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Executive Summary 
The Mobilization Fund 
The Mobilization Fund is a pilot fund of $1.54 million designed to help Disadvantaged Business 
Enterprises (DBEs) overcome barriers in securing financing for public contracting and to successfully 
deliver on public contracts in New Orleans. In the short term, the objective of the Fund is to provide 
capital access specifically to DBE contractors, supporting their current financial health and capacity. In 
the long term, the Fund is intended to strengthen disadvantaged businesses’ ability to bid and deliver 
on a pipeline of public contracts, access roles as prime contractors, and over time, build wealth among 
those business owners and their employees. 

Beginning in late 2016 to date, the Fund operates as a pilot program to test the concept of providing 
access to capital to DBEs that represent a higher risk from a lender’s perspective. The Mobilization 
Fund is structured as a public-private partnership (PPP) between the City of New Orleans; NewCorp, a 
mission-driven CDFI based in New Orleans; and a nonprofit collaborative, Living Cities. 

The Mobilization Fund Design 
The Fund awards lines of credit to DBEs and 
intentionally incorporates distinct features that 
differentiate it from other small business alternative 
lending programs. Primarily, these features serve to 
mitigate risk faced by the lending institution and to 
build financial training and capacity among DBE 
recipients. The features include: (1) technical 
assistance to applicants during the application process 
and throughout the life of the loan; (2) relaxed 
underwriting criteria used in application decisions; (3) a 
Joint Check Agreement, a contract between NewCorp 
and the prime contractor that ensures direct credit 
repayment to NewCorp; and (4) a draw request process 
that requires recipients to detail the purposes for each 
line of credit draw.  

Fund Performance  
Over the first year of implementation, the Fund has extended five revolving lines of credit to African 
American-owned DBEs working on public contracts in New Orleans. The performance of the Fund is 
evidenced by the number of accounts in good standing and recipients’ timely repayments. Across the 
lines of credit, all accounts have received at least one repayment and are in good standing. 

Eligibility Criteria:  
1. Signed public contract  
2. Willingness to use the Fund for payroll and 

short-term equipment/supplies related to the 
public contract  

3. Certified DBE in state of Louisiana  
4. Unlikely or unable to qualify for traditional 

financing sources 

Fund Guidelines:  
1. Maximum line of credit of $250,000 
2. Lend to certified DBEs with a public contract 
3. Relaxed underwriting criteria (i.e., low credit 

score and weak business financial history) 
4. Implement risk mitigation mechanisms 
5. Implement Fund through a knowledgeable 

institution with a record of DBE-lending 
experience 
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The financial performance of the Fund relies on its ability to extend credit to high-risk borrowers and 
be repaid. For lines of credit established in 2016, the payment trends demonstrate continued and 
regular repayment of the loan. With respect to the additional risk assumed by NewCorp by serving 
high-risk borrowers, these data offer evidence that NewCorp is in a strong position to continue 
managing this risk effectively. 

Fund Outcomes  
RTI interviewed Fund recipients and stakeholders to characterize the initial outcomes of the Fund. 
Those outcomes range from DBEs’ improved financial outlook and ability to deliver on their contract to 
reduced personal stress and increased business savvy. We describe these findings in terms of: (1) 
financial outcomes, (2) contract delivery outcomes, (3) business ownership outcomes, (4) loan process 
and management outcomes, and (5) fund partners’ outcomes and summarize the findings in the Table 
1 below. 

Table 1: Summary of Fund Outcomes  

Outcome Summary 

Financial 1) Burden of inconsistent cash flow lessened. 
2) Capital accessed that was not otherwise available. 

Contract Delivery 3) Increased ability to deliver on subcontract. 
4) Met payroll demands. 

Business 
Ownership 

5) Significant stress relief due to increased financial capacity. 
6) Increased confidence and ability to consistently manage business 

relationships with lenders, clients, and fellow contractors. 

Loan Process and 
Management 

7) Increased capacity to manage capital. 
8) Stronger understanding of overall business capacity and 

operations. 

Fund Partners’ 

9) Test new financial risk mitigation strategy without increasing the 
lender’s risk. 

10) Supported City-wide goals to expand the network of DBEs with 
successful public contract experience. 

11) Supported the partners’ mission to reduce racial disparities 
through economic opportunities for People of Color. 
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Future Considerations 

Assessing the implementation of the pilot Fund revealed important considerations for future replicated 
or scaled funds. These preliminary findings represent lessons learned from the pilot of the Mobilization 
Fund to date, including aspects that worked well and areas of opportunity. 

Primarily, the lessons apply to the Fund design itself and to the enabling environment in which the 
Fund operates. Overall, these findings highlight the early success of the Fund created by the existing 
PPP and demonstrate the importance of continued partnership across the public, private and social 
sectors.  

Design Considerations:  

1) Maintain features of the Fund design that benefit both the recipients and the lender, 
including the Joint Check Agreement and ongoing technical assistance. 

2) Extend existing informal and formal technical assistance to include bidding and contract 
negotiation training. 

3) Incorporate pre-qualification guarantees to demonstrate DBEs’ access to credit.  
4) Increase risk-sharing across the partnership. 
5) Integrate the lender’s implementation costs into the Fund’s programmatic funding. 

Enabling Environment Consideration: 

1) Retain supportive public procurements practices, including analyses of DBE availability, 
oversight of DBE-oriented procurement activity, and the creation of “downsized” public 
contracts. 

2) Increase the availability of multipurpose financing mechanisms. 
3) Establish a city-wide transparent payment system. 
4) Increase the presence of experienced DBE site monitors. 

Many of these considerations and recommendations discussed in this section are important for the 
growth of DBEs in public contracting and for the ability of the Fund to support DBEs’ long-term success 
and wealth-building. Notably, the considerations we detail in the full report are best implemented by a 
full ecosystem of well-connected and committed public, private and social sector partners. Replicating 
or scaling the current Fund—and its immediate outcomes—to meet the local demand should involve a 
convening of partners that will take these considerations into account alongside the needs of each 
stakeholder, particularly DBEs. A future fund that includes monitoring practices will also support the 
PPP’s evolution and progress. 
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Section 1: Introduction  
Federal, state, and municipal governments issue billions of dollars each year in contracts for work to be 
completed by private firms. As such, public contracting is an important source of financial opportunity 
and experience for disadvantaged business enterprises (DBEs)1 to grow and build wealth. To 
encourage opportunities for public contracting among small and socially or economically disadvantaged 
businesses in the private sector, public agencies implement policies to increase DBEs’ involvement. 

Many U.S. cities have implemented policies and created programs for DBEs. The City of New Orleans, 
specifically, is a strong example of how government uses DBE-supportive policies for economic 
development. The City has a high public procurement budget and a DBE utilization rate. The City’s 
utilization rate exceeds that of many other cities.2 In the first half of 2017, the City of New Orleans 
reflected a 47.7% DBE utilization rate (City of New Orleans, 2017) across all municipal contracts, 
exceeding the City’s 35% target.3  

This high engagement with DBEs is critical to economic development when considering the racial 
wealth disparities in New Orleans. Stark income differences have increased since pre-Hurricane Katrina 
levels; between 2005 and 2013, the disparity in median household income between White residents 
and African American/Black residents increased by 27%, growing from an income gap of $25,868 in 
2005 to $35,451 in 2013 (Urban League of Greater New Orleans, 2015). This economic outlook is 
reflected among black-owned businesses. In 2012, the average annual sales of Black-owned firms in 
New Orleans was $35,237, less than 1% of the $487,748 in annual sales experienced by White-owned 
firms (U.S. Census Bureau, 2012). The racial wealth gap is predicted to continue in the absence of 
economic opportunities oriented toward African American/Black community members and is a primary 
motivation for New Orleans’ DBE-supportive policies (Urban League of Greater New Orleans, 2015). 

Despite targeted efforts to engage DBEs in New Orleans and across the United States, these 
businesses continue to face financial and structural barriers to participating in public contracting. 
Financially, project expenses, such as materials, supplies, and employee payroll, represent substantial 
costs to small firms that lack sufficient capital on hand to meet these expenses. For many small 

                                            
1 The City of New Orleans defines disadvantaged business enterprises (DBEs) as a race- and gender-neutral term that includes 
businesses owned by socially and economically disadvantaged individuals. “By definition, a socially disadvantaged individual is 
one who has been subjected to racial or ethnic prejudice or cultural bias because of his or her identity as a member of a 
group without regard to the person's individual qualities … an economically disadvantaged individual is one who is socially 
disadvantaged individuals whose ability to compete in the free enterprise system has been impaired due to diminished capital 
and credit opportunities as compared to others in the same business area that are not socially disadvantaged.” (City of New 
Orleans Office of Supplier Diversity, 2017) 
2 This utilization rate is higher than in other cities, such as Charlotte, NC (29.4%), Seattle, WA (14.5%), and Philadelphia, PA 
(30.7%). Further, of the total $197 million in public contracts issued by the City of New Orleans over the 2016–2017 fiscal 
year, 52.5% of them were allocated for procurement of construction services. Within the construction sector, 42.8% of the 
contracts were committed to DBEs as prime contractors. 
3 This target DBE utilization figure was developed relative to an availability analysis of DBE-certified businesses operating in 
the New Orleans region and represents the proportional number of contracts to be awarded to DBEs based on the total 
number of available DBE and non-DBE businesses. 
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businesses, gaps in cash-in emerge when expenses and payments do not align; expenses and 
payments do not align when a contractor’s expenses occur on a different schedule from its 
compensation for completed work. In Louisiana, public agencies and prime contractors operate under a 
regulation that allows them to “pay when paid” or compensate contracting or subcontracting firms 
when they receive compensation themselves,4 which can result in unpredictable payouts to contracting 
firms. Contracting firms face competing payroll requirements for their employees, which require them 
to comply with the Davis-Bacon Act (U.S. 
Department of Labor, 2009), a mandate for 
contractors and subcontractors in public works 
projects to compensate employees weekly and at a 
federally mandated minimum wage.  

Further, structural challenges contribute to financial 
constraints faced by DBEs. DBEs often compete 
against existing experienced firms that have established relationships with prime contractors. To 
remain competitive, DBEs are under additional financial pressure to underbid the contracts they 
pursue. Submitting bids that are below a standard profit margin further lowers financial returns for 
DBEs and increases the financial risks of taking on contracts. Financial risk-taking and underbidding are 
often linked to a lack of business training among firm owners, an additional structural challenge faced 
by some DBEs that do not have the opportunity to learn on the job or enroll in formal training for 
business accounting, estimating, and negotiation. As a result, many small business development 
programs offer technical assistance in these skills, which are correlated with improved firm financial 
performance (Solomon, Bryant, May, & Perry, 2013). 

Financing helps DBEs and other small businesses that lack capital cover many constraints that arise 
from financial and structural barriers. However, DBEs’ access to credit is limited (Asiedu, Freeman, & 
Nti-Addae, 2012), which critically impairs these businesses’ ability to engage in the public procurement 
process. In the United States, DBEs are systematically less likely to receive financing from traditional 
lenders, such as commercial banks, regardless of the educational attainment of the owner (Blanchard, 
Zhao, & Yinger, 2008; Coleman, 2004). Additionally, some DBEs may not qualify for traditional small 
business loans, particularly those with low credit scores, irregular profits, or short operating histories. 

Financial institutions that provide access to capital for DBEs 
play an important role in expanding opportunities to grow 
businesses and build wealth. Alternative lending institutions, 
such as Community Development Financial Institutions 
(CDFIs), extend financing to small businesses that are not 
served or deemed “unbankable” by traditional lenders by 

                                            
4 Louisiana Statute 9:2784 “Prompt Pay Act” states, “If a contractor … without reasonable cause fails to make any payment to 
his subcontractors … within 14 consecutive days of the receipt of payment from the owner … contractor shall pay … penalty.” 

Davis-Bacon Act: Enacted in 1931, the 
Davis-Bacon Act is a federal law that requires 
employees working on public works projects 
to be paid at a minimum wage established by 
the Federal government. Further, contractors 
and subcontractors must complete a weekly 
payroll for all employees. 

CDFI: Community-based institutions 
dedicated to providing affordable 
banking services to low-income or 
disadvantaged individuals or groups, 
with the mission of improving their 
economic standing. 
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using alternative, or relaxed, lending criteria. In cities like New Orleans, these institutions help DBEs 
use financial resources to access the economic promise held in the high public procurement budget. 
However, not all DBEs meet existing CDFIs’ lending criteria, leaving them without access to most 
traditional and alternative sources of financing. 

The Mobilization Fund, detailed in the following section, was instituted to provide financing 
opportunities to DBE owners who cannot access credit from traditional and alternative sources, 
specifically to alleviate financial constraints for DBEs working on public contracts. The Fund 
differentiates itself among others in New Orleans given its focus on DBEs specifically and its focus on 
DBEs that have a particularly high-risk profile for lending.  

Fund partners engaged RTI International, a third-party nonprofit research firm, to understand the 
efficacy of the Fund’s pilot phase, taking place over the course of 1 year. Specifically, this assessment 
seeks to understand how the fund (1) supports DBEs’ ability to deliver on their existing contracts and 
build a future pipeline of business opportunity; (2) builds DBEs’ financial management capacity and 
improves their ability to seek and manage loans; (3) informs the loan management process for banks 
and lenders; and (4) delivers lessons for other, similar funds in the future and for operating the Fund 
at scale.  

This assessment documents the practices, processes, and lessons of the Fund. We also document the 
Fund’s performance and short-term influence on DBE recipients to characterize its outcomes to date. 
RTI collected data used in this study over the course of several months and drew from 20 individual 
interviews and a focus group of 12 individuals. We gathered additional quantitative information from 
loan application and loan performance data provided by the Fund. Additional detail on the methodology 
RTI used is included in the Appendix. 

This report discusses the findings of RTI’s assessment. Section 2 explains the design and process of the 
Mobilization Fund to provide a description of its origins and its current operation. Section 3 details the 
performance of the Fund, and Section 4 highlights its short-term outcomes and long-term potential for 
Fund recipients. Section 5 documents lessons learned and discusses these in the context of future 
operation of the Fund at scale and within the public-sector environment. 

 

Section 2: The Mobilization Fund 
The Mobilization Fund is a pilot fund designed to compensate for the limitations DBEs face in securing 
financing for public contracting and to enable DBE contractors to successfully deliver on public 
contracts in New Orleans. In the short term, the objective of the Fund is to provide capital access 
specifically to DBE contractors, supporting their current financial health and capacity. This is a first step 
toward sustainable business growth. In the long term, the Fund is intended to strengthen 
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disadvantaged businesses’ ability to bid and deliver on a pipeline of public contracts, access roles as 
prime contractors, and over time, build wealth among those business owners and their employees. To 
provide credit to DBEs that are not served sufficiently or at all by existing lenders, the Fund uses 
relaxed underwriting criteria.  

Origins and Partnership 

The Mobilization Fund is structured as a public-private 
partnership (PPP) between the City of New Orleans; NewCorp, 
a mission-driven CDFI based in New Orleans; and a nonprofit 
collaborative, Living Cities.5 The City of New Orleans’ Office of 
Supplier Diversity initiated the concept of the Fund and 
worked to garner support for it within the municipal 
government, finding strong support within the New Orleans 
mayor’s office. NewCorp and Living Cities contributed to the 
ideation of the Fund, based on their respective experiences 
and visions.  

NewCorp implements the Fund, 
which includes reviewing applications, providing technical assistance, 
granting credit lines, and overseeing repayment. The City of New 
Orleans acts as a conduit for many applicants to the Fund, often 
identified through the City’s BuildNOLA small business technical 
assistance program. The capital used to form the Fund also draws from 
this PPP and is made up of grant money from the City of New Orleans 
and a loan from Living Cities.  

Fund Pilot 

Beginning in late 2016 to date, the Fund operates as a pilot program to test the concept of serving 
DBEs that represent higher risk (requiring relaxed underwriting criteria) from a lender’s perspective. 
The pilot also provides the opportunity to understand the Fund’s short-term impact on DBE recipients. 
In its pilot phase, the Fund serves as an example from which to learn and generate lessons to guide 
the potential development of a larger-scale mobilization fund.  

Design Features 

The Fund intentionally incorporates several design features that differentiate it from other small 
business alternative lending opportunities. Primarily, these features serve to mitigate risk faced by the 
lending institution and to build financial training and capacity among DBE recipients. These design 

                                            
5 Living Cities is nonprofit corporation and national collaborative of philanthropies and financial institutions, founded in 1991, 
that “works with cross-sector leaders in cities to build a new type of urban practice aimed at dramatically improving the 
economic well-being of low-income people.” See: https://www.livingcities.org. 

Underwriting Criteria: A set of 
guidelines that must be met to ensure 
that a lender extends credit that is 
“safe.” These criteria relate directly to 
the risk that the lender takes on and 
establishes benchmarks that protect a 
lender’s risk. Criteria often include 
characteristics of the individuals or firm 
to whom credit is extended. Examples 
of underwriting criteria include credit 
scores, profit margin, or income.  
 
Relaxed underwriting criteria: 
underwriting criteria which uses less 
stringent qualifications for approval. 
 

Technical Assistance: 
one-on-one non-financial 
assistance given to business 
owners and entrepreneurs in 
the form of information, 
expertise, skills training, and 
transmission of working of 
knowledge. 
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features are (1) technical assistance given by NewCorp to 
applicants during the application process and throughout the 
life of the loan; (2) relaxed underwriting criteria used in 
application decisions; (3) the Joint Check Agreement, a contract 
between NewCorp and the prime contractor for checks to be 
made payable to NewCorp, ensuring direct credit repayment; 
and (4) a draw request process that requires recipients to detail 
the purposes for each line of credit draw.  

In addition, the Fund relies on external features within the 
New Orleans business climate that play an important role 
in its operations. The key external structures that support 
DBEs in public contracting include (1) a policy environment 
that strongly upholds and enforces DBE-supportive 
policies, such as the requirement of prime contractors and 
subcontractors to uphold DBE utilization goals; (2) 

municipal procurement practices that include sizing contracts at $2M and under to enable bids by small 
firms and DBEs, conducting annual DBE utilization analyses, and operating BuildNOLA, a training 
program for local business owners working in public contracting; (3) on-site monitoring of DBE 
compliance for major public works (e.g., New Orleans airport); and (4) high-level political will and 
strong leadership of DBE programs. 

To ensure that the Fund follows through on its mission, it requires that recipients meet certain 
eligibility criteria, which are assessed in the application process (Table 1). Further, the Fund itself has 
guidelines that direct its uses (Table 2).  

Table 1. Recipient Eligibility Criteria 

1. Signed public contract  
2. Willingness to use the Fund for payroll and short-term equipment/supplies related to the public 

contract, that are of a low enough cost to be absorbed by the line of credit over the life of the 
contract  

3. Certified DBE in state of Louisiana  
4. Unlikely or unable to qualify for traditional financing sources (i.e., “unbankable” with a minimum 

credit score of 500) 

Table 2. Fund Guidelines 

5. Maximum line of credit of $250,000 
6. Lend to certified DBEs with a public contract 
7. Relaxed underwriting criteria to accept businesses not typically eligible for traditional or 

alternative financing (related to financing risks such as low credit score, weak business financial 
history, limited business experience, rapid business expansion) 

8. Implement risk mitigation mechanisms (i.e., Joint Check Agreement) 
9. Implement Fund within a knowledgeable institution with a record of DBE experience 

Joint Check Agreement: a 
contractual agreement between multiple 
parties in which payments are made out 
to both the payee and two or more 
parties. In the case of the Mobilization 
Fund, payments are made out to 
NewCorp and the recipient.    

Draw Request: a request submitted by 
the borrower to the lender that specifies 
the amount of funds to be released to the 
borrower. In the case of the Mobilization 
Fund, requests are accompanied with 
detailed documentation on the expected 
use of the funds. 



 

6 

Fund Process  

The Fund awards lines of credit to DBE recipients using the process illustrated in Figure 1. First, 
applicants to the Fund typically hear about it through participation in BuildNOLA programming or the 
DBE site monitor, who assists DBEs on public contracting sites. DBEs submit an application, which 
includes documentation of business and personal financial status and liabilities, the intended use of 
credit, proof of a signed public contract, and a brief history of the owner’s business experience. 
Applicant firms additionally submit federal corporate tax returns for the prior 3 years; interim financial 
statements for the current operating year; and, in the case of start-up businesses, comprehensive 
business plans. Guarantors (individuals owning more than 20% of the business) also provide copies of 
personal federal tax returns for the prior 3 years, photo ID verification, and business resumes. Given 
the extent of information requested in this phase, NewCorp provides technical assistance to business 
owners in preparing the required materials. 

The underwriter’s approval/rejection recommendation is made using the Fund’s relaxed underwriting 
criteria, which dictate the relaxation of typical lending risk criteria. For instance, the Fund uses a 
minimum credit score of 500 and relaxes other criteria related to personal financial history, high debt-
to-income ratios, limited business history, unpredictable cash flows, and inconsistent internal 
accounting practices. The underwriting recommendation and application are then shared with the Loan 
Approval Committee, comprising NewCorp leadership and board members, for a final 
acceptance/rejection on the line-of-credit application.  

Third, approved recipients of the Fund’s line of credit can access the capital within 3 to 5 business days 
of approval. To access the line of credit, recipients submit a draw request that details the use of the 
pending funds being drawn; these uses directly relate to the payroll or equipment/supplies needs of 
the public contract for which the line of credit is approved. Approved draws are issued as checks to the 
business owner within 3 business days. In times of urgent need, NewCorp staff issue a check on the 
same day.  

Repayments occur through a Joint Check Agreement between the public agency or prime contractor 
(for whom the work is being completed) and NewCorp. This transaction dictates that the Fund repay 
the full amount of invoiced payments to both NewCorp and the recipient to ensure that the minimum 
credit repayments are made. Any remaining amount is immediately transferred from NewCorp to the 
recipient. In just over half of the lines of credit that were extended during the pilot phase of the Fund, 
the Joint Check Agreement was formally in place; in instances where two prime contractors did not 
agree to this stipulation, NewCorp operated under an understanding with the recipients that loan 
payments would be made immediately after receiving invoiced payments. 
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Figure 1. Mobilization Fund Process and Application to Credit Repayment 

 

Section 3: Fund Risk Structure 
Lending institutions communicate and make decisions using risk as a key metric. Risk is particularly 
important to consider in the case of the Mobilization Fund, as it is distinct from other lending sources 
primarily in the risk that the Fund assumes. The Fund’s risk stems from two key sources, first, from the 
“high risk” lenders it serves and, second, from the structure of the capital, a loan itself, that NewCorp 
draws on to extend lines of credit. In both cases, the risk, in its entirety, is assumed by NewCorp, 
which, despite this heightened risk, implements the program in order to deliver on its mission. In this 
section, we detail risk from the perspective of the lender (NewCorp) and loan recipients (DBEs), to 
characterize the overall risk involved in administering and participating in the Fund. 
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Capital Structure 

The Fund draws on $1.54 million in capital to extend lines of 
credit and is comprised of two distinct sources (Figure 2): 
(1) a loan from Living Cities, which constituted the entirety 
of the money lent to recipients ($1.29 million), and (2) 
reallocated funds from the City of New Orleans, which 
served as a loan loss reserve fund ($250,000). At the 
conclusion of the Fund’s term in 2018, NewCorp will repay 
the loan from Living Cities, with interest, and will retain the 
City’s grant. 

The risk associated with the Fund’s capital structure is the loan provided to NewCorp, which comprises 
the majority of the Fund’s capital. Living Cities’ loan to NewCorp increased the risk that NewCorp faces 
in implementing this Fund by requiring a repayment of this capital with interest at the end of the 
Fund’s term. This capital structure represents a departure from the typical model of serving high risk 
clientele, which typically would leverage grant funds, rather than at-risk dollars.   

The City of New Orleans’ contributions to the Fund reduces this risk somewhat by providing a loan loss 
reserve in the case of a loan recipient’s default. This $250 thousand is the Fund’s source of reserve 
which was reallocated for this pilot from a pre-existing city-backed small business loan fund. As a 
result, while the reserve fund secures some risk assumed by NewCorp, the reallocated funds are 
sourced from NewCorp’s original contribution to the city-based small business loan fund, which results 
in a decreased capacity to fund the pre-existing small business loan fund and does not increase 
NewCorp’s capacity to finance more businesses.  

Figure 2. Capital Structure  

 

Capital Structure: the composition of 
capital which a financial institution receives 
or sets aside to establish loans or revolving 
lines of credit to borrowers. Capital from 
different sources or with different terms 
(e.g. grant, loan) may hold different 
implications for the financial institution’s 
risk in facilitating the loan program. 
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Recipient-Oriented Risk 

A fund designed to use relaxed underwriting criteria assumes an inherently higher risk because it works 
with financially riskier business owners. The Mobilization Fund uses specific features to mitigate much 
of the risk associated with high-risk recipients. One feature is informal vetting of applicants as a way to 

reduce this risk. Through programs like BuildNOLA and on-site 
monitors, the City of New Orleans identifies DBEs that are 
struggling to meet their financial needs but nevertheless show 
potential. In our interviews, staff implementing the Fund 
suggested that this increased familiarity with applicants increases 
NewCorp’s confidence in approving high-risk loan recipients. 

Recipients themselves face no increased risk by instituting a line of credit through the Fund, relative to 
traditional financing, because the terms (e.g., interest rate) are not unlike other small business credit 
opportunities. 

As part of due diligence, when NewCorp is characterizing risk of Fund applicants, it uses several metrics 
that demonstrate a business’s financial viability and the likelihood that the loan will be repaid in good 
standing. For applicants to the Fund, risk is assessed across various dimensions, including business 
owner financials and experience, business performance over time, credit ratings, business accounting 
practices, and the feasibility of an individual to repay the loan. Given the intentional flexibility of the 
Fund’s design, the Fund affords some leniency of the risk metrics to applicants across these criteria. 
Further, NewCorp engages Fund applicants to conduct a qualitative vetting of a business owner’s 
background and the business’ trajectory, to look beyond the standard metrics of traditional due 
diligence. 

Understanding the profile of the DBEs that received this funding during the pilot provides insight to the 
risk they introduce. Standard measures of a business’s and business owner’s lending risk involve the 
financial lending history of the owner and business, represented by the credit score, and the length of 
time the business has been in operation. Relative to businesses with access to traditional credit 
sources, Fund recipients have lower credit scores, a wide range of business experience (years), and 
highly inconsistent revenues in recent years (Tables 3 and 4). The average credit score of business 
owners was 596, with the lowest score of 505. Fund recipients’ businesses were in operation for 12 
years, on average. And net income ranged from $5,000 to $30,000, on average. Considering these 
financial characteristics, traditional lenders would typically classify the Fund’s recipients as high risk 
with limited ability to repay credit.  

 

 

 

 

BuildNOLA: a training and 
capacity building program for 
local small and disadvantaged 
businesses run by the City’s 
Office of Supplier Diversity. 
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Table 3. Business Owner Credit Score and Experience 

 Average  Maximum Minimum 

Credit Score 596 668 505 

Years in Business 11.8 25 3 

 

Table 4. Firm Net Income (Historical) 

 2014  2015 2016 

Net Income (avg.) $30,297 $5,339 $30,198 

Net Income (min.)  ($23,879) ($2,998)  $0 

Net Income (max.)  $120,622  $11,941  $81,316 

 

As part of due diligence, risk is characterized using several metrics that demonstrate a business’s 
financial viability and the likelihood that the loan will be repaid in good standing. For applicants to the 
Fund, risk is assessed across various dimensions, including business owner financials and experience, 
business performance over time, credit ratings, business accounting practices, and the feasibility of an 
individual to repay the loan. Given the intentional flexibility of the Fund’s design, the Fund affords some 
leniency of the risk metrics to applicants across these criteria. 

Standard measures of a business’ lending risk involve the financial lending history of the owner and 
business, represented by the credit score, and the length of time the business has been in operation. 
The average credit score of Fund recipients was 596, with the lowest score of 505. Fund recipients’ 
businesses were in operation for 12 years, on average. 

Metrics that assess the feasibility of a business to repay a loan account for the risk associated with 
existing debt and operational income. The Debt Service Coverage Ratio (DSCR) assesses a business’s 
ability to repay a loan relative to its existing debt service, essentially representing the number of 
repayments a recipient could make relative to their net income. A DSCR metric of 1 demonstrates 
sufficient cash flow to repay only the loan with no additional debts taken on. A number higher than 1 
represents a greater ability to repay. Figure 3 displays Fund recipients’ historical average DSCR, 3 years 
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before applying for the loan. This figure demonstrates 
that, before receiving the loan, recipients were operating 
at low DSCR figures, on average, suggesting that net 
income was low or near their existing debt obligations 
even before taking on NewCorp’s line of credit. 

Figure 4 examines the affordability of a loan from the 
recipient’s perspective. The debt-to-income ratio examines 
a business’s ability to service debt based on its income 
and liabilities (expenses and debt). The comparison 
depicted in Figure 4 demonstrates a 3-year average debt-to-income ratio, based on 3 prior years of 
operation accounting for NewCorp’s line of credit and without it. On average, Fund recipients 
experience a 13% increase in this ratio, suggesting that this debt represents a significant step in 
increased liabilities relative to cash flow. This analysis, conducted at the time of the DBEs’ application, 
represents due diligence for NewCorp but also protects recipients, ensuring that they do not take on 
credit risk in excess of their ability to repay. 

Figure 3. Average Debt Service Coverage Ratio (Pre-loan), by Year 

 

Figure 4. Impact of Fund on 3-Year Debt-to-Income Ratio, Average (Guarantor)  

 
 

Section 4: Performance of the Fund 
To date, the Fund has extended five revolving lines of credit to DBEs working on public contracts in 
New Orleans. The lines of credit extended through the Fund are valued, on average, at $180,000 and 
range between $150,000 and $250,000. Recipient businesses are eligible to use funds for a specific 
contract. The contract sizes averaged $1.5 million and ranged between $700,000 and $2.1 million. All 
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lines of credit are charged at an 8% interest rate and are offered for a 1-year term. Initiated credit is 
charged at a 1% commitment fee (Table 5). 

Table 5. Characteristics of Active Lines of Credit 

 Characteristic  

Line of Credit: Average  $180,000 

Line of Credit: Minimum $150,000 

Line of Credit: Maximum $250,000 

Contract Size: Average  $1,572,964 

Contract Size: Minimum $700,000 

Contract Size: Maximum $2,600,000 

Commitment Fee 1% 

Interest Rate 8% 

Maturity Date 1 year 

  

Fund recipients are all African American–owned businesses in the state of Louisiana. All recipients have 
an active DBE certification through the City or a state licensing body. One recipient is a woman-owned 
business. The awarded DBEs provide services or products on public contracts; the majority work in 
construction. On average, these firms employ 15 employees each, but this figure ranges between 3 
and 25 employees (Table 6).  
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Table 6. Recipient Characteristics  

 Characteristic  

Percentage Minority-Owned 100% 

Percentage Women-Owned 20% 

Percentage DBE-Certified 100% 

Average Number of Employees 15 

Industries Represented Landscape architecture and construction 
(products and services) 

 

Financial Performance  

The performance of the Fund is driven by the number of accounts in good standing and recipients’ 
repayments. The Fund’s performance is particularly important to examine during the Fund’s pilot prior 
to its scale-up and expansion. Centrally, the financial performance of the Fund speaks broadly to its 
ability to extend credit to high-risk borrowers and be repaid.  

Across all lines of credit, all accounts have received at least one repayment and are in good standing. 
Figure 5 demonstrates the principal balance of each line of credit and, despite a limited time frame for 
some loans, indicates active repayment for each recipient. In cases with longer terms, this trend 
demonstrates continued and regular repayment of the loan. With respect to the additional risk 
assumed by NewCorp relative to serving high-risk borrowers, these data offer evidence that effective 
balances are in place to continue managing this risk effectively.  
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Figure 5. Principal Balance and Repayment Amount  

 

Implementation Costs 

As the lending institution, NewCorp’s implementation of the Fund requires ongoing time and effort from 
staff. These implementation activities include credit application assistance and review, underwriting, 
loan processing, and loan administration. Table 7 illustrates this additional time burden on NewCorp 
staff from administrative and implementation activities and demonstrates that the Fund requires 17% 
of NewCorp’s time to administer. This table represents the time implications, and therefore, real costs 
to NewCorp, to implement the fund, an aspect of Fund operation that is critical to acknowledge as it 
holds implications for replicated and scaled funds in the future. 



 

15 

Table 7. NewCorp Mobilization Fund Implementation Burden (Hours/Week) 

Staff Member* Hours/Week 

Underwriter 10 

Loan Administrator 12 

Support Staff 2 

Organizational Lead 6 

Total Weekly 30 

% of Time 17% 

*Assumes 40-hour work week 

The Fund pilot is an experiment to see if extending credit to higher risk borrowers will result in 
consistent and timely repayments. The Fund pilot engaged five DBEs with different histories, industries, 
and financial backgrounds. The five lines of credit extended were used for projects of different sizes, 
scopes, and applications. Importantly, each of the five DBEs remain in good standing with their lines of 
credit based on timely repayment. Each DBE recipient represents an important and unique case for 
understanding how positive financial performance can be maintained by higher risk borrowers. In this 
section, we detailed performance of the Fund from the lender’s financial perspective. Section 5 
describes outcomes of the Fund primarily from the perspective of the recipients.  

Section 5: Pilot Fund Outcomes  
This section focuses on the outcomes of the pilot phase of the Fund, specifically, the Fund’s support of 
DBEs’ improved ability to deliver on public contracts and increase their financial management capacity. 
Through interviews with Fund recipients and other stakeholders (including other contractors and City 
staff), key themes emerged that characterize recipients’ immediate outcomes. Those outcomes range 
from improved financial outlook and ability to deliver on their contract to reduced personal stress and 
increased business savvy. The following sections detail these findings by (1) financial outcomes, (2) 
contract delivery outcomes, (3) business ownership outcomes, (4) loan process and management 
outcomes, and (5) fund partners’ outcomes. 
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» Financial Outcomes 

The Fund’s pilot phase had two primary financial outcomes: 

o The Fund eased the impact of inconsistent cash flow. 
o The Fund provided capital that was not otherwise accessible. 

Each recipient described the reality of running a small business: cash flow is inconsistent; therefore, 
working capital is tightly constrained. A variety of factors contribute to this constraint. For example, 
delayed and unreliable client payments, spikes in client demand, staffing changes, and unexpected 
fluctuations in material costs contribute to financial variability. In addition, the “pay when paid” 
stipulation requires payment to subcontractors only after the prime contractor is paid, causing 
substantial payment delays for subcontractors. Currently, few prime contractors are DBEs. One 
interviewee noted that this legislation is a key challenge for DBEs and other small businesses because 
“you know what’s coming in, but you don’t know when.”  

The Fund helped ease these financial constraints. Access to the line of credit acted as a critical 
“bridge” within recipients’ finances. Financial constraints and other aspects of running a business 
create financial peaks and valleys that are particularly difficult to manage without a source of credit. 
Further, the start-and-stop payment cycle of public contracting does not support business owners’ 
financial resiliency. Interviewees agreed that this Fund offered reliable credit that “stabilizes the 
situation.” As a result, DBEs described their access to the Fund as necessary to smooth their financial 
outlook and meet constantly changing demands. One recipient described operating a business without 
working capital as follows: “it’s like both legs are broke and you’re trying to limp up an escalator that is 
going down.”  

The Fund also provided a new and necessary access point to capital. Fund recipients tried to 
access credit through traditional banks and lenders and were either denied or approved for small-scale 
loans. In some cases, before learning about the Fund, DBEs resorted to filling their financial gap 
through predatory cash merchants or personal financing such as a house lien. In most cases, 
interviewees identified racial prejudice as a primary barrier to getting loans from traditional banks and 
lenders. They shared several examples of rejected applications despite long-standing relationships with 
a bank and prior history of full loan repayment. One recipient witnessed a white colleague apply for 
and receive three times the credit line that the DBE received from the same bank, even though their 
white counterpart had a lower credit score and no loan history. For these recipients, “this [Fund] is the 
best thing in the world to happen to Black businesses.” 

Other stakeholders who work directly with each Fund recipient affirmed the limited capital options for 
DBEs. Each recipient sought this Fund because “they’ve already been denied or underserved by 
traditional banking … this is lending of last resort.” Stakeholder interviewees unanimously recognized 
that “these businesses need consistent cash flow to stay alive, succeed and grow.”  
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Without this access, all recipients stated that they could not meet the financial demands of their 
current public contract, including substantial payroll fluctuations and heightened equipment and supply 
requirements. One recipient spoke about the effect of unexpected, but necessary, changes in their 
payroll to meet their contract demands: “I was not in the financial shape to take this on … the Fund 
saved my entire business from going under. I would have folded because of this contract.”  

Nearly every DBE shared a similar example. One recipient confirmed: “I wouldn’t have been able to do 
[this] job without the Fund. I don’t have other sources of credit to explore and I would have had to 
walk away otherwise. Who wants to walk away from [such a major] opportunity?” They added that the 
Fund’s terms are favorable, and the flexibility of the credit line enabled on-time payments to their 
supply vendor. Without this assurance to the supply vendor, “my business would get shut down.” 

As indication of the Fund’s financial impact, stakeholders noted Fund recipients’ high rates of 
repayment, consistent delivery of work for their current contract, and new requests for credit as a 
result of an expansion in their contract or new contract opportunities. The line of credit has enabled 
each DBE to “actually run a business versus constantly hustling” to fill the gaps in their finances. 

» Contract Delivery Outcomes 

The Fund’s pilot phase had two primary contract delivery outcomes: 

o The Fund increased DBEs’ ability to deliver on their contract. 
o The Fund ensured that each DBE met its contract’s payroll demands. 

The Fund heightened recipients’ ability to deliver on their public contract. The credit line reduced 
their immediate financial barrier and allowed recipients to focus on providing high-quality products and 
services. One recipient noted that “before I had this line of credit, I was knocking on wood and hoping 
that all of my accounts billable would come in on time. There’s a lot of stress involved in this business.” 
After the Fund, this recipient was able to refocus on day-to-day priorities, better support their staff, 
and ensure a higher quality of work.  

Each DBE stated that their ability to deliver on their contract would be severely diminished without the 
Fund. In many cases, the recipient “would have had to walk away” completely, particularly as a result 
of their payroll demands.  

Payroll was described as the largest source of stress that detracts from contract delivery. When one 
recipient made their first draw from the line of credit, their immediate response was “now I can focus 
on doing a great job, instead of working out how to make payroll.” Another recipient described the 
direct implications of the Fund on their contract obligations: “the ability to meet payroll demands 
means that you can have more ‘guys’ out there delivering on the work.” They added that “you can float 
material for a little while, but you have to make payroll.” In one case, a recipient was nearly a month 
behind their delivery schedule. The Fund provided the financial resources necessary to reduce the 
delay to 3 days. DBEs described the implications of the Fund on their contract as straightforward. One 
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summarized this logical progression: “without this line of credit, I can’t get the right supplies, pay the 
people I need to pay, or get the right expertise in-house.” 

An interviewee who works with Fund recipients illustrated the snowballing effect of insufficient payroll 
capital:  

Without the right financing, the DBE cannot hire skilled people, which makes their work 
inefficient. Then they get behind on the job, and any small or unexpected delay or change 
crashes their ability to finish. Delays also diminish their ability to retain skilled staff. Since 
the Fund, there are more people on site and [the DBE’s] financial concerns are no longer 
the primary discussion topic. Instead we can talk about the work itself. 

This sentiment was mirrored by each business owner who detailed their pre- and post-financing 
ability to begin contract work and, most importantly, finish the contract as a stronger business.  

» Business Ownership Outcomes 

The Fund’s pilot phase had two primary business ownership outcomes: 

o The Fund reduced DBEs’ biggest stress as a business owner: making payroll. 
o The Fund increased DBEs’ confidence and positively affected their relationships with their 

lender, their clients, and fellow contractors. 

The Fund eased recipients’ personal stress about their business’s financial security, increasing their 
ability to handle the full scope of their ownership responsibilities. For each DBE, delivering on their 
contract was only one of several key stressors. Recipients were acutely aware that their employees’ 
livelihoods are closely tied to the financial success of their business. For these interviewees, the impact 
of their DBE on their employees’ lives was a paramount concern. As a result, DBEs immediately 
identified one of their biggest fears as failing to pay their staff. Recipients took pride in the jobs that 
they provide as the business owner and felt responsible for the impact of unstable employment on their 
staff and their families. One interviewee summed up this sentiment: “If you can have payroll made, 
you have peace of mind.” 

Interviewees reflected on how this constant pressure affects People of Color as they try to build a 
sustainable business. The sense of responsibility and level of personal stress were particularly evident 
as DBEs spoke about the institutional prejudice they face as an African American business owner. To 
be a reliable employer, recipients highlighted how “our road is a littler different.” They described 
navigating a system of racist assumptions by “[being] ten times better than the other guys.” Another 
recipient described the multiple times contractors commented how “surprised they were that I worked 
that hard and did such a good job.” For these recipients, the Fund represented a fair chance to build a 
strong business, not only for themselves but also for all of their employees. 
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The decreased strain that recipients identified also increased their self-assurance and, as a result, 
strengthened their business relationships throughout their professional network. For DBEs, the line of 
credit was an essential source of confidence in their work: “that kind of confidence—it changes 
everything about your work and your business. There is not another feeling like it.” For most recipients, 
this confidence is a source of positive opposition to the “hand out mentality” they often face on the 
construction site. 

This shift in mentality is apparent to other stakeholders as well. Those who interact regularly with 
these recipients noticed how their reduced financial stress positively affected all their relationships, 
including interactions with their lender, clients, and fellow contractors. The collaborative approach to 
their contract delivery enabled proactive conversations about future needs related to the contract. 
These lower-stress relationships ensured that the recipient did not have to “struggle alone, [but 
instead] learn alongside non-judgmental partners.” 

» Loan Process and Management Outcomes 

The Fund’s pilot phase had two primary loan process and management outcomes: 

o The Fund process increased DBEs’ capacity to manage capital. 
o The Fund provided opportunities for DBEs to better understand their business. 

Participants found the loan process “simple and seamless.” The application, as well as NewCorp’s loan 
management practices, incorporated technical assistance alongside the key loan design elements. 
These features reduced recipients’ financial strain and improved their ability to manage the line of 
credit.  

Through the application process, NewCorp detailed precisely how credit lines work. One recipient 
reflected that the staff “took the time to ensure that I knew exactly what I was getting, and how to 
utilize the fund for success.” This recipient added that managing the loan alongside NewCorp 
strengthened their ability to do the back-office accounting: “opening a line of credit [with NewCorp] 
has made me smarter and wiser with money.” 

The Fund is set up to offer multiple points of oversight as recipients make draw requests and deposit 
payments. This process incorporates opportunities to review the recipient’s overall business 
operations. As DBEs managed the line of credit, consistent interaction with NewCorp created 
dedicated time to evaluate their expenditures on a rolling basis and manage their income alongside 
knowledgeable partners. NewCorp is described as a “place of trust and honesty” where DBEs can 
explore the ins and outs of their business rather than “sweat out your issues alone.”  

Recipients viewed the promptness of NewCorp’s loan application process and management practices as 
key to their current success. Recipients described how NewCorp staff “go the extra mile” and 
understand the urgent needs of small businesses yet incorporate critical steps that support increased 
financial literacy. Recipients noted how often DBEs are set up to fail on public contracts because of 



 

20 

limited financial capital and low capacity to manage the work to completion. This Fund created an 
opportunity for DBEs to both access capital and grow their capacity. 

» Fund Partners’ Outcomes 

The Fund’s pilot phase had three Fund partners’ outcomes: 

o The Fund enabled all partners to test a new financial risk mitigation strategy without 
increasing the lender’s risk. 

o The Fund supported City-wide goals to expand the network of DBEs with successful public 
contract experience. 

o The Fund supported the partners’ mission to reduce racial disparities through economic 
opportunities for People of Color. 

NewCorp, the City of New Orleans, and Living Cities partnered to create a pilot Fund that would test 
the viability of a high-risk lending program and explore the potential impacts for local DBEs. Their 
goal was to determine how structured credit access can help DBEs “generate a more viable business 
that [positions them] to compete on the next contract.” As a part of this pilot, the program included 
loan design elements like the Joint Check Agreement and one-on-one technical assistance. As a result, 
local stakeholders saw a difference in the traditional lender–lendee relationship as well as behavior 
change in recipients’ capital management capacity. Technically riskier recipients have not resulted in 
negative financial outcomes for NewCorp, which reflects positively on the goals of the pilot. 

Stakeholders recognized this immediate result as a primary benefit of a lender–lendee relationship built 
on a shared mission: equitable capital meant to build a network of resilient DBE businesses. In fact, 
recipients described their repayment goals in relation to other businesses who need similar access. One 
DBE said: “I don’t want to lock up this capital; how then would other DBEs benefit?” The Fund partners 
found this ecosystem approach collaborative, less stressed, and the opposite of individualistic lending 
practices. The pilot Fund enabled interactions between the lender and lendee that were productive 
“rather than contentious.”  

As a result of this environment, recipients began to proactively pay more than what was immediately 
owed. One interviewee explained that lendees typically determine the precise amount billed to the 
prime contractor, deposit only that amount, and keep any additional resources until the next payment 
is due. Instead, Fund recipients have started to apply the entire amount paid by their prime contractors 
toward their credit line repayment. This change in behavior implies that recipients have less financial 
strain and greater capacity to manage capital. As one stakeholder questioned, “how long are the arms 
of technical assistance?”; another stakeholder highlighted their biggest surprise: “these business 
owners are savvy and bring a level of sophistication to financial resources that was unexpected.”  

This same stakeholder added that local DBEs are ready for access to greater capital. The partners and 
Fund recipients identified a pipeline of businesses that would benefit from this Fund. This pipeline is 
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critical considering City-wide goals to expand and strengthen a network of DBEs, particularly those who 
could become prime contractors. As an immediate result of this pilot, more DBEs are positioned to 
successfully deliver on public contracts. One recipient noted that “without this Fund, I wouldn’t 
consider looking for contracts like this in the future.”  

This Fund also provided an assurance of capital for DBEs that have been unfairly and illegally removed 
as subcontractors in the past. A reason often provided in this circumstance is a lack of financing. 
Access to a line of credit represented security within an industry that interviewees characterize as 
biased at best. 

As evidenced by nearly all interviewees, racial disparities in New Orleans result from historical and 
structural racism. This Fund enabled equitable practices that gave People of Color access to necessary 
capital to stabilize and grow their businesses. Recipients pointed out that “this fund is exactly what’s 
needed to actually help a company grow based off of government contracts.” Furthermore, recipients 
created new jobs as a direct result of their public contracts. Without this Fund, many recipients 
declared an inability to deliver on their contract, reducing their need for additional staff. The Fund 
supported the partners’ job creation goals and also contributed to their mission of racial equity and 
inclusion.  

Section 6: Long-Term Potential 
In addition to the immediate outcomes of this pilot, recipients anticipated lasting benefits as a result of 
their participation. The potential impacts include increased credit worthiness, business growth, and a 
strong reputation within the business community. The long-term potential was summarized in the 
following two ways: 

o The Fund supported DBEs’ steps to increase the long-term financial health of their businesses. 
o The Fund helped DBEs build credibility with other contractors and the City of New Orleans—a 

key step in growing a pipeline of contract opportunities.  

Recipients noted that improved credit scores and other metrics that prove credit worthiness do not 
happen quickly. The line of credit through the Fund, however, represented an important step for 
increasing these metrics to meet traditional banking standards. Their ultimate desire is to “graduate” 
from this program with greater eligibility for multiple financing options to fulfill their capital needs. 

Recipients described how experiencing less financial stress has allowed them to refocus their priorities 
in the short term and concentrate on long-term next steps to promote stronger financial health 
within their businesses. Examples of these next steps include strategic staff hires, dedicated time to bid 
on new work, efforts to build a funding stack of financial options, and the incorporation of the strong 
financial practices learned from their Fund experience. In fact, recipients identified this Fund as a key 
opportunity to integrate financial practices, such as up-to-date accounting, into their daily activities so 
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that they start from a stronger position on future contracts. For many recipients, a strong start 
revolved around hiring and retaining the right staff rather than hiring short-term labor to meet 
immediate contract demands. Without the necessary capital, staff retention falters and, as one DBE 
pointed out, “you can’t grow [your] business with all accounts billable.” 

In addition to the immediate ability to deliver on their contract obligations, recipients emphasized this 
current success is a direct opportunity to build their reputation and business relationships. DBEs and 
other interviewees described the necessity of a good reputation and strong relationships for a more 
stable pipeline of contract opportunities. One recipient noted the two key elements of business growth: 
“besides access to capital, the thing for Black contractors is building credibility.” This Fund represents 
the capital DBEs need to build that credibility. Another recipient commented that “[these 
contractors] now have my resume, which puts [this business] front and center for future opportunities 
… The contract represents ‘good exposure’ and opportunities to build new relationships—which is key 
in the construction industry.” Another recipient noted that their contract has already been expanded 
twice. 

The Fund was described as a path to reliable business outcomes that eventually lead to prime 
contracting. Illustrated in Figure 5, many interviewees explained the process of building a track record 
of public contract successes to eventually bid as a prime contractor. Recipients and other stakeholders 
agreed that bidding as a prime contractor on a public contract enables larger profit margins, hirer rates 
of job creation and business expansion, and opportunities for long-term business wealth creation. 

Figure 5: Cycle of Subcontracting to Prime Contracting 

 

 

Section 7: Future Considerations 
Assessing the implementation of the pilot Fund revealed important considerations for future replicated 
or scaled funds. These findings represent lessons learned from the pilot of the Mobilization Fund, 
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including aspects that worked well and areas of opportunity. In this section, we detail these lessons 
and suggest specific changes for future implementation. 

Primarily, the lessons apply to the Fund design itself and to the enabling environment in which the 
Fund operates. These findings highlight the early success of the Fund created by the existing PPP and 
demonstrate the importance of continued partnership across the public, private and social sectors. The 
first section details the design implications of the current Fund on the partners’ next steps. This 
discussion centers on the following five topics:  

6) Maintain features of the Fund design that benefit both the recipients and the lender, 
including the Joint Check Agreement and ongoing technical assistance. 

7) Extend existing informal and formal technical assistance to include bidding and contract 
negotiation training. 

8) Incorporate pre-qualification guarantees to demonstrate DBEs’ access to credit.  
9) Increase risk-sharing across the partnership. 
10) Integrate the lender’s implementation costs into the Fund’s programmatic funding. 

The second section specifies how the enabling environment of the PPP can retain and expand positive 
policies and practices to continually support DBEs’ progress. This discussion focuses on the following 
four topics: 

5) Retain supportive public procurements practices, including analyses of DBE availability, 
oversight of DBE-oriented procurement activity, and the creation of “downsized” public 
contracts. 

6) Increase the availability of multipurpose financing mechanisms. 
7) Establish a city-wide transparent payment system. 
8) Increase the presence of experienced DBE site monitors. 

» Considerations for Fund Design 
 

The Fund was designed to manage “high risk” lending to DBEs, as defined by traditional banks and 
lenders. Three critical features of this design, are important to retain for future fund operations. 
These include: (1) a qualitative approach to DBE business vetting; (2) the Joint Check Agreement; and 
(3) one-on-one, ongoing technical assistance from application throughout the life of the loan. These 
features played a pivotal role in reducing both NewCorp’s and the recipients’ financial risks.  

The vetting process of DBE applicants was important to the credit approval process as it looked beyond 
the standard metrics of financial risk.  Typically, lenders review an applicant based solely on financial 
characteristics. NewCorp, however, worked intentionally to understand each applicant’s background, 
entrepreneurial decision-making, and business needs, in order to make an approval decision. From the 
perspective of NewCorp, this qualitative approach formed a comprehensive picture of a DBE’s potential.  
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The Joint Check Agreement functioned as an important guarantee for repayment on recipients’ lines of 
credit. The Agreement was a mandatory deposit that instilled strong financial habits into recipients’ 
contract management practices. This repayment mechanism also created additional opportunities for 
technical assistance, as it required consistent communication between the lender and the recipient. 

Technical assistance provided through the Fund improved recipients’ financial behaviors, resulting in an 
increased capacity to “use credit wisely”. This assistance primarily came via informal counseling 
delivered over the course of the loan process, and formally integrated components, such as the draw 
request process. This integrated approach to building capacity was important for meeting recipients’ 
immediate needs, cultivated an atmosphere of learning, and reduced the partners’ risk. Risk decreased 
as NewCorp and City staff engaged in a continual loop of proactive problem solving with the recipients 
—both on the construction site and in the loan office. Further, NewCorp staff had regular opportunities 
to oversee recipients’ loan management. 

The expansion and formalization of technical assistance resources may further improve recipients’ 
financial outcomes. All recipients and stakeholders identified a need to extend capacity-building 
efforts in the future. An extension of one-on-one technical assistance could improve DBEs abilities to 
(1) develop responsible submissions in competitive bidding processes, and (2) negotiate contracts. 
Additional technical assistance may include coordinated training delivered by NewCorp, the City’s 
BuildNOLA program and other key capacity builders in the region.  

The Fund could increase its service to DBEs by incorporating a pre-qualification guarantee in the 
future. Recipients stated that a guarantee of credit access would increase their competitiveness on a 
bid by assuring prime contractors that the DBE could deliver on the contract. This would further serve 
DBEs by reducing the risk they assume in signing a contract without assurance that they can 
immediately meet the capital needs themselves. Recipients suggested this would encourage them to 
bid for contracts and add to their confidence throughout the contracting process.  

Restructuring the terms of the capital to share risk across the PPP will reduce the risk assumed by 
NewCorp and increase their ability to operate the program. While the current pilot was set up 
intentionally to utilize short-term, at-risk funds, a grant or long-term loan could ease this risk burden 
for future partners. This grows in importance when considering a scaled fund, as the fund’s risk will 
grow proportionally. This risk associated with capital can be mitigated by creating a pool of grants from 
a multi-stakeholder partnership, or combining philanthropic funding with a shared-risk pool of loans 
and social investments.  

Acknowledgement of the burden on capacity and implementation costs incurred by NewCorp in 
facilitating this Fund should also be considered for the fund’s future. As the Fund expands to additional 
recipients, NewCorp’s capacity to manage the fund will be limited, unless it is supported by additional 
resources. As noted in Section 3, this Fund required nearly 1 FTE of NewCorp staff to implement. This 
estimation does not include the full scope of NewCorp’s spent resources or the City’s staffing and 
financial commitments. At scale, these costs will increase, as will the burden on NewCorp’s capacity, 
making NewCorp’s capacity to administer the fund a priority. Building the capacity of local CDFIs such 
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as NewCorp supports a fuller mission of growth and stability for communities throughout New Orleans. 
A detailed projection of these amplified implementation costs may outline the resource needs at scale 
for the Fund to operate.  

» Considerations for the Enabling Environment  
 

Intentional public procurement practices support DBE engagement in the public contracting 
marketplace. These locally-enacted policies lower DBEs’ barriers to participation by creating an 
environment in which small businesses can compete.  

Availability analyses6 present an objective determination of DBE participation and communicates the 
proportion of the sector that is accessible to DBEs. According to most interviewees, this contract-
specific analysis creates a realistic standard for prime contractors to meet. Continuing to provide this 
objective assessment gives a basis for policymakers and others engaged in public contracting to 
maintain DBE-supportive policies. 

Close oversight of DBE-related procurement procedures ensures that policies are enforced and are 
defensible in the legal system if contractors are in breach of their contract with the City or a DBE 
subcontractor. The City has also demonstrated a willingness to hold contractors accountable who do 
not fulfill their DBE obligations by suspending payment or re-opening a bid process as a result of a 
contractor’s breach of contract. The City’s leadership and staff show high levels of commitment to the 
DBE community. Continuing these practices are critical to a future Fund. 

Deliberate downsizing of public contracts to align with small, DBEs’ capacities creates opportunities for 
DBEs to bid on contracts that they would otherwise be ineligible to pursue. Contracts of $2 million and 
over are difficult for small businesses to complete due to the high financial costs required to complete 
the work. Sizing contracts to smaller values allows for DBEs to engage in public contracting while 
remaining financially responsible.   

Interviewees identified several options to and expand DBEs’ access to multipurpose financing 
mechanisms. Credit opportunities for small businesses often serve specific business purposes. A mix 
of available funding opportunities or “funding stack” would serve a range of business needs and could 
help DBEs to grow their business wealth over time. For instance, a line of credit available for a longer 
term—outside of a single contract—would support a DBE’s ability to retain staff as they build a pipeline 
of contracts or fill a financing gap for higher capital equipment purchases. The City and other 
stakeholders serving the New Orleans community can consider offering mobilization funding or 

                                            
6 Certified DBEs are identified via multiple federal, state and local databases to count the number of contractors within the 
marketplace categorized for the trade most closely associated to the City’s Request for Proposal (RFP). Then the 
establishment totals associated to the same trade are identified through the County Business Patterns NAICS codes (via the 
Census Bureau). The available DBEs is calculated as a percent of the County Business Patterns totals. This percent is adjusted 
based on multiple factors including the average DBE performance across past projects to reach a feasible DBE participation 
requirement for the RFP. This process mirrors the standard detailed by the U.S. Department of Transportation. See: 
https://www.transportation.gov/osdbu/disadvantaged-business-enterprise/tips-goal-setting-disadvantaged-business-
enterprise.  
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extending pre-billing opportunities for subcontractors. These options could significantly reduce the 
challenges introduced by bonding requirements and the state’s “pay when paid” regulation.  

Establishment of a transparent and regulated payment system for contractors across all public 
contracts could reduce time-based financial constraints facing DBEs. In turn, DBEs who are able to 
operate from their receivables increases their ability to be profitable. Stakeholders described the 
payment stipulations and transparent system for the Louis Armstrong International Airport expansion, 
which has eased many DBEs’ financial constraints working on the airport project. Prime contractors 
must pay their subcontractors within 7 days of receiving their payment. Paired with this requirement, 
all payment amounts and dates can be viewed in a transparent payment system that all contractors 
can access. The promptness of payments requires DBEs to carry less financial burden, and the 
payment system promotes accountability and timely billing. This reduced financial burden on DBEs and 
further reduces NewCorp’s risk by increasing the likelihood of DBEs’ on-time loan payments. For other 
public contracts, subcontractors risk floating their payroll, supplies, and other costs for 30 to 60 days—
at times longer based on recipients’ experiences. Interviewees highlighted that such payment delays 
can put some DBEs—and other small contractors—out of business. A comprehensive payment system 
for all public contracting could mirror the success of the Airport expansion payment structure.  

Lastly, the City can expand their use of site monitors working on site daily. At the Airport, site 
monitors play a critical role in managing on-site conflict, communications, and collective decision 
making processes between contractors. The site monitor supports the City’s DBE goals first and 
foremost. However, an experienced monitor also acts as a neutral mediator between prime contractors 
and DBEs to not only ensure compliance, but also to facilitate interactions, as parties navigate projects 
together. All interviewees confirmed the value of knowledgeable site monitors. This role would be a 
critical aspect of an enabling environment for DBEs.  

Many of the considerations and recommendations discussed in this section are important for the 
growth of DBEs in public contracting, but also for the ability of the Fund to support DBEs’ long-term 
success and wealth-building. Notably, the considerations described throughout this section are best 
implemented by a full ecosystem of well-connected and committed public, private and social sector 
partners. Replicating or scaling the current Fund—and its immediate outcomes—to meet the local 
demand should involve a convening of partners that will take these considerations into account 
alongside the needs of each stakeholder, particularly DBEs. A future fund that includes monitoring 
practices will also support the PPP’s evolution and progress. 

Section 8: Conclusion  
The pilot Fund served three key objectives in the short-term. First, to meet local DBEs’ financial gaps as 
they deliver on public contracts. Second, to improve DBEs’ financial management capacity. And, third, 
to “test” the financial performance of a Fund which lends to “high risk” businesses. This study provides 
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a point-in-time review of the Fund’s first year of operation and synthesizes how this pilot informs future 
funds created with a similar mission.  

The Fund fulfilled a financing demand not served by the traditional or alternative lending markets; all 
of the current Fund recipients experienced challenges accessing credit for their businesses. Recipients 
were able to leverage credit from the Fund to continue their work on existing public contracts. In fact, 
many suggested that their continued work may not have been possible without this financing. Further, 
recipients attributed positive financial and non-financial outcomes to the Fund.  

The recipients’ outcomes were four-fold:  

1) Financial: DBEs’ accessed financial capital that is otherwise unattainable. This capital eased 
the impact of their business’s inconsistent cash flows. 

2) Contract Delivery: DBEs’ ability to deliver on their contract increased, and each recipient met 
their payroll demands. 

3) Business Ownership: DBEs’ biggest stress—making payroll—was reduced, enabling higher 
quality work. DBEs’ confidence increased, which positively impacted their business relationships. 

4) Loan Management: DBEs’ gained a better understand the role of financing within their 
business model, and have increased their capacity to manage capital. 

Partners of the Fund experienced outcomes that include: 

1) Risk Mitigation: A new strategy to mitigate financial lending risks was tested. 
2) DBE Network: The network of DBEs with successful public contracting experience was 

expanded through support of this Fund. 
3) Racial Disparity Reduction: This Fund supported a strategy to increase the economic 

opportunities for People of Color. 

This assessment also details the perceived long-term potential of the Fund. Recipients felt that the 
Fund would increase their business’s overall financial health and build their credibility within the public 
sector procurement marketplace, helping to secure a pipeline of contract opportunities. Stakeholders 
and recipients alike felt that financing was critical to sustained participation in public contracting, which 
in turn was requisite to grow businesses and generate wealth among DBE owners. 

From a financial perspective, the pilot answered a key question of the assessment: does lending to 
“high risk” businesses preclude a responsible financial performance of the Fund? The five diverse 
businesses which participated in the Fund pilot retained lines of credit in good standing and with timely 
repayment. They represented a wide range of business histories and financial backgrounds, working on 
public contracts of different sizes and scopes. The recipients represent examples of positive financial 
performance by higher risk borrowers.  

Piloting the Fund over a one-year period revealed several considerations of how to replicate or scale 
the Fund. These considerations focus on the Fund design itself and the enabling environment in which 
it operates.  
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• The fund design should maintain features that mitigate risk and instill positive financial 
behaviors among recipients, such as the Joint Check Agreement.  

• Formalize and expand the technical assistance provided through the Fund for purposes 
beyond the application phase, including bidding and contract negotiation.  

• Structure the lending capital to share the risk across partners and decrease the financial and 
risk burden on the lending partner. Funding should not increase the risk faced by a single 
lender and should integrate the lender’s (or lenders’) implementation costs.  

• The enabling environment in New Orleans should maintain the DBE-supportive 
procurement practices and resources in place, such as “downsized” contracts, conducting 
DBE availability analyses, and placing DBE site monitors on public works projects. 

• Resources should be directed to grow the number and breadth of available financing 
mechanisms to DBEs that serve purposes beyond short-term project funding, such as bonding 
or capital expenditures. 

• Establish payment systems that promote transparency within the contractor payment 
process on public works projects broadly. 
 

The Fund tested a strategy for lending to “high risk” DBE borrowers. From a financial perspective, this 
resulted in timely and consistent repayments on all credit lines. From the perspective of recipients, the 
outcomes of Fund participation were myriad and extend to financial and non-financial benefits. This 
pilot demonstrates that, with specific criteria to manage risk, “high risk” lending can be effective in 
delivering benefits for DBEs to successfully complete public contracts and continue to build their 
business capacity.    
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Appendix 
Methodology 

This assessment used a mixed-methods approach to document information about the processes, 
performance, and outcomes of the pilot Fund. Between July and September 2017, the RTI team 
conducted structured interviews with 20 and individuals affiliated with the loan, conducted one focus 
group, collected quantitative loan information, and analyzed and reviewed qualitative and quantitative 
data. In September 2017, the RTI team held a discussion of preliminary findings with members of the 
Fund’s partnership in New Orleans, including a thought exercise on implications for scaling the Fund. 
RTI analyzed all qualitative data using thematic analysis.  

Individual Interviews 

RTI conducted key informant interviews in New Orleans during August 2017. Interviews were 
conducted with business owners of all five recipient DBEs, including some co-owners and business 
managers. Interviews were also completed with two applicants to the Fund that were not approved by 
NewCorp. Employees of three prime contractors working on a public contract with a Fund recipient as 
well as two employees of prime contractors that work with DBEs not participating in the Fund were 
interviewed. Additionally, the RTI team interviewed employees at NewCorp and the City of New 
Orleans.  

Focus Group 

A focus group was held in August 2017 with members of the New Orleans Airport DBE Committee, 
which included City representatives from the Office of Supplier Diversity, the Airport’s DBE compliance 
officer, and employees or DBE-specific program managers of the four prime contractors involved in the 
airport construction project. 

Loan and Business Data 

Information about the financial and business histories of loan recipients and loan applicants was drawn 
from a detailed review of applications and loan draw and repayment histories supplied by NewCorp.  

 


