Asian American/Pacific Islander and Other Minority Business Profile
General Profile
. From the most recent Census Bureau reports, many of the most recent immigrants are Asians & Pacific Islanders (AAPI) and Hispanics or Latinos. Five years ago, 20.7% of AAPI were native-born in US or abroad of American parents, while 45.0% were foreign-born naturalized US citizens and another 34.4% were foreign-born non-citizens.

. Of the 141 million people in the labor force, 5 million (3.9%) were AAPI. AAPI were most likely 69%) to have college or higher degrees.

. Education is one of the most important factors in economic growth, according to many economists. AAPI also had the highest participation rate.

Population Makeup and Diversity
. AAPI made up 3.6% of the total population and 12.3% of the total minority population in 2000, owned 4.4% of all US business firms, and 30.0% of all minority-owned firms in 1997. Of 912,958 AAPI-owned businesses in 1997, Chinese business owners owned 27.7%; Asian-Indians 18.3%; Koreans 14.9%; Vietnamese 10.7%; Japanese 9.4%; Filipinos 9.3%; Hawaiians 1.7%; other Asians 7.8; and other Pacific Islanders 1.7%.
. Business diversity rates averaged 11.7% for all Asian businesses, higher than the national average of 13.5%. By Asian ethnic group, the rates ranged from strong representation in the business population by Koreans at 7.9, to a much lower participation rate for Pacific Islanders at 67.5. Business sales and receipts per member of the population ranged widely among ethnic groups, from Japanese at $54,903 to Filipinos at $5,987, according to the US Department of Commerce, Bureau of Census.
Productivity, Hiring and Compensation
. Like other businesses, minority-owned businesses produce goods and services, create innovations, absorb labor and generate jobs, provide wages and salaries, and contribute to the support of government services through taxes. All of these business activities are important contributions to the dynamic American economy, says the Milken Institute.

. Of all employees hired by minority-owned firms, 48.8% were in Asian-owned firms, 30.8% in Hispanic-owned firms, 15.0% in black firms, and 6.9% in Native American-owned firms.

. The 290k Asian-owned firms with paid employees employed 2,203,080 and provided about $46.1 million in payroll. Of employees hired by Asian-owned firms, 31.40% were in Chinese-owned firms, 22.3% in Asian Indian-owned firms, 15.1% in Korean-owned firms, 11.9% in Japanese-owned firms, 5.0% in Filipino-owned firms, 3.6% in Vietnamese-owned firms, 0.9% in Hawaiian-owned firms, 9.2% in other Asian-owned-firms, and 0.6% in other Pacific Islander-owned firms. Payroll was distributed similarly by ethnicity.

. Asian firms are small, although larger, on average, than Hispanic-owned firms: 31.8% had paid employees in 1997. Asian Indian-, Korean- and Chinese-owned firms are larger, on average; their employee shares were 40.3%, 36.9% and 35.9% respectively. Asian-owned firms with paid employees had 7 employees, on average. The employment numbers varied by Asian ethnicity from 13 in other PI-owned firms to 4 in Vietnamese-owned firms. Four Asian ethnic groups—Japanese at $27,102; Asian-Indian at $25,652; Filipino at $24,220; and Hawaiian at $24,058—paid more than the $23,070 average for Asian-owned firms.
. Of minority-owned firms with fewer than 100 employees, about 47% were owned by AAPI, about 35% by Hispanics, about 15% by blacks, and about 6% by Native Americans and Alaskan Natives.

Type of Business

. Of all US businesses, 72.6% are individual proprietorships, 11.5% are C corporations, 9.5% are S corporations, 5.9% are partnerships and .5% are other. All minority groups, except Asians, were much more likely than average to choose the proprietorship of the organization, doing no more than 85% of the time. They were less likely to choose any of the other forms. Asians were an exception, being slightly less likely than average to form a proprietorship and more likely to incorporate: 71.0% of Asian-owned businesses were sole proprietorships, but 14.0% were C corporations and 10% were S corporations.

Current Environment Affecting Minority-Owned Businesses

. A study by SBA last year found $2 billion worth of contracts awarded in 2002 that were listed as going to small businesses that they were not really small. A GAO (Government Accounting Office) review in 2003 found $460 million worth of small business awards to 5 large firms in FY 2001. 

. SBA has already been considering a new rule to close the loophole since 2003. “This is not an occasional occurrence. This is a problem they’ve had for quite some time. And they seem either unwilling or unable to correct it, said Stephen Sims, VP of the NMSDC (National Minority Supplier Development Council) trade group. 
. David Cooper, a contracting specialist at GAO said the problem has been compounded in recent years by a thinning of the federal acquisition workforce that has led many agencies to award a few giant long-term contracts rather than many smaller deals that run for less time. The government is supposed to devote 23% of its contract awards to small businesses, but if an agency is already meeting that with existing contracts, it has little incentive toward new ones. However, the firms holding these contracts may no longer be small.
. The problem is further exacerbated when an agency, e.g., DHS (Defense Homeland Security) capriciously changes the definition of “small.” Its spokesman, Larry Orluskie said large companies occasionally end up listed as small in that a big firm can be considered small if it is doing work in a field where it is not a major player. A report from the House Small Business Committee decries this practice, “this major loophole is really hurting small, local businesses devastated by Hurricane Katrina.”
. At a recent House Small Business Committee hearing, new evidence came to light that SBA declined 95% of small business disaster loans following Hurricane Katrina, providing little relief to thousands of Gulf Coast small business owners that have submitted loan application so far.

. With nearly 900k small businesses in LA, MS & AL, thousands are in need of immediate disaster assistance. The high decline rates raise questions as to whether or not business owners are getting the assistance needed to make full recovery. (Minority small businesses are at a disadvantage because they don’t know where to go, they cannot afford lobbyists to work for them, and they have no trade association to advocate for them to take the matter to Congress to listen to their plight and act on their favor.)

. How many small businesses get to compete with such behemoth, as KBR (Kellogg, Brown & Root) and Halliburton who get sole-source contracts (no competition). More shocking is how KBR spent some of the money, from charges of reckless spending to chaos in distribution of supplies and profiteering by KBR executives. 
