cohort as well as survey responses received from 2008-2011 cohort attendees, all of
whom are sent surveys each year. This is the most current available complete annual
data. The budget for 2012 was approximately $1,101,000.
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Emerging Leaders Performance Metrics 2011
Class enrollment 437
Graduates 344
Retention rate 79%
Number of participating locations 27
SBA Budget $1,389,000
Percentage Female 45%
Percentage Minority 68%
Percentage Located in Lower Income Census 36%
Tracts
Average number of employees (FTEs) 14
before €200, per business
Average revenue before €200, per business $1,820,691
Assessment Respondents 549
% of businesses reporting an incredse in 67%
revenue )
Number of businesses increasing revenue 295 _
Average value of revenue increase $608,188
. Total value of new financing secured $26,381,044
Number of businesses securing new 79
financing
- Avérage value of new financing secured $333,937
% of companies that hired new employees 75%
“Number of FTEs created 908
Average starting salary of new employees
Total value of government contracts $330,847,264.
% of businesses that secured government 48%
contracts
Number of businesses securing government 249
contracts
Average value of government contracts $1,328.704
secured

Regional Innovation Clusters

Through a third-party economic evaluation expert, the Agency has conducted
extensive studies of the initial two years of activity within its ten contract-based
Regional Innovation Clusters. A full copy of the first and second year’s Data studies
are available in either paper or PDF format.
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BusinessUSA
BusinessUSA is in an ongoing development process. It maintains a host of
information about website development, content mapping, agency participation and
work flow, It also tracks a host of web-based data on user traffic, social media
activity, web referral sources, etc. Any component of such information is available
upon request.

National VET Training Program (Boots to Business)
The Boots to Business program is currently in its developmental, foundation-laying
stage in anticipation of a full national roli-out in FY 14, contingent upon enactment in
the FY 14 budget. During this phase, the Agency is tracking the following activity:

e Number of initial, early-stage two-day in-person and eight-week online
courses held
Bases where held
Courses by service branch
Attendees by service branch
Gender/ethnicity and rank of attendees
The data is collected by way of post class surveys, participant sign-in forms, and
direct input from SBA’s Resource Partner network. Both the surveys and sign-in
forms were specifically created for the program to ensure proper calculations.

SBA is working jointly with the Departments of Defense and Veterans Affairs in an
effort to develop and synchronize data collection across all components of the TAP
program. That process should be completed by year-end FY 13.

SBA'’s written testimony discussed a pilot program which matches SBA information and
census data.  Please provide the cost of operating this program and resources, such as
employees and time, which this program will utilize. Further, please provide the timeline for
results and delineate what results and achievements SBA expects from this pilot program.

SBA Response
SBA is currently in discussions with OMB, Council of Economic Advisers (CEA),

and other agency stakcholders about creating and launching a pilot initiative to
perform more wide-ranging analysis of program data, including identifying ways to
compare that data to public databases. SBA has engaged in preliminary discussions
with the Association of Small Business Development Centers (ASBDC) about the
pilot. These discussions are in the very initial stages and are subject to identifying
and addressing data and privacy matters and receipt of requested budget authority to
fund implementation of the pilot, data collection, and analysis.

For each of the following programs — Small Business Development Centers, Women's
Business Centers, and SCORE, please provide the Commitiee with the number of jobs
created and number of businesses assisted for the past 5 fiscal years. Additionally, please
explain the SBA’s method for calculating these metrics.
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SBA Response
SBA developed and currently maintains a data collection mechanism, the

Entreprencurial Development's Management Information System (EDMIS). The
system is used primary to collect client demographic information, activity data, and
outcome statistics for counseling clients across Small Business Development Centers
(SBDCs), Women’s Business Centers (WBCs), and SCORE. EDMIS also collects
more basic, non-client-specific demographic and training activity data for SBA’s
Resource Partner network (i.e., SBDC, WBC, and SCORE).

As requested, the following data was generated to address the activity within the
Resource Partner network over the past five fiscal years:
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3. During the hearing, the Government Accountability Office (GAO) specifically mentioned that

the Historically Underutilized Business Zones (HUBZone) program was failing to meet iis
objectives, please explain SBA’s plans to strengthen this program’s effectiveness and what
SBA has done since GAQ's 2008 report on HUBZones.

SBA Response

Since June 2008, the HUBZone Program has focused on monitoring and reviewing its
portfolio, as well as enhancing the certification process. HUBZone is currently establishing
a targeted outreach approach, identifying specific geographical areas and industries that have
the potential to benefit from participating in the program.

6. Further, SBA s written testimony references collaboration between United States Department
of Agriculture (USDA) and SBA on rural HUBZones, please explain how SBA plans to
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generate positive and effective collaboration when utilizing a program identified by GAO as
ineffective.

SBA Response
Since the release of the 2008 GAO report, SBA has worked diligently to improve the

oversight and effectiveness of the HUBZone program. In many ways, these improvements
will depend on effective collaboration with our sister agencies, including USDA.

When awarding funding or grants through SBA programs listed in GAO's August 2012
Report entitled “Entrepreneurial Assistance: Opportunities Exist to Improve Programs’
Collaboration, Data-Tracking, and Performance Management,” does the SBA consider
geographic distance between programs?

SBA Response
SBA’s 63 grants to Lead Small Business Development Centers are made on a

geographic basis with most states having a single Lead Center that operates
throughout the state. Those states that have more than one Lead SBDC divide the
state into distinct Lead Center regions.

In the WBC program, the approximately 106 centers are spread across the country,
currently with at least one center in each state. WBCs are generally located at least
30 miles from each other.

In the SCORE program, the Agency makes a single grant to National SCORE, which
in turn manages hundreds of chapters and counseling locations across the country to
provide staffing and access to SCORE assistance at SBA District Offices, libraries,
Chambers of Commerce and other locations where businesses can most readily access
counseling and training. SBA’s Resource Partner network is thus very broadly
distributed across the country.

As GAO found that SBA did not track program information on entreprenewrial assistance
activities for various programs, please explain how SBA is ensuring compliance with
government standards for internal controls.

SBA Response
SBA is not aware that GAO found that SBA does not track program information for

its entrepreneurial development programs. Rather, at the hearing, GAO noted that
SBA’s Office of Entrepreneurial Development (OED) engages in active and effective
tracking of its program activities and outcomes.

OED requires its Resource Partners to track and report detailed demographic
information about our small business clients; information about what services are
provided to those clients; and information about what outcomes those clients report
(e.g.. business starts, job creation, etc.) as a result of those services.
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In addition to the data provided in response to Question 4, OED and our Resource
Partners engage in annual evaluation through surveying of the client pool receiving
our services to determine attitudinal changes, management changes, and the overall
effectiveness of the programs.

In addition to its tracking of program performance and outcomes, SBA’s OED also
engages in regular financial and programmatic oversight to ensure compliance by its
Resource Partners with grant/cooperative agreement obligations and financial record-
keeping and reporting requirements. OED, as well as other SBA offices, complies
with the Agency’s annual internal control review and certification process.

" Both SBA’s and USDA’s written testimony references an interagency group which was
created to develop an action plan for improved collaboration as well as a strategy for data
collection. Please provide the Committee with a list of all meetings held thus far including
the number of agency representatives and locations. Further, please provide any action or
strategic plans developed by this interagency group. If none have been made at this time,
please provide a timeline for when these are expected.

SBA Response
SBA is-participating in a series of interagency meetings in collaboration with the

Performance Improvement Council (PIC) to discuss data collection, program
evaluation, and performance measures to create consistent and relevant standards
across the agencies that support entreprencurship.

SBA:and the Departiment of Commerce also jointly sponsor a “Smarter Data, Smarter
Policy” initiative, the goal of which is to develop a consistent data set that is widely
accessible to government statistical and business agencies.

SBA. is working with OMB, the Council of Economic Advisers, Commerce and
USDA on an interagency pilot to pursue a cross-program study of business technical
assistance programs. One goal of the pilot is to determine whether SBA program data
can be matched with Census data to accomplish the broader objective of measuring
the impact these programs are experiencing related to their stated mission.

The “Evaluation of Business Technical Assistance Programs™ working group has
increased the collaboration of agencies that operate business related technical
assistance programs. The primary goal of the group is to assess the effectiveness of
technical assistance programs for small businesses and to facilitate the sharing of best
practices in this area across the working group agencies.

The number of attendees has varied at each meeting, ranging from between 10 and 25
attendees per meeting. Attendees include representatives from OMB, the Council of
Economic Advisers, USDA, and the Department of Commerce. Meeting dates and
locations are shown in the table below:
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Meeting Date Location

11/20/12 New Executive Office Building

12/18/12 White House Conference
Center

1/15/13 New Executive Office Building

1/30/13 White House Conference
Center

2/8/13 (Sub-group on White House Conference

SBA) Center

2/19/13 Conference Call

4/2/13 White House Conference
Center

The Evaluation of Business Technical Assistance Programs working group is in the
process of determining what information is currently available on involved agencies’
business technical assistance programs, as well as what information could be obtained
that could then be used to measure the ifapact-and assess the effectiveness of the
programs. Involved agencies are currently taking steps to assess the feasibility of
doing a pilot evaluation. Once the pilot is complete, the group will assess the results
and determine whether an evaluation model can be established for use across the
federal government.

Many of SBA'’s programs are delivered in parinership with others. What data does SBA

collect from jts partners to ensure effectiveness of these programs? Further, how does SBA

work with its resource partners to establish performance goals?

SBA Response
SBA’s data collection from its Resource Partners is accomplished (1) through data

collected through the 641 and 888 forms and then reported into EDMIS; and (2)
through surveying and other follow-up conducted by SBA and also by the Resource
Partners directly. With respect to other SBA entrepreneurial development initiatives
and programs, see also the response to Question 2, above.

Starting in FY 12, OED undertook a comprehensive modernization project for EDMIS
to enhance current data fields, synchronize data outputs with our Resource Partner
network, improve budget and performance integration capabilities, and expand
reporting capabilities. OED is further seeking to collect more robust data on
counseling and training in order to capture a more accurate and complete picture of
the services and benefits that our Resource Partners provide. By year-end FY13, we
expect to have our modernization of the EDMIS system substantially completed.

Additionally, we are also working with all Resource Partners to identify and align all
our respective surveying and program evaluation study methodologies to harmonize
the data collected through these efforts and have a coordinated set of data sources
between EDMIS and these survey efforts. As part of this process, the Agency has
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identified strengths and gaps in the EDMIS data collection system, as well as
strengths and opportunities for further integration of EDMIS data collection with
survey data collection, especially around “outcomes™ measurement across the SBDC,
SCORE and WBC networks.

With respect to performance goals, each year SBA’s Office of Entreprencurial
Development works with each of its Resource Partners to negotiate and set
performance goals for the upcoming year. Such discussions are interactive and are
based upon prior years’ performance, available budget, economic conditions, and any
other specific issues or challenges that might be pertinent to activity in the coming
year. As a result of these discussions, specific goals are set for the coming year and
then tracked over the course of the year.

For the Memorandum of Understanding (MOU) between SBA and USDA regarding rural

development, set to expire in April 2013, please answer:
a. Whether the current MOU is being extended, altered, or voided?

SBA Response

USDA and SBA are currently drafting proposed amendments to the Memorandum of
Understanding (MOU). . These amendments will extend the MOU nationwide,
strengthen collaboration within the Agency’s intermediaries and networks of resource
partners, and broaden participation in the MOU by adding the USDA Farm Service
Agency as a partner.

i. If'it is being altered please provide the Committee with a copy of the new
MOU as soon as it is available.

SBA Response
The Agency will provide the Committee with a copy of the MOU as requested

once it is available.

Whether the MOU, which was originally. only in 10 states, was. ever rolled-out
nationally? If not, will a future MOU between USDA and SBA be nationwide?

SBA Response
Yes, the MOU was rolled out nationally. On April 11, 2011, USDA’s Rural Business

Cooperative Service (RBS) sent a letter to Rural Development State Directors to
encourage all states to implement the MOU. The letter specifically stated that
“...RBS is grateful to the 17 states that initially implemented the MOU; the MOU
applies to all USDA National and State Offices.”

Furthermore, RBS used the 2011 collaboration surveys to assess whether the MOU

was being implemented in all states and further encourage national implementation.
The survey results showed that the MOU was being implemented nationally. The
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respondents demonstrated that they collaborate with SBA in a variety of ways,
usually by providing referrals and conducting joint training and outreach.

As noted in the response to the previous question, USDA is currently drafting
proposed amendments to the MOU that extends the partnership nationwide.

The MOU states SBA and USDA will meet “every 3 months to measure progress
under this MOU.” Please provide the Committee with a list of all the locations and
dates of all meetings between USDA and SBA as requived by this portion of the MOU.

SBA Response
SBA and USDA have met on numerous oceasions to implement and discuss our

collaboration under this MOU. - ~Meetings specific to “measuring progress”
inctude, but are not necessarily fimited; to those shown in the following table:

Location Date
USDA National Headquarters, August 29, 2010
Washington DC ‘
USDA National Headquarters, September 9, 2010
Washington DC
USDA National Headquarters, April 25,2012
Washington DC . :
Small Business Administration,. January 23, 2013
Headquarters, Washington, DC
Small Business Administration, March 12,2013
Headquarters Washington, DC

In addition to the meetings shown above, the MOU has fostered additional’
opportunities for USDA and SBA to collaborate. For example, the two agencies
co-hosted six investment roundtables. These roundtables enabled both agéncies
to reach out in a collaborative effort to their respective stakeholders to identify
new opportunities for leveraging each other’s programs.” In addition, USDA’s
State Offices frequently collaborate with SBA’s Regional Offices to conduct
outreach and meet regularly to discuss new opportunities for collaboration.

d.  Under the MOU set to expire in April 2013, please explain the factors used fo

measure progress and any best practices ascertained under this MOU.

SBA Response

USDA conducted two surveys in 2011 and determined that there was significant
collaboration between USDA and SBA. The survey questions asked respondents
about their collaborative efforts with SBA and the factors measured mirrored the.
expectations outlined in the MOU. For example, the survey asked respondents about
how many projects and trainings they conducted jointly with SBA.
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The survey results showed that all respondents collaborated with SBA. In fact, in
June 2012, GAO agreed that the survey results demonstrated significant collaboration
between USDA and SBA and closed its inquiry on the subject, stating that USDA
fully implemented its recommendation to increase collaboration with SBA.

Best practices identified as a result of the survey include:

* Participating in networks of Federal, state, and local economic
development organizations that host monthly conference calls to discuss
key issues and areas for collaboration;

s (Co-hosting regular, joint outreach and training meetings; and

+ Co-hosting statewide conferences.

Page 10 of 10



177

Committee on Small Business

Hearing: “Entrepreneurial Assistance: Examining Ineffi-
ciencies and Duplication across Federal Program”

March 20, 2013

Questions for Mr. Doug O’Brien, United States Depart-
ment of Agriculture (USDA):

1. Please provide a list of all programs and operations, specifi-
cally those mentioned in responding to Rep. Luetkemeyer during
the March 20, 2013 hearing, related to a Blueprint for Stronger
Service, which delineates programs and savings occurred through
streamlining and cuts.

RESPONSE: USDA Rural Development made contributions to
the $700 million saved under the Secretary’s Blueprint for Stronger
Service by consolidating and reorganizing its field office structure,
providing projected savings of $758,000 annually. These efforts are
continuing and are expected to result in additional savings over the
next few years. Rural Development achieved additional savings of
$1.3 million with reductions in printing, supplies and promotional
items. Furthermore, the Agency anticipates savings from data center
consolidation at our National Information Technology Center and
changes to the Working Capital Fund and Greenbook charges.
Those savings are cumulative and have not been broken down by in-
dividual agencies.

Blueprint for Stronger Service (Departmental Chart)

Savings/Efficiency Breakdown Initiative Savings/Efficiency Realized
Office Closures $37 million
Real Property $259.2 million
Disposals/Terminated Projects (not including Office Clo-
sures)

Sustainability - Energy Savings $6.5 million
Improved Space Management $13.2 million
Strategic Sourcing $62 million
IT Service and Hosting Efficiencies $20 million
Streamlined IT Purchases $31 million
Travel Efficiencies $129 million
Reduced publications/printing $8 million
Improved oversight - Advisory Contracts $56 million
Centralized Supply Purchases $27 million
Promotional Item Reductions $300,000
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Savings/Efficiency Breakdown Initiative Savings/Efficiency Realized
Agency-specific initiatives (e.g., process improvements and or-
ganizational changes) $55 million
Total $704.2 million

In addition to the Blueprint for Stronger Service, since the begin-
ning of fiscal year 2012, USDA Rural Development has reduced
nearly 18 percent of its workforce or 1,053 people. Those reductions
will save the Agency an estimated $95,359,680 per year in staff
costs in future years.

2. Please provide examples within the Rural Development branch
of the USDA, other than salaries and expenses, where the Agency
has instituted cuts to programs to generate savings.

RESPONSE: Rural Development (RD) programs are financial
assistance programs; that is, they provide grants, loans, and/or
loan guarantees. Thus, cuts in budget authority, such as those expe-
rienced by the sequester, decreases the amount of financial assist-
ance to rural constituents.

Nevertheless, RD continues to improve the efficiency in the overall
delivery of our programs, which results in savings. For example:

o Regional Field Structure. Rural Business Service (RBS) im-
proved program efficiency by developing a regional field structure
across ten regions. This regional structure allows the National Of-
fice to (1) provide direction and oversight for all RBS programs na-
tionally, with reliance on two Regional Coordinators and ten RBS
Team Leaders who provide guidance to the State RBS Program Di-
rectors in their regions and (2) reduce the amount of travel and
training expenses by reducing the number of staff that attend train-
ing. Typically, Regional Coordinators work with National Office
staff to train Team Leaders who then provide guidance and direc-
tion to the Program Directors in their region. This approach also
improves communication across the agency, resulting in greater con-
sistency in program delivery.

o Intermediary on-line reporting system. Implemented in 2011,
RBS now requires all Intermediary Relending Program (IRP) and
Rural Microentrepreneur Assistance Program (RMAP) intermediary
lenders, and strongly encourages Rural Economic Development
Grant and Rural Business Enterprise Grant revolving loan fund
intermediaries, to provide their quarterly and semiannual reports
through an on-line system, Lender Interface Network Connection
(LINC). Previously, 450 IRP and nearly 100 RMAP lenders used
spreadsheets and other software to develop their quarterly and semi-
annual reports, submitted the reports to the Agency in paper copy,
and the Agency staff inputted the appropriate data into the Agency’s
data system. With the new system lenders access the Agency data
base through LINC and input their data directly into the Agency’s
data system. In addition to benefiting efficiency, the LINC system
also improves on the completeness and integrity of the lenders data.




179

o Centralizing Guaranteed Housing Process. The Rural Housing
Service (RHS) directed each State Office to centralize the loan guar-
antee process for the Single Family Housing Guaranteed program.
The purpose of the initiative is to maximize efficiencies that enable
a reduction in staff time while still meeting audit requirements and
providing states flexibility. Each state was instructed to centralize
the guarantee process into one entry point, and then electronically
distribute workflow to the appropriate workstation where the des-
ignated employee was located. The purpose was not to reassign em-
ployees to a central office location, but to deploy technology for a
process improvement as a remedy for staff reductions. The result of
the centralization initiative has been a great success. All states have
centralized their guarantee workflow process or are in the process
of implementing it. Some states have implemented this process im-
provement to other Rural Development programs.

e Rural Alaska Village Grant Program. The Rural Utilities Serv-
ice has also undertaken streamlining initiatives to improve perform-
ance and accountability measures. In FY 2010, we launched a proc-
ess improvement project to address issues related to the Rural Alas-
ka Village Grant Program. A Steering Committee composed of sen-
tor officials from both the national and state offices of USDA Rural
Development, Alaska Department of Environmental Conservation,
Alaska Native Tribal Health Consortium, Indian Health Service,
Environmental Protection Agency and the Denali Commission was
formed and convened in Anchorage. In June of 2011, the partners,
signed an MOU outlining a streamlined application process, new
grant agreements, improved accountability measures and other crit-
ical documents. Today, we are seeing the results of those efforts with
projects being built serving Alaskan villages, many for the first
time. Based on these successes, we are in the process of codifying the
streamlining of this program through a regulation that we plan to
announce later this year.

3. As the Government Accountability Office (GAO) August 2012
report entitled, “Entrepreneurial Assistance: Opportunities Exist to
Improve Programs’ Collaboration, Data-Tracking, and Performance
Management,” found that USDA did not track program information
on entrepreneurial assistance activities for various programs,
please explain how USDA is ensuring compliance with government
standards for internal controls.

RESPONSE: USDA is continually seeking ways to better achieve
agency missions and program results while working to address and
implement program changes and improve operational processes.

The GAO report indicated that for all its programs, USDA col-
lects detailed information on the industry of each of the entre-
preneurs it supports as well as on how entrepreneurs use program
proceeds. USDA seeks to build on this foundation and continuously
improve the ability to track and measure performance information.
For example, Rural Business-Cooperative Service (RBS) has re-
viewed and updated its policies regarding collecting data relating to
program performance measures. Objectives include building consist-
ency with policies and procedures of other Federal agencies admin-
istering similar programs (e.g., SBA and EDA), building consistency
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across all RBS programs, and improving the integrity of data. The
draft of updated policies was completed in October 2012. RBS pro-
vided training to National Office and field office staff through a se-
ries of webinars and published the updated policies and procedures
in an Unnumbered Letter dated January 18, 2013. The text of the
Unézumbered Letter is located on the USDA Rural Development
website.

RBS will continue to conduct training to improve data collection
and maintenance of data related to program performance measures
and to improve data quality. We now conduct bi-annual surveys to
assess the level of collaboration between SBA and USDA Rural De-
velopment and to identify best practices for increased collaboration.
These actions, in conjunction with Customer Service Scores, are
;Lelping us to continually evaluate program effectiveness and satis-
action.

Currently, RBS gathers data on all its programs and projects,
which is analyzed to assess program effectiveness. RBS conducts
regular evaluations of programs on both national and state levels.
These reviews rely on data maintained in an electronic database as
well as project files. Management Control Reviews (MCRs) are a
process that Rural Development uses to assess program effective-
ness. The MCR process examines a particular program and how it
is administered across the country. The Business and Cooperative
Program Assessment Review is an RBS process that examines how
individual states administer all of Business and Cooperative Pro-
grams. Both tools identify recommendations to enhance the effective-
ness of RBS programs.

USDA continuously evaluates opportunities to keep up with ad-
vances in information technology and implement changes when pos-
sible to address management and performance challenges in areas
at the greatest risk of waste, fraud, abuse, and mismanagement.

4. Both the Small Business Administration’s (SBA’s) and USDA’s
written testimony references an interagency group which was cre-
ated to develop an action plan for improved collaboration as well
as a strategy for data collection. Please provide the Committee with
a list of all meetings held thus far including the number of agency
representatives and locations. Further please provide any action or
strategic plans developed by this interagency group. If none have
been made at this time, please provide a timeline for when these
are expected.

RESPONSE: The Evaluation of Business Technical Assistance
Programs working group has increased the collaboration of agencies
that operate business related technical assistance programs. The
primary goal of the group is to assess the effectiveness of technical
assistance programs for small businesses and to facilitate the shar-
ing of best practices in this area across the working group agencies.

The numbers of attendees have varied at each meeting, ranging
from between 10 and 25 attendees per meeting. Attendees include
representatives from the Office of Management and Budget, the
Council of Economic Advisers, and the Department of Agriculture,
the Department of Commerce, and the Small Business Administra-
tion. The meeting dates and locations are shown in the table below:
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Meeting Date Location

11/20/12 New Executive Office
Building

12/18/12 White House
Conference Center

1/15/13 New Executive Office
Building

1/30/13 White House
Conference Center

2/8/13 (Sub-group on SBA) White House
Conference Center

2/19/13 Conference Call
4/2/13 White House

Conference Center

The Evaluation of Business Technical Assistance Programs work-
ing group is in the process of determining what information is cur-
rently available on involved agencies’ business technical assistance
programs, as well as what information could be obtained that could
then be used to measure the impact and assess the effectiveness of
the programs. Involved agencies are currently taking steps to assess
the feasibility of doing a pilot evaluation. Once the pilot is complete,
the group will assess the results and determine whether an evalua-
tion model can be established for use across the Federal Govern-
ment. Because of the early stages of these efforts, a more exact time-
frame for this work is not available.

5. USDA’s written testimony indicated that USDA’s Rural Busi-
ness-Cooperative Service is developing a strategic plan that in-
cludes an initiative to improve the quality of its performance with-
in the next two years. Please delineate the milestones within this
plan and explain the benefits and goals of this strategic plan.

RESPONSE: In 2012, Rural Business-Cooperative Service (RBS)
began an agency-wide effort to develop a strategic plan aimed at en-
hancing effectiveness and efficiency. The plan included a focus spe-
cifically on program performance and evaluation. The goals were to:

1. Maintain and promote justifiable performance measures
with a continued emphasis on job creation;

2. Maximize capabilities of current data collection system and
process to better position the agency to conduct broader pro-
gram analysis; and

3. Evaluate potential for additional performance measures,
which more thoroughly reflect outcomes of specific programs.

The benefits to be obtained through the implementation of a stra-
tegic plan are primarily the ability of RBS to deliver its programs
more effectively and efficiently to adjust to changes in its budget
and staffing levels, and to help RBS plan a more orderly succession
of leadership as personnel changes take place.
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The strategic plan referenced in the written testimony is in draft
form pending final budget numbers as the Agency continues to seek
opportunities to improve program performance. With this caveat in
mind, the current draft identifies initiatives in six primary areas:

Budget and staffing
Outreach
Performance Measurement
Program Review Process
Leadership Development and Succession Planning
IT Needs and Technology

As RBS was drafting the strategic plan in FY2012, we began to
identifying general timeframes for implementing each of the six ini-
tiatives. These timeframes ranged from about 9 months (outreach)
to about 30 months (IT Needs and Technology). The ability to meet

and complete any of these initiatives will depend, in part, on the
availability of funds.

6. In terms of roundtables held with SBA as a form of collabora-
tion, please provide the Committee with a list of each roundtable
held, its location, number of attendants (please separate for num-

ber of USDA officials, number of SBA officials, and number of
small firms/entrepreneurs), and a summary of responses.

RESPONSE: There were six roundtable held. Their dates, loca-
tion, and breakdown of participants are shown in the following
table:

USDA SBA Other

Date Location Venue Total officials officials Participants

9/27/2011 Raleigh, NC | North 32 3 3 26
Carolina
State
Univer-
sity Park
Alumni
Center.

10/26/ Saint Paul, MN | Agri Bank 19 3 2 14
2011. Con-

ference

Room.

12/15/ Syracuse, NY | Dairylea 40 3 2 35
2011. Coopera-

tive

Building.

4/12/2012 Columbus, OH | Columbus 27 2 2 23
Dispatch
Kitch
Event
Room.
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USDA SBA Other

Date Location Venue Total officials officials Participants

2/14/2012 Fresno, CA | Fresno 27 3 2 22
Council
of Gov-
ernment
Con-
ference
Room.

6/20/2012 Denver, CO | Rural De- 16 3 2 11
velop-
ment
State Of-
fice.

Summary of Discussions—Challenges and Opportunities: Note:

The following represent the views of the community participants,
not the USDA or SBA.

o Need to take advantage of existing programs and funding be-
cause it appears unlikely that new programs will be developed any
time soon. At the same time, there is concern that we may be driving
up demand for programs when we are experiencing a decrease in
program funding. This has the potential to create ill will among
current [ future participants.

e The SBIC platform could spur investment in low and moderate
income areas of the country, especially rural areas. Research shows
that funds that proactively invest in low and moderate income areas
slightly outperform their peers. There are opportunities in these
areas, and SBA wants to develop partnerships to take advantage of
those opportunities.

o The possibly of creating a rural SBIC was brought up. SBICs
are asking how sustainable the agricultural economy is. While an
SBIC with strictly a rural focus could be a challenge, a fund with
rural incentives and rural targets would be a real possibility. USDA
and SBA need to do a better job of education and connecting rural
lenders with SBICs.

O SBICs need to be educated about how they can best work
with rural lenders.

O The main challenge for having SBICs invest in rural is
connecting dots, mitigating risks, and educating rural lenders
about how SBICs could help.

O A similar challenge is the uncertainty and a lack of knowl-
edge from rural lenders about how SBICs could help. An orga-
nization such as Agribank or Agstar would be a good resource
to educate SBICs about rural investment opportunities, or offer
general insight on the agriculture and rural economy. This
would all be part of the education process.

e SBICs are looking to invest in proven companies with about $2—
4 million in operating funds. Anything under $2 million typically
goes to angel investors. SBICs are able to partner among each other
for larger projects. Government programs that are available to lever-
age these investments should be promoted more than they are.
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o Angel investor attendees also stressed the importance of concen-
trating some resources and investment on companies with $2 mil-
lion or less in operating funds. How can angel networks access
funding in a timely manner for vetted businesses? Access to capital
for business with under $2 million in operating funds is concerning.
These businesses need access to capital now and sometimes waiting
for the government review process takes too long. A system where
vetted businesses could qualify for immediate funding, which would
be paired with angel investment, would be beneficial.

e One challenge is finding a way to bring all of these different re-
sources together and make them available to businesses and entre-
preneurs in and easy-to-understand method.

o USDA and SBA need to focus not just on jobs, but also on
smaller self-employers and entrepreneurs that are not looking to
constantly grow into something bigger. Most entrepreneurs just
want to make enough to take care of their family. Partnering with
“big businesses” is very important, but USDA and SBA cannot for-
get about smaller firms.

o One challenge frequently mentioned was the need for greater
technical assistance to build capacity for small and micro busi-
nesses.

o The current workforce does not align with education, especially
technical education. Rural businesses, especially manufacturers,
cannot find employees with the skills required due to a shortage of
people with the necessary technical degrees.

e One of the ways that USDA and SBA will be able to continue
sustained contributions to rural communities and residents will be
through meetings like these.

O Rural investor roundtables like these should occur through-
out the year.

O Rural investor roundtables should include other colleagues
and partners from various regions throughout the state.

O Investor roundtables should also include a greater number
of banks and lenders

e More foundations should be participating with USDA to:

O Conduct infrastructure and transfer of wealth studies/dis-
cussions with community leaders;

O Identify philanthropic partnership opportunities

O Further discuss ways to stop transfer of wealth /talent
(brain drain) out of rural communities; and

O Address challenges involved with access to capital in rural
areas, such as upstate New York.

o USDA and SBA should explore buying down risk through bank
guarantees and investigate whether or not endowment dollars (from
universities for example) could be used to make strategic invest-
ments (similar to loan guarantees) in rural communities. It was
also pointed out that State pension funds are an “untapped re-
source” for investment in small businesses.

o More lenders should move beyond reluctance to participate with
USDA and loan guarantee programs. The process is easier than
some would think.
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o There is interest from funders making local investments with
endowments and they could be investment partners with some of the
participants at the roundtable.

o USDA and SBA should continue to reach out to existing stake-
holders and to new lenders through periodic newsletters and emails
detailing new programs, funding opportunities, and other round-
table functions. Share program funding opportunities and experi-
ence with government partners on past projects.

7. USDA’s written testimony stated that bi-annual surveys are
conducted to assess collaboration between USDA and SBA. Please
provide the Committee with copies of the two most recent surveys,
number of respondents, and a summarized list of the results to the
survey questions.

RESPONSE: In 2011, RBS conducted two surveys of state offices
to assess the level of collaboration between USDA and SBA and
identify best practices for increasing collaboration. The surveys con-
ducted in April and October of 2011, had 40 and 41 respondents re-
spectively. Each survey asked the same 17 questions, which mir-
rored the expectations outlined in the MOU. Results from both sur-
veys were similar.

General conclusions from the survey:

1. Areas of strong collaboration include referrals, outreach,
and interagency communication. For example, in both surveys
all respondents said that they do encourage their resource part-
ners to make referrals to SBA and its resource partners.

2. Areas where collaboration could be improved include link-
ing to websites and special projects. USDA is part of the inter-
agency team that  helped to develop content for
BusinessUSA.gov, the website that will serve as a one-stop shop
for entrepreneurs by linking all applicable federal assistance
and resources. Additionally, since the survey was conducted,
RBS and SBA co-hosted several roundtables across the country,
as described in the response to the previous question.

Below are the questions and responses from the two surveys.

RBS - SBA Collaboration Survey: Summary of Results

Highlights:

e 17 questions

o 40 states responded in April and 41 in October
@ Areas of strong collaboration include referrals, outreach, and
interagency communication

o Areas with weaker collaboration include linking to SBA website
and identifying one special joint project.

o Most commonly cited barriers to collaboration paperwork and
that most lenders do not want to deal with two government agen-
cies.




Oct-11 Apr-11
Did Not ; Did Not
Yes 1 No ‘ Respond Yes ‘ No Respond

I Marketing and Outreach

1) Do you coordinate outreach with SBA? 37 10 0 32 8 0
2} Do you advise borrowers/grantees about SBA's programs? 40 / 0 40 0 [
3} Does your website link 1o their website(s)? 8 33 0 7 33 0
4) How many borrowers have you referred to SBA/their 1251 1135

resource partners within the last year?

5) Do you encourage your resource pariners to make 41 0 0 44 i 4
referrals to SBA their resource partners?

6) Do you exchange training schedules with SBA their 19 22 0 20 20 0
resource partners?

11, Cross Training

7} How many jaint training events have you conducted with 153 192

SBA their resource partners?

111. Joint Projects

8) How many projects have you funded jointly with SBA/their 17 16

resource partners?

9) What is your leverage ratio associated with these joint 229 0-92

projects?

10} How many jobs were saved or created because of the created: 406, saved: 789 created: 1257, saved: 1114
joint projects?

Y

11) Have you discussed ways to increase financial assistance 3 4 / 30 8 <
to clients involved in the local food supply chain?

Outreach events with applicants, lenders, and SBA; Farmers Markets

V. Program Harmonization

12) Have you explored ways to make RD and SBA s financial 37 3 1 32 7 !
programs more li )

13) Have you and SBA andior their resource partners 37 3 1 33 6 !
explored opportunities to leverage your respective strengths?

13. b) Examples include: joint meetings, regulations, forms, and Joint lender education. To see all

responses go to tab titled "Qs 8 - 18”

14) Describe barriers to USDA/SBA collaboration, if applicable.

Mest common barriers to collaboration cited were paperwork and that most lenders do not want to deal with two government
agencies. To see all resp go to tab titled "Qs 8 - 18"

VI. Management and Review

13) State Director met with their SBA counterpart within the 25 15 1 20 17 3
last 6 months?

16) State Director identified at least one special joint project 1 30 0 12 25 3
17) State Director designated special SBA projects person 36 4 ! 32 5 3

8. For the Memorandum of Understanding (MOU) between SBA
and USDA regarding rural development, set to expire in April
2013, please address:

a. Whether the current MOU is being extended, altered, or
voided?

RESPONSE: USDA is currently drafting proposed amendments
to the MOU. These amendments will extend the MOU nationwide,
strengthen collaboration within the Agency’s intermediaries and net-
works of resource partners, and broaden participation in the MOU
by adding the USDA Farm Service Agency as a partner.

i. If it is being altered please provide the Committee with a
copy of the new MOU as soon as it is available.

RESPONSE: The Agency will provide the Committee with an ex-
ecuted copy of the MOU as requested once it is available.

b. Whether the MOU, which was originally only in 10 states,
was ever rolled out nationally? If not, will a future MOU be-
tween USDA and SBA are nationwide?
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RESPONSE: Yes, USDA rolled out the MOU nationally. On
April 11, 2011, RBS sent a letter to Rural Development State Direc-
tors to encourage all states to implement the MOU. The letter spe-
cifically stated that “. . . RBS is grateful to the 17 states that ini-
tially implemented the MOU; the MOU applies to all USDA Na-
tional and State Offices.”

Furthermore, RBS used the 2011 collaboration surveys to assess
whether the MOU was being implemented in all states and further
encourage national implementation. The survey results showed that
the MOU was being implemented nationally. Forty-one out of 47
State Offices responded to the survey. The respondents dem-
onstrated that they collaborate with SBA in a variety of ways, usu-
ally by providing referrals and conducting joint training and out-
reach.

As noted in the response to the previous question, USDA is cur-
rently drafting proposed amendments to the MOU that extends the
MOU nationwide.

c. The MOU states SBA and USDA will meet “every 3
months to measure progress under this MOU.” Please provide
the Committee with a list of all the locations and dates of all

meetings between USDA and SBA as required by this portion
of the MOU.

RESPONSE: SBA and USDA have met on numerous occasions
to implement and discuss our collaboration under this MOU. Meet-
ings specific to “measuring progress” include, but are not necessarily
limited to, those shown in the following table:

Location Date

USDA National Headquarters, Washington DC August 29, 2010
USDA National Headquarters, Washington DC September 9, 2010
USDA National Headquarters, Washington DC April 25, 2012

Small Business Administration, Headquarters, Washington,
DC January 23, 2013

Small Business Administration, Headquarters Washington,
DC March 12, 2013

In addition to the meetings shown above, the MOU has fostered
an additional number of collaboration opportunities between USDA
and SBA. For example, the two agencies co-hosted six investment
roundtables (as discussed previously in response to another ques-
tion). These roundtables enabled both agencies to reach out in a col-
laborative effort to their respective stakeholders to identify new op-
portunities for leveraging each other’s programs. In addition, USDA
State Offices frequently collaborate with SBA Regional Offices to
conduct outreach and meet regularly to discuss new partnership op-
portunities, including joint lending for individual projects. Each
agency’s unique lending parameters facilitate leveraging opportuni-
ties. For example, a rural business can use a B&I loan guarantee
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for the purchase of real estate and use a SBA guarantee for working
capital or equipment.

d. Under the MOU set to expire in April 2013, please explain
the factors used to measure progress and any best practices
ascertained under this MOU.

RESPONSE: USDA conducted two surveys in 2011 and deter-
mined that there was significant collaboration happening between
USDA and SBA. The survey questions asked respondents about
their collaborative efforts with SBA and the factors measured mir-
rored the expectations outlined in the MOU. For example, the survey
asked respondents about how many projects and trainings they con-
ducted jointly with SBA. For a full list of factors, see the survey
summary above.

The survey results showed that all respondents collaborated with
SBA. In fact, in June 2012, GAO agreed that the survey results
demonstrated significant collaboration between USDA and SBA
and closed its inquiry on the subject, stating that USDA fully imple-
mented its recommendation to increase collaboration with SBA.

Best practices reported through the survey include:

e Participating in networks of Federal, state, and local economic
development organizations that host monthly conference calls to dis-
cuss key issues and areas for collaboration;

o Co-hosting regular, joint outreach and training meetings; and
o Co-hosting statewide conferences.
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Memorandum of Understanding
between the
U.S. Small Business Administration
and the
U.S. Department of Agriculture

PURPOSE

The U.S. Small Business Administration (SBA) and the U.S. De-
partment of Agriculture (USDA), acting through the Rural Busi-
ness-Cooperative Service (RBS or Rural Development) (together the
“Agencies” or the “Parties”), believe that there are people and
places in rural areas and small communities with underserved fi-
nancial needs, especially current and prospective small businesses
owned by minorities, women, and veterans, that would benefit from
a joint effort by the Agencies to encourage sustainable growth and
development financed by loans guaranteed by SBA and by loan
guarantees, loans, and grants by RBS. The Agencies intend to co-
ordinate their programs to assist small businesses in underserved
rural areas. Each Agency will apply its expertise and experience
according to its legislative mandate.

The Agencies enter into this Memorandum of Understanding
(MOU) to better serve rural areas by:

1. Improving opportunities for small businesses to start and
grow,

2. Coordinating the delivery of development programs;

3. Increasing the number of small business loans guaranteed by
SBA and RBS;

4. Developing relationships with Federal, State, county, and local
agencies; private organizations; and commercial and financial insti-
tutions to facilitate and support the development of strong rural
businesses; and

5. Fostering and supporting sustainable development, livable
wage jobs, and quality of life objectives and principles.

The Agencies intend to fist begin the cooperative efforts dis-
cussed in this MOU within the 10 States listed in Attachment A.
The Agencies will meet every 3 months to measure progress under
this MOU, including results and best practices and to roll-out this
initiative nationwide.

BACKGROUND

Department of Agriculture (USDA)

RBS is one of the Agencies reporting to the Under Secretary for
Rural Development. RBS offers many programs (“Business Pro-
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grams”) to promote small business development, including direct
and guaranteed loans and grant assistance. These programs are
authorized under the Consolidated Farm and Rural Development
Act, the Food Security Act of 1985, and the Rural Electrification
Act of 1936.

RBS administers the Business Programs through a network of
State Offices and field offices. Rural Development State Directors
administer the Business Programs in the individual States. One
such program is the Business and Industry Guarantee Loan Pro-
gram (B&I) which guarantees quality loans made by lending insti-
tutions.

Small Business Administration (SBA)

SBA acts under the Small Business Act of 1953, as amended, and
the Small Business Investment Act of 1958, as amended, to aid,
counsel, assist, and protect the interests of small business. SBA
guarantees loans and provides business development assistance to
small businesses. SBA administers its programs through district of-
fices throughout the United States. SBA provides additional serv-
ices through its network of resource partners; the Small Business
Development Centers (SBDC), SCORE, U.S. Export Assistance
Centers (USEAC), Women’s Business Centers (WBC), and Veterans
Business Outreach Centers (VBOC).

SCOPE

Many rural parts of the country have suffered decades of poverty
reflected in unemployment and underemployment rates in excess of
20 percent. Shifting demand, global competition, and changing de-
mographics have escalated the conditions that cause pockets of per-
sistent poverty, loss of jobs, and declining population and invest-
ment capital in many rural areas. SBA and RBS intend to work to-
gether to stimulate small business creation and expansion in rural
areas.

SBA and Rural Development each intend to use their respective
resources to provide small businesses in rural areas with loan
guarantees and technical assistance in an effort to help build di-
verse and sustainable economies, reverse population decline, create
and sustain jobs, and improve quality of life. When possible, the
Agencies will coordinate efforts with State, county, and local agen-
cies; private organizations; financial institutions; industry associa-
tions; and local organizations, such as Chambers of Commerce and
community development organizations. SBA resource partners, uni-
versities including Historically Black Colleges and Universities,
and other education institutions may be asked to participate in
various ways as SBA and RBS work together to help rural busi-
nesses start and grow.

Through the cooperation outlined in this MOU, the Agencies will
support smart growth strategies to enhance the livability and sus-
tainability of rural communities, combat sprawl, and promote
growth that strengthens and diversifies rural economies.
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Both Agencies realize that some joint training and outreach ac-
tivities contemplated in this MOU may be subject to additional ne-
gotiation and a separate signed agreement pursuant to SBA’s co-
sponsorship authority (15 U.S.C. §633(h)).

AREAS OF COLLABORATION

RBS and SBA intend to coordinate delivery of their respective
programs to rural areas by joint activities which may include, but
are not limited to, the following:

Marketing and Outreach

1. Each Agency’s field offices intend to advise potential small
business borrowers of the other Agency’s credit programs that may
support all or a portion of the small business’ financing needs. RBS
and SBA field offices will exchange promotional and reference ma-
terials, including brochures and training schedules, and will dis-
tribute the other Agency’s information to its field network and its
potential applicants when appropriate.

2. Each Agency’s field offices intend to coordinate referrals of
small business applicants to one another when appropriate and
consistent with each Agency’s mission.

3. Each Agency intends to coordinate its outreach to local and
national financial institutions to increase awareness of the relevant
SBA and RBS programs of the Agencies and the special character-
istics of and potential for economic development in areas, subject
to availability of funds.

4. Both RBS and SBA will encourage their networks of resource
partners to refer rural businesses to the other Agency’s resources,
where appropriate. Rural Development’s network includes National
and State Rural Partnership Councils, State and sub-State Offices,
and Appropriate Technology Transfer to Rural Areas. SBA’s net-
work includes Small Business Development Centers, SCORE Chap-
ters, U.S. Export Assistance Centers, Veteran Business Outreach
Centers and Women’s Business Centers. By mutual agreement,
USDA and SBA may identify pairings of State and district offices
to explore mutual best practices available to serve clients.

5. The Agencies intend to develop working relationships with
other Federal, State, county, and local agencies; private organiza-
tions; and educational and financial institutions to facilitate and
support the development of strong rural businesses.

Use of Technology

6. The Agencies will link to each other’s Internet Home Pages.
Each Agency will ensure that the locations and addresses of the
other Agency’s field offices may be accessed from its Web site. To
the extent available and practicable, other technology links will be
explored and implemented by mutual consent.
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Agency Cross Training

7. Each Agency, to the extent practical and to the extent funds
are available, intends to develop joint field training seminars and
provide representatives to explain programs, credit analysis tech-
niques, and processing and servicing policies to the staff of the
other Agency during these training seminars.

Joint Lending Engagements

8. SBA and RBS would like to explore ways each Agency may
capitalize on the strengths of the existing SBA and RBS loan pro-
gram processes and procedures already established by each Agency,
such as delegated lending authority and lender oversight require-
ments.

Local/Regional Food Supply Network Lending

9. SBA and RBS would like to exchange information and discuss
ways to increase lending to food processors and other borrowers
who play a role in the local food supply chain.

Harmonizing Loan Program and Forms

10. In order to serve the largest number of rural businesses as
efficiently as possible, SBA and RBS will explore the possibility of
making their financial programs more complementary, such as
minimizing differences in program fees, and processing and closing
procedures, to the extent permitted by the statutes and regulations
which govern the respective programs. Any harmonization efforts
will be documented through a separate written agreement.

Program Management and Review

11. At least semiannually, each SBA District Director, Branch
Manager, or designee will meet with his/her counterpart Rural De-
velopment State Director or designee to review previous joint ac-
tivities and outline additional cooperative efforts. They should ini-
tiate, in cooperation with local organizations, at least one special
joint project each year to support the growth and development of
rural businesses in their districts.

12. SBA District Directors and Rural Development State Direc-
tors will designate a senior staff member to implement the special
projects under this MOU and coordinate service delivery.

13. At least annually, SBA’s Associate Administrator for Field
Operations, USDA’s Administrator for Business and Cooperative
Programs, and RBS’s Deputy Administrator for Business Programs
or their designees will review the previous year’s joint activities
and outline additional cooperative efforts.
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TERM, AMENDMENTS AND TERMINATION

This MOU will take effect on the date of execution and will re-
main in effect for 3 calendar years, at which time the Parties may
extend the MOU for an additional 2 years by mutual written agree-
ment. The Parties may amend this MOU at any time by mutual
written agreement. Either Party may terminate this MOU upon
giving 60 days written notice to the other Party. This agreement
is subject to available funding and applicable statutes and regula-
tions.

CONTACT PERSONS

For SBA, the Associate Administrator for Field Operations will
be the officer responsible for this MOU. For RBS, the Deputy Ad-
ministrator for Cooperative Programs will be the responsible offi-
cer.

SIGNATURES
The following individuals have authority to commit their respec-
tive Agencies to the terms of this MOU.

U.S. Small Business Administration

/ c. Al y.22.10

Wame: Karen G. Mills Date
htl» Administrator

U.S. Department of Agriculture

-

sed — 4. L. fo

Name: Thoras J.[Vilsack Date
Title: Secretagy .
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ATTACHMENT A

LIST OF STATES

Arkansas
Indiana

Towa

Kansas
Louisiana
Maine
Michigan
Minnesota
New Mexico
Nevada
North Carolina
North Dakota
Ohio

Oregon
Virginia
Vermont
Washington
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A S B D C - ASSOCIATION OF SMALL BUSINESS DEVELOPMENT
CENTERS

REPRESENTING

AMERICAS SBDC

Statement of
C. E. Rowe
President/CEO
Association of Small Business Development Centers
Hearing on GAO Report 12-819
Committee on Small Business
US House of Representatives

March 20, 2013
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Chairman Graves, Ranking Member Velazquez, Members of the
Committee, thank you for the opportunity to submit testimony on
the Government Accountability Office’s (GAO) report on Entrepre-
neurial Assistance Programs (GAO-12-819).

As you know, for over 30 years the Small Business Development
Centers has been providing front line services to entrepreneurs and
small business owners while growing and developing an infrastruc-
ture dedicated to assisting all small business owners and providing
them free one-to-one consulting and advice on how to improve, fi-
nance, market and manage their businesses. The result of our ef-
forts and the support of our host states and institutions has been
the establishment of a nationwide network of nearly 1,000 locations
with over 4,500 dedicated professional business advisors that annu-
ally assist hundreds of thousands of small businesses and entre-
preneurs of every conceivable type in every state and territory.

Today’s hearing focuses on GAQO’s report on the need to improve
program collaboration, data tracking and performance manage-
ment. At SBDCs we focus on those concepts every day and have
been for decades. Program accountability is a basic tenet of our ac-
creditation process as authorized in the Small Business Act. Each
SBDC must develop and implement a strategic plan focused on con-
tinuously improving services and skills to provide to their clients—
the small business community—with high value, up-to-date and
needed services. SBDCs provide assistance to small business of all
types, all demographics and all regions, but, those services can’t be
stagnant our unresponsive to market, national or global changes.
We are always expanding and improving our services in an effort
to support the growing needs of the small business sector and to
adapt to a changing business environment.

We have evolved a very specific evaluation criteria that rely upon
the confirmation and attribution of the entrepreneurs and small
business owners we work with every day, often for extended peri-
ods, because they are the only ones truly able to knowledgeably
comment.

Each SBDC has performance goals on job creation, sales growth,
capital infusion and business starts. All of this used to monitor the
progress and quality of services provided to small business. These
services must be timely, appropriate for the business and directly
linked to the improvement or business results, or we won’t report
the outcome.

Every SBDC undergoes a program review from SBA program
managers annually. They undergo a financial review from SBA an-
alysts every two years and an in-depth Accreditation review every
five years. These reviews are focused on program performance,
marketing and attention to meeting needs of our local small busi-
nesses and ensuring quality and consistency in SBDC services.

To support quality management, SBDCs constantly track and
monitor the work they do and the services they provide in order to
ensure the value to the small business client. Each client meeting
or electronic exchange are recorded in their database and used to
monitor progress as well as obtain timely feedback. The client’s
progress and results are measured as well, not by our staff but by
the client. For the past ten years, the ASBDC has commissioned
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an independent research project on the effectiveness and efficiency
of SBDC assistance. This is in addition to the research that every
program conducts throughout the year.

Unfortunately, all of our goals and metrics don’t appear in the
GAO report. In Appendix III, only the “capital infusion” and “busi-
ness starts” goals of the SBDC program are reported. Our “job cre-
ation” and “sales growth” goals are not. “Cost per business start”
and “Cost per job supported” are shown but, those aren’t goals.
They are measurements from outcomes and support, though they
do stem from the goals.

The value of the SBDC networks’ efforts to apply metrics and
performance management is reflected in the studies of SBDC client
success. In particular, GAO cites the SBA study by Concentrance
in Appendix V. That longitudinal survey detailed the results of
SBDC assistance and confirmed the results of the annual “Eco-
nomic Impact of SBDC Counseling Activities” in which SBDCs par-
ticipate. Those results are all based on our goals of sales growth,
job creation, capital infusion and business starts.

The ASBDC Members agree with GAO that collaboration be-
tween government programs is a good idea. We strive to work with
other programs to achieve better results for the small business
community. That is why you will see that SBDCs are twice men-
tioned in the examples provided by GAO of “illustrative Examples
of Economic Activities”. We also can provide the Committee with
examples of our collaboration with the Delta Regional Authority in
Tennessee and Missouri; the US Department of Commerce in
Maryland, New York, and Oregon; or the US Department of Agri-
culture in Texas and Iowa—just to name a few.

Despite that, SBDC lack of coordination with the USDA Rural
Business Enterprise Grant (RBEG) Program was mentioned spe-
cifically in the report. This is inconsistent with the general attitude
among SBDCs to do what is best for the client using whatever re-
sources are available. Other programs are often identified through
our Accreditation process as SBDC Stakeholders because of the ac-
tive coordination in support of the small business sector.

It is true that SBA, SBDCs and the USDA RBEG Program don’t
have shared policies and procedures. However, the lack of shared
policies and procedures in this case isn’t due to a lack of collabora-
tion.

First, SBA doesn’t manage SBDCs in a “top down” fashion. SBA
provides guidance on program requirements and services, sets
goals, and reviews performance. SBDCs and SBA work to develop
national programs like the programs for veterans but, in the main
SBDCs operate in response to local/regional small business needs
and concerns.

Second, SBDCs (particularly those serving rural states like Iowa)
are fully aware of the RBEG program. Several SBDCs receive
RBEG funding but, RBEG is a competitive grant program funding
rural economic development projects. SBDCs often apply and win
awards, but, the funding can’t be considered steady. Also, because
it is a competitive grant program it has a distinctly different pur-
pose from SBDCs.
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Regardless, the goal of ASBDC’s testimony isn’t to criticize GAO.
We think this report speaks to a serious issue and raises important
questions. Frankly, the task GAO undertook was enormous. Giving
an overview of 52 programs is a lot of work if you simply categorize
those programs. That effort is only complicated by trying to define
“economic development” in each of the targeted areas and apply
performance metrics to that definition. To understand the inter-re-
lationships that exist in 50 states, individual districts and terri-
tories as well as the local communities seems insurmountable.

Our goal is to focus on one corner—SBA and SBDCs in the con-
text of the report. We can’t speak to other programs and how they
perform, but, we know that SBDCs are regularly reviewed, regu-
larly assessed for performance, challenged by goals and focused on
leveraging the resources of other programs to enhance our impact.
We agree with GAO’s findings—data tracking, goal setting, per-
formance management and collaboration are the fundamental keys
to success of any economic development program. To that end, we
have attached a chart outlining how SBDCs apply the best prac-
tices in GAQO’s report. That’s the path the SBDC networks have
been following for years and will continue to follow.

Thank you.
SBDC adherence to the best practices suggested by GAO:

GAO Finding SBDC Standard Practices

Limited tracking of activities SBDCs use online Management Information
Systems to collect and report data on over 200
metrics. These metrics track demographic
information, outputs (elients, hours, events, etc.),
outcomes (business plans written, capital
acquired, etc.) and impact (businesses opened,
sales increased, jobs created)

All SBDCs are required to meet minimum
performance goals that are consistent across the
country for all SBDCs. Accreditation standards
require centers to determine and meet goals of
other sponsors and to address local needs. Failure
to meet federal goals results in performance
improvement plans. Consistent data from all

Some programs not meeting performance
goals




Some programs lack evaluations

Opportunities for more collaborations

Effectiveness

Efficiency
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programs are reported quarterly. SBA performs
annual reviews of all centers to ensure goal
achievement. Accreditation ensures programs are
operating at a high-level of quality that is
responsive to local needs.

As recipients of federal, state and local public
funds, SBDCs are extensively evaluated to ensure
both the prudent use of funds and the
effectiveness of services, SBA conducts annual
programmatic and financial audits. All programs
must maintain accreditation, which is based on
the Baldridge Performance Excellence program, to
be eligible for federal funding. All centers have
processes in place to survey program recipients to
evaluate quality and to make enhancements.
Other program stakeholders are also surveyed for
feedback.

The over 1,000 SBDCs across the country have
deep local connections. They partner with USDA,
SCORE, Women's Business Centers, Procurement
Technical Assistance Centers, EDA, FAST, Hub
Zones, USEAC, USTDA, Commerce and MEP,
state, county, and municipal programs, chambers
of commerce, financial institutions, trade
associations and professional service providers.

SBDCs achieve tangible results. In 2011 the SBDCs
helped:

e Start 13,351New Business

» Increase Sales by $4.7 Billion

» Create 61,214 New Jobs

e Save 69, 363 jobs

e  Generate over $234 Million in New

Federal Income Taxes

The return on investment for the SBDC program is
$2.09 for every $1 in Federal funding invested in
the program.

O
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