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CHAPTER 1.
Introduction

The Montana Department of Transportation (MDT) is responsible for the planning, design,
maintenance, operation, and management of Montana'’s state-owned roadways, walkways, rest areas,
airports, and numerous public-use facilities, including federal and state highways as well as airports.
As a United States Department of Transportation (USDOT) fund recipient, MDT implements the
Federal Disadvantaged Business Enterprise (DBE) Program, which is designed to address potential
discrimination against DBEs in the award and administration of USDOT-funded projects. MDT
retained BBC Research & Consulting (BBC) to conduct a disparity study to evaluate:

m  Whether minority- and woman-owned businesses face any barriers in MDT’s and Montana
National Plan of Integrated Airport Systems (NPIAS) airports’ transportation-related contracting
and procurement; and

s How effective MDT’s and NPIAS airports’ implementations of the Federal DBE Program are in
encouraging minority- and woman-owned business participation in USDOT-funded work.

A disparity study examines whether there are any disparities between:

m  The percentage of prime contract and subcontract dollars an agency awarded to minority- and
woman-owned businesses during a particular time period (i.e., utilization); and

m  The percentage of prime contract and subcontract dollars an agency might be expected to award
to minority- and woman-owned businesses based on their availability to perform specific types
and sizes of contracts and procurements the agency awards (i.e., availability).

Disparity studies also examine other quantitative and qualitative information related to:

m  Marketplace conditions for minority- and woman-owned businesses;
m  Contracting practices and business programs the agency currently has in place; and
= [Implementing minority- and woman-owned business programs—such as the Federal DBE

Program—effectively and in a legally-defensible manner.

There are several reasons why information from the 2022 MDT Disparity Study is potentially useful
to MDT and NPIAS airports:

m  The study provides information about how well minority- and woman-owned businesses fare in
MDT’s and NPIAS airports’ transportation-related contracts and procurements relative to their
availability for that work.

m  The study assesses how effective MDT’s and NPIAS airports’ implementations of the Federal
DBE Program are in improving outcomes for minority- and woman-owned businesses in their
transportation-related contracts and procurements.
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m  The study identifies barriers minorities, women, and minority- and woman-owned businesses
face in Montana that might affect minority- and woman-owned businesses’ ability to compete for
MDT’s and NPIAS airports’ transportation-related contracts and procurements.

m  The study provides insights into how to refine contracting processes and program measures to
better encourage the participation of minority- and woman-owned businesses in MDT’s and
NPIAS airports’ transportation contracts and procurements and help address marketplace
barriers.

m  Anindependent review of the participation of minority- and woman-owned businesses in
agency and airport work is valuable to MDT, NPIAS airports, and external groups that monitor
their contracting practices.

BBC introduces the 2022 MDT Disparity Study in three parts:

A. Background;
B. Study scope; and

C. Study team members.

A. Background

The Federal DBE Program is designed to increase the participation of minority- and woman-owned
businesses in USDOT-funded work. As a recipient of USDOT funds from the Federal Highway
Administration (FHWA) and Federal Aviation Administration (FAA), MDT and NPIAS airports must
implement the Federal DBE Program and comply with corresponding federal regulations.

1. Setting overall goals for DBE participation. As part of the Federal DBE Program, USDOT fund
recipients are required to set overall aspirational goals for DBE participation in their USDOT-funded
projects every three years.! If DBE participation in USDOT-funded work for a particular year is less
than their overall DBE goals, then agencies must analyze the reasons for the difference and establish
specific measures that enable them to meet the goals in the next year. The Federal DBE Program
describes the steps agencies must follow in establishing their overall DBE goals. To begin the process,
agencies must develop base figures based on demonstrable evidence of the availability of DBEs to
participate in their USDOT-funded contracts and procurements. Then, they must consider conditions
in their marketplaces for minority- and woman-owned businesses as well as other factors and
determine whether adjustments to their base figures are necessary to ensure their overall DBE goals
are as precise as possible (referred to as step-2 adjustments). Agencies are not required to make step-
2 adjustments to their base figures, but they are required to consider various relevant factors and
explain their decisions to USDOT.

2. Projecting the portion of overall DBE goals to be met through race- and gender-
neutral means. USDOT also requires agencies to project the portions of their overall DBE goals they
will meet through race- and gender-neutral measures and the portions they will meet through any
race-or gender-conscious measures. Race- and gender-neutral measures are designed to encourage
the participation of all businesses—or all small businesses—in agency work, regardless of the

L http:/ /www.gpo.gov/fdsys/pkg/FR-2011-01-28/html/2011-1531.htm
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race/ethnicity or gender of business owners (for examples of race- and gender-neutral measures, see
49 Code of Federal Regulations (CFR) Section 26.51(b)). If agencies cannot meet their goals solely
through the use of race- and gender-neutral measures, then they must consider also using race- and
gender-conscious measures. Race- and gender-conscious measures are specifically designed to
encourage the participation of minority- and woman-owned businesses in agency work (e.g., using
DBE goals to award individual contracts or procurements). Currently, MDT does not implement any
race- or gender-conscious measures. MDT does set aspirational goals on individual projects, but the
agency tries to achieve those goals through race- and gender-neutral measures.

3. Determining which groups will be eligible for race- and gender-conscious measures. If
agencies determine that race- or gender-conscious measures—such as DBE contract goals—are
appropriate for their implementations of the Federal DBE Program, then they must also determine
which racial/ethnic or gender groups are eligible to participate in those measures. Eligibility for such
measures must be limited to those racial/ethnic or gender groups for which compelling evidence of
discrimination exists in the marketplace. USDOT provides a waiver provision if agencies determine
only certain racial/ethnic or gender groups are eligible to participate in the race- or gender-conscious
measures they use.

B. Study Scope

BBC conducted a disparity study based on transportation-related contracts and procurements MDT
and NPIAS airports awarded between October 1, 2015 and September 30, 2020 (i.e., the study period).
Figure 1-1 presents a list of the 55 NPIAS airports whose contract and procurement data were
included in the study. Information from the disparity study will help MDT and NPIAS airports
encourage the participation of minority- and woman-owned businesses in their transportation-related
contracts and procurements and help MDT and NPIAS airports implement the Federal DBE Program
effectively and in a legally defensible manner.

1. Definitions of minority- and woman-owned businesses. To interpret the analyses
presented in the disparity study, it is useful to understand how BBC defines minority- and woman-
owned businesses, businesses certified as DBEs, and businesses owned by minority women in its
analyses.

a. Minority- and woman-owned businesses. BBC focused its analyses on the minority- and woman-
owned business groups presumed to be disadvantaged in the Federal DBE Program:

m  Asian Pacific American-owned businesses;

[ Black American-owned businesses;

m  Hispanic American-owned businesses;

m  Native American-owned businesses;

m  Subcontinent Asian American-owned businesses; and

m  Woman-owned businesses.

BBC'’s definition of minority-owned businesses included businesses owned by minority men and

minority women. For example, BBC grouped results for businesses owned by Native American men
with results for businesses owned by Native American women.
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BBC considered businesses as minority- or woman-owned regardless of whether they were, or could
be, certified as DBEs. Analyzing the participation and availability of minority- and woman-owned
businesses regardless of DBE certification allowed the study team to assess whether there are
disparities affecting all minority- and woman-owned businesses and not just those that have decided

to become DBE certified.

Figure 1-1.
NPIAS airports included
in the disparity study

Baker Municipal Airport

Bert Mooney Airport

Big Horn County Airport

Big Sandy Airport

Big Sky Field Airport

Big Timber Airport

Billings Logan International Airport
Bowman Field Airport

Bozeman Yellowstone International Airport
Broadus Airport

Circle Town County Airport
Colstrip Airport

Conrad Airport

Cut Bank International Airport
Dawson Community Airport

Deer Lodge-City-County Airport
Dillon Airport

Edgar G Obie Airport

Ekalaka Airport

Ennis Big Sky Airport

Eureka Airport

Fort Benton Airport

Frank Wiley Field Airport
Geraldine Airport

Glacier Park International Airport
Great Falls International Airport
Harlem Airport

Airports included in the study

Havre City-County Airport
Helena Regional Airport
Jordan Airport

Laurel Municipal Airport

Libby Airport

Liberty County Airport

Malta Airport

Mission Field Airport

Missoula Montana Airport
Plains Airport

Ravalli County Airport
Roundup Airport

Twin Bridges Airport

Scobey Airport

Shelby Airport

Sher-Wood Airport
Sidney-Richland Regional Airport
Stanford Airport

Terry Airport

Thompson Falls Airport

Three Forks Airport

Tillitt Field Airport

Townsend Airport

Turner Airport

Wokal Field - Glasgow/Valley County Airport
Woltermann Memorial Airport
Yellowstone Airport

b. Woman-owned businesses. Because BBC classified minority woman-owned businesses according
to their corresponding racial/ethnic groups, analyses and results pertaining to woman-owned
businesses pertain specifically to results for white woman-owned businesses. As with minority-owned

businesses, BBC considered businesses to be woman-owned based on the known genders of business
owners, regardless of whether the businesses were certified as DBEs.

c. DBEs. DBEs are minority- and woman-owned businesses specifically certified as such by MDT.2 A
determination of DBE eligibility includes assessing businesses’ gross revenues and business owners’
personal net worth. Some minority- and woman-owned businesses do not qualify as DBEs because
their gross revenues are too high. Businesses seeking DBE certification in Montana are required to
submit an application to MDT. The application is available online and requires businesses to submit

2 Businesses owned by non-Hispanic white men can also be certified as DBEs if those businesses meet the social and economic

disadvantage requirements set forth in 49 CFR Part 26.
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various information, including business name, contact information, tax information, work
specializations, and the race/ethnicity and gender of the owners.3

Because the Federal DBE Program requires agencies to track the participation of certified DBEs, BBC
reports utilization results for all minority- and woman-owned businesses and separately for
minority- and woman-owned businesses certified as DBEs.

d. Potential DBEs. For this disparity study, potential DBEs are minority- and woman-owned
businesses that are DBE-certified or appear they could be DBE-certified based on revenue
requirements described in 49 CFR Part 26 (regardless of actual certification). We did not consider
businesses that have been decertified or have graduated from the DBE Program as potential DBEs.
BBC examined the availability of potential DBEs as part of helping MDT and NPIAS airports calculate
the base figures of their next overall DBE goals.

2. Analyses in the disparity study. The crux of the disparity study was to examine whether there
are any disparities between the participation and availability of minority- and woman-owned
businesses in the transportation-related construction and professional services work MDT and NPIAS
airports awarded during the study period. The study also includes various analyses related to
outcomes for minorities, women, and minority- and woman-owned businesses throughout Montana.
Information in the disparity study is organized in the following manner.

a. Legal framework and analysis. The study team conducted a detailed analysis of relevant federal
regulations, case law, state law, and other information to guide the methodology for the disparity
study and inform MDT’s and NPIAS airports’ implementations of the Federal DBE Program. The legal
framework and analysis for the study is summarized in Chapter 2 and presented in detail in
Appendix B.

b. Marketplace conditions. BBC conducted quantitative analyses of the success of minorities and
women and minority- and woman-owned businesses in the Montana transportation contracting
industry. BBC compared business outcomes for minorities, women, and minority- and woman-owned
businesses to outcomes for white men and the businesses they own in key business areas. In addition,
the study team collected anecdotal evidence about potential barriers minority- and woman-owned
businesses face in Montana from public meetings, in-depth interviews, and other efforts. Information
about marketplace conditions is presented in Chapter 3, Chapter 4, Appendix C, and Appendix D.

c. Data collection and analysis. BBC examined data from multiple sources to complete the utilization
and availability analyses, including surveys the study team conducted with hundreds of businesses
throughout Montana. The scope of the study team’s data collection and analysis is presented in
Chapter 5.

d. Availability analysis. As part of the availability analysis, BBC estimated the percentage of MDT’s
and NPIAS airports’ relevant prime contract and subcontract dollars minority- and woman-owned
businesses are ready, willing, and able to perform. That analysis was based on agency data and
surveys the study team conducted with hundreds of Montana businesses that work in industries
related to the types of transportation-related work MDT and NPIAS airports award. We analyzed

3 Businesses owned by white men can be certified as DBEs if those businesses meet the certification requirements in 49 CFR Part 26.
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availability separately for businesses owned by specific minority groups and white women and for
different types of contracts and procurements. Results from the availability analysis are presented in
Chapter 6 and Appendix E.

e. Utilization analysis. BBC analyzed relevant prime contract and subcontract dollars MDT and NPIAS
airports awarded to minority- and woman-owned businesses during the study period.* We analyzed
participation separately for businesses owned by specific minority groups and white women and for
different types of contracts and procurements. Results from the utilization analysis are presented in
Chapter 7.

f. Disparity analysis. BBC examined whether there were any disparities between the participation of
minority- and woman-owned businesses in transportation-related work MDT and NPIAS airports
awarded during the study period and the availability of those businesses for that work. We analyzed
disparity analysis results separately for businesses owned by specific minority groups and white
women and for different types of contracts and procurements. We also assessed whether any
observed disparities were statistically significant. Results from the disparity analysis are presented in
Chapter 8 and Appendix F.

g. Program measures. BBC reviewed measures MDT and NPIAS airports use to encourage the
participation of small businesses as well as minority- and woman-owned businesses in its
transportation-related work as well as their implementations of the Federal DBE Program. That
information is presented in Chapter 9.

h. Overall DBE goals. Based on the availability analysis and other research, BBC provided MDT and
NPIAS airports with information to help them set their next overall DBE goals for their FHWA- and
FAA-funded projects, including establishing base figures and considering step-2 adjustments.
Information about MDT’s and NPIAS airports’ overall DBE goals is presented in Chapter 10.

i. Considerations. BBC provided guidance related to additional program options and changes to
current contracting practices MDT and NPIAS airports could consider. The study team’s review and
guidance for program implementation is presented in Chapter 11.

C. Study Team Members

The BBC study team was made up of five firms that, collectively, possess decades of experience
related to conducting disparity studies in connection with the Federal DBE Program.

1. BBC (prime consultant). BBC is a disparity study and economic research firm based in Denver,
Colorado. We had overall responsibility for the study, performed all of the quantitative and
qualitative analyses, and authored this report.

2. 7 Bison Cultural Consulting (7 Bison). 7 Bison is a Native American-owned cultural resource
management and training firm based out of the Crow Indian Reservation in St. Xavier, Montana. The

4 Note that prime contractors—not MDT or NPIAS airports—actually award subcontracts to subcontractors. However, for simplicity,
throughout the report, BBC refers to MDT and NPIAS airports as awarding subcontracts.
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firm conducted in-depth interviews as part of the study team'’s qualitative analyses of marketplace
conditions.

3. Applied Communications. Applied Communications is a DBE-certified woman-owned research,
planning, and community engagement firm based in Whitefish, Montana. The firm conducted in-
depth interviews as part of the study team’s qualitative analyses of marketplace conditions.

4. Davis Research. Davis Research is a survey fieldwork firm based in Calabasas, California. The
firm conducted telephone surveys with hundreds of Montana businesses in connection with the
availability and utilization analyses.

5. Holland & Knight. Holland & Knight is a law firm with offices throughout the country. The firm
provided legal consulting services throughout the course of the study.
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CHAPTER 2.
Legal Analysis

As a recipient of United States Department of Transportation (USDOT) funds, the Montana
Department of Transportation (MDT) implements the Federal Disadvantaged Business Enterprise
(DBE) Program, which is designed to encourage the participation of minority- and woman-owned
businesses in an agency’s USDOT-funded work. MDT and National Plan of Integrated Airport Systems
(NPIAS) use only race- and gender-neutral measures as part of its implementation of the program.
Race- and gender-neutral measures are designed to encourage the participation of all businesses in
an agency’s work, regardless of the race/ethnicity or gender of business owners. Examples of such
measures include networking and outreach efforts, technical assistance programs, and mentor-
protégé programs not limited to minority- and woman-owned businesses. In contrast, race- and
gender-conscious measures are designed to specifically encourage the participation of minority- and
woman-owned businesses in an agency’s work (e.g., using DBE goals to award individual contracts or
procurements).

It is instructive to review information related to the legal standards governing the use of race- and
gender-neutral and race- and gender-conscious measures, because if an agency cannot address
barriers minority- and woman-owned businesses face as part of its USDOT-funded projects solely
through the use of race- and gender-neutral measures, then it must consider also using race- and
gender-conscious measures. BBC Research & Consulting (BBC) summarizes legal information related
to the use of race- and gender-neutral and race- and gender-conscious measures in three parts:

A. Legal standards for different types of measures;

B. Seminal court decisions; and

C. Addressing requirements.
Appendix B presents additional details about the above topics.

A. Legal Standards for Different Types of Measures

There are different legal standards for determining the constitutionality of minority- and woman-
owned business programs, depending on whether they rely only on race- and gender-neutral
measures or if they also include race- and gender-conscious measures.

1. Programs that rely only on race- and gender-neutral measures. Government agencies—
like MDT and NPIAS airports—that implement minority- and woman-owned business programs that
include only race- and gender-neutral measures must show a rational basis for their programs.
Showing a rational basis requires agencies to demonstrate that their contracting programs are
rationally related to a legitimate government interest. It is the lowest threshold for evaluating the
legality of programs that could impinge on the rights of others.
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2. Programs that include race- and gender-conscious measures. Minority- and woman-
owned business programs that include race- and gender-conscious measures must meet the strict
scrutiny and intermediate scrutiny standards of constitutional review, respectively.

a. Strict scrutiny. Agencies’ use of race-conscious program measures must meet the strict scrutiny
standard, which represents the highest threshold for evaluating the legality of contracting programs
that could impinge on the rights of others, short of prohibiting them altogether. Under the strict
scrutiny standard, agencies must show a compelling governmental interest in using race-conscious
measures and ensure that the use of such measures is narrowly tailored to address any discrimination
or barriers in their work.

i. Compelling governmental interest. Agencies that use race-conscious measures have the initial
burden of showing evidence of discrimination—including statistical and anecdotal evidence—that
supports the use of such measures. They cannot rely on national statistics of discrimination to draw
conclusions about the prevailing market conditions in their own regions. Rather, they must assess
discrimination within their own relevant market areas.! Furthermore, it is not necessary for
organizations themselves to have discriminated against minority-owned businesses for them to take
remedial action. They could take action if evidence indicates they are passive participants in race-
based discrimination that exists in their relevant geographic market areas (RGMAs).

il. Narrow tailoring. In addition to demonstrating a compelling governmental interest, agencies must
demonstrate that their use of race-conscious measures is narrowly tailored to address any
discrimination or barriers in their work. There are a number of factors courts consider when
determining whether the use of such measures is narrowly tailored:

m  The necessity of such measures and the efficacy of alternative race-neutral measures;

m  The degree to which the use of such measures is limited to those groups that actually suffer
discrimination in the local marketplace;

m  The degree to which the use of such measures is flexible and limited in duration, including the
availability of waivers and sunset provisions;

m  The relationship of any numerical goals to the relevant business marketplace; and

m  The impact of such measures on the rights of third parties.

b. Intermediate scrutiny. Agencies’ use of gender-conscious program measures must meet the
intermediate scrutiny standard. The intermediate scrutiny standard is less rigorous than the strict
scrutiny standard but more rigorous than the rational basis standard. In order for a program to meet
intermediate scrutiny, it must serve an important government objective and be substantially

related to achieving the objective. Although certain courts apply the intermediate scrutiny standard
to gender-conscious programs, many courts apply the strict scrutiny standard to both race- and
gender-conscious programs.

1 See e.g., Concrete Works, Inc. v. City and County of Denver (“Concrete Works 1”), 36 F.3d 1513, 1520 (10th Cir. 1994).
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B. Seminal Court Decisions

Two Supreme Court cases established that the use of race-conscious measures in contracting
programs must adhere to the requirements of the strict scrutiny standard:

m  (ity of Richmond v. J.A. Croson Company (Croson);% and

m  Adarand Constructors, Inc. v. Pefia (Adarand).3

Many subsequent decisions in district courts and federal courts have expanded requirements for the
use of race-conscious measures as part of minority- and woman-owned business programs, including
several cases in the Ninth Circuit, the jurisdiction in which MDT operates. BBC briefly summarizes the
United States Supreme Court’s decisions in Croson and Adarand as well as the Ninth Circuit Court of
Appeals’ decisions in three other cases related to minority- and woman-owned business programs:

m  Western States Paving Co. v. Washington State Department of Transportation
(Western States);*

m  Associated General Contractors of America, San Diego Chapter, Inc. v. California Department of
Transportation, et al. (AGC, San Diego);> and

m  Mountain West Holding Co., Inc. v. State of Montana, Montana DOT, et al.
(Mountain West Holding).6

1. Croson and Adarand. The United States Supreme Court’s landmark decisions in Croson and
Adarand are the most important court decisions to date in connection with minority- and woman-
owned business programs, the use of race-conscious measures, and disparity study methodology. In
Croson, the Supreme Court struck down the City of Richmond’s race-based subcontracting program as
unconstitutional, and in doing so, established various requirements to which government agencies
must adhere when using race-conscious contracting measures:

m  Agencies’ use of race-conscious measures must meet the strict scrutiny standard of
constitutional review—that is, in remedying any identified discrimination, they must establish a
compelling governmental interest to do so and must ensure the use of such measures is
narrowly tailored.

m  [n assessing availability, agencies must account for various characteristics of the prime contracts
and subcontracts they award and the degree to which local businesses are ready, willing, and
able to perform that work.

2 City of Richmond v. J.A. Croson Company, 488 U.S. 469 (1989).
3 Adarand Constructors, Inc. v. Pefia, 515 U.S. 200 (1995).
4 Western States Paving Co. v. Washington State DOT, 407 F.3d 983 (9th Cir. 2005), cert. denied, 546 U.S. 1170 (2006).

5 Associated General Contractors of America, San Diego Chapter, Inc. v. California Department of Transportation, et al, 713 F.3d 1187
(9th Cir. 2013).

6 Mountain West Holding Co., Inc. v. The State of Montana, Montana DOT, et al, 2017 WL 2179120 (9th Cir. May 16, 2017),
Memorandum opinion, (not for publication) United States Court of Appeals for the Ninth Circuit, May 16, 2017, Docket Nos. 14-26097
and 15-35003, dismissing in part, reversing in part and remanding the U. S. District Court decision at 2014 WL 6686734 (D. Mont.
Nov. 26, 2014). The case on remand voluntarily dismissed by stipulation of parties (March 14, 2018).
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m  Ifagencies show statistical disparities between the percentage of dollars they awarded to
minority-owned businesses and the percentage of dollars those businesses might be available to
perform, then inferences of discrimination could exist, justifying the use of narrowly tailored,
race-conscious measures.

The Supreme Court’s decision in Adarand expanded its decision in Croson to include federal
government programs—such as the Federal DBE Program—that include race-conscious measures,
requiring that those programs must also meet the strict scrutiny standard.

2. Western States. Western States represented the first time the Ninth Circuit Court of Appeals
considered the constitutionality of a state department of transportation’s implementation of the
Federal DBE Program. In Western States, the Court struck down the Washington State Department of
Transportation’s (WSDOT’s) implementation of the Federal DBE Program, because it did not satisfy
the narrow tailoring requirement of the strict scrutiny standard. Specifically, the Court held that:

m  WSDOT did not present compelling evidence of race-based discrimination in the Washington
transportation contracting industry, and agencies must demonstrate evidence of such
discrimination for their use of race-conscious measures to be considered narrowly tailored and
serving a remedial purpose.

m  Even when evidence of discrimination exists within agencies’ RGMAs, the use of race-conscious
measures is narrowly tailored only when it is limited to those business groups that have been
shown to actually suffer from discrimination in their marketplaces.

m  Agencies can rely on statistical disparities between the participation and availability of minority-
and woman-owned businesses on work they awarded to show discrimination against particular
business groups in the marketplace, particularly if that work was awarded using only race- and
gender-neutral measures.

m  [n assessing availability, agencies must account for various characteristics—such as capacity,
firm size, and contract size—of the prime contracts and subcontracts they award as well as of
the businesses located in their RGMAs.

m  Sufficient amounts of both statistical and anecdotal evidence are necessary to demonstrate the
need for race- and gender-conscious measures.

3. AGC, San Diego. In AGC, San Diego, the Ninth Circuit Court of Appeals considered the
constitutionality of a state department of transportation’s—in this case, Caltrans’—implementation
of the Federal DBE Program for the first time after Western States. In contrast to its decision in
Western States, the Court upheld Caltrans’ use of race- and gender-conscious measures and its
implementation of the Federal DBE Program as constitutional, ruling that they met both the
compelling governmental interest and narrow tailoring requirements of the strict scrutiny standard.
Caltrans’ implementation of the Federal DBE Program and its defense of its program was based in
large part on a 2007 disparity study BBC conducted.

4. Mountain West Holding. In Mountain West Holding, the Ninth Circuit Court of Appeals gave an
unpublished opinion regarding MDT’s implementation of the Federal DBE Program and Mountain
West Holding Co.’s claim that MDT unconstitutionally gave preference to minority- and woman-
owned businesses through its use of DBE contract goals. The Court found Mountain West Holding
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Co.’s claims for injunctive and declaratory relief to be moot, because by the time of the case, MDT was
no longer using DBE contract goals to award any work. However, the Court found MDT’s
implementation of the Federal DBE Program may have relied on questionable information, including:

m  MDT’s interpretating the decrease of DBE participation in its USDOT-funded projects when the
agency stopped using DBE contract goals as evidence of barriers against minority- and woman-
owned businesses in its work;

m  MDT’s reliance on anecdotal evidence in the absence of compelling, statistical evidence to
demonstrate barriers against minority- and woman-owned businesses in its marketplace; and

®  Numerous disputes of fact as to whether MDT’s 2009 disparity study provided evidence in
support of using race- and gender-conscious measures.

As aresult of those findings, the Court reversed and remanded for the district court to conduct
further proceedings, including a trial or the resumption of pretrial litigation. However, the case was
voluntarily dismissed by stipulation of both parties.

C. Addressing Requirements

Many government agencies have used information from disparity studies as part of determining
whether their contracting practices are affected by race- or gender-based discrimination and
ensuring their use of race- and gender-conscious measures meets the strict scrutiny and intermediate
scrutiny standards, respectively. Various aspects of the 2022 MDT Disparity Study specifically
address requirements the United States Supreme Court and other federal courts have established
around minority- and woman-owned business programs and race- and gender-conscious measures:

m  The study includes extensive econometric analyses and analyses of anecdotal evidence to assess
whether any discrimination exists for minorities, women, and minority- and woman-owned
businesses in the RGMA and whether MDT or NPIAS airports are actively or passively
participating in that discrimination.

m  The availability analysis accounts for various characteristics of the prime contracts and
subcontracts MDT and NPIAS airports award as well as the specific characteristics of businesses
working in the RGMA4, including capacity. That approach resulted in accurate estimates of the
degree to which minority- and woman-owned businesses are ready, willing, and able to perform
that work.

m  The study includes assessments of whether minority- and woman-owned businesses exhibit
substantial statistical disparities between participation and availability for MDT and NPIAS
airport work, indicating whether any inferences of discrimination exist for individual business
groups.

m  The study includes specific recommendations to help ensure MDT’s and NPIAS airports’
implementations of the Federal DBE Program meet applicable legal standards, and that any
potential use of race-conscious measures are narrowly tailored in remedying any identified
discrimination, including recommendations related to:

» Maximizing the use of race-neutral measures to address any barriers;

» ldentifying which race/ethnic groups exhibit substantial barriers;
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Ensuring race-conscious measures are flexible, rationally related to marketplace conditions,
and not overly burdensome on third parties; and

Setting goals related to the availability of minority-owned businesses for MDT and NPIAS
airport work and accounting for conditions in the RGMA.
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CHAPTER 3.
Marketplace Conditions

Historically, there have been myriad legal, economic, and social obstacles that have impeded
minorities and women from acquiring the human and financial capital necessary to start and operate
successful businesses. Barriers such as slavery, racial oppression, segregation, race-based
displacement, and labor market discrimination produced substantial disparities for minorities and
women, the effects of which are still apparent today. Those barriers limited opportunities for
minorities in terms of both education and workplace experience.l 2 3.4 Similarly, many women were
restricted to either being homemakers or taking gender-specific jobs with low pay and little chance
for advancement.> Historically, minority groups and women in Montana have faced similar barriers.
For example, Black Americans, Hispanic Americans, and Native Americans are incarcerated at higher
rates than white Americans in Montana, and Hispanic Americans and Native Americans have
substantially higher poverty rates than white Americans.6 7.8

In the middle of the 20t century, many reforms opened new opportunities for minorities and women
nationwide. For example, Brown v. Board of Education, The Equal Pay Act, The Civil Rights Act, and The
Women'’s Educational Equity Act outlawed many forms of discrimination. Workplaces adopted
personnel policies and implemented programs to diversify their staffs.? Those reforms increased
diversity in workplaces and reduced educational and employment disparities for minorities and
women.10.11,12,13 However, despite those improvements, minorities and women continue to face
barriers—such as incarceration, residential segregation, and family responsibilities—that have made
it more difficult to acquire the human and financial capital necessary to start and operate businesses
successfully.14 15,16,17

Federal Courts and the United States Congress have considered barriers minorities, women, and
minority- and woman-owned businesses face in a local marketplace as evidence for the existence of
race- and gender-based discrimination in that marketplace.18 19 20 The United States Supreme Court
and other Federal Courts have held that analyses of conditions in a local marketplace for minorities,
women, and minority- and woman-owned businesses are instructive in determining whether
agencies’ implementations of minority- and woman-owned business programs are appropriate and
justified. Those analyses help agencies determine whether they are passively participating in any
race- or gender-based discrimination that makes it more difficult for minority- and woman-owned
businesses to successfully compete for government contracts and procurements. Passive
participation in discrimination means agencies unintentionally perpetuate race- or gender-based
discrimination simply by operating within discriminatory marketplaces. Many courts have held that
passive participation in any race- or gender-based discrimination establishes a compelling
governmental interest for agencies to take remedial action to address such discrimination.2? 22 23
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BBC Research & Consulting (BBC) conducted extensive quantitative and qualitative analyses to assess
whether minorities, women, and minority- and woman-owned businesses face any barriers in the
Montana transportation-related construction and professional services industries. We also examined
the potential effects any such barriers have on the formation and success of businesses and on their
participation in, and availability for, transportation-related work the Montana Department of
Transportation (MDT) and National Plan of Integrated Airport Systems (NPIAS) airports award. The
study team examined marketplace conditions in four primary areas:

m  Human capital, to assess whether minorities and women face barriers related to education,
employment, and gaining experience;

m  Financial capital, to assess whether minorities and women face barriers related to wages,
homeownership, personal wealth, and financing;

m  Business ownership to assess whether minorities and women own businesses at rates
comparable to that of non-Hispanic white men; and

m  Business success to assess whether minority- and woman-owned businesses have outcomes
similar to those of other businesses.

BBC’s analyses are based on MDT’s and NPIAS airports’ relevant geographic market area (RGMA),
which we identified as the entire state of Montana, because the vast majority of the transportation-
related contracting and procurement dollars the agencies awarded during the study period went to
businesses with locations in Montana (approximately 91 percent of all relevant contracting and
procurement dollars).

The information in Chapter 3 comes from existing research related to discrimination as well as
primary research BBC conducted of current marketplace conditions. Additional quantitative and
qualitative information about marketplace conditions is presented in Appendices C and D,
respectively.

A. Human Capital

Human capital is the collection of personal knowledge, behavior, experience, and characteristics that
make up an individual’s ability to perform and succeed in particular labor markets. Factors such as
education, business experience, and managerial experience have been shown to be related to
business success.24 25 26,27 Any barriers in those areas might make it more difficult for minorities and
women to work in relevant industries and prevent some of them from starting and operating
businesses successfully.

1. Education. Barriers associated with educational attainment may preclude the entry or
advancement of certain individuals in certain industries, because many occupations require at least a
high school diploma, and some occupations—such as many occupations in professional services—
require at least a four-year college degree. In addition, educational attainment is a strong predictor of
both income and personal wealth, which are both shown to be related to business formation and
success.28 29 Nationally, minorities lag behind white Americans in terms of both educational
attainment and the quality of education they receive.3% 31 Minorities are far more likely than white
Americans to attend schools that do not provide access to core classes in science and math.32 In
addition, Black American students are more than three times more likely than white Americans to be
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expelled or suspended from high school.33 For those and other reasons, minorities are far less likely
than white Americans to attend college, enroll at highly- or moderately selective four-year
institutions, or earn college degrees.34

BBC’s analyses of the Montana labor force also indicate that certain groups are far less likely than
others to earn college degrees. Figure 3-1 presents the percentage of Montana workers in relevant
industries who have earned four-year college degrees by race/ethnicity and gender. As shown in
Figure 3-1, Hispanic American and Native American workers are substantially less likely than white
American workers to have four-year college degrees.

Figure 3-1. Percent with

Percentage of Montana workers 25 and older Montana college degrees

with at least a four-year college degree

Notes: Race/ethnicity

** Denotes that the difference in proportions between the minority Hispanic American 300

group and non-Hispanic whites or between women and men is Native American 17.4 **

statistically significant at the 95% confidence level. Other race minority 46.5 *%

Source: Non-Hispanic white 36.4

BBC from 2015-2019 ACS 5% Public Use Microdata sample. The raw data

extract was obtained through the IPUMS program of the MN Population Gender

Center: http://usa.ipums.org/usa/. Women 38.2 % **
Men 32.8

2. Employment and management experience. An important precursor to business ownership
and success is acquiring direct experience in relevant industries. Any barriers that limit minorities
and women from acquiring that experience could prevent them from starting and operating related
businesses in the future.

a. Employment. On a national level, prior industry experience has been shown to be an important
precursor to business ownership and success. However, minorities and women are often unable to
acquire that experience. They are sometimes discriminated against in hiring decisions, which
impedes their entry into the labor market.35 36.37 When employed, they are often relegated to
peripheral positions in the labor market and to industries that already exhibit high concentrations of
minorities or women.38 39,40,41,42 [ addition, minorities are incarcerated at a higher rate than white
Americans in Montana and nationwide, which contributes to many labor difficulties, including
difficulties finding jobs and relatively slow wage growth. 43.44.45, 46

Figure 3-2 presents the representation of minority workers in various Montana industries. The
industries with the highest representations of minority workers are childcare, public administration
and social services, and other services. The Montana industries with the lowest representations of
minority workers are extraction and agriculture, manufacturing, and professional services.
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Figure 3-2.
Percent representation of minorities in various Montana industries

Childcare (n=224) | 6% | 1% ﬁ 18% . . -
] Hispanic American

Public administration and social

f 1% 10%* I 15%
services [n=2,269) =

Mative American
Other services (n=3,566] [s%**6% 3M8* 15%
3 \ Other race minority
Education (n=2370] (4% s E 14%
Health care (n=2,657) |4 6% ﬁ? 14%
Hair and mails (n=195) [3% 7% % 13%
Retail (n=2,650) (3% 6% % 12%

Whalesale trade (n=522) waw?'_iaa 10%

Construction (n=2,039) |s% S8t~ 10%

Transportation, warehousing, utilities,

sei segag1acee 9%
and communications (n=1,648] P

Extraction and agriculture (n=2,648) mm"f';m" 9%
Manufacturing {n=1,071} 2“‘1&1%" 8%

Professional services {r=2,5312) Z'E;E, 1= 6%

0% 10%  20% 30%  40%  SO% 60 TO%N B0 0% 100%

Notes:  *, ** Denotes that the difference in proportions between minority workers in the specified industry and all industries is statistically
significant at the 90% and 95% confidence level, respectively.

The representation of minorities among all Montana workers is 4% for Hispanic Americans, 6% for Native Americans, 2% for Other race
minorities, and 12% for all minorities considered together.

"Other race minority" includes Asian Pacific Americans, Black Americans, Subcontinent Asian Americans, and other races.

Workers in the finance, insurance, real estate, legal services, accounting, advertising, architecture, management, scientific research, and
veterinary services industries were combined to one category of professional services.

Workers in the rental and leasing, travel, investigation, waste remediation, arts, entertainment, recreation, accommodations, food services,
and select other services were combined into one category of other services.

Source: BBC from 2015-2019 ACS 5% Public Use Microdata sample. The raw data extract was obtained through the IPUMS program of the MN
Population Center: http://usa.ipums.org/usa/

Figure 3-3 indicates that the Montana industries with the highest representations of women workers
are childcare, hair and nails, and healthcare. The industries with the lowest representations of
women workers are wholesale trade, extraction and agriculture, and construction.
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Figure 3-3.
Percent representation of women in various Montana industries

Childcare (n=224) 95%**
Hair and nails (n=195) 94%**
Health care (n=2,657) 77%**

Education (n=2,370) 66%**

Professional services (n=2,532) 56%**

Public administration and social

0/ k%
services (n=2,269) 53%

Other services (n=3,566) 49%*

Retail (n=2,650) 48%

Transportation, warehousing, utilities,

and communications (n=1,648) 28%**
Manufacturing (n=1,071) 26%**
Wholesale trade (n=522) 20%**

Extraction and agriculture (n=2,648) 20%**

Construction (n=2,039) 9%**

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Notes:  *, ** Denotes that the difference in proportions between women workers in the specified industry and all industries is statistically
significant at the 90% and 95% confidence level, respectively.

The representation of women among all Montana workers is 47%

Workers in the finance, insurance, real estate, legal services, accounting, advertising, architecture, management, scientific research, and
veterinary services industries were combined to one category of professional services.

Workers in the rental and leasing, travel, investigation, waste remediation, arts, entertainment, recreation, accommodations, food services,
and select other services were combined into one category of other services.

Workers in barber shops, beauty salons, nail salons, and other personal were combined into one category of hair and nails.

Source: BBC from 2015-2019 ACS 5% Public Use Microdata sample. The raw data extract was obtained through the IPUMS program of the MN
Population Center: http://usa.ipums.org/usa/

b. Management experience. Managerial experience is essential to business success, but
discrimination remains a persistent obstacle to greater diversity in management

positions.47.48.49 Nationally, minorities and women are far less likely than white men to work in
management positions.50. 51 Similar outcomes appear to exist for minorities and women in Montana
as well. BBC examined the concentration of individuals of those groups who work in management
positions in the Montana construction industry (excluding business owners). As shown in Figure 3-4,
compared to white Americans, smaller percentages of Native Americans work as managers in the
construction industry. The sample sizes for minority workers in professional services were too small
to calculate accurate estimates or test for statistical significance.

3. Intergenerational business experience. Having family members who own and work in
businesses is an important predictor of business ownership and business success. Such experiences
help entrepreneurs gain access to important opportunity networks, obtain knowledge of best
practices and business etiquette, and receive hands-on experience in helping run businesses.
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However, nationally, minorities have substantially fewer family members who own businesses and
both minorities and women have fewer opportunities to be involved with those businesses.52 53 That
lack of experience makes it difficult for minorities and women to subsequently start their own
businesses and operate them successfully.

Figure 3-4.

Percentage of non-owner workers who
worked as managers in the Montana
construction and professional services
industries

Professional

Construction Services

Race/ethnicity

Hispanic American 4.4 % 00% t

Note: Native American 1.9 % ** 0.0% *

*, ** Denotes that the difference in proportions between the Other race minority 00% * 00% *
. 0 . 0

minority group and non-Hispanic whites or between women and
. e L N o )

men is statlst{cally significant at the 90% and 95% confidence Non-Hispanic white 7.0 % 22 9%

level, respectively.

+ Denotes significant differences in proportions not reported due Gender
to small sample size. Women 5.8 % 1.5 %
. (] . 0
"Oth inority" includes Asian Pacific Ameri , Black
er race minority" includes Asian Pacific Americans, Blac Men 6.6 % 23 %

Americans, Subcontinent Asian Americans, and other races.
Source: All individuals 6.5 % 21 %

BBC from 2015-2019 ACS 5% Public Use Microdata sample. The
raw data extract was obtained through the IPUMS program of the
MN Population Center: http://usa.ipums.org/usa/.

B. Financial Capital

In addition to human capital, financial capital has been shown to be an important indicator of
business formation and success.>* 5556 Individuals can acquire financial capital through many
sources, including wages, personal wealth, homeownership, and financing. If barriers exist in
financial capital markets, minorities and women may have difficulty acquiring the capital necessary
to start, operate, or expand businesses.

1. Wages and income. Wage and income gaps between minorities and white Americans and
between women and men exist throughout the country, even when researchers have statistically
controlled for various other personal factors.57.58.59 For example, national income data indicate that,
on average, Black Americans and Hispanic Americans have household incomes less than two-thirds
those of white Americans.t% 61 Women have also faced consistent wage and income gaps relative to
men. Nationally, the median hourly wage of women is still only 82 percent the median hourly wage of
men.%2 BBC observed wage gaps in Montana consistent with those researchers have observed
nationally. Figure 3-5 presents mean annual wages for Montana workers by race/ethnicity and
gender. As shown in Figure 3-5:

m  Hispanic Americans, Native Americans, and other race minorities earn substantially less than
white Americans; and

m  Women earn substantially less than men.

BBC also conducted regression analyses to assess whether wage disparities exist even after

accounting for various personal factors such as age, education, and family status. Those analyses

indicated that, even after accounting for various personal factors, being Native American or other
race minority was associated with substantially lower earnings than being white American. In
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addition, being a woman was associated with substantially lower earnings than being a man (for
details, see Figure C-9 in Appendix C).

Figure 3-5.

Mean annual wages Hizpanic Americzn 541, 309
in Montana

Note: Malive American 535 881

The sample universe is all non-
institutionalized, employed individuals aged (ither raca minarity S40,065%*
25-64 that are not in school, the military, or
self-employed. . . .
** Denotes statistically significant PRcA- Bl a ek e e 520,845
differences from non-Hispanic whites (for
minority groups) and from men (for
women) at the 95% confidence level.

"Other race minority" includes Asian Pacific A
e 30y (i ®

Americans, Black Americans, Subcontinent W il 539 061

Asian Americans, and other races.

Source: Men §59,343

BBC from 2015- 2019 ACS 5% Public Use T T
Microdata sample. The raw data extract S0 L0000 40,060 SH0,000 S80,000
was obtained through the IPUMS program

of the MN Population Center:

http://usa.ipums.org/usa/.

2. Personal wealth. Another important source of business capital is often personal wealth. As with
wages and income, there are substantial disparities between minorities and white Americans and
between women and men in terms of personal wealth.63.64 For example, in 2019, Black Americans
and Hispanic Americans across the country exhibited average household net worth that was 14
percent and 17 percent that of white Americans, respectively.6> In addition, approximately one of five
Black Americans and one of six Hispanic Americans in the United States are living in poverty,
compared to less than one of 10 white Americans.t®¢ Wealth inequalities also exist for women relative
to men. For example, the median wealth of non-married women nationally is approximately one-third
that of non-married men.6?

3. Homeownership. Homeownership and home equity have also been shown to be key sources of
business capital.t8 69 However, minorities appear to face substantial barriers nationwide in owning
homes. For example, Black Americans and Hispanic Americans own homes at less than two-thirds the
rate of white Americans.”’® Discrimination is at least partly to blame for those disparities. Research
indicates that minorities continue to be given less information on prospective homes and have their
purchase offers rejected because of their race.’%. 72 Minorities who own homes tend to own homes
worth substantially less than those of non-Hispanic whites and also tend to accrue substantially less
equity.”3 74 Differences in home values and equity between minorities and white Americans can be
attributed—at least, in part—to depressed property values that tend to exist in racially-segregated
neighborhoods.”s 76 Minorities appear to face homeownership barriers in Montana similar to those
observed nationally. As shown in Figure 3-6, all relevant racial/ethnic groups in Montana exhibit
homeownership rates substantially lower than that of white Americans.
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Figure 3-6.
Home ownership Hispanic American 465
rates in Montana

Note: Malive American q9%*

The sample universe is all households.

** Denotes statistically significant differences Other race r‘ﬁ'!ﬂl:'l'it}' dah**
from non-Hispanic whites at the 95%
confidence level.

Mon-Hispanic white T%
"Other race minority" includes Asian Pacific
Americans, Black Americans, Subcontinent : I ! ! ! ! :
Asian Americans, and other races. 0% 1080 209 30% 40% SO% GO 708 ROX 904 100%

Source:

BBC from 2015-2019 ACS 5% Public Use
Microdata sample. The raw data extract was
obtained through the IPUMS program of the
MN Population Center:
http://usa.ipums.org/usa/.

Figure 3-7 presents median home values among homeowners of different racial/ethnic groups in
Montana. Those data indicate that Montana homeowners who identify as Hispanic Americans, Native
Americans, and other race minorities appear to own homes that, on average, are worth less than
those of homeowners who identify as white Americans.

Figure 3-7.
Median home Hispanic American 210,000
values in Montana

Note: MNalive &merican S120.000

The sample universe is all owner-occupied ;
housing units. ther race minority S200.000

"Other race minority" includes Asian Pacific

Americans, ‘Black Americans, Subcontinent NDI‘-HiSpaI’I'C white §225.000
Asian Americans, and other races.

Source: S0 S100,000 S 200,000 S300,000 S400,000
BBC from 2015-2019 ACS 5% Public Use

Microdata sample. The raw data extract was

obtained through the IPUMS program of the

MN Population Center:

http://usa.ipums.org/usa/.

4. Access to financing. Minorities and women face many barriers in trying to access credit and
financing. Researchers have often attributed those barriers to various forms of race- and gender-
based discrimination that exist in credit markets.”7.78.79.80,81,82 BBC assessed difficulties minorities
and women face in home and business credit markets in Montana.

a. Home credit. Minorities and women continue to face barriers when trying to access credit to
purchase homes. Examples of such barriers include discriminatory treatment of minorities and
women during the pre-application phase and disproportionate targeting of minority and women
borrowers for subprime home loans.83 8485, 86,87 Race- and gender-based barriers in home credit have
led to decreases in homeownership among minorities and women and have eroded their levels of
personal wealth.88 89,9091 Tg examine how minorities fare in the home credit market relative to white
Americans, BBC analyzed home loan denial rates for high-income households by race/ethnicity in
Montana. As shown in Figure 3-8, high-income Hispanic American and Native American households
appear to have been denied home loans at higher rates than high-income white American households.
In addition, our analyses indicate that Hispanic Americans, Native Americans, and other race
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minorities in Montana are more likely than white Americans to receive subprime mortgages
(for details, see Figure C-13 in Appendix C).

Figure 3-8.
Denial rates of conventional Hispanic American | 13%
purchase loans for high-
income households in

Mative American | 24%
Montana

Note: = . :

Other Race Minority | 0%
High-income households are those with
120% or more of the HUD area median

family income.

Mor-Hispanic whils | 5%
"Other race minority" includes Asian
Americans, Black Americans, and Native X ' k : ! i ) !
Hawaiian or Other Pacific Islander. 0% 10% Z0% 30% 40% 500 ot 7Ok B0% S0 100%

Source:

FFIEC HMDA data 2019. Raw data were
obtained from Consumer Financial
Protection Bureau HMDA data tool:
http://www.consumerfinance.gov/hmda/e
xplore.

b. Business credit. Minority- and woman-owned businesses also face substantial difficulties accessing
business credit. For example, during loan pre-application meetings, minority-owned businesses are
given less information about loan products, subjected to more credit information requests, and
offered less support than their white American counterparts.? In addition, researchers have shown
that Black American-owned businesses and Hispanic American-owned businesses are more likely
than white American-owned businesses to forego submitting business loan applications and to be
denied business credit when they do seek loans, even after accounting for various business
characteristics factors.?3.94. 95 In addition, women are less likely to apply for credit than men and
receive loans of less value when they do. 9697 Without equal access to business capital, minority- and
woman-owned businesses must operate with less capital than businesses owned by white men and
rely more on personal finances, of which they also tend to have less.%8 99,100,101

C. Business Ownership

Nationally, there has been substantial growth in the number of minority- and woman-owned
businesses in recent years. For example, from 2012 to 2018, the number of woman-owned businesses
increased by 10 percent, Black American-owned businesses increased by 14 percent, and Hispanic
American-owned businesses increased by 15 percent.102 103 Despite the progress minorities and
women have made with regard to business ownership rates, important barriers in starting and
operating businesses remain. Black Americans, Hispanic Americans, and women are still less likely to
start businesses than white men.104 105,106,107 [n addition, although rates of business ownership have
increased among minorities and women, they have been unable to penetrate all industries evenly.
They disproportionately own businesses in industries that require less human and financial capital to
be successful and that already include large concentrations of individuals from disadvantaged
groups.108,109,110 BBC examined rates of business ownership in the Montana construction and
professional services industries by race/ethnicity and gender. As shown in Figure 3-9, Native
Americans own construction businesses at lower rates than white Americans.
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Figure 3-9. Professional

Busmes§ owne!'shl-p rates in study- Montana Construction Services
related industries in Montana
Note: Race/ethnicity
* Denotes that the difference in proportions between the Hispanic American 28.1 % 50% t
minority group and non-Hispanic whites or between Native American 26.8 % * 208 % t
women and men is statistically significant at the 90% .
confidence level. Other Race Minority 437 % T 157 % t
+ Denotes significant differencgs in proportions not Non-Hispanic white 37.2 % 34.0 %
assessed due to small sample size.
"Other race minority" includes Asian Pacific Americans, Gender
Black Americans, Subcontinent Asian Americans, and other Women 315 % 39.7 %
races.

Men 369 % 30.6 %
Source:
BBC from 2015-2019 ACS 5% Public Use Microdata All individuals 36.5 % 333 %

samples. The raw data extract was obtained through the
IPUMS program of the MN Population Center:
http://usa.ipums.org/usa/.

BBC also conducted regression analyses to determine whether differences in business ownership
rates based on race/ethnicity and gender exist after statistically controlling for various personal
factors such as income, education, and familial status. We conducted those analyses separately for
each relevant industry. Figure 3-10 presents the racial/ethnic and gender factors that were
significantly and independently related to business ownership for each relevant industry. As shown
in Figure 3-10, after accounting for various personal factors:

m  Being Native American is associated with a lower likelihood of owning a construction business
compared to being white American.

m  Being Hispanic American is associated with a lower likelihood of owning a professional services
business compared to being white American.

Figure 3-10. .
. . .. Indust dG Coeffi t
Predictors of business ownership in SR L RELER oetticien

relevant industries in Montana (probit

. Construction
regression)

Hispanic American -0.20
Note: Native American -0.32 *
The regression mFIuded 1,810 ob'servat|on§ for construction Other race minority .0.10
and 438 observations for professional services.

Women -0.25

*, ** Denotes that the difference in proportions between the
minority group and non-Hispanic whites or between women

and men is statistically significant at the 90% and 95% Professional services

confidence level, respectively. Hispanic American -1.40 **
"Other race minority" includes Asian Pacific Americans, Black Native American -0.09
Americans, Subcontinent Asian Americans, and other races. Other race minority -0.53
Source: Women 0.41

BBC from 2015-2019 ACS 5% Public Use Microdata samples.
The raw data extract was obtained through the IPUMS
program of the MN Population Center:
http://usa.ipums.org/usa.

D. Business Success

A wealth of research indicates that, nationally, minority- and woman-owned businesses fare worse
than businesses owned by white men. For example, Black American-, Native American-, Hispanic
American-, and woman-owned businesses exhibit higher rates of closure than businesses owned by
white Americans and men. In addition, minority- and woman-owned businesses have been shown to
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be less successful than businesses owned by white Americans and men, respectively, using a number
of different indicators such as profits and business size.111.112 BBC examined data on business closure,
business receipts, and business owner earnings to further explore business success in Montana.

1. Business closure. BBC examined rates of closure among Montana businesses by the
race/ethnicity and gender of owners. As shown in Figure 3-11, Asian American- and Black American-
owned businesses appear to close at higher rates than non-Hispanic white-owned businesses.

Figure 3-11. : ;
Rates Of business Aslan AmErican 0%
closure in Montana )
Black american 3%
Note:
Data include only non-publicly held businesses. Hisprani 0%,
Equal Gender Ownership refers to those businesses for American
which ownership is split evenly between women and T i
men. Wwhite 2T
Statistical significance of these results cannot be
determined because sample sizes were not reported. Worren 29%
Source:
Lowrey, Ying. 2010. “Race/Ethnicity and Establishment Ml AT
Dynamics, 2002-2006.” U.S. Small Business ) )
Administration Office of Advocacy. Washington D.C. Egjual Gender 255
Lowrey, Ying. 2014. "Gender and Establishment OWHFFE'IHP ; : 1 : . : . : .

Dynamics, 2002-2006." U.S. Small Business
Administration Office of Advocacy. Washington D.C.

D¥ 10% 0% 30N A0% SURE GUBY JUME BO% S0% 100%
2. Business receipts. BBC also examined data on business receipts to assess whether minority- and
woman-owned businesses in Montana earn as much as businesses owned by white Americans or
men, respectively. Figure 3-12 shows mean annual receipts for businesses in Montana by the
race/ethnicity and gender of owners. Those results indicate that, in 2018, all relevant minority
groups in Montana appeared to show lower mean annual business receipts than businesses owned by
white Americans. In addition, woman-owned businesses showed lower mean annual business

receipts than businesses owned by men.

Figure 3-12.
Mean annual business Asian American 5893
receipts (in thousands) in
Montana Black American 51,153
Note: Hi A
3 . !
Includes employer firms. Does not include BRRPYG A E AR 1,006
Pui)hlcly t';'adbeld kc)ompar}let;or ither(f;rms American indisn it
not classifiable by race/ethnicity an AERE = 1
gender. and Alaska Native
Source: Matlve Hawalian and 5545
' Other Pacific Islander
Annual Business Survey data 2018. Raw
data were obtained from United States White 51 316
Census Bureau Application Programming
Interface:
https://www.census.gov/data/developers
/data-sets/abs.html.
Women 5702
Men 51,743
50 51,000 52,000 53,000 54,000
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3. Business owner earnings. BBC also analyzed business owner earnings to assess whether
minority and woman business owners in Montana earn as much as white American and men business
owners, respectively. As shown in Figure 3-13:

m  Hispanic American business owners earn less on average than white American business owners;
and

m  Women business owners earn less than men business owners.

Figure 3-13.
Mean annual business Hispanic American S20,552%¢
owner earnings in Montana

Mative American 30,475
Note:
The sample universe is business owners aged 16 Cilher race mirorily 'ﬁ;‘ﬂj 58

and older who reported positive earnings. All
amounts in 2019 dollars.

** Denotes statistically significant differences Non-Hispankc white 533,216

from non-Hispanic whites (for minority groups)
or from men (for women) at the 95% confidence
level.

"Other race minority" includes Asian Pacific

&l * - L]
Americans, Black Americans, Subcontinent Asian Wornen 249,135
Americans, and other races.
Source: hden 544,280
BBC from 2015 - 2019 ACS 5% Public Use T T
Microdata sample. The raw data extract was 0 L20,000 CAD000 SR, 00 SE0,000

obtained through the IPUMS program of the MN
Population Center: http://usa.ipums.org/usa/.

BBC also conducted regression analyses to determine whether differences in business owner
earnings exist even after statistically controlling for various personal factors such as age, education,
and family status. The results of those analyses indicated that, compared to being a white American
business owner, being a Hispanic American or Native American business owner was associated with
substantially lower earnings. Similarly, compared to being a male business owner, being a woman
business owner was associated with substantially lower earnings (for details, see Figure C-25 in
Appendix C).

E. Summary

BBC'’s analyses of marketplace conditions indicate that minorities, women, and minority- and woman-
owned businesses face certain barriers in the Montana contracting industry. Existing research and
primary research BBC conducted indicate that race- and gender-based disparities exist in terms of
acquiring human capital, accruing financial capital, owning businesses, and operating successful
businesses. In many cases, there is evidence those disparities exist even after accounting for various
factors such as age, income, education, and familial status. There is also evidence that many
disparities are due—at least, in part—to discrimination. Barriers in the marketplace likely have
important effects on the ability of minorities and women to start businesses in construction and
professional services and operating those businesses successfully. Any difficulties those individuals
face in starting and operating businesses may reduce their availability for government work and may
also reduce the degree to which they are able to successfully compete for government contracts. In
addition, the existence of barriers in the marketplace indicates that MDT and NPIAS airports may be
passively participating in discrimination that makes it more difficult for minority- and woman-owned
businesses to successfully compete for their work.

B B C FINAL REPORT CHAPTER 3, PAGE 12
dF G- TR

~L- gt
LU YR I B L



1 Haney-Lopez, lan. 2006. White by Law: The Legal Construction of Race. New York: NYU Press.
2Woodward, Comer Vann. 1955. The Strange Career of Jim Crow. Oxford: Oxford University Press.

3 Prucha, Francis Paul. 1986. The Great Father: The United States Government and the American Indians. Lincoln: University of
Nebraska Press.

4 Lee, Erika. 2003. At America’s Gates: Chinese Immigration During the Exclusion Era, 1882-1943. Chapel Hill, NC: University of North
Carolina Press.

5 Goldin, Claudia. 2006. “The Quiet Revolution That Transformed Women’s Employment, Education, and Family.” The American
Economic Review 96(2):1-21.

62019. "Poverty Rate by Rate/Ethnicity.” San Francisco, CA: Kaiser Family Foundation. Retrieved March 16, 2022.

7Henrichson, Christian, Eital Schattner-Elmaleh, Jacob Kang-Brown, Oliver Hinds, and James Wallace-Lee. 2019. "Incarceration
Trends in Montana." New York, NY: Vera Institute of Justice.

8 Sakala, Leah. 2014. Breaking Down Mass Incarceration in the 2010 Census: State-by-State Incarceration Rates by Race/Ethnicity.
Northampton, MA: Prison Policy Initiative. Retrieved March 30, 2022 (http://www.prisonpolicy.org/reports/rates.html).
9Dobbin, Frank. 2009. Inventing Equal Opportunity. Princeton: Princeton University Press.

10 Holzer, Harry and David Neumark. 2000. “Assessing Affirmative Action.” Journal of Economic Literature 38(3):483-568

11 Kalev, Alexandra, Frank Dobbin, and Erin Kelly. 2006. “Best Practices or Best Guesses? Assessing the Efficacy of Corporate
Affirmative Action and Diversity Policies.” American Sociological Review 71(4):589-617.

12 Kao, Grace and Jennifer S. Thompson. 2003. “Racial and Ethnic Stratification in Educational Achievement and Attainment.” Annual
Review of Sociology 29(1):417-42.

13 DiPrete, Thomas A. and Claudia Buchmann. 2013. The Rise of Women: The Growing Gender Gap in Education and What It Means for
American Schools. New York: Russell Sage Foundation.

14 Travis, Jeremy, Bruce Western, and Steve Redburn. 2014. The Growth of Incarceration in the United States: Exploring Causes and
Consequences. National Research Council. Washington D.C.: Division of Behavioral and Social Sciences and Education. Retrieved
January 6, 2015 (http://www.nap.edu/booksearch.php?booksearch=1&record_id=18613&term=Black&chapter=33-69).

15 Charles, Camille Zubrinsky. 2003. “The Dynamics of Racial Residential Segregation.” Annual Review of Sociology 29:167-207.

16 Bianchi, Suzanne M., Liana C. Sayer, Melissa A. Milkie, and John P. Robinson. 2012. “Housework: Who Did, Does or Will Do It, and
How Much Does It Matter?” Social Forces 91(1):55-63.

17 Alexander, Michelle. 2010. The New Jim Crow: Mass Incarceration in the Age of Colorblindness. New York: The New Press.

18 Adarand VII, 228 F.3d at 1167~ 76; see also Western States Paving, 407 F.3d at 992 (Congress “explicitly relied upon” the
Department of Justice study that “documented the discriminatory hurdles that minorities must overcome to secure federally funded
contracts”); Midwest Fence Corp. v. U.S. DOT, Illinois DOT, et al,, 2015 WL 1396376, appeal pending.

19 Adarand V11, 228 F.3d. at 1168-70; Western States Paving, 407 F.3d at 992; see DynaLantic, 885 F.Supp.2d 237; Midwest Fence Corp.
v. U.S. DOT, Illinois DOT, et al, 2015 WL 1396376, appeal pending; Geyer Signal, 2014 WL 130909297 at *14.

20 Adarand VII at 1170-72; see DynaLantic, 885 F.Supp.2d 237; Geyer Signal, 2014 WL 1309092 at *14.
21 City of Richmond v. J.A. Croson Co., 488 U.S. 469 (1989).

22 Concrete Works of Colo., Inc. v. City and County of Denver, 36 F.3d 1513, 1524 (10th Cir. 1994).

23 Rothe Development Corp v. U.S. Dept of Defense, 545 F.3d 1023, 1041.

24 Fairlie, Robert W. and Alicia M. Robb. 2007. “Why Are Black-Owned Businesses Less Successful than White-Owned Businesses? The
Role of Families, Inheritances, and Business Human Capital.” Journal of Labor Economics 25(2):289-323.

25 Fairlie, Robert W. and Alicia M. Robb. 2008. Race and Entrepreneurial Success: Black-, Asian-, and White-Owned Businesses in the
United States. Cambridge, Mass.: MIT Press.

26 Fairlie, Robert W. and Alicia M. Robb. 2009. “Gender Differences in Business Performance: Evidence From the Characteristics of
Business Owners Survey.” Small Business Economics 33(4):375-95.

27 Hout, Michael and Harvey Rosen. 2000. “Self-Employment, Family Background, and Race.” Journal of Human Resources 35(4):670-
92.

28 Emmons, William R. and Bryan J. Noeth. 2015. Why Didn't Higher Education Protect Hispanic and Black Wealth? St. Louis, MO:
Center for Household Financial Stability. Retrieved August 20, 2015
(https://www.stlouisfed.org/~/media/Publications/In%?20the%20Balance/Images/Issue_12/ITB_August_2015.pdf).

29 Shapiro, Thomas, Tatjana Meschede, and Sam Osoro. 2013. The Roots of the Widening Racial Wealth Gap: Explaining the Black-White
Economic Divide. Waltham, MA: Institute on Assets and Social Policy. Retrieved January 2, 2015
(http://iasp.brandeis.edu/pdfs/Author/shapiro-thomas-m/racialwealthgapbrief.pdf).

30 National Center for Education Statistics. 2010. Status and Trends in the Education of Racial and Ethnic Minorities. National Center
for Education Statistics. Retrieved January 20, 2015 (http://nces.ed.gov/pubs2010/2010015/tables.asp).

31 Kao, Grace and Jennifer S. Thompson. 2003. “Racial and Ethnic Stratification in Educational Achievement and Attainment.” Annual
Review of Sociology 29(1):417-42.

B B C FINAL REPORT CHAPTER 3, PAGE 13
dF G- TR

~L- gt
LU YR I B L



32 U.S. Department of Education Office for Civil Rights. 2014a. College and Career Readiness. Washington D.C.: U.S. Department of
Education. Retrieved January 3, 2015 (http://www?2.ed.gov/about/offices/list/ocr/docs/crdc-college-and-career-readiness-
snapshot.pdf).

33 U.S. Department of Education Office for Civil Rights. 2014b. School Discipline, Restraint, and Seclusion Highlights. Washington D.C.:
U.S. Department of Education. Retrieved January 3, 2015 (http://ocrdata.ed.gov/Downloads/CRDC-School-Discipline-Snapshot.pdf).

34 Bozkick, Robert and Erich Lauff. 2007. Education Longitudinal Study of 2002 (ELS:2002): A First Look at the Initial Postsecondary
Experiences of the High School Sophomore Class of 2002. National Center for Education Statistics. Retrieved January 20, 2015
(http://nces.ed.gov/pubsearch/pubsinfo.asp?pubid=2008308).

35 Correll, Shelley J., Stephen Benard, and In Paik. 2007. “Getting a Job: Is There a Motherhood Penalty?” American Journal of Sociology
112(5):1297-13309.

36 Pager, Devah, Bruce Western, and Bart Bonikowski. 2009. “Discrimination in a Low-Wage Labor Market A Field Experiment.”
American Sociological Review 74(5):777-99.

37 Bertrand, Marianne and Sendhil Mullainathan. 2004. “Are Emily and Greg More Employable Than Lakisha and Jamal? A Field
Experiment on Labor Market Discrimination.” American Economic Review 94(4):991-1013.

38 Scheider, Jessica and Elise Gould. 2016. ““Women’s Work’ and the Gender Pay Gap: How Discrimination, Societal Norms, and Other
Forces affect Women’s Occupational Choices.” Washington D.C.: Economic Policy Institute. Retrieved July 25, 2016
(http://www.epi.org/publication/womens-work-and-the-gender-pay-gap-how-discrimination-societal-norms-and-other-forces-
affect-womens-occupational-choices-and-their-pay/).

39 Beck, E. M., Patrick M. Horan, and Charles M. Tolbert II. 1980. “Industrial Segmentation and Labor Market Discrimination.” Social
Problems 28(2):113-30.

40 Catanzarite, Lisa. 2003. “Race-Gender Composition and Occupational Pay Degradation.” Social Problems 50(1):14-37.

41 Cohen, Philip N. and Matt L. Huffman. 2003. “Occupational Segregation and the Devaluation of Women’s Work across U.S. Labor
Markets.” Social Forces 81(3):881-908.

42 Huffman, Matt L. and Philip N. Cohen. 2004. “Racial Wage Inequality: Job Segregation and Devaluation across U.S. Labor Markets.”
American Journal of Sociology 109(4):902-36.

43 Travis, Jeremy, Bruce Western, and Steve Redburn. 2014. The Growth of Incarceration in the United States: Exploring Causes and
Consequences. National Research Council. Washington D.C.: Division of Behavioral and Social Sciences and Education. Retrieved
January 6, 2015 (http://www.nap.edu/booksearch.php?booksearch=1&record_id=18613&term=Black&chapter=33-69).

4+ Henrichson, Christian, Eital Schattner-Elmaleh, Jacob Kang-Brown, Oliver Hinds, and James Wallace-Lee. 2019. "Incarceration
Trends in Montana." New York, NY: Vera Institute of Justice.

45 Pager, Devah. 2003. “The Mark of a Criminal Record.” American Journal of Sociology 108(5):937-75.
46 Western, Bruce and Becky Pettit. 2010. “Incarceration & Social Inequality.” Daedalus 139(3):8-19.

47 Wilson, George and Debra Branch McBrier. 2005. “Race and Loss of Privilege: African American/White Differences in the
Determinants of Job Layoffs From Upper-Tier Occupations.” Sociological Forum 20(2):301-21.

48 Roscigno, Vincent J., Lisette M. Garcia, and Donna Bobbitt-Zeher. “Social Closure and Processes of Race/Sex Employment
Discrimination.” The Annals of the American Academy of Political and Social Science 609 (1): 16-48.

49 Roscigno, Vincent ]. Lisa M. Williams, and Reginald A. Byron. 2012. “Workplace Racial Discrimination and Middle Class
Vulnerability.” American Behavioral Scientist 56(5):696-710.

50 Smith, Ryan A. 2002. “Race, Gender, and Authority in the Workplace: Theory and Research.” Annual Review of Sociology 28:509-42.
51 Wilson, George. 1997. “Pathways to Power: Racial Differences in the Determinants of Job Authority.” Social Problems 44(1):38-54.

52 Hout, Michael and Harvey Rosen. 2000. “Self-Employment, Family Background, and Race.” Journal of Human Resources 35(4):670-
92.

53 Fairlie, Robert W. and Alicia M. Robb. 2007. “Why Are Black-Owned Businesses Less Successful than White-Owned Businesses? The
Role of Families, Inheritances, and Business Human Capital.” Journal of Labor Economics 25(2):289-323.

54 Robb, Alicia and Robert Fairlie. 2007. “Access to Financial Capital among U.S. Businesses: The Case of African American Firms.” The
Annals of the American Academy of Political and Social Science 613(1):47-72.

55 Fairlie, Robert W. and Harry A. Krashinsky. 2012. “Liquidity Constraints, Household Wealth, and Entrepreneurship Revisited.”
Review of Income & Wealth 58(2):279-306.

56 Bahn, Kate, Regina Willensky, and Annie Mcgrew. 2016. A Progressive Agenda for Inclusive and Diverse Entrepreneurship.
Washington D.C.: Center for American Progress. Retrieved December 1, 2016
(https://www.americanprogress.org/issues/economy/reports/2016/10/13/146019/a-progressive-agenda-for-inclusive-and-
diverse-entrepreneurship/).

57 Cha, Youngjoo and Kim A. Weeden. 2014. “Overwork and the Slow Convergence in the Gender Gap in Wages.” American Sociological
Review 79(3):457-84.

58 McCall, Leslie. 2001. “Sources of Racial Wage Inequality in Metropolitan Labor Markets: Racial, Ethnic, and Gender Differences.”
American Sociological Review 66(4):520-41.

59 Tomaskovic-Devey, Donald. 1993b. “The Gender and Race Composition of Jobs and the Male /Female, White/Black Pay Gaps.” Social
Forces 72(1):45-76.

B B C FINAL REPORT CHAPTER 3, PAGE 14
dF G- TR

~L- gt
LU YR I B L



60 Economic Policy Institute. 2012a. African Americans. Washington D.C.: Economic Policy Institute. Retrieved January 20, 2015
(http://stateofworkingamerica.org/files/book/factsheets/african-americans.pdf).

61 Economic Policy Institute. 2012b. Latinos. Washington D.C.: Economic Policy Institute. Retrieved January 20, 2015
(http://www.stateofworkingamerica.org/fact-sheets/latinos/).

62 Graf, Nikki, Anna Brown and Eileen Patten. 2018. The Narrowing but Persistent, Gender Gap in Pay. Washington, D.C.: Pew Research
Center. Accessed August 29, 2018 (http://www.pewresearch.org/fact-tank/2018/04/09/gender-pay-gap-facts/).

63Shapiro, Thomas, Tatjana Meschede, and Sam Osoro. 2013. The Roots of the Widening Racial Wealth Gap: Explaining the Black-White
Economic Divide. Waltham, MA: Institute on Assets and Social Policy. Retrieved January 2, 2015
(http://iasp.brandeis.edu/pdfs/Author/shapiro-thomas-m/racialwealthgapbrief.pdf).

64 Sullivan, Laura, Tatjana Meschede, Lars Dietrich, Thomas Shapiro, Amy Traub, Catherine Ruetschlin, and Tamara Draut. 2015. The
Racial Wealth Gap: Why Policy Matters. New York: Demos. Retrieved August 28, 2015
(http://www.demos.org/sites/default/files/publications/RacialWealthGap_1.pdf)

65 Bhutta, Neil, Andrew C. Chang, Lisa J. Dettling, and Joanne W. Hsu. 2020. Disparities in Wealth by Race and Ethnicity in the 2019
Survey of Consumer Finances. FEDS Notes. Washington D.C.: Board of Governors of the Federal Reserve System. Retrieved May 25,
2021 (https://doi.org/10.17016/2380-7172.2797).

66Kaiser Health Foundation. 2019. “Poverty by Race/Ethnicity.” Retrieved May 19, 2021 (https://www.kff.org/other/state-
indicator/poverty-rate-by-raceethnicity/).

67 Chang, Mariko Lin. 2010. Shortchanged: Why Women Have Less Wealth and What Can Be Done About It. Oxford: Oxford University
Press.

68 Berger, Allen N. and Gregory F. Udell. 1998. “The Economics of Small Business Finance: The Roles of Private Equity and Debt
Markets in the Financial Growth Cycle.” Journal of Banking & Finance 22(6-8):613-73.

69 Fairlie, Robert W. and Harry A. Krashinsky. 2012. “Liquidity Constraints, Household Wealth, and Entrepreneurship Revisited.”
Review of Income & Wealth 58(2):279-306.

70 U. S. Census Bureau. 2013a. “American Community Survey 2013 1 Year Estimates.” Retrieved January 20, 2015
(http://factfinder.census.gov/faces/nav/jsf/pages/searchresults.xhtml?refresh=t).

71 Turner, Margery Austen, Rob Santos, and Diane K. Levy, Doug Wissoker, Claudia Aranda, and Rob Pitingolo. 2013. Housing
Discrimination Against Racial and Ethnic Minorities 2012. Washington, D.C.: U.S. Department of Housing and Urban Development.
Retrieved January 2, 2015 (http://www.huduser.org/portal/publications/fairhsg/hsg_discrimination_2012.html).

72 Roscigno, Vincent J., Diana L. Karafin, and Griff Tester. 2009. “The Complexities and Processes of Racial Housing Discrimination.”
Social Problems 56(1): 49-69.

73 Kochhar, Rakesh and Richard Fry. 2014. “Wealth Inequality Has Widened along Racial, Ethnic Lines since End of Great Recession.”
Pew Research Center. Retrieved December 29, 2014 (http://www.pewresearch.org/fact-tank/2014/12/12 /racial-wealth-gaps-great-
recession/).

74 Burd-Sharps, Sarah and Rebecca Rasch. 2015. Impact of the US Housing Crisis on the Racial Wealth Gap Across Generations.
Brooklyn, NY: Social Science Research Council. Retrieved June 23, 2015. (http://www.ssrc.org/publications/view/129CDF74-1F11-
E511-940A-005056AB4B80/).

75 Charles, Camille Zubrinsky. 2003. “The Dynamics of Racial Residential Segregation.” Annual Review of Sociology 29:167-207.

76 Shapiro, Thomas, Tatjana Meschede, and Sam Osoro. 2013. The Roots of the Widening Racial Wealth Gap: Explaining the Black-White
Economic Divide. Waltham, MA: Institute on Assets and Social Policy. Retrieved January 2, 2015
(http://iasp.brandeis.edu/pdfs/Author/shapiro-thomas-m/racialwealthgapbrief.pdf).

77 Blanchard, Lloyd, Bo Zhao, and John Yinger. 2008. “Do Lenders Discriminate Against Minority and Woman Entrepreneurs?” Journal
of Urban Economics 63(2):467-97.

78 Cavalluzzo, Ken S., Linda C. Cavalluzzo, and John D. Wolken. 2002. “Competition, Small Business Financing, and Discrimination:
Evidence from a New Survey.” The Journal of Business 75(4):641-79.

79 Cavalluzzo, Ken and John Wolken. 2005. “Small Business Loan Turndowns, Personal Wealth, and Discrimination.” The Journal of
Business 78(6):2153-78.

80 Gruenstein Bocian, Debbie, Wei Li, Carolina Reid, and Robert G. Quercia. 2011. Lost Ground, 2011: Disparities in Mortgage Lending
and Foreclosures. Washington D.C.: Center for Responsible Lending. Retrieved January 21, 2015

81 Mijid, Naranchimeg and Alexandra Bernasek. 2013. “Gender and the Credit Rationing of Small Businesses.” The Social Science
Journal 50(1):55-65.

82 Ross, Stephen L. and John Yinger. 2002. The Color of Credit: Mortgage Discrimination, Research Methodology, and Fair-Lending
Enforcement. Cambridge, MA: MIT Press.

83 Ross, Stephen L., Margery Austin Turner, Erin Godfrey, and Robin R. Smith. 2008. “Mortgage Lending in Chicago and Los Angeles: A
Paired Testing Study of the Pre-Application Process.” Journal of Urban Economics 63(3):902-19.

84 Dymski, Gary, Jesus Hernandez, and Lisa Mohanty. 2013. “Race, Gender, Power, and the US Subprime Mortgage and Foreclosure
Crisis: A Meso Analysis.” Feminist Economics 19(3):124-51.

85 Fishbein, Allen ]. and Patrick Woodall. 2006. Women are Prime Targets Subprime: Women Are Disproportionately Represented in
High-Cost Mortgage Market. Washington D.C.: Consumer Federation of America. Retrieved January 5, 2015
(http://policylinkcontent.s3.amazonaws.com/WomenPrimeTargetsSubprimeLending CFA_0.pdf).

B B C FINAL REPORT CHAPTER 3, PAGE 15
dF G- TR

~L- gt
LU YR I B L



86 Williams, Richard, Reynold Nesiba, and Eileen Diaz McConnell. 2005. “The Changing Face of Inequality in Home Mortgage Lending.”
Social Problems 52(2):181-208.

87 Wyly, Elvin and C. S. Ponder. 2011. “Gender, Age, and Race in Subprime America.” Housing Policy Debate 21(4):529-64.

88 Baker, Amy Castro. 2011. Tearing Down the Wealth of Women. New York: Women'’s Media Center. Retrieved January 5, 2015
(http://www.womensmediacenter.com/feature/entry/tearing-down-the-wealth-of-women).

89 Baker, Amy Castro. 2014. “Eroding the Wealth of Women: Gender and the Subprime Foreclosure Crisis.” Social Service Review
88(1):59-91.

90 Rugh, Jacob S. and Douglas S. Massey. 2010. “Racial Segregation and the American Foreclosure Crisis.” American Sociological Review
75(5):629-51.

91 Burd-Sharps, Sarah and Rebecca Rasch. 2015. Impact of the US Housing Crisis on the Racial Wealth Gap Across Generations.

Brooklyn, NY: Social Science Research Council. Retrieved June 23, 2015. (http://www.ssrc.org/publications/view/129CDF74-1F11-
E511-940A-005056AB4B80/).

92 Bone, Sterling A., Glenn L. Christensen, and Jerome D. Williams. 2014. “Rejected, Shackled, and Alone: The Impact of Systematic
Restricted Choice on Minority Consumers’ Construction of Self.” Journal of Consumer Research 41(2): 451-474.

93 Blanchard, Lloyd, Bo Zhao, and John Yinger. 2008. “Do Lenders Discriminate Against Minority and Woman Entrepreneurs?” Journal
of Urban Economics 63(2):467-97.

94 Blanchflower, David G., Phillip B. Levine, and David ]. Zimmerman. 2003. “Discrimination in the Small Business Credit Market.” The
Review of Economics and Statistics 85(4):930-43.

95 Bates, Timothy and Alicia Robb. 2016. “Impacts of Owner Race and Geographic Context on Access to Small Business Financing.”
Economic Development Quarterly 30(2): 159-170.

96 Mijid, Naranchimeg and Alexandra Bernasek. 2013. “Gender and the Credit Rationing of Small Businesses.” The Social Science
Journal 50(1):55-65.

97 Treichel, Monica Zimmerman and Jonathan A. Scott. 2006. “Women-Owned Businesses and Access to Bank Credit: Evidence from
Three Surveys Since 1987.” Venture Capital 8(1):51-67.

98 Coleman, Susan and Alicia Robb. 2009. “A Comparison of New Firm Financing by Gender: Evidence from the Kauffman Firm Survey
Data.” Small Business Economics 33(4):397-411.

99 Robb, Alicia and Robert Fairlie. 2007. “Access to Financial Capital among U.S. Businesses: The Case of African American Firms.” The
Annals of the American Academy of Political and Social Science 613(1):47-72.

100 Robb, Alicia, Susan Coleman, and Dane Stangler. 2014. Sources of Economic Hope: Women’s Entrepreneurship. Kansas City, KS:
Ewing Marion Kauffman Foundation. Retrieved November 3, 2016 (http://www.kauffman.org/what-we-
do/research/2014/11/sources-of-economic-hope-womens-entrepreneurship).

101 Robb, Alicia. 2013. Access to Capital among Young Firms, Minority-owned Firms, Woman-owned Firms, and High-tech Firms.
Washington D.C.: Small Business Administration Office of Advocacy. Retrieved January 5, 2015
(https://www.sba.gov/sites/default/files/files/rs403tot(2).pdf).

102 ynited States Census Bureau. 2012. “Survey of Business Owners.” Retrieved August 16, 2019.
(https://data.census.gov/cedsci/table?tid=SBOCS2012.SB1200CSA01&hidePreview=true).

103 United States Census Bureau. 2019. “Annual Business Survey.” Retrieved May 25, 2021
(https://data.census.gov/cedsci/table?tid=ABSCS2018.AB1800CSA01&hidePreview=true)

104 Fairlie, Robert W. and Alicia M. Robb. 2009b. “Gender Differences in Business Performance: Evidence from the Characteristics of
Business Owners Survey.” Small Business Economics 33(4):375-95.

105 Fairlie, Robert W. 2006. “Entrepreneurship among Disadvantaged Groups: Women, Minorities, and the Less Educated.” Pp. 437-75
in The Life Cycle of Entrepreneurial Ventures, edited by Simon Parker. Springer Science & Business Media.

106 Fairlie, Robert W. and Alicia M. Robb. 2008. Race and Entrepreneurial Success: Black-, Asian-, and White-Owned Businesses in the
United States. Cambridge, Mass.: MIT Press.

107 Bahn, Kate, Regina Willensky, and Annie Mcgrew. 2016. A Progressive Agenda for Inclusive and Diverse Entrepreneurship.
Washington D.C.: Center for American Progress. Retrieved December 1, 2016
(https://www.americanprogress.org/issues/economy/reports/2016/10/13/146019/a-progressive-agenda-for-inclusive-and-
diverse-entrepreneurship/).

108 Budig, Michelle J. 2006b. “Intersections on the Road to Self-Employment: Gender, Family and Occupational Class.” Social Forces
84(4):2223-39.

109 Lofstrom, Magnus and Timothy Bates. 2013. “African Americans’ Pursuit of Self-Employment.” Small Business Economics 40(1):
73-86.

110 Bahn, Kate, Regina Willensky, and Annie Mcgrew. 2016. A Progressive Agenda for Inclusive and Diverse Entrepreneurship.
Washington D.C.: Center for American Progress. Retrieved December 1, 2016
(https://www.americanprogress.org/issues/economy/reports/2016/10/13/146019/a-progressive-agenda-for-inclusive-and-
diverse-entrepreneurship/).

111 Fairlie, Robert W. and Alicia M. Robb. 2008. Race and Entrepreneurial Success: Black-, Asian-, and White-Owned Businesses in the
United States. Cambridge, Mass.: MIT Press.

B B C FINAL REPORT CHAPTER 3, PAGE 16
dF G- TR

~L- gt
LU YR I B L



112 Coleman, Susan and Alicia Robb. 2009. “A Comparison of New Firm Financing by Gender: Evidence from the Kauffman Firm
Survey Data.” Small Business Economics 33(4):397-411.

B B C FINAL REPORT CHAPTER 3, PAGE 17
dF G- TR

~L- gt
LU YR I B L



CHAPTER 4.
Anecdotal Evidence

As part of the disparity study, business owners, trade association representatives, and other
stakeholders had the opportunity to share anecdotal evidence about their experiences working in the
local marketplace as well as with the Montana Department of Transportation (MDT) and National
Plan of Integrated Airport Systems (NPIAS) airports. BBC Research & Consulting (BBC) documented
those insights and identified key themes about conditions in the local marketplace for minority- and
woman-owned businesses. The study team used that information to augment many of the
quantitative analyses we conducted as part of the disparity study to provide context for study results
and provide explanations for various barriers minority- and woman-owned businesses potentially
face as part of MDT’s and NPIAS airports’ transportation-related contracting and procurement.
Chapter 4 describes the anecdotal evidence collection process and key themes the study team
identified from that information. BBC presents all the anecdotal evidence we collected as part of the
disparity study in Appendix D.

A. Data Collection

The study team collected anecdotal information about marketplace conditions, experiences working
with MDT and NPIAS airports, and recommendations for program implementation through various
efforts between August 2021 and April 2022.

1. Public forums. MDT, NPIAS airports, and the study team solicited various stakeholders for
written and verbal insights at two public forums BBC facilitated virtually on October 20 and 26, 2021.
Those insights were compiled and analyzed as part of the anecdotal evidence process.

2. In-depth interviews. The study team conducted 36 in-depth interviews with owners and
representatives of local construction and professional services businesses. The interviews included
discussions about interviewees’ perceptions of, and experiences with, the local contracting industry,
working or attempting to work with government agencies in Montana, MDT’s and NPIAS airports’
implementation of the Federal Disadvantaged Business Enterprise (DBE) Program, and other
relevant topics. BBC identified interview participants primarily from a random sample of businesses
the study team contacted during the availability survey process, stratified by business type, location,
and the race/ethnicity and gender of business owners. The study team conducted most of the
interviews with the owner or another high-level representative of each business.

3. Availability surveys. BBC conducted availability surveys for the disparity study with 591
businesses between September 2021 and February 2022. As a part of the surveys, the study team
asked business owners and managers to share qualitative information about whether their
companies have experienced barriers or difficulties starting or expanding businesses in their
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industries, obtaining work in Montana, or working with government organizations in the state. Two
hundred eighty-one business owners and representatives shared such information.?

4, Focus groups. BBC conducted two focus groups with representatives of businesses that operate
as prime contractors or subcontractors on January 20 and 26, 2022, respectively. During each focus
group, participants engaged in group discussions and shared their insights about working in Montana
with public and private sector organizations.

5. Written comments. Throughout the study, stakeholders and community members had the
opportunity to submit written comments regarding their experiences working in the local
marketplace directly to the study team. Two stakeholders and community members shared such
comments, which were integrated into our analyses of anecdotal evidence.

B. Key Themes

Various themes emerged across all the anecdotal evidence the study team collected as part of the
disparity study. BBC summarizes those themes by relevant topic area and presents illustrative
quotations. In an effort to protect the anonymity of individuals and businesses, we coded the source
of each quotation with a random number and prefix that represents the individual who submitted the
comment and the data collection method. We denote availability survey comments by the prefix “AV,”
focus group comments by the prefix “FG,” public forum comments by the prefix “PT,” and written
comments by the prefix “WT.” In-depth interview comments do not have a prefix. We also preface
each quotation with a brief description of the race and gender of the business owner and the business
type. In addition, we indicate whether each participant represents a certified DBE, minority- or
woman-owned business enterprise (MBE/WBE), or small business enterprise (SBE).

1. Marketplace conditions. Some interviewees find Montana’s marketplace to be declining, with a
few small regions experiencing a boom while most others suffer. Multiple interviewees said that the
market is extremely competitive, noting that firms are moving into different markets, more
companies are bidding on projects, and fewer skilled employees are available to hire. Others who
view the market as growing and healthy noted that additional stimulus funds have led to more
government projects.

The owner of a majority-owned construction firm stated, “Montana throws a few roadblocks in front
of DBEs that don't necessarily have to be there, but it's a hard competitive market to get into for a
new business. It's a very tight market. It's a clique-y market.” [#1]

A representative of a majority-owned professional services firm stated, “I think [the perceived
market growth is] probably part of the stimulus funds. I think it might be staffing changes, political.
There seems to be a little bit more projects out there than there has been in the past.” [#5]

The Black American woman owner of a professional services company stated, “It should tell you how
exclusive it is ... when you have these giant companies that can come into Montana from a state or
two states away and do jobs here ... the only real competition that those guys get is if somebody from

1 The remaining availability survey respondents did not share additional information related to marketplace conditions in Montana.
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a different state who's already that size decides to come take work away from them. I mean, it's so
stacked against you [as a smaller company in Montana].” [#10]

A representative of a majority-owned professional services firm stated, “I don't know that it's
necessarily the last two to three years, but we've seen it in the recent past, is ... impacts to the
market of larger firms coming in to compete against the smaller firms of Montana. I think it's gotten
worse in the last few years, because these larger firms' employees are working at home or can work
at home, and so they are able to compete with us here and open up the marketplace to some of the
larger firms. We very much struggle to compete with that.” [#29]

A representative of a majority-owned professional services firm stated, “I think the economy in
general has gotten stronger, which in particular makes it harder to find people to hire. There's a lot
more variety of job opportunities for candidates, for employ[ees] to find and to try to find a job. And
so, I think the labor market is very competitive ...” [#30]

2. DBE certification and benefits. Business representatives noted multiple benefits of DBE
certification, including financial benefits for website development, visibility and access to
opportunities, and training and business development opportunities and programs. One example an
interviewee discussed is the $2,500 reimbursement MDT offers each year for bonding, training, and
other approved activities. The DBE certification process is generally regarded as straightforward,
getting easier to maintain certification. When discussing disadvantages, interviewees discussed good
faith efforts (GFEs), noting that they feel like their presence is often used just to “check a box,” and
they are not generally as respected as they think other subcontractors are.

The owner of a WBE- and DBE-certified construction company stated, “Being DBE certified is good
because once a year [MDT] reimburses you $2,500 ... for bonding or whatever, training. What a nice
perk. And then when [events] come up, like if they know that there's going to be this gathering,
they'll let you know.” [#8]

The Native American owner of a DBE-certified construction company stated, “Opportunity. That
[DBE certification] gives you a little bit more opportunity to actually get some work, because they
have those requirements of so many percent of every project has to have a DBE. And there's a whole
lot of small contractors out there, and not so many of them are DBEs.” [#16]

The woman owner of a DBE-certified professional services business stated, “It may be the difference
between the first time and recertification, but recertification has even gotten a lot easier. They let
us, instead of having to fill out a bunch of forms and re-estimate our personal financial worth and,
do all the things proving that we aren't a shell for some evil man, we now are allowed to just say,
‘Nothing's changed.’ And it's so much easier to do that.” [#28]

A respondent at a public meeting stated, “The stigma [of DBE certification] would be, ... a prime is
more checking the box, potentially, than really interested in [working with] a DBE bit.” [#PTZ2]

The owner of a WBE- and DBE-certified construction company stated, “So [the prime contractors
are] looking at me now, this little company, to pave this stretch of [road] so they can fulfill their
quota, knowing full well that we're going to slow them down, we're going to break their rhythm. So,
here’s this little company coming in to do their part, almost feeling foolish, because we know we're
under a microscope, because these guys are going, ‘Well, geez, here's this crew of four and we have a
crew of 12, and we have to wait for them to do this part.” [8]
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3. Doing business with public agencies. Several business owners discussed their experiences
working with NPIAS airports and mentioned the frequency of delayed payments, which is a barrier
for all businesses but especially for new businesses. Businesses indicated that they are reluctant to
work with the airports because of the cumbersome bidding processes.

The owner of a majority-owned construction company stated, “Never bid on an airport [project]
because ... it might be a month and a half before the prime sees the money ... So, you could be strung
out close to two months ... it could almost be three months if you did something at the beginning of
the pay period. ... It’s harder [to bid with airports], because they don’t use the same online system. ...
You're still writing a lot of bids by hand. And you’re going to different counties to determine the bids
... [because they] don’t use an electronic system. ... We have to take the bids everywhere. It’s a lot.”

[#1]

A representative of a DBE-certified construction company commented, “It seems like the airports
pay significantly slower than some of the other public work we do. ... Now, I don't know if that's
because of the size of the airports and the staffing or all the red tape and such, I don't know. But it
just seems like it takes us a long time to get paid and then a really long time to get the retainage
released. We've sometimes waited eight or nine months to get the retainage released on an airport
[project], even ifit's a significantly sized project ... So, that becomes kind of a frustration.” [#4]

Interviewees discussed their experiences working with local tribes and doing work on reservations.
The general consensus is that working with tribes is worthwhile, but they lack some of the resources
that other, larger government agencies have that makes finding and obtaining work easier.

A representative of a majority-owned professional services firm said, “I'd say for us, you know, in the
line of work that we do ... most difficult ... would be tribes. And that's simply just because they
generally don't have the resources behind their programs like a local government or a state
government would have.” [#2]

A representative of a DBE- and SBE-certified professional services firm commented, “Tribes always
struggle with [obtaining financing] because of assets, everything being in trust. Then banks ... they
don't want to come to tribal court, one. Two, there’s nothing they can go after in case you fail on a
payment. So, I think that's always a challenge for tribal organizations. I think it's a huge problem
for tribal small businesses.” [#22]

A representative of a majority-owned professional services firm stated, “If we're going in to work on
the reservation, we try really hard to use native-owned businesses.” [#29]

4. Doing business as a prime contractor or subcontractor. Several interviewees indicated
their preference for working as prime contractors for several reasons. As subcontractors, they do not
feel protected from the whims or ire of prime contractors. In addition, subcontractors have less
protection from suppliers who provide faulty materials. Finally, subcontractors are often used as
scapegoats when project timelines go past contract dates, even if the delays occurred before they
performed their work. Businesses that more often perform work as subcontractors noted the
financial burden of bidding on projects as prime contractors and the additional opportunities
available from working as subcontractors.

The owner of a WBE- and DBE-certified construction company stated, “It's kind of like if you're a
painter of a house: you're the last one in, but yet if ... your sheet rock guy did a bad job, they'll blame
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the painter. It's the exact same thing. So, we used to come back in and pave after the trench work
was done ... And then if we couldn't get densities, it was always blamed on the asphalt where they
never looked at the gravel. And so, it's always like ... if you're an asphalt subcontractor, you're kind
of a scapegoat.” [#8]

The Black American woman owner of a professional services company stated, “[Being a
subcontractor]’s way less risk on our part, because we don't have to put up the whole kitchen sink
and everything to get to the same kind of thing. So ... I'm fine doing it that way.” [#10]

The Native American owner of a DBE-certified construction company stated, “We tried a lot of
subbing in the past, and with the Montana Department of Transportation generals, we seem to get
kicked around pretty easy that way. [Sub opportunities] weren't very profitable for us because of
that. [Prime contractors] have a way of manipulating and pretty much put the bad stuff onto the
smaller guy. ... So that's why we, myself, just got it in my head that I was going to be a [prime
contractor], and I wasn't going to bid anything unless I was a [prime contractor].” [#16]

A respondent at a public meeting stated, “We had to be the sub I should say. And larger companies,
knowing that we were new, took advantage of that, and it really bit us in the butt hard. ... We
decided we're not going to do that anymore. We're going to become a general contractor, and we'll
bid the entire site and we'll hire subs for things that we don't do.” [#PT2]

5. Potential barriers to business success. The bid process for government work is considered
by many to be time consuming, costly, and challenging, particularly for small businesses. The eMACS
platform is considered somewhat cumbersome and getting in contact with procurement staff to ask
questions can be difficult for many businesses. For construction firms, there are seasons in the year
when many projects go out to bid, and bidding on all the potential work for a season leaves bidders
with little time to build teams, attend pre-bid meetings, and compile their bids. Bidding projects
further in advance may be beneficial, but with the inconsistency in supply prices and the need to have
clear access to subcontractor schedules, it may pose more challenges than it resolves. Alternative
delivery methods, such as Construction Manager/General Contractor (CMGC) and Construction
Manager at Risk projects, are considered less attractive to many bidders, because the upfront work to
secure those projects is more time intensive and requires more interviews. To improve the bid
process for construction projects in particular, multiple interviewees recommend clearer
specifications in the solicitation (especially for design-build contracts) as well as providing walk
throughs for projects to help identify any potential pitfalls that will need to be addressed.

The owner of a WBE- and DBE-certified construction company stated, “Right now there's tons of
jobs coming across, but I have four jobs that I'm trying to bid right now. By the time I get these done,
it sometimes ... leaves me a week to get those done, which depends on the size of them and then
trying to get sub prices. If you give them a week, they're annoyed, just like I get annoyed ... [ can't
keep up with everything all the time. Especially during the summer still trying to bid plus we're on
the job plus have to actually have labor on the job.” [#8]

The owner of a majority-owned professional services firm stated, “I find eMACS terribly, terribly,
terribly difficult to deal with. And it's so entirely counterintuitive that it's hard to understand what
you're doing as compared to some of the other programs, all the other programs that we've worked
with. ... You should have someplace out there where it just gives me a summary of what the tasks
are. ... Butyou can't do that until you go through ... ‘Do you want the bid?’ Well, how do I know?
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That's the first question, do you want the bid? Well, how do I know if | want a bid if I can't see what
the tasks are?” [#11]

The woman owner of a DBE-certified professional services firm stated, “It's very expensive for a
small firm like ours to have put in all of these statements of qualifications. We used to have to run to
Helena with multiple copies. I mean, it just was very expensive just to get on [MDT’s] list. And then a
lot of times you were never selected anyway for projects. So, it got to be where it was just too
expensive to even put in your statement of qualifications. ... So not only do you have to put a
cumbersome qualification in on every single division you want to be on the list for, now instead of
just being able to pick from the list and go to somebody and say, ‘Hey, we'd like you to do this
project,” now [we] have to pick three firms from the list to do a specific proposal for that project. So,
it's another costly event to have to submit proposals just to get a job from being on the list.” [#15]

A representative of a Native American-owned DBE- and SBE-certified professional services firm
stated, “It's a cost analysis. Because somebody's got to sit down and [submit a bid] and... they could
be doing something else. ... What are you losing to do that?... Like the Boeings of the world, they've
got a hundred-person shops. That's all they do all day, every day. We don't have that luxury.
Sometimes we're washing dishes and hanging rafters and then trying to do all this other stuff.”
[#22]

A participant from a focus group of prime contractors stated, “Most of the alternate delivery
projects that have been let in the state have gone [to] out of state contractors ... And they're
extremely time consuming from our standpoint. For a CMGC project, we spend months putting
together [a] proposal. ... It involves a lot of technical writing, a lot of meetings, interview, just a lot
of work. And [a large out-of-state company] comes in with their team of technical writers and
amazing interviewees, and they just come and snhag it right up from underneath our feet. And
obviously everything's based on the writing, your writing and your interview, so cost isn't really
taking an account on any of that. ... It's hard for the local contracting association to support those
delivery methods if they're just going to keep giving it to out-of-state companies. ... There's just no
way that any of these ... Montana companies can get a project, because we don't have the experience
because they won't give it to us. ... If you really want to get a [Montana] contractor, judge us on our
writing, judge us on our interview. Don't judge us on what our previous experience is because we
know we can build these bridges and you know we can build these bridges.” [#FGZ2].

Bid shopping is an ongoing problem for many businesses, especially because, as several business
representatives indicated, there is an unspoken rule that new businesses tend to get their bids
shopped until they are familiar to prime contractors. The “good ol’ boy” club facilitates bid shopping
and skirting rules that prevent it, but several business representatives indicated that adding more
rules to limit such behavior might only make the bid process even more cumbersome. Some
interviewees indicated that public agencies also bid shop when they ask businesses for quotes or
scopes of work for potential projects and use that information to bid out the work to other businesses
or rebid projects if they do not find the original prices advantageous.

The owner of a majority-owned construction company stated, “Any new person who comes on the
scene more than likely is going to get shopped for a while. It's kind of like [a] truck salesman comes
into our office. I have to see that guy four or five or six times before I'm even going to think about
buying something from him. ... You got to get a certain level of familiarity before you're going to
give them a contract.” [#1]
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A representative of a DBE-certified construction company stated, “I think [agencies are] putting
rules in places you want, but there's enough good ol' boys left that would find a way to skirt the rule.
That'd make the process so much more cumbersome, I think, if you tried to [add] restrictive [rules],
if you tried to address [bid shopping] too much.” [#4]

A representative of a majority-owned professional services firm stated, “I have clients that [bid
shop], like cities. [One City in particular] is famous for having me write up the scope and then you
tell them what [I] could do it for. They would take that down and share the price with another firm
and say, ‘Can you do this for less?’ Of course, they are going to say yes. I've had firsthand experience.”

[#5]

A representative of a majority-owned professional services company stated, “One of the rules that |
was taught in our industry is nothing good comes from a rebid. So anytime there's a rebid, there's
always the thought of the owner [thinking] ... ‘Hey, wait a minute. This was too high. Let's rebid this
in three months.’ And coincidentally, some new guy comes in and beats that original price.” [#7]

The Black American woman owner of a professional services company stated, “You can't tell me that
there isn't some kind of collusion. And I'm not accusing anybody of anything illegal. I'm just saying ...
You can't compete with that kind of a rigged game. So ... we don't.” [#10]

A representative of a DBE-certified professional services firm stated, “I do know that, a lot of times,
like people that have that inside intel, they'll know exactly how much a client has to award for a
certain project, so they create budgets that are within that, so they have that advantage. I think
there are things that people do kind of behind the scenes that make them more competitive when a
proposal is reviewed.” [#21]

Many business representatives indicated that delayed payment is an issue with smaller agencies,
grant-funded work, change orders, or certain types of “paid when paid” federal projects.
Subcontractors generally experience the most delays in payments, especially when prime contractors
do not follow through on the payment period Montana state law requires, seven days for
construction companies and 30 days for professional services companies. Some interviewees said
that timely payment is a major factor for subcontractors when considering with which prime
contractors to team, and they often will not participate in projects on which payment periods are
greater than 30 days. Some subcontractors suggest that prime contractors should share their
bonding and insurance information, so there is recourse outside of suing prime contractors to receive
payment. Prime contractors generally consider MDT to pay on time, and several prime contractors
noted that much of the struggle to pay subcontractors on time relates to their own lack of
organization in invoicing. Stronger bookkeeping and invoicing practices would help prime
contractors pay subcontractors more quickly.

A representative of a majority-owned professional services firm stated, “One of the things... that |
have seen as an issue is, for certain projects, if they're to say grant funded or something ... [agency]
payment is a little [slower].” [#2]

The Native American woman owner of a DBE-certified professional services firm stated, “l haven't
had any nonpayment but late [payments]—60, 90 days. Which that was way too long for me. The
only thing I can do is look at that prime and say, ‘Oh yes, can't work for them.’... And when I work for
someone ... when [ sign the contract I say, ‘I cannot wait 60 days. I need to be paid in 30 days, or |
can't work for you.”" [#3]
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A representative of a DBE-certified construction company stated, “Where we got into a dispute
[was] with a prime contractor over a change order that ended up not getting resolved favorably for
us. ... Well, the project was already finished before the squabble began, and we've just opted not to
work with that contractor in the future.” [#4]

A representative of a majority-owned professional services firm stated, “DBEs are kind of
unorganized with their invoicing, which hurts them, and I'll try and get them paid as soon as I can. |
can't pay them if they don't send me the bill.” [#5]

The Native American owner of a DBE-certified construction company stated, “The other bad thing
about being a subcontractor, especially with the bigger [prime contractors], is they really delay your
payments, too. They'll hold you out there 60 to 90 days before you get your money, and for a small
[business], that makes it pretty difficult, because then you're leaning on your line of credit or
whatever to operate ... And therefore, the interest you pay in your bank for that eats your profit for
what you can make on a job as a subcontractor, because the subcontractor profit margins are not
very good.” [#16]

Finding and training personnel was considered a barrier to growth by nearly every respondent, both
from in-depth interviews and comments from availability surveys. Many participants said that
although many companies train their employees on the job, finding employees with experience in
skilled trades is nearly impossible. They remarked that the labor market is extremely tight due both
to the pandemic and overall market trends over the last five years. In addition, particularly in
Montana, young workers who might otherwise enter the construction industry are pulled to oil
industry jobs, because they pay substantially more than most construction companies can offer. In
addition, Davis-Bacon wages have remained relatively stagnant over the last decade, not rising to
meet inflation. In the construction industry in particular, retaining employees is difficult and workers
quit without any warning or notice. In the professional services sector, most employees bounce
between firms on a fairly regular basis, making it difficult to retain talent long term.

A representative of a DBE-certified construction company stated, “We're very close to the oil fields.
And so, a lot of the skilled laborers go to the oil fields, especially when they are booming, because the
oil companies can pay tremendous amounts that small businesses ... simply can't afford. ... We can't
compete with the oil company wages ... and that's just a barrier that none of us can really do much
about.” [#4]

A representative of a majority-owned professional services company stated, “l would say that the
biggest burden would be the limitation of qualified or interested individuals in this realm. ... The
educated kids are a lot easier to find in my opinion, ... it’s the lower-waged people out there ... [that
are harder to find]. And then our services are so specialized that we basically have to train
everybody from the ground up, so that does take time.” [#7]

The owner of a majority-owned professional services firm stated, “As businesses coming to grips
with [staffing difficulties], it doesn't matter who I talked to, we are all in the same boat. We're
having difficulty hiring staff now. And it seems to be getting a little bit better, but over the last
couple three years, it's been quite difficult to hire people.” [#14]

A representative of a majority-owned construction firm stated, “I think the economy in general has
gotten stronger, which in particular makes it harder to find people to hire. There's a lot more
variety of job opportunities for candidates, for employment ... to find a job ... I think the labor
market is very competitive, and that's not just because of COVID.” [#30]
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A representative of a majority-owned professional services company stated, “l have trouble getting
employees. ... It’s more difficult to find qualified people willing to work than it was prior to COVID.”
[#AV239]

A participant from a focus group of prime contractors stated, “There’s a petition going around state
of Montana to do a blanket, across the board, $6 increase to the Davis-Bacon wage scale to try to
attract more people to come to work right now. So that's one thing that I've noticed, even since |
started working in '99, the wages haven't changed much in 20 years or 22 or 23 years. There's been
small changes across the board and realize that we're a federal aid state, so we're beholden to the
Davis-Bacon wage scale.” [#FG2]

Factors public agencies consider when awarding projects are not generally seen as barriers with the
exception of the balance between past performance, past experience with MDT, and price. MDT
seems to prioritize past experience with a specific size and type of project rather than familiarity
with the agency or with smaller but similar types of projects. In addition, MDT often awards points
for contractors’ current and past work with the agency, which limits the ability of new firms to break
into MDT work. MDT uses a best value evaluation process rather than a low-bid process to award

CMGC projects, which business representatives think favors out-of-state contractors with nationwide

experience that are generally more expensive than local contractors. Suggestions to overcome this
barrier included encouraging small business participation in smaller projects to build experience
with the agency, increased transparency in MDT’s decision processes, and other related efforts.

A representative of a majority-owned professional services firm stated, “Maybe a little more
transparency. [MDT] never really tell us why [they make the award decisions they make], and
maybe it's proprietary too. There's probably reasons they can't, but [it] doesn't seem like there's
much feedback for how you take second, how could we do better.” [#7]

The owner of a DBE-certified professional services company stated, “[MDT’s award process] favors
large businesses that they're used to doing work with, because when you do a project for them, they
have a ranking system so when you get done with the project, you get a ranking of how you did on
that project. So, if you do projects over and over, you get rankings that are in their system. If you
have never worked with them before, then we have to go solicit letters of recommendation ...
because they say they've never worked with us before. And so, it definitely favors the [same] people.
... [ guess I would like to look at more of how they rank the firms, as far as the firms that do business
with them get higher rankings, because they're familiar with them, which is... I guess it's not a bad
thing. It's just that a new company that comes in has a harder time getting in and getting ranked,
because they don't have experiences.” [#15]

A representative of a majority-owned professional services firm said, “... If there's anything that
could be done to give new companies or smaller companies an opportunity to work with MDT, even
though it's just hard to break that barrier of not having worked with MDT before and showing
experience.... I think that's the biggest thing for us, is just how do we even start getting to work with
MDT because we have that as one of our goals to work with MDT, but it's really hard to compete
against all those companies or those several companies that work with MDT all the time.” [#27]

A representative of a majority-owned professional services company stated, “We have helped
contractors try to compete for [MDT work], and because past experience in it is a scoring criterifon],
the contractors, the Montana contractors we've tried to assist, have been unsuccessful, because they
can't compete with the larger out-of-state firms that have that experience.” [#29]
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6. Barriers related to race and gender. Falsification of GFEs is a substantial issue, according to
many businesses that participated in the anecdotal evidence process. They indicated that it most
often occurs in the form of prime contractors soliciting subcontract bids far too close to the deadline,
leaving too little time for subcontractors to realistically respond. In addition, interviewees reported
that they are asked to submit qualifications or bids to prime contractors and then never hear back
about the projects, implying that either their participation was falsely reported to the agency or that
their response was only intended to meet GFE requirements.

The Native American woman owner of a DBE-certified professional services firm stated, “l had
somebody call me to do a [statement of qualifications, or SOQ]. And they wanted to use me and I'm
like, ‘Okay, so what do I do?’ ‘Well, just send us your qualifications and all that and we'll put you in
the SOQ as our DBE,’ or blah, blah, blah. ... I never heard back from them.” [#3]

The owner of a WBE- and DBE-certified construction company stated, “But see, now the reason they
call her three days before she's due, is basically they don't want her to do the job. They just want to
fulfill their percentage of reaching out for a DBE company.” [#8]

The woman owner of a DBE-certified professional services firm stated, “ have seen us be on a team
and propose to do work and then the prime does our work internally themselves.” [#28]

Multiple interviewees described their experiences with unfavorable work environments and facing
stereotypical attitudes, noting that minority- and woman-owned businesses are commonly
questioned about their capability and competency. In addition, several interviewees indicated that
sexual harassment and gender discrimination is still prevalent on many work sites.

A representative of a DBE-certified firm stated, “I think that the stereotype for the industry makes it
difficult, especially for the females to enter and advance, just because of the stereotype that it's a
man'’s field. ... It's a very male dominated field. And so, it's extremely difficult to garner the respect.”

[#4]

A representative of a majority-owned professional services company stated, “We do have female
technicians that go out to a job site. So, the stereotype, you can see the obvious stereotype there, a
men-dominated industry where a female comes out and tests stuff and tells them they're not doing
well. And you can imagine the firestorm or the level of scrutiny there. ... We did have an instance of
some sexual harassment that I had to deal with. ... It does happen.” [#7]

The owner of a WBE- and DBE-certified construction company stated, “I am the paver operator
when we're paving, and I have been since '05, and I have been so abused as a paver operator, by
men. So, the disadvantage of being a woman is phenomenal.” [#8]

The Native American owner of a DBE-certified construction company stated, “There are
superintendents that didn't believe in the DBE situation, and they come out and tell you when you
start with them that, ‘We're going to hold you to the line, and we're going to be tough on you.
Tougher than we would on somebody that's not a DBE, et cetera,” because they didn't believe in this
affirmative action stuff.” [#16]

Many minority- and woman-owned businesses said that they have experienced price discrimination,
especially with regard to interest and bonding rates. In particular, Native American-owned
businesses were especially vocal about how difficult it is to obtain financing.
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The Native American woman owner of a DBE-certified professional services firm stated, “Well,
everything was hard in the beginning, because | was a woman. ... The first time [ went to buy a CAT,
they basically told me, ‘We can't give you insurance and all this.” And I said, ‘Why not?’ And they
didn't say because you're a woman, but it took me two and a half months in order for me to buy my
first CAT and get it insured, because ‘I wasn't qualified.’ ... I think it was because I was a woman.”

[#3]

The Native American owner of DBE-certified construction company stated, “[The banks] feel that
you, because you are a tribal member, or a minority, that you're a higher risk, so they put you in that
little higher risk [category], just like your insurance company does if you've got a bad driving

record, et cetera.” [#16]

A representative of a Native American-owned DBE- and SBE-certified professional services firm
stated, “I think [being a minority-owned businesses is] a huge problem for tribal small businesses
that are new. Because one, you got the tribal piece, right? That's the government piece. Two, you got
the small business, so you don’t have a lot of assets to put up against something. And three, you don’t
have a lot of past performance to be able to say that ‘We can do this, and this is how we do.’ So
banks are not as willing to take that risk.” [#22]

7. Business assistance programs. Some interviewees spoke about the benefits of unbundling
large contracts. For example:

The Native American owner of a DBE-certified construction company stated, “The number one
[thing agencies could do to help] would be that they maybe slice off some of the big pie, so that the
smaller contractor can afford to bid on them. ... They’re getting so their projects are so darn big, and
for a smaller [firm] to get the bonding to do it, even though you think you might be able to do the
work, being able to get all the surety to perform the work. There was a time Montana used to bid off
some smaller [projects], the secondary roads, et cetera. They seem to quit doing that, and they put
them in big packages [now].” [#16]

Several businesses indicated that they consider joint ventures and other alternative teaming
arrangements as valuable tools to building the experience and expertise needed to successfully bid
on and win work. Some said that in cases where alternative teaming arrangements are not feasible,
mentorship is a good alternative. Developing relationships among local businesses is valuable for
both large and small firms, as both prime and subcontractors noted that many project teams are built
through prior relationships and past performance.

A representative of a Native American-owned DBE- and SBE-certified professional services firm
stated, “For me, in what I do, the most effective way for me to grow and to start is through teaming.
We're in a joint venture agreement or a teaming agreement with the company right now where we
shall share the bidding process. So, they've got a staff of three people that works on it. We come in
and help technically where we can, and pricing, and all that stuff. So, for us, that's the only way we
can do this effectively, because we don't know everything, right? But they've got more years of
experience and can help us with shortcuts, and templates, and how things are done which is
beneficial to us.... Unless you find a niche where ... you're the unicorn, it's hard for us small businesses
to get going.” [#22]

A representative of a majority-owned professional services firm stated, “We developed a partnership
with a very large national firm, who can supply just about any type of expertise we need. That
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partnership has been very helpful. A lot of these larger engineering firms don't have the local
services like our surveyors, our geo-tech firm, because that's equipment and people on the ground.
It's not efficient for them to send those people all over the world.” [#5]

8. Recommendations. Many interviewees believe that MDT heavily weighs the past experience of
contractors working with the agency when it awards projects. Because gaining such experience is
considered a barrier for new businesses, common recommendations include breaking up projects to
make them more accessible for small businesses, using small business set asides to award certain
projects, or weighting past experience less strongly as part of bid evaluations.

The Black American woman owner of a professional services company stated, “If you set aside stuff
for actual small companies, like people that do under $10 million a year, ... it allows you to get into
that and start competing at that type of job.” [#10]

A representative of a majority-owned professional services company stated, “If there's anything that
could be done to give new companies or smaller companies an opportunity to work with MDT, even
though it's just hard to break that barrier of not having worked with MDT before and showing
experience.... I think that's the biggest thing for us, is just, how do we even start getting to work with
MDT? ... If there were certain projects that could be open to newer contractors, just to give them a
chance to start working with MDT and ... doing MDT projects. So maybe eventually you could get the
experience with MDT, so you could compete with the other companies on projects in the future, you
know?” [#27]

A representative of a majority-owned professional services company stated, “Once we get our foot in
the door, we're great, because then you're working off of your past history. So, I would say that a
small business set-aside for maybe term contracts at MDT, because those are smaller. You could
handle some of them with a five-person firm or whatever. That would probably be very helpful.”
[#29]

A representative of a majority-owned construction firm stated, “[MDT] should help small
contractors. They have not done that so far. Giving us some of the business would be great. I have
tried this before and they never pick me.” [#AV368].

To help small businesses gain the experience and capacity to work on larger projects, develop
relationships with local companies, and increase awareness of upcoming opportunities, many
businesses suggested MDT could consider facilitating additional networking and team building
events and more intentionally curate the events to the needs of the business community.

A representative of a majority-owned professional services firm stated, “The only thing I can think of
[that MDT could do to help] is [related to] the networking: who to network with and some different
opportunities ... So, probably helping network and, you know, ‘Here's a couple of different firms to
talk to.”” [#2]

The owner of a majority-owned construction company stated, “When we started, it was easier,
because everybody met in person to [get] quotes out. Now it's all over the internet, so you don't get
to meet many people. I think it was easier when you could meet these prime contractors and
introduce yourself and try to get to know them, you know what I mean? Not that they always used
you, but at least they might give you a chance if they were to meet you and if you could tell them,
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you really looked into this, and you knew... It's a little harder to do this day and age when
everything's electronic.” [#6]

Some interviewees discussed the challenges they face regarding Federal Acquisition Regulations
(FAR) and Safe Harbor regulations. Those and other mandated rates can be difficult for small
businesses with which to comply because of their impacts on profitability and overhead. MDT could
consider expanding its existing supports for small businesses regarding FAR and Safe Harbor
compliance, offering discounted software, more training on audits, and supporting small,
disadvantaged businesses through the process.

The woman owner of a DBE-certified professional services business stated, “There's one huge thing,
but I don't think anything can be done about it, and that is the FAR requirements. ... The Federal
Acquisition Regulations ... have some very onerous audit requirements and bookkeeping
requirements that are just, there's no way in the world that a two-person business would want to or
need to set all that up. And MDT's worked really well with us in the past, ... trying to help us work
around that requirement.” [#28]

A representative of a majority-owned professional services company stated, “[FAR and Safe Harbor]
is a difficulty too, and, again, we don't struggle with it, but we know a ton of our subs struggle with
it, [because] the audited overhead rate is prohibitive for a smaller firm. It's very expensive. MDT
does have some measures to help with that, but it has consistently been a struggle for our very, very
small subconsultants to deal with.” [#29]

A representative of a DBE- and MBE-certified professional services company stated, “[FAR and Safe
Harbor is] hard for small firms. I don't know what Montana does, but Washington has that Safe
Harbor, and I've helped firms. My boss, he's helped other minority businesses, and he's offered me to
help them understand how to do their audits, how to get in compliance. But if they can't afford
software that's fairly compliant-centric, then they're going to have a hard time. And they're going to
be stuck at a low overhead rate. They're going to be stuck at a $120 [rate] and after three years,
[the agency] wants you out of that $120 [rate], they want you to have a real overhead rate.” [#FG1]
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CHAPTER 5.
Data Collection and Analysis

Chapter 5 provides an overview of the contracts and procurements BBC Research & Consulting (BBC)
analyzed as part of the disparity study and the process we used to collect relevant contract,
procurement, and vendor data. Chapter 5 is organized into four parts:

A. Contract and procurement data;
B. Vendor data;

C. Relevant types of work; and

D

Agency review process.

A. Contract and Procurement Data

BBC examined contracts and procurements the Montana Department of Transportation (MDT) and
National Plan of Integrated Airport Systems (NPIAS) airports awarded between October 1, 2015 and
September 30, 2020 (the study period). We worked closely with MDT and airport staff to collect data
on the transportation-related construction and professional services prime contracts and
subcontracts they awarded during that time period.

1. MDT. BBC met with MDT to determine what types of data the agency maintained on
transportation-related contracts and procurements it awarded during the study period. The agency
provided us with data on relevant prime contracts and associated subcontracts from two systems:
AASHTOWare and CIS. For each project, BBC included all relevant prime contract and subcontract
data—including lower-tier subcontracts—from AASHTOWare. We then reviewed associated CIS data,
which included information about any project amendments and renewals, and integrated that
information into the AASHTOWare data as appropriate. Based on guidance from MDT, we determined
that many amendments associated with professional services projects were actually separate
contracting opportunities and treated them as such in our analyses.

2. NPIAS airports. NPIAS airports in Montana hire consultants to conduct engineering work and
manage associated construction projects, usually on a multi-year basis. BBC met with the consultants
to discuss available data on transportation-related projects they managed on behalf of NPIAS airports
during the study period. The consultants provided information on relevant prime contracts, but
because they do not maintain comprehensive information on all associated subcontracts, BBC
contacted prime contractors directly to request subcontract data. We attempted to collect
subcontract data associated with 154 prime contracts for which neither NPIAS airports nor their
consultants had comprehensive data. We worked with the consultants to obtain contact information
for relevant prime contractors and then emailed data request forms to each one and sent follow-up
requests to those that were nonresponsive.

3. Prime contract and subcontract amounts. For each contract element—that is, prime
contract or subcontract—included in our analyses, BBC examined the dollars MDT and NPIAS
airports awarded to each prime contractor and the dollars prime contractors committed to any
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subcontractors. If a contract or procurement did not include any subcontracts, we attributed the
entire amount to the prime contractor. If a contract or procurement included subcontracts, we
considered the prime contract amount as the total amount less the sum of dollars committed to all
subcontractors. In instances where there were lower-tier subcontractors, we considered lower-tier
subcontract amounts as the amounts committed to each lower-tier subcontractor. We then calculated
first-tier subcontract amounts as the total amount committed to each first-tier subcontractor less the
sum of dollars committed to all lower-tier subcontractors associated with that subcontract.

4. Contracts included in study analyses. Figure 5-1 presents the number of contract elements
(i.e., prime contracts and subcontracts) BBC included in our analyses by contracting area. In total, we
collected information on 5,371 contract elements MDT and NPIAS airports awarded during the study
period, which accounted for approximately $2 billion of contract and procurement dollars.

Figure 5-1. Dollars

MDT and NPIAS airport Contracting area Number (in thousands)

work included in the study

Source: Construction 3,982 $1,804,447

BBC from MDT and NPIAS airport data. Professional services 1,389 $196,640
Total 5,371 $2,001,088

B. Vendor Data

BBC also compiled the following information on businesses that participated in relevant MDT and
NPIAS airport work during the study period:

m  Business name;

m  Physical addresses and phone numbers;

m  Ownership status (i.e., whether each business was minority- or woman-owned);

m  Ethnicity of ownership (if minority-owned);

m  (Certification status (i.e., whether each business was certified as a Disadvantaged Business
Enterprise);

®  Primary lines of work; and

m  Business size.
BBC relied on a variety of sources for that information, including:

m  MDT and NPIAS airport data;
m  Certification lists;

m  United States Small Business Administration certification and ownership lists, including 8(a),
HUBZone, and self-certification lists;

®  Dun & Bradstreet (D&B) business listings and other business information sources;
m  Business surveys we conducted as part of the utilization and availability analyses; and

m  Business websites.
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C. Relevant Types of Work

For each contract element, BBC determined the subindustry that best characterized the vendors’
primary lines of work (e.g., heavy construction). We identified subindustries based on agency data,
business surveys we conducted, certification lists, D&B business listings, and other sources. Figure
5-2 presents the dollars we analyzed for each relevant subindustry.

Figure 5-2. - Total (in

MDT and NPII-.\S airport TG thousands)

dollars by subindustry

Note: Construction

Numbers rounded to nearest dollar Highway and street construction $841,726

and thus may not sum exactly to totals. Asphalt paving $264,187

Source: Bridge construction $183,988

BBC from MDT and NPIAS airport data. Excavation, site prep, grading, and drainage $149,557
Traffic control, signs, and guardrails $126,351
Electrical work $44,190
Building construction $35,633
Concrete work $30,792
Water, sewer, and utility lines $18,364
Fencing $18,277
Landscape services $13,378
Plumbing and HVAC $12,144
Trucking, hauling and storage $11,552
Electrical equipment and supplies $6,786
Concrete, asphalt, sand, and gravel products $6,368
Bank stabilization $500
Other construction materials $18,925
Other construction services $21,730

Total Construction $1,804,447
Professional Services
Engineering $151,460
Environmental services and transportation planning $20,567
Advertising, marketing and public relations $9,525
Testing and inspection $5,418
Surveying and mapmaking $4,844
Other professional services $4,826
Total Professional Services $196,640

GRAND TOTAL $2,001,088

BBC combined related types of work that accounted for relatively small percentages of total

» o«

contracting dollars into three “other” subindustries: “other construction services,” “other
construction materials,” and “other professional services.” For example, the contracting dollars MDT
and NPIAS airports awarded to contractors for “roofing” represented less than 1 percent of total
dollars we included in the study. So, we combined “roofing” with other types of construction services
that also accounted for small percentages of total dollars and that were dissimilar to other

subindustries into the “other construction services” subindustry.

There were also contracts and procurements we categorized in various subindustries we did not
include as part of our analyses, because they are not typically analyzed as part of disparity studies.
BBC did not analyze contracts and procurements that:
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m  Were part of subindustries not typically included in Federal Highway Administration- or Federal
Aviation Administration-related disparity studies and that accounted for relatively small
proportions of MDT and NPIAS airport work ($5 million).

m  Reflected national markets—that is, subindustries dominated by large national or international
businesses—or were part of subindustries for which MDT and NPIAS airports awarded most of
the contracting dollars to businesses located outside of the relevant geographic market area ($3
million);2

m  Were part of subindustries which often include property purchases, leases, or other pass-

through dollars ($153,000);3 or

m  MDT and NPIAS airports awarded to universities, government agencies, utility providers,
hospitals, or other nonprofit organizations ($91,000).

D. Agency Review Process

MDT and NPIAS airports reviewed the contract and vendor data several times during the study
process. We met with them to review the data collection process, information we gathered, and data
summaries. We incorporated their feedback into the final contract and vendor data we used for our
analyses.

1 Examples of such work include vehicle repair services and equipment maintenance.
2 Examples of such work include computer manufacturing and proprietary software.

3 Examples of such work include real estate services.
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CHAPTER 6.
Availability Analysis

BBC Research & Consulting (BBC) analyzed the availability of minority- and woman-owned
businesses ready, willing, and able to perform on the transportation-related construction and
professional services prime contracts and subcontracts the Montana Department of Transportation
(MDT) and National Plan of Integrated Airport Systems (NPIAS) airports award.! Chapter 6 describes
the availability analysis in five parts:

Purpose of the availability analysis;

Potentially available businesses;

Availability database;

Availability calculations; and

m U oW p

Availability results.
Appendix E provides supporting information related to the availability analysis.

A. Purpose of the Availability Analysis

BBC examined the availability of minority- and woman-owned businesses for MDT and NPIAS airport
prime contracts and subcontracts to:

m  Estimate the degree to which those business are ready, willing, and able to perform relevant
MDT and NPIAS airport work (i.e., availability); and

m  Use as benchmarks against which to compare the actual participation of those businesses in
relevant MDT and NPIAS airport work (i.e., disparities).

Estimating availability is useful to MDT in setting their overall goals for the participation of
Disadvantaged Business Enterprises (DBEs) in the United States Department of Transportation
(USDOT)-funded contracts and procurements they award, which is required of them as part of
implementing the Federal DBE Program. It is also useful to MDT and NPIAS airports in setting DBE
contract goals on individual USDOT-funded contracts and procurements if they decide that the use of
race- and gender-conscious measures is appropriate as part of their implementations of the Federal
DBE Program.

Finally, estimating the availability of minority- and woman-owned businesses for MDT and NPIAS
airport work is important so the agencies can compare the actual participation of those businesses in
their work against what one might expect the agencies to award to those businesses based on the
degree to which they are ready, willing, and able to perform relevant projects. Assessing disparities

1 “Woman-owned businesses” refers to white woman-owned businesses. Information and results for businesses owned by women of
color are included along with those of businesses owned by men of color according to their corresponding race/ethnic groups.
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between the participation and availability of minority- and woman-owned businesses allowed BBC to
determine whether certain business groups are underutilized relative to their availability for that
work, which is crucial to determining whether the use of race- and gender-conscious measures is
appropriate, and if so, ensuring their use meets the strict scrutiny standard of constitutional review
(for details, see Chapters 2 and 8).

B. Potentially Available Businesses

BBC'’s availability analysis focused on specific areas of work, or subindustries, related to the relevant
types of transportation-related construction and professional services contracts and procurements
MDT and NPIAS airports awarded during the study period—that is, October 1, 2015 through
September 30, 2020—which served as a proxy for the transportation-related work the agencies
might award in the future. We began the availability analysis by identifying the specific subindustries
in which MDT and NPIAS airports spend the majority of their transportation-related contracting
dollars (for details, see Chapter 5) as well as the geographic area in which most of the businesses to
which MDT and NPIAS airports award those contracting dollars are located (i.e., the relevant
geographic market area, or RGMA).2

BBC then conducted extensive surveys with hundreds of businesses to develop a representative and
unbiased availability database of potentially available businesses located in the RGMA that perform
work within relevant subindustries. The objective of the survey process was not to collect
information from each and every relevant business operating in the local marketplace. Instead, it was
to collect information from an unbiased subset of the relevant business population that appropriately
represents the entire relevant business population. That approach allowed us to estimate the
availability of minority- and woman-owned businesses for MDT and NPIAS airport work in an
accurate, statistically-valid manner.

1. Overview of availability surveys. BBC worked with Davis Research to conduct surveys with
business owners and managers to identify Montana businesses potentially available for MDT’s and
NPIAS airports’ transportation-related work. We began the survey process by compiling a phone
book of all types of businesses—regardless of the race/ethnicity or gender of business owners—that
perform work in relevant industries and have at least one location in the RGMA. We developed that
phone book based on information from Dun & Bradstreet (D&B) Marketplace. We compiled
information about all business establishments D&B lists under 8-digit work specialization codes
most related to the relevant contracts and procurements MDT and NPIAS airports awarded during
the study period. We obtained listings on 4,520 local businesses that perform work related to those
work specializations. We did not have working phone numbers for 896 of those businesses, but the
study team attempted availability surveys with the remaining 3,624 businesses.

2. Availability survey information. The study team conducted surveys with the owners or
managers of the businesses included in our phone book. Survey questions covered many topics about
each business, including:

2 BBC defined the RGMA for MDT’s and NPIAS airports’ transportation-related construction and professional services work as the
state of Montana. We made that determination based on the fact that MDT and NPIAS airports award the vast majority of their
contract and procurement dollars (91 percent) to businesses located within Montana.
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m  Status as a private sector business (as opposed to being a public agency or nonprofit
organization);

m  Status as a subsidiary or branch of another company;

m  Primary lines of work;

m  Interest in performing work for government organizations;

m  Interestin performing work as a prime contractor or subcontractor;

m  Largest prime contract or subcontract bid on or performed in the previous five years;
m  Geographical areas of service; and

m  Race/ethnicity and gender of ownership.

C. Availability Database

After conducting availability surveys, BBC developed an availability database that included
information about businesses potentially available for relevant MDT and NPIAS airport work. We
included businesses in the availability database if they reported possessing all of the following
characteristics:

= Being a private sector business;
m  Having alocation in the RGMA;

m  Having bid on or performed construction or professional services prime contracts or
subcontracts in the RGMA in the past five years;

m  Their primary lines of work being in subindustries directly relevant to MDT’s or NPIAS airports’
transportation-related work; and

= Being interested in working for government organizations.

Figure 6-1 presents the percentage of businesses in the availability database that were minority- or
woman-owned. The database included information on 460 businesses potentially available for
specific transportation-related construction and professional services contracts and procurements
MDT and NPIAS airports award. Of those businesses, 15.4 percent were minority- or woman-owned,
which merely reflects a simple count of businesses with no analysis of their availability for specific
MDT or NPIAS airport contracts or procurements. It represents only the first step in analyzing the
availability of minority- and woman-owned businesses for that work.

D. Availability Calculations

BBC used a custom census approach—which accounts for specific business characteristics such as
work type, business capacity, contractor role, interest in government work, and geographical areas of
service—to estimate the availability of minority- and woman-owned businesses for MDT and NPIAS
airport work. To conduct the analysis, we compared the characteristics of potentially available
businesses in the availability database to the characteristics of individual prime contracts and
subcontracts MDT and NPIAS airports awarded during the study period to develop dollar-weighted
estimates of the degree to which minority- and woman-owned businesses are ready, willing, and able
to perform relevant work.
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Figure 6-1. Business gr Representation
Percentage of businesses in the HSINEss BOtP °

av.alla!:)lllty database that were All minority- and woman-owned 15.4 %
minority- or woman-owned .
White woman-owned 102 %
Note: Minority-owned 52 %
Numbers rounded to nearest tenth of 1 percent Asian Pacific American-owned 0.4 %
and thus may not sum exactly to totals.
Black American-owned 09 %
Source: . X X
o . Hispanic American-owned 09 %
BBC availability analysis.
Native American-owned 3.0 %
Subcontinent Asian American-owned 0.0 %

Only a portion of the businesses in the availability database was considered potentially available for
any given MDT or NPIAS airport prime contract or subcontract. We first identified the characteristics
of each specific prime contract or subcontract (referred to generally as a contract element), including
type of work, contract size, contract role, and location of work and then took the following steps to
estimate availability for each contract element:

1. BBCidentified businesses in the availability database that reported they:

» Are interested in performing construction or professional services work in that particular
role for government organizations and perform the specific type of work involved in the
project;

» Can perform work or serve customers in the geographical location where the work took
place; and

» Have bid on or performed work of that size or larger.

2. We then counted the number of minority-owned businesses (by the race/ethnicity of the
owners), woman-owned businesses, and businesses owned by white men in the availability
database that met the criteria specified in Step 1.

3. We then translated the counts of businesses in step 2 into percentages.

Figure 6-2 provides an example of how BBC calculated availability for a specific subcontract
associated with a construction prime contract MDT awarded during the study period.

BBC repeated the above steps for each contract element included in the disparity study and then
multiplied the percentages of businesses for each contract element by the dollars associated with it,
added results across all contract elements, and divided by the total dollars for all contract elements.
The result was dollar-weighted estimates of the percentage of relevant contracting and procurement
dollars one would expect MDT and NPIAS airports to award to minority- and woman-owned
businesses based on their availability for specific types and sizes of that work. We estimated
availability for minority- and woman-owned businesses considered together and separately for each
relevant racial/ethnic and gender group. We also estimated availability separately for various
subsets of contracts and procurements MDT and NPIAS airports awarded during the study period.

BBC'’s availability calculations are based on transportation-related prime contracts and subcontracts
MDT and NPIAS airports awarded between October 1, 2015 and September 30, 2020. A key
assumption of the availability analysis is that the transportation-related contracts and procurements
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the agencies awarded during the study period
are representative of the transportation-related
work they will award in the future. If the types
and sizes of the work they award in the future
differs substantially from the work they
awarded in the past, then they should consider
adjusting availability estimates accordingly.

E. Availability Results

BBC estimated the availability of minority- and
woman-owned businesses for transportation-
related construction and professional services
work MDT and NPIAS airports award. We
present availability estimates for that work
overall as well as for different subsets of
contracts and procurements MDT awards.

1. Overall. Figure 6-3 presents estimates of the

availability of minority- and woman-owned
businesses for MDT’s and NPIAS airports’

Figure 6-2.
Example of an availability
calculation for an MDT subcontract

On a contract MDT awarded during the study period, the
prime contractor awarded a subcontract worth $7,210
for engineering services in District 5. To determine the
availability of minority- and woman-owned businesses
for the subcontract, BBC identified businesses in the
availability database that reported they:

a. Perform engineering services;

b. Have bid on work of similar or greater size;

c. Can serve customers in District 5; and

d. Have interest in working as a subcontractor on

government work.

BBC identified 67 businesses in the availability database
that met those criteria. Of those businesses, eight were
minority- or woman-owned. Thus, the availability of
minority- and woman-owned businesses for the
subcontract was 11.9 percent (i.e., 8/67 X 100 = 11.9).

transportation-related work. Overall, the availability of minority- and woman-owned businesses is
7.9 percent for MDT work and 10.5 percent for NPIAS airport work. That is, one might expect MDT
and NPIAS airports to award 7.9 percent and 10.5 percent, respectively, of transportation-related
contracting and procurement dollars to minority- and woman-owned businesses. White woman-
owned businesses (MDT = 3.9%; Airports = 5.7%), Native American-owned business (MDT = 1.9%;
Airports = 2.3%), and Asian Pacific American-owned businesses (MDT = 1.5%; Airports = 1.6
exhibited the greatest levels of availability for MDT and NPIAS airports work.

Figure 6-3.
Availability estimates for
MDT and NPIAS airport work

MDT
Note: All minority- and woman-owned 79 %
Numbers rounded to nearest tenth of 1 percent White woman-owned 39 %
and thus may not sum exactly to totals. . .
, . Minority-owned 4.1 %
For more detail and results by group, see Figures
F-2 and F-11 in Appendix F. Asian Pacific American-owned 1.5%
o - 0,
Source: Black American-owned 0.4 %
BBC availability analysis. Hispanic American-owned 0.2 %
Native American-owned 19 %
Subcontinent Asian American-owned 0.0 %

Organization and business group

NPIAS airports

All minority- and woman-owned 10.5 %
White woman-owned 57 %
Minority-owned 4.8 %

Asian Pacific American-owned 1.6 %
Black American-owned 0.6 %
Hispanic American-owned 03 %
Native American-owned 23 %
Subcontinent Asian American-owned 0.0 %

Availability
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2. Contract role. Many minority- and woman-owned businesses are small businesses and thus
often work as subcontractors. Because of that tendency, it is useful to examine availability estimates
separately for MDT prime contracts and subcontracts. As shown in Figure 6-4, the availability of
minority- and woman-owned businesses considered together was less for prime contracts (4.9%)
than for subcontracts (13.8%). That result could be due to the fact that subcontracts tend to be much
smaller in size than prime contracts and are often more accessible to minority- and woman-owned
businesses.

Figure 6-4.
Availability estimates for
MDT prime contracts and

Role

Prime contracts Subcontracts

Business group

subcontracts o

All minority- and woman-owned 49 % 13.8 %
Note: White woman-owned 29 % 57 %
Numbers rounded to nearest tenth of 1 Minority-owned 20% 81 %
percent and thus may not sum exactly
to totals. Asian Pacific American-owned 1.1 % 24 %
For more detail, see Figures F-7 and F-8 in Black American-owned 0.4 % 03 %
Appendix F. Hispanic American-owned 0.1% 0.5 %
Source: Native American-owned 0.4 % 49 %
BBC availability analysis. Subcontinent Asian American-owned 0.0 % 0.0 %

3. Contract size. BBC also examined whether the size of prime contracts affected the availability of
minority- and woman-owned businesses for relevant MDT work. We categorized relevant prime
contracts the agency awarded during the study period as large prime contracts—construction prime
contracts worth $1 million or more and professional services prime contracts worth $100,000 or
more or small prime contracts—construction and professional services prime contracts worth less
than $1 million and $100,000, respectively. As shown in Figure 6-5, the availability of minority- and
woman-owned businesses was substantially less for large prime contracts (3.2%) than for small
prime contracts (21.1%).

Figure 6-5.
Availability estimates for
MDT large and small prime

Prime contract size

Business group Large Small

contracts All minority- and woman-owned 32 % 211 %
Note: White woman-owned 2.0 % 113 %
Numbers rounded to nearest tenth of 1 Minority-owned 12 % 9.8 %
percent and thus may not sum exactly to

totals. Asian Pacific American-owned 0.5 % 7.1 %
For more detail, see Figures F-9 and F-10 in Black American-owned 0.4 % 0.7 %
Appendix F. Hispanic American-owned 0.1 % 03 %
Source: Native American-owned 0.3 % 1.6 %
BBC availability analysis. Subcontinent Asian American-owned 0.0 % 0.0 %

4. Industry. BBC also examined availability analysis results separately for MDT’s transportation-
related construction and professional services work to assess whether the availability of minority-
and woman-owned businesses differed by industry. As shown in Figure 6-6, the availability of
minority- and woman-owned businesses considered together was greater for professional services
work (10.4%) than for construction work (7.7%).
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Figure 6-6.

Availability estimates for
MDT construction and
professional services work

Note:

Numbers rounded to nearest tenth of
1 percent and thus may not sum
exactly to totals.

For more detail, see Figures F-5 and F-6
in Appendix F.
Source:

BBC availability analysis.

BBCs
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Business group

All minority- and woman-owned

White woman-owned

Minority-owned
Asian Pacific American-owned
Black American-owned
Hispanic American-owned
Native American-owned
Subcontinent Asian American-owned

Construction

7.7 %
36 %
4.1 %
1.7 %
0.0 %
0.2 %
21 %
0.0 %

Industry
Professional
services

10.4 %
6.4 %
4.0 %
0.1%
38 %
0.0 %
0.1%
0.0 %
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CHAPTER 7.
Utilization Analysis

Chapter 7 presents information about the participation of minority- and woman-owned businesses in
transportation-related construction and professional services prime contracts and subcontracts the
Montana Department of Transportation (MDT) and National Plan of Integrated Airport Systems
(NPIAS) airports awarded between October 1, 2015 through September 30, 2020 (i.e., the study
period).! BBC Research & Consulting (BBC) calculated the participation of minority- and woman-
owned businesses in relevant MDT and NPIAS airports contracting and procurement in terms of
utilization—the percentage of prime contract and subcontract dollars they awarded to those
businesses during the study period. BBC measured the participation of minority- and woman-owned
businesses in MDT and NPIAS airport work regardless of whether they were certified as
disadvantaged business enterprises (DBEs).

A. All Contracts and Procurements

BBC first examined the participation of minority- and woman-owned businesses in all transportation-
related construction and professional services prime contracts and subcontracts MDT and NPIAS
airports awarded during the study period. As shown in Figure 7-1, MDT and NPIAS airports awarded
11.8 percent and 7.2 percent, respectively, of their transportation-related contract and procurement
dollars to minority- and woman-owned businesses during the study period. The business groups that
exhibited the greatest levels of participation in MDT work were white woman-owned businesses
(11.0%) and Asian Pacific American-owned businesses (0.4%). The groups that exhibited the greatest
levels of participation in NPIAS airport work were white woman-owned businesses (4.2%), Native
American-owned businesses (2.2%), and Asian Pacific American-owned businesses (0.6%).

B. Contract role

Many minority- and woman-owned businesses are small businesses and thus often work as
subcontractors, so it is useful to examine utilization analysis results separately for transportation-
related prime contracts and subcontracts MDT awarded during the study period. As shown in Figure
7-2, the participation of minority- and woman-businesses was substantially greater in subcontracts
(21.0%) than in prime contract dollars (7.0%). That result could be due to the fact that subcontracts
tend to be much smaller in size than prime contracts and are often more accessible to minority- and
woman-owned businesses.

1 “Woman-owned businesses” refers to white woman-owned businesses. Information and results for businesses owned by women of
color are included along with those of businesses owned by men of color according to their corresponding race/ethnic groups.
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Figure 7-1.
Utilization results for MDT
and NPIAS airport work

Note:

Numbers rounded to nearest tenth of 1
percent and thus may not sum exactly
to totals.

For more detail, see Figures F-2 and
F-11 in Appendix F.
Source:

BBC utilization analysis.

Figure 7-2.

Utilization analysis results
for MDT prime contracts
and subcontracts

Note:

Numbers rounded to nearest tenth of 1
percent and thus may not sum exactly
to totals.

For more detail, see Figures F-7 and F-8 in
Appendix F.
Source:

BBC utilization analysis.

C. Prime Contract Size

Organization and business group Participation
MDT
All minority- and woman-owned 11.8 %
White woman-owned 11.0 %
Minority-owned 0.8 %
Asian Pacific American-owned 0.4 %
Black American-owned 0.0 %
Hispanic American-owned 0.1%
Native American-owned 0.2 %
Subcontinent Asian American-owned 0.1 %
NPIAS airports
All minority- and woman-owned 72 %
White woman-owned 42 %
Minority-owned 3.0%
Asian Pacific American-owned 0.6 %
Black American-owned 0.0 %
Hispanic American-owned 0.2 %
Native American-owned 22 %
Subcontinent Asian American-owned 0.0 %

Role
Prime

Business group contracts Subcontracts
All minority- and woman-owned 7.0 % 21.0 %
White woman-owned 6.6 % 19.4 %
Minority-owned 0.4 % 1.6 %
Asian Pacific American-owned 0.2 % 0.8 %
Black American-owned 0.0 % 0.0 %
Hispanic American-owned 0.0 % 0.2 %
Native American-owned 0.1 % 0.5 %
Subcontinent Asian American-owned 0.2 % 0.0 %

BBC also examined whether contract size affected the participation of minority- and woman-owned
businesses in relevant MDT prime contracts. We categorized prime contracts the agency awarded
during the study period as large prime contracts—construction contracts worth more than $1 million
and professional services contracts worth more than $100,000—or small prime contracts—
construction contracts worth $1 million or less and professional services contracts worth $100,000
or less. As shown in Figure 7-3, the participation of minority- and woman-owned businesses was
substantially less in large prime contracts (5.8%) than in small prime contracts (18.9%).
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Figure 7-3.
Utilization analysis results

Prime contract size

for MDT large and small Business group Large Small
prime contracts o

All minority- and woman-owned 5.8 % 189 %
Note: White woman-owned 5.6 % 16.2 %
Numbers rounded to nearest tenth of Minority-owned 02 % 26 %
1 percent and thus may not sum
exactly to totals. Asian Pacific American-owned 0.0 % 1.6 %
For more detail, see Figures F-9 and F-10 Black American-owned 0.0 % 0.0 %
in Appendix F. Hispanic American-owned 0.0 % 0.1%
Source: Native American-owned 0.0 % 09 %
BBC utilization analysis. Subcontinent Asian American-owned 0.2 % 0.0 %

D. Industry

BBC also examined utilization analysis results separately for MDT’s transportation-related
construction and professional services work to assess whether the participation of minority- and
woman-owned businesses in agency work differed by industry. As shown in Figure 7-4, the
participation of minority- and woman-owned businesses was greater in construction work (12.2%)
than in professional services work (7.3%).

Figure 7-4.

AT . Industry
Utilization analysis results P ———
for MDT construction and Busi Construct >t
professional services work usiness group onstruction services
Note: All minority- and woman-owned 122 % 73 %
Numbers rounded to nearest tenth of White woman-owned 11.4 % 6.0 %

1 percent and thus may not sum .

exactly to totals. Minority-owned 0.8 % 13 %

For more detail, see Figures F-5 and F-6 Asian Pacific American-owned 0.4 % 0.1 %

in Appendix F. Black American-owned 0.0 % 0.0 %

Source: Hispanic American-owned 0.1% 0.0 %

BBC utilization analysis. Native American-owned 03% 0.0%
Subcontinent Asian American-owned 0.0 % 12 %
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CHAPTER 8.
Disparity Analysis

As part of the disparity analysis, BBC Research & Consulting (BBC) compared the percentage of
transportation-related contract and procurement dollars the Montana Department of Transportation
(MDT) and National Plan of Integrated Airport Systems (NPIAS) airports award to minority- and
woman-owned businesses (i.e., utilization or participation) with the percentage of relevant contract
and procurement dollars one might expect them to award to those businesses based on their
availability for that work (for details on the availability and utilization analyses, see Chapters 6 and 7,
respectively).! The analysis focused on transportation-related construction and professional services
work MDT and NPIAS airports awarded between October 1, 2015 and September 30, 2020

(i.e., the study period). Chapter 8 presents the disparity analysis in three parts:

A. Overview;

B. Disparity analysis results; and

C. Statistical significance.

A. Overview

BBC expressed both the utilization and availability of minority- and woman-owned businesses for
MDT and NPIAS airport work as percentages of the total dollars associated with particular sets of
contracts or procurements and then calculated a disparity index to help compare actual participation
and estimated availability, using the following formula:

% participation <100

% availability

A disparity index of 100 indicates parity between actual participation and availability. That is, the
participation of a particular business group is in line with its availability. A disparity index of less
than 100 indicates a disparity between participation and availability. That is, the group is considered
to have been underutilized relative to its availability. Finally, a disparity index of less than 80
indicates a substantial disparity between participation and availability. That is, the group is
considered to have been substantially underutilized relative to its availability. Many courts have
considered substantial disparities as inferences of discrimination against particular business groups,
and they often serve as justification for organizations to use relatively aggressive measures—such as
race- and gender-conscious measures—to address corresponding barriers.?

1 “Woman-owned businesses” refers to white woman-owned businesses. Information and results for businesses owned by women of
color are included along with those of businesses owned by men of color according to their corresponding race/ethnic groups.

2 For example, see Rothe Development Corp v. U.S. Dept of Defense, 545 F.3d 1023, 1041; Engineering Contractors Association of South
Florida, Inc. v. Metropolitan Dade County, 122 F.3d at 914, 923 (11th Circuit 1997); and Concrete Works of Colo., Inc. v. City and County
of Denver, 36 F.3d 1513, 1524 (10th Cir. 1994).
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B. Disparity Analysis Results

BBC measured disparities between the participation and availability of minority- and woman-owned
businesses for transportation-related work MDT and NPIAS airports awarded during the study
period overall and separately for various sets of MDT contracts and procurements.

1. Overall. Figure 8-1 presents disparity indices for all transportation-related prime contracts and
subcontracts MDT and NPIAS airports awarded during the study period. There is a line at the
disparity index level of 100 to indicate parity and a line at the disparity index level of 80 to indicate a
substantial disparity. As shown in Figure 8-1, minority- and woman-owned businesses considered
together did not exhibit a disparity for relevant work MDT awarded during the study period
(disparity index of 149). However, they exhibited a substantial disparity for relevant work NPIAS
airports awarded during the study period (disparity index of 69). Disparity indices for individual
business groups differed across agency:

m  Asian Pacific American- (disparity index of 25), Black American- (disparity index of 0), Hispanic
American- (disparity index of 41), and Native American-owned businesses (disparity index of
12) exhibited substantial disparities for MDT work.

m  Asian Pacific American- (disparity index of 17), Black American- (disparity index of 6), and
Hispanic American-owned businesses (disparity index of 76) exhibited substantial disparities
for NPIAS airport work.

Figure 8-1. W o Airports
Disparity analysis results
for MDT and NPIAS
airport work

All minority- and
wioman-owned

Note:

For more detail, see Figures F-2 and wWhite woman

F-11 in Appendix F. awned

Source:

BBC disparity analysis. .
Minority-owned

Asian Pacific
American-owned

Black Amerlcan-
owned

Hispanic American
owned

Mative American
owned

Subcontinent Asian
American-owned : 200+

F T T T T T T T T T

(4] 20 40 60 B0 100 120 140 160 18D 200
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2. Contract role. Many minority- and woman-owned businesses are small businesses and thus
often work as subcontractors, so it is useful to examine disparity analysis results separately for

transportation-related prime contracts and subcontracts MDT awarded during the study period. As

shown in Figure 8-2, minority- and woman-owned businesses considered together exhibited
disparity indices greater than parity on both prime contracts (disparity index of 144) and
subcontracts (disparity index of 152) MDT awarded during the study period. However, most

individual business groups showed substantial disparities for both prime contracts and subcontracts:

m  Asian Pacific American- (disparity index of 14), Black American- (disparity index of 0),

Hispanic American- (disparity index of 15), and Native American-owned businesses (disparity

index of 23) exhibited substantial disparities for prime contracts.

m  Asian Pacific American- (disparity index of 10), Black American- (disparity index of 0),
Hispanic American-owned businesses (disparity index of 32), and Native American-owned
businesses (disparity index of 10) also exhibited substantial disparities for subcontracts.

Figure 8-2.

Disparity analysis

results for MDT prime
contracts and subcontracts

Note:

Numbers rounded to nearest tenth of 1
percent and thus may not sum exactly
to totals.

For more detail, see Figures F-7 and F-8 in
Appendix F.

All minority- and
woman-oawned

White woman
owned

Mirority-oamned

B Frime contracts subcontracts

144
152

.

12

Asian Pacific - 14

American-ownerd 10

Source:

BBC disparity analysis.

Black American- | O
owned | O

Hispanic Ametican - 13
owinied 37

Native American - 23

owned 10

Subcontinent Asian
American-owned % 100

~

T T T

20 40 &0 8D

100 120

T T T

140 160 180 200

=

3. Contract size. BBC also examined disparity analysis results for prime contracts MDT awarded
during the study period separately for large prime contracts—which we defined as construction and
professional services prime contracts worth $1 million or more and $100,000 or more, respectively—
and small prime contracts—which we defined as construction and professional services prime
contracts worth less than $1 million or $100,000, respectively. As shown in Figure 8-3, minority- and
woman-owned businesses considered together did not exhibit a disparity for large prime contracts
(disparity index of 181). In contrast, they did exhibit a disparity for small prime contracts, but it did
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not reach the threshold to be considered substantial (disparity index of 89). However, several
individual business groups showed substantial disparities for both large and small prime contracts:

®  Asian Pacific American- (disparity index of 3), Black American- (disparity index of 0), Hispanic
American- (disparity index of 0), and Native American-owned businesses (disparity index of 0)
exhibited substantial disparities for large prime contracts.

m  Asian Pacific American- (disparity index of 22), Black American- (disparity index of 0), Hispanic
American- (disparity index of 37), and Native American-owned businesses (disparity index of
59) also exhibited substantial disparities for small prime contracts.

Figure 8-3. B Large prime Small prime
Disparity analysis results
for MDT large and small

All minority- and

prime contracts worman-owned
Note:
Numbers rounded to nearest tenth of 1 White woman

percent and thus may not sum exactly

owned
to totals.

For more detail, see Figures F-9 and

F-10in Appendix F. Minority-owned

Source:

BBC disparity analysis.
Asian Pacific 3
American-owned 22

Black American- | O
owned

Hispanic American- | 0
owned k)

Native American- | D
owned 54

Subcontinent Asian
American-owned i 100

T T T T T T

0 20 40 &0 8O 100 120 140 160 180 200

4. Industry. BBC also examined disparity analysis results separately for MDT’s transportation-
related construction and professional services contracts and procurements to determine whether
disparities between participation and availability differ by industry. As shown in Figure 8-4,
minority- and woman-owned businesses considered did not exhibit a disparity for construction work
(disparity index of 159) but exhibited a substantial disparity for professional services work (disparity
index of 70). Most individual business groups showed substantial disparities for both construction
and professional services work:

m  Asian Pacific American- (disparity index of 24), Black American- (disparity index of 0), Hispanic
American- (disparity index of 42), and Native American-owned businesses (disparity index of
12) exhibited substantial disparities for construction work.
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m  Black American- (disparity index of 0), Hispanic American- (disparity index of 0), and Native
American-owned businesses (disparity index of 7) exhibited substantial disparities for
professional services work.

Figure 8-4. B construction Professional services
Disparity analysis results

for MDT construction and — .
. . All minority- and 1549
professional services work

woman-owned

Note:

Numbers rounded to nearest tenth of 1

Whilte worman-
percent and thus may not sum exactly o
to totals. owned i 94

=
I-:.

For more detail and results by group, see

Figures F-5 and F-6 in Appendix F. - 19
Minority-owned
Source: 32

BBC disparity analysis.
Asian Pacific - 24

American-owned 101

Black American- | ©

owned | 0
tispanic American- NN 2
owned | o

Wative American . 12
owned 7

Subeontinent Asian 100
American-owned 200+

T T T T T T T T
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C. Statistical Significance

Statistical significance tests allow researchers to test the degree to which they can reject random
chance as an explanation for any observed quantitative differences. In other words, a statistically
significant difference is one that can be considered statistically reliable or real. BBC used a Monte
Carlo analysis, which relies on repeated, random simulations of results, to examine the statistical
significance of key disparity analysis results.

1. Overview of Monte Carlo. BBC used a Monte Carlo approach to randomly select businesses to
win each individual contract element included in the disparity study. For each contract element, the
availability analysis provided information on individual businesses potentially available to perform
that contract element based on type of work, contractor role, contract size, and other factors. Then,
the Monte Carlo simulation randomly chose a business from the pool of available businesses to win
the contract element, so the odds of a business from a particular business group winning the contract
element were equal to the number of businesses from that group available for the contract element
divided by the total number of businesses available for it.

BBC conducted a Monte Carlo analysis for all contract elements in a particular contract set. The
output of a single simulation for all the contract elements in the set represented the simulated
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participation of minority- and woman-owned businesses for the contract set. The entire Monte Carlo
simulation was then repeated 1 million times for each contract set. The combined output from all

1 million simulations represented a probability distribution of the overall participation of minority-
and woman-owned businesses if contracts and procurements in the set were awarded randomly
based only on the availability of relevant businesses working in the marketplace.

The output of Monte Carlo simulations represents the number of simulations out of 1 million that
produced participation equal to or below the actual observed participation for each relevant business
group for each applicable contract set. If that number was less than or equal to 25,000 (i.e., 2.5% of
the total number of simulations), then BBC considered the corresponding disparity index to be
statistically significant at the 95 percent confidence level, using two-tailed tests. If that number was
less than or equal to 50,000 (i.e., 5.0% of the total number of simulations), then we considered the
disparity index to be statistically significant at the 90 percent confidence level, using two-tailed tests.

2. Results. BBC ran Monte Carlo simulations on all relevant MDT contracts and procurements
considered together to assess whether the substantial disparities we observed for specific business
groups—Asian Pacific American-, Black American-, Hispanic American-, and Native American-owned
businesses—were statistically significant. As shown in Figure 8-5, results from the Monte Carlo
analysis indicated that the substantial disparities BBC observed for Asian Pacific American-, Black
American-, and Native American-owned businesses were statistically significant at the 95 percent
confidence level, using two tailed tests.

Figure 8-5.
Monte Carlo simulation results

Number of simulation runs out  Probability of observed
Disparity of one million that replicated disparity occurring due

Business Group index observed utilization to "chance"
Minority-owned and woman-owned 149 N/A N/A %
Non-Hispanic white woman-owned 200+ N/A N/A %
Minority-owned 20 0 <0.1 %
Asian Pacific American-owned 25 0 <0.1 %
Black American-owned 0 0 <0.1 %
Hispanic American-owned 41 75,936 7.6 %
Native American-owned 12 0 <0.1 %
Subcontinent Asian American-owned 200+ N/A N/A %

Source: BBC disparity analysis.
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CHAPTER 9.
Program Measures

As part of implementing the Federal Disadvantaged Business Enterprise (DBE) Program, the Montana
Department of Transportation (MDT) uses race- and gender-neutral measures to encourage the
participation of small businesses—including many minority- and woman-owned businesses—in its
transportation-related contracting and procurement.! Race- and gender-neutral measures are
measures designed to encourage the participation of all businesses—or, all small businesses—in an
organization’s work, regardless of the race/ethnicity or gender of the business owners. In contrast,
race- and gender-conscious measures are measures designed to specifically encourage the
participation of minority- and woman-owned businesses in an organization’s contracting (e.g., using
DBE goals on individual contracts). MDT does not use any race- or gender-conscious measures as part
of its implementation of the Federal DBE Program.

To meet the narrow tailoring requirement of the strict scrutiny standard of constitutional review,
agencies that implement the Federal DBE Program must meet the maximum feasible portion of their
overall DBE goals through the use of race- and gender-neutral measures.? If they cannot meet their
overall DBE goals through the use of race- and gender-neutral measures alone, then they must
consider also using race- and gender-conscious measures. When submitting documentation related
to their overall DBE goals to the United States Department of Transportation (USDOT), agencies must
project the portion of their goals they expect to meet through race- and gender-neutral measures and
what portion they expect to meet through race- and gender-conscious measures.

BBC Research & Consulting (BBC) reviewed measures MDT currently uses to encourage the
participation of minority-