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Executive Summary

In late 2025, the State of Texas, through emergency rulemaking by the Office of the Texas
Comptroller of Public Accounts, effectively terminated the Historically Underutilized
Business (HUB) program as it had existed for decades. The program was administratively
restructured into a significantly narrower initiative, Veteran Heroes United in Business
(VetHUB) which limits eligibility exclusively to service-disabled veteran-owned small
businesses.

This white paper examines the historical purpose of the HUB program, the legal and
administrative actions leading to its termination, and the broader economic, social, and
civic consequences of this decision. It further articulates the formal opposition of the Kick
Enterprise Club (KEC), an organization committed to common-sense public policy,
inclusive economic growth, and civic engagement across Harris County and the State of
Texas.

KEC contends that the termination of the HUB program undermines decades of bipartisan
economic development policy, weakens competition in public procurement, harms small
businesses and local economies, and negatively impacts the State of Texas, its citizens,
and the broader business community.

1. Introduction

For more than thirty years, the Texas HUB program served as a cornerstone of the state’s
procurement and economic development framework. Designed to increase participation
by historically underutilized businesses including minority- and woman-owned firms. The
program sought to address documented disparities in access to public contracting
opportunities while strengthening local economies and expanding competition.

The abrupt termination of this program through emergency rulemaking represents one of
the most consequential shifts in Texas procurement policy in recent history. This paper
provides context, analysis, and policy considerations regarding this decision and its
implications.



2. Background: The Purpose and Value of the HUB Program

The Historically Underutilized Business (HUB) program was established by the Texas
Legislature to promote equitable access to state contracting opportunities. Under the
program, businesses that were at least 51 percent owned and controlled by qualifying
individuals such as minorities, women, and service-disabled veterans could obtain HUB
certification.

Certified HUB firms were listed in a statewide directory used by state agencies to: - Identify
qualified vendors - Establish utilization goals - Encourage inclusive participation in
procurement - Increase competition and innovation

The program did not mandate quotas.

A critical and often misunderstood aspect of the Texas Historically Underutilized Business
(HUB) Program is that it was not a quota program. The program did not require state
agencies to award contracts based on race, gender, or any predetermined numerical set-
aside. Instead, the HUB framework operated as a goal-oriented, race-conscious but
procurement-neutral policy tool, consistent with longstanding public-sector contracting
practices. Agencies retained full discretion to award contracts based on best value,
qualifications, and competitive pricing. HUB participation goals were aspirational
benchmarks, not mandates, and they functioned as management tools to encourage
inclusive outreach rather than enforce outcomes.

Rather than imposing quotas, the HUB Program focused on transparency, outreach, and
accountability key principles that strengthen, rather than distort, competitive markets. The
statewide HUB directory improved vendor visibility, while reporting requirements
encouraged agencies to expand supplier outreach and document good-faith efforts. These
mechanisms broadened the state’s supplier base, increased competition, and reduced
overreliance on a narrow pool of large contractors. By supporting small and emerging
businesses without compromising procurement integrity, the HUB Program enabled Texas
to achieve better value for taxpayers while fostering economic growth, innovation, and
resilience across diverse communities.

3. Termination and Restructuring of the HUB Program
3.1 Administrative Actions

In October 2025, the Texas Comptroller suspended new and renewal HUB certifications
pending a constitutional review. On December 2, 2025, the Comptroller adopted
emergency rules that:

e Eliminated race-, ethnicity-, and gender-based HUB certification



e Revoked existing certifications for minority- and woman-owned businesses
e Rebranded the program as Veteran Heroes United in Business (VetHUB)

e Restricted eligibility to service-disabled veteran-owned businesses with at least a
20 percent service-connected disability

Although existing contracts were allowed to continue, the program’s core purpose and
structure were fundamentally dismantled.

3.2 Legal and Legislative Concerns

The HUB program was created by statute, not administrative rule. As such, the use of
emergency rulemaking to materially alter eligibility criteria raises serious legal and
constitutional questions. Critics argue that such sweeping changes should occur through
legislative action or judicial review not unilateral administrative reinterpretation.

At the time of this writing, legal challenges remain pending, and legislative intervention
remains possible.

4. The Kick Enterprise Club’s Opposition

4.1 Mission and Policy Perspective

The Kick Enterprise Club (KEC) exists to drive impactful engagement among business
leaders, Democrats, and Independents in Harris County, promote pragmatic and
common-sense policy solutions, and support candidates who reflect these values.

KEC strongly opposes the termination of the HUB program because it contradicts
fundamental principles of fair competition, economic inclusion, and responsible
governance.

4.2 Why KEC Opposes the Decision
KEC’s opposition is rooted in several core concerns:

1. Economic Harm to Small Businesses
Thousands of minority- and woman-owned businesses lost a critical pathway to
visibility and opportunity in state procurement. Many of these firms employ local
residents and reinvest in their communities.

2. Reduced Competition and Higher Costs
Limiting the vendor pool reduces competition, which historically leads to higher
costs, fewer innovative solutions, and less efficiency for taxpayers.

3. Negative Impact on Local Economies
Small businesses disproportionately drive job creation and economic resilience.



The termination of the HUB program weakens this engine, particularly in urban and
minority-majority regions like Harris County.

4. Erosion of Trust in Public Institutions
Abrupt policy changes without legislative debate or stakeholder engagement
undermine confidence in government and discourage long-term business planning.

5. False Choice Between Inclusion and Constitutionality
KEC rejects the premise that inclusive procurement policies and constitutional
compliance are mutually exclusive. Other states and jurisdictions have
successfully implemented race-neutral, disparity-informed programs without
dismantling inclusion entirely.

5. Impact on the State of Texas and Its Citizens

5.1 Economic Consequences

The termination of the HUB program risks: - Shrinking the small business supplier base -
Concentrating state contracts among fewer, larger firms - Slowing innovation and
responsiveness

5.2 Workforce and Community Impact

HUB-certified businesses historically employed a diverse workforce and operated in
underserved communities. Their reduced access to state contracts threatens jobs, wage
growth, and economic mobility.

5.3 Long-Term Competitiveness

Texas has long promoted itself as a pro-business state. Policies that limit participation and
discourage entrepreneurship undermine this reputation and weaken the state’s
competitive advantage.

6. Impact on the Broader Business Community

The business community thrives on predictability, transparency, and opportunity. The
elimination of the HUB framework:

e Increases uncertainty for small and mid-sized firms
e Discourages minority and women entrepreneurs

e Sends a negative signal to investors and corporate partners who value inclusive
supply chains



Even businesses not previously certified as HUBs are affected by the reduced diversity and
resilience of the overall marketplace.

7. Policy Recommendations
KEC urges policymakers to consider the following actions:

Restore the HUB program through legislative action

Develop constitutionally sound, inclusive procurement alternatives
Conduct a transparent disparity and economic impact study
Engage stakeholders from the business and civic communities

Ensure that veterans’ support programs complement—not replace—broader
inclusion efforts
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8. Conclusion

The termination of the Texas HUB program represents a significant step backward in
economic inclusion, fair competition, and public trust. While supporting service-disabled
veterans is a worthy and necessary goal, it should not come at the expense of dismantling
long-standing policies that strengthened Texas’s economy and business ecosystem.

The Kick Enterprise Club calls on state leaders to reconsider this decision, engage in
meaningful dialogue, and pursue balanced, constitutional, and inclusive solutions that
benefit all Texans.

Economic opportunity should not be narrowed. It should be expanded. “Broaden the
Supplier Base”.

Prepared for policy leaders, business stakeholders, and civic organizations concerned with
the future of economic opportunity and inclusive growth in the State of Texas.
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