
  
 

 
PUBLIC COMMENT ON THE OMB PROPOSED RULE 
 
Small businesses are the backbone of America’s economy — not in theory, but in the most 
practical, visible ways. They anchor commercial corridors, employ local residents, and keep dollars 
circulating in communities that large corporations often overlook. Federal assistance programs are 
one of the few stabilizing forces small businesses can rely on. They were built over decades to 
ensure that federal dollars reach the communities and firms they were intended to support, 
consistent with Congress’s mandate in 15 U.S.C. § 631(a) that small businesses receive a “fair 
proportion” of federal contracts. 
 
The proposed OMB rule would dismantle many of the access mechanisms that make federal 
participation possible for small firms. Under OMB-2026-0034 §200.102(b)(2) and §200.319, the rule 
narrows the definitions and procurement standards that agencies may use to conduct outreach or 
consider supplier-diversity factors — despite Congress requiring such mechanisms under 15 U.S.C. 
§ 644(a)–(g) and 15 U.S.C. § 637(d). In my work with small businesses and cities across the country, 
I see how fragile these ecosystems already are. Removing outreach, supplier-diversity structures, 
and entry pathways does not create fairness — it opens the door for large corporations to dominate 
even more of the federal marketplace. 
 
OMB’s proposal is built on a false premise: that removing access mechanisms creates 
neutrality. It does not. It creates consolidation. By restricting targeted outreach and technical 
assistance under §200.208 and §200.340, the rule assumes small businesses and large 
corporations enter federal markets with equal visibility, equal capacity, and equal resources. They 
do not. Neutrality in a structurally unequal system is not fairness — it is abandonment. 
 
Congress has repeatedly affirmed — in the Small Business Act (15 U.S.C. § 631 et seq.), the DBE 
statute (49 U.S.C. § 47113; 23 U.S.C. § 140), and federal procurement law — that small-business 
participation is a national economic priority, not an optional feature. This rule moves in the 
opposite direction by weakening the very mechanisms Congress intended to protect. 
 
 
How the Rule Cuts Small Businesses Out 
Small businesses cannot compete for opportunities they never hear about or navigate systems they 
were never trained to use. Outreach, technical assistance, DBE protections, and the SBA 8(a) 
program are not “extras” — they are the only mechanisms that allow small firms to be seen, 
understood, and evaluated fairly. 
 
Under §200.319 and §200.321, the proposed rule restricts the ability of agencies and pass-through 
entities to consider supplier-diversity practices — despite Congress requiring such practices under 
15 U.S.C. § 637(d) (subcontracting plans) and 49 U.S.C. § 47113 (DBE participation). Under 
§200.332, it shifts additional administrative burdens onto small subrecipients without providing the 
support needed to meet them. And under Appendix I revisions, it limits pre-procurement 
engagement — the very process small firms rely on to understand upcoming opportunities. 
 
These restrictions conflict with the statutory requirement in 15 U.S.C. § 644(a) that agencies must 
reserve contracts for small businesses when there is a reasonable expectation of competition. They 



also undermine the DBE program’s mandate under 49 C.F.R. Part 26 to ensure “maximum 
opportunity” for disadvantaged firms. 
Without these mechanisms, the federal marketplace defaults to the largest incumbents. Under this 
rule, a billion-dollar prime contractor could legally compete for work historically reserved for small 
firms — the equivalent of a cruise ship dropping anchor in a neighborhood marina. 
 
This is already visible in cities like St. Paul, where immigrant-owned businesses along University 
Avenue rely on outreach to learn about federal transit opportunities. In Atlanta, DBE protections are 
the only reason small construction firms can access GDOT and MARTA projects. In Detroit, 8(a) 
participation is one of the few stable revenue streams for neighborhood-based contractors. 
 
Small-business revenue behaves differently from corporate revenue. Large corporations can absorb 
shocks; small businesses cannot. A missed contract can mean a hiring freeze. A delayed payment 
can mean a closure. A lost subcontract can mean a corridor vacancy. Federal revenue is one of the 
only stable streams small firms can count on — and this rule cuts that stream off at the source. 
 
 
Why This Hits Cities Hardest 
When small businesses lose access to federal dollars, cities feel the shock immediately — and the 
damage compounds over time. 
 
As corridors weaken, city budgets begin to strain. Cities rely on sales tax, payroll tax, and 
commercial property tax — all of which depend on small-business activity. When small businesses 
lose revenue, cities lose revenue. And when cities lose revenue, they cut services. Transit routes 
shrink. Street maintenance slows. Public safety budgets tighten. Parks and libraries reduce hours. 
These cuts feed back into the corridor decline, creating a downward spiral.  These impacts 
contradict Congress’s intent in 15 U.S.C. § 631(a) to strengthen local economies and expand 
opportunities for small firms. 
 
The next wave of harm hits the workforce. Federal contracting supports apprenticeships, union 
hours, and skilled-trade pipelines. When small businesses lose access to federal work, 
apprenticeship slots disappear. Young workers lose pathways into the trades. Skilled workers leave 
the region or the industry.  Federal contracting supports apprenticeships, union hours, and 
skilled-trade pipelines. When small businesses lose access to federal work, apprenticeship slots 
disappear — undermining the equal-opportunity mandate in 23 U.S.C. § 140(a). 
 
Then the supply chain fractures. Small logistics firms — trucking companies, warehouse operators, 
freight brokers — are essential nodes in regional and national supply chains. When these firms lose 
federal access, the entire supply chain becomes more fragile. 
 
Finally, the long-term economic mobility of entire communities erodes. Federal contracting has 
historically been one of the most reliable ladders into the middle class for entrepreneurs, workers, 
and early-career professionals. When small businesses lose access to federal markets, those 
ladders disappear. 
 
 
 
 



  
 

What the Data Really Shows (and Why This Isn’t About DEI) 

Because the federal government no longer publishes race-specific contracting dollars, the 
following are best-available national estimates built from FY2023 data (USAspending.gov, SBA 
Scorecard, Census ABS, CEA disparity-study patterns). These totals include contracting from DoD 
(60–65% of all federal contracting), GSA, VA, DHS, DOT, HHS, DOE, USDA, DOI, NASA, EPA, and all 
other civilian agencies. 
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These numbers do not describe a balanced marketplace — they describe a marketplace already 
tilted almost entirely toward large, white male–owned firms. When 97 percent of federal 
contracting dollars flow to white-owned businesses, and more than three-quarters of all 
dollars flow to large firms, the idea that small businesses are competing on equal footing is 
simply not credible.  This is clear evidence of discrimination. 
 
The disparities are not subtle. Women-owned firms receive just 5 percent of federal contracting 
dollars, despite representing nearly half of all U.S. businesses. Black-owned firms receive half of 
one percent. Hispanic-owned firms receive six-tenths of one percent. Native-owned firms receive 
three-tenths of one percent. Asian-owned firms receive barely one percent. These are not the 
numbers of a functioning competitive market — they are the numbers of a system where 
opportunity is concentrated at the top and scarcity is distributed everywhere else.   
 
And these disparities did not appear because of DEI programs. They existed long before DEI was 
ever discussed. DEI programs were created because the market was already closed to most small 
businesses. The proposed OMB rule does not “neutralize” the system — it freezes the imbalance in 



place. It removes the few mechanisms that allow small firms to enter federal markets at all, 
ensuring that the firms already receiving the overwhelming majority of federal dollars continue to 
do so without challenge. 
 
This is not and was never about DEI. This is about preventing large corporations from 
swallowing the small-business ecosystem whole. 
 
 
The Consequences if OMB Moves Forward 
This rule does not simply change administrative language. Through §200.339–§200.341, it expands 
enforcement and termination authorities in ways that disproportionately burden small entities — 
raising concerns under the Administrative Procedure Act (5 U.S.C. § 706(2)(A)), which prohibits 
arbitrary and capricious rulemaking. 
 
Through §200.317–§200.320, it reshapes procurement standards in ways that privilege scale over 
performance — contradicting the small-business reservation requirements in 15 U.S.C. § 644(a) 
and FAR 19.203. 
 
Through Appendix I, it restricts the pre-award engagement that small firms rely on to understand 
opportunities — undermining the notice-and-comment principles of 5 U.S.C. § 553 and the 
small-entity protections in the Regulatory Flexibility Act (5 U.S.C. §§ 601–612). 
 
Once small businesses lose their foothold in federal markets, it is extraordinarily difficult to rebuild. 
Once commercial corridors hollow out, they take decades to recover. Once workforce pipelines 
collapse, they do not reappear on their own. The damage this rule would cause is not temporary — 
it is generational. 
 
 
The Cost of Getting This Wrong 
Small businesses deserve a federal marketplace they can access — not one that shuts them out. 
Cities deserve commercial corridors that grow — not corridors hollowed out by lost revenue. And 
the country deserves a contracting system that strengthens competition — not one that 
concentrates power in the hands of a few. 
 
OMB should strengthen, not dismantle, the mechanisms that ensure small-business 
participation. 
 
For these reasons, I urge OMB to withdraw or significantly revise the proposed rule. The cost of 
inaction will be felt not in Washington, but in the small businesses and cities that form the 
foundation of the American economy. 
 
 
Respectfully, 
 
R.Lynn Pingol, CEO 
MaKee Company LLC 
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