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By Leslee M. Cohen and
      Pamela Mitchell Belyn

More and more
companies around
the country are
placing diversity at
the top of their

priority lists in order to more accurately reflect
the population at large, both in terms of their
own employee ranks and  in the suppliers
they  engage.   Against this backdrop,
businesses should consider whether
certification as a minority-owned business
enterprise (MBE) and/or a women’s business
enterprise (WBE) makes sense for them.

In many instances, there is a strong
business case to be made for certification,
which delivers a variety of benefits to a
business.   On the most basic level,
certification gives minority-owned and
women’s business enterprises the potential
to secure significant contract awards. A
growing number of large corporations are
implementing supplier diversity initiatives
that open up supply chains and capital
historically reserved for  large, majority-owned
businesses.

Private-sector  MBE/WBE certification
is also an inexpensive and effective marketing
tool that can help distinguish your business
from other potential suppliers.

Meeting the Criteria
The first step to certification is to

understand the accepted definitions of a
minority-owned business or women’s
business enterprise.  According to the leading
governing  bodies for  each type of certification,
the definitions are as follows:

••••• An MBE (Minority-owned
business enterprise)  is a for-profit
enterprise, regardless of size, physically
located in the United States or its trust
territories, which is owned, operated and
controlled by minority group members.

“Minority group members” are United States
citizens who are Asian, Black, Hispanic and Native
American.   Ownership by minority individuals
means the business is at least 51 percent owned
by such individuals or, in the case of a publicly
owned business, at least 51 percent of the stock is
owned by one or more such individuals. Further,
the management and daily operations are controlled
by those minority group members.

- National Minority Supplier Development
Council (NMSDC)

••••• A WBE (Women’s business
enterprise) is an independent business concern
that is at least 51 percent owned and controlled
by one or more women who are U.S. citizens or
Legal Resident Aliens; whose business formation
and principal place of business are in the U.S. or
its territories; and whose management and daily
operation is controlled by one or more of the
women owners.

- Women’s Business Enterprise National
Council (WBENC)

If you qualify under these definitions, you
also need to determine if certification is a fit for
your  business.   In general, it is  best if your
product or service is targeted toward large
corporations and/or government agencies, and you
have the working capital and infrastructure to
service such large accounts.  These large entities
are more likely than smaller organizations to seek
out MBE- or WBE-certified vendors in order to
diversify their supplier bases.

Even if your business is the right model and
size, and meets other certain minimum
qualifications, the ethnic or gender makeup of the
majority shareholders is not  the only—or the
most important—qualification.

Both certifying agencies consider a minimum
of four additional criteria:   personal investment
of the minority or women shareholders, actual
control and authority  over the daily and strategic
decisions of the enterprise by the minority or
women shareholders, independence  of the
minority or women shareholders, and type of
business. These criteria, while seemingly clear-
cut, can lead to traps for the unwary.

Personal Investment
Certifying bodies look for personal

investment in the  business, including cash,

expertise and contribution of assets.  They also
want to ensure that the qualifying owner, as well
as each qualifying shareholder, has a “real financial
risk” associated with his or her investment. The
theory is that an owner or shareholder with that
level of commitment will actively work in the
business to mitigate the attendant risk.

Cash is  king in proving  a personal
investment;  therefore, owners  or shareholders
who contribute cash to a business must disclose
the origin.  The WBENC requires a copy of the
check that the qualifying female owner used to
make her investment, while the NMSDC requires
proof of stock or membership interest purchase.
It is important to note that shares of stock or
membership interest certificates issued in the name
of the qualifying owner are insufficient without a
financial paper trail.

 If certification is part of your business plan,
these documents should be maintained with the
corporate record book.

Non-cash contributions, such as expertise or
a customer list, receive serious consideration, but
only if they can be valued independently and
conservatively. Therefore, it is best to provide
appropriate documentation with the application
package.

For example, if you are using your project
management expertise for your own company,
consider consulting a third-party  employment
Web site to determine the going rate for a project
manager in your geographic area.  Alternatively, if
you are submitting a customer list you developed,
approximate the revenues that you have
previously generated or expect to generate from
this type of list.

Actual Control and Authority
Certifying  bodies  also  look  for  actual

control and ultimate authority over the business
by the qualifying shareholders. This is a true
“substance over form” examination that considers,
among other things, whether the qualifying owner
signs contracts, has check-writing authority and
participates in corporate meetings.   Both
certifying  bodies  require that the qualifying
owners unilaterally  control day-to-day
operations, as well as any other major decisions
affecting the management,  control or  operations
of the business.

The MBE and WBE Certification
Process:  Why and How
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A Specifically, the NMSDC  stipulates that
applicants must not be subject  to formal  or
informal restrictions through by-laws,
operating agreements, partnership agreements,
charter requirements or other arrangements
that prevent the minority owners from making
a decision for the business “without the
cooperation or vote of any owner who is not a
minority.”

Independence
Of  all the criteria reviewed for

certification, independence is subject to the
most scrutiny since it is the area most often
abused by those seeking certification under
false pretenses.  The examination of
independence is multifaceted and can
encompass all aspects of a business’
operations.

Generally,  certifying  bodies  expect the
minority or women owners to perform the
operations  of  the business without substantial
reliance on financing or other resources of non-
qualifying persons or business enterprises.

However, banks and other traditional
financing sources are generally considered
exceptions.

Companies with  substantial ownership
by non-qualifying persons are subject to an
additional layer of examination. The rationale
behind such scrutiny is to prevent non-
minority and/or  ineligible male business
owners from  reaping financial  rewards or other
benefits for giving a qualifying owner majority
ownership on paper only.

Type of Business
Certain types of businesses are excluded

from certification. For example, the NMSDC
will only certify for-profit minority-owned
enterprises that are operating entities. Holding
companies, certain real estate investment firms
and other non-operating entities are excluded
from MBE certification.

Similarly, the WBENC will not certify
women’s business enterprises that are agents,
brokers, nonprofit organizations, manufacturer’s
representatives  or strategic alliances unless
such arrangements are standard in the industry
in which certification is sought.

Moreover, if a franchisee seeks WBE
certification, the WBENC will scrutinize the
franchise agreement to ensure that the female
shareholder has managerial control and
operational authority that is not unreasonably
restricted.

Navigating the Process
Once  you have determined your

company qualifies, obtaining certification can
be a confusing, contradictory and lengthy
process.  In fact, a large number of applicants

drop out due to the seemingly endless paperwork
required, the difficult questions a business must
answer and unfounded fears regarding site visits.

Through their local affiliates, however, the
NMSDC and the WBENC have streamlined the
process by implementing online applications and
establishing transparent rules and regulations.

To begin the process, you must be prepared
to remit confidential information such as capital
structure, financials, customer data, contracts and
other non-public information. Before doing so,
you  should take adequate steps to protect your
confidential business information—including
servicemarks, trademarks and copyrights.

The actual certification process entails
completing an application and submitting it with
a fee and requested documentation. From there,
the certifying organization will review the
application for completeness and schedule a site
visit. Following the site visit, the certification
committee will undertake a final evaluation and
board  vote.  Once the vote has occurred, a letter
of  approval or denial will  be sent to your
business.

Insufficient application information, as well
as incorrect or missing documentation, can delay
or derail the certification  of  an otherwise
qualifying  business.  Although appeals are
generally allowed, they can take  months to
process  and may not lead to a reversal of the
initial  certification denial.  Further, if your
business is  denied  certification, you  must  disclose
that fact when reapplying or when submitting an
application to a different certifying body.

Private Equity and Certification
In today’s environment, more private equity

cash is flowing into MBE- and WBE-certified
businesses, and it is heartening to see this
investment in businesses historically overlooked
by mainstream financial institutions.  At the same
time, it is important to carefully scrutinize how
such investments may impact your business’
ability to retain certification.

If you have achieved certification or are
contemplating certification in the near term, you
should  be  careful to structure your  private-
equity investment in a way that does not
compromise your  MBE/WBE status.   It is
advisable to consider potential investments with
equity funds that specialize in the MBE/WBE
area,  such as the Goldman Sachs Urban Investment
Group.

A Bright Future
Large corporations and government entities

have taken the lead in leveling the playing field for
minorities and women in corporate America.  In
fact,  according to the Center  for Women’s
Business Research, women are starting businesses
in the United States  at twice the rate of  men.
And  as  minorities  and  women  continue to
increase their buying power, MBE/WBE
certification can provide a significant competitive
advantage.

Paying careful attention to the application
process and all related requirements are the first
steps in getting your business certified and
becoming a player on the national supplier stage.

Pamela Mitchell Belyn is an Associate in the Business &
Finance group at Chicago-based Much Shelist.  She counsels
entrepreneurs and privately held companies, as well as
women- and minority-owned businesses, on a wide range of
legal, policy and business issues. Belyn has particular
experience in helping clients obtain certification as a women’s
business enterprise (WBE), or minority-owned business
enterprise (MBE). She also serves as Co-Chair of the Much
Shelist Women’s Initiative. Belyn can be reached at
312.521.2783 or pbelyn@muchshelist.com.

Leslee M. Cohen is a Principal in the Business & Finance
group at Chicago-based Much Shelist.  She leads the firm’s
Microcap practice and advises clients in a broad range of
federal and state securities law matters, including corporate
governance, ethics and executive compensation issues.  She
has represented publicly and privately held companies in
connection with mergers and acquisitions, tender offers,
public offerings and private placements. Cohen is also Co-
Chair of the Much Shelist Women’s Initiative.  She can be
reached at 312.521.2707 or lcohen@muchshelist.com.

MWIB

dblumberg
Text Box



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /Arial-Black
    /Arial-BoldMT
    /ArialMT
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




