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INTRODUCTION
On January 21, 2015, the Committee on Veterans, chaired by Council Member Eric Ulrich, jointly with the Committee on Small Business, chaired by Council Member Robert Cornegy, will hold an oversight hearing to examine City programs that support veteran-owned businesses and promote veteran entrepreneurship.  Last session, the Committees held an oversight hearing examining these issues in October 2013, during which advocates for veterans recommended the City adopt procurement goals for veteran owned businesses similar to the procurement goals the City has for minority and women owned business enterprises (MWBE).  Subsequently, the Committees heard legislation that became Local Law 144 of 2013, which required the Department of Small Business Services (SBS) to study veteran-owned business enterprises and determine the need for such a veteran-procurement program.
  On December 1, 2014, pursuant to Local Law 144, SBS, the Mayor’s Office of Contract Services (MOCS) and the Mayor’s Office of Veterans Affairs (MOVA) published a report of their findings which the Committees intend to examine at today’s hearing.  Witnesses invited to present testimony include representatives of MOVA, SBS, the business community, and veteran advocacy groups, as well as individuals.  
BACKGROUND 

New York City is currently home to over 200,000 veterans, including nearly 44,000 under the age of 44, who have served in recent conflicts.
 Veterans who have served since September 2001 have experienced higher rates of unemployment than older veterans and the general population, even as the economy has improved following the recent recession.
 As of November 2014, the unemployment rate for recent veterans was 5.7 percent, higher than the rates for Gulf War I-era veterans (2.3 percent), Vietnam veterans (5.1 percent), and the general civilian population (5.5 percent).
 Female veterans of recent conflicts encounter even higher rates of unemployment (8.1 percent) compared with male veterans of these conflicts and the general civilian female population (both 5.3 percent).
    
Entrepreneurship offers veterans a path to take charge of their careers and economic futures by harnessing leadership skills and discipline learned in the military to help build their own businesses. In fact, studies indicate that veteran start-ups have a higher rate of success than businesses launched by those in the general civilian population.
 Nearly one in ten businesses in the United States (U.S.) is owned by veterans.
 These 2.4 million veteran-owned businesses employ almost six million Americans and generate over $1.2 trillion in receipts annually.
 
Most veteran business owners are male, though the percentage who are women is growing, increasing from 2.5 percent of veteran business owners in 2008 to 4.4 percent in 2012, nationwide.
 Overall, the percentage of veteran business owners who are minorities is smaller than the percentage of non-veteran business owners who are. However, Hispanic veteran business ownership increased from 3.2 percent in 2008 to 6 percent of the total population of veteran business owners in 2012.
 

Veteran business owners are generally older than non-veteran owners. However, the share of younger veteran business owners is growing, with 7.1 percent of them under age 35 in 2012, an increase from 4.6 percent in 2008.
 Almost one in ten (9.3 percent) of all veteran business owners in 2012 had service-connected disabilities, an increase from 2008, potentially reflecting the increasing number of service-disabled veterans returning from Iraq and Afghanistan.

New York State is home to 127,156 veteran-owned businesses which employ 315,148 workers and generate receipts of more than $70 billion.
 One-third of all veteran-owned firms operate in two industries, professional, scientific, and technical services (17 percent) and construction (15 percent).
 Significant shares of veteran owned businesses are also focused in other services (9.9 percent), real estate (8.9 percent), and the retail trade (8.1 percent).
  
Federal Resources for Veteran Entrepreneurs 
By 2016, more than one million service members will have left the armed forces, creating a new generation of veterans that may wish to pursue careers as small business owners.
 In 2011, the federal government reiterated its commitment to supporting veterans in entrepreneurial efforts, citing both a moral responsibility to assist returning veterans with the transition into civilian life and the need to encourage small business growth as part of the United States’ (U.S.) economic recovery.
  

Services for veterans seeking to start their own small business are largely provided through the U.S. Small Business Administration (SBA), which assists small business owners by offering access to business financing, education, information, technical assistance, training, and assistance with federal government contracting opportunities.
 The SBA provides counseling and training for veterans seeking to start new businesses as well as owners of existing businesses.
 These services are delivered through SBA District Offices and partner programs including Small Business Development Centers (SBDCs), Women’s Business Centers, the Service Corps of Retired Executives (SCORE), and Veteran Business Outreach Centers.
 

The federal government also offers veterans preferred lending services through the SBA. The SBA Veterans Advantage program, which began in January 1, 2014 and has been extended through September 30, 2015, eliminates the 3% up-front guaranty fee for SBA Express loans in excess of $150,000 for qualifying veteran-owned small businesses.
 SBA also supports micro-loans issued in amounts up to $35,000 through local non-profit community-based lenders.

For veterans seeking intensive training in entrepreneurship, the SBA sponsors structured educational programming. Through a partnership with Syracuse University, the SBA operates three specialized entrepreneurship training programs based in New York State – the Entrepreneurship Boot Camps for Veterans with Disabilities (EBV); Women Veterans Igniting the Spirit of Entrepreneurship (V-WISE); and Operation Endure and Grow, a program for members of the National Guard and the Reserves.
 Funding provided by the SBA, Syracuse University, and partner organizations allows veterans to attend these programs at a minimal cost.

SBA technical assistance is offered locally to entrepreneurs through 900 SBDCs in the U.S. and its territories.
 SBDCs are supported by federal funding, state and local government resources, and private sector sponsorship.
 Currently, there are eight SBDC offices within the five boroughs of New York City, with additional outreach offices offering limited services.
 

Recent Federal Efforts to Increase Veteran Entrepreneurship 


In April 2010, President Barack Obama issued an Executive Order calling for the establishment of an Interagency Task Force on Veterans Small Business Development (Task Force) to coordinate federal efforts to “improve capital, business development opportunities, and pre-established Federal contracting goals for small businesses concerns owned and controlled by veterans and service-disabled veterans.”
 The Task Force, led by the SBA, includes representatives from the Department of the Treasury, the Department of Defense, the Department of Labor, the Department of Veterans Affairs, the Office of Management and Budget, the General Services Administration, and veterans’ service organizations.
 In November 2011, the Task Force released a report containing recommendations designed to increase opportunities for growth of veteran-owned small businesses, improve and expand veteran counseling and training services, and reduce barriers to growth.
 

In order to increase the amount of capital available to veteran-owned small businesses and to maximize the impact of small business lending, the Task Force recommended that federal agencies leverage new and existing lending commitments such as the now-defunct Patriot Express Pilot Loan Program, increase the use of micro-loans, improve information collection tools to track veteran outreach by federal agencies and strengthen coordination between SBA and the Department of the Treasury.
 The Task Force addressed the need for tailored counseling and training services for veterans and the development of a web portal with easy access to entrepreneurship resources provided by relevant federal agencies.
 Further, the Task Force urged the Department of Defense, the Department of Homeland Security, the Department of Veterans Affairs, and the Department of Labor to redesign the Transition Assistance Program (TAP), curriculum provided to service members exiting the military, to include more information on business ownership.
 The Task Force’s report also contained a number of recommendations aimed at improving collaboration across federal agencies, veterans’ organizations, state governments, and academia to reduce barriers that impede the growth of veteran-owned small businesses.

In November 2012, the Task Force issued a second report detailing progress on its recommendations.
 Noted successes included supporting access to capital through $2 billion in SBA-supported loans to over 2,800 veteran-owned small businesses, including $118 million in Patriot Express loans to over 900 businesses.
 A new web portal, BusinessUSA, was launched to help streamline small businesses interactions with the federal government and features content specifically targeted toward veterans.
 Additionally, transitioning service members in TAP now have the opportunity to enroll in “Operation Boots to Business: From Service to Startup,” an entrepreneurship training track, before release from active duty.
 

Though the Task Force reported significant progress on many of its initial recommendations, a number of “next steps” were suggested to increase federal support of veteran business owners. Developing a national, standardized entrepreneurship training program for veterans and exploring the possibility of allowing GI Bill benefits to be used to fund small business start-up costs were among the Task Force’s proposed future goals.

New York State Resources for Veteran Entrepreneurs

New York State, in conjunction with the SBA, provides services to small business owners and aspiring entrepreneurs through the New York State SBDC program, discussed generally above.
 SBDCs in New York State are administered by the State University of New York (SUNY), which operates 24 campus-based SBDC offices throughout the State.
 Services designed for veterans are offered by the SBDC Veterans Business Outreach Program, which provides pre-business planning workshops, business concept assessment, business plan development assistance, comprehensive feasibility analyses, and assistance with securing funding.
 The SBDC office specializing in veteran services based in New York City is known as the Veterans Services and Assistance Program.
 New York veterans can also take advantage of SBDC services remotely through the EntreSkills for Veterans program, a web-based tool designed to help veterans apply skills learned in the military toward establishing their own business.

Similar to federal efforts, New York State has worked to assist veterans in securing capital to launch small businesses. In 1955, New York State Legislature created the New York Business Development Corporation (NYBDC) to promote economic growth in the State, in part through issuing loans to small businesses.
 Through the NYBDC, veterans, active duty service members, and members of the National Guard and the Reserves residing in New York State are eligible for loans of up to $150,000 at a below market fixed rate.
 
New York City Resources for Veteran Entrepreneurs
Though state and federal agencies manage most of the government programs that assist veteran business-owners, there are a number of local resources available to veterans seeking to start or grow a business in New York City. With funding from the Robin Hood Foundation, Accion, SCORE NYC, the New York State SBDC program and Veterans Across America (VAA) work in collaboration under the umbrella of the New York City Veterans Business Alliance (the Alliance) to offer services to veteran entrepreneurs including loans, mentoring and counseling.
 By combining the resources of the participating groups, the Alliance works with veteran entrepreneurs to create personalized “Success Paths” and to connect veterans with funding and guidance needed to establish and grow their businesses.
 Accion lends to veterans and their family members who have been unable to obtain a loan through traditional means due to credit history or other obstacles.
 SCORE NYC offers services such as mentoring and business plan evaluation to established veteran-owned businesses looking to grow, or remain competitive.
 VAA focuses primarily on job training and placement for unemployed veterans through its “Champion Mentoring” program.
 


City services targeted specifically for veteran-owned businesses are mostly limited to workforce development. The SBS Workforce1 program works primarily to connect New Yorkers with job opportunities, as opposed to entrepreneurship services.
 For veteran-specific entrepreneurship services, WorkForce1’s Veterans Resource Guide refers veterans to the Veterans Business Alliance and private programs like Citi Salutes.
 The Citi Salutes program, sponsored by Citigroup, runs the “Realizing Your Dream” business competition, wherein veterans submit business plans to qualify for awards as much as $25,000 to start and grow their own business.




In January 2014, NYC Business Solutions, the Institute for Veterans and Military Families at Syracuse University (IVMF), Kauffman FastTrac, the SUNY Levin Institute, and BNY Mellon launched the Veteran Entrepreneurship Program for a cohort of 20 veteran entrepreneurs.
 The program matches participants with mentors, who are themselves veteran business owners, and provides assistance accessing credits, benefits, loans, and capacity-building resources available to veterans through NYC Business Solutions and its partners.
 The first cohort of entrepreneurs graduated in February 2014. SBS is working with those 20 graduates on a continuous basis to support their businesses. A second cohort is expected to launch in February 2015.
GOVERNMENT PROCUREMENT OPPORTUNITIES FOR VETERAN-OWNED BUSINESSES

Veteran-owned businesses depend on government contracts at a higher rate than businesses that are not owned by veterans. According to the U.S. Small Business Administration a “major customer” is one that accounts for ten percent or more of a company’s sales.  By that measure, the government is a major customer for 1.7 percent of U.S. businesses owned by non-veterans, while it is a major customer for 2.9 percent of those that are veteran-owned.
 Further, nearly six percent of veteran-owned firms have state or local governments as major customers.
 
The federal government requires that at least three percent of all contracting dollars spent by each federal agency go to service-disabled veteran-owned small businesses (SDVOSB).
 In 2010, federal contracts to SDVOSBs totaled $10.8 billion.
 The U.S. General Services Administration’s Office of Small Business Utilization provides SDVOSBs with training and assistance navigating the federal procurement process and conducts outreach to educate SDVOSBs on procurement opportunities.
 
Eighteen states currently have procurement preference programs for veteran-owned businesses.
 Seven of these states require at least three percent of contract spending to go to veteran-owned businesses.
 For example, in May 2014, New York Governor Andrew Cuomo signed the Service Disabled Veteran-Owned Business Act, which established a goal that six percent of all state contracts be with service-disabled veteran-owned small businesses.
 As another example, in California, state departments must attempt to award three percent of the total value of contracts to firms with at least 51 percent ownership by a veteran or veterans with at least a ten percent disability rating.
 The remaining 11 of the 18 states with veteran procurement programs – Alaska, Louisiana, Minnesota, Michigan, Missouri, Nevada, New Mexico, Pennsylvania, Texas, West Virginia, and Wisconsin – offer some lesser form of preference to veteran-owned business in awarding contracts.


Proponents of procurement programs for veterans argue that offering veteran-owned businesses better opportunities for securing government contracts can help decrease the veteran unemployment rate, in addition to allowing governments to show appreciation for veterans’ service.
 Veterans’ advocates note that procurement opportunities at the state and local level may be more effective than the federal veteran procurement preference program as this would allow more veterans to focus on pursuing business opportunities in their home states.
 
Local Law 144 of 2013
Last session, 0n October 16, 2013, the Committees on Veterans and Small Business held an oversight hearing on Promoting Veteran Entrepreneurship. At this hearing, both SBS and advocates testified about concerns related to assisting veterans with city procurement and entrepreneurship. These concerns included, among others, difficulty contacting recently returned veterans who reside in the City when such veterans are out of town attending the mandatory Transition Assistance Program (TAP),
 uncertainty experienced by veterans about how to access services and benefits once they return to New York City,
 the lack of transferability of skills, training, and experience developed during military service to the degrees, licenses, and certifications required for certain jobs,
 the confusion and frustration many veterans feel navigating the many different agencies offering procurement assistance,
 and the need to collect data to measure the progress expanding veteran entrepreneurship.
 
Following this hearing, in December 2013, Local Law 144 was promulgated. Local Law 144 required the Commissioner of Small Business Services, in consultation with the City’s Chief Procurement Officer, to analyze veteran-owned business enterprises and opportunities for such businesses in City procurements, and determine, by December 1, 2014, the need for a citywide program to promote opportunities in city procurement for veterans, and to submit to the Council a report on this analysis, including the basis for its determination.
 The law further required that if the Commissioner determined there was a need for such a citywide program, the report was to contain recommendations on measures to enhance the opportunities of such businesses with respect to city procurement, including, but not limited to, outreach and notification of contract opportunities, certification of veteran owned business enterprises, recommendations regarding the establishment of participation goals, and tracking and reporting the utilization of such business enterprises.

Pursuant to Local Law 144, SBS, MOCS and MOVA issued a report in December 2014 entitled A Roadmap for Supporting Veteran Owned Businesses.
 The report found that there approximate 235,000 veterans living in New York City, 48% of whom are non-white or Hispanic, and 10% of whom are women.  Of these veterans, approximately 15,400 are business owners, 40-50% of whom are in industries applicable to New York City procurement.
 Thus, the report determined that an estimated 6,200 individuals could potentially be considered for City contracting initiatives.

The report concluded that a City procurement goals program for veterans was not recommended, given the limited pool of veteran owned businesses able to do business with the City, and the availability of other City certification programs such as those for MWBEs.
 It stated that administering such a procurement program would also require a substantial support system to certify companies as veteran-owned by ensuring that that the business is at least 51% veteran-owned and that the owner can demonstrate adequate knowledge and control of the company.

The City made several recommendations in the report to address the needs of veteran owned businesses
:

· Increase outreach to the veteran business community
· Provide an opportunity to self-identify a business as “veteran owned” through the Payee Information Portal (PIP)

· Provide expanded business skills training to veteran business owners

· Leverage the resources of Small Business Development Centers (SBDCs) and Procurement Training Assistance Centers (PTACs)
· Provide training on how to sell to government
· Provide access to certification as an MWBE or as an Emerging Business Enterprise (EBE) with the City

· Establishment of a Veteran Leadership Association to Support Procurement Efforts

CONCLUSION

As veterans continue to return to New York City and transition back into civilian life, many will seek to utilize the skills they gained as a result of their military experience to develop and operate their own businesses. The Committees would like to examine SBS’s recent report on supporting veteran businesses and explore the training and other programs the City makes available to prospective veteran business owners to help support the launch of their entrepreneurship endeavors. 
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