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INTRODUCTION

The lllinois Department of Transportation (IDOT) nemissioned Mason Tillman
Associates, Ltd. to conduct an Availability Studyidentify businesses willing and able
to provide the construction and architecture argiresering services that IDOT procures.
The businesses identified in the Study will be ulsgdsetting an Overall Disadvantaged
Business Enterprise (DBE) Goal for FY 2013 to 2Qdfrsuant to the two-step process
outlined in 49 CFR Section 26.45. As a U.S. DOBROT) recipient, IDOT is required
to set an Overall DBE goal every three years.

A. Background

Adarand Constructors, Inc. v. Federico Péndecided in 1995, extended the strict
scrutiny standard, as set forth @rosorf for local and state governments’ race-specific
programs, to the federal government. After thengyjlthe USDOT DBE regulations were
revised and the amended regulations became efeldtarch 1999. The new regulations
significantly altered the DBE program to meet thevsions of Adarand. The
regulations designated 10 percent as a nationatasispal goal for disadvantaged
businesses, but mandated actual participation gudevels based on the local market
availability of DBEs, not a set percentage. Addialy, the regulations required
recipients to use race-neutral measures, includirtgeach and technical assistance to
meet the maximum feasible portion of the DBE goal.

B. Availability Study Methodology

The methodology used to conduct the Availabilityd§t conforms to the requirements
set forth in the DBE regulations and the legal pdent expressed in the 2007 Seventh
Circuit decision,Northern Contracting Inc. v. lllinois Department diransportation
Northern Contracting Consistent with the standards, six types of s@ureere used to

! Adarand Constructors, Inc. v. Federico Pefid5 S.Ct. 2097 (1995).
2 City of Richmond v. J.A. Croson Co., 488 U.S946989).

Northern Contracting Inc. v. lllinois Department @fansportation 473 F.3d 715 (2007 Northern Contractingchallenged
IDOT's Disadvantaged Business Enterprise prograeraih the Seventh Circuit upheld the district csumtiling that the DBE
program complied with the Fourteenth Amendmenthef United States Constitution’'s equal protectiogunements. The
program was narrowly tailored to the compellingemast identified by the federal government to reyribé effects of racial and
gender discrimination in the public highway constiotn market. The program was also in compliandd Wb C.F.R. sections
26.45(c) and 26.51, in calculating the relativeilabéity of DBEs in lllinois by properly adjusteits base figure based on local
market conditions, and applying race-neutral méamseet its overall DBE participation goal.
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identify businesses in the relevant market areapitvided construction and architecture
and engineering services procured by IDOT. IDOTords provided the utilized prime
contractors, the IDOT pre-qualified businesses, atiter bidders on IDOT projects.
Additional sources were government certificatiatdj business association lists, vendors
lists, and attendees of community meetings. BgsE® interested in performing on
IDOT contracts were determined to be willing. \Mij businesses were those that were
found on a government listing or certification list those who affirmed their willingness
through Mason Tillman’s willingness survey.

C. Study Components

The Availability Study is presented in four chapterThe contents of each chapter are
briefly described below:

Chapter One — Market Area Analysis presents thal legsis for a geographical market
area determination and defines IDOT’s market area

Chapter Two — Prime and Subcontractor Availabi#ihalysis presents the distribution of
available businesses in IDOT’s market area

Chapter Three — Anecdotal Analysis presents thenbsis community’s experiences and
perceptions of barriers encountered in contraatingttempting to contract with IDOT

Chapter Four — Regression and Private Sector Aisaggsamines the affects of socio-
economic factors, as well as race and gender-naltaaacteristics on M/WBE business
formation rates, business earnings, and accespttakt

Mason Tillman Associates, Ltd. March 2011
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/1.

CHAPTER 1: MARKET AREA
ANALYSIS

MARKET AREA DEFINITION
A. Legal Criteria for Geographic Market Area

The Supreme Court’s decision in City Richmond v. J.A. Croson Co. (Crosbhgld
that programs established by local governmentsetogsals for the participation of
minority and woman-owned firms must be supportedgence of past discrimination
in the awarding of their contracts. Prior to fieosondecision, local agencies could
implement race-conscious programs without devetppan detailed public record to
document the underutilization of minority and worremed business enterprises in their
awarding of contracts. Instead, they relied onelidecognized societal patterns of
discrimination?

Crosonestablished that a local government could noteelgociety-wide discrimination
as the basis for a race-based program but, instesedrequired to identify discrimination
within its own contracting jurisdictioh. In Croson the Court found the City of
Richmond’s Minority Business Enterprise (MBE) constion program to be
unconstitutional because there was insufficientdewte of discrimination in the local
construction market.

1 City of Richmond v. J.A. Croson Co., 488 YD (1989).
2 United Steelworkers v. WebdB3 U.S. 193, 198, n. 1 (1979).

8 Croson488 U.S. at 497 (1989).
1-2
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Crosonwas explicit in saying that the local constructiorarket was the appropriate
geographical framework within which to perform mttal comparisons of business
availability and business utilization. Therefditee identification of the local market area
is particularly important because that factor dghbs the parameters within which to
conduct a disparity study.

B. Application of the Croson Standard

While Croson emphasized the importance of the local market, ateprovided little
assistance in defining its parametergiowever, it is informative to review the Court’s
definition of the City of Richmond’'s market arealn discussing the geographic
parameters of the constitutional violation that time investigated, the Court
interchangeably used the terms “relevant markéRichmond construction industry,”
and “city’s construction industry.” Thus, these terms were used to define the proper
scope for examining the existence of discriminatianthin the City. This
interchangeable use of terms lends support to iaitieh of market area that coincides
with the boundaries of a contracting jurisdiction.

An analysis of the cases followingrosonreveals a pattern that provides additional
guidance for defining the market area. The bodgases examiningeasonablemarket
area definition isfact based rather than dictated by a specific formtilaln Cone
Corporation v. Hillsborough Counfiithe Eleventh Circuit Court of Appeals considered a
study in support of Florida’s Hillsborough CountyBE Program, which used minority
contractors located in the County as the measuavafable firms. The Program was
found to be constitutional under the compelling ggovnental interest element of the
strict scrutiny standard.

Hillsborough County’s program was based on stafistindicating that specific

discrimination existed in the construction contsaatvarded by the County, not in the
construction industry in general. Hillsborough @guhad extracted data from within its
own jurisdictional boundaries and assessed theeptage of minority businesses

Adarand,which extendedCroson’sstrict scrutiny standard to federal programs, mhtl changeCroson’sapproach to market
area where federal funds are involved.

5 Croson, 488 U.S. at 471 (1989).

® Id. at500.

7 1d. at 470.

8  See e.g., Concrete Works of Colorado v. Cityaf\@r, Colorado, 36 F.3d 1513, 1528 (10th Cir. 1994

®  Cone Corporation v. Hillsborough County, 908 FSiB (11th Cir. 1990).
1-3
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available in Hillsborough County. The Court statdtht the study was properly
conducted within the “local construction industfy.”

Similarly, in Associated General Contractors v. Coalition for BEocmic Equity
(AGCCIN)™ the Ninth Circuit Court of Appeals found the Ciand County of San
Francisco's MBE Program to have the factual predicaecessary to survive strict
scrutiny. The San Francisco MBE Program was supddoy a study that assessed the
number of available MBE contractors within the Gatyd County of San Francisco. The
Court found it appropriate to use the City and Ggws the relevant market area within
which to conduct a disparity studf.

In Coral Construction v. King Countyhe Ninth Circuit Court of Appeals held that “a
set-aside program is valid only if actual, idemtfifie discrimination has occurred within
the local industry affected by the prograhl.”In support of its MBE Program, King
County offered studies compiled by other jurisdics, including entities completely
within the County or coterminous with the boundsuaé the County, as well as a separate
jurisdiction completely outside of the County. Thphintiffs contended tha€Croson
required King County to compile its own data, angkd Crosonas prohibiting data
sharing.

The Court found that data sharing could potentiedhd to the improper use of societal
discrimination data as the factual basis for allMBE program, and that innocent third
parties could be unnecessarily burdened if an MBignam were based on outside data.
However, the Court also found that the data frorities within the County and from
coterminous jurisdictions was relevant to discriation in the County. They also found
that the data posed no risk of unfairly burdenimgpicent third parties.

The Court concluded that data gathered by a nergidp@ounty could not be used to
support King County’s MBE Program. The Court noted

It is vital that a race-conscious program aligelitas closely to the scope
of the problem legitimately sought to be rectifieg the governmental
entity. To prevent overbreadth, the enacting glicison should limit its
factual inquiry to the presence of discriminationthm its own
boundaries?

0 1d. at 915.

1 Associated General Contractors of CaliforniaGoalition for Economic Equity and City and CounfySan Francisco, 950

F.2d 1401 (9th Cir. 1991).

12 1d. at 1415.

13 Coral Construction Co. v. King County, 941 F.2D99th Cir. 1991), cert. denied, 112 S.Ct. 875¢)9
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However, the Court did note that the “world of gating does not conform itself neatly
to jurisdictional boundaries=®

There are other situations where courts have apgdravdefinition of market area that
extends beyond a jurisdiction’s geographic bourdarilnConcrete Works v. City and
County ofDenver'® the Tenth Circuit Court of Appeals directly addes the issue of
whether extra-jurisdictional evidence of discrintioa can be used to determine the
“local market area” for a disparity study. @oncrete Worksthe defendant relied on
evidence of discrimination in the six-county Denigtropolitan Statistical Area (MSA)
to support its MBE program. Plaintiffs argued thia¢ federal constitution prohibited
consideration of evidence beyond jurisdictional nmbaries. The Court of Appeals
disagreed.

Critical to the Court’s acceptance of the DenverAVi& the relevant local market was
the finding that more than 80 percent of constarctaind design contracts awarded by
Denver were awarded to contractors within the MSAnother consideration was that

Denver’'s analysis was based on U.S. Census datahwlas available for the Denver

MSA but not for the city itself. There was no uedburden placed on nonculpable
parties, as Denver had conducted a majority ofatsstruction contracts within the area
defined as the local market. CitiAgsCClII,'’ the Court noted:

[tihat any plan that extends race-conscious remsel&yond territorial
boundaries must be based on very specific findthgs actions that the
city has taken in the past have visited racial ridigoation on such
individuals™®

Similarly, New York State conducted a disparitydstun which the geographic market
consisted of New York State and eight countiesarthern New Jersey. The geographic
market was defined as the area encompassing thgdoof businesses which received
more than 90 percent of the dollar value of alltcacts awarded by the agenty.

State and local governments must pay special aitetd the geographical scope of their
disparity studies. Croson determined that the statistical analysis shouldudoon the

4 1d. at 917.
5 d.

6 Concrete Works, 36 F.3d 1513, 1528 (10th Cir.4)99

7 AGCCII, 950 F.2d 1401 (9th Cir. 1991).
8 Concrete Works, 36 F.3d at 1528 (10th Cir. 1994).

19 Opportunity Denied! New York State’s Study, 2bddrLawyer No. 3, Summer 1994,
1-5
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1.

number of qualified minority business owners in gwernment’s marketpla®. The
text of Crosonitself suggests that the geographical boundafieeengovernment entity
comprise an appropriate market area, and othetscbave agreed with this finding. In
addition, other cases have approved the use ofamage of the dollars spent by an
agency on contracting.

It follows then that an entity may limit considaoat of evidence of discrimination to
discrimination occurring within its own jurisdicho Under certain circumstances, extra-
jurisdictional evidence can be used if the peraggtaf governmental dollars supports
such boundaries.

MARKET AREA ANALYSIS

Although Crosonand its progeny do not provide a bright line ddethe delineation of
the local market area, taken collectively, the dasesupports a definition of market area
as within the geographic area where the jurisdicipends a majority of its dollars. It is
within its market area where the lllinois Departmeh Transportation (IDOT) may
consider evidence of discrimination.

A review of the contracts awarded by IDOT reveadledt the jurisdiction where the
prime contractors received most of its 1,236 camsrand the majority of the contract
dollars was the State of lllinois. Therefore, 8tate is the market area for this Study.

1. Summary of the Distribution of All Contracts Awarded

IDOT awarded 1,236 contracts valued at $2,151,%P58 during the July 1, 2010
through June 30, 2011 study period. Prime cordgradbcated in IDOT’s market area
received 94.74 percent of these contracts and 9pd¥6ent of the dollars. The
distribution of all contracts awarded and dollagseived by all contractors within and
outside of IDOT’s market area is depicted belowable 1.01.

20 Croson, 488 U.S. at 501 (1989).
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Table 1.01: Distribution of All Contracts Awarded
July 1, 2010 through June 30, 2011

Market
Area

Number of

Contracts

Percent of

Contracts

Amount of
Dollars

Percent of
Dollars

Market Area

1171

94.74%

$2,024,124,970.18

94.06%

Outside Market Area

65

5.26%

$127,794,492.35

5.94%

Total

1,236

100%

$2,151,919,462.53

100%

2. Distribution of Construction Contracts

IDOT awarded 1,040 construction contracts value$ila®11,090,313.61 during the July
1, 2010 through June 30, 2011 study period. Pdomgractors located in IDOT’s market

area received 94.9 percent of the constructionraotst and 93.75 percent of the dollars.
The distribution of the construction contracts ale@k and dollars received by all

contractors within and outside of IDOT’s marketeai® depicted below in Table 1.02.

Table 1.02: Distribution of Construction Contracts Awarded
July 1, 2010 through June 30, 2011

Market Number of Percent of Amount of Percent of
Contracts Contracts Dollars Dollars
Market Area 987 94.9% $1,791,606,888.65 93.75%
Outside Market Area 53 5.1% $119,483,424.96 6.25%
Total 1,040 100% $1,911,090,313.61 100%

3. Distribution of Architecture and Engineering Contracts

IDOT awarded 196 architecture and engineering ectdrvalued at $240,829,148.92
during the July 1, 2010 through June 30, 2011 spetiod. Prime contractors located in
IDOT’s market area received 93.88 percent of tlvhitecture and engineering contracts
and 96.55 percent of the dollars. The distributbdrthe architecture and engineering
contracts awarded and dollars received by all eotdrs within and outside of IDOT’s
market area is depicted below in Table 1.03.

1-7
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ni.

Table 1.03: Distribution of Architecture and Engineering Contracts Awarded
July 1, 2010 through June 30, 2011

Number of Percent of Amount of Percent of

Contracts Contracts BIIETES BIJIETES
Market Area 184 93.88% $232,518,081.53 96.55%
Outside Market Area 12 6.12% $8,311,067.39 3.45%
Total 196 100% $240,829,148.92 100%

ILLINOIS DEPARTMENT OF
TRANSPORTATION’S MARKET AREA

During the study period IDOT awarded 1,236 consioac and architecture and
engineering contracts valued at $2,151,919,462.830T awarded 94.74 percent of
these contracts and 94.06 percent of dollars tanbsses located in the market area.
Given the distribution of the contracts awarded IDOT and the conditions in the
applicable case law, the Study’s market area isroehed to be the State of lllinoiFhe
analysis of discrimination has been limited to aameination of contracts awarded to
available market area businesses.

Table 1.06 below presents an overview of the nunolberonstruction and architecture
and engineering contracts IDOT awarded, and therdospent in the market area during
the July 1, 2010 through June 30, 2011 study period

Construction Contracts:Nine hundred eighty-seven, or 94.9 percent of¢hmontracts,
were awarded to market area businesses. The dallae of those contracts was
$1,791,606,888.65, or 93.75 percent of the totaktraction dollars.

Architecture and Engineering ContractDne hundred eighty-four, or 93.88 percent of
these contracts, were awarded to market area lsggige The dollar value of those
contracts was $232,518,081.53, or 96.55 percetiteofotal architecture and engineering
dollars.
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Table 1.04: IDOT’s Market Area Contract Distributio n - All Industries Awarded

Number of
Contracts

Percent of
Contracts

July 1, 2010 through June 30, 2011

Amount of
Dollars

Percent of

Dollars

Combined Industries

Market Area 1,171 94.74% $2,024,124,970.18 94.06%
Outside Market Area 65 5.26% $127,794,492.35 5.94%
Total 1,236 100% $2,151,919,462.53 100%

Market Area 987 94.9% $1,791,606,888.65 93.75%
Outside Market Area 53 5.1% $119,483,424.96 6.25%
Total 1,040 100% $1,911,090,313.61 100%

Architecture and Engineering

Market Area 184 93.88% $232,518,081.53 96.55%
Outside Market Area 12 6.12% $8,311,067.39 3.45%
Total 196 100% $240,829,148.92 100%
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CHAPTER 2: PRIME AND
SUBCONTRACTOR
AVAILABILITY ANALYSIS

INTRODUCTION

Availability is defined, according t€roson as the number of qualified businesses in the
jurisdiction’s market area that are willing and &b provide goods or servicksTo
determine availability, qualified disadvantaged ibess enterprises (DBEs) and non-
DBEs within the jurisdiction’s market area that ezady, willing, and able to provide the
goods and services need to be enumerated. TheidliDepartment of Transportation’s
(IDOT) market area for the two industries—consiiutt and architecture and
engineering—as defined Dhapter 4 Market Area Analysis the State of lllinois.

When considering sources for determining the nunabewilling and able DBEs and
non-DBEs in the market area, the selection mudiased on whether two aspects about
the population in question can be gauged from th&rces. One consideration is a
business’ interest in doing business with the glictson, as implied by the term
“willing,” and the other is the business’s abiltly capacity to provide a service or good,
as implied by the term “able.”

The compiled list of available businesses includ®BEs and non-DBEs in the
construction and architecture and engineering imigss IDOT and other government
agencies’ records, government certification recamis business association membership
listings were the sources used to compile a lisawdilable market area businesses.
Separate availability lists were compiled by indystor prime contractors and
subcontractors. A distribution of the available ibhasses is presented in this chapter by
ethnicity, gender and industry.

! City of Richmond v. J.A. Croson C488 U.S. 469, 509 (1989).
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1.

PRIME CONTRACTOR AVAILABILITY DATA
SOURCES

A. Identification of Willing Businesses within the
Market Area

Six types of sources were used to identify buse®ss the relevant market area that
provided construction and architecture and engingeservices that IDOT procures.
Government listings provided the utilized prime taotors, the IDOT pre-qualified
businesses, and other bidders on IDOT projectsditidial sources were certification
lists, business association lists, vendor’s lisis attendees of community meetings.

From the six sources, 2,296 unique market areanbsses were identified. An
accounting of the willing businesses derived byrseus listed below:

B. Prime Contractor Sources

Table 2.01 lists the sources from which the listvoling businesses was compiled.

Table 2.01: Prime Contractor Availability Data Sources

Source

Sources of Government Listings: Utilized Prime Confactors

lllinois Department of Transportation Utilized PenContractors

Sources of Government Listings: Pre-Qualified Busiasses

lllinois Department of Transportation Prequalifioat List

Sources of Government Listings: Bidders

lllinois Department of Transportation Bidders List

Sources of Certification Listings

lllinois Government Purchasing Program Busines®ipnise Program

lllinois Small Business Set-Aside Program

lllinois Business Enterprise Program
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Source

Metro Certification List

Cook County Certified MWBE

United States Small Business Administration — Dyita&mall Business Search

Sources of Business Association Listings

lllinois Valley Chamber of Commerce

Fox Valley Associated General Contractors

American Institute of Architects Illlinois Memberdti

Consulting Engineer Council

East Peoria Chamber of Commerce

Gibson Area Chamber of Commerce, Member Directory

Greater Springfield Chamber

Home Builders Association of Kankanee

Home Builders Association of East Central Illinois

American Council of Engineering Companies of Iligo

Home Builders Association of lllinois

Kankakee Regional Chamber of Commerce

Lincoln-Logam County Chamber of Commerce

Metro East Black Contractors Organization

Northern lllinois Building Contractors Association

Pekin Chamber

Peoria County Purchasing Division Contractor List

Rantoul Area Chamber of Commerce

Southern lllinois Builder's Association

Mason Tillman Associates, Ltd. March 2011
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Source

Home Builders Association of Greater Chicago

lllinois Valley Chamber of Commerce

Sources of Vendor Listings

Arlington Heights Vendor List

City of Bloomington Contractor List

IGPS Vendor List from Central Management Services

An account of the willing businesses derived byreeus listed below.

1. Utilized Prime Contractors

All businesses identified through IDOT’s utilizedrpe contractors lists were determined
to be willing. There were 391 utilized construatiand architecture and engineering

prime contractors located within the market ared @hwere included in the availability
list.

2. Bidders Lists

All businesses identified through IDOT’s unsucceksidders lists were determined to
be willing. There were 25 construction and architex and engineering bidders located
within the market area and added to the availgHibt.

3. Pre-Qualified Business Lists

All businesses identified through the lllinois Camtor Prequalification List and the
lllinois Engineer Consultant Prequalification Lisas determined to be willing. There
were 168 pre-qualified businesses located withia tharket area and the unique
businesses were added to the availability list.
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4. Vendors Lists

All businesses identified through other agenciesndor lists were determined to be
willing. There were no unique businesses locatélinvthe market area to be added to
the availability list.

5. Certification Lists

All certified small, local, disadvantaged, minorittand woman-owned business
enterprises identified through federal, state, amal agencies were determined to be
willing. There were 1,597 unique certified constron and architecture and engineering
businesses located within the market area and addéd availability list.

6. Community Meeting Attendees

All businesses who attended a community meetingraégg the disparity study were
determined to be willing. There was one uniquarass located within the market area
and added to the availability list.

7. Business Association Lists

Membership lists were obtained from 21 businessc@sons located in the market area.
From the business association membership lists,oMasliman compiled a list of
businesses that had neither bid on IDOT contraatsvere certified. These businesses
were surveyed to determine their willingness totiar with IDOT. There were 114
unique willing businesses from the membership hstded to the availability list.

C. Distribution of Available Prime Contractors
by Source, Ethnicity, and Gender

Tables 5.02 and 5.03 present the distribution difngiprime contractors by source. The
highest ranked source was the prime contractdizadiby IDOT. Each ranked business
is counted only once For example, a utilized prime contractor counitedhe prime
contractor utilization source was not counted asddime when identified as a bidder,
certified business, or company on a business adsmtiist.
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Table 2.02: Distribution of Prime Contractor Availability Data Sources,
Construction

DBE Non-DBE Source
Sources
Percentage Percentage | Percentage

Subtotal

Community Meeting Attendees

98.73%

0.12%

95.53%

Prime Contractor Utilization 5.53% 22.80% 14.08%
Bidders Lists 0.23% 2.00% 1.11%
Pre-Qualified Firms 2.30% 12.46% 7.33%
Certification Lists 90.67% 58.28% 74.64%

0.00%

97.15%

0.06%

Business Association Lists

Grand Total

1.27%

1.15%

100.00%

4.47%

4.47%

100.00%

2.85%

2.79%

100.00%

Table 2.03 depicts the data sources for the availatchitecture and engineering prime

contractors.

Table 2.03: Distribution of Prime Contractor Availability Data Sources,
Architecture and Engineering

DBE Non-DBE Source
Sources
Percentage Percentage | Percentage
Prime Contractor Utilization 20.60% 28.61% 26.05%
Bidders Lists 0.00% 2.60% 1.77%
Pre-Qualified Firms 0.50% 10.17% 7.07%
Certification Lists 78.89% 43.03% 54.50%
Subtotal 100.00% 84.40% 89.39%
Willingness Survey 0.00% 15.60% 10.61%
Subtotal 0.00% 15.60% 10.61%
Grand Total 100.00% 100.00% 100.00%

Mason Tillman Associates, Ltd. March 2011
lllinois Department of Transportation
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CAPACITY

The second component of the availability requiretsen forth inCrosonis a business’
capacity or ability to work on the contracts awardey the jurisdictiorf. Capacity
requirements are not delineateddroson In fact, a standard for capacity has only been
addressed in a few United States Courts of Appesdes. However, each case where
capacity has been considered has involved largepettively bid construction prime
contracts.

In the case law there is very little guidance ow o determine “qualified” or “able” and
no clear methods on how to obtain such informatidtevenue can only measure the
value of contracts that a firm received. A firmsvenue, business size, and bonding
limits are factors that can be used to determmeapacity. However in the presence of
marketplace discrimination, the revenues of DBEsIdde restricted even when they
possess the technical capability to perform sigaift contracts. Relative capacity, the
ability of a firm to handle more than one contragtanother consideration for measuring
availability as mentioned iRRothe® The Rothecourt opined that a regression analysis
could be used to control for relative capacity.

In view of the case law the capacity of willing rketr area businesses to contract with
IDOT was assessed using the following five appreach

* An analysis of the size of all prime contracts alearby IDOT to determine the
capacity needed to perform the average awardedambnt

* The identification of the largest contracts awartee®BESs by IDOT to determine
the demonstrated ability to win large, competiteid contracts.

* An assessment of IDOT’s certification process @&etmine if it meets the
standard set i€ontractors Ass’n of Eastern Pennsylvania v. CitPbiladelphia
(Philadelphia)? which found the US DOT certification standards evean
appropriate measure of capacity.

* A weighted availability of DBE businesses in therke& area was calculated.
Within each sub-industry (delineated by a six-digRICS code), the availability
of DBE businesses was weighted by the fraction DT award dollars to
businesses in that sub-industry. The overall aldity for an industry is then the

2 City of Richmond v. J.A. Croson €488 U.S. 469, 509 (1989).
¥ Rothe Dev. Corp., Inc. v. United States Dep't. of [824 F.Supp.2d. 840 (Fed. Cir., 2005).

4 Contractors Ass’n of Eastern Pennsylvania v. GftPhiladelphia 6 F.3d 990 (3d Cir. 1993), on remand, 893 F. Séf (E.D.
Penn. 1995), affd, 91 F.3d 586 (3d Cir. 1996).
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summation of the weighted availability from eacl-sudustry. Within a sub-
industry, business capacity will be more uniformarthwithin an industry as a
whole. This weighting thus results in an availiépibercentage which takes into
account the disparate business types and busirssscites within a given
industry.

* To restrict the disparity analysis to an examimatd the prime contracts valued
under $500,000, where the capacity required tcoprthe contracts subjected to
the statistical analysis was limited.

A. Size of Prime Contracits Analyzed

In Associated General Contractors of America v. CityColumbusand Engineering
Contractors Ass’n of South Florida v. MetropolitBlade City the courts were concerned
with the capacity of available businesses to bidange, competitively bid contracts. It
should be noted that the focus in both cases watherbidder's size and ability to
perform on large, competitively bid constructiomtgacts®

IDOT’s construction and architecture and enginggroontracts were analyzed to
determine the size of awarded contracts. Thedigtebution illustrates the fact that 50
percent of IDOT’s construction prime contracts wiess than $500,000 and 60 percent
of IDOT’s architecture and engineering prime coctsavere less than $1,000,000.

For the contract size analysis, IDOT’s contractsengrouped into eight dollar ranges.
Each award was analyzed to determine the numbeparodntage of contracts that fell
within each of the eight size categories. The si®tribution of contracts awarded to
Non-Disadvantaged Businesses (Non-Minority) was maned to the size distribution of
contracts awarded to Disadvantaged Businesses (i¥§ino

®  Associated General Contractors of America v. Cit€olumbus936 F. Supp. 1363 (S.D. Ohio Eastern Divisiomjdied August
26, 1996), andngineering Contractors Ass’'n of South Florida vetkpolitan Dade City943 F. Supp. 1546 (S.D. Fla. 1996),
aff'd 122 F.3d 895 (11th Cir. 1997). Writ of centari deniedMetropolitan Dade County v. Engineering Contrs.'As523 U.S.
1004, 140 L. Ed. 2d 317, 118 S. Ct. 1186, (199&)ated proceeding &lershell Gill Consulting Eng'Rs, Inc. v. Miami-Dade
County 2004 U.S. Dist. LEXIS 17197 (S.D. Fla., Aug. 2804). Decision was vacated by tHe@rcuit Court of Appeals.

®  The eight dollar ranges are $1 to $24,999, $Zbt60549,999, $50,000 to $99,999, $100,000 to $B%,$250,000 to $499,999,
$500,000 to $999,999, $1,000,000 to $2,999,999 $87@00,000 and greater.
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1. Construction Contracts by Size

Table 2.04 depicts IDOT’s construction prime cocigsaawarded within the eight dollar
ranges. Contracts valued at less than $25,000 Ovévepercent of all construction prime
contracts awarded; those valued less than $10@@0€ 10.48 percent; those less than
$500,000 were 49.33 percent; and those less tha@OGDO0 were 67.5 percent.
Construction prime contracts valued at $3,000,000@re were just 12.5 percent.

2. Architecture and Engineering Contracts by Size

Table 2.05 depicts IDOT’s architecture and engimgeprime contracts awarded within
the eight dollar ranges. There were no contraghksed at less than $25,000. Only 1.02
percent of the prime contracts awarded were vahttdelss than $100,000. Those valued
at less than $500,000 were 26.02 percent; and tlessethan $1,000,000 were 60.2
percent. Architecture and engineering prime cotdraalued at $3,000,000 or more were
7.65 percent.
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Table 2.04: Construction Contracts by Size, July 12010 to June 30, 2011

Freq Percent | Freq Percent | Freq Percent | Freq Percent | Freq Percent

Size

$1 - $25,000 1 1.61% 6 0.64% 0 0.00% 0 0.00% 7 0.67%
$25,001 - $49,999 3 4.84% 21 2.23% 0 0.00% 3 8.82% 27 2.60%
$50,000 - $99,999 7 11.29% 65 6.90% 1 50.00% 2 5.88% 75 7.21%
$100,000 - $249,999 21 33.87% 166 17.62% 0 0.00% 10 29.41% 197 18.94%
$250,000 - $499,999 14 22.58% 179 19.00% 1 50.00% 13 38.24% 207 19.90%
$500,000 - $999,999 9 14.52% 177 18.79% 0 0.00% 3 8.82% 189 18.17%
$1,000,000 - $2,999,999 6 9.68% 200 21.23% 0 0.00% 2 5.88% 208 20.00%
$3,000,000 and greater 1 1.61% 128 13.59% 0 0.00% 1 2.94% 130 12.50%
Total 62 100.00% 942  100.00% 2 100.00% 34 100.00%| 1040 100.00%
100.00%
90.00% 7
80.00% -
70.00% -+
BCaucasian Females
60.00%
ENon-Minority Males
50.00% -
OMinority Females
40.00% - -
OMinority Males
[l
30.00% -
20.00%
10.00% =
0.00% ,h&i\ - -
$1-$25,000 $25,001 - $50,000 - $100,000- $250,000 - $500,000-  $1,000,000-  $3,000,000
$49,999 $99,999 $249,999 $499,999 $999,999 $2,999,999  and greater
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Table 2.05: Architecture and Engineering Contractdy Size,

July 1, 2010 to June 30, 2011

size
$1 - $25,000 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%
$25,001 - $49,999 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%
$50,000 - $99,999 0 0.00% 2 1.48% 0 0.00% 0 0.00% 2 1.02%
$100,000 - $249,999 2 8.70% 7 5.19% 0 0.00% 3 8.82% 12 6.12%
$250,000 - $499,999 5 21.74% 24 17.78% 1 25.00% 7 20.59% 37 18.88%
$500,000 - $999,999 11 47.83% 43 31.85% 1 25.00% 12 35.29% 67 34.18%
$1,000,000 - $2,999,999 4 17.39% 46 34.07% 2 50.00% 11 32.35% 63 32.14%
$3,000,000 and greater 4.35% 13 9.63% 0 0.00% 1 2.94% 15 7.65%
Total 23 100.00%| 135 100.00% 4 100.00% 34 100.00% 196  100.00%
100.00% ]
90.00% -
80.00% -
70.00% 1 B Caucasian Females
60.00% =+ @ Non-Minority Males
OMinority Females
50.00% -
-I O Minority Males
40.00% A
30.00% o ]
20.00% 1
10.00% -
0.00% = . -==¢1[L - AEI&
$1 - $25,000 $25,001 - $50,000 - $100,000- $250,000 - $500,000 - $1,000,000-  $3,000,000
$49,999 $99,999 $249,999 $499,999 $999,999 $2,999,999  and greater
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1.

B. Largest DBE Contract Awarded by IDOT, by
Indusitry

DBEs were awarded large contracts in each indusifze distribution of the largest

contracts IDOT awarded to DBEs is depicted in T&6. In each industry, DBEs were
awarded very large, competitively bid contractsheTutilization analysis shows that
DBEs demonstrated the capacity to successfully ebenfor contracts as large as $4.6
million in construction and $5 million in architece and engineering.

Table 2.06: Largest DBE Contracts Awarded by Industy

Architecture and
Group Construction
Engineering

Dlsadvantaged Business Enterprl $4,645, ]J56 $5000

WEIGHTED AVAILABILITY

The availability of willing market area businessgas weighted according to NAICS
code to more accurately reflect IDOT’s contractpajterns. The availability analysis
includes the:

» Calculation of Weighted Construction Availability
» Calculation of Weighted Architecture and Enginegrivailability
» Calculation of Weighted Combined Availability

All federally funded contracts awarded during thedg period were assigned a NAICS

code based on the description of the contract. Weigvere assigned based on the
percentage of the total award amount in each NAdQ&:. As a result, the NAICS code

with the highest total awarded dollars was assigiedhighest weight. The weights

reflect the percentage of the total dollars awarded

The businesses in the availability database, imetudtilized businesses were classified
according to NAICS code. Coding was derived frditized lists, certification lists and

Internet research. Table 2.07 lists the IDOT awdotlars by NAICS code, and the
resulting industry weight for the weighted availapianalysis.

The weights for each NAICS code were used as ntieltgfp The number of available
businesses in each NAICS code was multiplied by absigned weight. The total
represented the percentage of available firms aln &AICS code. The total for each
NAICS code was added together to calculate theatlvereighted availability. The
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V.

ethnicity and gender distribution percentages wes calculated based on the overall
weighted availability.

PRIME CONTRACTOR AVAILABILITY
ANALYSIS

A. Construction Prime Contractor Weighted
Availability

Table 2.07 details the industry weights for congtan prime contracts. The availability
of construction prime contractors was calculatadgithe weights listed herein.

Table 2.07: Construction Award Prime Dollars by NAICS Code, July 1, 2010 to
June 30, 2011

NAICS NAICS Awarded Industry
Code Title Dollars Weight
238210| Electrical Contractors $ 720,4483 0.04%
238910/ Site Preparation Contractors $ 54,7338 2.86%
237310| Highway, Street, and Bridge Construction  ,804,863,827.83 94.49%
237990 Other Hee_lvy and Civil Engineering $ 1.980.537.04  0.10%

Construction
236210| Industrial Building Construction $ 2657,549.77 0.14%
238110 Poured Concrete Foundation and Structure$ 45139.606.16 2.36%
Contractors
TOTAL | $1,911,090,313.611 100.00%

The distribution of available construction primentractors is summarized in Table 2.08
below.

Disadvantaged Business Enterpriseaccount for 16.43 percent of the construction
businesses in the IDOT market area.

Non-Disadvantaged Business Enterprisascount for 83.57 percent of the construction
businesses in the IDOT market area.
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Table 2.08: Available Construction Prime Contractos

Percent of
Group )
Businesses
Disadvantaged Business Enterprises 16.43%
Non-Disadvantaged Business Enterprises 83.57%
TOTAL 100.00%

B. Architecture and Engineering Prime
Conitractor Weighted Availability

Table 2.09 details the industry weights for ardiiee and engineering prime contracts.
The availability of architecture and engineeringm@ contractors was calculated using
the weights listed below.

Table 2.09: Architecture and Engineering Prime Awad Dollars by NAICS Code,
July 1, 2010 to June 30, 2011

NAICS NAICS Awarded Industry
Code Title Dollars Weight
541330| Engineering Services $ 76,584,533.7(B1.80%
541620| Environmental Consulting Services $ 14,615694.00 6.07%
541360 Geophysmal Surveying and Mapping $ 548550007 2.28%
Services
541370/ Surveying and Mapping (except $ 16,729,326.06  6.95%
Geophysical) Services
541380| Testing Laboratories $ 80,048,841.39 33.24%
541310| Architectural Services $ 2,869,773.00 1.19%
541611 Administrative Manag.ement and General $ 40.794.836.70 16.94%
Management Consulting Services
541614 Tran;portatlon Management Consulting $ 3.700.635.00 1.54%
Services
TOTAL $240,829,148.92 100.00%
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vi.

The distribution of available architecture and eegring prime contractors is
summarized in Table 2.10 below.

Disadvantaged Business Enterprs@ccount for 42.52 percent of the architecture and
engineering businesses in IDOT’s market area.

Non-Disadvantaged Business Enterprisascount for 57.48 percent of the architecture
and engineering businesses in IDOT’s market area.

Table 2.10: Available Architecture and EngineeringPrime Contractors

Percent of
Group )
Businesses
Disadvantaged Business Enterprises 42.52%
Non-Disadvantaged Business Enterprises 57.48%
TOTAL 100.00%

SUBCONTRACTOR AVAILABILITY

A. Source of Potentially Willing and Able
Subcontractors

All available prime contractors were included ire thalculation of the subcontractor
availability. Additional subcontractors in IDOTiearket area were identified using the
source in Table 2.11.

Table 2.11: Unique Subcontractor Availability DataSource

Type Record Type Information

Subcontract awards provided by IDO DBEs and non-DBEs
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B. Determination of Willingness and Capacity

Subcontractor availability was limited to the aghie prime contractor and businesses
utilized as subcontractors. Therefore, the deteation of willingness was achieved.
Croson does not require a measure of subcontractor dgpdtierefore, it is not
necessary to address capacity issues in the carfteMbcontractors.

C. Consitruction Subconitractor Weighted
Availability

Table 2.12 details the industry weights for condtamn subcontractors. The availability
of construction subcontractors was calculated usiagveights listed below.

Table 2.12: Construction Subcontractor Award Dollars by NAICS Code, July 1,
2010 to June 30, 2011

NAICS NAICS Awarded Industry
Code Title Dollars Weight
238340| Tile and Terrazzo Contractors $ 1,098,68.71 0.32%
238910| Site Preparation Contractors $160,628,1272| 46.40%

237310| Highway, Street, and Bridge Construction 24$107,331.41 35.85%
237990 Other Heavy and Civil Engineering $ 56.755.035.85 16.40%

Construction
Poured Concrete Foundation and Structure
Contractors

238110 $ 3,556,420.32 1.03%

TOTAL $346,145,595.58 100.00%

The distribution of weighted available constructisnbcontractors is summarized in
Table 2.13.

Disadvantaged Business Enterprisaccount for 33.01 percent of the construction girm
in IDOT’s market area.

Non-Disadvantaged Business Enterprisascount for 66.99 percent of the construction
firms in IDOT’s market area.
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Table 2.13: Available Construction Subcontractors

Percent of
Group )
Businesses
Disadvantaged Business Enterprises 33.01%
Non-Disadvantaged Business Enterprises 66.99%
TOTAL 100.00%

D. Architecture and Engineering Subcontracitor
Weighted Availability

Table 2.14 details the industry weights for arattitee and engineering subcontractors.
The availability of architecture and engineeringp&ntractors was calculated using the
weights listed below.

Table 2.14: Architecture and Engineering Subcontrator Award Dollars by NAICS
Code, July 1, 2010 to June 30, 2011

NAICS NAICS Awarded Industry
Code Title Dollars Weight
541330| Engineering Services $ 3,296,590.4426.31%
541620| Environmental Consulting Services $ 5,130468.41| 40.95%
541370 Surveylng and Mapplng (except $ 63.347.00 0.51%
Geophysical) Services
541380| Testing Laboratories $ 1,718,554.00 13.72%
541310| Architectural Services $ 524,631.86 4.19%
541611 Administrative Manag.ement and General $ 47820344 3.82%
Management Consulting Services
541614 Tran§portat|on Management Consulting $ 97325894 7.77%
Services
541430| Graphic Design Services $ 344,825.72 2.75%
TOTAL $12,529,879.81 100.00%
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The distribution of available architecture and eegring subcontractors is summarized
in Table 2.15.

Disadvantaged Business Enterprs@ccount for 46.32 percent of the architecture and
engineering firms in IDOT’s market area.

Non-Disadvantaged Business Enterprisascount for 53.68 percent of the architecture
and engineering firms in IDOT’s market area.

Table 2.15: Available Architecture and EngineeringSubcontractors

Percent of
Group )
Businesses
Disadvantaged Business Enterprises 46.32%
Non-Disadvantaged Business Enterprises 53.68%
TOTAL 100.00%
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Vvil.

COMBINED WEIGHTED AVAILABILITY

A.

Industries and Contracits

Combined Weighted Availability, All

All available prime and subcontractors were inctude the calculation of combined
availability. The methodology undertaken combididorime contract dollars retained.
The retained prime dollars equal prime contractrdevaninus subcontractor awards. The
dollars retained by prime plus subcontract dolegsials the total dollar value of the

prime contract.

Table 2.16 details the combined industry weightsclanstruction and architecture and
engineering prime and subcontractors. The combawlability was calculated using
the weights listed below.

Table 2.16: Combined Award Dollars by NAICS Code, dly 1, 2010 to June 30, 2011

Industry

Awarded
Dollars

Industry
Weight

238210 Electrical Contractors $ 682,611.43 0.03%
238340 Tile and Terrazzo Contractors $ 1,09880.71 0.05%
238910 Site Preparation Contractors $ 208,664,18.49 9.70%
237310 | Construction | Highway, Street, and Bridge Construction $1,598,540,017.64  74.28%
237990 Other Heavy and Civil Engineering Constrocti $ 58,725,899.49 2.73%
236210 Industrial Building Construction $ 2657,549.77 0.12%
238110 Poured Concrete Foundation and Structuret@otors $ 40,721,438.08 1.89%
541330 Engineering Services $ 76,799,489.78 3.57%
541620 Environmental Consulting Services $ 15441,746.41 0.72%
Architecture
541360 and Geophysical Surveying and Mapping Services $ 5,485,509.07 0.25%
Engineering
541370 Surveying and Mapping (except Geophysicajges $ 16,729,326.06 0.78%
541380 Testing Laboratories $ 80,048,841.39 3.72%
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Awarded Industry

Industry Dollars Weight
541310 Architectural Services $ 3,394,404.86 0.16%
541611 é(cj)?sirl]ilztr:gtié/:r\l\//il?g:gement and General Management $  39,720,209.26 1.85%
541614 Transportation management consulting sesvice $ 2,864,796.3) 0.13%
541430 Graphic Design Services $ 344,82%2 0.02%

TOTAL $2,151,919,462.53 100.00%

The distribution of combined available contractersummarized in Table 2.17 below.

Disadvantaged Business Enterprsaccount for 23.07 percent of the all businesses in
the IDOT market area.

Non-Disadvantaged Business Enterprisascount for 76.93 percent of the all businesses
in the IDOT market area.

Table 2.17: Combined Available Contractors

Percent of
Group )
Businesses
Disadvantaged Business Enterprises 23.07%
Non-Disadvantaged Business Enterprises 76.93%
TOTAL 100.00%
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1.

1.

ni.

CHAPTER 3: ANECDOTAL
ANALYSIS

INTRODUCTION

The United States Supreme Court in its 1989 deti€idy of Richmond v. J.A. Croson
Co.’ specified the use of anecdotal testimony as a sneadetermine whether remedial,
race-conscious relief may be justified in a patdcuarket area.  Anecdotal testimony
can document the routine practices disadvantagsithdss enterprises (DBES) encounter
in doing business within IDOT'’s relevant marketaare

PURPOSE AND BACKGROUND

The purpose of this anecdotal analysis was to mhater if there were patterns of
discrimination experienced by DBEs that have wortiedDOT contracts or sought work
from IDOT during the July 1, 2010 to June 30, 28fiidy period. The anecdotal analysis
includes in-depth interviews with business owners] an E-Survey sent to available
market area businesses to solicit their experiemoeking on or seeking work for IDOT
contracts.

IN-DEPTH INTERVIEWS

Fifty-five business owners participated in one-o,0in-depth interviews conducted in
2011. The business owners were African AmericanjalAsAmerican, Hispanic
American, and Caucasian males and females domiciléee State of IllinoiS.

A. In-Depth Interviews Summary

The DBEs reported on their personal knowledge ofidra that can prevent contractors
from competing for public contracts in the state Idinois. Accounts included
descriptions of racial and gender barriers. Someé&®Beported on their difficulties

! City of Richmond v. J.A. Croson Cd88 U.S. at 509 (1989).

2 The fifty-five interviews are part of the AnecdbtAnalysis for the 2011 State of lllinois Disprit
Study. .
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breaking into the contractor community and obtajnaayments from prime contractors.
Others offered recommendations to increase comitaaipportunities for DBEs. A

description of the general market conditions entenal by DBEs attempting to do
business in the state of lllinois is described Welo

1. Racial and Gender Barriers

A minority male owner of a construction companyared certain dump facilities charge
minorities a higher price than other business osiner

You have some dump facilities that say you can dunepe for $50 a
ton, and they charge other people $30 a ton.

A minority male owner of an architecture and engmey firm believes that his work is
judged at a higher standard than his non-minootynterparts:

Sometimes we feel that we are being scrutinized endiosely than
maybe a majority firm. We also feel that sometinves are treated a
little more harshly.

A minority male owner of an architecture and engnreg company believes that racism
and sexism still exist in his industry:

| believe racism and sexism still exists. Whiteki®lhave been doing
this for a long time; their networks are well-estiéghed, and we are
the new guys on the block. If they could take evbiyg, it seems as
though they would take everything.

2. Difficulty Breaking into the Contractor Community

A Caucasian male owner of an architecture and eegimg company reported that
personal relationships are necessary to breakhetoontractor community:

You could make your own opportunities, and | havere that with
other local companies. It depends on how much tigeu have and
how much focus you put out to meet the people tmahke the
choices. Like anything when you are new in an indos | think you

are always looked at with suspicion as to whetheattperson is able
to carry the work. In a town like Chicago, which rmale-dominated,
trying to break through is not necessarily an easyng to do. It's

nothing personal, it’s just culture. A prime wouldot consider you
as a sub[contractor] unless you are part of the gpothat normally
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works together. So, you can't break into a team tlas done these
for years and years.

A minority male owner of architecture and enginegricompany reported that he
believes certain contractors are aware of upcominpects prior to the public notice:

| hate to call it ole boys, because | don't evendm what that

means. But there is the issue that by the time ajpct comes down
it's not so much that it's spoken for, but other pele who have
known about it can position themselves better. Buhen | hear

about it electronically, they of course have a gdedd time because
they have known about it long before us. African Anmcans, my
colleagues, we do talk about that.

A minority male owner of an architecture and engmey company reported that
inadequate capacity is used to justify excludingarity companies:

A lot of times when they want to talk to African Aericans about
contracts, particularly giving them an opportunitjo increase the
size of their business, the issue of capacity comyeslt can be used
as a reason not to do something with you, and somes it's
legitimate. So, making that call or making that demn requires
balance, but at the same time firms must be givenogportunity to
grow, to stretch beyond their current capabilitiesstill believe in
affirmative action, and | think that African Amerian firms must be
given the opportunity to grow and stretch beyondeith current
capabilities.

3. Inadequate Lead Time to Respond to a Bid or Reque$br Proposal

A minority male owner of a construction company aeed that oftentimes prime
contractors do not provide adequate time to respomigeir solicitations:

A lot of times they don’t give you enough time talihe job. They
are usually coming from the prime contractor, antién they will
say they need me for minority participation.
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4. Difficulty Obtaining Financing and Late Payments byPrime
Contractors

A Caucasian female owner of an architecture anthergng company reported that she
was required to add her spouse as a co-signatoay @BA-backed loan:

We had a situation where our spouses needed to signloans. We
should not have needed to have our spouses do Wet.also had a
request to put up our house as collateral. The fir@al institution
was [financial institution name withheld], and it s actually on an
SBA-backed loan. And most recently, [financial ifsition name
withheld] said the same thing because they werereisang what
they call an abundance of caution.

A Caucasian female owner of a construction compapyrted that a prime contractor
refused to pay the total amount due on her invaeicd instead opted to pay her in
installments:

I’'m still waiting for payment from a prime contractr. They still owe
me, and | have a lawsuit against them. Their namg [company
name withheld]. They only wanted to give me $12,afivn and
$4,000 a month, when they owed me $110,000.

A Caucasian female owner of an architecture antheegng company reported that the
prime contractors she typically works for are astel40 days late in their payments:

Prime contractors are about 140 days late. | ran rogsh receipt
forecast that allows me to determine the averagasthe length of
payments.

A Caucasian female owner of an architecture anthergng company reported that one
prime contractor took two years to pay an invoice:

| worked with one prime contractor who was two ysdate. It's just
a struggle when you are a small business enterprisecause | have
to pay my vendors in thirty days.
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A minority male owner of an architecture and engiimteg company reported that a prime
contractor went out of business owing him $100,000:

I'm dealing with a situation now where a prime camictor has
basically went out of business, and they owe usLat®100,000.

A minority male owner of a construction companyared that prime contractors are
late with their payments:

They are late all the time. | do not want to idefytiany of the
general contractors because in the future there imidpoe a project |
can do with them and they might not give it to niBut, most general
contractors always find a reason not to pay youtoy to cut your
payments short.

5. Experiences Working in the Public Sector Comparedd the Private
Sector

A minority male owner of a construction companyidets that the public sector is more
advantageous for minorities because of participajimals:

The private sector is a little bit harder to penate than the public
sector, because the public sector has more govemtnrgervention.
They have to try to meet their goals. The privateed not have to do
that.

A Caucasian female owner of an architecture andneegng firm believes that the
procurement process is more equitable in the pgblator:

| think the public sector works much harder at bejrfair than the
private sector. Overall, | feel very positive abaime public sector
versus the private.

A Caucasian female owner of an architecture antheegng company reported that the
public sector is much more willing to work with MB¥s than the private sector:

| would say the public sector is more open to waordkiwith WBES
and MBEs.
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A minority male owner of a construction companyfere working in the private sector,
because he gets paid in a timely manner and receiebilization payments:

| love the private sector because we get paid ometior | can ask
for a down payment for mobilization money.

A Caucasian female owner of an architecture andneegng company reported that
there is less work in the private sector in heustdy:

In the private sector we don’t have nearly as mualork in our
industry. We rely on the public sector to promaig.

A minority male owner of an architecture and engim&y company believes that
obtaining work in the private sector is more stndéfigrward and less political:

In the private sector work is pretty much based wpour expertise,
capabilities, and how well you can deliver a quslitproduct.
Whereas, the public sector is more about how maagnfs you fill
out and who you know.

A Caucasian male owner of an architecture and eegimg company also reported that
private sector companies pay in a more timely mativan in the public sector:

The private sector has timely payments. And it isuah less
cumbersome.

A Caucasian male owner of an architecture and eegimg company explained why he
prefers the public sector:

| would much rather work in the public than the prate sector. The
public sector is supposed to be more duty boundcemoploy good
business practices and fair play. The private sgcis subject to
interpretation. Sometimes, good business practidesnot enter the
situation.
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V.

6. Recommendations to Increase the Participation of DBs on Public
Contracts

A minority male owner of a construction companyommmends bonding assistance and
mobilization payments as tools to help his compaumgceed:

If I had the financing, | would be able to affordat meet my payroll.
Two, if | had the proper bonding, | could go afteyjood jobs. And,
three, would be the payment schedules—if they waoke to pay my
mobilization or costs that is incurred in gettindpe job started in a
timely manner.

WEB BASED DBE SURVEY
A. Identification of the Survey Pool

The survey was emailed to 2,240 African AmericarsiaA American, Hispanic
American, Native American, Caucasian Female, anch-DIBE construction and
architecture and engineering firms willing to penfio IDOT prime contracts and
subcontracts. Two reminder emails were sent t2{Bd0 businesses encouraging them

to complete the survey. A profile of the surveyeibesses, by ethnicity and gender is
presented in Table 3.01.

Table 3.01: Profile of Survey Pool by Ethnicity andGender

Ethnicity / Gender Number Percent
African American 296 13.2%
Asian American 119 5.3%
Hispanic American 258 11.5%
Native Americal 10 0.5%
Caucasian Female 388 17.3%
Non-DBE Male 1169 52.2%
TOTAL 2240 100.0%
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B. Survey Instrument

The survey included 26 questions yielding a yesarmultiple-choice, or rating scale
response, as well as ten open-ended questionsteEaupnf the 36 questions were
designated as “required.” Survey Monkey™, a webefa®rmat, was used to elicit
responses to the 36 questions. A copy of the Eesusrattached as Appendix A.

The survey questions were designed to elicit infdrom about the following: (1)

business profile; (2) perceptions of IDOT, othemblpu agencies, and private sector
contracting; (3) experience with DBE program; amt) (ecommendations to help
businesses obtain work from IDOT.

C. Profile of Respondenis

The survey respondents are categorized into thetmmtion, and architecture and

engineering industries. Construction consists o&vige construction, special trade

contractors, trucking, and material supply. Tabl@23presents a profile of the type of

industries and sectors serviced by the respond@imse many of the businesses’ services
intersect, respondents were given the opportumitgeiect more than one industry or
sector.

Table 3.02: Profile of Respondents by Industry

Self-Reported Business Category Number Percent

Heavy Construction 56 32%
Special Trade Contractors 22 12.6%
Architecture and Engineering 50 28.6%
Construction-Related Services 9 5.1%
Trucking 9 5.1%
Material Supply 0 0%
Other 12 6.9%

Industries or Sectors Serviced Number Percent
Construction (Transportation) 91 52%
Specialty Trades (Electrical, Plumbing, Site Prapan) 22 12.6%
Urban Planning (Urban design, Land Use, Drafting,)e 14 8%
Land Survey 23 13.1%

Industries or Sectors Serviced Number Percent
Landscaping 15 8.6%
Trucking 14 8%
Environmental Consulting 15 8.6%
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Self-Reported Business Category Number Percent

Architecture 21 12%
Engineering (Structural, Mechanical, ElectricalyiQi 53 30.3%
Geophysical Surveying and Mapping 9 5.1%
Other 26 14.9%

Table 3.03 presents the number of respondents mgikiIDOT by ethnicity and gender.
It should be noted that no Native American businessers responded to the survey;
therefore, they are not represented in the tabkegotal of 175 surveys were received.
The 175 responses represent 7.8 percent of th® ®2<inesses that received an emalil
invitation to complete the survey. Of the 175 basses that responded to the survey,
13.14 percent are African Americans, 6.3 perceatfmian Americans, 6.86 percent are

Hispanic Americans, 24 percent are Caucasian Femaled 49.71 percent are Non-
DBEs.

Table 3.03: Profile of Respondents by Ethnicity andsender

Ethnicity / Gender ‘ Number Percent
African American 23 13.14%
Asian American 11 6.3%
Hispanic American 12 6.86%
Caucasian Female 42 24%
Non-DBE 87 49.71%
TOTAL 175 100.00%

Table 3.04 presents the IDOT districts where thepaadents work by ethnicity and

gender. Respondents were allowed to select multidéricts. The majority of the
businesses reported working in Districts 1, 2, and

Table 3.04: IDOT Districts — Profile of where Respndents Work by
Ethnicity and Gender

.. African Asian Hispanic | Caucasian Non-Minority
District . ; X Total
American American American Female Male
1 17 9 11 26 56 119
2 7 3 3 17 38 68
3 8 6 4 20 43 81
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. African Asian Hispanic | Caucasian Non-Minority
District : ; ; Total
American | American | American Female Male

4 3 3 1 13 26 46

5 3 0 1 12 27 43

6 4 2 1 13 23 43

7 5 1 3 14 25 48

8 8 2 3 17 26 56

9 5 1 3 13 20 42
TOTAL 60 27 30 145 284 546

Table 3.05 presents the IDOT districts where tlspaadents are located by ethnicity and
gender. Respondents were allowed to select mulijdéricts. Large pluralities of
businesses are located in District 1.

Table 3.05: IDOT Districts — Profile of RespondentsBusiness Location by
Ethnicity and Gender

- African Asian Hispanic Caucasian Non-Minority
District . ; : Total
American American American  Female Male

1 15 9 11 24 47 106

2 1 1 1 5 9 17

3 0 0 1 5 6 12

4 1 1 0 4 10 16

5 1 0 1 3 10 15

6 1 0 0 6 11 18

7 1 0 0 3 2 6

8 5 0 2 8 11 26

9 1 0 0 3 4 8
TOTAL 26 11 16 61 110 224
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Table 3.06 presents the IDOT districts where cotittn business owners work by
ethnicity and gender. The majority of prime contoa€ reported working in Districts 1,
2, and 3.

Table 3.06: IDOT Districts — Profile of where Constuction Business Owners Work
by Ethnicity and Gender

.. African Asian Hispanic Caucasian Non-Minority
District : ; ; Total
American American | American Female Male
1 6 3 4 10 20 43
2 1 0 2 8 14 25
3 2 1 2 8 19 32
4 0 0 0 5 10 15
5 0 0 0 4 11 15
6 0 0 0 4 9 13
7 0 0 1 6 11 18
8 2 0 1 8 7 18
9 0 0 1 6 6 13
TOTAL 11 4 11 59 107 192

1. Profile of Respondents’ Financial Information

The following tables present financial informatitor the 175 respondents according to
gross revenue, expenditures, legal form, and inceoonece during fiscal years 2010 and
2011.

a. Gross Revenue

Tables 7.07 to 6.12 present gross revenue infoomdir the 175 respondents according
to ethnicity, gender, industry, and fiscal year.eDw the sensitive nature of these
guestions, respondents were not required to respblosvever, of the 75 businesses that
did respond to these questions, 49 reported thegsgevenue as $1 million or greater for
fiscal year 2010.
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Table 3.07: Gross Revenue for All Respondents by icity and Gender in
Fiscal Year 2010

Revenue Afric_an Asign Hispgnic Caucasian n-DBE  Total
American American American Female

Under $250,000 5 0 1 5 4 15
$250,000 - $499,999 0 0 1 1 0 2
$500,000 - $999,999 1 2 3 1 2 9
$1M — $4.9M 5 1 2 7 9 24
$5M and above 2 2 1 2 18 25
Did not respond 10 6 4 26 54 100
TOTAL 23 11 12 42 87 175

As presented in Table 3.08 below, the majorityhaf tonstruction business owners who

responded reported their gross revenue as belawil$én for fiscal year 2010.

Table 3.08: Gross Revenue for Construction Busine€3wners by Ethnicity and
Gender in Fiscal Year 2010

Revenue

African

American American American

Asian

Hispanic Caucasian

Female

Non-DBE
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Under $250,000 4 0 0 3 0 7
$250,000-$499,999 0 0 1 0 0 1
$500,000-$999,999 1 1 1 0 1 4
$1M- $4.9M 1 0 1 4 5 11
$5M and above 2 1 1 2 15 21
Did not respond 5 1 1 15 21 43
TOTAL 13 3 5 24 42 87
3-12



As presented in Table 3.09, the majority of theh#ecture and engineering business
owners who responded reported their gross reveetigebn $1 and $4.9 million for

fiscal year 2010.

Table 3.09: Gross Revenue for Architecture and Engeering Business Owners by

Revenue

Ethnicity and Gender in Fiscal Year 2010

African

American American American

Asian

Hispanic Caucasian
Female

Non-DBE

Total

Under $250,000 1 0 0 0 1 2
$250,000-$499,99¢ 0 0 0 1 0 1
$500,000-$999,99¢ 0 0 2 0 1 3
$1M — $4.9M 4 1 1 3 2 11
$5M and above 0 1 0 0 3 4
Did not respond 3 3 3 6 23 38
TOTAL 8 5 6 10 30 59

As presented in Table 3.10, the majority of thdaladl respondents reported their gross
revenue as $1 million or greater for fiscal yeat 20O

Table 3.10: Gross Revenue for All Respondents by lticity and Gender

Revenue

African

American American American

in Fiscal Year 2011

Asian

Hispanic Caucasian

Female

Non-DBE

Total
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Under $250,000 4 1 1 6 4 16
$250,000 - $499,999 0 0 1 1 0 2
$500,000 - $999,999 2 1 3 1 1 8
$1M — $4.9M 5 1 3 5 11 25
$5M and above 2 2 0 3 17 24
Did not respond 10 6 4 26 54 100
TOTAL 23 11 12 42 87 175
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As presented in Table 3.11, the majority of the stauttion business owners who
responded reported their gross revenue at belomiibn for fiscal year 2011.

Table 3.11: Gross Revenue for Construction Busine€3wners by Ethnicity and
Gender in Fiscal Year 2011

African Asian Hispanic Caucasian
. . : Non-DBE
American American American Female
Under $250,000 4 1 0 3 0 8
$250,000 - $499,999 0 0 1 0 0 1
$500,000 - $999,999 2 0 1 0 0 3
$1M — $4.9M 1 0 2 3 7 13
$5M and above 2 1 0 3 14 20
Did not respond 4 1 1 15 21 42
TOTAL 13 3 5 24 42 87

As presented in Table 3.12, the majority of architee and engineering business owners
who responded reported their gross revenue as $&dmillion for fiscal year 2011.

Table 3.12: Gross Revenue for Architecture and Engeering Business Owners by
Ethnicity and Gender in Fiscal Year 2011

African Asian  Hispanic Caucasian Non-DBE Total

Revenue American American American Female
Under $250,000 0 0 0 1 1 2
$250,000 - $499,999 0 0 0 0 0 0
$500,000 - $999,999 0 0 2 1 1 4
$1M — $4.9M 4 1 1 2 2 10
$5M and above 0 1 0 0 3 4
Did not respond 4 3 3 6 23 39
TOTAL 8 5 6 10 30 59

2. Profile of Respondents’ Workforce

The following table present workforce profile infioation for the 175 respondents
according to industry, ethnicity, gender, and fisgaar. Table 3.13 presents the
workforce size for construction businesses by ettynand gender in fiscal year 2011.
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Twenty-two businesses had 9 or fewer employees|ew2® reported having 50 or
greater.

Table 3.13: Workforce Size for Construction Busines Owners by Ethnicity and
Gender in FY 2011

Number of African Asian Hispanic Caucasian

Employees American  American  American Female Non-DBE
0-9 7 1 2 6 6 29
10-19 1 0 0 7 4 12
20-29 0 2 3 0 4 9
30-39 3 0 0 4 3 10
40-49 1 0 0 1 1 3
50 and over 1 0 0 5 >3 29
TOTAL 13 3 5 23 a1 85

Table 3.14 presents the workforce size for architecand engineering businesses by
ethnicity and gender in fiscal year 2011. Twentigibesses reported having 9 or fewer
employees, while 18 reported having 50 or more.

Table 3.14: Workforce Size for Architecture and Engneering Business Owners by
Ethnicity and Gender in FY 2011

Number of African Asian Hispanic Caucasian _Non_-
: ; : Minority Total
Employees American American American Female Male
0-9 5 1 3 6 5 20
10-19 0 1 1 0 5 7
20-29 0 0 0 2 2 4
30-39 1 0 1 0 2 4
40-49 0 1 1 0 1 3
50 and over 1 2 0 2 13 18
TOTAL 7 5 6 10 28 56
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3. Profile of Respondent’s Experience Submitting Bidsor Request for
Proposals

The following tables present the respondents’ egpee submitting bids or request for
proposals. Table 3.15 presents information on ndred business had submitted a bid or
proposal to IDOT between FY 2010 and 2011 by ther@ss’'s ethnicity and gender.
Twenty-five respondents did not answer. Of the b&6inesses that responded to this

guestion, 90 businesses submitted bids or proptsdXOT, while 60 businesses did not
submit a bid or proposal.

Table 3.15: IDOT Bid or Proposal Submission by Ethitity and Gender from FY
2010 to June 2011

Submitted Did Not
Ethnicity / Gender Bids or Submit

Proposal Proposal
African American
Asian American 5 5
Hispanic American 6 5
Caucasian Female 22 14
Non-DBE 47 25
TOTAL 90 60

Table 3.16 presents information on whether a bgsihad submitted a bid or proposal to
a public agency other than IDOT between 2010 arfdl28ccording to the business’s
ethnicity and gender. Of the 150 businesses tbgponded to this question, 125
submitted bids or proposals to public agenciesratinen IDOT, a significantly larger
total than those that submitted a bid or propas#DOT.

Table 3.16: Public Sector (excluding IDOT) Proposabubmission by Ethnicity and
Gender from FY 2010 to 2011

. Did Not
Ethnicity / Gender Submitted Submit
Proposal

Proposal
African American 14 7
Asian American 7 3
Hispanic American 8 3
Caucasian Female 32 4
Non-DBE Male 64 8
TOTAL 125 25
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Table 3.17 presents information on whether a caostm business submitted a bid to
IDOT between FY 2010 and 2011. Of the 78 conswadbusinesses that responded to
this question, 51 construction businesses submétdaid on an IDOT construction
project, while 27 construction businesses did mibingt a bid on an IDOT construction
project.
Table 3.17: IDOT Bid Submission of Construction Bumesses by Ethnicity and
Gender from FY 2010 to 2011

Did Not
Submit
Proposal

Submitted
Proposal

Ethnicity / Gender

African American 6 6
Asian American 0 3
Hispanic American 2 3
Caucasian Female 15

Non-DBE Male 28 8
TOTAL 51 27

Table 3.18 presents information on whether architecand engineering businesses
submitted a proposal to IDOT between FY 2010 antil200f the 47 architecture and

engineering businesses responding to this ques#6narchitecture and engineering
businesses submitted proposals.

Table 3.18: IDOT Proposal of Architecture and Engireering Businesses by Ethnicity
and Gender from FY 2010 to 2011

Did Not
Submit
Proposal

Submitted
Proposal

Ethnicity / Gender

African American 4 3
Asian American 2 2
Hispanic American 4 1
Caucasian Female 6 2
Non-DBE Male 14 9
TOTAL 30 17
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4. Profile of Respondents’ Experience with the DBE Prgram

The following tables present information on busses$ experiences with the DBE
Program, including familiarity with the program, BEBRcertification, opinions about the
program, and participation in training initiative®usinesses were asked to gauge their
familiarity with the DBE Program. The responses @isplayed in Table 3.19. Only ten
minority contractors were very familiar with the BBprogram, while the majority of
Caucasian Female and the plurality of Non-DBE besses were very familiar with the
DBE program.

Table 3.19: Familiarity with the DBE Program by Ethnicity and Gender

Ethnicity / Never Somewhat Familiar Very
Gender Heard Familiar Familiar

African American 16 2 1 1
Asian American 0 2 2 5
Hispanic American 1 4 2 4
Caucasian Female 1 3 8 16
Non-DBE Male 2 13 22 27
TOTAL 20 24 35 53

Table 3.20 and 7.21 present information regardilfE xertification and whether the
business has had experience with the DBE programthnyicity and gender. The large
majority of minority ethnic and gender groups répdrbeing DBE certified, and a large
majority of all contractors reported having expece with the DBE program.

Table 3.20: DBE-Certified Businesses by Ethnicityrad Gender

.. DBE- Not DBE-
Ethnicity / Gender o iified  Certified
African American 16 4
Asian American 7 2
Hispanic American 8 3
Caucasian Female 23 4
Non-DBE Male 2 62
TOTAL 56 75
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Table 3.21: Businesses with DBE Program Experiend®y Ethnicity and Gender

DBE No DBE
Ethnicity / Gender Program Program
Experience Experience
African American 16 4
Asian American 7 2
Hispanic American 10 1
Caucasian Female 25 3
Non-DBE Male 42 22
TOTAL 100 32

Businesses were then asked whether they belieatdhth DBE Program facilitated their
bid or proposal for an IDOT contract. Their respEsare recorded in Table 3.22
according to the company’s ethnicity and genddre majority of minority ethnic and
gender groups reported affirmatively that the DB&gpam facilitated their bid or
proposal for an IDOT contract.

Table 3.22: DBE Program Facilitation of a BusinesRespondents’ Bid or Proposal
for an IDOT Contract Question, by Ethnicity and Gender

\ Ethnicity/ Gender Yes \[o]
African American 10 4
Asian American 3 4
Hispanic American 6 5
Caucasian Female 17 8
Non-DBE Male 4 38
TOTAL 40 59

Businesses were also asked whether they believeddiscrimination affected their
ability to compete for IDOT contracts in fiscal y&®11. Their responses are recorded in
Table 3.23 according the company’s ethnicity anddge. The majority of minority
ethnic and gender groups reported that they digb\eeldiscrimination affected or may
have affected their ability to compete for IDOT trawts in fiscal year 2011
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Table 3.23: Responses to Discrimination Affecting @npetition for IDOT Contracts
Question, by Ethnicity and Gender

Ethnicity /Gender Maybe | Don’t Know
African American 10 1 0 7
Asian American 2 1 2 3
Hispanic American 0 2 5 3
Caucasian Female 9 6 4 8
Non-DBE Male 3 40 3 15
TOTAL 24 50 14 36

Businesses were asked whether they participatdddi’s Mentor-Protégé Program for
sectors of highway construction and engineeringatimg. Their responses are recorded
in Table 3.24 according to the respondent’s ethniand gender. The majority of
respondents have not participated in IDOT’s Meostégé Program.

Table 3.24: Businesses That Have Participated in IDT’s Mentor-Protégé Program
by Ethnicity and Gender

\ Ethnicity/ Gender Yes \[o]
African American 4 14
Asian American 1 7
Hispanic American 1 7
Caucasian Female 3 20
Non-DBE Male 8 36
TOTAL 17 84

Businesses were asked whether they participatadyiriraining initiatives that IDOT has
created, such as Model Contractor Development Bnogifor specific procurement
opportunities. Their responses are recorded iner85 according to the company’s
ethnicity and gender. The majority of respondemase not participated in any of
IDOT’s training initiatives.

Table 3.25: Businesses That Have Participated In IDT Training Initiatives by
Ethnicity and Gender

Ethnicity/ Gender Yes No
African American 2 13
Asian American 1 6
Hispanic American 2 6
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Ethnicity/ Gender Yes No
Caucasian Female 3 16
Non-DBE Male 7 38
TOTAL 15 79

Businesses were asked whether they believed ttoaitviation is disseminated and shared
equally by IDOT upon a project’s request for pragosTheir responses are recorded in
Table 3.26 according to the company’s ethnicity agehder. The majority of
respondents believe that IDOT disseminates aneshaiormation equally.

Table 3.26: Businesses That Believe That IDOT Infonation Distribution is Equal,
by Ethnicity and Gender

Ethnicity/ Gender Yes No
African American 7 4
Asian American 3 1
Hispanic American 4 4
Caucasian Female 17 5
Non-DBE Male 42 4
TOTAL 73 18

5. Recommended Best Management Practices

The business owners were solicited for recommeodsitihat would improve their access
to IDOT’s construction and architecture and engimgecontracts.

Tables 7.27 through 7.32 present recommended bestagement practices which
construction contractors report would support tedforts to obtain work with IDOT.
The data is reported according the contractor'sieitty and gender. Timely payments,
access to credit services, and unbundling of contrarvices were frequently suggested
as management practices that IDOT should adopt.

6. Access to Credit

Table 3.27 describes the frequency that respondeptsted that access to credit would

help their business obtain work from IDOT. Of 8 businesses that responded to this
guestion, 34 stated that access to credit woultkegometimes or frequently help their

business obtain work from IDOT.
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Table 3.27: Access to Credit Services

Ethnicity/Gender Frequently Sometimes Rarely Total
African American 10 2 0 12
Asian American 1 0 1 2
Hispanic American 2 1 1 4
Caucasian Female 3 5 6 14
Non-DBE Male 6 4 15 25
TOTAL 22 12 23 57

7. Unbundling of Contract

Table 3.28 describes the frequency that respondeptsted that unbundling contracts
would help their business obtain work from IDOTT{ tle 72 businesses that responded,
57 stated that the unbundling of contracts wouldegisometimes or frequently help their
business obtain work from IDOT.

Table 3.28 Unbundling of Contract Services

Ethnicity/Gender Frequently Sometimes Rarely Total
African American 8 1 1 10
Asian American 2 0 1 3
Hispanic American 1 1 0 2
Caucasian Female 9 4 2 15
Non-DBE Male 8 23 11 42
TOTAL 28 29 15 72
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8. Assistance with Bonding and Insurance

Table 3.29 describes the frequency that respondeptsted that assistance with bonding
and insurance would help their business obtain viimta IDOT. Of the 57 businesses

that responded, 29 stated that assistance withimgnahd insurance would either

sometimes or frequently help their business obtairk from IDOT.

Table 3.29: Assistance with Bonding and Insurancee8vices

Ethnicity/Gender Frequently Sometimes Rarely Total

African American 7 4 1 12
Asian American 0 1 1 2
Hispanic American 1 1 1 3
Caucasian Female 4 5 6 15
Non-DBE Male 4 2 19 25
TOTAL 16 13 28 57

9. Timely Payments from Prime Contractors

Table 3.30 describes the frequency that respondeptsted that timely payments from
prime contractors would help their business obtawwrk from IDOT. Of the 62
businesses that responded, 45 stated that timghegres from prime contractors would
either sometimes or frequently help their busirggain work from IDOT.

Table 3.30: Timely Payments from Prime Contractors

Ethnicity/Gender Frequently Sometimes Rarely Total
African American 10 0 1 11
Asian American 1 1 1 3
Hispanic American 3 0 1 4
Caucasian Female 12 1 3 16
Non-DBE Male 14 3 11 28
TOTAL 40 5 17 62
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D. Survey Findings
1. DBE Program

Of the 175 total respondents, 132 provided insgghthe nature of their experiences and
familiarity with the IDOT DBE Program, and 33.33rpent of the respondents reported
that they have either never heard of or were mitiynfamiliar with the DBE Program.
However, the percentage of companies that indicttatl they are DBE-certified was
42.74 percent.

Respondents were asked whether the DBE Progrard asidebusiness’ ability to offer a
bid or proposal for an IDOT contract. Forty bussess or 40.4 percent of business
responding to that question, reported that the raragdid facilitate the bid or proposal
process. Additionally, 40.32 percent of respondenfwessed that discrimination did not
affect bid competition, while the remaining eith®lieved that discrimination plays a
role in the bid and proposal process, were somewtatinced, or did not know the
affects discrimination had on the bid and proppsatess. Nonetheless, 80.21 percent of
respondents reported that they believe that infaomas distributed fairly and equally by
IDOT during the bidding and proposal process.

Finally, the survey showed that the majority of ihesses are not utilizing IDOT’s
business assistance programs. Approximately 1#&peof respondents have participated
in the Mentor-Protégé Program, and 16 percent tepdhat they have participated in
IDOT training initiatives.

2. Recommended Best Management Practices

Best management practices were recommended bynaspis to support their effort to
obtain work from IDOT. The recommendations includedvamping the pre-

gualifications requirements, increase transpareimcythe procurement process, and
expand the DBE training initiatives for start-ups.
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CHAPTER 4: REGRESSION
AND PRIVATE SECTOR
ANALYSIS

INTRODUCTION

Private sector business practices which are nofesulbo government minority and
woman-owned business enterprise (M/WBE) or disaidget business enterprise (DBE)
requirements are indicators of marketplace conastithat could adversely affect the
formation and growth of M/WBEs, thereby depressiig current availability of
M/WBEs. Concrete Works of Colorado v. City of Denver (CeterWorks If) sets forth

a framework for considering a passive participaotieh for an analysis of discrimination
in private sector business practices. In accordavitte Concrete Works ]lregression
analyses were conducted to examine three outconebles—business ownership rates,
business earnings, and business loan approval. Ezgiession analysis compared
minority group membefsand Caucasian females to Caucasian males by Himrfor
race and gender-neutral explanatory variables ascge, education, marital status, and
access to capital. The impact of the explanatoryalbbes on the outcome variables is
described in this chapter. These findings elucidht socio-economic conditions in
IDOT’s market area that should be considered wheasuring the relative availability of
M/WBEs and Caucasian male-owned businesses.

The U.S. Census Public Use Microdata Sample (PUNMEa was used to compare
minority and Caucasian females’ probability of omghia business to the probability of
Caucasian males owning a business. Logistic reigresgas used to determine if race
and gender have a statistically significant effacthe probability of business ownership.
The PUMS data was also used to compare the buseeassngs of M/WBEs to
Caucasian male-owned businesses. An Ordinary Leqsares (OLS) regression was
utilized to analyze the PUMS data for disparitie®usiness earnings after controlling for
race and gender-neutral factors. The Federal Redtward’s National Survey of Small
Business Finances (NSSBF) dataset was used to cend@VBES’ business loan
approval probabilities to Caucasian male-ownedrassies’ loan approval probabilities,
while controlling for other business explanatoryiailes.

1 Concrete Works of Colo., Inc. v. City of Deny86 F. Supp. 2d 1042, 1073 (D. Colo. 2000), rewicbther grounds, 321 F.3d
950 (10th Cir. 2003), cert. denied, 540 U.S. 10GA708).

Minority group members include both males and fema
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1.

The applicable limits of the private sector disénation findings are set forth Builders
Association of Greater Chicago v. City of Chicag¢Bity of Chicago) where the court
established that even when there is evidence wétgrisector discrimination, the findings
cannot be used as the factual predicate for a gowamt-sponsored, race-conscious
M/WBE or DBE program unless there is a nexus betvibe private sector data and the
public agency actions. The private sector finditgsyever, can be used to develop race-
neutral programs to address barriers to the foonaind development of M/WBEs. The
findings can be applied in the Step Two phase oE@Bal setting. Given the case law,
caution must be exercised in the interpretationapplication of the regression findings.
Case law regarding the application of private sediecrimination is discussed below in
detail.

LEGAL ANALYSIS
A. Passive Discrimination

The controlling legal precedent set forth in the84€ity of Richmond v. J.A. Croson
Co? decision authorized state and local governmenteioedy discrimination in the
award of subcontracts by its prime contractorshengrounds that the government cannot
be a “passive participant” in such discriminationJanuary 2008oncrete Works land
City of Chicagoextended the private sector analysis to the ifyegsdn of discriminatory
barriers that M/WBEs encountered in the formatiod development of businesses and
their consequence for state and local remedialrpmg.Concrete Workgl set forth a
framework for considering such private sector disgration as a passive participant
model for analysis. However, the obligation of er@gg an appropriate nexus between
the government remedy and the private sector distation was first addressed @ity

of Chicago

The Tenth Circuit Court decided @oncrete Work$l that business activities conducted
in the private sector, if within the government’anket area, are also appropriate areas to
explore the issue of passive participation. Howetee appropriateness of the City’'s
remedy, given the finding of private sector dis¢nation, was not at issue before the
court. The question before the court was wheth#ficent facts existed to determine if
the private sector business practices under cargiole constituted discrimination. For
technical legal reasonristhe court did not examine whether a consequenligpabctor
remedy, i.e., one involving a goal requirement ba City of Denver's contracts, was

% Builders Association of Greater Chicago v. CityGificago,298 F.Supp.2d 725 (N.D. lil. 2003).
4 488 U.S. 469 (1989).

Plaintiff had not preserved the issue on appehér&fore, it was no longer part of the case.
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“narrowly tailored” or otherwise supported by thetyG private sector findings of
discrimination.

B. Narrow Tailoring

The question of whether a particular public sectonedy is narrowly tailored when it is
based solely on business practices within the misector was at issue @ity of
Chicaga City of Chicage decided ten months aft€oncrete Works JIfound that certain
private sector business practices constituted idigzation against minorities in the
Chicago market area. However, the District Coud dot find the City of Chicago’s
M/WBE subcontracting goal to be a remedy “narrovibilored” to address the
documented private sector discriminatory businas&tiges that had been discovered
within the City’'s market area. The court explicittyated that certain discriminatory
business practices documented by regression asalgsestituted private sector
discrimination. It is also notable that the docutedndiscriminatory business practices
reviewed by the court in th@ity of Chicagowere similar to those reviewed @oncrete
Works Il Notwithstanding the fact that discrimination hetCity of Chicago’s market
area was documented, the court determined thauidence was insufficient to support
the City’s race-based subcontracting goals. Thet@rdered an injunction to invalidate
the City of Chicago’s race-based program.

We note the following statements from that opinion:

Racial preferences are, by their nature, highlpseats and they cannot be
used to benefit one group that, by definition, a either individually or
collectively the present victim of discriminatiofhere may well also be
(and the evidence suggests that there are) me®@@nd women who do
not enter the industry because they perceive barteeentry. If there is
none, and their perception is in error, that fgeeception cannot be used
to provide additional opportunities to M/WBEs ablgan the market to
the detriment of other firms who, again by defonti neither individually
nor collectively are engaged in discriminatory pices®

Given these distortions of the market and theseidray is the City’s
program narrowly tailored as a remedy? It is hdvat I believe the
program fails. There is no “meaningful individugidz review” of
M/WBEs, Gratz v. Bollingey 539 U.S. 244, 156 L. Ed. 2d 257, 123 S.Ct.
2411, 2431 (2003) (Justice O’Connor concurring)ic@gpo’s program is
more expansive and more rigid than plans that baes sustained by the

5 Builders Association of Greater Chicago v. CityGificagg 298 F.Supp.2d 725 (N.D. Ill. 2003).
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courts. It has no termination date, nor has it m®ans for determining a
termination date. The ‘graduation’ revenue amoust viery high,
$27,500,000, and very few have graduated. Thereoisnet worth
threshold. A third-generation Japanese-Americamfeowealthy family,
with a graduate degree from MIT, qualifies (andlr@gi immigrant does
not). Waivers are rarely or never granted on caocsbn contracts, but
“regarding the availability of waivers is of padlar importance... a ‘rigid
numerical quota’ particularly disserves the cau$enarrow tailoring”
Adarand Constructors v. Slatesuprg at 1177. The City’s program is
“rigid numerical quota,” a quota not related to thember of available,
willing and able firms but to concepts of how masfythose firms there
should be. Formalistic points did not survive s$tscrutiny inGratz v.
Bollinger, supra and formalistic percentages cannot survive stytti

C. Capacity to Perform Contracits

The federal circuit appellate decisionRiothe Development Corp. v. U.S. Department of
Defens® involved the issue of capacity. There were twdieaappeals prior to the
appellate court’s holding in November 2008 that Bepartment of Defense’s (DOD)
small disadvantaged business program was uncaditilion its face.

One of the arguments proffered Bptheon appeal was that the district court erred by
relying on six disparity studies that failed toadsish that the DOD played any role in the
discriminatory exclusion of minority-owned contrad.

The court acknowledged that two of the studiesdelipon by Congress attempted to
deal with capacity. The New York City study limitpdme contracts to those valued at
$1 million and under, and the firms in the Dallasdy had a “demonstrated capacity to
win large competitively bid contracts.” Thus, theud concluded that several studies that
were relied upon demonstrated that the firms hadc#pacity to perform a contract. The
court expressed an additional concern as to whelieefirms could danore than one
contract a timeand deduced that a regression analysis was recodeteas the
corrective for going forward.

Caution should also be exercised when determinihiglwminority or gender group is
appropriate for race-conscious or gender-consaiemgedies. For a local government’s
M/WBE program to be narrowly tailored there mustabg&tatistical finding that available

.
8 545 F.3d 1023 (Fed. Cir. 2008).
° d.
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ni.

.

minority subcontractors are underutilized. Where uhderutilization of a minority group
is not found to be statistically significant, thenarity group should not be included in
race-conscious remediésS.

D. Conclusion

As established irCity of Chicago private sector discrimination cannot be usedhas t
factual basis for a government sponsored, racedblsl/BE program without a nexus
to the government's actions. Therefore, the disoation that might be revealed in the
regression analysis is not a sufficient factuadmwate for a IDOT race-based M/WBE
Program unless a nexus is established between @@Tthe private sector data. These
economic indicators, albeit not a measure of pasdigcrimination, are illustrative of
private sector discrimination and can support ID§pBnsored, race-neutral programs.

REGRESSION ANALYSIS METHODOLOGY

A regression analysis is the methodology emplogeaistertain whether there are private
sector economic indicators of discrimination in [ID®market area that could impact the
formation and development of M/WBEs. The three eésgion analyses focus on the
construction, goods and services, miscellaneous ciher professional services, and
architecture and engineering industries. The detsassed for the regression analyses did
not allow for an exact match of the industries ugedDOT’s Availability Study.
Therefore, the four industries were selected totrolosely mirror the industries used in
IDOT’s Study.

As noted, three separate regression analyses ede Tisey are the Business Ownership
Analysis, the Earnings Disparity Analysis, and Bsiness Loan Approval Analysis.

All analyses takes into consideration race and gendutral factors, such as age,
education, and creditworthiness in assessing whefieeexplanatory factors examined
are disproportionately affecting minorities and &es when compared to similarly

situated Caucasian males.

DATASETS ANALYZED

Two datasets produced by the United States CensteaB were used. The 2008 One-
Year PUMS data was used to analyze business owpest earnings disparities in the
Likelihood of Business Ownership Model and the Hags Disparity Model within the

State of lllinois. The PUMS data allowed for an lgsis by an individual’s race, gender,

10 H.B. Rowe Company v. Tippet§15 F.3d 233, Court of Appeals, Fourth Circuit @, July 22, 2010 (NO. 09-1050). The
Rowe Court also ruled that statistical evidence of owudization of women business enterprises that i$ statistically
significant is sufficient factual predicate for giar-based remedies.
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V.

and disability status. The dataset includes obsens regarding personal profile,
industry, work characteristics, and family struetur

The 2003 NSSBF was utilized to analyze business tsial rates in the Likelihood of
Business Loan Denial Model. The NSSBF datasetided observations for business and
owner characteristics, the business’s credit anmthnfiial status, and the lender
environment and loan characteristics. The 2003 NS$Bntains the most recent
available data on access to credit for the EastiNoentral States, which include lllinois,
Indiana, Michigan, Ohio, and Wisconsin. The datasey allowed for an analysis of the
four industries combined by race and gender withénfive-state region.

REGRESSION MODELS DEFINED

A. Likelihood of Business Ownership Model

The Likelihood of Business Ownership Model examities relationship between the
likelihood of being a business owner and socio-enun variables. The dependent
variable, business ownership, includes businessemvof incorporated and non-
incorporated firms. The business ownership variadkes only two values. A value of
"1" indicates that a person is a business owneereds a value of "0" indicates that a
person is not a business owner. When the dependeiable is defined this way it is
called a binary variabl€. In this case a Probit model is utilized to prediet likelihood
of business ownership on the basis of independecib-economic variables. Each
regression uses only data from one industry. ©aiegy of the independent variables
analyzed include educational level, citizenshiptusta employment classifications,
education, and race/gender.

A disparity finding is denoted by an asterisk (*h a@he tables below when the
independent variable is significant at or aboveXhg@ercent level. A finding of disparity
indicates that there is a non-random relationstajween the likelihood of owning a
business and the independent variable. Tablesgoéssion results indicate the sign of
each variable's coefficient from the regressiorpoutlf the coefficient sign is positive, it
means there is a positive relationship betweernvtioevariables. For example, having an
advanced degree is positively related to the hiceld of being a business owner, holding
all other variables constant. If the coefficiengrsifor the independent variable is
negative, this implies an inverse relationship leemvthe two variables. For example, as
the number of years a firm has been in operatioreases, the likelihood of being denied
a business loan decreases, holding all other Jasaonstant.

™ In this case, the standard Ordinary Least Squ@eS) Regression model cannot be employed andkitPmodel is utilized to

predict the likelihood of business ownership
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B. Earnings Disparity Analysis

The Earnings Disparity Model examines the relatigmsbetween the annual self-
employment income and socio-economic variables. gé¥aare defined as the
individual's total dollar income earned in the poms twelve months. Categories of
independent variables analyzed include educatitsmadl, citizenship status, personal
characteristics, and race and gender.

All of the independent variables are regressednagarages in a standard Ordinary Least
Squares regression model (OLS). The OLS modemasts a linear relationship
between the independent variables and the dependmmdble. This multivariate
regression model estimates a line similar to tlendardy= mx+b format but with
additional independent variables. The mathemagiogbose of a regression analysis is to
estimate a linear line for all observations andla&rpif the findings are statistically
significant.

A disparity finding is denoted by an asterisk (*h a@he tables below when the
independent variable is significant at or aboveXhgercent level. A finding of disparity
indicates that there is a non-random relationskdpwben wages and the independent
variable. Tables of regression results indicatesiba of each variable's coefficient from
the regression output. If the coefficient signpissitive, it means there is a positive
relationship between the two variables. For examgfe is positively related to wages.
Therefore, older business owners tend to have higir@ness earnings, holding all other
variables constant. If the coefficient sign foe imdependent variable is negative, this
implies an inverse relationship between the twaabdes. For example, business owners
who have children under the age of six tend to hawer business earnings.

C. Likelihood of Business Loan Denial Mode/

The Likelihood of Business Loan Denial Model exaesirthe relationship between the
likelihood of being denied a business loan andaidess related to socioeconomics and
business. The model is a Probit model where theertignt variable is the reported

probability of experiencing loan denial. The degemt variable is a binary variable

where “1" denotes sometimes or always denied a laad “0" signifies never denied a

loan*? Independent variable categories include racegemdler, business owners' credit
and resources, business credit and financial heatith business/lender environment and
loan characteristics.

12 An ordered Probit model could also be used i@ inodel. This allows for three distinct answers:always denied a loan, 2=

sometimes denied a loan, and 3= never deniedna IBawever, in this case all business owners vélponted “always denied a
loan” or “sometimes denied a loan” were coded as 1.
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A disparity finding is denoted by an asterisk (*h a@he tables below when the
independent variable is significant at or aboveXbgercent level. A finding of disparity
indicates that there is a non-random relationsleipvéen being denied a business loan
and each independent variable. The tables contpthim regression results also indicate
the sign of each variable's coefficient from thgression output. If the coefficient sign is
positive, it means there is a positive relationdiepnveen the two variables. For example,
if having a college degree has a positive coeffigithen business owners with a college
degree are more likely to be denied a business lo@ding all other variables constant.
If the coefficient sign for the independent varald negative, this implies an inverse
relationship between the two variables. For examgea business owner’s credit score
increases, the likelihood of being denied a busitesn decreases.

FINDINGS

A. Likelihood of Business Ownership Model

The business ownership variable is identified by nlmmber of business owners in the
four industries. The analysis considered incorfgarand non-incorporated businesses.
The data in this section comes from the Illinci®2PUMS dataset Previous studies
have shown that many non-discriminatory factorshsas education, age, and marital
status are associated with self-employment. In #malysis, race and gender-neutral
factors are combined with race and gender-spdaiitors in a Probit regression model to
determine whether observed race or gender diggmriie independent of the race and
gender-neutral factors known to be associated sathemployment. It has to be noted
that many of these variables such as having amaddadegree, while seeming to be race
and gender-neutral, may be in fact correlated vate and gender.

3 The PUMS data were collected by the U.S. CeBsueau from a five percent sample of U.S. householthe observations were
weighted to preserve the representative naturdeeof§ample in relation to the population as a whole.
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The PUMS data for the State of lllinois includetbtal of 51,157 individuals in the non-
highway construction, architecture and engineenmgfessional services, and goods and
other services industries. Table 4.01 providesnansary of the number of individuals in
all four industries.

Table 4.01: Summary of Occupational Industry

Number of African AS|e_1r_1- Hispanic Native (_)the_r
Industry . : Pacific : : Minority
Individuals American . American American
American
’\(‘30”"*'9“"?""‘3’ 5,301 8.70% 4.81% 0.72% 13.00%) 0.08% 1.006
onstruction
Architecture
and 601 20.47% 2.66% 4.99% 4.99% 0.00% 1.00%
Engineering
Prgfes.s'o”a' 37,090 31.02% 8.61% 3.67% 10.88% 0.23% 1.29%
ervices
Goods and
Other 8,165 47.50% 8.29% 5.71% 6.32% 0.28% 1.19%
Services
Total 51,157 31.21% 8.10% 3.70% 10.319 0.229 1.24P46

Table 4.02 summarizes the composition of racial gedder composition of business
owners in each of the four industries.

Table 4.02: Minority and Female Business OwnershiRates

African Asian-Pacific Hispanic NEV)Y] (_)the_r
Industry Female . i i . Minority
American American American American
Group
Non-Highway | 7 o7, 3.91% 0.73% 6.35% 0.00% 0.49%
Construction ' ' ' ' ' '
Architecture and o o 0 o o 0
Engineering 11.43% 5.71% 1.43% 4.29% 0.00% 4.29%
Professional | 54 379, 4.67% 4.92% 4.86% 0.16% 0.87%
Services
Goods and Othef 55 659, 4.52% 5.09% 3.39% 0.14% 0.92%
Services
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For each of the four industries, the Probit regogsss used to identify the probability

that an individual owns a business given his or background, including ethnicity,

gender, and race and gender-neutral factors. Thendent variables in all regressions
are binary variables coded as "1" for individualsoware self-employed and "0" for
individuals who are not self-employed. The indemsmdariables used are as follows:

Personal Educational

Characteristics Attainment

- Age — A Bachelor's — African - Female

— Marital Status Degree American

— Citizenship — An Advanced — Asian-Pacific

- Disability Degree American

- Speaking — Hispanic
English at Home American

— Number of — Native American
Children under = Other Minority
the Age of Six ir Group

the Household
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1. Probit Model Results for Non-Highway Construction

Business Ownership Probabilities

Table 4.03 presents the Probit regression resattghie likelihood or probabilify of

owning a business in the non-highway constructiatustry based on the 14 variables

analyzed in this modé?.

Table 4.03: Non-Highway Construction Industry Probt Model

Variable ‘ Coefficient Z-score P-value ‘
Constant -1.659234 -6.8* 0
Age 0.0303318 2.97* 0.003
Bachelor’s Degree (1) 0.1540273 1.95 0.052
Advanced Degree 0.1665286 1.23 0.219
Foreign-born Citizen (2) 0.2407857 1.68 0.094
Non-U.S. Citizen 0.1010698 0.74 0.46
Disability -0.021322 -0.24 0.812
Speaking English at Home -0.1278878 -1.04 0.299
Children under Age 6 0.0098637 0.04 0.972
Married 0.0487295 0.05742 0.396
African American -0.1048991 -0.87 0.383
Asian-Pacific American -0.3271344 -1.21 0.226
Hispanic American -0.6668054 -6.27* 0
Other Minority Group -0.725053 -2.91* 0.004
Caucasian Female -0.3954743 -4.4* 0
% The terms “probability” and “likelihood” are us@wterchangeably throughout the chapter.
% There are no observations of self-employed Nafimericans in this industry
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The findings of business ownership probabilities tire non-highway construction
industry are as follows:

a.

The probability of non-highway construction busmesvnership is positively
associated with increased age. Older individuassagnificantly3 more likely to
be non-highway construction business owners.

Persons with disabilities are less likely to beibess owners in the non-highway
construction industry but not at a statisticallyngiicant level.

Hispanic Americans are significantly less likelylde self-employed4 in the non-
highway construction industry.

Other minority groups are significantly less likdly be business owners in the
non-highway construction industry.

The probability of non-highway construction busmesvnership is negatively
associated with the African American and Asian-flachmerican variables.
However, the relationship between each of thesepeddent variables and the
dependent variable, business ownership in the mgimalay construction industry,
is not a statistically significant relationship.

Caucasian females are significantly less likelypéobusiness owners in the non-
highway construction industry.

It is important to note that besides the age véjato other race and gender-
neutral variable impacts the probability of nonkwgy construction business
ownership at a statistically significant level.

3

4

Throughout this chapter, significance refers ttistiaal significance.

Note: The terms business owner and self-employedised interchangeably throughout the chapter.
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2. Probit Model Results for Architecture and Engineering
Business Ownership Probabilities

Table 4.04 presents the Probit regression resoitthé likelihood of owning a business
in the architecture and engineering industry udimg 14 variables analyzed in this
model®

Table 4.04: Architecture and Engineering Probit Mocel

Variable Coefficient Z-score P-value

Constant -4.286441 -4.49* 0

Age 0.0830617 2.2* 0.028
Bachelor's Degree 0.2842864 1.5 0.135
Advanced Degree 0.6094879 2.73* 0.006
Foreign-born Citizen -0.3646633 -0.96 0.336
Non-U.S. Citizen -0.0620636 -0.15 0.881
Disability 0.3772053 1.08 0.278
Speaking English at Home 0.3091614 0.94 0.348
Children under Age 6 0.0425307 0.08 0.935
Married -0.2754745 -1.45 0.148
African American 0.5658357 1.34 0.181
Asian-Pacific American -0.3056624 -0.52 0.6

Hispanic American 0.0711975 0.19 0.851
Other Minority Group 1.462839 2.82* 0.005
Caucasian Female -0.1102125 -0.46 0.647

5

There are no self-employed observations for Nakiweericans in this industry.

Mason Tillman Associates, Ltd. March 2011
lllinois Department of Transportation

2012 DBE Availability Study
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The Probit regression results for the architectun@ engineering industry show:

a.

The likelihood of architecture and engineering bass ownership is positively
associated with the increase of age. Older indadsl are significantly more
likely to be business owners in the architecture emgineering industry.

Individuals with an advanced degree, beyond thecdlaareate level, have a
significantly higher probability of being busineswners in the architecture and
engineering industry.

Persons with disabilities are more likely to beibess owners in the architecture
and engineering industry, but not at a statistycsilijnificant level.

Asian-Pacific Americans and Caucasian females ass likely to be self-
employed in the architecture and engineering inglugtut not at a statistically
significant level.

Other minority groups are significantly more likdly be self-employed in the
architecture and engineering industry. Howeveg onust note that due to the
small number of business owners in the architecdnceengineering industry, this
result do not hold as much weight.
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3. Probit Model Results for Professional Services Busess

Ownership Probabilities

Table 4.05 presents the Probit regression resoitthé likelihood of owning a business

in the professional services industry using thediables analyzed in this model.

Table 4.05: Professional Services Probit Model

Variable Coefficient Z-score P-value
Constant -2.422941 -10.19* 0
Age 0.0413653 4.25* 0
Bachelor's Degree 0.2818841 5.14* 0
Advanced Degree 0.6543929 12.49* 0
Foreign-born Citizen 0.0307197 0.34 0.737
Non-U.S. Citizen 0.0201058 0.17 0.866
Disability 0.1026777 11 0.272
Speaking English at Home -0.0035269 -0.04 0.968
Children under Age 6 0.1707575 1.8 0.072
Married 0.0824497 1.75 0.081
African American -0.411501 -4.3* 0
Asian-Pacific American -0.4838125 -4.3* 0
Hispanic American -0.3459939 -3.07* 0.002
Native American -0.3714467 -0.94 0.346
Other Minority Group -0.2006813 -1.03 0.301
Caucasian Female -0.3968516 -8.39* 0
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The professional services industry Probit regressegults indicate:

a. The likelihood of business ownership significanithcreases as age increases;
older individuals are significantly more likely tbe business owners in the
professional services industry.

b. Individuals with a bachelor’'s degree or an advardesgtee are significantly more
likely to be business owners in the professionalises industry.

c. Persons with disabilities are more likely to beibess owners in the professional
services industry, but not at a statistically digant level.

d. African Americans, Asian-Pacific Americans, and péieic Americans are
significantly less likely to be business owners thre professional services
industry.

e. Caucasian females are significantly less likelyb® business owners in the
professional services industry.
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4. Probit Model Results for Goods and Other Services siness
Ownership Probabilities

Table 4.06 depicts the Probit regression resuttshi® likelihood of owning a business in
the goods and other services industry using theati&bles analyzed in this model.

Table 4.06: Goods and Other Services Probit Model

Variable Coefficient Z-score
Constant -2.569072 -22.2* 0
Age 0.0359872 8.02* 0
Bachelor's Degree 0.1728991 5.88* 0
Advanced Degree 0.1162138 2.49* 0.013
Foreign-born Citizen 0.1237554 1.92 0.055
Non-U.S. Citizen 0.0318618 0.43 0.671
Disability -0.07383 -1.69 0.091
Speaking English at Home -0.1455015 -2.46* 0.014
Children under Age 6 0.0478549 0.67 0.506
Married 0.2185702 7.75* 0
African American -0.2484091 -4.78* 0
Asian-Pacific American -0.1767785 -2.56* 0.011
Hispanic American -0.5454879 -8.98* 0
Native American -0.2799747 -0.86 0.388
Other Minority Group -0.1719615 -1.45 0.147
Caucasian Female -0.1099905 -4.,05* 0
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The goods and other services industry Probit regresesults indicate:

a.

The likelihood of business ownership is positivasociated with an increase in
age; older individuals are significantly more likab be self-employed in the
goods and other services industry.

Having a bachelor's degree or an advanced degggefisantly increases the
likelihood of being a business owner in the goaus ather services industry.

Persons with disabilities are less likely to owhusiness in the goods and other
services industry but not a statistically signifitievel.

Individuals who speak only English at home are ificantly less likely to own a
business in the goods and other services industry.

Married individuals are significantly more likely tbe business owners than
unmarried individuals in the goods and other sesviadustry.

African Americans, Asian-Pacific Americans, and péisic Americans are
significantly less likely to be business ownersthie goods and other services
industry.

Caucasian females are significantly less likelpwm a business in the goods and
other services industry.
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B. Summary of the Likelihood of Business
Ownership Model Results

The regression analysis examined the differentabées’ impact on an individual’s

likelihood of owning a business in the non-highwegnstruction, architecture and
engineering, professional services, and goods #mel gervices industries. Controlling
for race and gender-neutral factors, the Likelihob@usiness Ownership Model results
show that statistically significant disparitiestive likelihood of owning a business exist
for minorities and females.

Caucasian females and Hispanic Americans experigrecgreatest disparity as they are
significantly less likely to own a business in ti@n-highway construction, professional
services, and goods and other services indusCiggcasian females are also less likely
to own a business in the architecture and engingendustry, but not at a statistically
significant level. African Americans and Asian-HaciAmericans have a statistically
significant business ownership disparity in thef@ssional services and goods and other
services industries. Asian-Pacific Americans ase &ss likely to own a business in the
architecture and engineering industry, but not atadistically significant level. Native
Americans had a lower likelihood of owning a bussé the professional services and
goods and other services industries, but not ataésscally significant level. Other
minority groups have a statistically significantvier probability of owning a business in
the non-highway construction and architecture amgireering industries. They also
have a lower likelihood of owning a business in phefessional services and goods and
other services industries, but not at a statigyicagnificant level. In the architecture and
engineering industry, other minority groups havestatistically significant higher
probability of owning a business; however this lesunot as substantive due to the few
observations in this industry. In addition, pesavith disabilities a lower likelihood of
owning a business in the non-highway constructamshitecture and engineering, and
goods and other services industries but not atesstally significant level.
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C. Business Earnings Disparity Analysis

The business earnings variable is identified bfresmployment incomewithin the year
2008 for the four industries: non-highway consiiutt architecture and engineering,
professional services, and goods and other servitesanalysis considered incorporated
and non-incorporated businesses.

Previous studies have shown that many non-discatoig factors, such as education,
age, and marital status, are associated with sghleeyment income. In this analysis, race
and gender-neutral factors are combined with racg gender groups in an OLS
regression model to determine whether observed maceyender disparities were
independent of the race and gender-neutral fad¢toosvn to be associated with self-
employment income.

An OLS regression analysis is used to assess #semce of business earning disparities.
The 2008 PUMS dataset used in this analysis cantitotal of 51,157 observations in

the four occupational industries. OLS regressioagehbeen conducted separately for
each industry. A set of 15 independent variables wmed for all regressions, which

includes the following:

Personal characteristics Educ_:atlonal Gender
attainment

- Age — A Bachelor's — African - Female
— Marital Status Degree American
— U.S. Citizenship — An Advanced — Asian-Pacific
- Being a Foreign-born U.S| Degree American
Citizen — Native American
— Disability Status - Hiqunic
— Not Speaking English at American
Home — Other Minority
— Number of Children unde Groups
Age Six in the Household

! The terms “business earnings” and “self-employnieztime” are used interchangeably.

2 Each independent variable is a binary variable dae 1" if the individual has that variable presand “0" if otherwise (i.e. for

the Hispanic American variable, it is coded asifthe individual is Hispanic American and “0" ifteerwise).
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1. OLS Regression Results for Business Earnings in thdon-
Highway Construction Industry

Table 4.07 depicts the results of the OLS regres®io business earnings in the non-highway
construction industry based on the 14 variable$yaed in this mode.

Table 4.07: Non-Highway Construction Industry OLS Regression

Variable Coefficient T-score P-value
Constant -9657.671 -1.39 0.165
Age 1309.967 3.58* 0
Bachelor's Degree 3560.333 0.78 0.438
Advanced Degree 2426.111 0.53 0.599
Foreign-born Citizen -2394.637 -0.49 0.626
Non-U.S. Citizen -5642.26 -1.47 0.141
Disability -14139.21 -5.95* 0
Speaking English at Home -4773.797 -1.31 0.19
Children under Age 6 -7232.74 -1.85 0.065
Married 1607.39 0.67 0.504
African American 1634.745 0.27 0.784
Asian-Pacific American -10012.54 -1.7 0.089
Hispanic American -2832.15 -0.64 0.525
Other Minority Group -10190.61 -2.62* 0.009
Caucasian Female -9542.34 -3.1* 0.002

3

There are no observations for Native Americansiig industry.

Mason Tillman Associates, Ltd. March 2011

lllinois Department of Transportation
2012 DBE Availability Study

4-21



The OLS regression results for business earningseimon-highway construction industry show
the following:

a.

Older business owners have significantly higherirass earnings in the non-highway
construction industry.

Persons with disabilities have significantly lowersiness earnings in the non-highway
construction industry.

Asian-Pacific Americans and Hispanic Americans hbweer business earnings in the
non-highway construction industry but not at aistaglly significant level.

Other minority groups have significantly lower mess earnings in the non-highway
construction industry.

Caucasian females have significantly lower busineamings in the non-highway
construction industry.
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The OLS regression results for business earninghenarchitecture and engineering industry
based on the 14 variables analyzed in this mogellepicted in Table 4.08.

2. OLS Regression Results for Business Earnings in th&rchitecture
and Engineering Industry

Table 4.08: Architecture and Engineering Industry Q.S Regression

Variable Coefficient T-score P-value
Constant -103758.7 -1.46 0.151
Age 4322.424 1.79 0.079
Bachelor's Degree -6662.955 -0.55 0.586
Advanced Degree 19546 0.95 0.345
Foreign-born Citizen -1547.078 -0.07 0.943
Non-U.S. Citizen -89801.02 -1.9 0.062
Disability -11076.28 -0.87 0.389
Speaking English at Home 3165.301 0.17 0.864
Children under Age 6 10817.35 0.53 0.602
Married -9374.247 -0.77 0.444
African American 14472.1 0.68 0.497
Asian-Pacific American 93714.34 4.93* 0
Hispanic American 139072.1 1.26 0.212
Other Minority Group 76649.85 3.86* 0
Caucasian Female -17188.68 -1.04 0.301

4

There are no observations for Native Americansii industry.

Mason Tillman Associates, Ltd. March 2011
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The OLS regression results for business earningbanarchitecture and engineering industry
indicate the following:

a. Persons with disabilities have lower business egmin the architecture and engineering
industry but not at a statistically significant ékv

b. Asian-Pacific Americans and other minority grougssén significantly higher business
earnings in the architecture and engineering imgustiowever, one must note that due
to the small number of business owners in the tctire and engineering industry, this
result do not hold as much weight.

c. Caucasian females have lower business earningbeimatchitecture and engineering
industry but not at a statistically significant ékv
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3. OLS Regression Results for Business Earnings in tHerofessional
Services Industry

The OLS regression results for business earningiserprofessional services industry based on
the 15 variables analyzed in this model are degictd able 4.09.

Table 4.09: Professional Services OLS Regression

Variable Coefficient T-score P-value

Constant -10237.49 -0.64 0.525
Age 1803.818 2.55* 0.011
Bachelor's Degree 4071.579 1.2 0.229
Advanced Degree 30691.19 6.97* 0

Foreign-born Citizen -3186.464 -0.41 0.683
Non-U.S. Citizen -1046.631 -0.12 0.908
Disability -15889.66 -3.16* 0.002
Speaking English at Home -2321.002 -0.34 0.737
Children under Age 6 -5929.746 -0.84 0.401
Married 1633.04 0.36 0.721
African American -12296.63 -1.05 0.293
Asian-Pacific American -219.6247 -0.02 0.987
Hispanic American -19537.61 -2.52* 0.012
Native American -34579.36 -7.73* 0

Other Minority Group -19870.42 -1.79 0.074
Caucasian Female -15052.36 -3.71* 0
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The OLS regression results for business earningiseirprofessional services industry show the
following:

a.

Older business owners have significantly higherinass earnings in the professional
services industry.

Business owners with an advanced degree haveisaymtiy higher business earnings in
the professional services industry.

Persons with disabilities have significantly lowmrsiness earnings in the professional
services industry.

African Americans, Asian-Pacific Americans, and estminority groups have lower
business earnings in the professional servicestnglbut not at a statistically significant
level.

Hispanic Americans and Native Americans have sicgnitly lower business earnings in
the professional services industry.

Caucasian females have significantly lower busie@sgings in the professional services
industry.
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4. OLS Regression Results for Business Earnings in th@oods and
Other Services Industry

The OLS regression results for business earningiseigoods and other services industry based
on the 15 variables analyzed in this model areadegiin Table 4.10.

Table 4.10: Goods and Other Services OLS Regression

Variable Coefficient T-score P-value

Constant -9004.95 -1.2 0.229
Age 1146.018 4* 0
Bachelor's Degree 3435.117 1.28 0.2
Advanced Degree 18482.03 3.28* 0.001
Foreign-born Citizen -1275.263 -0.34 0.731
Non-U.S. Citizen -171.2604 -0.04 0.969
Disability -1564.245 -0.32 0.753
Speaking English at Home 4942 .227 1.61 0.108
Children under Age 6 -6368.041 -1.96 0.05
Married 4814.49 2.53* 0.011
African American -6053.226 -2.14% 0.033
Asian-Pacific American -8973.856 -1.89 0.059
Hispanic American -1507.016 -0.32 0.753
Native American -5769.981 -0.33 0.738
Other Minority Group -19411.36 -6.39* 0
Caucasian Female -11143.48 -5.79*% 0
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The OLS regression results for business earningiseirgoods and other services industry show
the following:

a. Older business owners have significantly higheiir®ss earnings in the goods and other
services industry.

b. Business owners with an advanced degree haveisggmiify higher business earnings in
the goods and other services industry.

c. Persons with disabilities have lower business agmin the goods and other services
industry but not at a statistically significant ékv

d. Business owners with children under the age ofhsixe significantly lower business
earnings in the goods and other services industry.

e. Married business owners have significantly highesibess earnings in the goods and
other services industry.

f. African Americans have significantly lower businesarnings in the goods and other
services industry.

g. Asian-Pacific Americans, Hispanic Americans, andtia Americans have lower
business earnings in the goods and other servighisstry but not at a statistically
significant level.

h. Other minority groups have significantly lower mess earnings in the goods and other
services industry.

Caucasian females have significantly lower busiregssings in the goods and other services
industry.

D. Business Earnings Disparity Analysis Conclusion

The Earnings Disparity Model regression analysisudrented statistically significant disparities
in business earnings for minorities, females, aasqgns with disabilities. Caucasian females
experience the greatest business earnings disgityrey have statistically significant lower
business earnings in the non-highway construcfioofessional services, and goods and other
services industries. African Americans have astteally significant business earnings disparity
in the goods and other services industry. Theyp &ave lower business earnings in the
professional services industry, but not at a stediky significant level. While Asian Americans
have lower business earnings in the non-highwasgtcoction, professional services, and goods
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and other services industries, these disparitiehat statistically significant. Asian Americans
also have statistically significant higher businessnings in the architecture and engineering
industry. However, one must note that due to timallsnumber of business owners in the
architecture and engineering industry, this resldt not hold as much weight. Hispanic
Americans and Native Americans face statisticatipiéicant business earnings disparities in the
professional services industry. They also havestolusiness earnings in the goods and other
services industry, but not at a statistically digant level. In addition, Hispanic Americans
have lower business earnings in the non-highwagtecoaction industry, but this disparity is also
not statistically significant. Other minority grasipave statistically significant business earnings
disparities in the non-highway construction and dgo@and other services industries. In the
professional services industry, other minority gr®@dnave lower business earnings, but not at a
statistically significant level. Additionally, o#h minority groups have statistically significant
higher business earnings in the architecture agtheering industry. Persons with disabilities
face statistically significant business earningspdrities in the non-highway construction and
professional services industries. In addition,ytheve lower business earnings in the
architecture and engineering and goods and otheices industries, but not at a statistically
significant level.

E. Likelihood of Business Loan Denial Analysis

Access to business capital in the form of loanmeéssured by the Likelihood of Business Loan
Denial. The Likelihood of Business Loan Denial ahie is a score that reflects the reported
probability of experiencing loan denial. The datathis section comes from the 2003 NSSBF
dataset. Previous studies have shown that many non-digeaitory factors such as education,

experience of the firm owner, and firm charactersstould lead to differences in a business
owner’s loan denial rate. In this analysis, race gander-neutral factors are combined with race
and gender groups in a Probit regression modekterchine whether observed race or gender
disparities were independent of the race and gemeléral factors known to be associated with
self-employment.

Access to business capital in the form of loanmeasured by the likelihood of loan denial
among 3,260 business owners in all industries. Thtaset does not contain sufficient
information on all four industries to allow for separate examination of each industry.
Therefore, the estimation is based on the entimgtafrom the 2003 NSSBF for the East North
Central States region. The NSSBF records the gpbimrdocation of the firm by Census

The National Survey of Small Business Finances @fSlata were collected by the U.S. Federal Resérie NSSBF
collects information on small businesses (fewen th@0 employees) in the United States such as rosiragacteristics, firm
size, use of financial services, and the incomelmldnce sheets of the firm. The 2003 NSSBF datsske most recently
released dataset yet to date.
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Division, not city, county, or state. lllinois iscated within the East North Central States
Division.

A Probit regression is used to examine the fadt@smight explain loan denials for the business
owners. The dependent variable is a binary varialblere "1" denotes being denied a business

loan, and "0" signifies being approved for a bussnkan. The independent variables describe
four sets of factors:

1. The business owner's minority and gender group clasication
2. The business owner's credit and resources
3. The business’s credit and financial health

4. The environment in which the business and lender agpate, such as
the number of institutions the business owner dealwith, and
whether the business is a sole trader or a partneng

Within each set, variables with no recorded obd®mwa are deleted from the dataset. For
example, among all denied loans, no observatiam$oand for Native Americans, Asian-Pacific
Americans, or PBEs; therefore, the regression didntlude these three groups. The results of
the Probit regression for each set of factors ezsgmted in Table 4.11.
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Table 4.2: Probit Model for the Likelihood of Business Loan Denial

Variable

Constant

Coefficient

-1.789

Z-score

-23.49*

P-value

0.000

African American 0.532 2.190* 0.028
Hispanic American 0.783 4.090* 0.000
Female -0.355 -2.580* 0.010

Age -0.028 -4.370* 0.000
Years of Experience 0.015 2.410* 0.016
Less than High School 0.180 1.220 0.223
High School Education 0.413 2.640* 0.008
Some College 0.129 0.830 0.408
Use of Owner’s Personal Credit Card for Businegs  0.159 1.570 0.116
Average Monthly New Business Expense 0.000 -0.470 0.639
Owner Delinquent Obligations in Past 3 Years 0.977 8.360* 0.000

Mason Tillman Associates, Ltd. March 2011
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Number of Employees 0.002 2.660* 0.008
Age of Firm -0.008 -2.010* 0.045
Checking Account Balance 0.000 -2.560* 0.010
Savings Account Balance 0.000 -2.020* 0.044
Firm Has a Savings Account 0.004 0.030 0.979
Collateral Required for Credit Line 0.034 0.150 0.878
Firm Has a Business Mortgage 0.574 2.610* 0.009
Firm Has a Vehicle Loan 0.628 2.650* 0.008
Firm Has an Equipment Loan 0.058 0.250 0.803
Number of Stockholder Loans 0.016 0.440 0.659
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Variable Coefficient Z-score P-value ‘
Firm Has Capital Leases -0.190 -0.770 0.443
Total Sales 0.000 -0.860 0.390
Total Cost of Doing Business 0.000 0.850 0.398
Yearly Profit 0.000 1.010 0.313
Cash on Hand 0.000 -2.590* 0.010
Total Assets 0.000 2.330* 0.020
Total Principal Amount of All Outstanding Loans 0.000 -0.750 0.451
Total Equity 0.000 -3.880* 0.000
More than 60 Days Delinquent in Last 3 Years 0.571 5.750* 0.000
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Partnership 0.444 2.090* 0.037
Sole Proprietor 0.330 1.610 0.107
Incorporation 0.365 1.750 0.080
Number of Institutions 0.159 7.420* 0.000
100% Bank Deposits -0.023 -0.150 0.882
100% Bank Deposits, 50% Thrift Deposits 0.069 0.360 0.717
100% Bank Deposits, 100% Thrift Deposits -0.246 -1.680 0.093
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The Probit regression results for the LikelihoodBafsiness Loan Denial Model indicate the
following:

a.

Business Owner’s Minority Group and Gender Classiftation

» African Americans and Hispanic Americans have aifigantly higher probability of
being denied a business loan.

* Females have a significantly lower probability efriy denied a business loan.
Business Owner’s Credit and Resources
e Older business owners are significantly less likelpe rejected for a business loan.

* Business owners with more years of working expeeemave a significantly higher
probability of being rejected for a business loan.

* Business owners with only a high school educatieneha significantly higher
probability of being denied a business loan.

* Business owners with delinquent obligations in thast three years have a
significantly higher probability of being deniedasiness loan.

Firm’s Credit and Financial Health

e Firms with more employees have a significantly keigprobability of being denied a
business loan.

e Firms with more years of business operations hasigraficantly lower probability of
being denied a business loan.

e Firms with a checking account balance or a saviagsount balance have a
significantly lower probability of being denied adiness loan.

e« Firms with a business mortgage have a significahtgher probability of being
denied a business loan.

e Firms with a vehicle loan are significantly moreelly to be denied a business loan.

* Firms with cash on hand are significantly lessliike be denied a business loan.
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* Firms with higher total assets are significantlysléikely to be denied a business loan.

e Firms with higher total equity are significantlystelikely to be denied a business
loan.

e Firms with more than 60 days of delinquent histarythe past three years are
significantly more likely to be denied a businesan.

d. The Environment in which the Firm and Lender Operate
e Firms that are a Partnership are significantly nikeedy to be denied a business loan.

* The more financial institutions a business ownantacts to apply for a loan, the
more likely the owner will be denied a businessloa
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1. Business Interest Rates among Minorities and Female

The relationship between the business interess @teong different ethnic groups and females
have been tested and compared using OLS regre§sata.on interest rates was analyzed using
the 2003 NSSBF dataset. The results are showabte®.12.

Table 4.3: Business Interest Rates among Minoritiesnd Females

Variable Coefficient T-score P-value
Constant 12.353 106.330* 0.000
African American 0.629 0.910 0.360
Hispanic American 1.511 2.340* 0.019
Native American -1.117 -1.100 0.271
Caucasian 0.0001 1.560 0.119
Female 0.289 0.990 0.323

The findings indicate that Hispanic Americans agaificantly more likely to get charged higher
interest rates on a business loan than female,a&Sau African American, and Native American
business owners.

a. Summary of the Likelihood of Business Loan Denialddl Results

The Likelihood of Business Loan Denial Model regetilat statistically significant disparities

exist for African American and Hispanic American+wd businesses. Even after controlling for
race and gender-neutral factors, the regressiotysamareveals that African American and

Hispanic American businesses have a significantidr probability of being denied a business
loan. In addition, Hispanic Americans are more liik® pay higher interest rates on business
loans when compared to similarly situated femalaudasian, African American, and Native

American business owners.
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F. GROWTH INDICATORS FOR MINORITY-OWNED
BUSINESSES

The minority-owned business survival, expansioml eontraction rates are reported in the U.S.
Small Business Administration’s (SBA) Office of Aalvacy report published in 2005. The
report tracks minority-owned businesses over thi®ged 997 to 200%.

1. Datasets Analyzed

The statistical tabulations, extracted from thepoeses to the 1997 Survey of Minority-Owned
Business Enterprises (SMOBEyyere provided to the Small Business Administrasiddffice

of Advocacy by the U. S. Census Bureau. The SMOBIg ocontains information on employer
establishments, not firms, which are a better nreasubusiness ownership. It also only contains
information on establishments in existence in 19®i establishments that opened after 1997.

2. Findings
a. Business Survival Rates

The report examined the survival rates of busieessrprises with paid employees other than the
owner's family members. Between 1997 and 2001stinéval rate of all MBEs was lower than
that of Caucasian-owned business enterprises. Uiveval rate for Caucasian-owned employer
estatzlishments was 72.6 percent. The survival ktéigse ethnic groups are presented in Table
4.13.

This was the most recently released report atithe the regression analysis was performed.

3 Lowery, Ying. 2005. "Dynamics of Minority-Owndgmployer Establishments, 1997-2001." U.S. Sma#iiBess Administration Office of
Advocacy. Washington D.C.

These classifications reflect those used in Yingvéxy's 2005 report, "Dynamics of Minority-Owned Eloyper Establishments, 1997-
2001." For the 2011 State of llinois DepartmehCentral Management Services Disparity and AvditgbStudy, Pacific Islanders are
included under Asian American, and American Indiang Alaska Natives are included under Native Aozeri
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Table 4.13: Business Survival Rates

Ethnicity Business Survival Rate

African American 61%
American Indian and Alaska Native 67%
Asian American and Pacific Islander 72.1%
Caucasian 72.6%
Hispanic American 68.6%

These results demonstrate that MBEs have a lovedrapility of succeeding, and thus a higher
probability of closure, as compared to Caucasianambusinesses.

b. Business Expansion Rates
During the four year period, Caucasian-owned bgsinenterprises' expansion rate was 27.4
percent. The business expansion rate measuresdrease in the number of employees. The

expansion rates reported for five ethnic groupdepected in Table 4.14.

Table 4.4: Business Expansion Rates

Ethnicity Business Expansion Rate

African American 25.7%
American Indian and Alaska Native 27.8%
Asian American and Pacific Islander 32.1%
Caucasian 27.4%
Hispanic American 34%

The business expansion rate results indicate thspaHic American, Asian American and
Pacific Islander, and American Indian and Alaskdi\nabusiness enterprises’ expansion rates
exceeded that of Caucasian-owned business entgpHswever, African American businesses
experienced lower expansion rates than Caucasiaegbusinesses.
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vil.

c. Business Contraction Rates
Business contraction measures the rate at whichsadss enterprise reduces the number of
employees. The contraction rate of Caucasian-ovsthesses was 21.1 percent. Table 4.15
depicts the business contraction rates reportefiv®ethnic groups.

Table 4.15: Business Contraction Rates

Ethnicity Business Contraction Rates

African American 19.9%
American Indian and Alaska Native 22.4%
Asian American and Pacific Islander 22.9%
Caucasian 21.1%
Hispanic American 17.8%

Table 4.15 shows that African American and Hispahmerican business enterprises have a
lower probability of reducing their total number employees compared to Caucasian-owned
businesses. Nonetheless, Asian American and Pdslficder and American Indian and Alaska
Native business enterprises have a higher cordraatate than that of Caucasian-owned
businesses.

CONCLUSION

This chapter used three regression models to deterwhether there are factors in the private
sector which might account for statistical dispesitbetween M/WBE availability and utilization
in the three outcome variables of business owngrdhiisiness earnings, and business loan
denial. Disability status was also examined in widhe three outcome variables -- business
ownership and business earnings. Furthermore,ctiapter examined growth indicators for
various ethnic groups from the findings of a U.8nall Business Administration Office of
Advocacy report.

The three regression models used for this analysie the Likelihood of Business Ownership
Model, the Earnings Disparity Model, and the Likelbd of Business Loan Denial Model. The
regression analysis examined the effect of racegamder on the three outcome variables. This
analysis was performed for the four industries -A-highway construction, architecture and
engineering, professional services, and goods dner services — which are included in the
Disparity Study. The Business Ownership Model dmel Earnings Disparity Model used data
4-
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from the 2008 PUMS dataset for the State of llendihe Business Loan Denial Model used data
from the 2003 NSSBF dataset for all industries iwithe East North Central States region.

The regression analysis examined the differentaagibry variables’ impact on an individual’s
likelihood of owning a business in the non-highveaystruction, architecture and engineering,
professional services, and goods and other serindestries. Controlling for race and gender-
neutral factors, the Likelihood of Business Owngrsiodel results show that statistically
significant disparities in the likelihood of owniregbusiness exist for minorities and females.
Caucasian females and Hispanic Americans experi¢gheegreatest disparity as they are
significantly less likely to own a business in tl@n-highway construction, professional services,
and goods and other services industries. Cauctsiaales are also less likely to own a business
in the architecture and engineering industry, ttat a statistically significant level. African
Americans and Asian-Pacific Americans have a stedity significant business ownership
disparity in the professional services and goodd ather services industries. Asian-Pacific
Americans are also less likely to own a businesherarchitecture and engineering industry, but
not at a statistically significant level. Native A&ntans had a lower likelihood of owning a
business in the professional services and goodso#imel services industries, but not at a
statistically significant level. Other minority grmps have a statistically significant lower
probability of owning a business in the non-highwegnstruction and architecture and
engineering industries. They also have a loweelillood of owning a business in the
professional services and goods and other serndestries, but not at a statistically significant
level. In the architecture and engineering indusbther minority groups have a statistically
significant higher probability of owning a busingkewever this results is not as substantive due
to the few observations in this industry. In aidi persons with disabilities a lower likelihood
of owning a business in the non-highway constructarchitecture and engineering, and goods
and other services industries but not at a stalt significant level.

The Earnings Disparity Model regression analysisudrented statistically significant disparities
in business earnings for minorities, females, aagns with disabilities. Caucasian females
experience the greatest business earnings disgityrey have statistically significant lower
business earnings in the non-highway constructioofessional services, and goods and other
services industries. African Americans have astteally significant business earnings disparity
in the goods and other services industry. Theyp &lave lower business earnings in the
professional services industry, but not at a stediy significant level. While Asian Americans
have lower business earnings in the non-highwasgtcaction, professional services, and goods
and other services industries, these disparitiehat statistically significant. Asian Americans
also have statistically significant higher businessnings in the architecture and engineering
industry. However, one must note that due to timallsnumber of business owners in the
architecture and engineering industry, this resldt not hold as much weight. Hispanic
Americans and Native Americans face statisticatipiéicant business earnings disparities in the
professional services industry. They also havestolusiness earnings in the goods and other
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services industry, but not at a statistically digant level. In addition, Hispanic Americans
have lower business earnings in the non-highwagtecoction industry, but this disparity is also
not statistically significant. Other minority grasipave statistically significant business earnings
disparities in the non-highway construction and dgo@and other services industries. In the
professional services industry, other minority gir®dnave lower business earnings, but not at a
statistically significant level. Additionally, otheninority groups have statistically significant
higher business earnings in the architecture agtheering industry. Persons with disabilities
face statistically significant business earningspdrities in the non-highway construction and
professional services industries. In addition,ytheve lower business earnings in the
architecture and engineering and goods and otheices industries, but not at a statistically
significant level.

The Likelihood of Business Loan Denial Model regetilat statistically significant disparities
exist for African American and Hispanic Americanfmd businesses. Controlling for race and
gender-neutral factors, the regression analysigalevthat African American and Hispanic
American businesses have a higher probability aigodenied a business loan at a statistically
significant level. In addition, Hispanic Americaase more likely to pay higher interest rates on
business loans when compared to similarly situafiemale, Caucasian, African American, and
Native American business owners.

The statistically significant disparity documenfed African American and Hispanic American
business owners points to the presence of racgemdler disparity as a factor in their access to
business capital. Access to business capital inpthaate sector constitutes a major factor in
business development and continuity. The documedisgarity in African American and
Hispanic American business owners’ access to bssicapital may have adversely impacted the
number of these businesses in the non-highway matistn, architecture and engineering,
professional services, and goods and other serindestries.

The analysis of business growth indicators exadirfer various racial groups showed that
MBEs have a lower probability of succeeding andghér probability of closure, as compared to
their Caucasian counterparts. The MBE survivalpagsion, and contraction rates also
demonstrate African American business enterprigpsreence lower expansion rates than their
Caucasian counterparts. Furthermore, Asian AmecahPacific Islander and American Indian
and Alaska Native business enterprises have a tigh@raction rate than that of similarly
situated Caucasian-owned businesses.
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Analyses of these three outcome variables documehs$parities that could adversely affect the
formation and growth of M/W/DBEs within the non-higay construction, architectural and
engineering, professional services, and goods #me services industries. In the absence of a
race and gender-neutral explanation for the disgpayithe regression findings document racial
and gender discrimination in business ownershipsrabusiness earnings, and business loan
denial rates. Such discrimination creates econamoiaitions in the private sector that deter
minorities, females, and persons with disabilifresn creating businesses as manifested in their
lower formation rates, and disadvantage M/W/DBEsdbpressing their earnings and limiting
their access to business capital in the Statdibik.

It is important to note there are limitations te #pplication of the regression findings in that no
matter how discriminatory the private sector maythe findings cannot be used as the factual
basis for a government-sponsored, race-based M/\Wilgram. They can, however, be a
formula for developing race-neutral programs tamelate any identified barriers to the

formation and development of M/W/DBEs. Therefor@utton must be exercised in the

interpretation and application of the regressionifigs.

4-41
Mason Tillman Associates, Ltd. March 2011
lllinois Department of Transportation
2012 DBE Availability Study



A

MASON TILLMAN

ASSOCIATES, LTD.





