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New Jersey is one of the most diverse states in the US with nearly 45% of its 8.9 million residents being
people of color. MWBE's comprise over half of the firms in the state with 237,242 MBE’s and 252,944
WBE's. '

Diversity 1s one of our key strengths. It drives productivity and innovation. Public and Private entities
recognize that with demographic shifts, and advarices in technology, communication and globalization,
diversity is quickly becoming a driver of growth. In order to harness and leverage the economies of the
state’s great asset of diversity the best in class national model is a Chief Diversity Officer. It has been
deployed in NY and is responsible for its present 30% utilization of MWBE’s across all state spend.

An examination of 2 best in class mode! shows that a CDO ensures;

+ Diversity in appointments
« Diversity in recruitment
¢ Diversity and inclusion in appropriation of procurement spend

Diversity in Appointments:

CDO works with the Appointment officials and Agency recruiting teams to ensure that the State’s
leadership is comprised of top diverse talent that is reflective of the state’s diversity. (Reflective in the
Governor's cabinet- need continued trickle down in the agencies and departments)

Diversity in Recruitment:

CDO works to ensure that Biversity and Inclusion are key requirements. This is not the same as EEQ
{focused on enforcing the State Anti-Discrimination Policy) but does not ensure that the diversity that
currently exists within departments are inclusive, fosters a climate of inclusivity and provides for
promotional and leadership opportunities for women and people of color. Just now have pay equity law
to ensure equal pay for women,

Diversity and Inclusion in Procurement Spend:

CDO drives the state state’s Diversity and inclusion strategy in the utilization of MWBE's and strengthens
the state departments, agencies, authorities, colleges and universities accountability toward achieving

set goals. CDO works with these departments to foster full range of wrap around services and programs -
and policies needed to foster greater MWBE utilization.

s Co-Chair the State Disparity in Procurement Study Commission

e (CDO’sin Department of Banking and Insurance and EDA

o Diversity in Film Forum

e EDA Creation of a Venture Fund to support Founders of Technology
e NJTransit MWBE Forum
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NJ Department of Transportation Communities Forum

Ni Depariment of Treasury outreach to SMWRBE's

2019 Garden State Minority, Women and Veteran-Owned Business Summit
Deployment of a Diversity Dashboard

Commissioning a Statewide Disparity Study

Work that Needs to be Dane:

LAl ol

Disparity Study to set goals and operations across state government

Establishment of D&t Qualitative Criteria in state operations and do not silo it into one ares
Diversification of state departments, boards and commissions

Establishment of a State Emerging Manager Program

Legislative mandates that ensure accountability and compliance



News Release

Contact: New Jersey Fconomic Development Authority
media@njeda.com

Statement by Tim Sullivan, President & CEO NJEDA

Good morning. Chairwoman Sumter and members of the committee, thank you for inviting me to
speak with you and your committee. Encouraging the growth, development and success of
minority-owned businesses and facilitating equitable access to existing and proposed programs is a
critical issue for New Jersey. I am grateful for the opportunity to highlight new programs and
initiatives we have created under Governor Murphy’s leadership to begin to address these
challenges, and to update you on our plans to do more in the future.

Small businesses are the heart and soul of communities and play an outsized role in the overall New
Jersey economy. They not only give each community a unique local flavor, but they also provide
benefits that go far beyond economic activity: they are centers of social life, support community
programs and spotts teams, and help breed a sense of pride that is crucial to building strong, unified
communities. Crucially, small businesses are also significant generators of new jobs.

Sadly, small businesses, especially minority- and women-led businesses continue to face barriers that
have hindered their growth. Historically, a lack of access to capital, and a variety of other challenges
have combined to make it difficult for entreprencurs to start businesses and have forced many
established small business owners to forgo expansions or close their doors.

These challenges affect most small businesses, but they disproportionately hold back immigrant-,
minority-, and women-owned businesses. The evidence shows access to financial capital is lower for
minority owners. For instance, one study found minority-owned businesses often rely more on
personal and family wealth than external debt or equity for business financing." Another study
showed that among businesses with annual gross receipts of $500,000, 17 percent of minority-
owned businesses received loans, compared to 23 percent for nonminority-owned businesses. And

! Robb, Alicia. 2013. “Access to Capital among Young Firms, Minority-Owned Firms, Women-Owned Firms, and
High-Tech Firms.” Office of Advocacy, U.S. Small Business Administration, Washington, DC.
2 Fairlie and Robb, 2010.
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access itself is not the only issue. Studies have shown minotity owners, even when they need
funding, are less likely to seek loans from banks for fear of rejection.’

Addressing the challenges small business owners face and proactively dismantling structural barriers
to success has been a top priority for the Murphy Administration. To suppott our increased
commitment to small businesses, the NJEDA created a dedicated Small Business Services Unit
chatged with providing robust financial, workforce, and technical support to the small business
community. Led by Christina Fuentes, this team meets small business owners in their home
communities and at their businesses to spread the word about NJEDA resources and other State
suppott that they may not know about or may not have realized they qualify for.

Many of the NJEDA programs for small businesses focus on addressing access to capital challenges
that hold small business owners back from launching or expanding their companies. The NJEDA’s
Access Program makes it easier for business owners to qualify for financing by placing a greater
emphasis on cash-flow than hard collateral. This is especially important for women- or minority-
owned businesses, which may be thriving because of a great business plan but do not have the
capital stores to provide collateral for financing they need to expand.

Even with this increased flexibility, many eatly-stage businesses cannot qualify for traditional
financing. That’s where our Microbusiness Loan Program comes in. Launched as a pilot in
November 2019, this program provides loans up to $50,000 to eatly-stage and microbusinesses that
make less than $1.5 million per year and employ fewer than 10 people.

To help businesses establish a physical presence, our Small Business Lease Assistance Program
(SBLAP) reimburses businesses in targeted downtowns a portion of their annual lease payments for
market-rate, first-floor office, industrial or retail space. This is an important resource for businesses
and communities because it not only helps small businesses open a storefront, but it also brings new
life to downtown areas in cities that have suffered from long-term vacancies in their downtown
cottidots.

"These programs have helped a diverse range of small businesses launch and grow. From Arlee’s Raw
Blends and Haleemah Islamic Fashions — two Black women-owned business that used the SBLAP
progtam to open storefronts in downtown Trenton — to minority-run businesses Shawnee Trucking
and Shakti Group USA, which used financing procured through the Premier Lender Program to
purchase additional space for their expanding businesses; these programs are helpmg New Jersey
companies expand and create new jobs.

We have also launched a variety of programs that specifically address the batriers that holding back
minotity- and women-owned businesses. Many of these wete developed with input from our
Diversity Roundtable series, which to engages stakeholders to identify strategies for supporting
minority-led businesses.

Many of our tax credit programs now include a diversity bonus for projects that implement inclusive
hiring practices. On January 1st, we implemented new regulations that double the New Jetsey
Angel Investot Tax Credit from ten to 20 percent of a qualified investment and add a five percent

3 Bates, Timothy, and Alicia Robb. 2013. “Small-Business Viability in America’s Urban Minority Communities.”
Urban Studies. http:/fusj.sagepub.com/content/51/13/2844.full.pdf+html,
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bonus for investors that put their money into minotity- ot women-owned firms. The Film and
Digital Media tax credit also includes a two percent bonus for projects that submit and show
evidence of acting on a Diversity Plan for hiring women and minority petsons for both “above-the-
line” positions such as Director and Iead Actor and “below-the-line” positions as part of the

production crew.

We also recently posted a request for information (RFI) aimed at helping us better understand the
obstacles diverse funders face to raising capital and launching companies. One idea we are
considering is creating a Diversity Seed Fund that will ditectly address the historic lack of
investment in Black and Latinx entrepreneuts.

Thank you for your time. As the NJEDA embraces our role as a comptehensive economic
development agency we are addressing the challenges small businesses — especially minority- and
women-tun companies — with a new urgency. We are proud of the impact we have had, but we
know there is much more left to do. We look forward to working with you to grow a stronger and
fairer New Jersey economy that provides equitable access to resoutces and opportunities for all New
Jetseyans.
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NJSEDA

New lersey Economic Development Authority

REQUEST FOR INFORMATION (“RF1”})
2020-RFI-OET-TLS-099
for
Options for Expanding Access to Seed Capital for Black and Latinx Entreprenaurs

¢

1. INTENT/SUMMARY OF SCOPE

The New Jersey Economic Development Authority {"Authority”,
“NJEDA"), an independent Authority of the State of New Jersey, is seeking information and ideas
from qualified entities {“Respondents”), including, but not limited to fund managers, angel
investars, venture capitalists, entrepreneurs, and small-business owners, researchers and
practitioners involved in entrepreneurial work, relevant industry/trade groups, and other state
governments.

This Request for Information (RF1} is issued by the Authority to seek information from firms and
individuals with perspectives on the structural obstacles and potential disparities encountered by
high-growth start-ups run by Black and Latinx entrepreneurs in New Jersey when seeking venture
or seed funding, both private and public. The NIEDA also seeks interest and ideas on solutions to
such obstacles and disparities, including, but not limited to, existing venture and seed funds that
specifically invest in Black and Latinx-owned/run high-growth businesses. The Authority is
especially interested to hear perspectives from those firms that may be interested in expanding
those solutions within New Jersey or investing in Black and Latinx-owned New Jersey businesses.
This includes the potential establishment of a diversity seed fund for Black and Latinx owned
businesses in the State.

The NJEDA is interested in receiving comments, questions, recommendations, facts, information,
ideas, and responses that will help the NJEDA better understand both the obstacles and disparities
faced by Black and Latinx entrepreneurs in New Jersey and the scope and characteristics of
potential solutions. The NJEDA may serve as the primary anchor or participant in the selected
solution(s).

The Authority is investigating obstacles and disparities and this RFI is in anticipation of developlng
appropriate solutions to help support Black and Latinx entrepreneurs.

2020-RFI-OET-TLS-099: Expanding Seed Capital to Black and Latinx Entrepreneurs ' 1
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2. BACKGROUND

The New Jersey Economic Development Authority serves as the State’s principal agency for driving
economic growth. The Authority is committed to making New Jersey a national model for
inclusive and sustainable economic development by focusing on key strategies to help build
strong and dynamic communities, create high-quality jobs for New Jersey residents and provide
pathways to a stronger and fairer economy. Through partnerships with a diverse range of
stakeholders, the Authority creates and implements initiatives to enhance the economic vitality
and quality of life in the State and strengthen New Jersey’s long-term economic competitiveness.

In The State of Innovation, Building a Stronger and Fairer Economy in New Jersey, the State's
comprehensive Economic Development Plan released in October 2018, Governor Murphy
reiterated the importance of supporting the small business community in New Jersey, which
employs more than 50% of New lersey residents. One of the five explicit goals of the plan is
“creating the most diverse innovation ecosystem in the nation and doubling venture capital
investment in the State.” Governor Murphy’s plan also committed to a New Jersey future that
supports all the State’s businesses, specifically calling out the importance of ensuring that
minority, LGBTQ, women, disabled, and veterans-owned businesses have enhanced access to the
capital, programs, and networks that they need to successfully start and scale their businesses.
This RFI, which focuses on the challenges faced by, and potential solutions for increasing capital
to, Black and Latinx-owned businesses, is one of several steps being taken by the Authority and
the Murphy Administration to address the goals of the State’s Economic Development plan.

Concurrently, in the start-up world, there are a growing number of seed funds specifically
investing in underserved populations, such as Black and Latinx entrepreneurs (See exhibit A for
sampling). Repeated studies show that investing in underserved populations not only leads to
greater equity and a more even playing field, but also provides outsized returns to investors: for
example, companies with more women in top management positions increase their margins and
produce more patents than teams with solely male leaders. This finding also holds true for

- LGBTQ+ and minority-led companies. Certain funds have been at the forefront of funding
minority-led start-ups; they are part of a larger movement, numbering several dozen funds in the
United States alone, that have made a conscious shift to invest in high-achieving minority-led
companies (see Exhibit A for examples).

Based on these studies, NJEDA’s own experience, and the diversity of the population in New
Jersey, the NJEDA recognizes that there may be obstacles and disparities encountered by high
growth start-ups in New Jersey run by Black and Latinx entrepreneurs when seeking venture or
seed funding, both private and public, and that, accordingly, there would be a benefit to the State
of supporting, promoting, and/or developing a fund specifically to support Black- and Latinx-
owned high-growth companies. This RFI seeks to collect potential ideas and interest around
potential solutions, which could include a diversity fund to efficiently allocate funds while
maximizing impact to New Jersey minority business community.

2020-RFI-OET-TLS-099: Expanding Seed Capital to Black and Latinx Entrepreneurs 2
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3. ELIGIBILITY CRITERIA (if applicable)

This section is not applicable to this RFI.

4. RFI RESPONSE QUESTIONS

Please answer all questions that are relevant to you or your organization, to the best of your
ability. We recognize, that many respondents will not be able to answer ali questions. Answers to
these questions are understood to be preliminary and non-binding.

Applicants are free to structure responses as necessary to increase clarity and efficiency of
responses,

Description of your role and gualifications within the venture capital space:

1) Please provide information on your company, group, government entity, or self and your
capacity and qualifications within the start-up and venture capital space.

2} What is your experience with and understanding of the venture capital environment, both
private and public, specifically in New Jersey and/or specifically in funding Black or Latinx
entrepreneurs?

Questions about challenges and obstacles in securing seed capital for Black and Latinx
entrepreneurs forming high growth businesses in New Jlersey:

3) Please provide information on obstacles that are preventing public or private capital to flow
to Black or Latinx entrepreneurs.

4} Please provide information on the availability of potential deal-flow/investment
opportunities, both private and public, with and Black and Latinx entrepreneurs in NJ.

5) Please provide information around attempts by Black or Latinx entrepreneurs to raise seed
funding from investors without the same diversity composition as themselves or to obtain
financing from the State and the NJEDA, including whether such attempts have been
successful or unsuccessful and why.

6) Are there any other obstacles in public and private funding that you believe the Authority
should be aware of when considering such a funding mechanism?

2020-RFI-OET-TLS-099; Expanding Seed Capital to Black and Latinx Entrepreneurs 3
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Questions about a diversity focused seed venture capital fund:

7) To date, New Jersey does not have a seed fund focused on investing in Black or Latinx
entrepreneurs. Can you comment on specific obstacles which may be preventing this to
occur?

8) What is the optimal size for an initial seed fund specific to high-growth New Jersey Black and
Latinx entrepreneurs?

9) Are there structuring characteristics/terms/enhancements that you believe the Authority
should consider when evaluating and/or creating a venture capital fund?

10} The Authority does not intend to manage or administer any venture capital fund directly but
has a history of being an investor/limited partner in venture funds. What would be the ideal
vehicle and structure for the Authority’s involvement with a fund: a sidecar fund {(handled by
an existing fund manager), a stand-alone fund, or something else altogether?

11) What stage of company (pre-seed, seed, series-A, etc.) should be targeted?

12) What should be the average size investments made into the targeted companies and how
many companies can be assisted with the support of a diversity focused seed venture capital
fund?

13) What should the fee structure look like to ensure the maximum impact for both the investors
and the companies receiving the fund investment?

14) How can the Authority along with a manager and/or existing fund maximize cther interested
investor support and capital, resulting in the greatest impact?

15) How closely aligned should the investment be to the diversity criteria in order for the fund to
make an impact? (For example, should a company be eligible for funding if there is one Black
or Latinx person in the C-Suite, or should the criteria require the company’s founder to be a
Black or Latinx person, or should the leadership team be required to be a majority Black or
Latinx?)

16) Piease elaborate on any additional guidance or consideration that you think the Authority
should take under advisement or consider in any solution, when evaluating potential diversity
seed funds, or in launching a Black and Latinx-focused seed fund.

5. QUESTIONS AND ANSWERS {From Respondents to the EDA)

All questions concerning this RFI must be submitted in writing no later than 11:59 PM EST, on

March 27th, 2020 mail to: RFI-ExpandingSeedCapital@njeda.com.

The subject line of the e-mail should state:
Questions-2020-RFI-099: Expanding Seed Capital to Black and Latinx Entrepreneurs

2020-RFI-OET-TLS-099: Expanding Seed Capital to Black and Latinx Entrepreneurs 4
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Answers to questions submitted will be publicly posted on the Authority’s website, under the
Office of Economic Transformation RFls section, on or about April 7, 2020,

IT IS THE RESPONDENT’S RESPONSIBILITY TO CHECK THIS WEBSITE REGULARLY FOR UPDATES.

RESPONSE DETAILS
All RFI responses must be submitted in writing no later than 11:59 PM EST, on April 23", 2020
via e-mail to: RFl-ExpandingSeedCapital@njeda.com

The subject line of the e-mail should state:
RFI Response-2020-RFI-099: Expanding Seed Capital to Black and Latinx Entrepreneurs

6. FbLLOW-UP QUESTIONS (from EDA) / ADDITIONAL INFORMATION

Respondents may be asked to pravide additional information to allow the Authority to better
understand the responses or services available.

7. PROPRIETARY AND/OR CONFIDENTIAL INFORMATION

The Authority reserves the right to copy any information provided by the Respondents. The
Authority reserves the right to use ideas that are provided by Respondents, applicants,
stakeholders, or vendors. By submitting a Response, the submitter represents that such copying
or use of information will not violate any copyrights, licenses, or other agreements with respect
to information submitted or product solutions demonstrated, if applicable. Responses must
clearly be marked for any information the Respondent deems Proprietary and/or Confidential.

8. DISCLAIMER / NO OBLIGATION

This RF! is not a request for qualification/proposal. It may or may not result in further action.

This RFI is issued solely as a means of gathering information regarding the Authority’s desire to
understand the types of products and level of service available in the market to meet the
Authority’s needs. Interested parties responding to this RFl do so at their own expense. There
will be no monetary compensation from the Authority for the time and effort spent in preparing
the response to this RFl. All expenses incurred are the sole responsibility of the Respondent.

Should the Authority decide to move forward and issue an RFQ/P or announce a program/product
related to this RFI, Respondents need not have submitted a response to this RFl in arder to be

eligible to respond to the RFQ/P or be eligible for the program/product. Should an RFQ/P be
issued, responding to this RFI will not affect scoring or consideration for that process.

2020-RFI-OET-TLS-099: Expanding Seed Capital to Black and Latinx Entrepreneurs 5
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The Authority is under no obligation to contact Respondents to this RFI.

9. NEW JERSEY OPEN PUBLIC RECORDS ACT

Respondents should be aware that responses to this RFI are subject to the “New lersey Open
Public Records Act” (N.J.S.A. 47:1A-1 et seq.), as amended and including all applicable regulations
and policies and applicable case law, including the New Jersey Right-to-Know law. All information
submitted in response to the RFl is considered public information, notwithstanding any
disclaimers to the contrary, except as may be exempted from public disclosure by OPRA and the
common law.

Any proprietary and/or confidential information submitted in response to this RFI will be redacted
by the Authority. A person or entity submitting a response to this RFI may designate specific
information as not subject to disclosure pursuant to the exceptions to OPRA found at N.J.S.A.
47:1A-1.1, when such person or entity has a good faith legal and factual basis for such assertion
(i.e. information that may be included in another ongoing public procurement or solicitation). The
Authority reserves the right to make the determination as to what is proprietary or confidential
and will advise the person or entity accordingly. The Authority will not honor any attempt to
designate the entirety of a submission as proprietary, confidential and/or to claim copyright
protection for the entire proposal. In the event of any challenge to the Respondent’s assertion of
confidentiality with which the Authority does not concur, the Respondent shall be solely
responsible for defending its designation.

2020-RFI-OET-TLS-099: Expanding Seed Capital to Black and Latinx Entrepreneurs 6
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TO: Chairwoman Sumter and Members of the Assembly Community
Development & Affairs Committee

FROM: Christopher Emigholz, Vice President Government A fTairs
DATE: March 5, 2020
RE: Supporting Minority - Ownaed Businesses

Good marning! My name is Christopher Emigholz, and | am the Vice President of Government
Alfairs for the New Jersey Business & Industry Association (NIBIA) covering economic
development, tax and budget issues. On behalf of our member companies that provide more
than 1 million jobs in our State and make NJBIA the largest staiewide business association in
the nation, thank you for the opportunity to speak with you today regarding the current state of
minority-owned businesses in New Jersey and how we can better support their growth and
success. '

Improving support for minority-owned businesses or minority business enterprises (MBE) as
they are often designated is critical to addressing the wealth gap that stubbornly exists in our
state and nation, but helping minority-owned businesses also helps the whole economy. There
is evidence that minority-owned businesses are growing faster than other businesses, but it is
concerning that they may be closing at higher rates as well. There is some good news for these
companies in New Jersey compared to our neighbors. According to data from the US Census
Bureau and the US Small Business Administration (SBA), the number of minority-owned
businesses in New Jersey increased by 28 percent (or 66,252) from 2012 to 2016. This increase
is larger both in actual number and in percentage increase than both New York and
Pennsylvania. How do we maintain and enhance New Jersey’s position as a leader in this
important area? NIBIA has five strategies that may help.

1} Get more data. We have some data on MBEs, but the data is not frequently updated,
making it challenging to fully understand the scope and progression of MBEs. Mare
data is always helpful and would allow better insight on state statistics, especially in
this area. More information and transparency on these companies and their interactions
with government is needed to better understand their challenges. For example, S-300,
sponsored by Senators Pennacchio and Kean, is posted for a vote in the Senate State
Government Committee as we are speaking. It would require Treasury to issue an
annual report on public contracts issued to women- and minority-owned businesses, and
it would help us all see if there are troubling trends or if things are moving in the right
direction.

2) Workforce development is essential to betier supporting MBEs. From preschool

- through vocational-technical high schools through higher education through on-the-job
training, New Jersey needs to do a better job lifting up the skill levels of the current and
future workforce. A lot of education rcforms and workforce development efforts
naturally and rightfully are focused on traditionally under-served populations, and that
needs to continue. The achievement gap in education leads to the wealth gap in the

10 Wesr Lafayeste Streer, Trenton, NJ (56082002 - 609-393-7707 .«
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economy. Higher standards, greater accountability and more schocl choice, especially
as it relates to vocational schools and STEM offerings, are needed fo help students of
color. Additionally, workforce development efforts need to include financial literacy.
NJBIA partners with Junior Achievement, which does great work in K-12 financial
literacy in many cities around our State. Financiat empowerment for those out of school
is also important, such as in A-3062, sponsored by Assemblywoman Pintor Marin and
Assemblyman Moen. The bill, posted this moming in the Assembly Financial
Institutions Committee, will create financial empowerment programs in four New
Jersey cities.

3) Tax incentives and finzncial support are an hmporstant part of supporting minority-
owned businesses, because these tend to focus on cities where MBEs have a larger
presence. The urgent need to reauthorize New Jersey’s tax incentive programs i$ an
important siep. From the Governor’s proposal to the Legislature’s various plans, all
.correctly include emphasis on urban economic development just as the recently expired
program focused on and did wonders for Camden. Additionally, it will be important to
properiy utilize the federal Opportunity Zones fo drive investment into our State’s
urban centers. It is also encouraging lo see our EDA ook into the idea of a diversity
seed fund to support minority-owned startups, as it recently announced.

4y NIBIA recently launched our own Biversity and TInclusion Council to support
businesses that embrace diversity as an essential part of doing business. It is important
10 create an environment where people of color can thrive as enfrepreneurs, and, if
successful, will then inherently better support diversity in their own businesses. NIBLA
looks forward 1o supporting businesses that believe in diversity and to promote best
practices that create a more inclusive and respectful workforce.

5) NIBIA believes that the general difficulty of operating a business here in New Jersey
is an issue that disproportionately harms MBEs. If the cost of doing business is too
expensive for any New Jersey company because of taxes and labor costs, then a
company from an area that has often struggled finding access to capital could struggle
even more. If over-regulation is an impediment to all companies in our State, then a
company that does not have as much experience in navigating that red tape, may be
additionally challenged. If the headache of figuring out goverunent procurement 1s a
burden to business, then it may be a greater issue for a minority-owned business frying
to land a government contract for the first time. 1f we make our great and diverse State
better for all businesses, NIBLA believes we will lift up minority-owned businesses to
an even greater extent. '

NJBIA tooks forward to working with this commitiee and our Legislature on this issue, and we would
be happy to take any questions! :
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“Equitable Participation in New Jersey’s Economy”™
John E. Harmon, Sr., IOM
Founder, President & CEQ, AACCN!
March 5, 2020
Assembly Community Development and Affairs Commitiee
Testimony

Thank you, for your invitation to allow me (o provide testimony today. 1 am John E. Harmon,
Sr., Founder and President and CEQ of the African American Chamber of Commerce of New
Jersey (AACCNI). Unfortunately, I could not be present today due to a previously scheduled trip
to Kansas City, Missourt to attend a conference on Diversity & Inclusion. However, [ have asked
Michael Egenton, Execotive Vice President of the New Jersey State Chamber of Commerce to
share with you my comments. [ am aiso a Board Member of the New Jersey State Chamber of
Commerce.

The folowing is a gathering of my thoughts based on my experiences as a Chamber Executive
for 23 years in New Jersey; from the regional, and national best practices as well as comments
from members of the AACCNJ and black businesses, more broadly, about their experiences
while pursuing primary positions or equitable contract awards on professional services,
construction and general goods and services that are procured by the State of New Jersey.

First, I would like to state thal my organization sincerely appreciates the relationship that we
have with the State’s Legislators and The Murphy Administration. Specifically, we have been
afforded access to the leadership of the various Departments and Agencies to discuss policies,
process, best practices and strategies to improve the competitiveness of our state. Accordingly,
we are making progress and remain optimistic about the future given our partnership. However,
given the systemic economic disparities that have hindered blacks from a more equitable
assimilation into New Jersey’s mainstream, although, I am not present today, I welcome the
opportunity for a future exchange of ideas or methods as to how we can move most expeditiousiy
to attain parity for black businesses in public contracting.

The irony is, notwithstanding, the capacity and requisite experience of black businesses; these
firms have communicated to me that New Jersey has been a continuous outlier when it comes to
fairness and equitable participation in public contracts. For example, beginning with the
nnplementation of Executive Order #1, by former Governor James McGreevey, wherein he
established Project Labor Agreements on all Public Contracts. This executive order was later
amended to exempt public contracts of less than §5 million from Project Labor Agreements. In
my opinion, the Project Labor Agreements have afforded Trade Unions a unique contracting
preference while blacks and others have to wait for the commissioning of disparity studies to
justify the implementation of procurement goals that could incentivize increased access public
contracting opportunities. These best practices have long been adopted by the State of New York
and the City of Philadelphia as a standard business practice. Moreover, [ would submit to you

379 West State Street, Trenton, Nf 08618 609-571-1620 www.aaccnj.com
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that the aforementioned policy has contributed to a public contracting culture within New Jersey
that has not been fair or equitable 1o black businesses. I my opinion, the preference that has
been extended o the wades in Public Contracting undernmines our adopted system of capitalism
and free enterprise in this country. Moreover, the trades in New Jersey, speak about inclusion,
however, they have a systematic culture with inherent barriers that make it extremely difficult for
blacks and others to participate equitably, which is just wrong given that these opportunities are
underwritten with taxpayer dollars. There needs to be a serious engagement with the responsible
parties to begin the process of mitigating this unequitable practice in our state.

According to the New Jersey Department of Labor's statistics, blacks have the highest level of
poverty, and low median and household income levels than others within the state. Also, the net
worth of blacks is less than $6,000 vs. $275,000 for whites. In addition, 93 percent of black
owned businesses have only 1 employee; because without opportunities it is very difficult to
grow and sustain your business enterprise. The most effective strategy to mitigate these numbers
is to lncrease confracting awards 1o black businesses thus enabling them to hire more black
employees and sub-consultants/contractors.

Based on the aforementioned, 1 would like to propose the following policy changes and
recommendations, in our state, for consideration:

»  Amend the 60 year old requirement in New Jersey which states that you must be a
Registered Municipal Accountant to perform audits for municipalitics. Currently only 2-3
individuals pass the annual exam thus providing a monopolistic opportunity for a few
firms while imposing a barrier for a number of qualified CPA firms that have offices
within communities where these professional services opportunities oceur.

Could the previous Disparity Study that was commissioned by The Port Authority of
New York and New Jersey and Essex County and others be amended to sapport the
state’s efforts to establish women and minority procurement goals as a means to expedite

A7

the process? This is a critically important measure that would incentivize inclusion in
public coniracting.

Provide the Chief Diversity Officer with an adequate budget such that there will be
adequate resources for staff and infrastructure to unplement and execute an effective

v

operation. {You can measure what is important) Based on what I know about the current
operation, the resources are not in alignment with the mission.
% Raise the Project Labor Agreement Threshold from §5 to $20 million - this would
immediately increase public contracting opportunities for Blacks. {Executive Order
similar to former Governor McGreevey)
Implement a process to ensure that RFP’s on all public contracts are reviewed to ensure
that they are inclusive and do not contain inherent barriers that are not commensurate
with the scope of work.,

Y
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Review of the State Vendor Contract which provides opportunities for K-12, higher
education and municipalities, the program grossly lacks diversity and inclusion of black
businesses.

» Increase the spend level of goods and services which do not require 2 formal bid from
$40,000 to $250,000 for State Agencies and Departments.

Support the current Bill sponsored by Senator Joe Pinocchio (5-306) that requires all
state agencies and educational institutions to report contract spending with minorities and
women. This lends the question, how can you manage what you do not measure?

New Jersey should have a system of reporting public contracting expenditures in real
time, not after the project has been completed and the consultant or contracting firms has
spend taxpayer dollars and left town, without this system in place, we are not upholding
our fiduciary obligation.

Lastly:

» Black financial services firms, notwithstanding experience and capacity, are not granted
equitable participation in New Jersey’s fund management and bond underwriting
opportunities.

Black financial services firtns have not been afforded primary or lead roles in

u:;;
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Bond Underwriting and Fund management opportunities that are commensurate with
their experience or capacity in New Jersey while consistently being awarded these types
of opportunities in other states.

The unfortunate situation as it relates to the participation of [irms who manage state funds is that
some of the financial services institutions, that were responsible for contributing to massive
foreclosures in New Jersey, are receiving significant economic benefits [rom the taxpayers, some
of which, they have harmed severely, :

Thank you for allowing me (o participate in today’s conversation.

Respectfully Submitted

Joln E. Harmon, Sr., I0M

Founder, President, & CEQ,

African American Chamber of Commerce of N}
3/5/20
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