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Executive Summary

INTRODUCTION

The seminal United States Supreme Court case, City of Richmond v. J.A. Croson
caused state and municipal governments to carefully consider the justification
for and design of race conscious programs. In Croson, the Court established a
two-pronged test to determine the constitutionality of a race conscious program:
(1) whether there is a compelling governmental interest justifying the use of
race-conscious measures; and, (2) if so, are those race conscious measures
narrowly tailored to remedy identified discrimination.

In accordance with the Croson ruling, D.J. Miller & Associates, Inc. (DJMA) was
commissioned by the City of Evanston to conduct a study of the utilization of
minority and women business enterprises (MWBEs) and to identify specific
instances of discrimination, if any, in the City’s purchasing process. DJMA was
also to analyze participation in Evanston’s Local Business Program. In
conducting this study, DIMA collected and analyzed data regarding the nature
and extent of discrimination against MWBEs, and the utilization of MWBEs and
Evanston Based Businesses (EBE) in the City’ s relevant market area.

DIMA spent 12 months researching the history of MWBE business development
in Evanston, the economic factors that impact MWBE business creation and
growth, and the experiences of businesses attempting to do business with the City
of Evanston and operating in the Evanston business market. DJMA also
developed specific information pertaining to the procurement of MWBEs and
local Evanston businesses and the operation of the City’'s MWBE and EBE
programs by reviewing City of Evanston contract data and analyzing the
procurement system.

Our findings are presented in eight chapters: Chapter I—Legal Issues Arising
From Race Conscious and Race Neutral Programs; Chapter II-—Historical
Review; Chapter III—Economic Market Analysis; Chapter IV—The Impact of
Procurement Policies and Practices on MWBEs and EBEs; Chapter V—Summary
of Qualitative Evidence of Marketplace Discrimination; Chapter VI—Statistical
Analysis of the Availability and Utilization of MWBEs and EBEs; Chapter VII-
Alternatives to Race and Gender Conscious Programs; and Chapter VIII—
Conclusions and Recommendations. The following is a synopsis of the chapters
contained in this report.

Chapter I—Legal Issues Arising From Race Conscious and Race Neutral
Programs—is an analysis of the relevant constitutional case law that enumerates
the standard by which MWBE and locally-based business programs must be
designed to withstand constitutional scrutiny by the courts. In considering these
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programs, the courts apply different standards of scrutiny depending on the
factors considered when enacting legislation or initiating its action. The courts
utilize the strict scrutiny test to review race conscious programs. Strict scrutiny is
the most rigorous standard applied by the courts. If the court is assessing the
permissibility of a WBE program or gender conscious government action, the
courts apply the “intermediate scrutiny” test. This test requires the government
to show that there is an important governmental interest and the action taken is
substantially related to the interest.

In reviewing the constitutionality of a race and gender neutral program that
seeks to give a preference to, or set-aside work for, businesses that are located
within a municipality’s jurisdiction, the courts apply a “rational relations” test.
This test allows the courts to be extremely deferential to the local governments,
‘requiring only that the government action not be arbitrary and capricious.
However, local business programs that interfere with interstate commerce or
deny citizens of one state the same rights and privileges afforded citizens in the
jurisdiction of the state or municipality imposing the program are subject to the
Commerce Clause and the Privileges and Immunities Clause of the U.5.
Constitution. The courts have developed complicated legal analyses to test the
permissibility of actions that interfere with these original Constitutional canons.
Through a detailed review and analysis of these legal principles as they relate to
implementation of MWBE and local business programs by municipalities, DJMA
has provided the legal research from which the City may determine the
permissibility of its own Local Business Program.

Chapter II—Historical Review—documents historical developments and
accounts of discrimination impacting minority and women business
development in the City of Evanston. DJMA’s research of the history of this
community revealed a perception held by many residents and non residents that
Evanston is a racially progressive town. Historically, however, there exists a
pattern of recognized tension between racial groups in Evanston. This is
evidenced in part by out-of-court settlements made by the City of Evanston
dealing with actual cases of discrimination. Although many African Americans
report incidents of discrimination, Evanston’s White residents describe a more
pessimistic picture of race relations than do African Americans. Many
minorities are subjected to other subtle barriers of discrimination. This chapter
delves into various incidents and occurrences in Evanston history that have had
a discriminatorv impact on minorities and women.

Chapter III—Economic Market Analysis— examines select factors affecting the
growth and development of MWBEs in the historical context elaborated in
Chapter II. A study of market factors indicates that minorities are at an economic
disadvantage compared to Whites. African Americans and Hispanics experience
the greatest inequalities.
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The chapter examines the numbers and types of minority and women owned
businesses in the Chicago Primary Metropolitan Statistical Area (PMSA) and
shows that availability of firms owned by African Americans, Hispanics, and
women is generally lower than representation of these groups within the
population. This finding is consistent with findings of limited access of
minorities and women to financial capital and constraints on human capital
improvement. For each industry group examined, African American owned,
Hispanic owned and woman owned firm availability was lower than the
representation of the respective groups within the population.

Several factors contribute to the relatively low availability of minority owned
businesses in. the Chicago PMSA. Discrimination in the workforce has
contributed to inequalities in income levels, differences in employment patterns
across industries, and differences in occupational attainment. Public education
and access to job training by minorities and women has been limited by
pervasive race and gender bias in the Chicago region. Entrepreneurial activity is
positively related to relevant occupational and industrial experience. Yet,
minorities and women, in the construction industry in particular, face major
obstacles gaining equitable access to training and apprenticeship opportunities.

The chapter also compares the availability of minority and women owned
businesses in the Chicago PMSA to their utilization in the overall marketplace.
These comparisons ratios are presented in four categories: the market as a
whole, construction, professional services, and wholesale trade. DJMA found
market disparities for minorities in all categories, and for women in all
categories except construction.

Chapter IV —Procurement Policies And Practices And Their Impact On MWBE
and EBE Participation—discusses the procurement policies and practices of the
City and their impact on the utilization and potential growth of MWBEs and
EBEs. DIMA found a largely decentralized procurement system, characterized by
instances of inconsistent procurement actions in user departments. Records
management also was problematic as evidenced by missing contract files, and
irreconcilable project and contract files, and filing members. DJMA also found
the Minority Coordinator was unable to effectively track utilization of
M/W/EBEs. Further, monitoring contractor compliance with agreed upon
M/W/EBE goals could not be easily performed and was rarely conducted. The
Minority Coordinator is not included in many of the initial or ongoing
discussions with City staff regarding procurement needs or bids unless the
project funding source requires some level of MWBE participation.
Furthermore, neither the Minority Coordinator nor Purchasing implemented
significant outreach efforts to inform M/W/EBE subcontractors and prime
contractors of opportunities with the City.
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The City does not have a comprehensive directory listing available M/W/EBE
vendors. Many City staff members indicated a preference for contracting with
those firms with which they have developed relationships, or that have
performed work for the City in the past. Thus, many MWBEs and some EBEs
that have not had previous opportunities to do business with the City are
effectively excluded from procurement opportunities. Additionally, the City has
not completed comprehensive listings of M/W/EBEs nor achieved adequate
dissemination of the incomplete directory. Many City procurement staff
members and prime contractors are not aware of the availability of M/ W /EBEs,
thus depriving these firms of bid notifications and opportunities.

There are essentially three good faith effort procurement programs designed to
increase utilization of MWBEs and local businesses. First is the construction
program for projects valued at $50,000 or more, that require prime contractors to
subcontract at least 15 to 25 percent of contract dollars to M/W/EBEs. There is
also the EBE program for goods, supplies, and construction projects. It is
designed to award a local business a contract if the local contractor’s bid is within
the lesser of $1,000 or three percent of the lowest bid. Finally, the professional
and personal service preference program provides five points additional credit
for a professional/personal service consultant, if the firm is or utilizes an
MWRBE, and five points if a firm is a local business or utilizes a local business.

One drawback to these programs is that they provide an opportunity for prime
contractors to circumvent the use of MWBEs while meeting the requirements of
all three programs. Preference points are awarded in the professional and
personal service program regardless of the level of involvement or amount of
dollars allocated to the MWBE subcontractor. Although the EBE program was
designed to create an incentive for businesses to open in Evanston and
contribute to the development of local business, the $1,000 bid preference is very
small and becomes trivial on large projects. Thus, the incentive for EBEs
essentially disappears and becomes the same as that for non local bidders—the
lowest qualified bidder wins the bid. The construction and personal and
professional service programs do not encourage contractors to utilize MWBEs. It
does, however, provide majority contractors with a competitive advantage if
they include even nominal MWBE or EBE participation in the bidding process.

Chapter V—Summary Of Qualitative Evidence Of Marketplace Discrimination—
represents the experiences of minority, majority and women owned businesses
doing business in this market and with the City of Evanston. These results are
reflected in summaries of one-on-one interviews with contractors in the
Evanston area and a market survey mailed to contractors in the area. The City of
Evanston also held a public hearing in an effort to capture as much qualitative
data as possible for this analysis.
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The qualitative data indicates that minorities feel they are subjected to
discrimination or the vestiges of past discrimination. Many of the concerns
relate to apparent inequities in MWBE ability to acquire bonding or financing or
break into the “good ole boys club.” Another concern raised by these firms is the
perception of apathy on the part of City officials towards the MWBE or EBE
programs. Many found the City to be unresponsive to their concerns. Business
owners familiar with the MWBE and EBE programs indicated a concern about
the Minority Coordinator’s lack of authority to enforce the program. Survey
respondents raised similar concerns.

Chapter VI—Statistical Analysis of the Availability and Utilization of MWBEs
and EBEs—is a statistical analysis of availability and utilization of MWBEs and
EBEs in the relevant market area. By comparing availability to utilization, DJMA
determines if disparity in treatment of MWBEs and EBEs exists in the City of
Evanston.

DJMA’s analysis of MWBE utilization by the City for the study period 1986 to
1993, revealed that the City of Evanston awarded a total of 928 prime contracts—
84 (9.1 percent of total contracts as primes) going to MWBEs. There were 72 were
subcontracts awarded to MWBEs (15.4 percent of total subcontracting awards).
This utilization represents 4.2 percent of prime contract dollars and 55.5 percent
of the total subcontracting dollars going to MWBEs. Total utilization of MWBEs
(prime and subcontracting dollars) accounted for $7.7 million dollars (5.1 percent

of the total dollars). MBEs received 4.3 percent, while WBEs received 0.9 percent
of total dollars.

To show MWBE availability during the study period, analysis of census data
showed that MWBEs owned 12.8 percent of all construction firms, 22.2 percent of
all firms in professional services including Architectural & Engineering (A&E)
and 21.7 percent of all Goods & Services (G&S) firms in the Chicago PMSA.
However, counts from the contract database showed that MWBE firms
represented 10.3 percent of the construction firms, 9.7 percent of the A/E firms,
4.1 percent of the G&S firms and less than 1 percent of the other professional
services firms.

The Census-based availability estimate and the availability measure based on
bidder and subcontractor counts suggest disparity in the disbursement of
construction dollars by the City of Evanston for MWBEs. From the data
collected, it can also be deduced that there is significant disparity in A&E and
G&S procurement for MWBEs for some of the years during the study period
(when utilizing the Census availability estimates), whereas the availability
measure based on bidders and subcontractor counts yields a conclusion of no
disparity in G&S contract procurement.

MWBE Local Business Disparity Study for ~5- D.J. Miller & Associates, Ine.
the City of Evanston April 1996




The results of the EBE utilization analysis indicate, except in 1989, a significant
disparity in G&S dollars disbursed by the City of Evanston to EBEs. There was no
utilization of MWBEs in the other professional services category, which indicates
significant disparity in other professional services dollar disbursements (except
in 1987 and 1990). Some of the differences between the actual amount of
construction dollars received and the expected amount based on availability were
found to be significant in A&E dollars disbursed by the City of Evanston to EBEs.

There is evidence of a sharp drop in the utilization of MWBE construction
contractors at the end of the program period. The highest rates of MWBE
construction contractor utilization by the City of Evanston is observed in the
program years, 1986 to 1988. Average MWBE utilization was 20.7 percent
compared to post-program utilization of 3.0 percent.

A substantial increase is noted in MWBE utilization in the A&E category
between the program period, when there was no MWBE utilization, and the
post-program period, when average MWBE utilization rose to 3.3 percent.

Total utilization of MWBEs in Goods and Services contracting does not vary
substantially between the program period and the post program period. In the
program period, the average rate of MWBE utilization was found to be 3.9
percent (ranging from 3.1 to 5.5 percent) compared to the average post-program
utilization of 4.5 percent (ranging from 3.3 to 6.1 percent).

Total utilization of MWBEs for Other Professional Services did not change
between the program years and the post-program years. The City of Evanston did
not utilize MWBE Other Professional Services contractors either during the
program years or after.

MWBE construction subcontractor utilization varied substantially between the
periods 1986 to 1988 and 1989 to 1993. In the program years 1986 to 1988, the
overall rate of MWBE subcontractor utilization was 2.4 percent (measured by
total dollar value of construction subcontracts awarded) compared to post-
program utilization of 0.7 percent. There is a substantial increase in MWBE A&E
subcontractor utilization by majority primes from the program years to the post-
program years. However, this increase was solely an artifact of zero MWBE
utilization in the program period. Since subcontracting is more important in
Construction and A/E procurement, this analysis of the impact of the MWBE
subcontractor program was limited to Construction and A/E.

Chapter VII—Alternatives to Race and Gender Conscious Programs—Iis a
discussion of available race neutral programs designed to foster the growth and
development of small businesses, in general. The objective of this chapter is to
provide a descriptive summary of federal, state, and local race neutral programs
available in the City of Evanston and determine whether these programs are
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sufficient to increase minority participation in city contracting. DJMA was
unable to obtain statistical information from program operators regarding
minority participation in race neutral programs in the Evanston area.

The City of Evanston has a wealth of race neutral management, financial and
technical assistance programs to increase the accessibility of city contracting
opportunities to small entrepreneurs. The Illinois Department of Commerce
and Community Affairs (DCCA) offers a variety of race neutral business
development programs, including the Development Corporation Grant
Program, Development Corporation Loan Program, Certified Lender Program,
Small Business Development Loan Program, Illinois Export Finance Partnership,
Business Development Public Infrastructure Program, Community Services
Block Grant Loan Program, Enterprise Zone Program, High Impact Business
Program, Business Expansion, Retention and Location Assistance, Export
Assistance, Small Business Advocacy Program, Evanston Business Investment
Corporation, and Microloan Program. DCCA also supports numerous
management and technical assistance organizations such as the Evanston
Business and Technology Center, the Illinois Small Business Development
Center Network, and the Chicagoland Enterprise Center.

The City of Evanston has several federal race neutral programs administered at
the local level including those established by the Small Business Administration
(SBA}) and the Department of Housing and Urban Development: 'the SBA 7(a)
Loan Program, SBA 504 Loan Program, SBA Surety Bond Guarantee Program,
SBA Greenline Program, Service Corps of Retired Executives, and Community
Development Block Grant (CDBG) Entitlement Program.

Race neutral programs and legislation were in place prior to the establishment of

.a race conscious program, yet MWBE participation in the City of Evanston’s
public procurement contracts has, generally, remained low. Given the statistical
evidence of disparity presented in this report, it can be inferred that the impact of
these programs has contributed little to the overall utilization of minority
businesses in city contracting,.

Chapter VIII—Conclusions and Recommendations—provides the City of
Evanston with a conclusion of DJMA findings and recommendations regarding
the M/W/EBE participation in the City of Evanston's procurement activity.

In summary, the evidence found in this disparity study leads DJMA to the
following conclusions: (1) there are systemic barriers in the procurement process
that may be creating a disparate impact on minority and swomen owned
businesses (2) there is an overall disparity between the utilization of MWBEs and
majority contractors, though not a statistically significant disparity (3) there is
disparity between the utilization of EBEs and nonEBE contractors, though not
statistically significant (4) the cessation of the City of Evanston's MWBE program
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resulted in a decline in the utilization of MWBEs which was particularly
significant among MWBE subcontractors and (5) there is underutilization of
minority and women owned businesses in the Chicago PMSA marketplace in
general. Based on these findings, DJMA recommends that the City pursue the
remedial actions suggested in the recommendations section of this chapter.

RECOMMENDATIONS
Piocurement Procedures And Practices

Although there are a traditional number of factors which inhibit the survival
and development of MWBESs, the City is limited in its efforts to remove these
barriers. The City’s procurement process, however, is well within its control, and
its operation can have a tremendous affect on MWBEs and local Evanston
businesses. The elimination of identified procurement barriers to MWEBE or EBE
participation is no panacea, but it will provide equal access to opportunities and
convey policy makers’ and top management’s support of equitable participation
in procurement opportunities. As such, DJMA offers recommendations to
remove the barriers identified in two general areas: procurement and current
MWBE and EBE program operation.

The City’s procurement practices are inconsistent with stated policy. The
procurement policy states that the process was developed to centralize
procurement. Given the relatively small volume of procurement and the
adequate number of City staff, a centralized purchasing process would be an
improvement over the current arrangement for the City. However, as noted in
Chapter IV, the City has not sufficiently centralized its procurement process to
ensure that procurement opportunities for MWBEs and EBEs utilization are

enhanced. To effect the City’s goals, the City should implement several new
procedures:

Centralized Procurement Processes

» The City should ensure that all procurement activities are carefully and
completely documented and tracked by purchasing. A centralized file
numbering or naming convention should be used by all departments.
Purchasing’s procurement files should be maintained for at least seven
years, or in accordance with state law or the requirements of the

projects funding source. At least one set of files should be centrally
stored.

» Purchasing should disaggregate data for each minority group when
collecting data, i.e., create separate categories by race, ethnicity, and
gender. Additionally, this information should be tracked on the user
departments’ supplier lists and purchasing vendor or bidders list. Data
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entry personnel should also include the ethnicity and gender of the
vendor in the automated vendor file and vendor check history file.
Relevant City staff should be able to access the following information:

. — Past procurement activity by commodity and contract type
— Projected procurement opportunity by commodity type

— MWBE participation rates by dollar volume by: awardee name;
awards; final payment; specific commodity area; contract type—
construction, professional services, architectural engineering
and procurement of goods and services, prime and
subcontractor; and, race/ethnicity /gender.

* The City should track prime confractors and subcontractors consistently
in the central procurement files.

Contracting for Goods and Supplies

* The City should establish a citywide monitoring system for
specifications and product requirements. Require MWBE and EBE

solicitations by buyers and user departments for small purchases (i.e.,
purchase less than $5,000).

* Purchasing should develop a tracking mechanism to record the
number of M/W/EBEs (by locality and ethnicity and gender) contacted
monthly for quotes. This data should be collected by commodity
category in addition to procurement type.

* The City should include MWBEs and EBEs in the vendor rotating
system. This could be accomplished by establishing a set number of
MWBEs and EBEs to be contacted for each purchase.

Outreach and Bid Notifications

* The City should establish telephone notification of bid opportunities to
M/W/EBEs. When the City directory of M/W/EBEs grows, the City
should send a notice (perhaps on brightly colored paper),mailed well in
advance of bid due dates, announcing upcoming bid opportunities.
Additionally, notices of bid opportunities should be placed in local
trade and professional association newsletters. The City should require
City procurement staff to include relevant M/W/EBEs on the list of
vendors who will receive a direct mailing of bid specifications or RFPs
as part of its bid notification process.

¢ The Minority Coordinator should engage in frequent communication
with various MWBE and EBE trade and professional organizations,
attend association meetings, and establish specific times to meet with
MWBEs and local business owners to discuss the City’s procurement
process and opportunities for work.
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Buyer Reviews

+ To ensure that the procurement system is functioning properly,
personnel involved in the buying cycle should receive semi-annual
performance reviews. To perform these evaluations, buyers should
have previously established goals for a diverse portfolio that include
targets at the prime and subcontractor levels. Buyers must thoroughly
document bidders contacted and awards made—a practice that is
especially critical for informal contracts, where buyers have the most
decision making discretion. Without some level of documentation of
a buyer’s activity, purchasing agents have no accurate measure of buyer
performance. Purchasing agents should establish bonus/penalty
systems for diversity of procurement portfolios. To assist buyers in
contacting MWBEs, all agencies should create their own MWBE
Business Directories, especially on commodities that are unique
purchases by a particular agency.

» The City should conduct annual or semi-annual in-house training for
City staff involved in the procurement process to ensure full awareness
of the M/W/EBE procurement policies and staff’s obligation to support
and comply with these procedures. :

Bonding Assistance

It is well known that many MWBEs lack the large financial reserves and credit
history sufficient to secure adequate bonding. Moreover, sureties are
uncomfortable approving large loans in bonding. That is, a firm that can secure
$300,000 bonds will probably not be approved for $1 million bonds. This is a
barrier to MBEs transitioning to prime contractor status.

Surety underwriting is a very conservative market. As a result of heavy losses in
the mid-1980s, most major sureties raised their underwriting standards or
applied existing standards more rigorously. However, several major sureties are
now eager to bond small contractors. The current advisory rates used by major
sureties generate higher premiums for small bonds. Five major sureties
participate in the SBA’s Preferred Surety Bond (PSB) program: Fidelity and
Deposit Company of Maryland (F&D of Maryland); SafeCO, U.5. Fidelity and
Guaranty (USF&G); Aetna Casualty & Surety (Aetna); and, Continental;
Insurance Company (Continental). The PS5B permits sureties to preapprove
contractors under SBA standards and eliminates the necessity of obtaining
approval for each bonding occurrence.

e There are several recommended approaches to providing effective
assistance to MWBE:
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— Bond guarantees. A local bond guarantee program can be supported
by funds from the City, e.g., $20,000 can leverage $1 million in
treasury listed bonds, subject to actual confirmation. Such a
guarantee program would reinsure commercially rated surety
companies participating in the program. This approach has been
applied with some success by the New York State Economic
Development Bank, the Florida Black Business Investment Board,
and the New Jersey Casino Program. The SBA also guarantees
between 70 and 90 percent of a maximum $1.25 million surety bond.

* Some programs provide collateral to MWBEs seeking bonds.

— Direct bonding. Certain states, such as Maryland, provide bonding
for small and minority contractors.

— DBond waiver program. The City of Tallahassee, for example, issue
bond waivers for MWBE participants for projects up to $230
million. However, bond waivers do not facilitate MWRE growth
and development because surety agencies classify work completed
under a bond waiver as “unbonded” work.

~ In cases where bond waivers apply, DIMA recommends that the
City of Evanston limit bond requirements to state law thresholds;
on professional services contracts, waive performance bond
requirements or require performance bond equivalent; and, on
goods and services contracts, eliminate bond requirements—allow
contractors to bill up front for insurance and bonding, instead of
across 12 months.

* The Los Angeles Transportation Commission developed a local agency
approach to bonding. Funds are generated by a Los Angeles County tax
on gasoline, a portion of which is devoted to mass transit. The City of
Los Angeles and the Los Angeles County Transportation Commission
have each deposited $7.5 million from these funds in two commercial
banks. Private contractors refer subcontractors that are unable to obtain
bonding from private surety companies to the Transit Bond Guarantee
Program. The program determines that the MWBE is competent to
perform the subcontracting work, has accurately estimated the job, has
the management and technical capacity to perform, and is otherwise
eligible for bond assistance. If these, and other, criteria are satisfied, the
bond guarantee program will obtain bonding for the subcontractor
from one of four participating surety companies. One of the two banks
then issues an irrevocable letter of credit to the surety company in an
amount identified by that surety company as necessary to secure its
bond. The program also provides bonding assistance to MWBE prime
contractors who are bidding on contracts under $1 million. Although
the program has been underutilized, it offers one innovative, but

MWBE Local Business Disparity Study for -11- D.J. Miller & Associates, Inc.
the City of Evanston April 1596




relatively low risk, model for increasing the involvement of MWBEs
more fully in the economic mainstream.

» DJMA recommends an aggressive approach by the City of Evanston to
coordinate its bonding requirements with the appropriate surety

companies to support small contractors in their quest to qualify for
bonds.

Small Contractors Assistance Program

Construction is an area of procurement where management and technical
assistance needs are the greatest. Consequently, many cities have established
programs targeting small and dasadvantaged contractors. These programs
typically encompass the following services:

* Serve as a clearinghouse for city, county, state, and federal contracting
opportunities;

* Assist contractors in bid estimation and bid development;
¢ Provide a plan room and blueprint availability;

e Offer seminars to contractors that result in tangible benefits for
contractors (seminars that do not have strong incentives integrated
into the seminar itself, are generally poorly attended by contractors.
For example, a seminar on bonding assistance could be offered as a
prerequisite to securing a bond from a bonding company that has an
understanding with the City and its certified contractors.);

* Foster mentor-protégé relationships with majority contractors, utilize
the SBA SCORE (Service Corps of Retired Executives) program where
retired general contractors provide assistance to MIVBE contractors;

* Attend pre-bid conferences; and,

* Encourage majority contractors to joint venture with or utilize MWBE
business owners on majority contracts at the project management
level.

Financial Assistance Programs

As in many parts of the country, adequate contract financing is an issue in the
City of Evanston. A tvpical problem for MWBEs is the inability to perform the
contract because banks do not accept contracts as collateral to secure financing
required to complete a contract. The following programs w ould be valuable in
the City of Evanston to address these problems:

* Bank Consortia. Revisions to the Community Reinvestment Act
(CRA) provide the Citv of Evanston with an important opportunity to
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address this gap in M/W/EBE financing. As a result of the CRA,
numerous financial institutions are forming consortia to facilitate
lending to CRA-targeted businesses. An example is the
Entrepreneurial Development Loan Fund (EDLF) in Atlanta, organized
by the Atlanta Chamber of Commerce in conjunction with several
major Atlanta banks. The EDLF is administered by GRASP, an Atlanta
economic development organization.

* Working Capital Loan Program. The City of Evanston takes bids from
local financial institutions to lend up to 5 percent of the contract
amount to a M/W/EBE holding a City contract or subcontract. The
bank reviews and approves/ disapproves each application, and, if
approved, monitors proper application of installment payments to the
M/W /EBE as the work progresses. Bids received from the banks would
be evaluated by a City committee on the basis of the lowest interest rate
which will be offered to the M/W/EBE firms; the credit criteria utilized
by the bank; and, the percentage of risk that the bank will assume. The
City would guarantee the bank’s receipt of the remaining portion of the
loan.

* Contract Financing. A vehicle that provides working capital, contract
financing is also a financial approach that banks find expensive to
administer. Publicly subsidized contract financing provides a low cost
alternative to costly factoring services which is often the only
alternative small companies have for obtaining working capital.

* Public Venture Capital Funds. Some cities have collaborated with
states to create semi-public venture capital funds. BIDCO in Detroit,
Michigan provides preferred stock and/or long-term debt to promising
firms.

M/W/EBE PROGRAM RECOMMENDATIONS
Minority Coordinator

* The Minority Coordinator must be given the authority and
information to effectively track M/W/EBE participation; develop
opportunities with purchasing and the relevant user departments for
MWBE and EBE participation; and, monitor the City’s and prime
contractor’s compliance with the M/W/EBE program. During the
course of this study, the City moved the minority coordinator position
to the purchasing department. As a new development, it is difficult to
determine the effect of this change on the minority coordinator’s
effectiveness and the utilization of M/W/EBEs. However, with
centralized procurement practices, the minority coordinator may be
ideally positioned to access necessary documentation and user
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department personnel to effectuate the M/W/EBE goals. To be truly
effective, the minority coordinator must be diligent in his/her pursuit
of program goals, and attentive to and innovative in addressing the
needs of M/W/EBEs. Additionally, the coordinator must have the
commitment and support of senior staff, purchasing, the City
Manager’s office, and the City Council.

» The minority coordinator should be included in all Review Comunittee
sessions regarding the development of RFPs or bid specifications and
should participate in the vendor selection process.

* Currently, the minority coordinator operates with a staff of one. Given
the volume of procurement activity and the size of the City, there is no
need indicated to hire additional staff. Where additional resources are
needed, the coordinator should be authorized to use user department
and purchasing staff to monitor compliance. If resources do not permit
monitoring 100 percent of the projects, the City could develop a
sampling procedure to monitor a certain percentage of projects within
certain dollar ranges. This should also help to create a database
foundation for cross referencing subcontractor and contractor data. As
the program is more widely used and participation increases, the
coordinator’s staffing needs may need to be reevaluated.

* MWBE advisory committee should be charged with evaluating the
M/W/EBE programs on no less than an annual basis. The advisory
committee should also submit an annual review of the performance of
the minority coordinator. These evaluations will afford the City’s
business community with an opportunity to participate in and
concentrate towards the successful implementation of program
objectives.

Certification

» The City should equalize the certification burdens on MWBEs and
EBEs by creating a City certification process for both. While the process
should not overwhelm businesses, it should be sufficient to ensure
that M/W/EBEs are benefiting from the program. The certification
process should be designed in conjunction with a strong monitoring
process. Additionally, the City should institute a certification renewal
process.

M/W/EBE Directory

e The City should routinely update and distribute its M/W/EBE
directory. The City should obtain the certification lists and MWBE
directories of neighboring municipalities and the state to create a
comprehensive listing of available MWBEs interested in procuring
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public sector work. To obtain a comprehensive listing of local
businesses, the City should conduct a mass mailing to all identified
local businesses, submit an ad to the local paper and relevant industry
journals, and distribute notices to trade and professional organizations
and local churches to inform the public of the program and request
applications for certification. Upon receiving certification, the
respondents’ names should be added to the directory. The directory
should be readily available in hard copy and on diskette to contractors
and City staff . The directory should have a MWBE section and an EBE
section. The MWBE section should include the ethnicity and gender of
ownership, address, whether the business is an EBE, and a description
of the business by SIC code or procurement type. The EBE section
should include the address and description of each business by SIC code
or procurement type.

Professional and Personal Service Projects

* The City should implement procedures to ensure that M/W/EBEs are
always included in the list of vendors to which the City mails an early
copy of the RFP or bid specifications.

* The City could also establish a proposal review process that informs
unsuccessful M/W/EBE bidders about the weaknesses and strengths of
their bids.

Monitoring Procedures

* The City should establish monitoring procedures to ensure that
contractors and City procurement staff are complying with M/W/EBE
program goals. The City generally practices some contract compliance
monitoring. However, more particularized monitoring efforts should
be created to monitor the M/W/EBE program, specifically. Among the
procedures the City should include are:

— Announced and unannounced site visits to verify M/W/EBE
presence on the job site;

-~ Affidavits or other contractual forms that evidence the prime
contractor’s agreement to utilize a specific M/W/EBE for a project;
and,

— Implementation of a phone audit procedure to verify that payments
to M /W /EBE subcontractors (as reported by the primes) correspond
with the subcontractors reports—a sampling procedure can be
implemented.
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Project Sizing

* A major constraint for many MWBEs and small EBEs, especially in
construction, is large project size. Capacity, bonding, and insurance
issues tend to exclude MWBEs and small EBEs from many bid
opportunities. As such, the City, with the minority coordinator,
should ensure that projects are appropriately sized to maximize

opportunities for MWBE and small EBE participation.

Preference Programs

» The significant underutilization of MWBE firms relative to their
availability suggests that consideration of MWBE goals is appropriate.

» With respect to the professional and personal service program, DIMA
recommends that the number of preference points awarded to
contractors be a factor of the amount of MWBE and EBE participation
on the job. To discourage contractors from using the program with
only nominal MWBE participation, contractors must show that the
M/W/EBE is performing a commercially viable portion of the contract
before awarding preference points to the contractor.

« The EBE program’s three percent or $1,000, (whichever is less)
preference, should be tailored to create a real benefit to the bottom line
of the City’s local businesses. If the City is seeking to reduce the flight
of local businesses to neighboring cities, increase business development
in the City, and create a means to “give back” to its taxpaying business
community, DJMA recommends the following:

~ Remove the $1,000 limitation on the program. A local business
seeking to bid on a goods, supplies, or construction project need
only submit a bid within three percent of the lowest bid to qualify to
win the contract. On small dollar projects valued less than $33,000,
the local bidder will need to submit a quote of less than $1,000 over
the lowest bid to prevail. On larger dollar projects, a three percent
cap provides a true incentive for businesses to locate within the City
and for local businesses to remain and seek opportunities with the
Citv. What the City may pay in additional costs is offset by the good
will developed in the business community, increased tax revenues,
and more competitive bidding on City contracts. Increasing
competitive bidding reduces the inflated price the City sometimes
pays when too few contractors bid on City projects. Additionally,
the cost to the City in the long term should be reduced by a growing
base resulting from increasing the number and revenue of local
businesses. The City may need to consider limiting the three
percent preference to projects under a certain size (e.g., $5 million)
to control costs to the City.
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— The City will need to develop a more stringent certification process
for EBEs to ensure that program objectives and the City’s long-term
goals are being achieved. In addition to current requirements, the
City should require EBEs to be duly licensed businesses with the City
and subject to its taxes. Businesses seeking to purchase, redevelop,
or renovate property in Evanston should be advised of the EBE
program, the certification requirements and tax incentive programs
offered by the City to encourage such activity in certain areas. A
package could be developed for new local businesses with important
contact names and telephone numbers of City staff; names of
assisting agencies; information about the City’s procurement
programs, tax incentive programs, a licensing application, and other
information as a value added service for the City’s business
community.

* M/W/EBEs should receive early and direct notification of bid
opportunities to maximize participation in the preference program.

* Many minority owned business owners, in particular, have
complained that majority businesses will work with them only when
required on a public sector project with a MWBE program. As a result,
many majority companies will not use MWBEs on private sector
contracts. To overcome this barrier, the City could create a preference
program which gives contractors that have used or are using MBEs and
WBEs in private sector work credit toward their overall bid score
during the City vendor selection process.

* Because the availability of MWBE firms changes periodically,
participation goals must also change. Participation goals should be
established each year based on projections of availability, forecasts of
coming projects, and the anticipated amount of federal, state, and city

. spending.

* With respect to MWBESs, the City should pursue and implement other
race neutral initiatives. Alone, race-neutral alternatives appear
inadequate to correct the underutilization of MWBEs. . However, such
programs serve to complement MWBE program goals when
implemented as parallel initiatives.

CONCLUSION

The issues analyzed in this report should provide the information necessary to
determine the existence of disparity in contract awards within the City of
Evanston. The legal and historical background documents prior discrimination
which may still have an effect on the status of MWBEs. DJMA’s economic
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analysis of the City of Evanston’s relevant market area determines the existence
of discrimination against MWBEs and EBEs by the local economy, which may
have included passive City participation. Interviews and surveys of members of
the business community can detect individual instances of discrimination. An
examination of city policies and practices determines the existence of disparity in
the utilization of MWBEs. The actual availability and use of MWBEs in
governmental contracting is statistically analyzed to determine if disparity exists.
Race neutral programs are examined to determine if they have any influence on
the ability of MWBEs to participate in the economy.

The report contains the findings of our investigation, an analysis of those
findings and recommendations based on these analyses. This report presents a
portrait of the evidence DJMA discovered regarding the issue of discrimination
in the City of Evanston and the economic environment in which minority,
women and local business enterprises operate.

DJMA’s objective in providing this report is to offer the necessary information to
establish the public policy needed to remedy discrimination against MWBEs and
improve the utilization of MWBEs and EBEs to policy makers in the City of
Evanston. The chapters of this report are interdependent. For this study to be

used. effectively, the policy makers for the City should review it carefully and in
its entirety. '
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Chapter I Legal Issues Arising from Race Conscious and
Race Neutral Programs

INTRODUCTION

This chapter provides the legal framework and rationale for conducting this
disparity study, discusses the legal standard of scrutinv to which MWBE
programs and race and gender neutral local preference programs are subject, and
the burden of proof imposed upon local agencies intent on establishing such
programs. Subsequent chapters, particularly Chapter VI, Statistical Analysis of
MWBE Availability and Utilization, further illuminate the legal context for the
material in each chapter.

There are three constitutional tests used by the courts when assessing the
constitutional permissibility of minority and women business enterprise
programs and local business programs under the Equal Protection Clause of the
United States Constitution. This chapter also reviews other Constitutional
provisions which could have an affect on their constitutional permissibility.

The nature of the governmental program determines which test the court will
apply to assess constitutionality. When reviewing a race conscious program or
minority business program, the court applies a “strict scrutiny” analysis. This
test requires the government to show that there is a compelling governmental
interest for the race conscious action and that the action taken was narrowly
tailored to meet that interest.

When assessing the permissibility of a WBE program or gender conscious
government action, the courts customarily apply the “intermediate scrutiny”
test. This test requires the government to show that there is an important
governmental interest and the action taken is substantially related to the interest.

In reviewing the constitutionality of a race and gender neutral program seeking
to give a preference to or set aside work for businesses that are located within a
municipality’s jurisdiction, the courts apply a “rational relations” test. This test
allows the courts to be extremely deferential to the local governments requiring
that the government action not be arbitrary and capricious. However, when
local business programs interfere with interstate commerce or deny citizens of
one state the same rights and privileges afforded citizens in the jurisdiction of
the state or municipality imposing the program are subject to the Commerce
Clause and the Privileges and Immunities Clause of the U.S. Constitution. The
courts have developed complicated legal analyses to test the permissibility of
actions that interfere with these original Constitutional canons. What follows is
an in-depth discussion of the legal principals that govern MIVBE programs and
local business programs and DJMA’s analysis of these legal principals.
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RACE CONSCIOUS PROGRAMS

The Supreme Court of the United States announced in the City of Richmond v.
J.A. Croson 1 the standards by which race conscious programs would be deemed
constitutionally permissible. Emanating from this case is an entire body of law
which defines and fine-tunes the parameters under which such remedial action
is permissible.

Background of Richmond v. Croson

In 1983, the City of Richmond, Virginia enacted an ordinance which established a
minority business enterprise (MBE) utilization plan (MBE plan)} requiring non-
minority-owned prime contractors to whom the city awarded contracts, to
subcontract at least 30 percent of the dollar amount to minority business
enterprises. According to the MBE plan, minority business enterprises were
defined broadly as companies with at least 51 percent ownership and control by
U.S. citizens who were African American, Hispanic [Spanish-speaking],
Asian/Pacific Islanders [Asian], Native American [Indian], Eskimo or Aleut.
Under this definition, the MBE plan had no geographic boundaries. It was
declared remedial for the stated purpose of promoting greater participation by
minority businesses in construction contracting. The operation of the MBE plan
included a waiver for contractors who demonstrated to the Director of the
Department of General Services that the plan’s set-aside requirements could not
be achieved. There was no direct administrative appeal of the Director’s denial
of waiver.

The MBE plan was adopted after a public hearing at which no direct evidence
was presented that the City had discriminated on the basis of race in letting
contracts or that prime contractors had discriminated against minority
subcontractors. In the creation of its program, the City Council relied upon a
statistical study indicating that in a city where the population was 50 percent
African American, less than 1 percent of the contracts had been awarded to
minority businesses in recent years.

In 1983, the same yvear the MBE plan was adopted, J.A. Croson Company lost a
contract to install plumbmv fixtures in the city jail because of failure to satlsfy the
30 percent set-aside requirement. Croson sued the City of Richmond in the
United States District Court, alleging that the plan was unconstitutional because
it violated the Equal Protection Clause of the Fourteenth Amendment.?2 The

1188 US. 467,109 S. Ct. 706 (1989).

2The District Court upheld the plan which was affirmed by the Court of Appeals for the Fourth
Circuit in reliance on Fullilive v. Klutznick, 448 10.5. 448, 100 5.Ct. 2758 (1980). The United States
Supreme Court remanded the case for further consideration in light of the decision in Wygant o
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District Court upheld the plan. In 1985, the Fourth Circuit Court of Appeals
affirmed the District Court decision.

The Supreme Court, in an opinion in which Justice O’Connor was joined by four
other Justices, held that the Equal Protection Clause of the U.S. Constitution was
violated by the City of Richmond'’s set-aside ordinance because: Richmond had
failed to demonstrate a compelling governmental interest in apportioning public
contracting opportunities on the basis of race and the plan was not narrowly
tailored to remedy the effects of prior or present discrimination.3 The Court
stated that there was no proof in the record upon which to base a prima facie case
of a constitutional or statutory violation by any contractors in the Richmond
construction industry. The Court further held that the inclusion of Hispanics
[Spanish-speaking persons], Asian/Pacific Islanders [Asians], Native Americans
[American Indians], Eskimos, and Aleuts demonstrated that the City’s purpose
was not, in fact, to remedy past discrimination, as there was absolutely no
evidence of past discrimination against such persons. As such, the Court held
that the 30 percent set-aside was not narrowly tailored to remedy the past effects
of any prior alleged discrimination.

Unfortunately, the Supreme Court has not addressed the validity of a minority
set-aside program since Croson. In its only other decision on minority set-asides,
the Court upheld the right of majority contractors to challenge the validity of
such a program in court .%

Standard of Scrutiny Analysis

The Croson case falls under the auspices of the Equal Protection Clause. The
Fourteenth Amendment, which prohibits states from denying any person within
its jurisdiction eqgual protection of the laws, is usually invoked when the state
makes distinctions or classifications among individuals. There are three levels
of scrutiny under which a state statute, regulation, policy, or practice making
such distinctions can be examined: strict scrutiny, intermediate scrutiny, or
rational basis. The strict scrutinv standard is used if the classification is suspect;
in particular, one based on race, ethnic or alien distinctions, or infringements

Jackson Board of Education, 476 U.S. 267, 106 S.Ct. 1842 (1986) in which it applied the “strict
scrutiny test” in invalidating the local school board’s layoff policy.

3See Croson at 109 S. Ct. at 722.

4In Northeastern Floriiz Chapiter of Associated General Contractors o. City of Jacksonville, 124
L.Ed.2d at 586 (1993), the United States Supreme Court held that a party challenging a minority
set-aside program need only demonstrate that it is able and ready to bid on contracts and that a
discriminatory policy prevents it from doing so on an equal basis. The Supreme Court, thus,
overruled the standzard adopted by the Eleventh Circuit Court of Appeals which had ruled that
the AGC did not have standing to sue the City of Jacksonville because it “has not demonstrated
that, but for the program, any AGC member would have bid successfully for any of these contracts.”
The Eleventh Circuit required that the contractor challenging the program show it would have
suffered an actual economic injury because of the existence of the MWBE set-aside requirements.
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upon fundamental rights. The strict scrutiny test is the most rigorous of the
three, requiring the state to show compelling governmental interests for making
such classifications. Intermediate scrutiny is applied to gender and age
distinctions and requires the state to prove a fair and substantial relationship
between the classification and the objective of the legislation.> Economic
programs which do not make distinctions on race, ethnic origin or gender are
treated under the rational basis test. Under this standard, the plaintiff is required
to show that the classification has a rational relationship to a valid state purpose.

Some Justices on the Supreme Court are not completely convinced that the three
standards of scrutiny are the best measures of the importance of an equal
protection claim. Chief Justice Rehnquist declared in Craig ©. Boren that:

I would think we have had enough difficulty with the two
standards of review which our cases have recognized--the norm of
‘rational basis,” and the ‘compelling state interest” required where a
‘suspect classification’ is involved—-so as to counsel weightily
against the insertion of still another ‘standard’ between those two.
How is this court to divine what objectives are important? How is
it to determine whether a particular law is ‘substantially’ related to
the achievement of such objective, rather than related in some
other way to its achievement? Both of the phrases used are so
diaphanous and elastic as to invite subjective judicial preferences or
prejudices relating to particular types of legislation, masquerading
as judgments whether such legislation is directed at ‘important’
objectives or, whether the relationship to those objectives is
‘substantial’ enough.6

He continued to support this position by joining in a concurrence with Justice
Stevens in City of Cleburne, Tex. v. Cleburne Living Center. Justice Stevens
stated,

I am inclined to believe that what has become known as the [tiered}
analysis of equal protection claims does not describe a completely
logical method of deciding cases, but rather is a method the court
has employved to explain decisions that actually apply a single
standard in a reasonably consistent fashion.”

Croson and Strict Scrutiny

SLower courts have not agreed upon the standard to be applied to physical and mental handicaps,
however, intermediate and rational basis have both been employed.

6Craig v. Boren, 429 U.S. 190, 220-221, 97 S.Ct. 451, 469, (1976), Justice Rehnquist.

7Cify of Cleburne, Tex. ©. Cleburne Living Center, 473 U.S. 432, 105 S.Ct. 3249 (1985) (Justice
Stevens, with Chief Justice Rehnquist, concurring).
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The Supreme Court, in reviewing the Richmond ordinance, analyzed an
affirmative action program which made distinctions based on race. Although
the Court was deeply divided, the majority opinion in Croson interpreted the
Equal Protection Clause as providing to nonminority individuals the same
protection against discrimination and unequal treatment as provided to African
Americans and other minorities.® The Court reasoned that protection of the
individual rights guaranteed by the Equal Protection Clause requires strict
judicial scrutiny of the facts and circumstances surrounding the adoption of race
based preferences to “smoke out” possible illegitimate motivations such as
simple race politics or racial stereotyping.?

The Croson decision did not itself define the legal standard of strict scrutiny.
Justice O’Connor, writing the majority opinion, favored this heightened scrutiny
of race conscious programs, basing her opinion on Justice Powell’s opinions in
Bakke 10 and Wygant. The use of a heightened scrutiny was necessary, O’Connor
reasoned, because the majority African American population in the City of
Richmond raised the concern that a political majority will more easily act to the
disadvantage of a minority, based on “unwarranted assumptions or incomplete
facts...”11  Although Justice O’Connor relied on Wygant to define the strict
scrutiny standard for Croson, it is important to note that her concurring opinion
in Wygant acknowledges the lack of consensus among the members of the Court
regarding the appropriate interpretation of the strict scrutiny standard.!? Four
members of the Court dissented on the standard set forth in the O’Connor
opinion. In fact, Justice Marshall, in his dissent, stated,

Today, for the first time, a majority of this Court has adopted strict
scrutiny as its standard of Equal Protection Clause review of race
conscious remedial measures. This is an unwelcome development.
A profound difference separates governmental actions that
themselves are racist, and governmental actions that seek to
remedy the effects of prior racism or to prevent neutral
governmental activity from perpetuating the effects of such
racism.13

In his concurrence, Justice Stevens maintained the position he espoused in
Cleburne:

Instead of engaging in a debate over the proper standard of review
to apply in affirmative action litigation, I believe it is more

8Croson at 721..

9 Id. at 721.

10Univ. of California Regents v. Bakke, 438 1.S. 265, 98 S.Ct. 2733 (1978).
11 Croson, supra n.2, at 722.

12 520 Wygant, supra n.1, at 1852,

13Crosan, supra n.2, at 72
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constructive to try to identify the characteristics of the advantaged
and disadvantaged classes that may justify their disparate
treatment.14

While the majority in Croson subjected race based preferences adopted by state
and local governments to the most stringent test of constitutionality, the Court
apparently did not intend to sound a complete retreat from attempts by state and
local governments to remedy racial injustice. The Court stated,

It would seem equally clear, however, that a state or local
subdivision (if delegated the authority from the State) has the
authority to eradicate the effects of private discrimination within its
own legislative jurisdiction. This authority must, of course, be
exercised within the constraints of the Fourteenth Amendment.1>

Justice Kennedy went further in his concurring opinion, stating that the City,

upon intentionally causing wrongs, has an “absolute duty” fo eradicate
discrimination.16

Under this heightened standard of review, race based preference programs
enacted by state and local governments are constitutional where: 1) there is a
compelling governmental interest justifying the use of race-conscious measures,
and 2) the measures employed are “narrowly tailored” to remedy identified
discrimination.l” Based on the facts presented in the Croson record, the Court
concluded that in the enactment and design of the Plan, the City of Richmond
failed both prongs of the strict scrutiny test.

Compelling Governmental Interest

In some instances, public entities do have compelling reasons to remedy past
illegal treatment of racial or ethnic groups in which they have been actively
involved. This remedy necessarily will involve consciousness of race. In
Croson, the Court noted that a municipality has a compelling interest in
redressing not only discrimination committed by the municipality, but also
discrimination committed by private parties within the municipality’s legislative
jurisdiction, so long as the municipality in some way perpetuated the
discrimination to be remedied by the program.!® The Croson Court makes clear
that a state or local government may use its legislative authority in procurement
to remedy private discrimination, if that discrimination is identified with the
“particularity required by the Fourteenth Amendment.”

1412 at 732

13 1d. at 720.
16 13, at 734.
17 14, at 708.
1814, at 720.
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Factual Predicate

Race conscious measures can be adopted when a state establishes, through a
factual predicate, identified instances of past discrimination on its part in a
particular industry. The identification of discrimination must be particularized
in order to provide guidance for the “legislative body to determine the precise
scope of the injury it seeks to remedy.”1?

The City of Richmond justified its enactment of the Plan based on five factors:
1) the Plan declared its purpose to be “remedial”; 2) at public hearings in
connection with enacting the plan, proponents stated that there had been past
discrimination in the construction industry locally and throughout the state and
the country; 3) minority businesses received .67 percent of prime contracts from
the City while minorities constituted 50 percent of Richmond’s population;
4) minority contractors were grossly underrepresented in local contractors’
associations; and 5) U.5. Congressional studies have concluded that minority
participation in the construction industry nationally was stifled by the present
effects of past discrimination.

The Croson court rejected the foregoing factors as inadequate, either singularly or
in concert, to establish a strong basis in evidence to justify Richmond’s plan for
the following reasons:

* Remedial Purpose Recitation. The mere recitation of a “remedial”
purpose for a racial classification was entitled to little or no weight,
particularly where an examination of the history of the legislation and
its legislative scheme suggests that its goal was other than its asserted
purpose.

* Statements Regarding Past Discrimination. The expression by
proponents’ of the plan that there had been past discrimination in the
construction industry, “in this area and this State, and around the
nation,” were highly conclusive in nature and of no probative value in
establishing past discrimination by anyone in the construction industry
in the City of Richmond.

* Disparity in Contracts Awarded. Where special qualifications were
required, the comparisons to the general population, rather than to the
special smaller group of qualified individuals may have little probative
value.  Thus, the relevant statistical pool for demonstrating
discriminatory exclusion was the number of MBEs qualified to
undertake the task as opposed to the percentage of minority individuals

1314, at 723.
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in the general population. While the Plan contemplated minority
subcontractor participation, the City did not know how many qualified
MBEs in the local area were qualified to do the work or the percentage of
MBE participation In city projects.

s Low Participation in Contractors’ Associations. A low percentage of
minorities in the local contractors associations was not probative
without proof that this low percentage was due to discrimination
against, as opposed to the free choice of African Americans to pursue
alternate employment or interests.

» Congressional Findings. The finding by Congress that past
discrimination accounted for the low number of minority contractors in
the country had little or no probative value with respect to establishing
discrimination in the City of Richmond. A more particularized showing
of past discrimination by the City was required, such as a pattern of
discrimination in the local industry that the City could act to eradicate or
discrimination in which the City was a “passive participant.”

The Court concluded that much more specific inquiry and findings than those
conducted by the City of Richmond were required to support a constitutionally
permissible set aside program. The factual inquiry must be local in nature and -
the statistical analvsis must address a relevant comparison. Justice O’Connor, in
Croson, relied heavily on her opinion and that of Justice Powell in Wygant
when specifying the requirement that “judicial, legislative or administrative
findings of constitutional or statutory violation” must be found before a
government entity has compelling interest in favoring one race over another.20

For example, in Wygant, the Supreme Court considered the validity of a
collective bargaining agreement which provided special protection for minority
teachers in layoffs. The city school board argued in part that the board’s interest
in providing minority teacher role models for its minority students as an
attempt to alleviate societal discrimination was sufficiently important fo justify
the use of a racial classification embodied in the layoff provision2! The Justices
rejected the role model theory and held that it could not be used to support a
remedial measure such as a layoff provision. The disparity between teachers and
students, according to the Court, had no probative value in demonstrating
discrimination in hiring and promotion which necessitated remedial action.
Substantially the same conclusion had been reached by the Supreme Court in
1979 in Bakke.?2

20Wygant at 308-309

215¢e Wygant, supra n.2. at 274.

221n Bakke, the Court invalidated a system in which a specific number of seats were reserved for
minorities in each class entering the University’s medical school. The University wanted to
increase the number of minorities in medical school and in the medical profession and to counter
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In showing particularized instances of discrimination, the Croson Court decided
that the factual predicate suffered the same flaws as did Wygant’s. The factual
predicate depended upon generalized assertions which could lead to an attempt
to match contract awards to MBEs to the minority population as a whole. In
analyzirg the Croson factual predicate, the Supreme Court did not “provide a set
of standards or guidelines describing the kind of MBE plan that would pass
constitutional muster. It simply provided a stringent burden of proof for
proponents of MBE laws to meet...”2> The Court also did not give legislatures
much guidance on the parameters of a factual predicate that would show
evidence of discrimination. There are some indications of the measures the
Court will accept: a pattern of discrimination shown through an appropriate
disparity analysis can raise an inference of discrimination, thus individualized
showings of discrimination may not be necessary, a relevant market in which
the public entity conducts business must be established, and some qualitative
evidence of discrimination, such as anecdotal testimony, may also be acceptable.
The Court, however, leaves room for interpretation in the development of
models to satisfy these standards.

Narrowly Tailored

The Court in Croson made it clear that the second prong of the “strict scrutiny”
test demands that the remedial action be “narrowly tailored” to identify past or
present discrimination. At least three characteristics were identified by the Court
as indicative of a narrowly tailored remedy: 1) The program should be instituted
either after or in conjunction with race neutral means of increasing minority
business participation; 2) a governmental entity does not have to enact race
neutral means if they are not feasible or conducive to remedying past
discrimination, 3) the plan should avoid the use of rigid numerical quotas,2* and
4) the program must be limited in its effective scope to the boundaries of the
governmental entity.

Intermediate Scrutiny

The courts examine programs that give preference to women owned businesses
under a different standard than racially based programs. A gender conscious
program created by a governmental entity is examined under the intermediate
scrutiny test rather than the strict scrutiny test emploved for racial

societal discrimination. To Justice Powell, the desire to correct societal discrimination involved a
concept of injury “too amorphous” to justify a race-based remedy. Moreover, Justice Powell instructed
that “judicial, legislative, or administrative findings of constitutional or statutory violation” must
be found before the governunent has a compelling interest in favoring one race over another.

23Cone v. Hillsborough, 905 F.2d 908, 913 (1990).

23488 U.S. at 507-308.
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classifications.25 Under intermediate scrutiny review, the actions of the state are
valid if they are substantially related to important governmental objectives.26

Most lower courts examining the validity of a sex based preference have applied
the intermediate scrutiny standard.?” In the Coral Construction case, the Ninth
Circuit employed the intermediate scrutiny test to review King County’s women
business enterprise program. Under that test, the court noted that the gender
classification must serve an important governmental objective, and there must
be a direct, substantial relationship between the objective and the means chosen
to accomplish that objective.28 A governmental entity may use a gender based
preference “only if members of the gender benefited by the classification actually
suffered a disadvantage related to the classification.”?® According to the Court of
Appeals, unlike the strict standard of review applied to race based programs,
intermediate scrutiny does not require any showing of governmental
involvement, active or passive, in the discrimination it seeks to remedy.3? The
Court would uphold the ten percent gender preference if the City could establish
a sufficient factual predicate for the claim that women owned construction
businesses have suffered economic discrimination.

The Court concluded that King County had legitimate and important interests in
remedying the many disadvantages that confronted women business owners.
Further, the method chosen was substantially related to the objective. The Court
observed that an affidavit from a woman business owner showing less than
seven percent of her firm’s business came from private contracts and most of the
business had come from gender based set aside programs was adequate
information to show discrimination against women in King County.3!

255¢e, e.g., City of Cleburne, supra n.6.

2614, at 441.

275ee Coral Construction Co. o. King County, 941 F.2d 910, 931 (9th Cir. 1971); Contractors Ass'n.
Eastern Pennsylvania, Inc. v. City of Philadelphia, 6 F.3d 990 (3rd Cir. 1993). (On remanded, the
district court permanently enjoined the enforcement of the city MBE ordinance in the award of City
construction contracts, Cir. A. No. 89-2737 1995 WL, 119N (E.D. PA.) The Sixth Circuit Court of
Appeals employed the intermediate scrutiny review in Michigan Road Builders Ass'n. v. Milliken,
834 F.2d 583 (6th Cir. 1987), aff'd, 49 U.5. 1061 (1989). However, after Croson the Sixth Circuit
seemingly applied strict scrutiny tests when considering a gender-based affirmative action
program. See Conlin . Blanchard, 890 F.2d 811, 816 (6th Cir. 1989) {“in order for race or sex based
remedial measures to withstand scrutinv under the fourteenth amendment there must first be some
showing of prior discrimination by a governmental entity involved, and second, the remedy
adopted by the state must be tailored narrowly to achieve the goal of righting the prior
discrimination.”})

285ee Coral Construction Co., Id. at 921.

291d. at 931.

3074. at 932.

3114, at 932-33. In Consiruction Ass'n. of Eastern Pennsylvania, Inc. v. City of Philadelphia, supra
n. 26, the Court of Appeals for the Third Circuit also applied the intermediate standard to a gender
based preference program.
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The Court of Appeals for the Third Circuit in City of Philadelphia observed that
it is unclear whether statistical evidence as well as anecdotal evidence is required
to establish the factual predicate necessary to satisfy intermediate scrutiny. It
noted that the Supreme Court gender discrimination cases are inconclusive and
the Court has never squarely ruled on the necessity of statistical evidence in
gender discrimination cases. However, the Court of Appeals found that logically
the City must be able to rely on less evidence in enacting a gender preference
than a racial preference because the intermediate scrutiny standard is less
stringent than the strict scrutiny test applied in Croson.32

In support of its program, Philadelphia relied only on general statistics and one
affidavit from a woman in the catering business. Since there was not a disparity
index for women owned construction businesses and given the absence of
anecdotal evidence establishing discrimination in the construction industry, the
Court of Appeals affirmed the grant of summary judgment invalidating the
gender preference for construction contracts.

Although the District Court in Philadelphia applied the intermediate scrutiny
test to gender conscious programs,33 it recognized the anomaly that the Supreme
Court has created in establishing different standards of scrutiny for race and
gender conscious programns:

The use of intermediate scrutiny to analyze gender based
classifications in the affirmative action context produces an
anomalous result. In the non affirmative action context the use of a
three-tiered analysis for ordinances disadvantaging African
Americans, women or non suspect classifications creates the result
intended by the Supreme Court—it is most difficult to uphold a
classification disadvantaging African Americans, less difficult to
uphold a classification disadvantaging women, and easiest to
uphold a classification disadvantaging a non suspect class.
However, in the affirmative action setting the use of this three-
tiered scheme means that laws disadvantaging Whites (MBEs) will
be held to a stricter standard than laws disadvantaging men (FBEs).
The flip side of this is that under the sliding scale analysis, it
becomes easier for a state legislature or a city council to pass an FBE
than an MBE, because the former will be held to a lesser standard of
scrutiny by the courts.

32Id. at 1010. Another example of this double standard was in RGW Construction v, San Francisco
BART, Case No. C22-2533 TEH (N.D. CA). In this case an injunction was issued against the race-
conscious but not the gender-conscious port, area, section of BART’s DBE program for non-federally
funded contracts because of the lack of a factual predicate for the program. The injunction was later
partially lifted based on evidence in two disparity studies in counties where BART operated.
#2Contractors Ass'e: ¢~ Eastern Pennysleania v. City of Philadelphia, 735 F. Supp. 1274 (E.D. Pa.
1990).
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This court questions whether this result was intended. The
anomaly lies in the fact that the three-tiered scheme sprung from
the judicial determination that, as a class, Blacks have been
subjected to the most egregious discrimination over time. This
determination is reflected in the choice of higher percentages for
minorities in the Philadelphia Ordinance and other similar set-
aside programs. The very existence of the Thirteenth and Fifteenth
Amendments to the United States Constitution evinces a
Congressional intent to give itself the power to redress past
discrimination against Blacks. :

However, a look at the Supreme Court decisions holding that laws
disadvantaging Blacks and Whites should be held to the same strict
standard, see Croson, supra, and that laws disadvantaging women
and men should be held to the same intermediate standard, see
Craig v. Boren, supra, may explain or justify this anomalous result.
Perhaps by determining that discrimination against Whites and
discrimination against African Americans is equally abhorrent and
that the criteria of race is “more suspect” than gender
discrimination, the Supreme Court has accepted the result that it is
now more difficult to remedy race discrimination than sex
discrimination. Whether it has or not, this court questions the logic
of such a result.?*

3+1d. at 1302-1303.
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Burden of Proof in Public Contracting Affirmative Action Plans

In affirmative action cases, the plaintiff bears the burden of proof to demonstrate
the unconstitutionality of an affirmative action plan. In Johnson v.
Transportation Agency, Santa Clara County,®> the Supreme Court established
that:

Once a plaintiff establishes a prima facie case that race or sex has
been taken into account...the burden shifts to the employer to
articulate a nondiscriminatory rationale for its decision. The
existence of an affirmative action plan provides such a rationale. If
such a plan is articulated as the basis for the employer’s decision the
burden shifts to plaintiff to provide that [this] justification is pre-
textual and the plan is invalid. As a practical matter, of course, an
employer will generally seek to avoid a charge of pretext by
presenting evidence in support of its plan. That does not mean,
however...that reliance on an affirmative action plan is to be treated
as an affirmative defense requiring the employer to carry the
burden of proving the validity of the plan. The burden of proving

its invalidity remains on the plaintiff.36

Croson seems to apply this standard to public contracting affirmative action
programs by suggesting that an appropriate statistical analysis by the public entity
showing disparity would lead to an inference of discrimination. If would then be
incumbent upon the contractor/plaintiff to show: a “neutral explanation” for
the disparity flawed the statistical analysis, not significant or actionable
disparities, or contrasting statistical data. A general assertion that there is some
reason other than discrimination that could explain the disparity is not enough
to overcome the inference of discrimination created by the statistical analysis.37
Indeed, as in Title VII cases,

a party challenging evidence of discrimination must have
conducted its own regression analysis to show that the evidence is
in fact flawed, and that correcting for any alleged flaws would have
resulted in no disparities. . . Concrete Works has criticized portions
of Denver’s methodology without showing that its alleged flaws
would have made a difference in the disparity ratios. It would be
unfair to allow disgruntled plaintiffs to drag affirmatively acting

municipalities into court on such meager rebuttal evidence.38

33480 U.S. 616, 107 5.Ct. 1.442 (1987).

3614, at 1449.

375e¢e, e.g., City of Philzdelphia, supra n. 27, at 1007.

38 Concrete Works ©. County of Denver, §23 F. Supp. 821, 839-40 (1993).
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The Croson burden of proof is distinct because the defendant in Croson, the
public agency, must meet its burden of production to demonstrate that it
committed sufficient discrimination to satisfy the strict scrutiny standard for
race-conscious procurement programs. In the absence of such evidence, a MBE
program will not survive summary judgment.

In Contractors Ass'n of Eastern Pennsylvania, Inc. v. Philadelphia3®, the court
stated that to establish racial discrimination, the statistical disparity must in some
way be linked to additional evidence. Without additional evidence, the
statistical disparity cannot conclusively infer discrimination.#*0 Further, the
statistical disparity itself must consider the number of minority contractors
willing and able to perform a particular service and the number of such
contractors actually engaged by the local government or the local government’s
prime contractors.*! Failure to take these factors into consideration will render
the disparity analysis invalid.

The lower district court in the Contractors Ass'n of Eastern Pennsylvania found
that the City failed to meet its burden of production. In this case, the City of
Philadelphia introduced a disparity study into evidence to support its contention
that there was a compelling interest for a 15 percent MBE goal for African
American contractors on construction projects.#2 The court found the disparity
study flawed and thus not dispositive of an inference of discrimination. The
court criticized researchers methodology for determining availability which
relied on the 1982 federal census reports of the construction industry, including
the Philadelphia construction industry, a directory and one-page summary of
MBEs in the Philadelphia area in 1982 prepared by the City, and a report prepared
by the City submitted to the United States Congress which provided the total
dollar value of City contracts awarded to minorities during the 1979-1981 fiscal
years.#> The court considered the studies findings to be a mere head count of
African American contractors and not a count of available African American
contractors.44 According to the Court’s analysis, the study should have also
considered how many contractors actually sought to participate in City financed
construction projects or the number of African American contractors that were

prequalified in the City’s certification or prequalification process to perform City
contracts.43

391995 WL 11900 (E.D. Pa)

401995 WL 11900, at 7 {citing O'Donnell Constr. Co. v District of Columbia, 963F.2d 420, 426 ) (D.C.
Cir. 1992).

411995 WL 11900, at 10.

4214, at 3.

*31d. at 5.

irg. at 9.

4514,
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The court further criticized the study for drawing statistical conclusions relying
solely on summary reports provided by the City and failing to independently
study and consider the City’s bidding and prequalification procedures for public
works contracts.*® Another failing of the study was its lack of data on MBE
subcontractors and MBE participation in City projects funded with federal
money.47

Finally, the court found the study did not demonstrate that the city had been a
passive participant in the discrimination of MBE contractors.#®8 A mere
statement by city officials that racial discrimination exists in the industry is not
enough to amount to objective evidence of passive participation in the
discrimination of MBEs.4?  Although the City offered evidence showing a
disparity in the number of MBE members in local professional associations, the
court found that the City’s support of these associations did not provide enough
objective evidence of passive discrimination. To make such a casual link, the
dearth of MBEs in local associations must be considered in tandem with the
number of local MBEs eligible for membership.50 The court found that the City
did not present any compelling evidence which considered the availability of
willing and able MBEs eligible to join these associations along with the
associations’ prequalification standards.3! The court stated that the City did not
have the necessary information about the firms that sought membership in
these organizations and the prequalification standards of the organizations to
draw any conclusions as to whether there was a racial disparity.32

These factors represent the increasing burden placed on local governments
seeking to remedy discrimination through the use of race-conscious programs.
The factual evidence required by the court in Contractors Ass'n of Eastern
Pennsylvania may be an indication of the type of factual predicate that courts are
beginning to require. Although this is a lower district court case affecting only
the city of Philadelphia’s MBE program, it is important to monitor the trends of
the lower courts attempting to balance the need for municipalities to remedy past
and present discrimination with the rising discontent of nonminorities who fear
that their rights are being infringed. A comprehensive disparity study, along
with typically a public hearing, provide the City with the evidence it needs to
meet its burden of production. Upon meeting the burden of production, the
burden of proof then shifts back to the plaintiff, generally a contractor’s
association, to demonstrate that evidence presented by the public agency is
flawed.

4614 _ at 10-12.
4714 . ar 12.
4814 . at 19,
4914, at 16.
5014, at 19
51r4.

5214, at 17-19
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Completing The Factual Predicate

A governmental entity examining whether there is a compelling interest for the
establishment of a preference program should conduct public hearings to afford
interested parties an opportunity to be heard on the issues. Furthermore,
interested parties should be given an opportunity to make written submissions
prior to the enactment of any ordinance.

RACE AND GENDER NEUTRAL LOCAL PREFERENCE PROGRAMS

Race and gender neutral programs are subject to lower standards of scrutiny from
race and gender conscious programs. However, when the element of locality is
introduced into these programmatic initiatives, other legal standards, including
equal protection, are evoked.

Rationally Related Standard Of Scrutiny

Race-neutral economic development programs and local business programs are
typically subject to the rationally related test. That is, a legitimate state interest
must exist and the means employed to further the interest must be rationally
related to the legislation’s purpose. This standard allows the court to defer to the
judgment and desires of the acting governmental entity. To overturn a local
government action subject to this test, the court must first find that the
government’s actions are arbitrary and capricious. As such, the rational relation
test demands the least amount of scrutiny by the courts.

In Assoc'n. of Gen. Contractors v. San Francisco,®3 the court held that the City
had a legitimate state interest in encouraging businesses to locate and remain in
the City. Two factors were used fo substantiate the City’s interest. First, the court
noted the higher administrative costs of doing business in the City: higher rents,
taxes and wages incurred by disadvantaged businesses operating in the City.
Second, the court noted that the public interest was best served by encouraging
businesses to locate in the City. The court also noted that foreign businesses
could be locally~owned business enterprises (LBEs) by acquiring offices within the
city and paying permit and license fees from a city address.

In Gary Concrete Products, Inc. v. Riley,5* the court held that an LBE bid
preference was constitutional, as the state has a legitimate interest in directing
the benefits of its purchases to its citizens. The court concluded that bid
preferences for residents encourage local industry, increasing the tax base and

53813 F. 2d 922, 945 (9: Cir 1987)
343371 G.E. 2d 335, 352 {S.C. 1385)
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helping the state economy. The statute was rationally related, because non-
residents could qualify for the preference when they maintained an office and
inventory in the state and paid certain taxes.

It is important to distinguish local preference programs based on the residency of
individuals or the residency of a firm’s employees from programs based on a
firm’s local or principal place of business. In the former instance, where
preference is based on the residency of individuals, the government action is
vulnerable to constitutional attack under the Equal Protection Clause as well as
The Commerce Clause and the Privileges and Immunities Clause, two long

standing constitutional principals of law under Art. IV of the United States
Constitution.?3

Preference programs which impose a period of residency before the resident is
eligible to participate in the local preference program has been found to violate
the Equal Protection Clause. In People u rel. Holland wv. Bleigh Construction
Co.,56 the Illinois Supreme Court considered an Illinois preference law which
required every person charged with a public works project or improvement
project to employ only Illinois laborers who had resided in Illinois for at least
one year immediately preceding employment. The court struck down the one
year residency requirement in the statute on the basis that the one-year residency
requirement violated the Equal Protection Clause.5”

Commerce Clause

The Commerce Clause is a complicated provision of the Constitution acting as
an implied restraint upon a state’s regulatory powers on issues relating to
interstate commerce—commercial transactions extending beyond or affecting
more than one state. The Commerce Clause expressly provides that only
Congress may regulate interstate commerce. The clause is an affirmative grant of
power to Congress and an implied restriction on the power of states38 “[The
powers of state and local government] must give way before the superior
authority of Congress to legislate (or leave unregulated) matters involving
interstate commerce.”>?

S5United Building & Construction Trades ©. Mayor 465 U.S. 208 (1983).

5661 Tl 2d 258, 333 N. E. 2d 469 (1975)

57Tke court also upheld that the preference statute did not violate the Privileges and Immunities
Clause. However, in People Ex. Rel Berzuardi v. Leary Construction Co., 102 TLL, 2d 293, 466 N.E. 2d
1019, a subsequent case, the same Illinois Supreme Court reconsidered the constitutionality of the
ordinance found and that the statute did not violate the Privileges and Immunities Clause., 466
N.E. 2d at 1023

58Public Works - Resident Preference 36 ALR 4th 941 § 3[b] p. 952.

5914 at 22
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The United States economy is a collection of transactions between states. Any
number of regulatory actions by one state may have an effect on interstate
commerce.60 As a result, determining how and when to apply the Commerce
Clause is often problematic.6l The courts, in their interpretation of the
Constitution, have clearly found that a state may not establish a tariff wall
protecting its industries or businesses from the competition of industries in
other states and foreign countries merely to promote the economic welfare of its
own citizens.62 A state or municipal law that regulates or has the effect of
regulating interstate commerce is subject to strict scrutiny.

To determine if a government entity is subject to strict scrutiny, the court must
determine whether the local government was acting as a “market regulator” or a
“market participant.” As a market participant, the local government is merely
engaging in its local market and not controlling any commerce other than
commerce issued by the government entity or affecting the government’s
property or matters within its jurisdictional boundaries and authority.63 A
market regulator, however, seeks to control or regulate, not only its own
participation in the market place but also the activities of other businesses and
industries attempting to transact business.®* The end result of such control
affects businesses attempting to conduct business from one state to another. If
the court determines that the local government is acting as a market regulator,
the government action is subject to strict scrutiny.

The U.S. Supreme Court in White v. Massachusetts Council of Construction
Employers, Inc. 65 held that a local hiring preference did not trigger strict scrutiny
under the Commerce Clause. In White, the Mayor of the City of Boston
promulgated an executive order requiring that at least 50 percent of all jobs on
construction projects funded in whole or in part by City funds be filled by bona
fide City residents. The Court held that the City’s preference program was
immune from scrutiny under the Commerce Clause because Boston was acting
as a market participant rather than as a market regulator.® The court deemed
the City to be a market participant because it had imposed a local hiring
preference on those projects it financed. Such municipal action does not trigger
the Strict Scrutiny analvsis under the Commerce Clause.6”

wa.c.M. Window Co.. Inc. =. Bernardi,, 730 F. 2d 486, 493 (7th Cizr. 1984)
Id.

€214, Citing Baldwin v. G.AF. Scelig, Inc. 294 U.S. 511,522 (1935)
631nited Bldg,465 U.S. at 213

614,

65460 U.S. 204 (1983).

661 inited Bldg, 465 U.S. at 213.

675¢e Id. at 495.

MWBE Local Business Disparity Study 1-18 D] Miller & Associates, Inc.
for the City of Evanston (Tfraft Final) January 1996



In W.C.M. Window Co., Inc. v. Bernardi,68 the Seventh Circuit Court of Appeals
reviewed an Illinois state law which provided, in relevant part, that a contract or
public works or improvement project for the State of Hlinois or any political
subdivision, municipal corporation or other governmental unit whether a it was
a state agency or not shall employ only Illinois laborers on such projects or
improvements unless such laborers are unavailable.t9 In this case, the director
of the State Department of Labor brought suit against an Illinois prime contractor
that subcontracted a portion of a public school board project to a unincorporated
association of Missouri residents.”0 The court considered whether the statute
allowed the state to act as a market participate or as a market regulator.

The court stated that if the State law limited the preference to construction
projects financed or administered in whole or in part by the state, the state would
clearly be acting as a market participant. However, the court found the State’s
preference applied to every public construction project in Illinois from local
school board projects to projects let by the local dog catcher, whether or not the
State had any involvement or ownership in the project.’1 As such, the court
held that the State local hiring preference law allowed the State to be a market
regulator with the effect of regulating business and interstate commerce in which
the State had no participation. Therefore, the court ruled that the State law was
subject to the strict scrutiny of the Commerce Clause.

Privileges and Immunities Clause

The primary purpose of the Privileges and Immunities Clause is to ensure a
citizen of State A who ventures into State B the same privileges and immunities
which the citizens of State B enjoy.72 A local preference program which benefits
or discriminates against a company based on the residence of its individual
owners or employvees is in jeopardy of violating the Privileges and Immunities
Clause and subject to a type of strict scrutiny analysis.”3

The application of the Privileges and Immunities Clause entails a three-step
analysis. First, is the ordinance or statute sufficiently fundamental to the
promotion of interstate harmony so as to fall within the purview of the Clause.7
Second, where the discrimination affects interstate harmony is a “substantial
reason” for the discrimination, and where the discrimination is deemed
substantially reasonable does the degree of discrimination bear a close relation to

685ee Supra n. 58

69730 F. 2d at 489.

7014, at 489.

7114, at 495.

72{Inited Building, 465 U.5. at 216; quoting Toomer v. Witsell.

735ee Id. at 210.

7i1d. at 218 (citing Bildwin . Montana Fish and Game Comm'n, 436 U.S. 371, 383, 388 (1978).
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the reasons.”> Third, do the nonresidents somehow “constitute a peculiar source
of the evil at which the statute is aimed.”76

In United Building & Construction Trades v. Mayor, the Supreme Court
considered the constitutionality of a City ordinance requiring at least 40 percent
of the emvloyees of contractors and subcontractors working on City construction
projects o be Camden residents.”” The Court stated that the pursuit of a
“common calling” - working - is one of the most fundamental privileges
protected under the Privileges and Immunities Clause, thus falling within the
purview of the clause.”®

The Court further stated that ownership of the property referenced in the City
ordinance at issue is also a factor (often a crucial factor) in the first step of the
strict scrutiny analysis.”? However, the mere ownership of property does not
render the government action outside the purview of the Clause. In this case,
the Court determined that the opportunity to seek employment with such
private employers is “sufficiently basic to the livelihood of the nation and thus
fundamental to the promotion of interstate harmony that a strict scrutiny
analysis is required.”80

The Court next considered the second prong of the test, whether there was a
substantial reason for the discriminating action and whether the degree of
discrimination bears a close relation to the substantial reason. The City argued
that the ordinance was necessary to address spiraling unemployment, decline in
population, reduction in number of businesses located in the city, eroding
property values and depleting tax base.! The resident preference program ias
designed to increase employment in the City and arrest “middle-class flight”. To
meet the third prong of the test, the City argued that the nonresidents were

benefiting from the City without living in the City and thus, were a source of the
evil.82

Due to lack of relevant facts, the Court failed to decide the constitutional issue of
whether the ordinance was substantially reasonable. However, in the dicta of the
Court’s opinion, the Court stated that states should have considerable leeway to

751d .; (quoting Toomer v. Witsell, 334 U.S. at 396).

761d.;(quoting Toomer =. Witsell, 334 U.S. at 398).

771d. at 218. Also, Municipalities as well as States are subject to the same scrutiny. In United Bldg,
the Court determined that whether the discriminating action was the act of the State or a
municipality of the Stats, the result was the same and any violation of the Clause would be subject
to scrutiny under the Privileges and Immunities Clause. Id. at 217.

7814, at 219. However, in Equal Protection cases the court has previously held that there is no
fundamental right to government employment.

791d. at 221.

8054, at 221-2.

8114, at 222.

821a.
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analyze local evils and prescribe appropriate remedies.”83 The Court also noted
that unlike other statutes that were over-reaching and affecting property, goods
and services that were not funded by or under the control of the governmental
entity, the City’s ordinance was limited in scope to employees working directly
on City public works projects. Based on this discussion, it seems clear that the
Courts tend to find those programs limited in scope and concern to those matters
clearly under the control or ownership of the local government narrowly
tailored or substantially reasonable.

CONCLUSION

Based upon the foregoing discussion, certain basic legal conclusions can be
reached about the availability and legality of a minority and women local
business enterprise program in the City of Evanston. A minority set-aside or
gender based program is still permissible after Croson where there is a strong
factual basis to support a compelling governmental interest and where the
program is narrowly tailored. In establishing the necessary factual predicate, an
inference of discrimination arises upon a showing of statistical disparity. This
evidence should include the appropriate statistical methodology for analysis
including the disparity index. Also, local business programs without individual
residency requirements are permissible as long as the reasons for establishing the
program are not arbitrary and capricious.

8314. at 223 (quoting Toomer v. Witsell, supra, at 396); see also W.C.M. Window Co. Inc., at 497 (In
considering whether the state local hiring law violated the clause, the court stated that although
under United Bldg, the state had considerable leeway, the state must offer some evidence of the
benefits of a residential - preference law in dealing with a problem created by nonresidents).
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Chapter 11 Historical Review

INTRODUCTION

The history of relations between racial and/or ethnic groups in Evanston as well as
between genders, has been different from cities of larger and more diverse
populations. Most issues of discrimination in Evanston focus on the tension
between the White and African American populations. This chapter provides a
historical backdrop for further analysis of economic, race and gender issues affecting
businesses in Evanston and an analysis of the City's utilization of local Evanston
businesses and minority and female owned businesses.

BIRTH OF THE CITY OF EVANSTON

The City of Evanston, llinois was established in 1850-~a result of the efforts of “a
small group of men, visualizling] a great university, around which would spring a
community of desirable citizens.”? Evanston, therefore, grew rooted in the vision of
higher education at Northwestern University. From the beginning, the City was
home to progressive visions.

Evanston is reputed to have been a “stop” on the Underground Railroad during the
Civil War; there is a story of one White resident, a university chancellor, saving a
young fugitive slave by “bodily interfering with her recapture.”? African Americans
began to settle in Evanston in the 1850s, and by the 1870s, an African American
community with 43 residents existed in the city. The first known African American
residents were female domestics.> Following this pattern, employment
opportunities for African Americans emerged primarily from service industries to
White residents.*

Evanston’s citizenry exhibited some reaction against overt racism. Evanston
historian Kevin Leonard credits a history of orderly and moral-tinged paternalism
with influencing demographic characteristics and institutional development of the
city’s African American population.> According to Leonard,

African Americans and Whites interacted according to a code of
behavior generally recognizing Whites as the socially, economically,

1Reeling, Viola Crouch. Evanston: Iis Land and Its People. Daughters of the American Revolution,
Fort Dearborn Chapter, Evanston, 1928. p. 1585,
2Evanston Review, “History of Evanston’s Blacks: 1850-1930.”
iTh:‘s is Fvanston. League of Women Voters of Evanston, 7¢h Edidon. 1985,

Id.
SLeonard, Kevin. ~Paternalism and the Rise of a Black Community in Evansion, llinois: 1870 -
1930." Masters Thesis, June 1982,
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and politically dominant group. The pernicious effects of slavery
retarded social and intellectual development [of African Americans].
African Americans remained stigmatized by race and, whether aided
or pitied by patronizing Whites, a permanent division between the
races remained unchallenged.$

At the turn of the century, White residents of Evanston, fearing turmoil like the
Chicago race riots of 1919, were somewhat responsive to the needs of the City’s
African American community which, by 1910, numbered over one thousand,
Leonard says.

Evanstonians looked at their own African American community and
found that African Americans suffered from a dearth of adequate
housing, recreational facilities, and health care. Whites responded to
these conditions through institutional paternalism contribute[ing]
money toward construction of an African American YMCA as well as
other segregated institutions, and formed a variety of associations to
encourage self-help type programs within the African American
community. There were no major challenges to the separation of
races...Basically, however, Whites were less concerned about the
second-class legal and social status of African Americans than they
were about the social consequences of such status: poor housing,
delinquency, and crime.”

Leonard asserts that this pervasive paternalism helped to give rise to an alternative
image of Evanston distinctive from both Southern communities with Jim Crow laws
and neglectful urban communities. Evanston, on the contrary, was painted as a
racially harmonious city. Beneath the image, however,

African Americans and Whites engaged in a paternalistic system of
race relations that shaped African American community organizations
as alternatives to African American participation in White institutions.
African Americans participated in a segregated community life for self-
protection as well as self-definition.§

HISTORICAL OVERVIEW FROM WORLD WAR II AND BEYOND

The Chicago job market attracted thousands of African American Southerners
during World War II. Many southern families also found their way to Evanston

fLeonard, p-1-2
‘Leonard, p. 3.
SLeonard, p. 49.
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during the “Great Migration” north.? The African American population of Evanston
grew from 1,160 in 1910 to 2,522 in 1920, and to 6,000 by 1945. A pattern of informal
steering emerged after the first World War as high rents forced these new African
American residents into older, crowded buildings on the west side of the city.10 In
1940, the median value for a White-owned home was $9,502; for an African
American-owned home, it was $3,836. By 1950, the average value of a single-

dwelling home was 520, 297, and in “the Negro neighborhood,” the median value
was $11,021.11

The reaction to this migration of African Americans to the City by White Evanston
residents paralleled that of their counferparts in other cities. One observer later
described the period as one of growing tension:

The old order in Evanston wrote its own epitaph at its inception. It
was a White, middle class order, and in ignoring the original
heterogeneous make-up of the City it worked only for its own
betterment, and eventually, its own demise. A mayoral comment in
1945 that Blacks should not be allowed to increase to greater than ten
percent of the total population...”A too large population in this group
would soon niean poorer schools, streets, municipal services. This would not
be in the interests of those non-White now here” showed the insensitivity
of the power structure to the racial makeup of this town.12

The decision by the World Council of Churches to hold its national conference in
Evanston in 1954, acted as a “catalyst for integration” for the city.13 The council
urged Evanston to “abolish its discriminatory practices” in order to present an
image of progressive race relations. This order led almost directly to the 1953
Inventory of Human Relations in Evanston, a city-wide study of the state of
education, housing, employment, churches, and recreation. Tt concluded that,

QOurs is a privileged community. Ours is a community in which there
has been real progress in race relations. Through this community
inventory, we can better see what progress still must be made and in a
friendly spirit continue our progress——without recrimination, yet with
determination to make ours a privileged community for ail.l?

9See Lemann, Nicolas (1991). The Promised Land New York: Vintage Books; and Grossman, James R.
“Blowing the Trumpet: The Chicago Defender and Black Migration During World War L.”  Illinois
Historical Journal, 1985.
"-;DH wman Relations in Evanstan, Evanston Interracial Council, October 1953. p. 12.
4, p. 13.
12North Shore Examuner, fune 25, 1970.
1314,
M uman Relations in Evanston, 1953, p. 3.
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The report had few long-term results, and the goals stated in the report were never
truly realized. However, the World Council of Churches Conference in Evanston
led to a renewed investigation into race relations by city officials and was later called
a “catalyst to integration” for the City!5. In 1964, the newly established Evanston
Community Relations Commission (renamed the Evanston Human Relations
Commission in 1969) issued the report, “Inventory ‘64: A Study of Hurman Relations
in Evanston.” The report recorded six public meetings on the topics of employment,
housing, education, justice, health, and recreation; reports from local schools and
housing associations; and, survey and study results of sampled Evanstonians.’6 The
City was among the most active in the nation at this time in addressing the concerns
of its minority citizens.1”

However, there was growing recognition of a tension behind this progressive image.
In 1960, a local race survey indicated that 61 percent of Evanstonians (and over
70 percent in the predominantly minority 5th Ward) felt that race relations were a
problem.1® Equal opportunity for housing and jobs was deemed inadequate by a
majority of respondents in the 5th Ward and by nearly half of those surveyed.
By 1969, the Evanston Review reported:

Black leaders interviewed in recent weeks unanimously charged that
many of their race in Evanston are restricted to housing which is
abysmally inadequate. That the city’s Black community is subjected to
vocational, economic, and educational discrimination. That its
members are systematically denied the respect and dignity which is
the birthright of every man.19

Despite these lingering issues and concerns, however, Evanston officially clung to its
image as a progressive and integrated community. In 1967, the Evanston Chamber
of Commerce, for instance, wrote an article entitled, “Evanston on The Move,”
praising Evanston’s racial fairness and cheering the City for its integrationist
efforts.?? Members of the NAACP, the Urban League, and several African American
churches and social groups were so outraged by the column that they paid for a
full-page advertisement in the Evanston Review to counter the writer’s claims. They
wrote:

The November 9, 1967 article entitled “Evanston on the Move” was
extreme and ill-advised. Its views were either a direct contradiction of
the conclusion that Evanston is a forward moving community or were

15North Shore Examiner, June 23, 1970.

o1mventory ‘64 A Study of Human Relations in Evanston. The City of Evanston Community Relations
Committee, 1964,

Y7Chicago Tribune, June 6, 1995, “Bvanston High Admits Minority Gap.”

ISEvanston Review, May 71564,

Y Evanston Review, May 12, 1969, “The Changing Mood of Local Blacks.”

2OEvanston Review, November 9, 1967 “Evanston on the Move.”
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the amblings of a group poorly informed about, or in disregard of the
development of grievous conditions in the community. These
grievances are not new. The Chamber article was equally impressive
in its oversimplified answers to extremely complex problems.?!

Some of the concerns referenced in the document included discrimination in schools
and police brutality. The groups urged “the initiation of a meaningful dialogue
between all sections of the community” instead of attempts to sweep problems of
racism under the rug.

Only in the last two decades have the Hispanic and Asian American populations
gained a political voice and been recognized as viable minority populations.
Evanston’s Asian population, in particular, jumped 76 percent between 1980 and
1990,22 and now numbers in excess of 3,500.2% Similarly, members of Evanston’s
Hispanic population, which grew by 56 percent in the 1980s,?¢ have formed the
Evanston Latin American Association and other groups to raise awareness of issues
in their community. Of Evanston’s 73,233 residents in the 1990 census, 22.9 percent
were African American, 4.8 percent Asian, and 3.7 percent Hispanic. Women began
taking part in Evanston’s political matters through the Women’s Christian
Temperance Union, and have remained a strong and distinct voice in the City
throughout the century. However, they have faced familiar barriers to participation
in government and business as have women from other urban areas.

Tt is difficult to establish a pattern among the tensions between groups in Evanston,
due, in part, to a lack of documentation of significant court cases regarding racial
discrimination in employment. Moreover, as an African American community
activist whose family has resided in Evanston for three generations said,

Why would anyone tell you [about discrimination]? They don’t want
you to look it up in the law books...It's supposed to be a liberal town.
Because one complains or not...doesn’t mean that discrimination
doesn’t exist. It is covert now...It is difficult to find.2>

Similarly, according to one report, “Some Whites said they are hesitant to speak
openly about racism in the community, saying that, in Evanston, people have
learned to watch what they say, where they say it and to whom.”?¢ In fact, officially,
Evanston has a remarkable reputation. The Chicago Tribune, for instance, called
Evanston “the verv picture of diversity,” and said the town was “legendary for its

23 Epanston Review, November 1967. Advertisement, “An open letter to the community”.
22Chicago Sun-Times, February 23, 1992, “Evanston: Racially Mixed—and Divided.”
23Chicago Sun-Tines, May 24, 1992, “Top 20 in Asian Population.”

24Chicago Sun-Times, February 23, 1992, “Evanston: Racially Mixed—and Divided.”
LiInterview, June 15353,

26Chicago Tribune, March 16, 1992, “Melting Pot in Evanston Boils, Cools.”
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capacity to form commissions and panels to examine and attack any identifiable
problem and wrestle it to some sort of solution.”?”

The history of race relations in Evanston, then, emerges from the tension between an
official transcript, created in the image of progressive policy, and an unofficial
transcript, witnessed in the spoken and unspoken complaints of minority residents,
court cases settled out-of-court, and years of broken promises and complacency by
city officials. What is offered in this chapter is the historical context of the racial and
sexual discrimination in the public and private sectors, with particular attention paid
to patterns of formal complaints and legal action surrounding such discrimination.

In the late 1960s, with the advent of several African American-owned businesses,
significant numbers of African Americans moved out of primarily menial and
service jobs and into professional positions for the first time. These minority
businesspersons also began to form their own support networks. The African
American Business and Professional Association, organized in 1969, was intended to
“enhance the image of Evanston’s African American business and professional
people and to help unify the city’s African American community.”?8 The
Association stressed economic development, self-determination, and encouragement
of African American vouth to pursue professional careers. African American
businessmen also joined to support FOCUS (Federation of Citizens for an
Unsegregated Society) and become more visibly active in community affairs, such as
issues of school reform.2?

The growth of African American professional organizations developed in the
context of greater recognition of the civil rights struggle in Evanston as the Southern
Christian Leadership Conference opened an office,30 and James Meredith led a
march that began in Evanston and ended at the Municipal Building in New York.
Evanston was chosen as the starting point to “organize local community
improvement associations...[that] would be involved in political activity, clean-up
campaigns, and community pressure groups.”31

The role of professional women earned greater significance in Evanston beginning in
the 1960s. However, the professional women's groups at that time were primarily
White and limited to specific professions. The Evanston North-Shore Board of
Realtors was recognized nationally for its pioneering work with female realtors, who
had been on the Board since 1918.32 It was estimated that in 1964, over 41 percent of
women over the age of 14 in Evanston were employed, a percentage that is

27Chicago Tribune, August 20, 1994. “Attitude Along the Lake; Evanston Not Just Another Suburh.”
2BEzanston Review, February 24, 1969.

29 Evanston Review, October 20, 1969.

3 Evanston Review, May 2, 1968,

31 Epansion Review, July 10, 1969.

32Epanston Review, January 31, 1968.
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significantly higher than national or state averages.>3> Though the majority of the
jobs were concentrated in office support and the service industry, several women
held positions of considerable power in private industry.3 Women participated in
back-to-work svmposiums designed to aid married women in reentering the
workforce.35 The City’s women “got their week to shine” in the City’s celebration of
National Business Women’s Week,3¢ and the Women’s Committee of the Evanston
Chamber of Commerce sponsored various events in which women “listened...and
wondered if they could do it [i.e., get a job],” according to the Evanston Review.3

There were few cases of charges of discrimination among private businesses in
Evanston during this period. Ruby Murray, a full time teacher at the Oakton School,
opened the International African American Arts Gallery in 1973.3% She later charged
that the Evanston Arts Council Board practiced discrimination by not considering
her proposal for museum space in the Noyes School Cultural Arts Center.>’ The
complaint tested the “cultural diversity” clause of the District 65 School Board lease
for Noyes School betswween the district and the City of Evanston.

Segregation of Public and Private Facilities

In 1927, the Bureau of Colored Work of the Playground and Recreation Association
of America studied local conditions for recreational policy. The author of the study
asked, bluntly, “Which agencies are reaching these people?”#¥ The study proceeds
to detail the segregated institutions that served African Americans at the time:
15 fraternal organizations, a separate YMCA on Emerson Street, the North Side

Community House (for working colored women in the city}, and African American
churches.

Importantly, the report includes no reference to any public institutions that provided
services to both White and African American residents. In fact, there was no
swimming pool in Evanston Township High School until the late 1950s, and when it
was constructed, it was only available to White students.*! African American
students were forced to use the swimming pool at the Emerson YMCA. The first
integrated swimming pool in the City was not constructed until the 1960s.

33Chicago Tribune, August 20, 1964.

HEvanston Review, January 31, 1963 and October 21, 1968.

35Evanston Review, August 21, 1969,

35Fvanston Review, October 21, 1968,

37Evanston Review, October 2, 1969.

3BEvanston Review, March 13, 1973,

39 Epanston Review, October 21, 1976.

WAatvel, BT In~A study of local conditions, with recommendations, affecting the recreational
policy for colored citizens of Evanston, IL.” Field Director of Bureau of Colored Work, Playground
and Recreation Assoc. of America, June 1927.

#nterview, Mark Burnett, historian, Evanston Historical Society, April 1995.
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Health care was also segregated in Evanston. In 1900, it was the policy of local
private hospitals “to admit African American patients and African American doctors
only in dire emergencies.”*2 Two influential African American residents,
Dr. Isabella Garnett Butler and her husband, Dr. Arthur Butler, opened a floor of
their house as & sanitarium. In 1928, they opened the Community Hospital of
Evanston to work in cooperation with two larger hospitals, St. Francis and Fvanston
Hospital. It was considered one of the great success stories of the African American
community in Evanston. Still, many residents were not happy with the separation

of services, and spoke openly about the division. One White Evanston resident, for
instance, asked:

Why must we continue to have separate hospital facilities for that part
of our population which serves us in so many intimate ways—cooking
our meals, driving our cars, caring for our most precious possessions,
our children? Our public and parochial schools, our shopping
facilities, our theaters, etc., are open to them. Why not our hospitals
too? I am sure that the color of skin on the patient next to me in a
hospital ward would not affect my recovery.43

Many minority citizens protested the enforced segregation of Evanston’s public and
private facilities during the 1940s and 1950s. One long-time activist and veteran of
the Civil Rights movement, says he and other African American residents began
demonstrating against Woolworth’s, Cooley’s Cupboard (restaurants), and the
Varsity and Coronet Theaters (movie/entertainment), as well as First National Bank
in the late 1950s, in order to raise awareness and break the segregationist barriers in
the city.

Development of MWBE Program

There were very few minority contracts for city jobs prior to the establishment of an
affirmative action program in 1973. As a result of lobbying by then-superintendent
Coffin, Leon Robinson secured a busing contract with the City in 1965.4¢ The Black
Businessmen and Professionals Association urged City banks to function in an
affirmative manner with loans to minority residents, but the banks’ activity prior to
1973 was short-lived.*

In the 1970s, however, Evanston took one step toward developing a minority set-
aside program with regard to its purchase and construction contract bidding
procedures. The City recognized that minority businesses (defined as 51 percent
owned by an African American, an individual with a Spanish surname, a Native
American, an Asian, or woman) had been underutilized and disadvantaged by the

*>Evanston Historical Society Newsletter, Sept. Oct. 1984.
*3Evanston Review, July 27, 1950.

“"_;_Bennett Johnson, Interview, August 1995.

5.

MWBE Local Business Disparity Study for I-8 D.J. Miller & Associates, Inc.
the Citv of Evanston April 1996




bid structure. Therefore, the City of Evanston passed Resolution 59-R-73 (A
Resolution Creating an Affirmative Action Program Directed Toward the Utilization
of Minority Business Enterprises).*

There were, however, limits to the resolution. The City never established a
numerical goal nor did the City establish an office that supported the resolution.
Instead, the City asked each department to set aside small contracts for minorities
and asked prime contractors to “actively solicit bids from the subcontractors of
goods and services from qualified minority businesses.” Minority businesses were
given insubstantial contracts with the City (grounds and building maintenance, for
example), and this pattern persisted for more than a decade in the City of Evanston.
The Commercial Division of Evanston’s NAACP monitored the City’s program and
found that the prime contractors were almost never in compliance with the tenets of
the resolution. Executive Director John Harris, who helped to draft the affirmative
action plan of 1973, said he feels that the intentions of Evanston businesses and city
government “were never honorable.”*7 Fellow NAACP member, Bennett Johnson,
added that “there was never an active and aggressive plan, it was a case of benign
neglect...throw [minority businesses] a bone.”

In 1978, Aldermen became uncertain as to whether the reverse discrimination ruling
of the Bakke case would have an effect on the City’s policy to reserve confracts for
minority contractors.#® They were unprepared for a defense of the set-aside
program, but felt that “there should be a national strategy to keep this issue in the
courts and push for some clearly defined laws.”

In one of the first publicized suits concerning contracting with the City, John Whyte,
a minority contractor who operates a snow removal company, wrote letters to the
NAACP and Evanston Human Relations Commission suggesting that, under civil
rights laws, he and his associates were discriminated against by not being hired
during the Blizzard of 1979. The agencies were not given adequate time to
investigate before he sued the City for damages and lost wages totaling $370,000.°
The case was dismissed by a U.S. District Court Judge, who cleared the City
manager and public works director of all charges, and asserted that the City did not
deny a minority contract to Whyte on the basis of racial discrimination.30

The first contracts secured by minority firms under the set-aside program were
limited almost entirelv to landscaping and other small contracts. A report in the
local Evanston newspaper showed that the scope of minority contracts continued to
be limited, even ten vears after the original resolution to create an affirmative action
program for minority owned firms. For the proposed 1982-83 set-aside program,

*6Resolution 59-R-7'3 establishing Minoritv Set-Aside Program, 1973.
*7Tohn Harris, interview, August 1995.

*BEpanston Review, July 6, 1978.

*9Ecanston Revizw, March 22, 1979.

*0Evanston Reviaw, NMay 8, 1980.
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$59,200 was earmarked for minority firms: $18,000 for landscaping; $5,500 for
window washing; $3,700 for extermination; $9,000 for painting; and, $23,000 for
janitorial services.5!

in 1982 and 1983 $125,000 was earmarked for housing rehabilitation contracts with
minority firms. During the 1981-82 fiscal year, $98,000 had been earmarked for
minority contractors. According to the report from the public works committee,
however, less than half of the earmarked dollars was spent with minority firms. The
report indicated that the City’s failure to expend the amount was due to:

...failure of projects to attract bidders, lower-than-expected costs on
some projects, and contracts that were awarded late in the year and
were not paid in full when the reporting period ended.52

The article also mentions that the City staff had met with the president of the
NAACP to discuss the possibility of developing a local program to assist minority
businesses.

One of the key concerns in Evanston’s African American community regarding
public employment in recent years has been the Northwestern University/Evanston
Research Park project. Minority contractors said they organized a group of minority
contractors capable of assisting in the work, but found little interest from the City.53
In a public meeting that included aldermen and NAACP members, the developer of
the research park, Shaw and Co., asserted that an agreement between the City and
the university determined a 20 percent minority contract participation level.54 One
NAACP member at the meeting supported Shaw & Co., according to the Evanston
Review article, stating that Shaw & Co. was supportive of minority involvement from
the beginning. Others at the meeting showed that prime contractors were already
advertising for minority subcontractors in Evanston papers.35 Yet, other NAACP
members greeted Shaw and Co.’s promises with skepticism. Bennett Johnson, for
instance, said:

Northwestern and Evanston have a history of racism. (Their) approach
was paternalistic. You need a program to assist subcontractors to be
prime contractors. In the final analysis, it is a matter of money. If the
minority contractor has access to a line of credit, he can do the job.56

S Epanston Rewiew, April 13, 1982,

S214,

§3Bennett Johnson, Interview, August 1995.
3 Eranston Review, December 10, 1987.
:ESEmnstou Review, December 10, 1987.

5614
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Recently, the Evanston chapter of the NAACP held public hearings on the issue of
minority participation in construction projects.’? Minority contractors commented
on verbal abuse, constant layoffs, poor job protection, and second-class treatment at
city-funded construction projects. The City of Evanston reported that one laborer
who was terminated without cause felt that “it was like a clique. Just by virtue of
my race, I was not a member of the clique.” Another worker, who had completed a
training program in tunneling work, said, “They don’t want you in it, and want you
to have the feeling they don’t want you in it.”>8

Critics contend that the City of Evanston’s lack of responsiveness has allowed even
minimal minority participation of past decades to dwindle.>® The executive director
of Evanston NAACP’s Commercial Division argues that the City of Evanston has
“no intention to let minorities be entrepreneurs.”®¥ He claims that contractors
frequently impose impossibly high standards on minority companies securing
contracts to force them off of projects—it may take City engineers six months to
develop a cost estimate, while minority contracting engineers may be given only six
days to develop the same budget numbers. Moreover, the largest profits for most
firms are a result of change orders which come at the end of a constructing job.
Harris says, change orders are often not provided for minority firms—if work
extends beyond the completion date, a minority contractor must suffer the loss.

Some Evanston activists have brought busloads of people to local sites to observe
working conditions and demonstrate against the lack of minority involvement in
construction projects .61

Private Business in Evanston

A handful of renowned African American entrepreneurs in Evanston’s early years
accounted for the first minority owned businesses. Nathan Branch, a runaway slave
from Virginia, began with one wagon and started an express freight service that
lasted for a decade. Henry Butler established the first African American livery
stables, eventually replacing horses with gas-powered engines, and starting one of
the first cab companies in the City .62 William Twiggs, who attended elementary and
secondary school in Evanston, founded the Afro-American Budget, one of the state’s
first African American periodicals.

In the past, the City has taken some steps to support and promote women'’s
involvement in business. The mayor declared a Business Women’s Week in
Evanston in 1950, an event sponsored by the Business and Professional Women's

?7&;&115!011 Review, September 23, 1993.
33Evanston Review, September 30, 1993.
5‘9]0}11:1 Harris, interview, August 1995.
5014,

611ohn Harris, interview, August 1995.
62National Urban League, Jan./Feb. 1945.
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Club. The mavor urged all Evanstonians to “rededicate[d] [your]selves to building a
strong country and peaceful world through offering full parinership in business and
the professions to all citizens.”®> Women had already been encouraged to take
leadership roles in the field of real estate. The Evanston-North Shore Real Estate
Board, in contrast to the Chicago Board, which banned women members until
1950,64 elected a female president in 1930.6> As one article stated, “One of the
principal concerns of realtors is providing housing for families, and that is a
specialty that should exactly fit many women.”%6

Past and present activity denote a different attitude toward minority businesses
within the Evanston community. Local banks have made little effort to establish
community reinvestment projects for the minority community. Bank One added
Leon Robinson to its board of directors, as a symbol of commitment to the minority
community, and State Bank hired a minority staff person to handle public relations.
Yet, few tangible results came from such efforts.

Northwestern University, the largest single employer in Evanston, was the focus of
two U.S. Department of Labor investigations stemming from allegations of racial
discrimination after the firing of four African American employees who took part in
a federal job training program (Comprehensive Employment Training Act, CETA).7
The class action suit against Cook County and Northwestern was settled out of court
with the representation of the Cook County Legal Assistance Foundation.®®

By the 1970s, civil rights legislation and federal programs such as Medicare and
Medicaid opened hospitals that had been previously closed to African American
patients. The Community Hospital, the recognized African American health care
institution, received federal funds but finally closed in 1980, perceived by some
Evanstonians as “less needed” than before.6?

Nevertheless, Evanston Hospital has been charged with racial discrimination in
hiring and contracting. Four hospital employees, including the director of
housekeeping services, filed a complaint with the federal EEOC and state
Department of Human Rights which stated that they were unjustly fired after
another company took over management of the hospital.7? Three additional
employees filed complaints in the following weeks.71 At the request of the former

63Fuanston Reviese, November 12, 1950 “Evanston to join observance of business women's week.”
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employees, the U.S. Department of Justice eventually intervened and offered to
mediate the dispute.’2

Other private companies in Evanston have been charged with discriminatory
practices as well. A salesperson for Cablevision, Inc. filed a complaint with the
Evanston Human Rights Commission charging that the company hired African
American salespersons to sell subscriptions in predominantly African American
areas of the city, but then fired the employees when they expressed a desire to sell in
the predominantly White areas of Evanston.”3

The Evanston YAWCA Shelter for Battered Women was challenged with charges of
racial discrimination as well. Njoki Kamau, a Kenyan woman who rose from client
to director, was dismissed in September 1990, and subsequently asked the Evanston
Human Rights Commission to investigate the firing.7¢ The Commission held that
there was no discrimination: “nothing our analysis of statistics (on changes and
turnover in staff) indicated to us there was a discriminatory nature to the
terminations that was part of a pattern we can’t go on hearsay.” Kamau then filed a
complaint with the EEOC, saying that “if the whole commission cannot find
elements of racism when in fact the statistics are so clear, then either this commission
does not care or it is rigged.”

Rotary International, a nationally recognized organization that originated in
Evanston, has been accused of gender discrimination. In 1978, the organization
expelled a California chapter that broke a 73-year old law and allowed three women
into its ranks.”5 Officers of the Rotary Club as well as Evanston Kiwanis defended
their rules, but stressed that “above all, Rotary is alive and not hiding from the
question. It faces the issue head on.”76

An accepted sentiment in the Evanston area is reflected in interviews conducted
with owners of small and large businesses in the region. In general, as the Evanston
Review suggests:

{P)rogress has been made in the overall area of affirmative action, and
more minorities are being promoted to upper management jobs than
before. (Still) some companies admit that a small percentage of
minorities hold professional and official/managerial type posts; a
larger percentage tends to hold lower-ranking jobs, working as clerks,
lower level skill jobs, and as laborers?7.

72Ezanston Review, Sept. 1,1983.
73Evanston Review, Tune 2, 1983.
“*Epanston Review, April 18, 1991.
7SEpanston Reviegzo, Narch 30, 1978.
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77 Evanston Reviewr, May £, 1959
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Few minorities in Evanston have progressed beyond the ceiling of middle

management, and the history of public employment in Evanston does not offer a
very different perspective.

Public Employment

Until the 1930s, almost all work for African American residents was either domestic
service or menial labor. The American Steel and Tube Company, the largest
manufacturing employer in Evanston, had a majority of African American workers
in their factory.”® In 1938, the national employment census revealed that eight
percent of African American workers, compared to only two percent of White
workers, were unemployed.”® There were few public efforts made to place
unemployed African American workers, who tended to be between 25 and 45 years
old, according to the article. Twenty years later, minority unemployment problems
still lingered. In an effort to increase activity in job placement, the NAACP
undertook a survey of available jobs in 1958, and tried to match them to workers
with various skills.®?

At the end of the 1960s, African Americans held 16 percent of the public employee
jobs in the City of Evanston#! The greater majority of these workers were in the
park and streets departments. There were only two African American fire fighters
(out of 102) and ten African American police officers (out of 158). Three African
American aldermen complemented 13 White aldermen, although no other publicly
elected officials were African American. Overall, ten percent of all appointed
positions were staffed by African American Evanstonians, most on the Human
Relations Committee and an advisory committee on Community Conservation.

Discontent over the lack of advancement of minority public employees came to a
head in this period. In 1969, every African American officer on the police force
signed a confidential report addressing “racial inequities and low professional
standards of recruiting, training, transfer, promotion, and use of force.”82 The report
stated that the history of African Americans in the department, begun in 1920, is “a
tragic and sordid indication of racism as it exists ‘Evanston-style’. In the past four
years we find ‘tokenism’, attempts of the now very cognizant city fathers to adjust
this situation.” The report was issued publicly in 1970, in an effort to re-address
these issues. Although Chief of Police Giddens, who had prohibited the officers
from discussing the issues with the City manager, had resigned in 1969, issues still
remained, such as the “pigeon-holing [of] Black officers for purely field duties not
planners or administrators.” The report admitted that City efforts to recruit police
from the African American community “tends to some sort of quota system.”

7BEvanston Review, February 17, 1983 “History of Evanston's Blacks: 1850-1930"
79Evanston Index, Mav 26, 1938 “Negroes top jobless list in Evanston.”

80Euanston Review, April 3, 1958 “NAACP group to make survey of jobs for Negroes.”
81City of Evanston Interdepartmental Memorandum, January 1 1969.

82Epanston Review, November 19, 1970.
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This report provided the foundation for a bias suit brought by three Evanston police
officers, charging racial bias in Evanston Police Department hiring and promotion
policies. In August 1973, the suit was settled by court order to promote two of the
three officers to the rank of sergeant.83 However, the City did not obey the court
order, and competing charges developed between African American and White
officers.®* The length of time for which officers would be eligible for promotion
proved to be an obstacle; negotiations broke down as White officers refused to
compromise on their two years’ eligibility and defer to the promotion of African
American officers to the rank of lieutenant.8>

In 1973, six African American candidates for Evanston’s fire fighting force brought a
$600,000 class-action suit against the City.5¢ The men alleged that the City racially
discriminated in recruiting, examining, and hiring firefighters. Over a three-year
period, the suit was consolidated and filed three times, without progress. The suit
would not be dismissed until 1978, when U.S. District Court Judge Joel Flaum stated
that “though there is a disproportionate impact on African Americans, the plaintiffs
have failed to allege such tests swwere administered intentionally to violate their
rights. They neither plead the existence nor offer proof of a discriminatory intent.”
In May 1980 one firefighter was still awaiting a $2,400 out-of-court settlement with
the City’s insurance agency over the 1974 discrimination suit.87

The City of Evanston, in an effort to remedy unfair labor standards, enacted a Fair
Employment Practices Ordinance in 1974, guaranteeing equal opportunity to secure
employment regardless of race, color, religion, national origin, sex, etc. in all
Evanston businesses.55 This original proposal, introduced by the council’s human
services committee, pertained to all employers, regardless of size, doing business in
Evanston. However, after a deadlocked city council vote, which was broken by
then-mayor Edgar Vanneman, Jr., the ordinance was confined to only employers
doing business with the Evanston city government. It calls for “filing of charges
with the City manager by persons who feel themselves the victims of discrimination
by city hall or businesses contracted to the City. If the City manager feels there is no

merit to a complaint, the complainant can appeal to the city’s human relations
commission”.8%

Opponents to the original proposal argued that the ordinance was “overkill”—it
would not apply to all businesses equally, and would discourage business growth
due to expensive vulnerability to “sour grapes employees.” Mayor Vanneman

83Evanston Review, August 19, 1976.

i manston Reviezo, November 4, 1976.
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stated that his parents owned a “ma and pa grocery store” and, that he, himself, ran
a one-employee business, both of which would be held liable if they chose a
secretary or clerk “which wasn’t part of a minority group.” Proponents insisted that
such ordinances existed in other Hlinois communities without onslaught of suits
against employers, and that the Mayor’s ordinance would wipe out the ability to
monitor larger businesses which may discriminate.®

In 1975, the City of Evanston responded to EEO guidelines and developed a
program of equal employment opportunity which took “affirmative action to correct
underutilization of minorities and women throughout the organization”.®* The
program, which set hiring goals for 22 city departments, called for the hiring and
promotion of 152 people, 111 of whom were to be female employees. Over five
years, the City planned to hire 31 female firefighters, 20 female police officers, as
well as hiring or promoting 11 minority police officers and 17 minority firefighters.
The plan included promoting minorities to “one lieutenant or captain post and three
to sergeant positions.”®2 As the City manager stated, “[W]hen you take into account
the inequities wrought by history, a neutral policy has a disproportionate impact on
particular categories of people. This has been a very active and successful program,
but we must develop a formalized method to accomplish our goals and document
our achievements, a method that traces our activities and identifies areas of need.
That method is affirmative action. We will have problems.”*?

Evanston was cautious in the implementation of its Fair Employment Practices
Ordinance. Following the tumultuous process of passing the ordinance and the
Supreme Court’s Bakke decision, there was considerable anxiety in Evanston’s
African American community about charges of “reverse discrimination.”

In letters to the Justice Department, Civil Rights Commission, and Treasury
Department, the Evanston branch of the NAACP requested a federal probe of a
“clear pattern of racial discrimination” in the hiring policy of the City of Evanston.?*
Although some African American city employees stated that the charges were
overblown, Frank Morris, education director of the chapter, disagreed. He alleged
discrimination in the following instances: police brutality to African Americans;
police departmental discrimination in hiring and promoting African Americans;
Evanston Township High School’s suspension of a disproportionate number of
African American students; and, the Evanston Arts Council’s resistance to a new
African American arts display in an unused school building (see Ruby Murray,
above). Moreover, activists say, it often took threats of union action in the fire,
police, and sanitation departments by local community organizers to pressure the
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City into addressing complaints of discrimination.?> When she was president of the
Evanston-North Shore Chapter of the NAACP, Alderman Summers, said:

I don’t think we have moved far enough. Evanston has an affirmative
action program, but outside of the fire and police departments there’s
only a minimum amount of training for employees. It is one thing to
say the Citv promotes from within but without adequate training
there’s little opportunity for advancement.?

In 1976, Clifton Sayvles and the Cook County Legal Assistance Foundation again
charged the City with discriminatory employment services. Sayles was dismissed
from his post with the Evanston Department of Parks, Recreation and Forestry. His
suit alleged that the majority of temporary, part-time employees are African
American, and that denying them civil service status violates their 14th Amendment
civil rights.?” The City attorney asserted that civil service status was reserved for
full-time personnel.

Thomas Fuller, the commissioner of the Metropolitan Sanitary District (MSD) at that
time, called the MSD's hiring practices discriminatory against Blacks, Hispanics, and
women.?® In 1980, only 5 of 166 workers were Black or Hispanic, and no women
worked in the MSD. Fuller called for a resolution that 25 percent of the agency’s
work force be made up of minorities and women, and if the resolution did not pass,
he would file an EEOC complaint. The written examination, according to Fuller, has
more restrictive rules than the state has for itself.

We believe the restrictions are illegal in light of recent Supreme Court
rulings governing the civil service system. We are forced to hire
according to the exam, but not according to competence.

The affirmative action plan which the City of Evanston presented in 1975 did little to
deter the charges of discrimination in the fire and policy departments. Five African
American firefighters (one of whom was one of the original six firefighters who filed
suit in 1973) filed complaints with the U.S. EEOC in September 1979, charging that
the City’s written examination for promotion to captain discriminates against
African Americans.®? An EEOC commission concluded that “the subjectivity of
promotional evaluations is questionable [and] it is likely that no African Americans
will be promoted in the foreseeable future.” Another letter from the commission
found that “there is reasonable cause to believe that the [alleged discrimination]

95Tohn Harris, interview, August 1995.

96 Evanston Review, Julx 6. 1578,
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charges are true.”192 A special citv council committee called for a “Blacks-only”
promotion exam, which the plaintiffs rejected and, in turn, filed suit against the City
in July of 1980.1%1 Their request for an immediate freeze on the promiotion of a
White firefighter was denied within days of the filing.

Two firefighters, one White and one Japanese American, filed complaints with the
EEOC months later, citing the City council’s proposed “Blacks-only” examination as
discriminatorv to non African American firefighters.192 The situation in the
department deteriorated again when Fire Chief Glen Ayers refused to comply with
the Blacks-only promotion exam and asked to be fired by City Manager Edward
Martin.103 Assistant Fire Chief Sander Hicks complied, and three African American
firefighters (including two plaintiffs in the pending suit) were promoted. Local
newspapers wrote of the “widening racial gap” and tensions on the fire force; one
columnist in Evanston spoke highly of Avers and stated that “[i]t’s not that Evanston
is biased for or against African Americans, it’s just that the federal government [and
the EEOC] are sticking [their noses] in the city’s business.”!% In June 1982, a U.S.
District Court judge dismissed the racial bias suit of July 1980.10>

The examination for hiring to the fire department again came under criticism when a
female applicant filed a complaint with the EEOC on the grounds that the physical
agility test was discriminatory against women.106 A class action suit on behalf of 33
women emerged from this complaint, and the City was approached to settle
out-of-court.1?” At the time (1987), there were no women working as firefighters in
Evanston. The plaintiffs charged that the City has no “justifiable reasoning” in
adopting a passing time score for the agility test, and that there was no “direct
evidence” of a job analysis before drawing up the test itself.108

Promotional examinations again became a topic of discussion in the early 1980s, as a
federal judge barred the City from using an examination administered to African
American and White sergeants seeking promotion to lieutenant.1%? The test had not
been validated by the EEOC, violating a court approved agreement the City made in
1977, this agreement emerged from the 1974 lawsuif in which African American
officers charged the City with svstem-wide discrimination against African
Americans in promotions and job assignments. The City corporation counsel Jack
Siegel responded to the EEOC challenge, calling it “full of prunes gobbledy-
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gook.”110" Within a year, a federal judge had set quotas for the future promotion of
African American police officers in Chicago, and Evanston responded by offering an
out-of-court settlement of the racial discrimination suit that prevented the City from
filling lieutenant vacancies since 1982.111 The EEOC favored ranking groups of
candidates, rather than individuals, which would favor African American
candidates under the more “just” administration of William Logan, Evanston’s first
African American police chief.

Within a few months of the first challenge, the EEOC was investigating charges that
the City excluded African American women from police jobs through discriminatory
charges.112 At the time, there were no African American female police officers on
the Evanston force, and only four White female officers. The personnel director for
the City acknowledged the trouble “we’ve been having recruiting women in
general,” and said that Evanston had made a strong attempt to recruit minority
applicants, posting signs all over town, sending letters to community groups, and
airing announcements on African American radio stations.113 Candice Howell, who
filed the EEOC complaint, eventually initiated a class action suit to hire a set
proportion of women as police officers, and Carol Linden, in the same week, filed
suit against the City for sex discrimination.l4 Linden, a White applicant, was told
she could not serve as an officer because “she might become too emotionally
involved in certain cases.”

The Evanston chapter of the National Organization for Women (NOW) declared the
number of female police officers appalling. Evanston is a city that prides itself on
being progressive. It is clear to us, however, that affirmative action for women is a
joke to this City administration. Although the City takes charges of racial
discrimination seriously, women’s rights continue to be put on the back burner. It is
time for this city to take the concerns of women of all colors as seriously as those of
African American men.”11% Linden contended that the City retaliated in response to
her 1979 complaint to the EEOC, in which she charged the police department with
sexual discrimination in hiring.

The attention to hiring women for police department positions drew the attention of
concerned Evanston aldermen, who requested meetings with the Civil Service
Commission.!1¢ In the midst of the lawsuit from women firefighters and two from
women police officers, one alderman added that he didn’t see “very many African
American males, African American females, Hispanic males, Hispanic females (in
managerial positions).” The City responded slowly, hiring its first African American
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female police officer in May of 1984,117 and settling an out-of-court agreement with
the women who sued the City over use of the physical agility test in 1980118
Evanston agreed to call back 100 women and offer them another hiring exam. The
City, however, balked at providing these women back pay.}?® By spring of 1985,
only 7 of 118 police officers were female.

Recently, the Evanston branch of the U.S. Postal Service was the target of charges of
discrimination.120 Sixteen complaints, ranging from unjustified suspensions and
firings, to refusal to allow pregnant workers to go to the bathroom, were given at a
public meeting held by the NAACP. Some workers had already filed grievances
with the EEOC. The posimaster defended his record of hiring and promoting
African Americans and women, offering that 11 of 15 supervisors were minorities,
and over 50 percent of the employees hired during his term were African American.

In 1982, the president of the Evanston NAACP, Coleman Miller, filed a complaint
with the Illinois Department of Human Rights, asserting that it was illegal for the
City of Evanston to fund the Evanston Latin-American Association (ELA), which
serves only Latin Americans.12t Miller doubted that the Evanston Fuman Relations
Commission could undertake an impartial investigation. The Human Relations
Commission, however, did investigate the case, 122 and the director of health and
human services called the charges “unfounded,” stating that “we do not have in
Evanston any agency which is totally open. The agency with a specific statement
like that doesn’t exist.”123 Miller insisted that the funding of ELA was “ineffective in
terms of racial harmony and use of energy.”

The pattern which emerges from discrimination cases in both the public and private
sectors is that cases are settled out of court, or they dissolve because the suits carry
on for long periods of time, overextending a plaintiffs’ resources. Many African
American Evanstonians feel that this fits a pattern of Evanston trying to keep

complaints and problems in the minority community quiet to preserve a progressive
image.124
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Public Education

Prior to the 1960s, though never officially segregated,i® the vast majority of
Evanston’s African American children and very few White children attended Foster
Elementary School. According to a 1945 Urban League report:

Much coniroversy has arisen from conditions and problems at this
school. Prior to the fall of 1942 only one colored teacher had been
employed in the City of Evanston. He was in physical education at
Foster and left to join the armed forces. In the fall of 1942 other colored
teachers were added. These appointments came after a citizens’
committee threatened to sue the Board of Education. Now, there are
six colored teachers at Foster. The principal of this school states that
conditions have been markedly improved as a result of the
contribution made by these colored teachers. However, there are
many minor matters which have continued to cause misunderstanding
in the community as a result of activities at this school.126

Moreover, Harris says the building itself was a nightmare of poor construction. He
had made several detailed reports to the Evanston Board of Education of all of the
safety improvements the building required to meet state fire and safety codes,
however, the board was not responsive. A fire ultimately destroyed most of the
building in the 1960s.127

In 1967, Evanston became the first municipality in the United States to desegregate
its schools without a court order. The plan received national acclaim and was used
as a model in Pontiac, MI and Berkeley, CA. Foster School was shut down, and
Adrican American children were bused throughout the town with none of the highly
publicized violence or mass protest that accompanied desegregation in Chicago and
other cities. Yet, this policy emerged only after prolonged battles between city
officials and dedicated activists. “People think it was easy, that they just integrated
the schools out of their own kindness,” says activist John Harris. “It took a lot of
kicking butt and hard work to get even the smallest thing.”128

Desegregation certainly lacked widespread support among non minority residents
in Evanston. District superintendent Gregory C. Coffin suggested that the plan
would never have succeeded had the issue been put to a public vote, “I think that if
there had been a referendum, we would have been clobbered...I’d estimate that 85

percent of the voters would have opposed the plan.”129 In fact, when the plan was
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formally announced in 1966, 430 Evanston residents packed the school board
imneeting room to protest the move.130

White enrollment figures declined following the 1967 desegregation policy, and the
1973 U.S. Civil Rights Commission report suggested, “(S)everal school officials view
the decline as White flight from newly desegregated schools.”131 Moreover, with a
voter turnout doubling that of past years, Evanston residents opposed to school
desegregation voted Coffin and his supporters out of office in 1970. In response,
African American parents and students staged a two-day boycott of District 65
schools and established a “freedom school” in a local church basement. One African
American father, explaining why he pulled his daughter from school, said, “If they
can get that many bigots and racists out to vote, God knows what they may do to
my daughter.”132

White parents showed resistance to the possibility of busing their children into
schools in predominantly African American areas. The original 1966 commission
proposed the integration of Foster School’s kindergarten on a voluntary basis—the
suggestion was met with little enthusiasm. According to Foster principal Joseph
Hill, “We sent out applications to all Evanston parents who would be sending their
children to kindergarten that fall. There were only 24 families who said they would
bus their children voluntarily. The cormmission said no way.”” Later, however, the
kindergarten was made into a “progressive lab school” and “people were beating
the doors down to get their children enrolled,” Hill said.133  The racially mixed
program became somewhat of a precursor to the modern “magnet school”
programs, where accelerated or specialized curriculums are used to attract White
students to formerly segregated schools.

Still the vast majority of students bused in order to desegregate Evanston’s schools
were minorities. Eventually many African American residents began to question
why nearly all of the students bused were African American.134¢ In 1975,
Superintendent Joseph Hill said:

Blacks today feel, yes, integration and desegregation are good, but it
has to be a two-way street. The burden of making it work should be
shouldered equally by Blacks and Whites. It was only Blacks that were
bused (under the 1967 plan).!3°
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In the mid-1980s, the school board adopted a plan that would allow no more than 60
percent of any one minority group to make up the population of any school.13¢ This
goal has been difficult to enforce, however. In fact, for much of the 1990s, three
schools were consistently in violation of this policy.137 Several racial balancing
proposals have been considered over the last two decades. In 1986, Superintendent
Eugene Mulcahy attempted to address racial imbalance through magnet school
program that would redesign three elementary schools in Evanston. Some board
members expected the magnet schools, located in central and north Evanston, would
stem the growth of minority student populations in west Evanston.138 Yet, relatively
little direct action was taken to address the growing racial segregation in the 1980s
and early 1990s.

Furthermore, many critics argued that despite “body mixing” in the schools,
minority student education continued to be inferior to that of non minority
students.’®®  According to a U.S. Civil Rights Commission report following
Evanston’s desegregation efforts, “Black children increased their level of
achievement, but did not reach national norms. There was also a decline in ‘positive
self-concept.”140

Tensions over desegregation efforts even led to charges of institutional
discrimination in employment at Evanston Township High School (ETHS). One of
the first visible African American school administrators, Jean Emmons, left his job of
eight years as assistant superintendent of ETHS in 1979, due to what he perceived as
a lack of authority under his White supervisors.14l In 1982, an organization known
as Concerned African Americans for School and Community Improvement met with
superintendent Nathaniel Ober to express concern over the lack of decision-making
authority among African American school employees.1¥2 One administrator called
the practice “institutional racism.” A year later, the organization recommended the
hiring of a African American principal for ETHS.143

Evanston schools have frequently made the news for race-related disagreements.
Two veteran ETHS teachers were disciplined by the school board after making racist
remarks about African American students in 1992.14¢ A group of White parents
have also called for the removal of middle school principal Brenda Heffner, an
African American, on the grounds that her management style is too divisive. There
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is even one case of reaction against movement towards affirmative action in the
Evanston schools. In 1989, a White school psychologist settled her suit against the
school board in which she claimed reverse discrimination after being denied
tenurel45. The staff member contends that ETHS was experiencing a “period of
great racial unrest” amid charges of racism by a African American assistant
principal. School officials promised to “step up efforts to increase the ratio of
African Americans during decisions on retention and hiring...” Subsequently, the
psychologist charged, she was denied tenure in this climate of threatened boycotts
and demonstrations.

Nonetheless, the most prolonged and divisive issue concerning race and Evanston’s
schools has been how to correct the growing de facto racial segregation. According
to a Chicago Tribune columnist, “Watching this effort over the years has been like
reading Charles Dickens’ “Bleak House,” the story of the probate dispute that never
seems to end.l%6 After four years of deliberation, the 1995 Evanston-Skokie
District 65 school board seemed to reach back thirty years to find an agreeable plan
for achieving an elusive racial balance in the City’s schools. Like the 1967 plan, the
new policy involves the busing of primarily minority students to predominantly
White high schools in the north side of Evanston. Of the 6,700 students in District 65
in 1995, 42 percent are African American, 47 percent are White, and 11 percent are
Hispanic. Yet, nearly three times as many minority students will be bused under the
new desegregation plan. The policy calls for the busing of 648 minority students
and 234 non minority students to different schools beginning in 1996.

The board’s three African American members opposed the plan, but were out-voted
by four White board members.}¥7 After the vote, board member Kenneth Whitney
called the decision “reminiscent of the 1967 plan” and said it “didn’t give me any
comfort.”148 Minority parents have discussed filing a lawsuit to stop the busing
policy and rumors persist of a student boycott to oppose the busing of primarily
minority students. “We will boycott until we get what we want, which is fairmess,”
Evanston resident Bennett Johnson said. “The African American members of this
community have borne the burden long enough.”14% According to the Chicago
Tribune, “The intensity of the negative response in the African American community
caught some Whites by surprise.”150

Recent reports reveal more disturbing findings regarding academic performance of
African American students. A 1991 study found that whereas White eighth graders
in Evanston score in the 88th percentile on standardized math tests, African
American students score in the 39th percentile. The 1995 “ETHS Report on Minority

W45 Foanston Review, September 21, 1989.

146 Chicago Tribune, August 20, 1994. “Attitude Along the Lake; Evanston Not Just Another Suburb.”
347 Chicago Tribune, January 11, 1995 “Evanston-Skokie Schools Approve Busing.”

M8 Chicago Tribune January 11, 1995.

s

130Chicago Tribune, fanuary 13, 1995 “Racial-Balancing Policy Brings Busing—and Protest from All Side.”
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Student Achievement” similarly showed that minority high school students’ scores
on standardized tests trailed those of White students by wide margins. In reaction
to the report, School District Superintendent Allan Alson used words like ‘slow,’
‘unsatisfactory” and ‘dismal’ to describe gains he said have amounted to only about
10 percent in the past decade, the Chicago Tribune reported.15t

According to Eddie Stevens, District 202's dean of students, “The problem is that
Evanston has the same problem that others have. We track students. In that type of
system, the rich get richer.”152 The 1995 ETHS report similarly concludes that “the
students most in need of improvement at ETHS are held to the lowest expectations
by teachers and required to complete the least amount of work.”}33  African
American students are disproportionately excluded from honors courses and
tracked into remedial reading and math programs, and segregation still occurs
within many Evanston school buildings. Chicago State University professor James
Nichols says Evanston integration plans have been more about appearance than
substance—White school reformers “always have to have a hidden trump card that
gives them an advantage, and they don’t want to have that upset. Once they find
out (a desegregation plan) is not going to be detrimental to the education of their
children, only then are they receptive to it.”134

Residential Housing Patterns

In the 1990s Evanston remains a relatively segregated community. According to
Alderman Ann Rainey, “The central city to the south end of town is pretty mixed,
the west side is pretty African American, (and) the north end and the northeast side
of town are virtually all-White.”155 Though “self-steering” certainly accounts for
some of this pattern, several community activists point to housing discrimination
and redlining.13 A group of Evanston aldermen organized to protest various
financial institutions they said refused to service the needs of the City’s African
Armerican community.157

In the early 1970s, Evanston began enforcing a fair housing ordinance, which was
strengthened in 1972 after a human relations commission study revealed that White
families were discouraged from buying homes in certain areas and that African
American families were steered away from northwest Evanston.138 Yet, after several
discrimination cases were resolved by the fair housing review board, Evanston area

isg Chicago Tribune, June 6, 1995. “Evanston High Admits Minority Gap.”
524,

;20&;@@ Tribune, June 6, 1995. “Evanston High Admits Minority Gap.”

==Id.

155Chicago Sun-Times, February 23, 1992, “Evanston: Racially Mixed—and Divided.”

136Chicago Tribune, February 27, 1991, “City Segregation Moves to Suburbs; Blacks Frozen Qut of
Some Areas.”

157Interview with community activist, June 1995.

138 Franston Rewige, August 16, 1979.

MWBE Local Business Disparity Study for Ii-25 D.J. Miller & Associates, Inc.
the City of Evanston April 1996




real estate firms filed suit against the City in 1975. The suit questioned the City’s
right to license real estate firms—the City’s most effective weapon in enforcing the
fair housing ordinance. In 1977, the [llinois Supreme Court ruled in favor of the real
estate firms. Only the state can issue real estate licenses, according to the State
Court, and an appeal by Evanston’s corporation counsel failed in the U.5. Supreme
Court. The ruling greatly weakened the enforcement powers of the review board.
Complaints of discrimination now take considerable “time and money, two things
poor people do not have.”1%°

By using “more sophisticated means,” realtors continue to engage in racial steering
throughout Evanston, according to Owen Thomas, the executive director of
Evanston’s Human Relations Commission since 1978.160 In a study conducted by
the Interfaith Housing Center of the Northern Suburbs, African American and White
volunteers visited real estate offices three times or more giving almost identical
personal information, but received completely different treatment. Frequently,
minority renters and home buyers will be told that a property has been taken off the
market, or will be asked to put their names on a waiting list and will never hear
from the realtor again. While looking at one house, three African American
volunteers were even stopped by a police officer responding to a call of “three
African American prowlers in the area.”161 Whites, on the other hand, were
discouraged to buy property in predominantly minority areas. Realtors refer to the
homes as “tacky” or “run-down” when White home buyers ask about them, but do
not give the same advice to African Americans with the same income levels. Whites
and African Americans were only shown the same properties 12 percent of the time
during the study.16-

Several real estate firms in Evanston have been charged with discriminatory housing
practices as a result of the investigation. The biggest case has been against Baird and
Warner, who settled out of court for $450,000. According to John Lukeheart,
assistant director of the Leadership Council of Metropolitan Open Communities, this
represents “the largest such settlement in a steering case.”163 Century 21 Shoreline,
also charged with manv serious violations in the sting, similarly settled their suit out
of court for $200,000 in 1990.164

Utilizing data collected by the Woodstock Institute, a group that monitors
neighborhood lending issues, Crain’s Chicago Business concluded that “[TThe picture
of home mortgage lending in the suburbs is as plain as Black and White.”

15974

160 Chicago Tribune, March 27, 1985, “Evanston Cites Realty Steering.”

16117

162 Chicago Tribune, February 10, 1992, “SL32,000 Settlement Expected in Evanston House Bias Suit.”
163Chicago Tribune, Seprember 22, 1992, “Rezlty Firm Due to Pay Record Settlement in Housing Bias
Case.”

184Chicage Tribure, Sep-ember 22, 1992, “Realty Firm Due to Pay Record Settlement in Housing Bias
Case.”
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According to the data, African Americans and Hispanics in Chicago’s suburbs are
denied home mortgage loans at two to three times the rate of Whites, regardless of
household income levels. The study found that Evanston ranked 183rd out of 261
Chicago suburbs in the number of loans received by residents annually, while much

smaller—but predominantly White—suburbs received far higher numbers of
loans.165

Minorities face other obstacles in home buying that also discourage integration of
Evanston’s all-White neighborhoods. Edna Summers, an alderman and then-
president of the Evanston-North Shore Chapter of the NAACP, rallied for African
American representation on the zoning and planning boards “because they control
the life and destiny of African American people here.” She also headed an effort to
alert the Illinois state legislature of a ‘color tax.” A study conducted by University of
HNlinois at Chicago graduate students revealed that homes in Evanston’s African
American neighborhoods were taxed at a higher rate than those in White
communities.166

Moreover, “self-steering” to already majority-African American communities is also
frequently a decision aided by fear and intimidation, according to some sources.
James Shannon, the director of the Leadership Council’s Housing Center says,
“There’s a perception (of anger) by African American families (in Chicago suburbs)
because of the violence of the past. It's a mind-set as to ‘where I can live.””167

Finally, there have been charges that city construction projects have been used to
push African American residents from their homes. Several residents interviewed
mentioned that the Northwestern University/Evanston Research Park project has
been insensitive to Evanston’s minority community. The home and business
location of Henry Butler, one of the leading African American entrepreneurs in
Evanston’s history, was demolished to make room for the park. Possibly built by the
Tuskegee Artisans, many considered the home to be of historical importance, yet
community activists joined the battle too late to prevent the destruction of the
building. The Research Park has vet to be constructed, and plans for completion are
undefined.

CONCLUSION

The image of a racially progressive town continues into the 1990s, despite a pattern
of recognized tension and out-of-court settlements to deal with cases of
discrimination. Evanstonians paint a sometimes contradictory picture of race
relations, as evidenced in a recent survey conducted by Northwestern University

165Crain's Chicago Business, December 16, 1991, “Suburban Lending Gulch; Minorities Miss Share of
Home Loans.”

166N orth Shore Examiner, Aug. 10, 1979; Evanston Review, April 26, 1979

167Gxicago Tribune, November 21, 1993, “Houses Divided.”
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and the Pioneer Press.!68 The survey report emphasized that Whites were
considerably more pessimistic about race relations than African Americans,
although more than 63 percent said that government officials are less likely to
respond to African Americans than Whites, and one-third said they had witnessed
or been involved in an incident of racial discrimination. Reverend Michael Tames,
founder of HOPE (Helping Oppressed People Emerge) and FOCUS (Fathers
Opposed to Cities” Unwanted Streetgangs) found that the community ignored issues
of race: “Shhh. We're doing fine out here. We and the African Americans get along
fine. There’s no problem out here. What they’re really saying is this: They don't
bother us, so we don’t bother them. This town is quiet because people stay to
themselves. It's not an image of tranquillity we're just avoiding each other.” While
acknowledging that the City has a history of being a “community divided by racial
boundaries” and that “concerns are evident,” the report asserts:

Most of those surveyed paint Evanston as a progressive bastion of
multiculturalism, with an open-door policy that promotes racial
harmony. African American residents express an optimism about

future race relations here that even exceeds those surveyed among
White residents.16%

Most recently, the Evanston Human Relations Commission worked on a thirty-year
update of its 1964 report on race relations, “Inventory ‘94.”170 The report addresses
race relations in education, housing, and socialization. Although the report will take
more than a year to complete, the chairman of the Human Relations Commission felt
that the City was learning that there has “been a big improvement on [racial
equality] here in Evanston.”

Theoretically, “the blend of people from different ethnic backgrounds and
socioeconomic status has long been one of Evanston’s chief drawing cards.”171 Yet,
as the Chicago Sun-Times suggests in the article “Evanston: Racially Mixed-—and
Divided,” Evanston’s “reality often has failed to live up to the image.” Patterns of
paternalism and segregation can clearly be found in the history of Evanston’s
education system, private and public sectors, and housing patterns, despite the
City’s history of keeping a lid on racial antagonism and settling major discrimination
cases outside of court as quietly as possible. Though the City has made significant
legislative strides to correct racial injustices, many of these laws are only “in the
books” and are difficult to enforce.

The perception of many Evanston and non Evanston residents is that Evanston is a
racially progressive town. However, historically there exists a pattern of recognized

168Pioneer Press, August 20, 1992,
16913,

170Pioneer Press, August 25,1994,

i71 Chicago Tribune, August 4, 1993, “Culture, Business, Diversity Give City its Flavor; Evanston Home
to NU, Much More.”
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tension and out-of-court settlements to deal with actual cases of discrimination.
Even though many African American’s report incidences of discrimination,
Evanstonian White residence tend to paint a more pessimistic picture of race
relations than African Americans. Although, this may be due in large part to the
failure of minorities to consistently voice their concerns. Segregated housing
patterns and schools suggest that Evanston has not yet achieved status of a
multicultural utopia. There are still other subtle barriers of discrimination to which
many minorities are subjected. Nevertheless, based on the interviews and research
DIMA conducted for this study, it is undeniable that both minorities and
nonminorities espouse the view that Evanston is a more progressively diverse
community than most other cities. Yet, as the Chicago Sun-Times suggests in the
article “Evanston: Racially Mixed—and Divided,” the reality of Evanston's racial
diversity and progressive reputation often fails to live up to its image.
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Chapter 111 Economic Market Analysis

INTRODUCTION

Socioeconomic factors affect the growth and development of businesses in
important ways, particularly those owned by minorities and women. For this
study, DJMA utilized data from the U.S. Census and other sources to examine
and analyze the factors that affect the rate of business formation, stability, sizes,
and, ultimately, the diversity of businesses within the Evanston community.
OQur analysis focuses on factors that contribute to differences in self-employment
levels and business formation rates across racial, ethnic, and gender lines.

This chapter has two key objectives: first, to identify the relative impact of factors
that affect business formation and growth, as previously mentioned; secondly,
and more importantly, identify the current consequences of past discrimination
against minorities and women in areas that can reasonably be expected to
impinge on the decision to start a business and that would affect the survival of
new businesses.

Meeting the standards of evidence required by the Supreme Court in the Croson
decision implies an investigative burden on the current analysis. The Supreme
Court established two criteria to test the appropriateness of race conscious
initiatives to redress continuing economic disparities. First, discriminatory
injuries must be specifically identified in local industries. Second, the local
government must have been an active or passive participant in the
discrimination. Local governments influence general economic conditions in
private markets and passively discriminate by:

» Awarding contracts to prime contractors that have actively
discriminated against minority and women owned business
enterprises;

» Conducting business with organizations and institutions that are
known to have discriminated against minorities and women;
and,

¢ Conducting business in a manner that indirectly facilitates or
continues a practice that effectively excludes minority and
women owned business enterprises (MWBEs) from the
marketplace.

In marshaling arguments in this study that address both requirements under
Croson, most of this chapter is devoted to identifying factors that differentially
affect business formation rates by race, ethnicity, and gender in the Evanston
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area.!l Thus, much of the discussion is tied to meeting the first requirement
under Croson (discriminatory injuries identified in local industries). The
sections of this chapter are organized as follows: a summary of background
information on the demographic and economic profile of the Evanston area
(including the metropolitan statistical area in which it is located); the racial and
ethnic distribution of the City of Evanston and surrounding metropolitan area,
utilizing U.S. Census data; and, a brief description of the industrial and
occupational composition of the local economy.

The next section provides a review of available research that addresses how
business formation rates differ by race/ethnicity. A fundamental constraint,
however, is the scarcity of economic and historical research that is sufficiently
localized to allow meeting the first Croson standard.

The general assessment of economic and historical factors is followed by a
comparison of market availability and utilization of MWBEs in three industry
divisions in the Evanston area that, in DJMA’s opinion, are most parallel to
government conftracting activities: construction, wholesale trade (procurement),
and professional and related services. To formalize this comparison, we
calculate a ratio of availability (A), relative firm numbers, and utilization (U),
relative magnitude of sales/receipts. The resulting market disparity ratios
indicate whether minority and women owned businesses are being fully utilized
relative to nonminority firms in the local area. The last section of this chapter is
devoted to a discussion of the chapter’s findings and conclusions.

The measures of market disparity also provide data to be compared with
disparity ratios that are calculated in Chapter VI, Statistical Analysis. Findings
from this latter comparison are relevant to the second part of the Supreme Court
test (active or passive government participation in discrimination). This
comparison provides evidence that reflects the extent to which local government
has over- or underutilized minority and women owned businesses, and how
government practices contribute to disparity and possible discrimination in the
local business community.

ECONOMIC AND DEMOGRAPHIC PROFILE OF THE EVANSTON AREA

The demographic structure of the local area may explain some differences in the
market availability and utilization of MWBEs since business owners are a subset
of the general population. Understanding the broad contours of Evanston's
population is necessary to identifv instances in which discrimination may have
inhibited MIWBE development.

1This includes but, according to Croson, must not be limited to factors that can be included under the
rubric of "societal discrimination.”
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In 1990, there were 6,069,974 people in the Chicago Primary Metropolitan
Statistical Area (PMSA). The PMSA covers a three-county area including Cook
(the most populous), DuPage, and McHenry counties. The population was 67.5
percent White in 1990, 22.0 percent African American, and 12.1 percent Hispanic
at (Table 3.1).2 Asian/Pacific Islanders accounted for 3.8 percent, while Native
Americans represented approximately 0.2 percent of the metropolitan
population.3 “Other” races comprised 6.5 percent of the metropolitan
population.

Table 3.1
Population by Race and Ethnicity
1880 and 1980
Chicago, IL PMSA

| 1980 1990

i Percent of . Percent Of

" Race/Ethnicity i Population Population Population Population
White i\ 4,282,300 | 70.7% 4,098,747 67.5%
African American i 1,354 381 22.4% 1,382,819 22.0%
Hispanic® ! 519,649 ! B8.6% 734,827 12.1%
Asian/Pacific lIslander | 130,819 ' 2.2% 229,482 3.8%
Native American 8,904 | 0.2% 11,550 0.2%
Other Races ! 283,983 | 4.7% 397,266 6.5%
Total ' 6,060,387} 100.0% 6,069,974 100.0%

Source: 1980 and 1980 Cansus of Population, Detailed Population Characteristics, Texas; and D.J. Miller & Associates, inc.
*Hispanic origin may be of arry race.

In 1990, the Citv of Evanston had a population of 73,233. Whites accounted for
70.6 percent of the City's population, while African Americans comprised 22.9
percent. Persons of Hispanic origin were 3.7 percent of Evanston's population.
Asian/Pacific Islanders were 1.8 percent of the total. Native Americans
comprised the same percentage of Evanston's population as they did of the
metropolitan count—~0.2 percent, while “other” races represented 1.6 percent of
the total (Table 3.2).

2Total population is the surm of all racial groups, however, persons of Hispanic origin may be of any
race.
SPopulation census data for 1980 was reported for the Chicago Standard Metropolitan Statistical
Area (SMSA), a six-county region that also included Kane, Lake and Will counties. To make the
1980 population figures for the Chicago PMSA comparable with 1990 figures, 1980 totals for the
three PMSA Chicaso counties were added together to provide counts of total population by race and
ispanic origin. The Chicago metropolitan area is now defined as a Consolidated Metropolitan
tatistical Area (CMSA}, composed of the Chicago; Aurora-Elgin, IL; Joliet, IL; Lake County, IL;
Garv-Hammond, EN: and Kenosha, WI PASAs.
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Table 3.2
Population by Race and Ethnicity
1980 and 1880
City of Evanston

1980 - 1990

L Percent of Percent Of
Race/Ethnicity Population Population Population Population
White ‘ 54,926 74.5% 51,684 70.6%
African American 15,801 21.4% 16,749 22.9%
Hispanic* 1,715 2.3% 2,689 3.7%
Asian/Pacific Islander 2,004 2.7% 3,535 4.8%
Native American 1G5 0.1% 131 0.2%
Qther Races 870 1.2% 1,134 1.6%
Total 73,7086 100.0% 73,233 100.0%

Source: 1980 and 1830 Cansws of Population, Datafted Popuization Characteristics, Texas; and D.J. Millar & Associates, Inc.
"Hispanic origin may be of any raca.

Between 1980 and 1990, the population in the PMSA experienced virtually no
change (Table 3.3). During this period, there was, however, a significant change
in the racial/ethnic composition of the PMSA and the City of Evanston-~the
White population was the most rapidly declining group in the overall
metropolitan population, followed by African Americans. The absolute declines
in the White and African American population counts were offset by significant
population growth in the other racial categories—especially Asian/Pacific
Islanders and Hispanics.

Table 3.3
Growth Rates Of The Population by Race and Ethnicity
1880-1990
Chicago, . PMSA and City Of Evanston
African Asian/ Pacific Native
Total White American Hispanic Islander American Other

PMSA 0.2%:1 -4.3% -1.6% 41.4% 75.4% 29.7%| 39.9%
City of Evanston -0.68%:° -5.9%] 5.0%} 56.8% 76.4% 24.8%1 30.3%

Source: 1980 and 1830 Census of Papulation, Detailed Popuiation Characterstics, Texas; and D.J. Miller & Associates, Inc.

Similarly, there was a substantial increase in the minority share of the total
population for the City of Evanston. Population growth was especially strong
among Asian/Pacific Islanders and Hispanics. Despite relatively high rates of
growth, Native Americans and Other races remained very small proportions of
the City's total population. African Americans, Hispanics and Asian/Pacific
Islanders represented the most significant growth of the minority groups in
Evanston.

Three industry groups accounted for two of every three jobs in the City of
Evanston in 1990. Employment distribution of the Ewvanston economy, by
industry, is dominated by professional services; finance, insurance and real
estate; and, retail trade. Table 3.4 shows the number of emplovees and percentage
of the workforce for all industry groups in the City of Evanston.
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Table 3.4
Employment by Major Industry Division, 1980
City of Evanston

Number of | Percent of Total
industry Employees Workforce’
Construction 830 2.1%
Durable Manufacturing 1,843 4.6%
Non durable Mznufacturing 2,548 6.3%
Transportation, Communications, and Public Utilities 1,678 4 2%
Wholesale Trads 1,161 2.9%
RAetall Trade 4,289 10.7%
Fire, Insurance, and Real Estate (F.LR.E.) 4. 555 11.3%
Business Services 2,202 5.5%
Personal Services 1,205 3.0%
Entertainrmsnt 885 2.2%
Professional Services” 18,003 44.8%
Public Administration 969 2.4%
Total 40,189 100.0%

Source: 1990 Censu= of Population and Housing Summary Tape Fife 3C, and D.J. Miller & Assoziatas, Inc.
*Includes Hea'th a3 Sducational Services.

The pattern of employment by major occupational group indicates a local
economy that is service-oriented. Table 3.5 presents the absolute and percentage
employment levels in the City of Evanston, for each occupation group.
Executives and

Professionals make up over 30 percent of total employment.
administrators comprise another 17.9 percent.

The existence of Northwestern

University explains much of the relatively large percentage of white collar
employment. Northiwestern University is the single largest employer in the City
of Evanston. Other large local employees are Evanston Hospital, 5t. Francis
Hospital, and Washington National Insurance.
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Table 3.5
Employment by Major Occupation Group, 1980
City of Evanston

v : Number of | Percent of

Cccupation Group Empioyees Total .
Exscutive/Administrative/Manager 7,221 17.99%
Prcfessional i 12,257 E 30.5%
Technical | 1,627 | 4.0%
Sales 4,439 | 11.0%
Administrative Clerical 7,108 17.7%
Private Household Services } 372 0.9%
Protective Services % 448 1.1%
QOthser Services 3,220 8.0%
Precision Crafts 1,501 3.7%
Machinzs, Assembly Qi2 ; 2.3%
Transpori 561 ' 1.4%
Laborers 576 | 1.4%
Total i 40,242 | 100.0%

Scurce; 1927 Census of Popuiation and Housing Summary Tape File 3C, and D,
Liiler & Associates, Inc.

Aspects of Private Sector Discrimination in Evanston's Commercial Area

This section discusses the market barriers that affect the self-employment
decision and development of MWBEs, in particular, and the flow of income and
changes in the stocks of wealth for minorities and women, in general. The role
of race, ethnicity, and gender bias in.education, employment, and access to
financing will also be discussed. The impact on business in these specific areas
will be summarized, and their correlation to the growth and development of
MWBEs in construction, professional services, and general procurement (goods
and nonprofessional services) will be examined.

The individual effects of education, employment, and financing on business
ownership and development patterns is as complex as the interrelationship of
each of these factors. For example, access to training affects employment
opportunities and earning potential. Income and employment affect business
formation, access to fmancmg, and current and future wealth holdings. This, in
turn, impacts business expansion and employment opportunities.

An additional complication flows from the Croson criterion for determining the
appropriateness of race conscious initiatives to redress continuing economic
disparities between majority owned firms and MWBEs: discriminatory injuries
must be specificallv identified in local industries (i.e., in the relevant market).
Available evidence must hurdle the threshold of “societal discrimination.”
Injuries, if identified, must be spatially and temporally specific for a given
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population of MWBEs. At the same time, however, one must start with the
clear recognition that societal discrimination is a starting point for establishing
the case of local injury to MWBEs.

As a general proposition, de jure segregation in the South provided, ironically,
an umbrella under which minority businesses could function. In contrast,
outside of the South minority businesses were faced with competition from
majority-owned businesses for space and other requisites of business success.*
Before the mass migration of African Americans which began during World
War I, Chicago's African American business community served an interracial
clientele, offering primarily personal services. However, the influx of rural
African Americans after the War, along with the immigration of European
ethnic groups, increased the competition between African American and White
communities. In Chicago “... for black businesspersons, competition from white
counterparts on home turf was very real. Unlike Durham and Tulsa [with long-
standing enclave economies], white and African American business enterprises

in Chicago were located in the same general area, with the former having better
locations.”>

The Chicago metropolitan economy exhibits substantial economic racial
disparity. The region as a whole contains the most segregated housing market in
the country as well as an equally segregated system of public education (including
vocational training). In general, this system of de facto segregation is a key
correlate in the “extraordinary racial disparities in economic well-being in the
Chicago area economy.”® For this reason, there is an important spatial
dimension to racial disparity in the Chicago metropolitan area.

Much of the literature on private sector bias against MWBEs in the Chicago
metropolitan area documents discrimination in the construction industry.”

4Some recent attempts to place minority business development in historical context draw on an
"enclave" theory. The key feature of minority enclaves is the interdependency that exists among
MBEs. The greater the interdependency among a minority community's industries, the greater the
impact of buying from any single industry, through multiplier effects. One application of enclave
theory is John Siblev Butler and Kenneth L. Wilson, "Entrepreneurial Enclaves in the African
American Experience,”(Washington, DC: Neighborhood Policy Institute, 1990). See also John
Sibley Butler, Entreprensurship and Self Help Among Black Americans: A Reconstruction of Race
and Economics, (Albany, NY: State University of New York Press, 1991), and, by the same author,
The Sociology of Entrepreneurship: The Reconsiruction of Race, Ethnicity and Economics,
forthcoming.

5John Sibley Butler and Kenneth L. Wilson, "Entrepreneurial Enclaves in the African American
Experience,"(Washington, DC: Neighborhood Policy Institute, 1990}, p. 33.

6Nlikolas C. Theodore and D. Garth Taylor, The Geography of Opportunity: The Status of African
Americans in the Chicago Area Economy,” Chicago Urban League, March, 1991, p. 2.

7See, for example, Sanford Kanter, "Blacks and the Chicago Construction Industry: Which Way
Now?," Chicago: Chicago Urban League, Spring, 1985; Nikolas C. Theodore, "Discriminatory
Barriers to the Development of Minority and Women Prime Contractors in Cook County,” Chicago:
Chicago Urban League. January, 1993; Joseph S. Moag, Susan E. Nicol, and Nikolas C. Theodore,
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There is little research available that specifically examines the experiences of
professional services or general procurement enterprises run by minorities or
women. Nevertheless, much of the discussion of bias in the construction
industry does apply to MWBEs in professional and general procurement areas.8

OVERVIEW OF DISCRIMINATORY EFFECTS

Financial institutions restrict the amount of debt capital available to MWBEs;
engage in redlining of minority areas; and, discriminate in mortgage application
approvals. Majorityv-owned contractors restrict the number of subcontracting
opportunities available to MWBEs. Suppliers offer difficult credit terms and
higher prices to MIVBEs. Unions restrict the number of training and job slots
available to minority and women workers. In general, the affects of these
discriminatory acts is to depress the rate of formation, the rate of growth, and the
rate of survival of MIVBEs in the marketplace. Discriminatory acts of omission
or comumission by public jurisdictions compound the injury to MWBEs.

Education and Training

As with the provision of public schooling, access to job training by minorities
and women is hampered by race and gender bias. Racial disparities in public
education in the Chicago metropolitan area have already been extensively
documented and will not be reexamined in this report.? Of more direct
relevance to business start-up and survival is the link between employment and
occupational training. This link is particularly important in the construction
industry, especiallv in Chicago, with its highly unionized environment.

From a recent survey of small Chicago construction contractors, the Chicago
Urban League concluded that, “[flor minority workers interested in advancing in

"Ilinois Minority and Women Business Enterprises: Struggling to Succeed in a Discriminatory
Envircnment,” Chicago: Chicago Urban League, February, 1994; and Earl L. Neal & Associates, and
Vedder, Price, Kaufman & Kammbhoelz, "Report on Recommendations for New Chicago Park District
Minority and Women Oswwned Business Enterprise Program,” February 28, 1991,
8Surveys of M/WBEs by the Chicago Urban League document similar barriers facing businesses
providing professional services, and general procurement. See, for example, Moag et. al, "Illincis
Minority and Women Business Enterprises,” and Nikolas C. Theodore, "Discriminatory Barriers to
the Development of Minority and Women Prime Contractors in Cook County.”
95¢e for example, James H. Lewis, "Chicago's Two Public School Systems: Standardized Test
Results Compared by Radial/Ethnic Group,” Chicage: Chicago Urban League, 1990; Rafael Heller,
"What Affirmative Action? Where are the Minoritv Educators in the Metropolitan Chicago
Schools?,” Chicago: Chicago Urban League, 1992; and Jessica Clarke, "Dispelling Myths: A
Comparison of Spending for Public Education in Chicago and its Suburbs,” Chicago Urban League,
1993.

Also, see Chicage Trirumne, February 15, 1991, "Evanston Schools Failing Us, Blacks Say,"” and
Chicago Tribune, June 6, 193, "Evanston High Adrnits Minority Gap.”

AWBE Local Business Diszarity Study for -8 D.J. Miler & Associates, Ine.
the City of Evanston (Dr=f Finzl) January 19%6



the construction industry from an unskilled or semi-skilled laborer to skilled
tradesperson and possibly on to being a business owner, there is no substitute for
union membership.”10 The Urban League concluded that discrimination in
union membership against minority workers has created “exceedingly difficult”
barriers to workers’ advancement, with the most obvious barriers in
apprenticeship training.

As recently as the 1980s, new enrollments of African Americans in
apprenticeship programs were significantly below the percentage of African
- Americans in the apprenticeship age pool (typically ages 17 through 23).
Moreover, graduation rates for the yvears 1980 through 1987 showed that the rate
of graduation for African Americans was lower and the rate of termination was
higher than for Whites.1! There remain serious racial disparities in access to
apprenticeship training. Ongoing underrepresentation of minorities is viewed
as a limitation to future job opportunities in construction (as well as the
development of future minority owned construction companies) because “job
seekers will be blocked from gaining the necessary training, experience, and
contacts that typically are required for employment in the industry.”!2

Racial disparity in federally supported job training has also been documented in
the Chicago area. A 1988 study by the Urban League showed that, under the Job
Training Partnership Act JTPA), which provides the only major source of free
employment training for jobless and poor Illinois residents, there were
“important racial differences in access to types of training, entry level
employment, entrv wages, and occupational placement...While blacks make up
the majority of training participants in the metropolitan region, it is unclear to
what degree their employment prospects have been improved as result of JIPA
training.”13

For the metropolitan region as a whole, disproportionate numbers of African
American JTPA participants were placed in youth competency programs (with
little vocational or basic skills training), and underrepresented in on-the-job
training (OJT) programs. Even controlling for training type, African Americans
typically had the lowest job placement rates. African Americans, apparently,
were victims of discrimination as employers consistently elected to hire Whites
and Hispanics swho were no better trained nor more qualified.1

107oseph S. Moag and Nikolas C. Theodore, “The Employment Capacity of Small Construction
Contractors,” Chicago: Chicago Urban League, June, 1994, p. 10.

Hibid., p. 12

L21bid.

13Helene Slessarev, "Racial Inequalities in Metropolitan Chicago Job Programs,” Chicago:
Chicago Urban League, October, 1988, p. 51.

TiThid,, p. 24. Because program data was not routinely provided with sufficiently defined race and
ethnic detail, ". . . administrators had mainly anecdotal knowledge of cases of employment
discrimination. One [northern Cook County] administrator . . . said that the [service delivery area]
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Relevant Prior Employment

Occupational experience is a clear correlate to subsequent business development
and expansion. Numerous survevs have shown that a majority of business
owners have had extensive prior experience in the field before establishing or
taking over a business enterprise. The importance of prior occupational
experience also is emphasized by national data which shows that minority
owned construction companies, for instance, are more likely than nonminority-
owned companies to employ workers that are primarily minority. The Urban
League survey of small construction contractors in the Chicago area has
confirmed that notion.13

Increasing the supply of qualified minority workers has long-term effects on the
rate of business formation. The experience of Roddy Drywall, an African
American owned construction company involved in the construction of
Chicago's 911 Communications Center is instructive. A Chicago Tribune series
of newspaper articles analyzing African American employment in the local
construction industry noted that Roddy, working on a million dollar contract at
the 911 Center, had a work crew that was only 25 percent African American. The
owner of the company blamed poor education and the lack of carpentry
contractors in the community who might sponsor young African Americans for
jobs and apprenticeships.16

Access to Financing

Existing and aspiring minority entrepreneurs find that access to financing for
business start-up and expansion is restricted. The restrictions, while common to
virtually all small business owners, are particularly onerous for MWBEs.
Discrimination in commercial lending, mortgage lending, and access to surety
bonding, are the three basic obstacles disproportionately affecting MWBEs.

Commercial Lending

A 1994 telephone survey of Illinois MWBEs conducted by the Chicago Urban
League documented discrimination in lending. Among other problems noted,
34 percent of the firms responding indicated that they had experienced
discrimination from a lending institution. Another 12 percent indicated that
discrimination was a barrier to their increasing their bonding and insurance

has had cases of emplovers calling them and specifically requesting only whites. . . . In Lake
County, an emplover requested non-English speaking Hispanics. In DuPage, an emplover had
requested only Cambedians.” See p. 26.

15\Moag and Theodore, "The Employment Capacity of Small Construction Contractors,” pp. 6-8.
16Chicago Tribune, Septamber 6, 1994, "Detouring Away From Discrimination: Public Projects, Some
Unions and Firms Lead Way."
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capacities.}? According to the Urban League, lending discrimination is linked to
undercapitalized firms and compound competitive disadvantages that emanate
from the exclusion from business networks.

Discrimination in Mortgage Finance

Access to mortgage funds for home buying, business and other uses is
problematic for minorities. While there is substantial anecdotal evidence of
discrimination in mortgage markets, statistical studies of discrimination have
been less conclusive, depending on the quality, detail and geographical extent of
the data set used. Much early research looked at redlining—Ilender refusal to
approve mortgage loans in certain geographical areas (often areas heavily
populated by minorities), irrespective of the creditworthiness of the loan
applicants. Recent redlining research, while methodologically superior to the
earlier studies, has not always confirmed the existence of mortgage redlining in
specific areas. Furthermore, the effects of lender discrimination are difficult to

identify. This is generally due to a set of complex actions taken by a number of
lenders.18

GROSS MARKET UTILIZATION FOR MWBEs IN CONSTRUCTION,
WHOLESALE TRADE, AND SERVICES

DJMA examined some of the basic characteristics of minority and women owned
firms in the Chicago PMSA. In this analysis, only data for firms that are
proprietorships, partnerships, and Subchapter S corporations have been
considered. The relative number of firms was used as an indicator of the
“availability” of MWBEs, while the numbers of MWBEs with paid employees
provided a measure of their relative size, and possibly competitive ability.

Table 3.6 shows that MBEs accounted for 12.3 percent of all firms in the Chicago
PMSA and women owned firms were nearly 31 percent of the total. Minority
women owned 13.5 percent of women owned firms.'® The Census data also
suggest that MWBEs are smaller than nonminority firms since they control a
smaller percentage of firms with paid employees. This difference is particularly

17Moag et. al., "Hlincis Minority and Women Business Enterprises,” pp. 2-3.
18" ending Discrimination in Metropolitan Chicago: Centinuing Connections Between Racial
Change and Mortgage Credit” William Peterman and Qi Sanshi, in Credit by Color: Mortgage
Market Discrimination in Chicagoland (A Report from the Chicago Area Fair Housing Alliance),
January 1991). The determination of discriminating practices can be more aptly confirmed upon a
review and comparison of the lending activity of several communities in a specific area. In this
study, commissioned by the Chicago Area Fair Housing Alliance, the Alliance concluded that an
indication of intentional discriminating practices could be inferred based on the number of
%ovemment guaranieed or subsidized loans issued in one community, relative to another community.
IMinority women are also counted in the MBE category, as well as the detailed race and Hispanic
categories.
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Table 3.6

Distribution of Firms by Race/Ethnicity, 1987

Chicago, IL PMSA

evident for women owned firms, which accounted for only 19 percent of firms
with paid emplovees.

Al Firms Firms with

- Employees
Percentof |- . Percent of

Number . Total Number Total -

I EE 35,687 12.3% 6,693 10.0%
Azizn and Other 12,583 4.4% 3,078 4.6%
African American 15,374 5.3% 2,344 3.5%
Hispanic 7,848 2.7% 1,308 2.0%
Viomen Owned™ 29,424 31.0% 12,701 18.0%
Totzl Firms 238,352 100.0% 68,810 100.0%

Scurzas: 1987 Survey of Mirodty-Owned Business Enterprises, Survey of Women-
Qwmad Businesses; and D.J. Mifer & Associales, Inc.

~Surn of Asian, African American and Hispanic yields a slightly higher total than MEBE
s shown, However, difference is approximately 0.5 percent,

“notudes minorly women.

An examination of firm sales and receipts for different groups shows the relative
market utilization of MWBEs in general, and also within specific industry
divisions. Table 3.7 compares the receipts of MWBESs in the Chicago PMSA as a
percentage of total receipts of all firms (i.e., by market share). Compared to the
fraction of all firms (and firms with paid employees) owned by MWBEs, their
total share of business receipts is much lower than expected given their
numerical presence in the market. Less than four percent of total receipts were
earned by MBEs. Women owned firms generated 14 percent of total receipts.
- African American owned firms generated 1.4 percent of total receipts, despite the
fact that they represented 5.3 percent of all firms (compare with Table 3.6).

Table 3.7
Receipts of Firms by Race/Ethnicity, 1987
Chicage, IL PMSA

All Firms Firms with Employees
Dollars in Percent of Dollars in Percent of
Thousands Total Thousands Total

MBE* 2,604,316 | 4.0% 1,882,451 i 3.2%
Asjan & Other 1,210,835 | 1.8% | 875,751 1.5%
African ;-_:neg*icang 908,500 i 1.4% 654,857 . i.1%
Hispaniz i 506,323 0.8% ! 357,929 : 0.6%
Womsan Ownad™| 9,185,448 | 14.0% | 7,819,084 . 13.3%
Total Firrs I 85,735,032 100.0% | 58,701,038 ; 100.0%

Sources: 287 Survay of Minority-Ownsd Business Enferprises, Survay of Women-Owned
Busirzssas: ared DL Miller & Asscciatss, Inc.

"Sumn ¢ Asizn, Afdcan Amencan ara3d Hisparnic yields a slightty highsr total than M35 hgure
showr. However, difference Is appeoxirmataly 0.6 percent

“Inciucies mincdly women.
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To measure the difference between the availability of minority and women
owned enterprises and their utilization, market disparity ratios were calculated
and are presented in Table 3.8. Market disparity ratios are calculated by dividing
the utilization percentage for a specific MWBE category by the corresponding
availability percentage. The percentage utilization is measured by the percentage
of industry receipts accounted for by firms owned by members of an MWBE
category. Percentage availability is similarly measured by the percentage of firms
owned by members of the corresponding MWBE category.

Therefore, to calculate a market disparity ratio for Hispanics in the Chicago
PMSA, the percentage of receipts——0.8 percent—earned by all firms owned by
Hispanics (Table 3.7) is divided by the corresponding availability percentage-—2.7
percent (Table 3.6} resulting in a ratio of 0.3.

Ratio values that are less than 1.0 indicate underutilization of a firm group
within the local economy—the percentage of market receipts is less than the
percentage of firms owned by the race/ethnic group in question. Conversely,
disparity ratios that exceed 1.0 indicate overutilization. The aggregate disparity
ratio calculated for MBEs (0.32) shows underutilization of MBEs. The extent of
underutilization is the same for MBEs with paid emplovees.

African American owned firms had the lowest disparity ratio-—0.26. This means
that the market utilization of African American owned firms was only 26
percent as large as the market availability of African American owned firms in
the PMSA. The market utilization of firms with paid employees was 32 percent
as large as market availability. Disparity measures for Hispanic owned firms
were of about equal severity. Women owned firms with paid employees were
underutilized to a somewhat lesser extent with a disparity ratio of 0.70. For
MWBEs as a whole, the overall impression is one of clear underutilization in
the market.

Table 3.8
Market Disparity Ratios for MWBE Firms, 1987
Chicago, IL PMSA

T Firms with
All Firms Employees
IABE 0.32 0.32
Asian and Other 0.42 0.32
African American S A B4 0.32
Hispanic | 028 0.31
VWomen Owned” | 045 _ 0.70
Sourca: D.J. Miliar & Associates, Inc.
“inciudes minority worrssn,
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Market Disparities in Construction, Wholesale Trade, and Professional Services

A key objective of this report is to identify MWBE disparities in the City of
Evanston procurement and contracting. DJMA examined MWBE activity in the
construction, wholesale trade, and professional services sectors—three industry
divisions that parallel the Citv of Evanston procurement areas analyzed in
Chapter IV. Measurement of market disparities below allows a comparison of
what is occurring in the Chicago PMSA with the specific experience in the City of
Evanston.

The pattern of firm ownership in the construction industry was quite different
from ownership distribution for all other industries. Table 3.9 shows women
owned firms as a much smaller percentage of construction firms. MBEs also
were a much smaller percentage of total construction firms. MBEs held an even
smaller share of firms with paid employvees. However, women owned firms
were a larger percentage of firms with paid employees. Hispanic owned firms
accounted for a veryv small share of total firms with paid employees.

Table 3.9
Distribution of Construction Firms by Race/Ethnicity, 1987
Chicago, 1L PMSA

Firms with Paid
All Firms Employees

Percent of Percentof

Number Total Number Total
MBE" 1,650 6.4% 400 4.8%%
Asian & Other 219 0.9% 80 0.7%%
African Amarican 802 3.1% 217 2.6%
Hispanic 629 2.4% 123 | 1.5%
Woman Owned* 1,610 | 6.3% 785 9.235
Total Finns 25,760 | 100.0% 8,299 100.0%:

Sowrces: 1987 Survey of Minority-Owned Business Enterprises, Survey of Woman
Ownead Busihesses; and D.J. Miller & Associates, Inc.

*Summation of Asian, African Amesrican, and Hispanic.

“includas minority women.

Women owned firms accounted for 10.7 percent of total industry receipts and
11.6 percent for firms with paid employees (Table 3.10). MBEs in the aggregate
generated 1.7 percent of receipts, and 1.4 of receipts for firms with paid
employees. Firms with paid emplovees accounted for over 85 percent of gross
industry receipts.>

20For disparity studies, "firms with paid emplovees” is generally regarded as a more accurate
measure of availebilitv than "all firms.” Particularly with respect to construction, firms without
paid employees are less likelv to be able to respond to potential increases in demand. Moreover,
the ranges of sizes of construction contracts let by public jurisdictions is likely bevond the reach of
most, if not all, firms without paid emplovess.
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Receipts of

Table 3.10

Chicago, iL PMSA

Construction Firms by Race/Ethnicity, 1987

Al Firms Firms with Employess

Dollars in Percent of Bollars in Percert of

Thousares Totat Thousands Total
MBE- 103.108 . 1.7% 71,848 1.4%
Asian ans Dthar 28,351 | 0.4% 16,958 0.3%
African American 47,4549 ¢ 0.8% 35,790 0.7%
Hispanic 28,008 0.5% 19,200 0.4%
Womean Cwned™™ 657,896 | 10.7% 605,886 11.65
Total Sirmrs 6,142,505 | 100.0% 5,224,261 100.0%

Sourcas: 1237 Survey of Minority-Owned Business Enterprises, Survey of Women Owniad
Businsssas; and D.J. Miller & Associziss, inc,

*Sumrnatics; of Asian, African American, and Hispanic.

**Indudes rmincly Wormern.

Disparity measures in Table 3.11 show that minority owned enterprises in the
construction industry ‘were underutilized, however, the rate of underutilization
was more pronounced for Hispanics and African Americans than for Asians.
The market share for women owned firms actually exceeded their percentage
availability. Asian construction firms experienced a shortfall of market share
compared to their percentage availability.

Table 3.11
Market Disparity Ratios for Consiruction, 1987
Chicago, IL. PMSA

Firms with Paid
Al Firms Employees
MBE 0.26 0.29
Asian and Cther 0.51 0.45
African American 0.25 0.26
Hispanic 0.19 0.25
Women Owned” 1.71 1.26
Sourcer DIMA,

“includes minority women,

In Table 3.12 business ownership in the wholesale trade division (general
procurement) again differed substantially from the general industry ownership
pattern. MBEs comprised 6.9 percent (6.1 percent) of all firms (firms with paid
employees). The availability of women owned firms amounted to 19.9 percent of
all firms and 18 percent of firms with paid employees. African American owned
firms accounted for only 2.1 percent of all wholesale firms (1.4 percent of those
with paid emplovees). Asians and Other minorities comprised 3.2 percent of all
firms (3.4 percent of firms with paid employees).
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Table 3.12
Distribution of Wholesale Trade Firms by Race/Ethnicity, 1987
Chicago, 1L PMSA

Firms with

All Firms Employees
T Percent of Percent of

Number Total Number Total
MBE" 832 | 6.9% 229 | 6.1%
Asian and Other 388 3.2% 128 | 3.4%
Afrizan American 248 ¢ 2.1% 50 | 1.3%
Hispanic 198 1.6% 51 ! 1.4%
Waomen Owned™ 2,380 19.9% 676 | 18.1%
Total Firms 11,983 . 100.0% 3,745 | 100.0%
Sourzes: 1937 Survey of Minority-Ownzd Business Enterprises, Survay of Women-

CQamzd Businesses, and D). Millar & Associates, inc.
“Surmnmation of Asian, African Ameardcan, and Hispanic.
*inciudas minorty womern.

Table 3.13 shows that MBEs accounted for three percent of gross industry receipts
in 1987. Women owned firms generated 14.1 percent of total receipts. Asians
and other minorities generated the bulk of receipts accruing to MBEs. Firms
owned by African Americans and Hispanics made up the small remainder.

Tahle 3.13
Receipts of Wheolesale Trade Firms by Race/Ethnicity, 1987
Chicago, L PMSA

Al Firms Firms with Employees
Dollars in ! Percent of Pofllars In Percent of
Thousands i Total Thousands Total

MBE~ 358,104 : 3.0% 305,745 2.7%
Asian and Other 251,724 . 2.1% 221,082 2.0%
African Amsarizan 45,036 - 0.4% 34,986 0.3%
Hispanic 58,344 0.5% 49,677 0.5%
Women Cwnad™ 1,658,173 ° 14,1% 1,573,740 14.1%
Total Firms 11,738,762 . 100.0% 11,147,953 100.0%

Sources: 1937 Survey of Minonly-Owned Business Enterprises, Survay of Womsan-Owned Businasses;
and D.J. Millzr & Associates, Inc.

*Summation of Asizn, African American, and Hspanic,

*Includes minoily women.

Disparity ratios for wholesale trade are shown in Table 3.14. MWBEs across the
board are underutilized, with African Americans the most seriously affected. For
African Americans, market utilization is only 19 percent of market availability
(24 percent for firms with paid employees). Hispanic firms also showed
substantial underutilization. Firms owned by Asians and Other Minorities, and
by women showed a lesser amount of underutilization.
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Table 3.14
Market Disparity Ratios for Wholesale Trade, 1987
Chicago, IL PMSA

Firms with

All Firms Employees
MBE D44 0.45
Asian & Other ! 0.66 0.58
African American _©  0.19 0.24
Hispanic 1 0.30 0.33
Women Ownad™ | 0.71 0.78

Saurcas: 1987 Survey of Minority Owned Business Enterprises, Survey
of Women Ownad Businessas; and D.J. Miller & Associates, inc.
"includes minority womsi.

Selected Services

Table 3.15 suggests that MWBEs have a higher rate of self-employment in the
selected services industry division than in construction and wholesale trade.
This, in turn, suggests that there might be fewer barriers to entry and/or more
opportunities for minorities and women in this industry division. Nonetheless,
the availability of African American owned firms (5.4 percent of the total) was
still less than one might expect, given that African Americans comprised 22
percent of the metropolitan population. For other minorities, the rate of
business ownership was relatively higher in relation to their shares of the area’s
population. In addition, for firms with paid employees, minority ownership
rates dropped slightly from 12.5 percent to 11 percent. For women owned firms
there was a larger drop—from 36.9 percent to 21.1 percent.

Table 3.15
Distribution of Professional Services Firms by Race/Ethnicity, 1987
Chicago, il. PMSA

All Firms Fimns with Emplovees
Percent of : Percent of .

Number Total Number Total
MBE® 17,580 | 12.5% | 2,878 11.0%
Asian & Othsr 6,402 | 4.6% | 1,314 5.0%
African American 7562 ! 5.4% | 1,012 3.9%
Hispanic 3,565 25% 552 2.1%
Women Ownad™ 51,770 | 36.9% 5,518 21.1%
Total Finns 140,271 ! 100.0% 26,114 100.0%

Sources: 1887 Survay of Mincrity Ownad Business Enterprises, Survay of Wornen Owned Businesses; and D.J.
Miller & Assozizmzs. Inc.

*Summaton of fszn, Alican American, and Hspania.

**includes mincoity women.

Overall, MWBEs tended to be smaller than nonminority firms within the sector.
This difference in firm size is reflected in the relatively small shares of industry
receipts generated bv MWBEs. MBEs earned only 4.6 percent of gross receipts.
This percentage dropped to 3.4 percent for firms with paid employees (see Table
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3.16). For women owned firms the comparable figures were 12 percent and 9.5
percent.

Tabie 3.16
Receipts of Professional Service Firms by Race/Ethnicity, 1987
Chicago, IL. PMSA

All Firms Firms with Employees
Doilars in Percent of Dollars in Percent of
Thousands Total Thousands Tota}

MBE* 726,059 4.6% 450,554 3.4%
Asian and Othsr 343,801 2.2% 209,286 1.6%
African American 268,912 1.7% 173,101 1.3%
Hispanic i 113,546 0.7% 68,167 0.5%
Women Ownad™ 1,883,539 12.0% 1,260,379 9.5%
Totat Firms i 15,691,656 100.0% 13,276,159 100.0%

Sources: 1937 Survsy of Minofity-Ownad Business Enterprises, Survey of Women-Ovwnied Businesses; and
D.J. Miller & Assodzies, ino,

“Summation of Asian, Aftcan American, and Hispanic.

“includes minogsy womsn.

Market disparity ratios in the professional and other services sector show that
MWBEs were underutilized relative to their availability (see Table 3.17). This
underutilization was relatively more serious for minority owned firms.
Hispanic owned firms with paid employees were the most seriously
underutilized.

Table 3.17
Market Disparity Ratios for Professional Services, 1987
Chicago, L. PMSA

: Firms with

All Firms Employees
N 0.37 0.31
£sian and Other E 0.48 0.31
African American 0.32 0.34
Hispanic E 0.28 0.24
wWomen Owned® % 0.33 0.45

Sowze: DIMA , 1995,
vinciodas minority woman.

CONCLUSION

Although the minority population of the City of Evanston is approximately
30 percent minority and only slightly larger than the metropolitan Chicago area,
MBEs make up only 12 percent of firms in the entire area. Business
development, is dependent, however, on several factors. Of considerable
importance to the creation, development and survival of a business is the
knowledge and educational background of its owners or managers, procurement
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opportunities and financing. Traditionally, many MBEs and WBEs have been
denied adequate educational and training opportunities which affects the ability
of potential minority entrepreneurs from starting their own businesses and
qualifying for certain jobs. Also, systematic intentional and unintentional
exclusion from job opportunities has substantially hampered the development
and growth of MBEs. Finally, the lack of adequate capital to finance costs, pay
staff, acquire inventory, bonding, insurance and other resources is a tremendous
hurdle detrimentallyv affecting the availability of MWBEs.

Unlike the common obstacles facing majority small business owners, like
capacity, financing, competing with larger businesses and a shrinking or more
competitive market place, MBEs and WBEs are stumbling over additional
obstacles due to racial and sexist attitudes. As a resulf, problems which typically
affected small businesses generally impact MWBEs more heavily.

This chapter has examined selected factors that affect the growth and
development of MWBEs. When considered in the historical context elaborated
in Chapter I, it is not surprising that minorities are found to be at a disadvantage
compared to Whites, with African Americans and Hispanics experiencing the
greatest inequalities.

Several factors contribute to the relatively low availability of minority owned
businesses in the Chicago PMSA. Discrimination in the workforce (in hiring,
promotion, or pav practices) has likely contributed to inequalities in income
levels, differences in employment patterns across industries, and differences in
occupational attainment. Public education and access to job training by
minorities and women has been limited by pervasive race and gender bias in the
Chicago region. Entrepreneurial activity is positively related to relevant
occupational and industrial experience. Yet, for construction in particular,
serious obstacles to minorities and women remain in getting equitable access to
training and apprenticeship opportunities.

Because prior employment in an industry is an important initial condition for
business formation within an industry, anything that constrains minority and
women employment in an industry tends to retard MWBE development within
that sector. Emplovment patterns do vary by racial/ethnic groups, and it is well-
known that minorities have higher rates of unemployment. This is likely to
contribute to the low availability levels of MWBEs in the Chicago metropolitan
area. Another major constraint on the rate of formation of minority owned
firms in the MSA is lower levels of wealth accumulation by minorities,
differences in wealth holding patterns, and lower income levels.

The examination of the numbers and types of minority and women owned
businesses showed that availability of firms owned by African Americans,
Hispanics and women was generally lower than representation of these groups
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within the population. This finding is consistent with expectations about the
impact of limited access of minorities and women to financial capital and
constraints on human capital improvement. For every industry group that we
examined, African American owned and Hispanic owned firm availability was
lower than the representation of the respective groups within the population.
This was generally true for women owned firms as well.

While differences in socioeconomic factors may partially explain the lower
availability of minority and women owned firms, they do little to explain why
most MWBE groups (except for WBEs in construction) are so clearly
underutilized as measured by the market disparity ratios. Capital limitations or
discrimination in financing may limit minority business expansion, and thus
constrain the firms ability to reach a competitive scale of operation. If MWBEs
depend largely upon their own minority communities for patronage, then lower
utilization rates (as measured by receipts) may be partially explained by weak
demand due to lower income levels among MWBE clientele. However, it is
unlikely that these two factors alone explain the low MWBE market shares. We
can only conclude that other factors in the market place (especially historical and
contemporaneous discrimination) play an important role in limiting MWBE
development.

This analysis (along with that in Chapter II, Historical Review) provides an
explanation of the historical and economic context shaping the development of
the pool of MWBESs in the Chicago metropolitan area. As such, this discussion
anticipates and acts as a backdrop for the more detailed analysis of availability
and utilization of NMWBEs discussed in the Statistical Analysis in Chapter VL
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Chapter IV Procurement Policies and Practices
and their Impact

INTRODUCTION

Procurement systems are frequently considered race neutral. Case law
subsequent to Croson has not clarified which of the mechanics of a procurement
system may constitute active or passive participation in systems of racial
exclusion. However, the mechanics of a procurement system may have a
disparate impact on small business, although there is nothing overtly racial

about this impact except insofar as MWBEs are disproportionately small
businesses.

In other instances, procurement practices of a governmental entity’s
procurement staff are reflective of intentional acts to exclude minorities and
women from procurement opportunities. Other studies performed by DJMA
reveal that procurement staff justifv a refusal or failure to utilize MWBEs based
on a myriad of seemingly race neutral reasons: no qualified MWBEs; long-
standing relations with another majority firm; and, MWBE suppliers unable to
supply brand name products at competitive prices. Prejudices and stereotyping
are occasionally the basis for such perceptions. ‘Good ole boy” clubs and racist or
sexist exclusionary business practices are other barriers to MWBEs seeking to
commence relationships with a municipality.

DJMA’s review and extensive analvsis of procurement systems is typically driven
by two key objectives: first, to identify whether there are barriers to minority,
female and local business participation in local government procurement; and,
second, to provide the framework for the subsequent statistical analysis in later
chapters.

OVERVIEW OF THE PURCHASING POLICY

To standardize the City’s procurement practices, the purchasing department
drafted a manual for all city user departments that details a centralized five-step
process of purchasing goods and services for the City of Evanston—
requisitioning, pricing, ordering, delivery, and payment. This section of the
chapter is a summary of the policies and procedures stated in the policy manual.
The preceding sections of this chapter discuss the City’s actual practices as it
relates to the procurement of goods and services.

Purchasing begins with a requisition for the desired services or goods. Generally,
the user department that requires the commodity or service is assigned an
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account number from the approved yearly budget. These account numbers are
for specific purchases or categories of goods or services. If there is no suitable
account number available, the finance department will designate an account
number that the user department may assign to the purchase. The account
number indicates the budget to be charged for the requested good or service.

Upon receipt of the account number, the user department must provide
purchasing with a requisition that contains a clear description of the services or
goods and a relevant unit of measure and quantity of goods to be purchased. The
department must also submit to purchasing a list of several vendors who could
provide the purchase. The choice of vendor is based on a number of factors
including price, location, serviceability, product of availability, and past
experience.! Once the requisition is complete, the user department forwards it to
purchasing. '

Depending on the estimated dollar value of the services or goods, purchasing
obtains quotes or uses a competitive bidding process to solicit and select vendors.
Purchasing orders the goods or services from the selected vendor. A purchase
order (PO) or contract is required at this phase of the process. POs are used only
for procurement of materials and supplies. Contracts are used for procurement
of personal, professional, and construction services. POs and contracts document
the terms of the engagement agreed to that the City and the vendor.
Additionally, POs and contracts are used by the City accounting department for
internal accounting purposes and provide a record of the vendor’s service to the

City.

Typically, the purchasing department is responsible for completing purchase
orders and preparing contracts unless purchasing requires additional support
from the legal staff. As previously mentioned, user departments or purchasing
assign contract numbers or other numerical or alphanumeric codes to the
requisitioned good or service. However, during the data collection process,
DJMA observed that each user department may assign a different number to the
same project.? The numbering system used by one user department is generally
unrelated to the numbering system of another department. As a result, DJMA’s
data collectors encountered significant difficulty in tracking projects from
department to department, distinguishing new projects from change orders, or
matching hard copy files with computerized records of contracts or POs.3

IThe City policy manual does not define vendor availability. However, interviews with City
staff suggest that an available vendor is a vendor who is known by the City user department or
purchasing agent and is interested in supplying and capable of supplying the good or service
desired.

2According to comments received from the City's purchasing department, there are three different
types of contract numbers being used throughout the City.

3For further explanation of the problems DJMA data collectors incurred obtaining and analyzing
contract data, see Data Collection Methodology in the Statistical Chapter.
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Delivery of the goods or services follows ordering. Upon delivery to the City, the
user department is required fo inspect deliverables to ensure their acceptability.
The user department is required to conduct inspections promptly to verify that
goods or services conform to purchase order specifications and to use this
opportunity to resolve any problems or discrepancies. A notation of damage or
defect should be placed on the receiving copy of the PO and sent to purchasing to

be processed for payment. The user department is required to report any
problems to the buyer in purchasing.

Purchasing verifies receipt of services or goods. The PO and vendor invoice are
submitted to the accounts payable department. Vendors’ invoices are reconciled
with POs or contracts. Accounts payable batches the invoices and prepares a bi-
weekly bills list for the City Council where it is reviewed and approved. Vendor
payments are generally issued two to four weeks after Accounts Payable receives
the invoices. The payment schedule may vary depending upon council meeting
schedules, printing of the bi-weekly bills list, and timely receipt of forms from
the vendor and the user department. According to interviews with City staff,
under extreme circumstances (i.e., an urgent need of and request by the vendor)
the City may issue a check prior to completion of the standard payment process.
In such instances, there is close follow-up activity.

ANALYSIS OF THE CITY’'S PROCUREMENT PRACTICES

Bidding Process

The City currently uses two bidding processes for the purchase of goods or
services. The bidding process is determined by the estimated cost of the goods or
services to be purchased:

* Informal bidding process: <$5,000
Three threshold levels of informal bidding:
15999
$1,000 to 2,499
$2,500 to 4,999
* Formal bidding process: >55,000

For purchases less than $5,000, the City uses three types of informal bidding
processes.

*Such advance payments are rarely made. Additionally, because of past experiences with poor
performance by a vendor after an advance payvment is made, the City has begun the practice of
limiting such payments to vendors with a history of reliability and quality performance.
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* Less than $1,000—buyer is required to obtain a minimum of two
telephone quotations.

* 51,000-52,499—requires three written quotes. If time does not permit,
due to an emergency or some other acceptable circumstance, three
telephone quotes with written confirmation are acceptable.

¢ $2,500-54,999—written quotations from at least three vendors required.
Quotes must be submitted on the vendor’s letterhead or stationary, the
lowest qualified bidder is selected, and the vendor’s bid is submitted to
the City Manager for approval.3

Informal Bidding Process

The buyer is primarily responsible for informal purchasing decisions including
determining the number and selection of vendors to be contacted. Subject only
to the purchasing minimums discussed previously, these responsibilities
empower the buyer with a considerable amount of discretionary authority in the
vendor selection process. As mentioned, the user department will typically
furnish the purchasing department with a supplier list—purchasing also
maintains its own vendor list. The vendor list, however, does not specify
whether the vendor is an MWBE or EBE. The buyer uses the vendor lists to
identify those vendors from whom to request quotes. Upon review of all timely
and properly submitted bids, the buyer accepts the lowest bid.

Formal Bid Process

Purchases of $5,000 or greater require a formal competitive bidding process that is
managed by the purchasing agent in consultation with the relevant department
heads or their designees. To initiate the process, the department head
requisitions the good or service needed using the process previously discussed in
the procurement policy section of this chapter. The department head drafts bid
specifications. Purchasing forwards the bid specifications to a list of potential
vendors. The Citv refers to this phase of the procurement process as the
Solicitation of Potential Vendors. B

The list of potential vendors is developed from those vendor names submitted
by the user department and purchasing ‘s own vendor list. There are no clearly
established criteria that the user departments or purchasing uses to determine
which vendors to include on the vendors lists. Interviews revealed that the
purpose of a mailing to selected vendors is to increase the chance of obtaining
bids, create an audience from which could be polled later if no bid responses are
submitted, and generate more competition among the bidders.

5As a result of the City’s local Evanston Business Enterprise program, the City may award to an
Evanston based business, if the firms bid is within 3% or $1,000 of the lowest bid, whichever is less.
There is a further discussion of this program below.
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In accordance with Illinois state law, the municipalities must advertise bids for
services or goods valued at $10,000 or greater in the official local paper for a
minimum of 10 days, not including Sundays and legal holidays, prior to the bid
due date. Thus, after providing the specifications to potential vendors,
purchasing forwards a press release to the local paper, the Evanston Review, and
related industry publications. The scope of advertising or promotion of a City bid
depends, in large part, on the size of the project and the need for specialized
expertise. The only other factor that affects how purchasing solicits bids is the
funding source. The City is obliged to follow the procurement requirements of
the funding source, i.e., the state or federal government.

The final step is the public bid opening. At the prearranged date and time,
vendors must submit sealed bids for a public bid opening. After the bid opening
the purchasing agent or buyer may discuss bids with a representative from the
relevant user department . In consultation with the user department , the
purchasing agent submits a report—-Recommendation of the Purchasing Agent
(RPA)—to the City Council for purchases of $5,000 or more. The City Council
reviews the report and approves or disapproves the purchasing agent’s
recommendation. According to DJMAs interviews with City procurement staff,

the City Council approves the majority of the purchasing agent’s
recommendations.

PERSONAL OR PROFESSIONAL SERVICES CONTRACTS

Personal or professional services or purchases of non traditional items, including
technical consulting services, management consulting services, or services
requiring a particular expertise or skill, require a different procurement process.6

8The City procurement policy manual for the selection of professional services and consultants
defines the three categories of service providers as follows:

» Technical consulting services are services requiring the mandatory or essential technical
skills provided by accredited professionals or quasi professionals in connection with a
defined assignment (e.g. architects, engineers, accountants, planners, technologists) which
result in the preparation of a report and recommendation of a particular course of action and
may include supervision of an activity (such as construction).

» Management consulting services are services provided on the basis of a defined project by
individual or organizations, to investigate and identify management problems related to
the policy, organizational, operational and administrative aspect of municipal
government, to recommend solutions of these problems, and to assist in implementing the
solutions, e.g. legal, policy and strategic planning, operational management, management
information svstems, human resources.

*  Qualified consultants are those persons or organizations which possess the above noted
skills and have successfully demonstrated proficient application of those skills within
their areas of expertise. They should possess current member status/accreditation in their
appropriate professional/ discipline body.
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The procurement process for the purchase of personal or professional services is
initiated when the user department first develops a written scope of services
with detailed time frames, service requirements, and a project budget. A
Consultant Review Committee is created that includes the purchasing agent,
user department head and other relevant City staff.” The Committee must be
approved by the purchasing agent. The department head advises the City
Manager of the details of the project including budgetary issues, time frames, and
service parameters, and the composition and progress of the Committee. The
department head then requests the City Manager’s approval to proceed with the
selection process in accordance with the procurement policy manual.®

Personal or Professional Services Contracts valued less than $5,0000

For those purchases less than $5,000, the Committee reviews consultant files or
equivalent professional listings for potential consultants and nominate a
minimum of three qualified consultants, where possible.? The Committee shall
apply the Selection Criteria discussed below and rank each nominee. The "most
appropriate” nominee is selected. At the Committee’s sole discretion, it
determines whether to interview the most appropriate nominee. A purchase
order (PO) is generated to memorialize the terms of the engagement. In some
instances a contract may be used in addition to a PO. If the City and the
consultant are unable to reach an agreement on the terms of his/her
engagementi, the Committee approaches the next most appropriate nominee.
The Committee must seek final approval from the City Manager.

Personal or Professional Services Contracts Valued at $5,000 or More

For consulting services valued at 55,000 or more, the purchasing agent must
publish a notice of the need for the service in the local newspaper or other
appropriate publications. The notice shall include the date and time when
proposals are due, the address of the City Purchasing Department where
proposals are to be submitted, the type of services needed, an affirmative action
statement, and a Disclosure of Ownership Interest Statementl?, A RFP is

7The elected official has participated on Review Committees where the value or cost of the project
is extremely high or there is & major impact on the community.

8When the consultant completes its assignment, the department heads included are required to
write an evaluation of the consultant's performance. Details of the evaluation should reflect the
complexity and cost of the project assignment. Currently, the evaluations are not conducted
formally nor are they documented for purchasing’s file.

9 According to the policy manual, purchasing maintains a list of consultants. The current listing of
professional associations may be included and consultants may be added upon receipt of a written
request.

lg?n accordance with City Ordinance 15-0-78 a Disclosure of Ownership Interest Statement is
required to be completed by interested persons or firm identifying the type of firm (i.e. corporation,
partnership, sole proprietorship, etc.) and the names and addresses of the prindpals of the firm.
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prepared and issued by purchasing to all interested parties. The Committee
identifies a list of potential consultants, typically from association membership
lists, consultant files, professional listings, bidders lists, and firms with long-
standing relationships with the City, to whom it forwards copies of the RFP.

The RFP contains, at minimum:

« The type of services required; a description of the work involved; an
estimate of when and for how long the services will be required; and
the type of contract to be used

» A statement requiring proposals to be in writing and the date when the
proposal is due

« A statement that offers may designate those portions of the proposal
that contain trade secrets or other proprietary data that may remain
confidential

e If the purchasing agent and department head deem it a part of the
selection criteria, a statement that a sealed price should be provided
separately

* A statement explaining the evaluation criteria

+ A statement of the minimum information that the proposal shall
contain, including:

— Information on the firm as required by City ordinance;

— Abilities, qualifications, and experience of all persons who would be
assigned to provide the requested services;

— A listing of any other contracts similar in scope, size, or discipline to
the required services to be performed or undertaken by the vendor;

— Plan of how and what services the consultant would provide; and,
- A response to each of the selection criteria.

The selection criteria are applied to timely and properly submitted proposals.
Each vendor is ranked and the Committee creates a ‘short list’ of the top three
potential consultants. The Committee interviews the ‘short-listed’ vendors and
reapplies the selection criteria. The most qualified candidate is selected. If the
parties are unable to reach an agreement, the Committee approaches the next
most qualified candidate.

For those projects valued at $5,000 or more, the Committee must submit a
recommendation to the City Manager that provides information about the
consultant selected by the Committee. The City Manager submits the
recommendation to the City Council for final approval. Upon City Council
approval, the appropriate contracts are prepared and reviewed by the Law
Department and signed by the City Clerk and City Manager.
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Selection Criteria

The City utilizes selection criteria to select the most appropriate or most qualified
consultant to perform personal and professional services. The criteria used are
listed below:

item | 7. Description Weighting
1 | Qualifications or expertise 20
2 | Past performance 20
3 Evaluation of proposed project manager 20
4 | Completeness of the proposal 10
5 ! Variety of disciplines in house/in consortium
6
7
8
g

| Estimated time required for the project
Know[edge of the City regarding the project
! Price/proposed fees (if included)

. Permanent local office

10 Involvernent of minorities or women in the
! project or whether the firm is a MWBE

o[ |G jn fnjn

The weight assigned to each criterion may vary depending on project needs. The
purchasing agent has final approval of the weight allocated to each criteria. Also,
additional or alternate criteria may be added to address the specific needs of a
project. However, the maximum number of points available in the process is
100, and weight given to items 9 and 10 may not be adjusted.

NON COMPETITIVE BID ITEMS

Some procurement transactions are not required to be competitively bid, but are
obtained by means of sole source contracts:

* Services or goods that can only be provided by one firm or vendor;

* A local or regional vendor that has exclusive rights to offer services or
goods in the geographical area of the City;

* (Goods that the City procures from a federal, state or local governmental
unit made available by operation of law;

¢+ Goods or services that the City purchases through an existing
agreement with another city governmental agency, a transaction
commonly referred to as “piggy backing on another’s bids;” and,

» A standardized package of goods the user department is seeking with
certain specifications to standardize City equipment on property.
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Those user departments that are seeking sole source items requisition the item
through purchasing who then contacts the vendor directly for the purchase,
avoiding the bid process entirely.

Emergency Procurements

Emergency purchases are the procurement of those goods or services under
emergency conditions which do not allow the user departinent or purchasing
department to utilize the standard procurement process. An emergency
condition is not defined by any pre-established parameters but are deemed

emergencies at the time of the occasion by the user department or purchasing
agent.

Typically, two emergency procurement processes are used:

*  Purchases under $2,500—the user department contacts purchasing with
the account number, vendor name and approximate dollar amount of
the purchase as needed; obtains a PO number from purchasing; a
representative from the user department may pick up the equipment;
the user department must then confirm the purchase with purchasing.
This process is used only in cases where a department representative
must purchase the goods or service off-site. For the those items that
are to be delivered the normal purchasing process is used.

* Purchases over $2,500 —the user department must obtain City Manager
approval prior to initiating the purchase.

TRACKING PROCUREMENT ACTIVITY

The purchasing department maintains a book of vendor names containing every
vendor that ever received a payment from the City. The records are generally
maintained for seven years and then archived. The vendor payment list does
not, however, identify the ethnicity of the vendor. Currently, there is no
method or procedure in the purchasing department to track minority or female
business owners. Apart from the vendor check history files residing in the
accounts payvable department, there is no automated system that allows
purchasing to track vendors. This computerized report tracks, by year, all
vendors which have received checks from the City, and contains address and
procurement description data. The reporting system has the capability to track
vendors by ethnicity and gender of the business owner, although, this field has
never been used.

As mentioned above, the hard copy contract files are not centrally located and
DIMA was unable to find many of the purchasing files. Some of the user
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departments particularly Public Works and Engineering kept extensive records
regarding their respective purchases. Many departments use a different filing
system and file numbering system. Also, the contents in the files tended to vary
from department to department. Additionally, DJMA found that other
departments had incomplete files or files with no documentation of any kind
inside. Purchasing is required to perform post-project evaluations for
professional and personal service contracts. DJMA, did not, however, find any
comprehensive reports or records of post-project evaluations during its data
collection process.11

M/W/EBE PROGRAM
History of MWBE Program

In 1973, the City of Evanston initiated a set aside program to encourage the
development and growth of local minority and female firms. Each year, the
purchasing agent requested user department heads to identify projects that could
be set aside for local or MWBE participation. At the end of the year, the
purchasing agent drafted a report for the City Council which showed
participation by project, vendor, and dollars awarded to minority firms. The
projects tended to be small in size and value, limited primarily to lawn
maintenance, custodial projects, or window washing.

In 1990, after the United States Supreme Court found the City of Richmond’s
minority set aside program unconstitutional in City of Richmond v. J.A.
Croson,12 the City of Evanston voluntarily discontinued its program. Thereafter,
various user department heads were under no mandate to use minority firms
nor was there a clearly defined City program or policy to utilize or monitor the
use of minority businesses. Instead, in 1992, City officials encouraged user
departments to use “best efforts” to increase MWBE and local Evanston business
participation.

In November 1992, the City hired its first MWBE coordinator to ensure that
“good faith efforts” were being made in the utilization of MWBEs in the City’s
procurement practices. The MWBE coordinator reports to the Assistant City
Manager and has no staff.13 To achieve the objective of the “good faith effort,”
the coordinator works with individual department heads on specific projects that
are well suited to integrating a participation goal. Some department heads have

l1See the Statistical Chapter of this study for a detailed explanation of DJMA’s data collection
methodology.

125¢e the Legal Chapter of this study for a detailed discussion of this case .

13Currently, the MIVBE coordinator position is vacant, and the position has been moved within the
Purchasing Department The new coordinator, when this person is hired, will report o the City
Purchasing Agent.
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made a conscious effort to incorporate the MWBE program into bids and
projects. However, many procurement opportunities are not communicated to
the MWBE coordinator. The coordinator is seldom a member of the Review
Committee which oversees the bidding process for larger projects, and generally
does not participate in drafting bid specifications or RFPs.

Inasmuch as there is no mandate by law or other directive to utilize a certain
percentage of MWBEs or EBEs on City projects, there is no incentive to
incorporate the MWBE goals into projects. As a result, program goals are seen
primarily in projects run by department heads who have an interest in utilizing
MWBEs and EBEs or in projects funded by sources requiring MWBE
participation.

In December 1992, an MWBE Advisory Committee was established to advise the
City Manager on issues pertaining to the utilization of MWBE and EBEs. The
Committee consists of a diverse group of nine local business owners, and has no
authority to set policy, nor does it have a direct reporting relationship to the
Mayor or City Council. The Advisory Committee is charged with developing a
comprehensive MWBE and EBE directory of vendors. The first directory,
developed in 1994, is divided into two sections—the Evanston area section and
the Chicago area section. It lists the names, addresses, and telephone numbers of
each vendor under a specific procurement type. The Evanston section, however,
does not identify the ethnicity of vendors, and the Chicago section, which
includes only MWBEs, does not specify whether the firm is a MBE or WBE.

Evanston Business Program

The local business program, instituted soon after the MWBE program, was
designed to encourage and support the development of businesses in Evanston.
Local business means any business that has an office physically located in
Evanston at the time it seeks admittance into the program. The business must
maintain a presence in the City at all times during its participation in the
program. The business, however, is not required to be principally located in
Evanston, and there is no requirement that the individual owners or employees
of the business reside in the City of Evanston. For example, a business that opens
an Evanston office on Monday is eligible to seek participation in the program on
Tuesday and can continue to participate until the Evanston office shuts down.

To verify the existence of a physical office in Evanston, the City checks the
stationary, local office telephone number, and talks to other City staff who may
have knowledge of the firm. However, there is no formal process to verify or
follow-up on EBEs to ensure that they are in compliance with the eligibility
requirements.
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M/W/EBE PROGRAM STRUCTURE

There are essentially three good faith effort programs applied during the bid
selection process: the construction program; the EBE program for good, supply
and construction contracts; and, the professional and personal service preference
program. Each program is designed fo create an incentive to utilize local
businesses or MWBEs on certain types of procurement contracts. Although the
City has not titled each program as noted, the explanations provided in this
report will refer to the programs as indicated above.

Construction Program

The construction program requires that prime contractors to make a good faith
effort to subcontract at least 15 to 23 percent of contract dollars on construction
projects valued at $50,000 or more to M/W/EBEs. The goal may be filled by the
utilization of any ratio or combination of MBE, WBE or EBE participation. The
bid is awarded to the confractor who either meets the minimum goal and is the
lowest bidder, or shows that a good faith effort was made to reach the goal and is
the lowest bidder. It is important to note that a prime contractor could agree to
subcontract 15 percent of a contract to a local nonminority business and the goal
would be met. Because some department heads began to notice that construction
contracts were being let to prime contractors who were not utilizing any
minority or female business participation, the City would ask the contractors to

make a good faith effort to allocate 15 of the 25 percent goal to MWBEs on some
contracts.14

EBE Program for Goods, Supplies and Construction Contracts

The EBE program is designed to increase utilization of local businesses on City
contracts. The program applies to the procurement of good, supply and
construction projects only. On these projects, EBEs bidding as prime contractors
(regardless of ownership ethnicity or gender) are awarded contracts if they meet
the necessary qualifications and are within the lesser of three percent or $1,000 of
the lowest bid. The program applies to good, supply or construction projects of
all sizes or costs.

Professional and Personal Service Preference Program
During the evaluation portion of the selection process of a personal or

professional service contract, the review committee establishes a point system
that awards a credit of 5 points (or 5 percent) of the total assessed points to prime

140n those construction projects which are funded with federal dollars, the funding agency may
require a minimum level of MBE or WBE or DBE participation. In those instances, the City is
obligated to meet the M /W /DBE participation requirements set out by the funding agency.
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contractors that are MWBEs or utilize MWBEs. Another 5 points (or 5 percent) is
awarded to contractors who have a permanent local office (i.e. are EBEs) or
utilize an EBE. Potentially, a prime contractor bidding on a professional or
personal service contract could receive 10 points (or 10 percent) credit if it
qualified for both credits. There is no goal which is associated with the
preference program. Thus, a prime contractor could receive preference points

regardless of the percentage of contract dollars the prime plans to allocate to the
M/W /EBE subcontractor.

CERTIFICATION PROCESS

The City does not have a certification process. Firms that are certified as MBE or
WBEs with any other municipal, state or federal agency (except the Metropolitan
Water Reclamation District of Greater Chicago) are eligible to participate in this
program, unless the City determines that the certification process of a particular
agency is not acceptable. The City requires articles of incorporation to confirm
majority female ownership for WBEs seeking to participate in the program. As
mentioned previously, EBEs must submit a copy of business letterhead showing

a local address or other acceptable form of proof evidencing the existence of a
local office.

The MWEBE advisory directory provides the City’s Purchasing Department with
a list of M/W/EBEs from which it can obtain quotes. The directory also provides
purchasing and the minority coordinator with a list of M/W/EBEs who are
interested in receiving City contracts, and, therefore, should be among the select
group of vendors who receive notification of upcoming projects, bid
specifications, or RFPs. The purchasing agent or the coordinator is also required
to provide prime contractors with the directory to inform them of available
M/W/EBEs. However, both the members of the MWBE Advisory Committee
and the minority coordinator agree that the directory is incomplete and not
regularly updated. Moreover, many business owners interviewed for this study
were not aware of the directory and the purchasing department stated that it
relied only on memory and personal knowledge to identify M/W /EBEs.

NOTIFICATION TO M/W/EBES

On construction projects valued over $100,000, prime contractors must contact 15
MBEs or WBEs or EBEs prior to submitting their bids. The City encourages
contractors to seek subcontracting opportunities with local firms and minority
and women firms; however, it is not required.

Contractors are required to negotiate the terms of their bid with their
subcontractors prior to bid opening. In addition, prime contractors are required

MWBE Local Business Disparity Study for iv-13 D.J. Miller & Associates, Inc.
the City of Evanston April 1998



to submit documentation evidencing notification of at least 15 M/W/EBEs and
negotiated contract terms with the selected M/W/EBE firms. The
documentation must include letters of intent signed by the contractor and
M/W/EBE firm, the name, contact person, address and telephone number for
M/W/EBE the firm and negotiated terms of M/W/EBEs involvement in the
project. Failure to submit this information deems the bid non responsive.

During DJMA’s data collection, DJMA found that this information had not been
collected consistently. In many of the public works and engineering files,
subcontractor information was included, but the ethnicity and gender of many
firms were not identified or the percentage of contract dollars awarded and
actually paid to the subcontractor was not stated. In other departments there was
little, if any, indication that such information was being obtained by the City or
prime contractors.

MONITORING EFFORTS

The City requests that contractors negotiate the terms of an M/W/EBE
relationship prior to bid opening and submit supporting documentation
showing M/W/EBE participation levels. The City also imposes sanctions on
those firms that are not in compliance with their contractually agreed upon
percentage of M/W/EBE participation. (The prime contractor is subject to
post-award compliance reviews.) The City allows a prime contractor to seek a
waiver of certain M/W /EBE participation, if for whatever reason, the contractor
is unable to identify or continue a subcontracting relationship with the
M/W/EBE. There are some minimal monitoring efforts included in the
M/W/EBE program. There are certain monthly reports generated by the
coordinator that are generally summaries of the status of M/W/EBE
participation.!> Since the MWBE coordinator is a staff of one and unable to
make regular site visit checks to ensure compliance, the coordinator is reliant
upon the user department s and purchasing to stay informed regarding the status
of M/W /EBE utilization on projects.

Usually, the City has its prime contractors obtain lien waivers from
subcontractors before the City tenders final payment. The waiver is not used to
track or confirm the use of M/W /EBEs.

15The Coordinator instituted this process during the last six months of his tenure with the City.
Since his departure, it is not clear whether such reports continue to be generated.
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OUTREACH PROGRAMS

The City does not have a formal outreach program. There also no formal
programs to assist M/W/EBEs or small businesses obtain adequate insurance or
bonding. With regard to other outreach efforts, occasionally, the City sends flyers
or letters about upcoming bid opportunities to M/W/EBEs, including those
M/W/EBEs in the City’s directory. On projects valued at $50,000 or more, the
City may hold a meeting with potential bidders and interested subcontractors
detailing the bid specifications of upcoming bids. The MWBE coordinator is
usually present at these meetings to explain the Good Faith Effort Program and
encourage M/W /EBE participation. On larger projects, the City may use special
advertisements to assist prime contractors identify and obtain minority
subcontractors for projects.

MANAGEMENT AND TECHNICAL ASSISTANCE

The City does not offer management and technical assistance to its vendors, but
does, however, participate in funding organizations that provide these services
and operates a Community Development Block Grant program (CBDG).16

The City also participated in Evanston Community Development Corporation
which provided technical assistance and small business loans to local businesses.
The Technical Assistance Program was discontinued. The Loan Program was
discontinued due to the high rate of defaults and prohibitive administrative
costs. The Citv continues to service existing loans. In addition to these
programs, the City also supports the Northwestern University Research Park
which provides management and technical assistance to small businesses.

IMPACT OF PROCUREMENT POLICIES AND PRACTICES ON M/W/EBE
PARTICIPATION

Monitoring M/W/EBE Participation
One of the barriers to a more effective monitoring process is the absence of a

centralized filing system which tracks all procurement activities. During the data
collection phase of the study, DJMA found that there was no clear centralized file

16CBDG funds are given to local government to administer business development assistance to small
business owners, usually through a local office of economic or community development. That is, it is
giving a loan to those individuals or businesses who wish to develop communities that are under
developed and have been targeted for redevelopment. This is a federally funded program of
Housing and Urban Development and therefore, MWBE requirements are regulated by the federal
government. See the Race Neutral chapter of this study for a further explanation of the CBDG
program.
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for its procurement contracts or projects. Also, each user department involved
with a particular project may maintain a file, each containing different
information and filed under a different filing system. In many instances there is
no centralized hard-copy or computerized file with all of the pertinent
procurement information on the project or purchase. Furthermore, without a
consistent and complete method of documenting procurement opportunities
and the delivery and monitoring of services and goods requested, the minority
coordinator has no resource to fully identify utilization opportunities for
MWBEs or EBEs. Additionally, the minority coordinator is unable to accurately
track MWBE or EBE ufilization without a consistent centralized record of all
procurement activities.

Slow payment or nonpayment of fees by prime contractors can have devastating
effects for MWBEs. The City has begun requiring a prime contractor submit a
payment bond on large contracts or on those contracts where there are a large
number of subcontractors. The bond allows the City to obtain funds from the
contractor’s surety company to pay subcontractors who have not been properly
paid for services rendered. However, some M/W/EBEs interviewed for this
study complained that there was no mechanism in place to assist M/W/EBEs
who are not being paid timely. Because of the importance of this issue, further
efforts should be made to assist M/W /EBEs to collect payments.

Additionally, many MWBESs claim that they are being named in bids by prime
contractors but not used on subsequently awarded projects. The minority
coordinator’s office should be available to M/W/EBEs to hear and assist with
complaints such as these. The position must also have the necessary authority to
draw on the resources of the City to assist him or her in these endeavors.

Decentralized Procurement Process

The City was without a purchasing agent for nearly a year. The vacancy created
problems for the enforcement of a centralized procurement policy. An intern
from the City Manager’'s office provided interim support to purchasing during
this period. However, there was no purchasing agent with full responsibility for
controlling the uniformity of purchases for the City, informing the minority
coordinator of upcoming bid opportunities, and ensuring that M/W/EBEs are
being adequately notified about bid opportunities. In a centralized process,
procurement opportunities would be funneled through one department which
could be monitored and structured to maximize M/W/EBE participation.

Nonintegration of the Minority Coordinator
During the course of this study, the minority coordinator operated outside of

purchasing reporting to the Assistant City Manager. The coordinator was
perceived to be dependent upon a well-intentioned user department head and
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the purchasing agent for information about projects. The lack of information to
the minority coordinator from the user department and purchasing agent
rendered the minority coordinator ineffective. However, the minority
coordinator must also be diligent in his/her efforts to ensure that the City and
the City’s contractor meet the objectives of the City’s M/W/EBE program.

Predisposition to Contractors with Prior History

Many user departments in the City of Evanston seem predisposed to utilizing
vendors that have worked with the City in the past. This is a tremendous barrier
for MWBEs that have been unable to foster business relationships with the City
as user departments are not likely to inform the minority coordinator of MWBE
or EBE opportunities unless they are required by an external state or federal
spending source to set aside a portion of the contract for MWBEs. For instance,
on sole source contracts, many user departments prefer to use vendors that have
a history of doing business with the City. According to the data gathered from
City staff interviews, many user department representatives and purchasing staff
feel more comfortable in these procurement relationships because of
convenience, familiarity, history of dependable service, and a clear
understanding of the vendor’s abilities—this process excludes many businesses
from participating in a large portion of the City purchasing opportunities.

Notification to and Utilization of M/W/EBEs in the Informal Bidding Process

The extremely high level of discretionary authority given the buyer in the
informal bidding process and the minority coordinator’s lack of involvement in
low dollar purchases further minimizes M/W/EBE participation. Currently, the
buyer is not required and not monitored to ensure that MWBEs or EBEs are
contacted for telephone or written quotes for purchases under 55,000. However,
since these procurement opportunities are not advertised, and the user
department ‘s inclination is to use vendors they have always used, MWBEs may
never learn of these opportunities. Many vendors seeking to become suppliers
of low dollar goods and services complained that the City generally does not
provide them with adequate specifications or time to respond with a written
quote. Many of the EBEs, both majority and minority, were not aware of

opportunities to bid and observed apathy on the part of City procurement staff
for their concerns.

Incomplete M/W/EBE Directory

Another barrier to increasing MWBE and EBE participation is the absence of a
comprehensive directory of MWBEs and EBEs available to purchasing
departments and prime contractors. Although the MWBE Advisory Committee
has created a M/W/EBE directory, the committee members themselves state that
the directory is incomplete. Additionally, the directory does not provide the
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ethnicity and gender of the business owner. Of greater significance is the fact that
many of the user departments and purchasing staff have never seen or used the
existing directory. The suppliers list, bidders list, and vendor checks history files
do not identify the ethnicity or gender of the vendor owner. Without a vehicle
that allows the buver, purchasmcr agent, or prime contractor to identify MWBEs
to obtain quotes or send RFPs, MWBEs will continue to be excluded from the
City’s utilization process.

Abuse of the Public Notification Process

The City engages in a practice of mailing bid specifications or RFPs prior to public
notification via the newspaper to a select group of vendors either. The review
committee, purchasing, and user departments have complete carte blanche to
pick and choose who is selected to receive direct and early notice of upcoming
bids. Direct notification is given to a select group of vendors to increase vendor
response to bids. Alternatively, those vendors that do not receive direct
notification are less likely to learn about the bid opportunity in a timely manner,
if at all. As such, there is tremendous room for abuse in this procedure which
has a significant impact on M/W /EBEs.

Many of the MWBEs that DJMA interviewed stated that they were unaware of
the M/W/EBE directory and that they had never received bid specifications or
RFPs, or any literature about bid opportunities from the City via a directory.
Many City staff interviewed also stated that they did not use the directory or did
not have a comprehensive list of vendors by ethnicity or gender. Therefore, it is
extremely unlikely that MWBEs and small EBEs would be directly notified of
bids. Additionally, user department s and purchasing could easily select vendors
based on favoritism giving those vendors earlier, easier and actual notice of up
coming bids. As previously noted, many City staff expressed a clear preference
for doing business with firms who have a long history of doing business with the
City. Thus, this is a process that could be used to minimize or even exclude
M/W/EBEs from the procurement process.

Added to this is the concern expressed about the inadequacy of the 10-day
notification period. Many of the small and minority and female business owners
seeking to do business with the City are not given enough lead time to prepare
competitive bids. Some complained that the 10-day notification period is simply
not enough time to submit a bid or respond to a RFP. MWBEs that DIMA
interviewed stated that The Evanston Review is neither widely read nor
distributed, especially to minority business owners located outside of the
Evanston City limits. Many business owners are not aware of the fact that City
procurement opportunities are advertised in that publication, and if a business
owner stumbles upon the notices, the ads are generally discovered only a few
days before the bid date. Many also said that they had never been contacted by
the minority coordinator about upcoming bid opportunities. Small businesses
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and minority and female businesses frequently do not have the staff, time, nor
information available to respond te a City bid under such constraints.

Lack of MWBE Participation or Incentives to Meet Program Goals

There are no percentage goals for M/W/EBE participation in the professional
and personal service preference program. A prime contractor could potentially
agree fo give a nominal percentage of work to a MWBE and EBE and still obtain
up to 10 percent credit. The result of this program is to provide majority firms
with a competitive advantage over each other. This type of program does not
create commercially viable opportunities for M/W /EBEs, in particular MWBEs.

The procurement goals of the M/W/EBE programs can be obtained without any
minority or female business participation. As such, companies with a practice or
policy of not doing business with MBEs or WBEs can continue to engage in such
practices and still receive contracts, preferences, and meet the goals of all three
programs.

The EBE program is open to any business with an office in Evanston regardless of
size or ethnic or gender ownership. The program is also available in a large
number of procurement areas—goods, supplies and construction. However, by
imposing a restriction that EBEs whose bids are within three percent or $1,000,
whichever is less, the benefits of the program are rendered irrelevant. This
limitation on the program restricts an EBE bidder from biding over $1,000 on any
project valued in excess of $33,333. A $1,000 difference to contractors bidding on
larger projects would be considered inconsequential and of little incentive or
benefit to the contractor. It is the equivalent of having to submit the lowest bid
to win the contract.

Large firms with local offices or that have the ability to quickly set-up a local
office can potentially take advantage of all three programs to the exclusion of
small local majority firms and local MWBEs. Without a small business focus on
the construction and professional services programs, the City is limiting its
MWBE and small business utilization opportunities in significant procurement
areas.

Unfair Certification Burdens on MWBEs

Although the City does not have an MWBE certification process, it requires
MWBEs to submit proof that they are certified with another entity before
participating in the City’s program. This creates a greater administrative burden
for MWBEs. While EBEs need only prove that they are located in Evanston. The
additional burden on MWBEs who have neither the resources or time to comply
further minimizes the participation of MWBEs in the program, especially if the
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MWBEs have not heard about or received information about bid opportunities
or MWBE programs.

CONCLUSION

A study of the City’s procurement policies and practices has revealed a number of
inconsistencies which have the potential to limit or exclude M/W/EBEs from
participating on City contracts. The City attempted to develop a centralized
procurement process, however, the process in many ways is decentralized. Many
of the user departments maintain their own files, and each department uses a
different numbering system. Without a centralized filing system for
procurement files, tracking utilization of M/W/EBEs is extremely difficult and
hinders the effectiveness of the minority coordinator and the M/W/EBE
program.

The City’s minority coordinator is not included in many of the initial or ongoing
discussions with City staff regarding upcoming procurement needs or bid
opportunities unless the project funding source requires some level of MWBE
participation. Moreover, both the minority coordinator and the purchasing
agent were both with the City for short periods of time. The short tenure with
the City and the coordinator’s limited involvement in many of the procurement
activities, resulted in the coordinator’s lack of input into the procurement
process.

Another hindrance to the stated objectives of the M/W/EBE program is the City
staff’s preference for contracting with those firms that have developed
relationships or that have performed work for the City in the past. Because of
this preference, many new firms and firms that have been unable to participate
on City contracts, typically MWBEs and small EBEs, are likely to be excluded.

Of particular importance is the inherent barriers imbedded in the M/W/EBE
program design. The program does not provide an incentive for contractors or
City staff to meet the participation goals established by the City. The current bid
selection process allows prime contractors on professional and personal service
contracts to be treated preferentially. However, the preference or size of the
preference is not contingent upon the amount of M/W/EBE participation.
Moreover, the City’s programs encourage contractors to utilize MWBEs in any
significant fashion. From this analysis and review, it is evident that the City’s
procurement process has systemic barriers integrated into its process that could

result in a disparate impact on those businesses the program seeks to benefit,
particularly MWBEs.
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Chapter V Qualitative Evidence of
Marketplace Discrimination

INTRODUCTION

Many of the residents and business owners with whom DJMA met, especially
Evanston nonminority residents, commonly referred to the City as one of the
most liberal and progressive in the country. However, many minority residents
and business owners often noted that the vestiges of discrimination were just as
prevalent in their small town as in any other town in America. Many cited the
segregated communities as one visible example of the derivative effects of race
discrimination.

Today’s non-minorities play a passive role in the perpetuation of the effects of
past discrimination, as they continue fo take advantage of the inequities initiated
centuries ago and continued through sometimes overt but many times subtle
barriers of discrimination.

As part of the disparity study process, DJMA sought to explore the experiences of
business owners in the Evanston area in particular and in the Chicago PMSA
generally. This Chapter is a categorized summary of anecdotal evidence of
contemporary discrimination found in the geographic market area of the
Chicago PMSA and the methodology used to collect the evidence.

The anecdotal data was gathered through a series of interviews conducted by
DJMA and a public hearing held by the City on November 15, 1995. DJMA
interviewed leaders of professional organizations and business owners in
Evanston and surrounding communities in an effort to capture the experiences,
attitudes, issues and perceptions of business owners seeking opportunities with
the City and in Evanston generally. In particular, the interviewers sought to
learn from these professionals what, if any, racial or gender discrimination
experiences each may have encountered as a business owner in this community.

The particularized accounts of marketplace discrimination contained in this
volume should be considered in tandem with quantifative evidence regarding
marketplace disparities discussed in the Statistics Chapter. The anecdotal
information is used to further assess or identify the existence of racially based or
gender based marketplace barriers.

The anecdotal information is used in conjunction with the statistical data to
further corroborate statistical findings. The methodologv employved in gathering
the anecdotal data was designed to elicit accounts of business owners’ experiences
and particularized instances of discrimination. The combination of anecdotal
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and quantitative evidence establishes the clearest possible picture of the
pervasiveness of identified forms of marketplace discrimination which may be
adversely affecting the utilization of minority and women owned firms.

The framework for the collection and analysis of anecdotal evidence for this
study has been suggested by the United States Supreme Court in the case, City of
Richmond v. [.A. Croson 488 U.5. 469 (1989). In that case, the Court held that
particularized anecdotal accounts of discrimination could help establish a
compelling interest for a local government to institute a race conscious remedy.
Moreover, such evidence can provide a local entity with a firm basis for
fashioning a program that is narrowly tailored to remedy identified forms of
marketplace discrimination and other barriers to minority and women business
participation in contract opportunities.

METHODOLOGY

The anecdotal evidence of discrimination contained in this chapter was gathered
by conducting confidential, in-depth interviews with business owners and
leaders of professional organizations and the MWBE Advisory Committee to the
City manager’s experience in or knowledge of the workings of the Greater
Chicago marketplace. The average interview lasted from one to two hours in
length. In general, each interviewee was interviewed by a single representative
of DJMA. Thirty interviews were conducted with interviewees that included 8
majority business owners and 22 past and present, minority and women business
owners of various ethnicities. The ethnic and gender composition of the
interviewees included 12 African American males, 2 African American females,
4 Hispanic males, 1 Asian male, 3 White females, and 8 White males.
Comments made by interviewees are not verified. As previously discussed,
DIMA informs each interviewee that the interview, and information obtained in
the course of the interview, will be used anonymously, thus, comments have
not been verified for accuracy. This is to encourage participants to feel
comfortable while relating their experiences and issues without fear of
repercussion.

Potential interviewees were selected from the City of Evanston Minority and
Evanston business directory; MWBE Advisory Committee; and, MWBE
certification directories from the City of Chicago, Cook County, Chicago Mass
Transit Authority, Water Reclamation District, Suburban Black Contractors
Association, and the Evanston Chamber of Commerce. Additionally,
introductory contact letters from DJMA were mailed to certified minority and
women business enterprises selected from the 1995 Cook County Directory of
Minority Business Enterprises, Women Business Enterprises, and Disadvantaged
Business Enterprises; the 1995 Directory of Certified Disadvantaged Business
Enterprises, Minority Business Enterprises, and Women Business Enterprises for
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the City of Chicago; the Protected Class Business Enterprise Vendors List for the
Metropolitan Water Reclamation District; and the Disadvantaged Business
Enterprise List for the Chicago Transit Authority. The letters invited recipients
to schedule interviews to give their comments on perceived barriers to minority
and women business participation in the marketplace.

SUMMARY OF ANECDOTAL INTERVIEWS

The results of the interviews and testimony provided during the City public
hearing revealed that many of the majority and minority business owners have
the perception that discrimination is a major obstacle to MWBEs. However,
because of the subtle nature of gender and race discrimination, many of those
interviewed noted the difficulty in attributing an MWBE's inability to secure a
loan, bonding, or a contract to discrimination. Moreover, many of the concerns,
complaints, and comments raised by the interviewees are generally those of
small business owners. What tends to distinguish the obstacles confronting
MWBEs from those confronting majority business owners is the degree of
difficulty the MWBE experiences attempting to overcome these obstacles.

A common complaint of minority firms that we interviewed was the practice of
prime contractors submitting an MWBEs name on a bid to win a contract and
then never using that MWBE on the project. On many occasions, the prime
confractor never contacted the MWBE contractor. Only by accident would the
MWRBE later learn that his or her name had been used by a majority contractor to
take advantage of the M/W/EBE program. Frequency of these complaints by
MWRBEs is a foreseeable result of an ineffective monitoring process by the City. It
is also consistent with DJMA’s findings enumerated in this study's procurement
chapter which discusses the problems effecting the City's monitoring procedures.

In the opinion of many interviewees, the City could more effectively develop
minority businesses by minimizing the effects of the procurement barriers
identified in Chapter IV. Others accused the City of apathy, showing little, if any,
interest in addressing these issues. Still other interviewees expressed frustration
with the City’s refusal to assist MWBEs who are being mistreated by a prime
contractor working on a City project. The interviewees viewed the City’s
behavior as condoning the unfair treatment of the MWBE.

MWBEs also suggested that a dedicated minority coordinator with the necessary
authority, expertise, and integral involvement in the procurement process is a
fundamental prerequisite to the development of an effective M/W/EBE
program. There experiences with the City have left them with the impression
that the minority coordinator position does not have the support of senior City
officials or City Council nor the authority to enforce the policies of the program.
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DJMA also found that many M/W/EBE contractors were not aware of the
M/W/EBE program, the existence of a director or bid opportunities with the City.
Many MWBLs and majority EBEs alike stated that they never attempted to seek
opportunities with the City because of a Jack of notification.

MWHBESs interviewed found the lack of financing to be a barrier to developing or
sustaining a business. Small businesses generally list financing as an obstacle.
The difference, however, between the experiences of majority and minority
small business owners is the number of loans issued and difficulty of the
application and underwriting process. Many of the minority interviewees noted
that underwriters occasionally require collateral valued far in excess of the
amount of the loan. Additionally, bankers fail to offer information that could
assist MWBESs in obtaining loans. Stereotypical assumptions are made that result
in probing investigations by the banker who will then use any blemish, no
matter how minor, to deny the loan or demand unreasonable collateral
requirements. One minority business owner stated that prejudice and
discrimination are standard costs of doing business for minority business
owners.

Over the course of interviews conducted for the anecdotal analysis, several issues
were commented on repeatedly by interviewees. Many cited the “good old boy”
network as one of the most difficult barriers to overcome and the network is
generally very exclusive. This problem is further exacerbated by those in the City
staff's preference for using firms with a long-standing relationship with the City.

Another common complaint is the inability to access financing and bonding.
These two resources allow businesses to fund the development of a new business
or maintain operation of an existing business. The business owner’s inability to
obtain credit at one bank tends to increase the difficulty of obtaining a loan at
another bank. Many minority business owners stated that their collateral
requirements tend to be greater than those of White business owners. Minority
business owners tend to be subjected to higher interest rates and confining loan
restrictions that do not apply to majority business owners perceived to have
similar qualifications. Minority business owners complained of difficulties with
unions and unfair pricing of supplies.

The interviewees raised numerous other concerns which are provided in the
interviewees” own words below.

DISCRIMINATION AND OTHER ADVERSE MARKET CONDITIONS

The anecdotal comments obtained from interviews conducted for this study
identified several types of discrimination that appear to affect the Greater
Chicago marketplace. The evidence was sorted into 13 categories. Each form of
discrimination and adverse market condition identified poses a significant
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obstacle to the full integration of MWBEs into the mainstream of the public and
private sectors of the local economy.

Stereotypical Attitudes

* One Hispanic male suggested that minorities that had been hired were fired
based on unfounded assumptions that they were irresponsible and dishonest.
“They had some down there when they started with research park...in the
firing process there were a lot of allusions to the fact that they were—not good
workers—there was equipment missing, go back to the last deal, cheat, and
stink syndrome. Those were—those things were insinuated.”

* A Black male business owner felt that majority firms are unlikely to give
minority firms work unless it is a requirement. “Because it was a tollway
job—and the tollway is a goal...[It is not a] mandatory type situation, so it's
like I say, as long as they don’t have to, they won't [hire minority firms].”

s This Black male business owner commented on majority firms’ doubts about
his firm’s qualifications. “We bid some projects and when we bid them we
know that our number was the best number because we were told by several
different people...And the prime contractor was the one that—yeah, he told
us that we couldn’t handle the project. Well, the basis of it was that—I don’t
want to say racism—that probably played a part in it, but he didn’t think my
company was big enough to handle a project that size. Iwould assume that it
would have to be both the [job and my people, the job] was like a million two.
They just made the decision that we could not handle that project. But as itis
right now we have a project for the Great Lakes that [is worth] a million
seven. The sub that they replaced me with was a White male.”

» An Hispanic male business owner complained about the lack of respect
shown him by majority business persons. “The way they treat me, the way
they speculate about my business, I mean, the idiots who came—White guy
by the wayv—to my office, one of the logic study used to get back to the right
certification is that I have a smaller office than my partner. That's
stupid...Things that happened to them at that time, they brought it up. And
definitely, you know, the guy was [biased|—which is another thing...”

« This Hispanic male business owner then complained about the perceptions of
majority business persons. “Well, lack of recognition [is a problem]. The fact

that you are minority, the tendency [to think]—wait, they don’t know what
they're doing.”

e A Black male business owner commented on the perception majority
business persons have of him when they find out he is a minority. “I've had

o
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the situation where over the phone everybody was extremely nice to me.
And when I show up to tell them, okay, here I am—I would say that,
typically, it takes the individual abut five minutes to recover. But personally
I've experienced that one of the biggest problems that I have is—every time I
present myself to sell my services—I have to systematically destroy some
established idea the client—the prospective client has. Regarding
minorities—people, the individuals that work in public environment—and
they will tend to associate themselves—award contracts to individuals that
they're familiar with. After all, this is the way nature operates. Like a family
really.”

* An Hispanic male business owner complained of discriminatory treatment
on a job site by majority firms. “I'm sure I have been [treated unfairly on a job
site by a prime contractor]. But [that] may be the cost of doing business.
Meaning that I don’t know whether it’s an isolated case or whether it’s part of
doing business with some of these jobs...”

* A Black male business owner commented that attempts have been made to
increase minority participation on City projects. “Previously the civil rights
organization, the NAACP, dic march on a couple of sites. It was not long
lived and it was not massive. They were picketing job sites for lack of
minority workers on the job sites.”

¢+ A White female business owner commented that the City was unresponsive
and did not communicate with her in a professional manner. “I had a
neighbor who worked for the city who said that the city was desperate for
some training and some help related to the computers...she tried to get me
connected with somebody and they were just absolutely uninterested...I think
I finally got the person who I was supposed to tell that they needed me and
that I was good at what I do. I sat outside of somebody's office for a couple of
hours one day and they never did see me. No, they saw me for about five
minutes and I never heard from them again...I would love to get involved
but the only people who want me in the city want me on a volunteer basis.
[This was] probably five years, maybe a little more.”

* This White female business owner continued, saying that she was not taken
seriously by banks when shopping for a small business loan. She said “Not
because of being female, well then again how would I know. Certainly
because I was new and small...I just didn't receive a word of encouragement.
I don't know if it is femaleness or newness. My personal credit rating is the
highest that it could be. That is the thing about discrimination, most of the
time you don't know.”
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+ A Black male business owner commented on problems with a union. “Well
one particular union, which happens to be my own local, we [have had a]
little difficulty because every time we put a request in for a minority or female
there is a gentleman down there that says that that’s [discriminatory], and we
say, no, that is a requirement of the U.S. Labor Department and as a matter of
fact, we've had to write a letter and bring it up before the U.5. Labor
Department and so it’s in the process now, 1 don’t know what they’re going to
do with it but we’ve had to take the case to the U.5. Labor Department.”

+ A Black female employee of a Black male owned company commented, “It's
who you know. It’s politics. We have to study it to death. We have been
studied and educated to death, okay?...Well, before any minority gets any
contract, we alwayvs have to be educated. They have seminars to death. You
got to sit in the classroom and they tell us how to do this, how to do that, and
whatever, and the other guys got the dollars and they’re going to the bank.
But we learned. Cause we sitting in the classroom...the other boys are out
there working the contract—theyv’re getting paid, they're going to the bank.
We call it bait and switch. They bait your butt in there and switch on you...It's
based on their past history. Okay. they talk a good game. They walk a good
game. But when you look at what they actually do.”

+ This employee continued, saying “But see they use that tired old excuse, we
can’t find qualified minority businesses. And I've always asked the
question—what is a qualified minority business? I haven't gotten an answer
to that so mavbe you’ll get it. Okay? They teach us...After we take your
seminar we still not qualified?...Does the city have a certification program?
They do not have a certification program. If you don’t have a certification
program, how can you determine who is qualified and who is not? Okay?
What is the criteria for qualification? Has the city ever had a certification
program? No. Only if they're required to do so...You know, white man go
out there try to find him a nice little—little black person-—nice little minority
person to get a bid from them, may or may not use it. But they can’t say
there’s a-—see there’s—there’s always a form. There’s a form that you fill out
that says I have tried to find a qualified minority. It does not say that you
gonna use him. It just says vou made the contact. And-—most of the
contracts require that you make the contact. They don’t say you gotta use em.
Those are rare.”

+ A Black female business owner commented on how she was perceived by
others in the business communitv. “...you know it [discrimination] exists. In
the private sector or even when I was an employee, being a female is
absolutely my biggest problem. When I would go to interviews for jobs on
behalf of the firm that I worked for...I am working for a business which gets a
quarter of a billion dollars a year, and the first 20 minutes of any interview
was how did a nice girl like vou get to be in a field like this...My field is very
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male dominated. In my particular field, being a woman is more of a problem.
Men are the scientists, Tot i omen. God forbid minorities can’t do science, so
if you are a woman and a scientist then oh no! There are way more males in
engineering and in the environmental field than females definitely.”

Discrimination in Prior Employment

* An Hispanic male said, “About six years ago I tried to apply for the job,
purchasing department. That place discriminated against because they
couldn’t find someone more qualified than me, you know, I had—when I
applied for it, five years of being in purchasing take it, 20 years mcludmor five
with the city of Chicago. And they they didn’t take me.”

Unequal Access to Financing for Business Start-Up or Expansion

* A Black female employee of a Black male owned business commented that,
“The primary difficulty was funding. You know, insurance. We’d get the
insurance but—the funding was a problem. The workmen’s comp was a
problem. Because all of that is based on financial records. So it’s like which
came first, the chicken or the egg? You know, in order to get a track record
you got to have the job. In order to do that, you know, you gotta have cash.
So you——it was like having a-—you pay for credit, and you pay for everything
in cash—you don’t have a good rating. Because you haven’t had any credit.
So that was the biggest probiem we faced in--this business.”

* A Black male business owner commented about not being able to develop
relationships with financial institutions. “We have not yet arrived at that
point [of having a bank as a partner] because we’re minorities. Okay. No,
[bankers] are very careful to avoid overt discrimination. They’'re very careful.
I mean it's there, if you take a person who is White with the same business,
same education, same everything, it’s easier for them to obtain a loan than it
is for us as Black people. I know several firms that are similar to mine with
similar types of assets, equipment, invoices that—you know--accounts
receivable out there and everything—that have been able—but are
majority—have been able to get better financing...”

* An Hispanic male business owner complained about problems he encounters
trying to get adequate financing. “I haven’t been able to get any source even
with the new company, my bank is v ery difficult. T am askmo for one lousy
line of credit—350 percent of the $3000. In our business that's absolutely
nothing...I organized [deleted] four vears ago...for a year I put about a million
dollars ’chrout?h and...when I went to ask for a little line of credit, I was
thinking about 530,000 to $40,000—and they told me they weren’t interested.
Then I moved my account to a bank close to where I am, Chicago, Qakbrook,
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went over there with the same story...the first year I made $280,000 worth of
sales, I quadrupled that thing on the second year and I know 1994 is going to
be a good year. Three million dollars, $3,000,800. And they [led] me to believe
we’ll help you...two weeks ago they told me no. On the line of
credit...whether we are minority or not-—a small business, have big problems
with that they told me that I didn’t have enough capital but—from-—to back
up $75,000, ves my pariners and I—{could have] signed a personal [note]—

because between the two of us we have half a million dollars...They still
didn'tdoit...”

* A White male business owner commented on his perception of how difficult
it is for minority business owners to get comparable financing. “...usually
minorities have always been disadvantaged as far as adequate resources
go...financing. That’s always what—it would impact those people probably
more than any.”

* A Black male business owner complained about getting a competitive line of
credit. “Whatever you require, plus a 100 percent increase. Whatever is
required of anyone else plus a 100 percent...well we really don’t like to get into
construction because it is so speculative. We want you to sign your house,
your cat, your child, your wife, and anything else that you have. Small
minority owned businesses don’t have those types of collateral...I have talked
to several of them [majority owned businesses]. Their response was looking
at your financial statement anything should give you more than $20,000 based
on your receipts they should be able to give you more than that. They had to
go through similar ones because of the requirements of the FDIC and other
banks. Their request for collateral is always greater among African Americans
and minoritv/women owned firms.”

» A Black male business owner commented on how difficult it is for minority
business owners to get financial assistance and loans. “...I didn't have to come
up with any more because this was something that was going to be beneficial
to the bank also. They usually do have to come up with more collateral...The
lines of credit uncollateralized and unsecured don’t seem to be as easy to
come by as they are in the majority areas. I even know of a [black] church that
borrows money and has maybe $1,000,000 in collateral and they only
borrowed, well I don’t know how much they borrowed, but when we became
involved thev only owed $60,000...With all of the property they owned it was
worth $1,000,000 but they had to tie all of that together for a 560,000 loan. It is
crazy. It doesn’t make any difference in a sense because the equity above the
$60,000 was still usable by the church should they need it, but it was still tied
to the $60,000 which should not have been...It is very safe to say that ‘'we can't
lend you this money because you don't meet this criteria or that criteria.” Yet,
a part of that criteria is not going to affect the banks ability to sell that loan, but
the people who do the underwriting still say well...We just couldn’t make the
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payment. In our record you will find that we wrote the bank explaining that
this was the situation before it happened and that it would only take about 25
days for us to be back in the grace. You can take that kind of information and
underwrite it and go ahead and grant the loan based on that because it was
explainable. ell, we have a lot of people who will still not look outside
that. I see them nof giving advice but just going ahead and doing it [for
majority business owners]. When it comes to minorities, [they do not].
When the package comes to the underwriter it already has the explanation in
it because majority people already know to do that. You would be denied [as a
minority applving for a business lean]....When we package and write the
explanation then that is because we have a commitment from someone in
that organization and so then when we write it, what the banks are now
saying is that we will get a second opinion...What we have found in Bank
One for example is that it would go to Indianapolis...so it was just wasting
time because it still came back denied for the same reason as the people here
denied it...one of the reasons that a second opinion was needed is because
here you were supposed to be thinking creative and yet it was still denied. 1
don’t know if the city has done anything to help get special financing or lines
of credit or that kind of thing for a minority contractor.”

A White male business owner commented on the difficulty of getting a small
business loan. “I may have taken out a $5,000 loan from a local bank for some
start-up expenses. We found it more difficult then to obtain small
financing—for small firms—they were willing to grant large loans for bigger
firms, but—but now small loans for smaller firms. About loans to small
business. And it wasn’t that I couldn’t get one, it was just that it was
complicated. They weren’t really encourage small owners, and it was
complicated, and-—would have us—required a personal guarantee. Despite
years of successful performance by our firm. And the fact that we've never—
had a significant debt in 20 years...”

Unequal Access to Bonding

A Black male business owner complained about lack of adequate bonding.
“Well, one of the problems that is most common is bonding. Because as you
bid as a prime contractor you have to have bonding. So...we're limited in that
aspect, okay?—because the job has to fall within the range that—you know, of
our bonding is, so we can’t, really, you know, go after some of the bigger
projects even though we would have the capital because our bonding might
limit us.”

An Hispanic male business owner complained about the lack of bonding,
despite his firm’s credentials. *“Still I don’t have bonding, I guess I am
negotiating $100,000 worth of bonding. Which is nothing in our industry. 1
know my bonding rate is not similar to that of majority owned companies.

MWBE Local Business Dfisparity Study V-10 D.J. Miller & Associates, Inc.
for the City of Evanston April 1996



Oh no, it’s not. An acceptable bonding [rate] within the industry is 2 to 2.3
percent. My bonding that I just got approved through my insurance
company-—thev are charging almost three percent.”

A Black male business owner complained about the availability of bonding
and technical assistance for MBEs. “I think that the city should find a way to
create some bonding capacity. I think that the city should be able to provide
technical assistance for small firms where technical assistance is required.”

An Hispanic male business owner complained about getting non-competitive
rates for bonds and loans. “I don’t think [my bonding rate is comparable to
those of majority firms], they’re probably higher...well as a percentage—
probably 23, 30 percent, higher. [My interest rates on the loan are not
comparable to interest rates that majority business get, they're substantially
higher.]”

An Hispanic male business owner commented on the practice of some
majority prime contractors to require subcontractors to put up a bond for a
job. “Well I don’t know really what the state law allows, we have the general
contractor demanding from his work[ers] anything beyond $30,000—to have
bonding now...I was the HVAC contractor for the kitchen at O'Hare for
United Airlines. Million dollar contract without [a] bond. The bonding factor
should be part of the general contractor’s cost, okay? But they want to save
money too because the bonding company says, we have companies that are
not bonded there. You're taking a risk.”

This Hispanic male business owner then continued about problems getting
bonding. “I do. I have problems getting bonding. I've been denied three
times. The same...the same thing as the bank. Despite the fact that I can show
contracts, that I have done a couple of libraries with the city of Chicago,
[another government contract for] $250,000...1 got now a contract for $800,000
on the piping. Despite that record, you know, these guys don’t——don’t budge
‘one inch. I mean, they deny you. Three times.”

A Black male commented that projects can structure so as to minimize the
bonding issue, “That’s what we talking abut breaking them up into smaller
units so that the bonding would not be a problem. Bonding is always a
problem.”

Unequal Access to Supplies and Fair Pricing

A Black male business owner commented that he was not able to find a lease
at a competitive price. “It is probably most of the time almost as though they
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are looking for...they probably will tell me that they want a higher amount for
the lease than they will tell the white person.”

An Hispanic male business owner commented on dealing with suppliers and
their network with majority firms. “Some [suppliers treat me fairly], but
basically, no. No. It tends to be a—I don’t know whether you're familiar with
the term oligopoly. there’s a limited number of people that produce the—the
product, and so they have their own distribution network. Like a group...you
cannot get the same price that in my case a Rierson or a Central Steel, which

are the big companies here, would get...because of the established relationship
they have.”

Refusals to Work by Majority Employees

*

A Black male business owner commented on the trouble he had with a
majority emplovee, “He was like saying that he lifted a bucket of concrete all
day and his back went out on him—things like that. And they went back to
labor, to the board, union hall, and said, you know, we’re not paying them
because-—whatever they want to get paid for that day. And the guy walked off
early that day in the morning. Wanted us to pay for the whole day. We really
didn’t need the union workers, was the general confractors kinds put the lid
on it. In order to keep the job... I can’t recall how long that job was, but—they
weren’t being suitable and being reasonable and we gotta cash our checks at.
your bank or else—that kind of thing. Like they didn't trust us, you know.
Well see, when we were doing that hauling that time, we had some union
guys up there. It was a different story, they came with that crap, you know,
like—I don‘t respect you basically because of the women. First, and the other
thing because we were Black. They hurried up and changed their tune. If you
allow them to disrespect you, then they will continue to do that. But if you
don’t—they’ll straighten up. Cause we fired the guy the—you know, he was
drinking on the tractor and crap? And acting the fool. Pulled his rump right
out of that tractor and fired him. And when a small business is required to
hire union personnel, it puts their bid outta whack.”

Denials of Opportunities to Bid

A Black male business owner commented that the City’s minority oriented
seminars were not helpful. “[The seminars have not been helpful] because
nothing was ever produced out of them. They had a seminar for this
building here. They were bringing in the minority contractors to meet with
O’Neil and—and the general contractors— like a networking—right, yeah,
but nothing ever came out of it. O’Neil and them did exactly what they
wanted to do.”
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* An Hispanic male business owner complained about the City’s process of
getting quotes from suppliers. “... they’ll go out and they want an open
contract to supply them with 50 different items of steel. And the only people
that can supply that would be the billion dollar corporations in steel. So it
knocks small companies out of the ballpark, whether they're small or
minority. They just can’t compete...they have resources of inventory, trucks,
they’ll service, so I think that it’s very difficult to do business with different
departments...I think if they broke their packages up into smaller units...and if
they were specific as far as their requirements, instead of having open-ended.
Right. I've never [obtained any business] with the City of Evanston.”

Exclusion from the “Good Old Boy” Network

* A Black male business owner said that he thought there was a social network
between city procurement agents and favorite vendors of the City. “What I
think is that the business people and the departments of the city government
have just ‘been in bed together’ for years and years. Breaking into that is just
a very difficult thing to do....there is no one proponent [advocating for the
minority business owner] that I can put my finger on except one alderman
that is making headway. I am talking about for business people in particular.

There are no proponents that are making headway.”

* A Black male complained of the “old boy network.” “So it's pretty much still
the ‘good ole boy” syndrome—you know, they call this guy’s friend or some
guy that's been associated with them for years. We made some efforts to
make some inroads into Cyril, we put together a package and we have not yet
received any invitation whatsoever to bid anything for them at all. So it was
just a waste of our time and our paperwork. They're not really that much
more competitive as it is, naturally it's easier for them to go to the banks and
get the working capital that they need because simply that they are White. I
mean, I'm just gonna be flat out, that’s what it is. And that the fact that—
such as my old [white] partner—her brother’s helping her—they're electrical
contractors too, so they’re helping her, so—and they all bank at the same bank
so—you know, the banker’s really buddy buddy chummy chummy with
them so~I mean, they have a tendency to let—their line of credit stretch out
a little bit longer than it would be for myself.”

¢ Another Black male business owner commented: “Most of it has gone to
some ‘good ole boy” friends of whoever is over there in the purchasing or—
not necessarily the purchasing I guess, some of the park district—they can call
people that they've known for vears or—stuff like that, you know. And come

in and thev can give contracts—just give the contracts without competitive
bidding...”
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» This Black male business owner continued, complaining about the ‘good old
boy’ network and how it affects minority firms’ ability to compete. “Well, one
of the things, again—has to do with going back to the good ole boys. There
are people who are department heads who are stuck in a rut and they’re used
to doing business in one way and it’s easier for them to pick up a phone and
call somebody that they’ve been dealing with for 20 years rather than try to-—
you know—change is hard.”

* One minority business owner complained, “They’re effective at what they're
doing “minority hiring” to keep the status quo. It's payoff stuff, keep going
back to the same people, and people ask “where is the IN?”, but it’s not out in
the open, it’s settled without anyone knowing. The contracts go to who they
want. They say that they give the job to the company with the lowest bid one
person gets a call, they tell him the lowest bid, he beats it and then receives
money to complete the job because he does not have enough. Some people
get little cookies from the City (and they’re little, because Evanston is not a big
player, compared to Chicago).”

Bid Shopping

* A Black male commented, “With this general contractor. He's trying to
knock off like, what, $30,000 off our bid?..because the other person he got a
price from was that low. But he used us to get the job. But he used my name
in the [bid] package [without using my firm on the project]. I don’t buy that.
To get the job. Yeah. It's called bait and switch. Primes have a—have a
tendency—to ask you for a bid, use your bid, and then don’t use you. Okay?
So in following up on something that we wanted...the guy who got the bid
had done a project for the city before. And he used our bid, then he wanted
too buy us out and use somebody else because everybody said (inaud) could
probably get it for cheaper. So we're still in a~a negotiating phase. And he
might not even get that contract. We’re not gonna stand by and let [a prime
contractor use our name and our bid and give the contract to another
contractor].”

*+ An Hispanic male business owner complained about being listed in a
majority prime contractor’s bid, but not being used after contract award.
“Once, [my company was] listed as being on the bid as a sub, but then not used
after the contract was awarded. I wasn’t involved on that and it was when 1
was out of the company and it was done once. Yeah, [they] used the name,
yeah. That was before—now this is difficult. Now, in Chicago, they are
monitoring the city and all the agencies—I think they used our name and-—
and it went to somebody else, they negotiated with somebody else...we give
him a number and they used our number going in...and they called somebody
else and thev would see that they had a lower price. But they used our

MWBE Local Business Disparitv Study V-14 D.J. Miller & Associntes, Inc.
for the City of Evanston April 1996



number to begin with. And that was a [majority contractor], a big company
here.” :

An Hispanic male business owner commented on a suit involving a union.
“I know that the pipe fitters union I worked with is the biggest one in
Chicago. It’s 5397. They have [supervision] right now because an African
American company brought up a discrimination suit against them...so they
are being watched right now. They don’t give him enough people when they
need it...well, part of the problem is that-—some of—I mean, has happened to
me, you fall behind union dues...and they don’t like it.”

Unnecessarily Restrictive Contract Specifications and Bidding Procedures

L ]

A Black male was frustrated with what he perceived was the City’s
unwillingness to actively seek MWBE participation during the bidding
process. “Well since we did contact this [one] Evanston company, we're—
we're finished, we made our contact. But there’s no open bid, nobody to tell
you whether you (inaud) percentage of the bid package or what.”

This Black male then commented, “Well I think the person who’s the
coordinator of that program is nothing but a crook. I don’t think he’s
working in the best interests of minorities. It was brought to him from the
floor. He did nothing. That means he’s ‘in bed’ with the guy in purchasing,
okay? Somebody’s doing something. And—I"m not going to blame the City
of Evanston, I blame (inaud). He procrastinates. No, he’s a bureaucrat. You
know, you've heard of inaction? Bureaucratic inaction? That’s him.”

A Black male commented, “Like—we’re MBE, WBEs, and if we wanted to go
as a prime, you know, then you—you're still penalized if vou don’t go out
and get a MBE, a WBE. Whereas a small business—if you can perform the
work—the work force is minority. They're minority owned—so what’s the
problem?...if you are the successful bidder, but you haven’t contacted another
minority or you have decided that you can do the job 100 percent and you
don’t need subcontract any part of it—you’re penalized. So that’s like a catch
22. But you have to go out and hire somebody else? To do this? So, that’s
sort of like—limiting your growth.”

An Hispanic male business person complained about the need for centralized
certification in the Greater Chicago area. “...[there should be centralized
certification]. Forget about it—centralize those things... METRO requires
METRO certification and you want to work with the METRO. CTA requires
CTA. certification if you have to work with them....”
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* An Hispanic male business owner complained about the city’s bid deposit
requirements. “How in the hell do you expect minority companies to come
out with a bid deposit. And that bid deposit is not returned—any of it—even
if you're unsuccessful it takes about ten days to get it if you are lucky.
Otherwise, takes months. That money is not producing any money there, it's
dead money.”

* A White male business owner commented on the uncertainties he perceived
in the City’s bid process. “I'm wavering on {whether there has been an
instance when the bid process was not fairly implemented] because there was
a circumstance on one of these awards where a person—apparently was the
lower bidder—but was not one of the three calculated and there were
subtractions and additions made. I don’t know what that was, but in other
situations there were times where people have bid and didn’t have the
required bid deposit...to put in on the bid. I guess that happens frequently, I

don’t know how that happens, but it does. And it seems to happen to people
that are new.”

» A Black male business owner complained that the City’s contract compliance
performance was not effective. “Contract compliance is crucial. Have some
teeth in that contract compliance. If you don’t have good contract compliance
then you are not going to have an effective program because these guys will
get the program and they will do everything possible not to honor these
commitments. They certainly won’t be as aggressive as they have been in [the
past] because they knew they had to be responsive and they did not want to be
held non-responsive in the bid. They were quite proactive prior to bid. They
are not even as proactive in compliance. The sanctions aren’t there. The
directions aren’t there.”

» A Black male business owner complained about the City’s bid notification
process and its impact on minority businesses. “The basic problem is that the
city does not give sufficient notice for those who want [to bid]. Bid these jobs
as generals, which is my ultimate objective, then I won't have to worry about
being on somebody’s economic plantation. They should give a minimum of
three weeks notice to the MBE, EBE, DBE’s (Disadvantaged Business
Enterprise) that they want to participate in the projects. They should have
pre-MBE, EBE, SBE (Small Business Enterprise), WBE city professions as we
come in as the city of Chicago does. There are separate sessions for the EBEs,
WBEs, SBEs. They learn to process how to get more MBEs, DBEs, 5BEs
involved with these generals. They should have two brief pre-bid sessions.
They should have a pre-bid session for the generals and anybody else. They
should have a pre-bid session for the disadvantaged, small business,
minority, women’s businesses so that you can reduce the scope of work to

find out what their concerns are. Let them show you what they need to bid
these jobs.
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* A White male business owner complained that the Cityv’s bid process has not
always been implemented in a consistent manner. “There have been
occasions where the bid process has not been explicitly identified and the
procedures followed in the bid process just did not seem to make sense. As a
result the applicant for whatever the position was not aware of where he or
she stood in the process until three or four months later. Even though you
submitted a proposal for a project, you didn't hear from the city for three or
four months. You didn't know where you stood and then all of a sudden
you got the news.’

* A White male business owner also expressed concern about not getting work
where he thought he had submitted the lowest bid, but was unable to verify
this, claiming that the City keeps the bid information confidential. “I am not
sure [if I was denied a contract where I was the lowest bidder]. I might have
been denied through public works. Some contracts I think we were the low
bidder, but I have no proof because their information is kept private. I
wasn’t able to verify our numbers...their bid openings are not public, at least
on the design works. There could be five different other matters but when it
comes to architectural design services their bid openings are not public. They
are supposed to be, but they are not. I haven't been able to see the opposing
parties’ proposals. That would be an area worth improving.”

* A White male business owner then commented on instances of racial
discrimination on the part of the City and its employees, stating, ” It is a
difficult question. 1 am not aware of any. I am suspicious of some. 1
couldn’t really prove it, but I am suspicious of a couple of occasions. Again,
it has to do with the election process of different groups of architectural
engineers. I am not quite clear how their selection process works. It seems to
me that it is not advertised in public. How they reach conclusions is
sometimes a mystery, which has led to a lot of speculation on my part as to
how some of these projects have been brought up. I think the two instances
that I am familiar with, the process of bidding was changed mid-way through
the bidding period. Some kind of negotiations happened after the bids were
submitted. It threw some people out completely of the process of
negotiations. That's where the process was not very clear. It was not held to
a rigid time frame or to a rigid procedure which I believe left a lot of people
unclear as to where does the city stand on some of these matters. It is a tough
call [whether there was discrimination]. I tend to think not, but then again I
am not sure. I think I can say that I believe that some of the projects went to
companies that were not qualified to do them for reasons other than
qualifications.. I am not sure if the people that are [being hired] actually have
the qualifications that the city was asking in the RFP. I believe that in several
instances the selection process was based upon one or two individuals that
had more play or more power than the selection process and the rest of the
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committee. I don't know if I can really say this because I am not 100 percent
sure, but I think that there is a bit of a, what I have sensed as a—I don't know
if it is ethnicity, I think it is more religion....a lot of pro-Jewish kind of
selections.”

* A Black female business owner complained about the City's” bid process. “It’s
a problem that we have discussed...how we are going to get the City and other
governmental entities within Evanston to [simplify] the purchasing process
so that when they want to purchase something like paper or some sort of
office supplies, or if they need to have the ‘90-'95 budget printed or some very
small item under $5,000, historically they have sent requests out to three
dozen people for a job that might be under $5,000. As a small business, and
most minoritv businesses are small, you can’t afford to reply to every single
request like that especially if vou know that you are going to be bidding up
against three dozen other people, especially if those other businesses are very
large businesses because we don’t get the competitive rate. As you well know,
your rate from vour suppliers are based on your annual volume. The smaller
businesses have smaller volumes and therefore cannot compete with dozens
and dozens of firms, especially from all over, and they are various sizes. We
would try to come up with some things that would automatically
discriminate against the smaller businesses and all of the minority and
women businesses are small.”

* A Black male business owner complained about the City’s bid process and its
inaction with regard to his protest of a bid outcome. “They didn’t redo the
bid. The grand total of the bid was supposed to be for 516,000 or something
like that. That was my bid. That bid was 516,000 total. It was in the range of
516,000 to $20,000. That is not the first time that happened. It was more than
$16,000. That was just part of it. The total price of everything was $53,000...the
award went to a [White firm from Chicago]...It was a suburban firm. This is
my protest to them. Did they even bother to reply to the protest?

I wasted my time to bid on something that I don’t get fair chance of winning.
[I have submitted other bids to the city before]...the previous one before the
last bid, the same thing happened. [My firm] was the apparent lowest bidder.
They decided to put in some numbers. They decided to give it to somebody
else. I don’t think that it is references. I am sure that myv references checked
out. It is not the numbers because what I bid on everything all shaped out on
the bid, the pricing- {I was told that] I [was] the lowest bidder, and everything
have totaled out.

¢ A Black male business owner complained about lack of support for the City’s
policies and programs to ensure M/WBE participation. “Those guys don't
care about the program. If they care about the program or they call
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themselves civil servants, but if someone protests out there because of
something, you are supposed to give a response to the protest. This guy did
not do that. He is just like ‘screw that guy.” He doesn’t care. They didn’t do
anything about it so it was just a waste of time. If somebody is not fair then it
is a waste of time.”

» A Black male commented, “Political. It's political. Um--I don’t really think
they want—minorities except a certain select few. To do large contracts.
Because if you look around, all the concrete work, sewer work or whatever is
being done by these—payola or something—they do that, they had minorities
working up there for the--cleaning contract with the city..as a prime
contractor, I don’t think minorities in this city going to get a chance. They—
might get a chance at being a sub, okay? Because of the conditions of the
contract. Say, for instance, the street sweep project, that just come up, it's
about supposed to be about ten million dollars, okay? To—for some qualified
minorities in this city it woulda been very easy for them to qualify as a prime
contractor, depending on [how] the job was structured, okay? They broke it
up in two. To break the contract down. Because most of the time we won’t be
able to get—bonding for a $10 million project. Your cash flow needs would
be—very high. During the period of time. The city pays well. You know, and
they pay on time. But. You still have to carry yourself when you're dealing
with any municipal or state government—30 to 60 days. But those are
restrictions or whatever that are built into the contract. Very few of them
separate out [the work] so that small businesses—small Evanston-based
businesses can participate. Most of the work is done—in this city—from
people outside of the city.”

* An Hispanic male commented, “Yeah, but there’s one instance I've heard in
the bid packaging and ultimately—alternate prices. Besides the base bid?
That alternate bid, if they wipe out some of those alternate bids in your
package-—you’re the—say like the lowest bidder—and you know you are—
with all the limits and everything. They will go maybe to (inaud) another
bidder, take out the alternate, and then they become the lowest. That has
happened to us. The rationale is—they don’t have the funds. Now I don’t
know what thev have, but that’s what they're saying. We don’t have the
funds. We don’t have enough money to buy this but we know the price.
We're gonna take it out.”

*+ An Hispanic male commented, “They tell you that they don’t give away
anything greater than $5,000, it has to go before city council, but you find out
that’s not true. Like on these parks. You find out architects who happened to
be—friends of a person who awarded these contracts to design the parks.
Okay? I know these blueprints and plans cost more than five grand. But it
never came up on the bill’s listing. Or never came before the committee. It
wasn’t a bid. It was gimmee. Well I ain’t gonna say that. Cause I know the
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city not dumb. Some departments in the city got two different bank accounts
that they payv you out of. That’s why when you look at the check—the gray
and white check means something and the blue and white check means
something. The blue and white check means it's gone through the process.
You know, the bills listing, and the gray and white check—just like a—a slush
fund. And every department in the City got one. If you nosy enough you can
find out. Oh ves, there has been some discrimination.”

An Hispanic male business owner complained that his bids have been used
by majority primes to show minority participation, but that his firm was not
used after the bid award. “[My company has been solicited to bid a job by a
prime who wanted to do public work and needs minority participation and
has not used us on a contract.] [This has happened] probably five, six times.”

Double Standards in Evaluating Performance

A Black male business owner complained about not being able to compete
with majority firms on fees for his services. “I know we're not able to be paid
the fees that our White counterparts are doing. And I see why, my partner is
White. When they think of the company, I'm the person they think about.
Unless they have a relationship that predates our business—with my partner.
I do believe and I do hope that—in the future, preferably the near future—I'll
be able to charge comparable fees. Well, three years ago I went to a project.
They needed someone. They needed a minority to oversee the construction
of one of their projects. When they asked me what our fee was I already
realized that we had to be very competitive. I told’em $63 an hour. I know
the architect was charging for his project manager, $95. The person that was
in charge told me flat out, look $35 take it or leave it. I'll tell you what, it's a
consulting service providing service on a professional degreed individual for
$35 an hour. I could get a job myself for more than that. But we needed it. So
I took the job._he did add, ‘you already know that I don’t like you people.” Let
me put it fo you this way. I am convinced that if I had been White, people
would have listened to what I had to say. And not [only] in believing my
opinions, you know what I'm talking about. But giving me the initial
credibility. Happens every time over the phone, I show up—difference. You
know...”

An Hispanic male business owner commented on not getting any more jobs
with a majority firm after satisfactorily completing a project. “There is a big
company here, one of the biggest, Turner construction company—I did the
kitchen for United for them. And that was three years ago we finished it. 1
have never been called again by Turner. And we did a fantastic job on the
products...I mean it’s something that I cannot understand...”
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Slow Payment

* An Hispanic male business owner expressed his frustration over a prime
contractor’s refusal to pay his company for services rendered, “We have to
sue [the prime contractor] because, we don’t—-can’t get all of it.”

* A Black male business owner said that the City does not become involved in
disputes where primes wrongfully withhold payments from minority
subcontractors. “The city doesn’t support contractors when they have
disputes or difficulties with the general contractors, specifically over non-
payment of money, specifically over long protracted delays to pay money, and
specifically when it comes to the contractor complying with the good faith
effort. [There] doesn’t seem to be support from the City when those problems
arise. I usually exhaust all remedies with that contractor first. I then will let
Marty Payne know. I will call the city manager if I do not get a return call or
the assistant city manager, and I never get a return call. I will usually let the
public works director know. I will let the engineering firm that is supervising
the project know before I go to the City. It can never be said that I did not
follow the procedures. Invariably, the [city] council will have gone and voted
money out for the general. The general decides when they are going to pay
us. We have an example, three instances in the city right now, one of which
with [deleted] Contractors. He has finished the work. The City has paid him,
and we still have not been paid our money. I notified the city manager. I
notified the director of public works and sent them letters. The public works
director said that he would look into it. I haven’t gotten a return call yet. I
had the letter hand delivered. I svould think that when a business man has a
problem like that and follows all of the necessary channels and procedures
that he should be redressed for his grievance or find relief in some way. It
hasn’t happened. Another instance we did a job for $120,000 for the
contractor. The job is now finished. The work has been tested and accepted.
We haven’ t gotten a dime. It was a private job that the city subsidized by
giving away some land to relocate a firm and providing some infrastructure
improvements. I am still waiting to be paid $120,000. We did the work and
finished it out in December. There is another job here in Evanston out on
[deleted] Street. We are still waiting for our retention of 540,000 and $20,000
in extra. We haven’t gotten a check from those people since August. Most
companies can’t survive when they have got $250,000 in receivables sitting
out there on three projects. What do we do as a result of that? We contact
our [attorney] and file for a lien and the clock starts ticking because we have to
protect our firm and of course we need our money. That is what we do.
Really in the City of Chicago we wouldn’t have to do that. In the state of
Illinois I wouldn’t have to do that. I notify them that I am not getting paid
and they notify the prime and tell them that they have gotten paid and now
they have to payv me on day ‘X.” Ten days from now they pay me or else all of
the rest of your payments will be held up. We swill then start deducting 50
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percent of your requests. The City of Chicago would call them and tell them
that they will not be paid another dime until you have paid this sub-
contractor who is in a minority or woman owned firm because cash flow is a
problem. The City Council in Evanston pays promptly so there is never an
excuse for a prime not to pay his bills. You get it into city council after the
first 45 days...you get paid every 30 days. Council meets twice a month. They
put it on the [agenda, the Council votes on it] and you get the check three days
later. There is no excuse in Evanston. Council pays there bills twice a
month.”

* A Black male business owner commented that majority owned firms did not
have the same problem. “I am sure anytime...if they contact the city they get
paid [if] they are an Evanston based firm but not a minority. I am sure of that.
I know of other firms that have told me that they wouldn’t tolerate that. If
they contact the city they get paid...On the [deleted] job that we are working on

right now, I am sure many of those subs contacted the City and they got paid
right away.”

» A Black male business owner stated that there is no way to get an advance for
a City contract. “There is no such apparatus [regarding advances] in this city
that is available. That is to the detriment to those emerging black owned and
women owned disadvantaged business enterprises.”

« An Hispanic male business owner complained about being paid in a timely
manner by prime contractors. He says that it is more a factor of the prime
contractor not paying timely.

Utilization of MWBE Fronts and False Reporting

» An Hispanic male business owner complained about “fronting” and some
ventures formed by and with majority firms. “So I have to wait until one of
those guys has the money, bids the job and calls me back or before...but before
I have found that—many, many cases—all that ever happens—every time
happens-—~that 1 don’t hear from anybody. Why? Because they have the
alliance with me. They take a minority company and they say, okay, we're
going to work with you—they do this thing, we negotiate it—we put you for a
mermber and we negotiate that later. That is how they work. And that has to
be broken. I do have examples, I mean, I know about a company that made
an alliance with a minority company, hundreds of thousands of dollars in the
last ten years—and this guy, you know he basically will take more than he can
perform, vou know, and the company will have to bring their own people
and finish jobs and finish jobs and finish jobs. That’s stupid. That's stupid.
What the citv, what they could do is, they could buy their own insurance, they
could buyv their own bonding to bond jobs in which minorities—they want
this thing to work, I mean help, don’t do it. That is stupid.”
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* An Hispanic male commenting about the number of fronts operating in the
area stated, “Probably all of em...because I don’t think they keep their records,
In terms of participation—I think a lot of those numbers are fabricated. You
know. There’s a lot of double counting. See when you say participation and
it’s not specific what you mean. If somebody gave a bid~-is that counted as
participation? If somebody was called on the phone and made a contact, is
that participation? You see.”

These recitations of specific instances of discrimination and perceptions of
unequal treatment are very real inhibitors to business survival and
development. Below is a further analysis of the qualitive data gathered from a
DIMA mail survey of majority businesses and MWBEs.

MARKET SURVEY ANALYSIS

Summary

The market survey of businesses in the Chicago PMSA conducted by DJMA is an
analysis of majority businesses and MWBEs that (1) have sought to do business
with the City; (2) that may seek to do business with the City; or (3) have sought to
do business with another public entity in the Chicago PMSA. The purpose of
this study was to determine whether these businesses are subject to any
constraints that may have affected their ability to procure contracts with the City
of Evanston or with other public entities in the Chicago PMSA. The survey also
seeks to determine whether these firms are faced with any kind of discriminatory
barriers that may or may not affect their businesses.

The first section of the chapter studies these issues as they relate to construction
firms. The second section studies goods and supplier businesses, and the third
section studies professional and non professional service firms. Fach section has
two parts. The first part is a general discussion of the constraints effecting
procurements. The second part focuses on firms with less than $500,000 in
revenues, firms in business for less than five years, and firms with debt equity
ratios of less than one.

The Construction Procurement survey consisted of 36 firms comprised of 12
White male owned firms, 4 firms owned by White females, 3 firms owned by
minority females, and 15 firms owned by minority males. More than 39 percent
of the firms surveved reported that the constraints imposed on them have no
bearing on their abﬂltv to procure contracts from the citv. Large project size
seemed to be the greatest constraining factor, and insurance, and “their previous
dea: ngs with the Clty seem to be the 1ea5t constraining factors in their ability to
ob’cain contracts from the City. Among other factors that hindered their ability to
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procure City contracts were the length of notification of bid deadlines, bonding,
obtaining working capital, and the local business programs. The most helpful
factors in obtaining contracts were previous dealings with the city, their
experience, prequalification, and insurance. There was no consensus of opinion
with regard to the role of MWBE programs in the city. While the programs were
listed as being helpful by nine firms, they were reported to hinder the ability to
procure contracts by another eight firms surveyed.

At least 24 of the 36 firms reported to have never been discriminated against on
any instance in dealing with the city. The discrimination seemed to affect
business owners least when seeking to obtain commercial insurance. However,
at least seven firms stated that they faced discrimination in obtaining references,
hiring, bidding for work and receiving payments for subcontract work.

The most frequently noted barrier to seeking and obtaining public contracts by
those surveyed was the lack of awareness of bid opportunities and the lack of
information about the procurement process. While other reasons such as slow
payments, insufficient bid notification time periods and MIWBE status were also
given, fewer firms raised these issues. Finally, of the respondents that are
required to use MWBEs as subcontractors in their government projects
41.7 percent reported that they would very rarely (0 to 20 percent of the time) use
them otherwise. Only 11 percent of the firms stated that this would not be the
case and that they would use the same subcontractors even when it was not a
mandatory requirement.

Of the suppliers surveyed, at least 28 percent of the firms that were surveyed
reported that the constraints imposed on them had no bearing on their ability to
procure contracts from the city. Cost of competing bids seemed to be the biggest
constraining factor and credit requirements and their previous dealings with the
city seem to be the least constraining factors in their obtaining contract from the
city. Among other factors that hindered their ability to procure city contracts
were insurance and obtaining working capital The most helpful factors in their
obtaining contracts were listed as their previous dealing with the city and MWBE
programs. There was no consensus of opinion with regard to the length of
notification of bid deadlines in procuring contracts w1th the city. While the
length of notification of bid deadlines were listed as being helpful by ten firms

and were reported to hinder their ability to procure contracts by another nine
firms surveved.

At least 43 of the 79 firms reported that they had never been discriminated
against in their dealings with the city. The least discrimination was apparent in
bzddmo for work as a subcontractor and dealing with professional and trade
assoc1at10ns, wherein at least 30 f{irms reported that they were never
discriminated against and only six firms reported that thev were discriminated
against at lease once. At least 11 firms stated that they faced discrimination in,
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bidding for work as a prime contractor and obtaining requests for proposals or
bids. Suppliers also noted that the greatest barriers to their companies are

unawareness of bid opportunities, lack of information about the procurement
process, and slow payments.

The majority of Professional and Non-Professional firms surveyed noted that
obtaining working capital was the biggest constraining factor, and MWBE
programs and the Local business programs seem to be the least constraining
factors in their obtaining contracts from the city. Among other factors that
hindered their ability to procure city contracts were length of notification of bid
deadlines and prequalification. The most helpful factor in firms obtaining
contracts from the City of Evanston was listed as the MWBE programs. As noted
by the goods and supplier businesses and construction businesses, the
professional and non professional firms surveyed also stated that the lack of
awareness of bid opportunities, the lack of information about the procurement
process and their MWBE status were the most significant barriers.

Of significant interest is that, for all of the businesses surveyed in all three
procurement {ypes, a majority of the respondents consistently stated that thev
would not use an MWBE required by an MWBE program in other contracts
where MWBE participation was not required.

Introduction
Methodology

The market survey chapter is a study of data collected from a mail survey
distributed to majority and minority business owners in the Chicago PMSA. A
total of 1,297 surveys were mailed accompanied by a cover letter signed by the
Evanston City Manager. The letter explained the study and requested each
participant to complete the survev and return to DJMA. Three surveys for three
types of firms wwere developed for this study—construction, goods and supplier,
and non professional and professional service.

Sixty-eight percent of the surveys were mailed to MWBEs and 32 percent
majority business owners. Of the 1,297 surveys mailed, 351 or 27 percent of the
surveys were mailed to professional and nonprofessional firms (98 of these
surveys were mailed to architectural and engineering firms), 348 or 27 percent of
the surveys were mailed to construction firms and 598 or 46 percent were mailed
to goods and supplier companies. The methodology for determining the
number of survevs mailed and the distribution to businesses was designed to
ensure substantive feedback from a sufficient pool of MWBEs and to mirror the
approximate average break-out of the City's procurement activity. At the time
the survey methodology was being finalized, the data collected revealed that an
estimated 11 percent of contracts were awarded to architectural and engineering
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and professional services firms, 33 percent construction and 34 percent goods.
The lack of updated or complete addresses and limited access to the identity of
many MWBEs and majority firms during this portion of the data collection
process, affected our ability to precisely mirror the City’s procurement activity.

The surveys were mailed on June 12, 1995. Survey participants were given until
July 12, 1995 to return their completed surveys. Omn July 21, DJMA stopped
collecting surveys to begin the long process of tabulating survey results. DJMA
received a total of 170 completed surveys—a return rate of approximately 13
percent. The highest return rate was from professional and nonprofessional
firms and the lowest return rate from construction firms. The following is a
detailed discussion of the survey findings.

Construction Procurement

The City of Evanston Construction Procurement Survey included 36 respondent
firms. Respondents to the survey included 26 owners, three officers, six
managers and one firm of unknown status. Thirty-three of the firms surveyed
(91.7 percent) were incorporated and the remainder were sole proprietorships. Of
the 36 firms, 12 were majority owned by African Americans, four by Hispanics,
two by Asian/Pacific Islanders, one by an Asian Indian and one by an American
Indian. Twelve of the firms were majority owned by White males and four by
White females. Seven of the firms had majority female ownership.

The primary business of 11 of the respondents was building construction. Seven
worked in heavy construction and 14 in special trade construction. Four firms
did not report the nature of their business.

A majority of the firms, 66.7 percent, have been in business for more than ten
years. Only one African American male owned firm has been in business for less
than five years. All the female owned firms have been in the business for at
least five years and two of the minority female owned firms have been in
business for more than ten years.

Three of the surveved firms employ more than 50 full time employees; all were
owned by White males. Other responses are summarized in Table 5.1.
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Table 5.1
Full-Time, Full-Year Employees By Ethnicity & Gender
Construction

Number of Full- Fematles | Males
TFime, Full-Year Whita Minorityj White Biack Hispanic Asian Asian  Amren | Total
Emplayees i Pacific  lndkan Irefian

110 10 2 1 5 4 1] o} 1 0 14
i1t0 20 1 1 2 1 1} 1 ) o] 7
211050 1 1 2 2 1 0 o 9
Cver 50 0 0 3 G 0 0 0 0 3
No Rssponse 0 0 0 1 0] 0] 0} 0 1

Source: DJIM~ Survay

* Two respondants fzied lo stats thelr ethniciy and are not included in this table
At least 23 firms reported that they employ 1 to 10 White females and 15 of the
firms reported to employ one to ten White males. While only one firm
employed between 11 and 20 White females, six firms reported that they
employed between 11 and 20 White males. Moreover, six other firms reported
that their employee composition would include 21 to 50 White employees.

Eighteen firms reported that they employ between one to ten minority females
and 21 firms report that they employ at least one to ten minority males. In
contrast, while 5 firms employ between 11 and 20 minority males, and 4 firms
hire anywhere between 21 and 30 minority males, none of the firms surveyed
reported hiring over 10 minority females. Eighteen firms did not respond to this
question.

A majority of the firms—>53 percent—had annual gross revenues greater than
53 million but less than $50 million. None of the firms surveyed had annual
gross revenues over 550 million. A little more than a third of the firms (36.1
percent) had debt equity ratios of greater than one, while 27.8 percent had debt
equity ratios less than one. The remaining firms in the sample did not respond

to this question.

Of the 36 firms in the construction procurement business that were surveyed, 24

reported that they had attempted to secure a contract with the City of Evanston

within the past six vears. Results to this question are summarized in Table 5.2.
Table 5.2

Attempts to Secure a Contract from the City Within the Last Six Years
Construction

Females Males
Number of Asian Aslan  Amrcn
Attemnmpts White  Minority | White Black Hispanic Pacific  Inckzn Incfian Total
1to10] 3 1.9 2 1 il 1] o] 18
11to 20 0 1 0 4] o] 1 0 0 2
2110 30 0 0 1 1 O 0 | 0 0 2
Crver 30 0 Y 0 0 0 0 | 0 | 0 0
Never 1 1 2] 4 3 o i 0} 0 "
No Rssponsz| 0 0 o 1 o}l o: 0o} 0 1
Source: DUNA Survay
* Two resporcants faled io state their ethricily and are notindluded in this table,
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Impact of Factors Constraining Procurement

Of the 36 construction firms that responded to this survey, most were not
constrained in their ability to do business with the City of Evanston because of
inhibiting factors. Those factors that had the greatest impact were bonding
requirements, large project size, cost of completing bids, obtaining working
capital, length of notification of bid deadlines and interestingly, the MWBE and
EBE programs. These factors are illustrated in Table 5.3 below.

Table 5.3
Factors Effect on Firms Ability to Procure Contracts from City of Evanston
Construction
S Factor Helpful Hindrance No Effect
Credit requirements 2 4 19
Bonding requirements 5 8 15
insurance requirements 6 1 23
Large project size 3 12 14
Costs of complsting bids | 1 7 21
Obtaining working capital i 5 8 17
Length of notification of bid deadlines 2 9 21
Prequalification 7 3 21
Requirements (experience} | 8 2 21
Previous dzalings with the City of Evanston 8 1 17
MWBE programs ' i 9 8 12
l.ocal business programs 5 2 7 16

Source: DJNA Surve

4
* Saveral firms o'd not respond to the quasson or responded that the question was not applicable to their
firn. Thessz firms are not included in the =hz.

Survey results further indicated that minority contractors accounted for a
significant portion of those hindered by procurement factors, as shown in Table
5.4. This finding is consistent except for the MWBE and EBE program. Here, non
minorities noted a greater impact on their ability to do business with the City.

MWBE Local Business Disparity Study Vel3 Do Miller & Associates, Inc.
for the City of Evanston April 1996



Table 5.4
Analysis of Factors That Hinder the Ability to Procure Contracts from City of
Evanston by Minority Status
Construction

Factor | Total | Minority | Non-Minority | Uniden
Credit requirements | 4 3 0 1
Bonding requiremenis | 8 5 o] 3
Insurance requirsmants 1 1 0 Q
Large project siza 12 8 2 2
Costs of completing bids 7 4 3 0
Obtaining working capital 8 8 0 2
Length of notification of bid deadlines 9 5 3 1
Prequalification 3 1 i 1
Requirements (experience) 2 1 1 0
Previous dealings with the City of Evanston 1 1 0 0
MWBE programs 8 0 7 1
Local business programs I 2 5 0

Source: DIMA Survsy

Discrimination in Construction Procurement

A majority of firms responded to having never been discriminated against in
those activities that would affect their ability to do business with the City. The
majority of those that felt discriminated against were minority firms. Responses
to questions concerning discrimination in construction procurement are
summarized below in Table 5.5.

Table 5.5
Frequency of Being Discriminated Against
Construction
Never
Discriminated | Discriminated No
Activity Against Against Response
Applying for Commercial Loan ? 3 { 26 7
Applying for Bid Bonds ? 3 25 8
Applying for Commercial Insurance i 1 28 6
Obtaining placemant on vandor lists i 4 25 E 7
Obtaining requests {or proposals/bids ' 4 | 25 ] 7
Obtaining quotes from suppliers 2 ‘ 27 i 7
Dealing with profirade associations ‘ 2 27 5 7
Hiring qualified employees ! 1 28 i 7
Obtaining references 0 i 28 ; 8
Bidding or working on contrasts 7 i 21 i 8
Bidding or working on subzontracts 4 24 { 8
Receiving payments for contract werk 5 24 7
Receiving paymzanis {or subcontract work 7 22 7
Source: DJILA Survay
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Level of Business in Public and Private Sector

Thirty-two of the 36 firms had experience working with a public entity. Thirty of
the respondents had also worked with private companies. A majority of the
firms stated that there were two important problems in working with public
entities as well as private companies—unawareness of bid opportunities and lack
of information about the procurement process. Almost 20 percent of the
respondents stated that slow payments, insufficient of time for bid preparation,
and MWBE status were barriers.

Almost one third, 30.6 percent, reported that over 80 percent of their business
came from the public sector. About 44 percent of the firms had between 20 and
80 percent of their business from the public sector. In contrast only a small
percentage of firms, 16.7 percent, reported 80 percent of their total business from
the private sector. About 47 percent of firms had between 20 and 80 percent of
their business there, while 30.6 percent of the respondents had less than
20 percent of their business from the private sector.

Contractors that are required to use MWBEs as subcontractors are noted to very
rarely (0 to 20 percent of the times) use them otherwise (i.e., when requirements
are not mandatory). While 41.7 percent of the respondents were in consensus
with this result, 27.8 percent reported that this was not applicable to them. About
11 percent of firms (four of 36) stated that they were often (more than 60 percent)
used as subconiractors even when it was required of the prime contractors.

Construction Firms with Annual Revenues Less Than 5500,000

A more detailed analysis of the Construction Procurement Survey revealed that
five firms have less than $500,000 in gross revenues, one minority male owned
firm was in business for less than five years. The five firms with less than
$500,000 in gross revenues include two White male owned firms, two White
female owned firms and one firm owned by minority males. Ten firms have
debt equity ratios of less than or equal to one. These firms were comprised of
three White male firms, one White female firm, one firm owned by minority
females and five firms owned by minority males.

Among the firms with less than $500,000 in business, only the minority male
owned firm has been in business for less than five years. Two of the firms with
debt to equity ratios less than one have been in business between 5 to 6 years,
another 2 betsveen 7 to 10 years and 5 for more than 20 years.

One White male owned firm with a debt equity ratio less than one has at least 50
full time full vear employees. Three firms with similar debt equity ratios have
between 20 and 30 employees and two firms have between 11 and 20 employees
and 4 firms between 4 and 10 employees. Two White male owned businesses,
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two White female owned businesses and one minority male owned businesses
with less than $500,000 in revenues employ less than ten emplovyees.

Among the firms with revenues less than $500,000, two White females firms
reported that thev employ one to ten non minority females and two White
females firm and one White male firm reported to employ one to ten non
minority males. Further, for businesses with debt equity ratios of less than or
equal to one, six of them reported to employ between one and ten White
females, while four of these firms reported that their employees include between
one and ten White males. Among firms with similar capital structures, 2
reported to employ between 11 and 20 White male employees, and 2 reported
between 21 to 50 White male employees.

In surveying firms with revenues less than $500,000, three firms (one White
male owned, one White female owned and one minority male owned) report
that they employ between one and ten minority males and one firm reports to
employ between one and ten minority females. Among businesses with debt
ratios not greater than one, five firms employ one to ten minority females, while
five firms with similar capital structures did not respond to this inquiry. In
contrast, for firms with debt ratios less than or equal to one, five firms hire at
least one to ten minority males, three firms employ between 11 and 20 minority
males, and one firm hires anywhere between 21 and 30 minority males.

One White male and female owned firm attempted to secure a contract with the
City of Evanston at least once, while the remaining three firms never made an
attempt.

Suppliers Procurement

This section is a survey of suppliers working with the City of Evanston. The
purpose is to examine whether suppliers face any constraints or discrimination
in dealing with the City. Seventy-nine firms responded to the survey: 21 White
male owned, 22 White female owned, 14 minority female owned, and 20
minority male owned. The respondents included 58 owners, 9 officers and 5
managers. Of those firms surveyved, 91.1 percent were incorporated, 7.6 percent
were sole proprietorships and one firm was a partnership. Eighteen firms were
majority owned by African Americans. Similarly, ten of the 79 firms had
majority Hispanic ownership, four Asian Pacific, one Asian Indian and two
Native American. Forty-five of the firms had no significant ethnic group
dominating the ownership structure while 36 firms had majority female
ownership. Just over 21 percent of the firms had annual gross revenues greater
than $3 million but less than $30 million. Only three of the firms surveyed had
annual gross revenues over 50 million. A little more than a third of the firms
(38 percent) had debt equity ratios of less than one, while 16.53 percent had debt
equity ratios greater than one. A majority of the firms—68.4 percent have been
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in business for more than ten years. Nine firms have been in business for less
than five years: one White male owned firm, one White female owned firm,
two minority female owned firms, four African American male owned firms
and one Hispanic male owned firm.

Seven respondent firms employed over 50 employees. Other responses are
sumrmarized in Table 5.6.

Table 5.6
Full-Time, Full-Year Employees By Ethnicity & Gender
Suppliers
Number of Fullk | Females Males
Time, Full-Year Astan Asian | Amren
Employees White | Minority s V/hite Black iHispanic| Pacific | Indian indign | Total
15010 .15 g 7 9 4 1! 0 ol 45
11 o 20 5 3 3 0 1 0! 0 0 12
21 to 50 2 1 7 0 0 1 0 1 12
Over 50 : 0 1 4 1 H 0. o 0 7
No Response 0 0 0 1 0 0 0 0 1

Sourca: DUMA Survey
 Two respondzats failed to state their ethricity and are not induded in this table.

Forty-six firms reported that they employ one to ten non minority females while
34 reported that they employ one to ten non minority males. Further, while
only three firms employed between 11 and 20 non minority females, eight firms
reported that their employees include between 11 and 20 non minority males.

Only two firms have more than ten minority females as employees, while thirty
seven firms report that they employ between one to ten minority females.
Another 37 firms did not respond to this inquiry. In contrast, 42 firms hire at
least one to ten minority males, one firm employs betiwveen 11 and 20 minority
males and six firms hire anywhere between 21 and 50 minority males. Twenty
eight firms did not respond to this question.

Of the 79 suppliers surveyed in the City of Evanston, 43 firms attempted to secure
a contract with the City of Evanston in the last six years. Respondents to the
survey were asked how often they had attempted to secure a contract from the
City; results are listed below in Table 5.7.
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Table 5.7
Attempts to Secure a Contraect from the City Within the Last 6 Years

Suppliers
Fermales Males ‘
Number of White | Minonty | Vehite Black [Mispanic] Aslan | Aslan | Amron | Total
Attempts Pacdific | Indan inclian
1io10 7 4 13 3 0 0 o | 1 28
1110 20 i 1 1 3 2 0 o | o | o 7
2110 30 i G 9] 0 0 0 o | o | 0 0
Over 30 i o0 0 5 0 0 0 j 0] 0 5
Never 13 g 0 3] 6 2 o 0 36
No Response 1 o 0 0 o o 0 Q 1

Sourcer DJIMA Survay . ] T
* Two respondznts fziiad to state their ethnicity and are not included in this tabla,

Impact Of Constraints On Procurement

Of the 79 supplier firms that responded to this survey, most showed no effect in
their ability to do business with the City of Evanston because of inhibiting factors.
Those factors which had the greatest impact were cost of completing bids,
obtaining and working capital. These factors are illustrated in Table 5.8 below.

Factors Effect on Firms Ability t;agggcusr.f Contracts from City of Evanston
Suppliers
. No
Factor Helpful | Hindrance Effect
Credit requiremsants 3 3 386
Insurance requirsments 4 7 1 34
Large volume 8 6 26
Costs of complsting bids 0 13 E 38
Obtaining working capital 1 9 a 35
Length of notification of bid deadlines 10 2] 28
Previous dealings with the City of Evanston 17 5 22
MWBE programs 13 6 E 25
Local busin2ss programs 5 6 | 27

Source: DJIMA Survey
* Several firtns oid not respond 1o the question or responded that the question was not applicable to thelr
firm. Thess firrms 272 not included in the tabls.

Closer scrutiny reveals that more non-minorities experienced difficulty with the
costs of completing bids than did minorities. On the other hand, minorities
accounted for all firms experiencing difficulty obtaining working capital. As to
those factors that were helpful to firms attempting to do business with the City,
Previous dealings with the City of Evanston and the MWBE proved most
helpful. Of the 17 firms which found previous dealings particularly helpful, 10
were non-minority males and two were non-minority females. Of the 13 firms
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that found the MIWBE program helpful, nine were women owned firms (six
non-minority women and 3 minority women).

Discrimination in Suppliers Procurement

Forty seven firms reported that they had never been discriminated against in
applying for commercial loans or other bank credit. Responses to questions

concerning discrimination in supplier procurement are summarized below in
Table 5.9.

Table 5.9
Frequency of Being Discriminated Against
Suppliers
i i . Never
Discriminated | Discriminated No
Activity i Against Against Response
Applying for Commercial Loan 10 47 22
Obtaining distribution rights and licenses | 9 47 i 23
Applying for Commeraial Insurance i 8 48 I 23
Obtaining placement on vendor lists : 14 43 : 22
Obtaining volums discounts 11 46 22
Obtaining quotes from suppliers : 8 51 20
Dealing with pro/trade associations ' 6 50 23
Obtaining requests for qualifications : 9 48 l 22
Obtaining references i 6 50 23
Obtaining requests for proposals/bids : 12 45 22
Bidding for work as a prime contractor 11 47 21
Bidding for work as a subcontractor : 6 51 22
Receiving paymenis for contract work 10 46 i 23

Source: DIMA Survey

While 22 of these 79 (28 percent) respondents did not answer this question, five
firms reported that they were discriminated against at least once in receiving
volume discounts to suppliers and manufacturers. Two other firms claim that
they were discriminated against at least four times and four other firms claim to
have been discriminated against more than 25 times in receiving volume
discounts from suppliers or manufacturers.

In obtaining distribution rights or licenses, four firms were discriminated against
at least once, four firms at least four times and one firm at least 16 times
according to the respondents to the survey. Of the.79 firms total, 47 (59 percent)
claim to have never been discriminated against in obtaining distributorship
rights or licenses. Among these, four were African American male owned, three
were Hispanic male owned, two were Asian Pacific male owned, one American
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Indian male owned, 18 were White male owned, nine were White female
owned and nine were minority female owned firms.

In dealing with professional/trade associations, at least 30 firms (63.3 percent)
reported not to be faced with any discrimination. Only six to nine firms reported
discrimination in these areas. Similarly, a large percentage, 60.8 percent of firms,
reported that they were faced with no d1scr1mmat10n in obtaining requests for
qualifications. In obtaining requests for proposals/bids, 45 of the 79 firms
surveyed reported to have never been discriminated against. Eleven firms
claimed to have been discriminated against: two African American male owned
firms, one Hispanic male owned firm, one White male owned firm and four
minority female owned firm. At least 58.2 percent of the respondents were
never discriminated against in receiving payments for work performed, while
12.7 percent responded to have been discriminated against in receiving payment
for work performed. In bidding or working on City of Evanston contracts, 14
percent reported being discriminated against one or more times, while 59.5
percent reported otherwise. However, bidding or working for City of Evanston
subcontracting appeared to have less discrimination (7.7 percent) with 64.6
percent of the firms reporting no discrimination.

Level of Business in Public and Private Sectors

Sixty-nine of the 79 firms had experience working with a public entity, while 73
of the respondents had also worked with private companies. A majority of the
firms stated that there were three important problems in working with public
entities as well as private companies: unawareness of bid opportunities, lack of
information about the procurement process and slow payments. While other
reasons such as insufficiency of time for bidding, insufficient project monitoring,
and proprietary specifications were also provided, these were faced only by a few
firms (less than 20 percent).

Almost 18 percent of the firms surveyed reported that more than 80 percent of
their business came from the public sector. About 43 percent of the firms had
between 20 to 80 percent of their business arising from the public sector.
Similarly, only a small percentage of firms, 24.1 percent, were involved largely
(greater than 80 percent of their total business) in the private sector. About 41.2
percent of the firms had 20 to 80 percent of their business in the private sector,
while about 16.5 percent of the respondents had less than 20 percent of their
business in there.

Contractors that are required to use MWBEs as subcontractors in their
government projects stated that they would only rarely use MWBEs as
subcontractors when not required to do so by the government (0 to 20 percent of
the time). While 43.6 percent of the respondents were in consensus with this
result, 26.6 percent reported that this was not applicable to them. Three of the 79
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firms stated that they would use the minority contractors they used under
stipulation when it was not required that they do so as prime contractor.

Suppliers with Revenue of Less Than 5500,000

This section of the survey includes a more detailed analysis of the suppliers that
deal with the City of Evanston. Of the 79 suppliers surveyed, 25 have less than
$500,000 in gross revenues. These twenty five firms include three White male
owned firms, two White female owned firms, seven firms minority female
owned firms and 13 minority males owned firms. The 79 firms also include
nine firms that were in business for less than five years and 30 firms with debt
equity ratios of less than or equal to one. These latter 30 firms include five
White male firms, eight White female firms, eight minority female firms and
nine minority male firms.

Thirteen of the 25 firms with revenues less than $500,000 and nine of 13 firms
with less than five vears in business were majority owned by African Americans.
Nine of thirty firms with debt ratios no greater than one were majority owned by
African Americans. Among majority Hispanic owned firms, five had businesses
with less than $300,000 in revenues, two had spent less than five years in
business, and four had a debt equity ratio no greater than one. Five firms with
revenue less than $300,000, and 13 with debt equity ratios no greater than one,
had no significant ethnic group dominating the ownership structure. Nine of
the twenty five firms with less than $500,000 in revenues had majority female
ownership. There were 16 female owned firms with debt equity ratios less than
one, and three that had spent less than five years in business.

Seven of the firms with revenues less than $500,000 reported that they employ
one to ten non-minority fermales: two White male owned firms, two White
female owned firms, two minority female owned firms and one minority male
owned firm. Further, five of the firms with revenues less than $500,000 reported
that they employ one to ten non minority males: two White male owned, one
White female owned and two minority female owned firms. Seventeen firms
with debt to equity ratios no greater than one employ between one and ten non
minority females. Thirteen of these firms reported that their employees include
between one and ten non minority males. Three firms with similar capital
structures reported to employ between 21 and 50 non minority females.

Among the White male and female owned firms, with revenues less than
$500,000, three had attempted to secure a contract with the City of Evanston at
least once, while one firm tried between 11 and 20 times. One White female
owned firm never attempted to secure a contract. The 79 firms also include nine
that were in business for less than five vears, six of which never attempted to
secure a contract with the City of Evanston. Thirty had debt to equity ratios no
greater than one; eight of which had tried more than once but less than ten times
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to secure a contract from the City of Evanston. Three had tried between ten and
20 times while 18 had never tried.

Impact of Constraints on Suppliers Procurement

Some of the factors impacting procurement opportunities with the City of
Evanston appear to have a greater negative impact on smaller businesses or are
less useful to smaller businesses. Those factors are obtaining working capital,
previous dealings with the City, the MWBE program and the EBE program.

Discrimination in Suppliers Procurement

Eleven of the twenty five (44 percent) businesses with less than $500,000 in
revenues responded to have never been discriminated against in applying for
commercial loans or other bank credit, while one firm claims to have been
discriminated against more than 25 times.

In obtaining placement on vendor based lists, 36 percent of businesses and in
obtaining quotes from suppliers, 48 percent of business with revenues less than
$500,000 reported that they were never discriminated against.

Eighty-four percent of the firms with less than $300,000 in revenues had
experience working with a public entity, while 88 percent of the respondents in
this category have worked with private companies. For firms with less than five
years in business, 66 percent had worked with public entities and all had worked
with private companies. Of firms with debt ratios not exceeding one, 26 of 30
(86.7 percent) of the firms had worked with public and 27 of 30 (90 percent) with
private companies.

A majority of the firms that have revenues less than $500,000 and debt ratios not
greater than one stated that there were four important problems in working with
public entities as well as private companies: unawareness of bid opportunities,
lack of information about the procurement process, slow payment and
unresponsiveness to MWBE firms. While other reasons such as insufficiency of
time for bidding and MWBE status were also provided, these were faced only by a
few firms.

Sixty percent of the firms with less than $500,000 in revenues, 44.4 percent of
firms with less than five years in business and 50 percent of firms with debt
ratios no greater than one reported that over 40 percent of their business came
from the public sector. Twenty percent of the firms with revenues less than
$500,000, 15 percent of the firms with less than five yvears experience and 16.7
percent of firms with debt equity ratios no greater than one report over 80
percent of their business coming from the public sector. Twelve of the 25 firms
with revenues not exceeding $300,000 and 15 of 30 firms with debt ratios not
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exceeding one had more than 40 percent of their business come from the private
sector. Eight firms with debt ratios less than or equal to one had 20-40 percent of
their business arising from private sector.

Contractors that are required to use MWBEs as subcontractors in their
government projects stated that they have used MWBEs only 20 percent of the
fime in contracts where MWBE participation is not required. Forty-eight percent
of those with less than $500,000 in revenue, 46.7 percent of those with debt equity
ratios no greater than one and 33.3 percent of those with less than five years in
business were in consensus with this result.

Professional And Non Professional Service Procurement

The City of Evanston Professional and Non Professional Services Survey
included 55 firms: eight White male firms, 16 White female firms, 11 minority
female firms and 19 minority male owned firms. The respondents include 48
owners, three officers and two managers. Among those firms surveyed, 76.4
percent were incorporated, 20 percent were sole proprietorships and 3.6 percent
were parinerships. Seventeen firms were majority owned by African Americans.
Only one of the 55 firms had majority Hispanic ownership, while seven had
Asian Pacific, five had Asian Indian and one had Native American ownership.
Twenty-five of the firms had no significant ethnic group dominating the
ownership structure. Twenty-seven firms had majority female ownership.

Only 21.8 percent of the firms had annual gross revenues between $3 and 510
million. None of the firms surveyed had annual gross revenues over 510
million. About 69.1 percent of firms surveyed had less than $500,000 in gross
revenues for 1994. A little less than half of the firms (49.1 percent) had debt
equity ratios of less than or equal to one, while 18.2 percent had debt equity ratios

greater than one. The remaining firms in the sample did not respond to this
question.

Fourteen respondents provide business services, while 31 were in professional
services such as engineering, architecture, research, management etc. The 14
firms providing business services did not included any minority female owned
firms. Yet the 31 firms providing professional services were approximately
evenly distributed across ethnic and gender groups. Five firms provided finance,
insurance and real estate services, two provided health services, one educational
services, and one general services. One firm did not respond to this question.

About one-fourth of the firms surveved, 27.2 percent, have been in business for
more than ten years, while only two firms, one White male owned firm and one
minority male owned firm, report that they have been in business for over 20
years. About 47.2 percent of the firms reported that they had been in business
seven to 20 vears. Among the other firms in the sample, nine had been in
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business for five to six years and 18 had been in business for less than five years.
These 18 firms were evenly distributed across the various ethnic and gender
groups.

Only one minority male owned firm reported more than 50 full-time, full-year
employees. Other responses are summarized in Table 5.10.

Table 5.10
Fuill-Time, Full-Year Employees By Ethnicity & Gender
Professional & Non-Professional Services

Number of Ful- Females Males o
Time, Full-Year Asian . Asian  Amrcn
Employees White  Minority i Whitz Biack Hispanic Pacific  Ircfan Incian | Total

11010 13 10| 6 8 1 3 1 1 0 | 42
1110 20 1 0 0 1 0 0 i O 0 2
211050 I 0 i 2 0 0 37 2 0 8
Over 50 0 11 0 0 0 ol o 0 1
No Responss 1 0 | 0 0 o o | 1 0 2

Source: DJIMA Survay
" One respondsnt f25sd to state their ethnicicy 273 i not included in this table.

At least 29 firms reported that they employ one to ten White females and 23
reported that thev employ one to ten White males. Further, while only two
firms employed between 11 and 20 White females, five firms reported that their
employees include between 11 and 20 White males. Yet another three firms
reported that their employees include 21 to 50 White male employees. However,
none of the firms reported emploving over 20 White females. Twenty-four
firms in the sample did not respond to this question.

Thirty firms report that they employ between one and ten minority females and
one firm between 11-20 minority females. Twenty-four firms did not respond to
this inquiry. While 27 firms hire at least one to ten minority males and two
firms employ between 11 and 20 minority males, none of the 55 firms reported to
have hired more than 20 minorities - male or female. Twenty-six firms did not
respond to this inquiry.

Of the 55 businesses surveyed, 25 firms attempted to secure a contract with the

City of Evanston within the past six years. Results are summarized below in
Table 5.11.
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Table 5.11
Attempts to Secure a Contract from the City Within the Last 6 Years
Professional and Non-Professional Services

Females Males

Number of Asian Asian  Amrcn

Attempts White Minority | White Black Hispanic Pacific  Indan incfan | Total
110 10 | 3 4 1 8 3 1 1] 31 o i 23
11 10 20 {0 1 . 0 0 0 oi 0. 0 1
21 to 30 i 0 o i 0 0 0 o} ot o 0
Over 30 o 0o i o 1 0 0 o i 0 1
Never I 13 81 O 4 0 5 11 0 | 29
NoPResponse | O ol 0 1 0 ol o0oi o 1

Source: DJMA Survay
* One respondant faiizd to state thelr ethrizity &nd is not included in this table.

Among the 19 minority male firms surveyed, nine were African American
owned, one was Hispanic owned, six were Asian Pacific owned and four were
Asian Indian owned. Seven of the firms attempted between one and ten times
to secure a contract while ten firms never tried. One of the remaining firms tried

more than 30 times to secure a contract. The other did not respond to this
question.

Impact of Constraints on Professional and Non Professional Procurements

Of the 55 construction firms that responded to this survey, most were not
constrained in their ability to do business with the City of Evanston. Those
factors which had the greatest impact were credit requirements, large volume,
cost of completing bids, obtaining working capital, and length of notification of
bid deadlines. The factors that had the greatest impact in assisting firms in
obtaining a professional service contract was the MWBE and EBE program. All
firms that revealed this factor to be helpful were minority or women owned
businesses. These factors are illustrated in Table 5.3 below.
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Table 5.12

Factors Effect on Firms Ability to Procure Contracts from City of Evanston

Professional and Non-Professional Services
Factor | Helpful | Hindrance | No Effect
Credit requirement: 1 5 20
Insuranca requirsments 5 5 20
Large volumsa 4 ] 18
Costs of completing bids 0 5 23
Obtaining working capital 1 10 16
Length of notificetion of bid deadlinas 0 9 20
Prequalification 6 7 19
Requiremants (expariznce) 12 7 12
Pravious daalings with the City of Evanston 8 8 i1
MWBE programs 18 1 14
Logal business programs 9 2 19

Sourca: DUMA Survey

* Several firms did not raspond to the question or responded that the question was not aoplicable to their
firn. Thase frms &2 no!included in the tablz.

Discrimination in Professional and Non Professional Procurement

A majority of firms—39—responded that they had never been discriminated
against in applying for commercial loans or other bank credit. While ten firms
did not respond, six female owned firms reported to have been discriminated

against at least once.

construction procurement are summarized in Table 5.13.

Table 5.13

Frequency of Being Discriminated Against

Responses to questions concerning discrimination in

Professional and Non-Professional Services
Never
Discriminated | Discriminated No
Activity Against Against Response
Applying for Commercial Loan i 5] 39 10
Applying for Commarcial Insurance i 3 | 42 10
Obtaining placemant on vendor lists | 7 35 12
Obtaining requests for proposals/bids l g 35 10
Obtaining reguests for qualifications | 5] 39 | 10
Dealing with protrade associations : 2 42 E 11
Obtaining quotes from suppliers 3 41 11
Hiring qualifisd employeas 2 42 11
Ohtaining references 3 42 | 10
Bidding or working as a prime contractor 4 i 40 E 11
Bidding or working &s a subcontracior 3 40 | 12
Receiving paymants for work 3 i 42 | 10
Source: DUVA Survsy
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In obtaining requests for qualifications, 39 of 55 firms reported no discrimination,
while three firms stated that they had been discriminated against at least one to
three times, two firms reported being discriminated against four to 15 times and
one firm betwen 16 and 25 times. All the firms claiming discrimination were
females or minority businesses.

Thirty-six of the firms reported never to have been discriminated against in

obtaining requests for proposals/bids, while eight females or minority businesses
firms reported discrimination in this instance.

In obtaining quotes from suppliers, 41 firms (approximately 75 percent) reported
not to be faced with any discrimination. Only three firms reported
discrimination in these areas; all three were minority owned. Similarly a large
percentage, 76.4 percent, of firms reported that they were faced with no
discrimination in hiring qualified employees. One African American male
owned firm reported discrimination in this area. Only 5.4 percent of the
respondents were discriminated against one or more times in receiving
payments for work performed, while 76.4 percent responded to have never been
discriminated against in receiving payments. In bidding or working on City of
Evanston contracts as a prime contractor, only 7.3 percent reported being
discriminated against one or more times, while 72.7 percent reported otherwise.
However, bidding or working for City of Evanston subcontracting appeared to
have even less discrimination (3.6 percent) with 72.7 percent of the firms
reporting no discrimination.

Fifty-two of 55 (94.5 percent) firms had experience working with a public entity,
while 51 of the respondents had also worked with private companies. A
majority of the firms stated that there were three important problems in working
with public entities as well as private companies - unawareness of bid
opportunities, lack of information about the procurement process and their
MWBE status. While other reasons such as slow payments and representatives’

unresponsiveness to MWBE firms were also provided, these were faced by fewer
firms.

In this context, only 12.7 percent of the firms surveyed reported that more than
80 percent of their business came from the public sector. About 47.3 percent of
the firms had less than 40 percent of their business arising from the public sector.
In contrast, while only a small percentage of firms, 21.8 percent, received greater
than 80 percent of their total business from the private sector, about 69 percent of
firms had more than 40 percent of their business in private sector. About 25.4
percent of the respondents had less than 40 percent of their business in the
private sector.
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Forty percent of the contractors that are required to use MWBE as subcontractors
in their government projects reported that they use these firms less than 20
percent of the time when they are not required to do so. About 12.8 percent of
firms stated that thev would use them more often (more than 40 percent of the
times) even when not compelled to do so.

Professional and Non Professional Service Firms with Revenues Less Than
$500,000

In performing a more detailed analysis of the 35 professional and non
professional firms who seek procurement opportunities, it was noted that 38 of
these firms have less than $500,000 in gross revenues. These firms include five
White male owned firms, ten White female owned firms, ten minority female
owned firms and 12 firms owned by minority males. Firms with less than
5500,000 in revenues have been in business for an average of 7.3 years. In the
same revenue category, White female owned firms average 9.2 years, while
minority business average 5.8 years. For businesses with debt equity ratios less
than one, the average vears in business is 9.6 years. Among the 38 firms with less
than $500,000 in revenues, five have been in business between five and six years,
seven between seven and ten vears and nine have been in business for more
than ten years but less than 20 yvears. All White female owned firms with less
than $500,000 in revenue have been in business for more than ten years.

Among those firms surveyed with businesses less than $500,000 in revenues, 68.4
percent were incorporated while 28.9 percent were sole proprietorships. Only
one firm was a partnership in this revenue category. Of the 27 firms with debt
equity ratios no greater than one, 77.8 percent are incorporated, five are sole
proprietorships and one is a partnership. Among the new firms with less than
five years in business, 77.8 percent were corporations and four firms were sole
proprietorships. Fourteen of the firms with revenues less than $500,000, six
firms with less than five years in business and five firms with debt ratios less
than or equal to one are majority owned by African Americans. Of the other
firms with less than $500,000 in revenues, one is Hispanic owned, four are Asian
pacific owned, three are Asian Indian owned and 16 have no significant ethnic
ownership. Five of the 27 firms with debt ratios no greater than one are majority
owned by African Americans. In the same category, one firm has majority
Hispanic ownership, three have Asian Pacific ownership and two have Asian
Indian ownership. The remaining 16 of the firms have no significant ethnic
group dominating the ownership structure. Of the 18 firms with less than five
years in business, eight are African American owned, two were Asian Pacific
owned, two are Asian Indian owned and six have no significant ethnic
ownership. Of the firms with less than $500,000 in revenues, 52.6 percent were
majority female owned. Just over 44 percent of the firms in business for less
than five years and debt to equity ratios no greater than one are majority female
owned.
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Thirty-seven of the 38 businesses with less than $500,000 in revenues employ less
than ten employees. These include five White male owned firms, ten White
female owned firms, ten minority female owned firms and 11 minority male
owned firms. The remaining firms did not respond. Similarly 17 of the 18 firms
with less than five years in business employed one fo ten employees. These 17
were comprised of three White females, three White male owned, five minority
female owned and six minority male owned firms.

In surveying firms with revenues less than $500,000, 16 minority owned firms
report that they employ between one to ten minority males and 20 firms report
to employ between one to ten minority females. Among the 27 businesses with
debt ratios not greater than one, 11 firms employ one to ten minority females,
while 16 firms with similar capital structure did not respond to this inquiry. In
contrast, for firms with debt ratios less than or equal to one, 14 firms hire at least
one to ten minority males and 13 firms did not respond. For firms with less than
five years in business, 13 employved one to ten minority females and eight hired
between one to ten minority males.

There were 27 firms with debt equity ratios of less than or equal to one: six
White male firms, nine White female firms, three minority female firms and
eight minority male firms. Among these, 12 firms tried more than once but less
than ten times to secure a contract, while one firm tried between 11 and 20 times.
Fourteen firms never tried to secure a contract from the City of Evanston.

Just over 70 percent of firms with debt to equity ratios no greater than one were
in professional services, four were in business services, one was in finance and
one in health services. Twenty seven of the firms with less than $500,000 in
revenues, 15 firms with less than five years in business and 23 firms with debt
ratios less than one reported that the owner(s) or the highest ranking officers in
their firm had a college degree in the firm's primary business. Two minority
owned firms with less than $500,000 in revenues and one White female owned
firm with a debt to equity ratio no greater than one reported that the owner(s) or
the highest ranking officer had less than five years of management experience in
the field prior to joining the firm.

Only two White female owned firms attempted to secure a contract with the City
of Evanston at least once, while the remaining eight White female owned firms
never attempted to secure a contract. Four of the ten minority female owned
firms attempted to secure a contract between one to ten times, while six firms
never attempted to secure a contract. Six of the ten minority male owned firms
attempted one to ten times, while one firm attempted more than 30 times. The
remaining five firms never attempted to procure contracts with the City of
Evanston. The 35 firms also include 18 firms that were in business for less than
five years, seven of which never attempted to secure a contract with the City of
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Evanston. Nine of the 18 firms attempted at least once. The 18 firms were
comprised of three White male owned firms, three White female owned firms,
five minority female owned firms and seven minority male owned firms. Most
of these firms attempted at least once to secure a contract with the city.

Impact of Constraints on Professional and Non Professional Service
Procurement

Overall, the factors impacting procurement opportunities with the City of
Evanston appear to have a greater negative impact on smaller businesses or are
less useful to smaller businesses.

Discrimination in Professionals and Non Professional Service Procurement

Close to 70 percent of businesses with less than $500,000 in revenues responded
that they had never been discriminated against in applying for commercial loans
or other bank credit. Six firms (15.8 percent) claimed they were discriminated
against one to three times. Six of these firms did not respond to this inquiry.
Just over 70 percent of firms with debt to equity ratios no greater than one
responded to have never been discriminated against in applying for commercial
loans or other bank credit. Three firms with similar capital structure claim that
they were discriminated against one to three times. In dealing with professional
and trade associations, 78.9 percent of firms with less than $500,000 in revenues
claim to have never been discriminated against. Similarly, in obtaining
commercial insurance, in hiring qualified employees, in obtaining references
and in receiving payvments for work performed, 76.3 percent of businesses with
revenues less than $300,000 stated that they had never been discriminated
against. Similarly, for the firms with similar revenue category, 71.1 percent
claimed to have never been discriminated against in obtaining requests for
qualifications, bidding or working on City of Evanston as prime contractor or as a
subcontractor. Twenty firms (73.7 percent) with revenues less than $500,000
reported that they were never discriminated against in obtaining placement or
vendor lists or obtaining requests for proposals or bids.

Less than ten percent of firms reported to have been discriminated against at
least once while attempting to bid or work as a prime contractor. In obtaining
placement or vendor lists, obtaining requests for qualifications, obtaining
requests for proposals, a little over 60 percent of firms with less than five years in
experience claimed to have been discriminatory. Of particular interest is that
between ten and 22 percent of firms claimed that they discriminated against
others in the same maftters at least once.

A majority of the firms that have revenues less than $300,000, less than five
vears experience and debt ratios not greater than one stated that there were four
important problems in working with public entities as well as private
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companies: unawareness of bid opportunities, representatives unresponsiveness
to MWBE status, and lack of information about the procurement process. While
other reasons such as slow pavments, insufficiency of time for bidding and
insufficiency of qualifications were also provided, these were faced only by a few
firms.

About 47 percent of businesses with less than $500,000, 44 percent of businesses
with less than five years and 56 percent of businesses with debt equity ratios less
than one claimed that 40 to 80 percent of their business came from the private
sector.

Contractors that are required to use MWBEs as subcontractors in their
government projects are noted to only very rarely (0 to 20 percent of the time)
use them when not required to do so. Almost 45 percent of the respondents in
businesses with less $300,000, 44.4 percent of businesses with less than five years
and 37 percent of businesses with debt to equity ratios less than or equal to one
were in consensus with this result. Only three firms with debt to equity ratios
less than one claimed that they would use MWBE subcontractors more than 80
percent of the times even if not compelled to do so.

CONCLUSION

The combined qualitative evidence gathered from the interviews, public hearing
and mail survey conducted for this study revealed a pattern of problems affecting
MWBEs and small EBEs. A reccurring comment by minority business owners is
that discrimination is still a major obstacle to MWBEs. However, because of the
subtle nature of gender and race discrimination, many found it difficult to
attribute an inability to secure a loan, bonding, or a contract to discrimination.

The consistent complaints of discrimination were also accompanied by
complaints that reflected a perceived apathy by the City to address these issues.
Many MWBEs stated that they have had problems collecting payments from
prime contractors, submitting and winning bids, being mistreated by prime
contractors, and securing financing from local lenders. Yet, the City has not
responded to MWBE contractors who have sought help, nor taken the initiative
to assist in rectifying these or other problems noted throughout this chapter. As
such, many MWBEs believe that the City is not supportive of its own “good faith
effort,” M/W/EBE program, or the welfare of MWBEs. These individual
anecdotal comments of discrimination, the perception that the City condones
such behavior and the findings of disparity against MWBEs noted in Chapter VI
suggests that an inference of discrimination could be drawn.
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Chapter VI Statistical Analysis of the Availability and
Utilization of MWBESs and EBEs

INTRODUCTION

This chapter provides a statistical analysis conducted by DJMA to determine
whether there is disparity between the availability of minority and women
owned business enterprises (MWBE owned businesses), and their utilization by
the City of Evanston. To conduct this analysis, DJMA utilized statistical data and
contracting and purchase order data obtained from the City of Evanston.

The chapter begins with an overview of the data and data collection procedures
used in the analysis; the initial time frame for the study; and, the methodology
for assessing MWBE program impacts.

Next, the discussion of the relevant market describes the geographical area in
which the City of Evanston does business with its suppliers and contractors, and
other firms interested in doing business with the City. The relevant market is
then compared with the market defined by the municipal boundaries of the City.

The utilization of MWBE owned businesses by the City of Evanston in each
category of procurement is examined. This analysis is followed by a comparison
of utilization of local businesses with the utilization of businesses domiciled
outside the Evanston city limits. The latter analysis is also done by procurement
category.

DJMA then discusses the most difficult and problematic aspect of the disparity
analysis—measurement of MWBE availability. Two different approaches to
estimating availability are presented: a Census-based measure; and, a measure
based on counts of certified MWBE and nonminority vendors.

The last analytical section contains the computation and analysis of the disparity
ratios. These measures are found by dividing percentage utilization by
percentage availability, and are the criterion for determining whether there is
underutilization of MIWBEs. Based on these disparity ratios, and associated
statistical tests, inferences are drawn about under- or overutilization of MWBEs
in the City of Evanston.

DATA COLLECTION
Contract Review Period

For this project, DJMA studied the contracting period from 1986 to 1993. During
that period, the City of Evanston’s policy towards MWBE owned businesses went
through two phases: a “Program” phase—from fiscal yvears 1986 to 1989, in which
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a formal set-aside program was developed and implemented; and, a “Post-
Program” phase, from 1989 through 1993, in which voluntary goals were applied
to procurements funded from nonfederal sources.

Generally, DJMA attempts to divide a disparity study into pre-program, early
program, and mature program periods.! The rationale behind this approach is to
review contracting activity unassisted by any kind of MWBE programmatic
initiatives (pre-program), such as utilization goals, followed by a measure of the
impact of formalized MWBE/EBE or DBE program initiatives in their earlier
stages of implementation (early program). This is followed by an analysis of the
impact the programs have after they have reached a steady state of operations
(mature program). The City of Evanston implemented the Set Aside Program in
1973. This approach also provides an opportunity to define and measure a “post-
program” period—essentially measuring the effect of the absence of enforceable
MWBE utilization goals—for jurisdictions that have had programs suspended or
otherwise modified to include the use of voluntary utilization goals or good
faith efforts.

Due to the lack of available data, DJMA was unable to amass contracting data for
years prior to the beginning of the MWBE program. The data that was available

were not in a format that permitted disaggregation to support the required
statistical analyses.?

The City of Evanston established an Evanston Business Enterprise (EBE) program
which is designed to provide preference for local firms in their procurement
efforts with the City. One rationale for the program is to increase contracting
opportunities with local businesses in order to strengthen the City’s tax base.?

In the utilization analysis, a program/post-program contrast of the City’s MWBE
initiative is presented. This measures the impact of the removal of enforceable
MWBE utilization goals. With regard to the EBE program, an analogous
comparison will contrast the utilization of EBEs before 1992 with EBE utilization
since then.

1D.J. Miller & Associates, Inc., City of St Petersburg Disparity Study, 1990.

2The data was limited to year-end reports, “Statements of Cash and Investments and Statements of
Revenues and Disbursements.”

3Evanston has one of the highest property tax rates in the suburban Cook County area.
Northwestern University, the single largest emplover in Evanston, is exempt from paying property
taxes. There is also a substantial amount of other real property in the City that is exempt from
taxes. See Hugh Dellios, "Evanston: A CQultural Melting Pot That Thrives Because of Diversity,”
Chicago Tribune, Wednesday, August 2, 1959,
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Contract Data

Contract data collection for the City of Evanston began with a data assessment
phase, initiated by conducting interviews with management and procurement
officials with the City. Each official was interviewed to assess the location and
availability of contract files, contract logs, MWBE lists and financial reports, and
to establish a general approach for data collection.

During the data assessment portion of the interviews, DJMA was seeking
utilization data in four broad procurement categories: construction; architectural
and engineering (A/E); professional services; and, goods and non-professional
services.

The contract information required would include total prime and subcontracting
dollars awarded during the program years 1986 to 1988 and post-program years
1989 to 1993, for each of the four procurement categories. QOther information
requested by DJMA included the source of funding for the different projects
(CDBG, Water Fund, etc.), the names and addresses of bidders, contract awardees,
and subcontractors, as well as race and gender of bidders, awardees, and
subcontractors. ‘

During the data assessment phase, DJMA conducted on-site visits to the City's
contract storage facilities. Inasmuch as the City had multiple storage facilities,
the contracts stored at each of these sites had to be examined for completeness
and detail of information found in the contract files. To assess the overall
condition and content of the contract files, a DJMA data assessment team
sampled five to ten contracts at each facility and completed sample data sheets.
Next, DIMA formalized its data collection plan for the City of Evanston. The
plan was submitted to the City on March 15, 1995 and actual data collection began
~on March 27, 1995. The first phase of data collection was completed on April 7,
1995. A second phase of data collection was implemented on May 9 and
continued through Mayv 17, 1995.

The plan for data collection provided a guide for the process of developing a
history of procurement activity to include the utilization of minority, women,
and Evanston owned businesses. A log of all contracts awarded by the City of
Evanston was created utilizing Reports of the Purchasing Agent (RPA) from 1986
to 1993. The RPAs provided detail on each contract presented to the City Council
for approval. This log, once constructed, provided a complete count of all
contracts awarded during the study period. A total of 1,297 contracts were logged
during the period 1986 to 1993.5

'EThese interviews also elicited information on the City's procurement polides and procedures.
5A comparable log of contracts awarded during 1971-1973 could not be constructed due to
unavailability of relevant records.
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Data collection for the City of Evanston was conducted over a period of two
months. The DIMA data collection team gathered data on 928 contracts, the total
number of contracts located and provided by the City. Table 6.1 summarizes, by
period and procurement type, the number of contract files appearing on DJMA's
compiled contract log, and the number from which relevant data was actually
extracted. This table includes contracts that were formally bid or negotiated, but
does not include purchase orders (POs).

Table 6.1
Counts of Logged Contracts and Coniracts Recorded
by Period and Procurement Category

Goods and Non-
. Architecturef Professional Professional
Period - Engineering Construction Services Services Total
lLeg | Rec. lLog |Rec. log |Ree. | Log Rea. Log Rec.
Program i6 8 135 120 19 18 277 234 447 381
Post-program 61 31 226 § 232 71 23 | 482 261 850 547
Total 77 40 361 352 80 41 769 495 1,257 928

Source: DIMA

Note: The table may vary from the number of contrzzts reflected in the utilization tablas, as the following contracts were
deleted from th= database during data verification: contracts with unidentifiable contract award amounts, lease
agreements, grants, revenue geherating confracts and fee schedule contracts with unidentifizble final dollar amount.

In collecting contract data, DJMA had to allow for the lack of availability of some
contract files. Inability to locate files reported on the City’s’ contract log reduced

the number of contracts for the analysis. This will be discussed later in this
chapter.

Limitations on Contract Data

Upon reviewing the actual contract files, DJMA was faced with extensive data
limitations created by missing information in the areas of contract award
amounts, subcontractors utilized, subcontractor award amounts, locations of the
prime, bidder, or subcontractor, and race/ethnicity/gender identification. After
collecting the information from the contract files, DJMA made attempts to
identify missing contract information. These efforts included submitting lists of
missing information to the City and contacting prime contractors directly.

6The first attempt to collect information involved compiling lists of missing information for the
City of Evanston. These lists were provided to the Minority Coordinator of the City and the City
Manager. The Minority Coordinator and City Manager disseminated the lists to appropriate
personnel to gather any additional contract information. This effort provided DJMA with some
additional information needed for the analvsis of the agency's procurement activity, mainly in the
areas of location identification and missing award data. The City was able to provide little
information on race/ethnicity/gender identificaon.

An additional effort made to collect missing information was to contact prime contractors
directly. DJMA reguested in writing that the City allow the data collection team to send letters
and make telephone calls to prime contractors, requesting that each contractor identify
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The lack of available subcontractor information is not unusual in governmental
agencies that do not have race neutral or race conscious programs. Since most
governmental entities do not contract with the subcontractors, most do not see
the need to track subcontractor award dollars. The exception is those entities
attempting to track MWBE or small business contract activity. Governmental
entities with race neutral or race conscious programs, typically maintain MWBE
subcontractor information. Croson assumes that sufficient MWBE subcontractor
data is available to perform a disparity analysis. However, what is particularly
interesting about the City of Evanston is that, while the City had a MBE? Set-
Aside Program from 1973 to 1989, it had not maintained complete records
reflecting subcontractor utilization before, during or after the program. As such,
for this study, MWBE subcontractor data was limited.

Purchase Order and Other Data

DJMA requested accounts payable runs (purchase order runs) to gather additional
procurement data. However, the accounts payable runs received did not identify
the race, ethnicity, or gender of the vendors. More importantly, the purchase
order runs did not identify the commodity or procurement type for a particular
purchase. Accounts payable information is computerized from 1990 forward.
‘The City of Evanston provided DJMA with a printout of purchase orders since
1990 which DIMA utilized for pavment and location information. DJMA was,
however, unable to classify purchase orders into goods, construction, A/E,
professional and nonprofessional services categories “without making extensive
assumptions. After several unsuccessful attempts to restructure the purchase
order runs, DIMA decided to rely upon contract data collected.

RELEVANT MARKET

Based on the Supreme Court requirement that an MBE program cover only
those groups that have actually been affected by discrimination within the public
entity’s jurisdiction, most disparity study consultants employ the definition of
relevant market as the area of a public entity’s commercial activity. Other
jurisdictions (e.g., Dallas and L.os Angeles) have restricted the relevant market to
those firms within their jurisdictional boundaries. The usefulness of the

subcontractors utilized on their projects, a5 well as to identify dollar amounts paid to the prime
contractors and to subcontractors, and ethnicity classifications of prime and subcontractors. For each
contractor mailed the information request letter, the general response time given was five days. If
a contractor did not mail or fax the information to the City of Evanston’s Citv Manager’'s office
within five days, DIMA called the contractor to inquire about the status of the requested
information. The contractors often requested additional descriptive information about the contract,
which was provided by referencing the contract logs provided by the City. This atternpt to collect
contract information was minimally successful.

7The City’s program was limited to minority-owned businesses. WBEs were not included.
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relevant market concept, however, is to mark a geographical boundary that will
determine the relevant business market that is the object of analysis of the
present study.

Three methods have been used in past disparity studies to establish relevant
market areas. The first measures dollars expended on contracts for goods and
services, and the location of firms that won those contracts. In the second,
vendors and contractors from an entity’s bidders or vendors lists are surveyed to
determine their location. The former has gathered some measure of acceptance
under the U.S. Department of Justice guidelines for defining the relevant
geographical market in antitrust and merger cases. The third method is to utilize
the census-defined metropolitan area as the relevant market area.

DJMA has modified the first two methods of assessing the relevant market area
and developed a composite method for determining a public entity’s relevant
market area by using its vendors lists, bidders lists, and lists of contract awardees.

The criterion used for establishing the relevant market area is any one of the
following:

85 percent or more of the listed vendors are located
* 83 percent or more of the bidders are located
» 85 percent or more of the awardees are located

Three sources of data that were consulted for the relevant market calculations:

* Vendors list supplied by the City of Evanston’s purchasing department

+ List of bidders compiled from data collected on construction and
professional services contracts awarded by the City of Evanston
supplied by the City of Evanston’s purchasing department

* List of firms awarded construction, A/E and professional services

contracts supplied by the City of Evanston’s purchasing department for
the studyv period

Thus, for construction, A/E, and professional services contracting, it is possible
(data permitting) to construct a relevant market according to the respective
threshold percentages of vendors, bidders, and contract awardees.

In the case of general procurement, however, the form of purchase order data
and the special nature of the buying process for much of goods and
nonprofessional services normally precludes the development of a complete
bidder profile on which relevant market calculations can be made. Nevertheless,

bidders and awardees on formal procurement contracts still allow such
calculations to be made.

The method for calculating the relevant market is straightforward. For each
procurement category, the address of each vendor, bidder, or awardee is placed in
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one of four mutually exclusive categories: the City of Evanston; the Chicago
PMSA; the state of Illinois; and the United States.

A percentage distribution of firms’ addresses is then calculated for each
procurement type according to the geographical ordering described above. A
cumulative percentage is summed, beginning with addresses in the City of
Evanston and moving outward geographically. The geographical category with a
cumulative percentage closest to the defined cut-off of 85 percent is then chosen
as the relevant market for each procurement category.8

These bidder-based and awardee-based relevant market calculations are
conducted for each procurement type. Discrete, non-duplicative listings of firms
that bid on or are awarded contracts are compiled. The geographical summing of
percentages for these groups is performed in the same way as for vendors.

The City of Evanston’s purchasing department provided a file with a list of
vendors. From this file, 5,325 vendor records were to form the basis of the
vendor-based calculation of the relevant market for each procurement type.
Although containing the addresses of the vendors, the overall data provided was
insufficient to subdivide the file according to procurement category. Thus,
vendor-based calculations of the relevant market are not available. However,
relevant market calculations were completed from the list of bldders and contract
awardees. The results are presented in Table 6.2.°

Table 6.2
Relevant Market ldentification by Procurement Type
City of Evanston

Vendors Bidders Awardees
Construction NA Chicago PMSA Chicagoe PMSA
Architecture/Engin=aring NA, Chicago PMSA Chicago PMSA
Professional Services NA State of lllinois State of Hlinois
Goods and Non Professional. Services NA State of illinois State of Winois

Source: DIMA
NA = Not available

Based on the 85 percent criterion, Table 6.2 indicates that the relevant market for
construction contractors is the Chicago metropolitan area.l? This is also true for
A/E consultants.}! In contrast, the relevant market for professional services and

8An alternate critecion is a cut-off of 75 percent. As implemented in this chapter there is little
ractical difference between the two.

In some cases the relevant market calculations may vield conflicting answers. Where this occurs,
the bidder-based calculations are chosen following the logic of identifving those businesses that
affirmatively identify themselves as ready and willing to do business. Bidders most closely fit
that definition--those who bid {compete) and w in, as well as those that lose.
10For bidders and awardees, the cumulative percentages at the metropolitan level were 82.1
?ercent and 83.2 percent, respectively,

IFor bidders and awardees the cumulative percentages at the metropolitan level were 91.8 percent
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general procurement is estimated to be the state of lllinois.}2 The alternative 75
percent criterion results in the Chicago PMSA as the relevant market for each
procurement category.!3

In addition to these results, there are practical reasons to define metropolitan
Chicago as the relevant market. Most important is the Croson requirement that
race conscious programs instituted by a jurisdiction be able to redress identified
discrimination, if any, in the relevant market. For “relevant” market areas
much larger than a metropolitan area, the ability of a municipality’s MWBE race
conscious programs to redress discrimination is not likely to be plausible. It is
arguable that such a large area amounts to no defined relevant market at all.}*

The geographical measurement of relevant markets is appropriate when using
availability estimates of MWBE owned businesses that are based on Census data
or on other estimates that do not specifically identify firms that are “ready,
willing and able” (RWA) to conduct business with the City. RWA estimates, by
definition, include all such firms in the relevant market.

For the City of Evanston’s EBE programs the appropriate market area, by
definition, extends only to the city limits. Thus, the relevant market that
pertains to contracting with MWBE owned businesses fully encompasses the EBE
“relevant market.”

UTILIZATION ANALYSIS

This section presents an analysis of utilization of MWBE owned businesses and
EBEs in each procurement category. Initially, the analysis provides an overview
of the overall utilization of MWBE owned businesses and EBEs by year, and
reviews prime and subcontracting activity as well as the total utilization of
MWBE and EBE firms.15 To distinguish between overall utilization, utilization

and 88.5 percent, respectively. ‘
12The bidder and awardee cumulative percentages at the state level were 83.0 percent and §3.9
percent, respectively, for professional services, and 85.4 percent and 84.5 percent, respectively, for
§enera1 procurement.

3At the metropolitan level the bidder and awardee cumulative percentages were 74.4 percent and
80.7 percent, respectively, for professional services, and 72.7 percent and 71.6 percent, respectively,
for general procurement.
1417 Croson, the City of Richmond had not defined a relevant market so, in prindple, any MBE,
regardless of location, could have participated in the City's race conscious initiative.
15When combining the dollar value of prime and subcontractor utilization, care was taken to avoid
double counting. In specific instances in which an M/WBE prime contractor subcontracted with
another M/WBE, a correct total utilization figure would require an adjustmment to the prime contract
amount to avoid counting the same dollars twice.
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aggregated by MWBE status, and EBE status, results are presented in separate
sections. In the final portion of the utilization analysis, a comparative analysis of
program and post-program utilization is presented.

MWRBE Utilization (by Total Dollars Awarded)

Table 6.3 summarizes the value of prime contracts awarded by the City of
Evanston, by year and MWBE category. During the study period, 1986 to 1993, the
City of Evanston awarded $149.6 million, of which MWBE owned businesses
received $6.3 million (4.2 percent of total prime dollars).1é Minority businesses
received $5.4 million (3.6 percent of total prime dollars) while Women owned
businessesi? received $928,404 (0.6 percent of total prime dollars). African
American owned firms received 5$3.2 million of total contracts (2.2 percent),
while Hispanic owned firms represented $899,369 of the prime dollars contracted
(0.6 percent of the total).

Table 6.3
Prime Utilization of MWBEs
All Procurement Categories (8)
City of Evanstion

Fiscal Year |  White MWBE Black | Hispanic| Astan WBE ,&,’gg’.; Total
1986 5783033 - 203261 122018 0 0 : 78635 | 25810 5,986,204
1587 7087270 ¢ 658,313 402343 0 11,250 | 244720 0 8305523
1983 7373302 | 2552975 454158 | 787,585 0 ' 140881 | 1170250 9,926,277
Total 1086-88 | 20833545 | 3414548 grasyy | 781585 11,250 | 464336 | 1,172.830 24,308,084
1989 TEOTOEE ¢ 419,251 243 805 66,730 ¢ i 102715 o 8.306,308
100 11218457 . 867472 720,585 0 65840 , 38547 22,500 12,085,959
1991] 36908533 | 936545 840,594 ] 0 | 115851 | 0 37,865,103
1932 44939643 @ 297273 178,948 13,470 0 104,855 0 45,286,921
1993 | 21332273 ;. 378841 265258 31,583 0 i 2200 0 21,731,114
Total 1989-93 | 122576,054 | 2919382 2255191 | 111,783 65840 | 484,068 22500 | 125205416
Total 1986-93 | 1432689579 @ 6,333,831 3233708 | 899,389 77000 1 928404 [ 1,195350 | 140603510

Source: DJMA

Table 6.4 summarizes the dollar value of subcontracts generated during the same
period. During the study period, the total amount subcontracted was
$15.4 million, of which MWBE owned businesses received $8.5 million
(55.5 percent of total subcontracting dollars). Minority businesses received $5.3
million (34.5 percent), while Women owned businesses received $3.4 million
(22.3 percent of the total). African American owned firms received $4.4 million
of total subcontracts (28.9 percent), while Hispanic owned firms captured $454,279
(3.0 percent of the total). Firms in the other MWBE categories received the
remainder of the subcontracts.

16The MWWBE totals are simply the sums of the other MBE and WBE categories.
17\WBEs are defined as businesses owned by White women. Businesses owned by minority women
are included in the other MBE categories.
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Table 6.4
Subcontractor Utilization of MWBESs
All Procurement Categories
City of Evanston

o Unid.

Fiscal Year White MWBE Black | Hispanic | Asian WBE MEE's Total
1986 193972 36,168 0 0 0 : 35168 0 230,140
1987 £21.809 4,255 0 1,358 0 0 2900 626,164
1988 337215 325,061 29289 248526 0 47238 0 562,266

Total 1986-88 | 1,153,095 355474 292R) 249,881 0t 83404 | 2,800 1,518,570
1989 731,785 305,806 128416 | 128,500 0 i 47880 | 0 1,037 691
1990 821,181 121,263 0 . 40300 0§ 80963 | 0 942,444
1991 424 g0 187,401 segps 5,303 0 150,563 | 4,640 612,221
10021 3271283 168,390 36,229 20,295 48344 | 41,185 | 15157 | 3430885
1993 435322 1 7393251 | 4222881 0 0 13024470 | 145100 7,849,573

Total 1989-93 | 5705413 | 8176201 | 4414321 . 204,398 46344 3345171 | 165897 | 13,881,614

Total 1986-03 | 6858308 | 8541675 | 4443880 - 454279 46344 | 3423575 | 188,797 | 15400,184

Source: DJMA

Total utilization bv MWBE category is presented in Table 6.5. Of $149.6 million
in total contracts awarded, total utilization of MWBEs (prime and subcontracting
dollars) amounted to $7.7 million dollars MWBEs (5.1 percent of the total).
MBEs received $6.1 million (4.6 percent) while women owned businesses
accounted for $1.3 million (0.9 percent of the total dollars). Of the individual
minority groups, African American owned construction firms earned
$3.5 million in contracts (2.3 percent), while Hispanic owned firms earned
$1.4 million contracted (0.9 percent).

Table 6.5
Total Utilization of MWBEs
All Procurement Categories
City of Evanstion

Fiscal Year White MWBE Black | Hispanic Asian WBE MBS Total
1985 5783033 203261 t2Z2me o 0 | 7883 2610 5,985,254
1937 773720 1 632568 42343 1,355 M250 | 244720 1,545 8,395,523
1988 7373302 | 2579118 4483457 1,085,112 0 189,309 1,170,250 9,926,277
Total 1986-88 | 20893545 | 8744947 1004817 | 1037467 11,250 512,664 1,174,405 24,308,004
1689 7,907,058 704,769 /EIB 1 196,230 G | 148,603 0 8,326,309
1930 | 11218457 : 983735 720535 ¢ 40300 685840 | 139510 22500 12,085,959
1991} 35808558 . 1,172341 857483 1 33698 0 | 266514 4,840 37,863,103
19¢2 | 449082848 409068 187,357 14,370 45344 1 146,050 15,157 45,285,921
19931 21352273 6T20a2 3|7 - 31583 0§ 108470 146,100 21,731,114
Total 1589-93 | 122378034 - 3847205 2392751, 318,181 112184 | 838,147 188,397 125295416
Total 1986-83 | 143269570 7,692,152 | 33973538 1,353,648 128434 | 1,320,811 1,362,802 149,603,510
Source: DJM/

MWBE Utilization (by Counts of contracts)

Table 6.6 shows the distribution of the number of prime contracts awarded by the
City of Evanston during the study period. During this period, the City of
Evanston awarded 928 contracts. MWBE primes received 84 (9.1 percent of the
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total number). Minority owned firms won 55 contracts (5.9 percent) while
Women owned businesses won 29 contracts (3.1 percent). African American
owned firms received 44 prime contracts (4.7 percent of the total contracts as
primes), while Hispanic owned firms were awarded six prime contracts (0.7
percent).

Table 6.6
Prime Utilization of MWBEs
Prime Contract Counts
City of Evanston

Fiscal Year White % MWBE Black | Hispanic| Asian | wee | MBES Total
1988 12 10 8 0 o 3 1 122
1987 118 : 12 7 1] 1 4 ! o 131
1088 €15 : 11 5 2 0 3 | 1 126
Total 1985-88 a8 fee) 18 2 1 10 2 379
1989 118 10 3 2 0 5 i 0 128
1990 108 12 8 0 i 2 1 120
1991 14 11 B o o 5 ! 0 115
1992 =" - 19 4 1 0 5 0 103
1993 p - 8 5 1 0 2 0 =<}
Total 1983-93 438 5% 5 4 1 19 1 549
Total 1886-83 544 8 44 [ 2 2 3 928

Source. DJMA

Table 6.7 presents the total number of subcontracting contracts generated during
the study period. A total of 467 were documented. Seventy-two of the
subcontracts went to MWBE owned businesses, accounting for 15.4 percent of
total subcontracts. MBEs received 42 awards (9.0 percent of the total) while
Women owned businesses won 30 subcontracts (6.4 percent). African American
owned firms accounted for 15 subcontracts (3.2 percent). Hispanic owned firms
accounted for another 15 subcontracts (3.2 percent). The remainder went to other
MWBE categories.

Table 6.7
Subcontractor Utilization of MWBEs
Contract Counts
City of Evanston

Fiscal Year White MWBE | Black | Hispanic | Asian wBe | MBES Total
1986 7 i ] ) 0 P ‘ 1 0 8

1987 A i 3 a 1 o i ¥ 1 78

1988 43 11 2 i 6 ) i 3 0 53

Total 1986-88 127 15 2 ] 7 i 0 ; 5 1 142
1889 & 9 i ) : 1 P0 4 o] 89

1990 57 4 i o i 2 ) i 2 o &1

1591 41 14 ! z i ) i ; Q 1 55

1992 &8 19 | 4 { 3 I3 ; 5 3 g7

1993 4z 11 ! 3 : ¢ ) : 4 4 53

Total 1989-93 268 57 e i g 3 == & 325
Toml 1986-63 fc=3 72 ;13 P15 3 x g 457

Source: LAJAA
MWBE Local Business Disparity Study VI-11 D.J. LMiller & Associates, Inc.

for the City of Evanston April 1958



Table 6.8 provides an overview of the total number of prime and subcontracting
contracts generated during the study period.

Table 6.8
Total Utilization of MWBEs
Contract Counts
City of Evanston

" ) Unident |
Fiscal Year wWHITE | mwsEe Black | Hispanic | Asian WBE . BEs Total
1665 119 1 6 0 0 4 1 1%
1987 131 15 7 1 1 5 1 205
1983 183 A 7 8 0 7 i 185
Total 1986-88 473 48 ) ] 1 i 15 3 521
1939 178 9 7 3 0 ) 0 1a7
1990 165 6 8 2 1 4 1 181
1691 145 25 8 3 o | 14 1 170
) 161 29 8 3 3 | 11 3 190
1993 117 19 8 1 0 4 4 135
| T 1989-83 75 108 ) 12 4 44 9 874
Totat 1986483 12 156 5 21 5 0 12 1325
Source: DJMA

MISSING VALUES ANALYSIS

Examination of the prime and subcontractor database revealed that some
contracts did not have the contract amount reported, but contained other
contract terms. For example, some contracts were priced in dollars per pound or
dollars per square foot. Other contract files contained no documentation of any
contract dollar amount.

The number and distribution of prime contracts that did not have contract
amounts reported or were not in usable form for this analysis is shown in Table
6.9. Based on the summary data presented in Table 6.9, all of the prime contracts
for which dollar amounts were not reported, or which contained data not in
usable form for this analysis, were awarded to White-owned firms. Hence, the
utilization analysis of minority owned businesses, with respect to prime dollars,
is not affected by the records with missing amounts.
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Table 6.9
Prime Contracts with Missing Contract Amounts

Counts .
City of Evanston

Fiscal Unid, Native .

Year Biack Hispanic Asian MEBE's WBE American MWRBE White Total
1985 ¢ i 0 0 i 0 0 0 i 0 3 3
1087 o | 0 o ] o 0 0 ! 0 4 4
1685 0 0 0 0 0 0 : 0 4 4
1989 0 | 0 [t} 0 0 0 : ] 7 7
1900 0 ] o 0 0 O 0 | 0 g ]
1991 0 v} 0 0 0 0 : 0 2 2
1992 0 i o 0 Q 0 a i 0 2 2
1993 o i s} 0 0 0 0 i 0 6 6

Total 0 ! 0 | 0 0 0 0 | 0 37 ar
Source: DJUMA

The number and distribution of the subcontractors for which there was no
subcontract amount reported (or was not in a form that could be used for
analysis) is shown in Table 6.10. Based on the results shown in Table 6.10, of 142
subcontractor firms, 118 were White owned (83.1 percent), while 24 were MWBE
owned businesses (16.9 percent). Comparing these results with those found in
Table 6.7, the MWBE percentage of subcontracting firms with missing amounts
roughly corresponded to the MWBE percentage of subcontracting firms that were
awarded contracts (15.4 percent of total subcontracting awards went to MWBE
owned businesses, while 16.9 percent of subcontracting firms without valid
amounts reported were MWBE). MBEs received nine percent of the total
number of subcontracts, while the MBE percentage of subcontracts with no valid
dollar amounts was 4.2 percent.

Table 6.10
Subcontracts with Missing Subcontract Amounts
Counts
City of Evanston

Fiscal ) Unid. Native : - ]

Year Black Hispanic Asian MBE's WBE Armerican MWBE |- White Total
1886 0 0 0 i} 0 0 0 0 0
1987 [+ 0 0 0 1 ] 1 18 19
1988 2 0 0 0 0 0 | 2 24 x5
1989 4 i 0 0 0 0 0 ! 4 20 24
1990 0 ! 0 0 ! 0 0 0 z 0 23 23
1991 2 1 0 ] 0 5 0 { 8 18 =
1902 4 1 0 | 0 0 0 ] 5 12 17
1993 3 ¢ o 0 i 1 0 0 : 4 3 7

Total 15 i 2 0 i 1 8 0 24 148 142
Source: DJMA

The fact that several of the subcontractors did not have subcontract amounts
reported could bias the results reported in the study. HHowever, since the
distribution of subcontracting firms with missing amounts roughly
corresponded to the distribution of subcontracting firms that were awarded

AWBE Local Business Disparity Study VIi-13 D.J. Miller & Associates, Inc.
for the City of Evanston April 1996




contracts, the percentage ufilization of minority firms as reported by this study
may be expected fo reflect the true distribution of the contracts.

UTILIZATION ANALYSIS (By Procurement Category)
Comnstruction
MWBE Utilization

Table 6.11 shows total prime dollars awarded by the City of Evanston for
construction, disaggregated by year and MWBE category. For the years 1986 to
1993, the City of Evanston awarded $123.1 million, of which MWBE owned
businesses accounted for $5.6 million (4.5 percent of total prime dollars).
Minority owned businesses received $5.1 million (4.1 percent) while women
owned businesses accounted for $472,162 (0.4 percent). African American owned
construction firms received $3.1 million in construction (2.5 percent of the total),
while firms in the unidentified MBE/DBE category received $1.2 million in
construction contracts (one percent). Hispanic owned firms accounted for the
remainder of the prime dollars contracted (0.7 percent). There was no
participation by Asian and Native American firms.

Table 6.11
Prime Utilization of MWBEs (5)
Construction
City of Evanston

Unid. Native
Fiscal Year Black Hispanic Asian MBE's WBE American MWBE Total
1988 01818 | o] 0 1 4] 1] o H 101,916 | 3,865,684
1987 338618 0 o | 0 220,654 0 i s=sez72 5,781,942
1983 445458 787,586 o | 1,170250 79258 0 2,482 552 7.260,239
Total 1986-88 215,992 Ta7586 o] i 1,170250 209912 0 3,173,740 16,907 875
1989 248,805 63,730 0 | 0] 19475 ) 338,011 6,160,078
1990 TO9,635 ] g i 0 0 0 703,635 8,824,399
1891 840554 0 o} 0 17,400 0 857,934 30,850,523
1982 88,141 0 0 ] 83375 v} 171,516 40,724,934
1993 285258 0 0 0 52,000 0 | 317258 19,656,256
Total 1989-83 2153435 3 65,730 0 0 172250 o | 2392414 106,216,191
Total 1986-03 | 3050423 | 854316 0 | 1,570,250 472,162 o i 5586,154 123,124,066
Source: LUMA

Total utilization by MWBE category is presented in Tables 6.12 and 6.13. Out of
$123.1 million in total construction procurement, the total utilization of MWBE
owned businesses (including prime and subcontracting dollars) accounted for
$6.7 million dollars (representing 5.5 percent of the total dollars). MBEs received
$6.1 million (4.9 percent of the total dollars) while Women owned businesses
received $732,849 (0.6 percent of the total dollars). Of the individual minority
groups, African American owned construction firms received $3.2 million in
construction (2.6 percent of total dollars), while firms in the unidentified
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MBE/DBE category received $1.3 million in construction contracts (1.1 percent of
total dollars). Hispanic owned firms represented the remainder of the
construction dollars contracted (1.1 percent of total dollars). There was no
participation by Asian and Native American construction firms.

Annual total utilization percentages vary substantially from 1986 to 1993. The
highest rates of MWBE utilization occurred in 1987, 1988 and 1989 (10.3 percent,
38.7 percent, and 10.1 percent, respectively). In contrast, 1992 MWBE utilization
was the lowest at 0.5 percent. In 1988, much of the high utilization was due to a

single contract of $1.2 million to an MBE of unidentified ethnicity, and two large
prime contracts totaling $787,586 won by Hispanic firms. In 1987, however, there
was higher than average participation of Women owned businesses (a high of
$219,299 for 1987, compared to a total of $732,849 for the study period as a whole).
In 1989, there was higher than average subcontracting activity by MWBE owned
businesses (total of $336,066 in prime contracts, compared to a total of $285,518 in
subcontracting).

Table 6.12

Total Utilization of M/WBEs in Construction (8)
City of Evanston

l Unid. Native
Fiscal Year Black | Hispanic Asian MBE's WHBE American | MWBE Total

1988 101,816 | 0 0 0 0 i 0 I 101816 3,865,604

1987 388618 | 1,355 ] 2,900 219,209 0 ! sBgasey 5781942

1988 A71558 | 1,036,112 0 1,170.250 127,583 ) 2 808,695 7,260,233

Total 1986-88 42092 | 1087467 0 1,173,150 346,885 0 3,504,138 16,907,875

1969 338835 | 195230 0 0 66,363 | 0 621,529 6,180,079

1960 BF0G45 ¢ 40,300 0 | 0 80,963 | 0 830,808 8,824,399

1991 78205 | 33,608 0 45640 69,717 0 948,649 30,850,523

1992 85073 | 900 0 15,157 100,708 0 213,305 40,724,934

1953 337933 | ¢ 0 145,100 88,213 0 602252 19,656,255

Total 1989-93 | 2284000 | 271,128 0 163397 385,064 0 3216533 | 105,216,191

Total 1986-93 | 2205191 | 1308595 0 1,339,047 732,849 0 8,720,771 | 123,124,056
Source: DIVA

Table 6.13
Total Utilization of M/WBEs in Construction (%)
City of Evanston
! Unid. Native

Fiscal Year Black | Hispanic Asian MBE's WEBE American MWBE Total

1986 2843 ¢ 0.00% COM¥s | 0.0 0.00%5 000: ©  264% 100,003

1987 838% ©  0.02% 0% 0.05% a7es 00m:  t 1027% 100,003

1088 85075 14.27% 0.0%% 18.12% 1785 | QO0%L | 38E%% 100.00%%

Total 1986-88 55774 8.14% C0¥: | B84% 205: | 0O0%: | 2072% 100.00%

1989 58%: ¢ 319% 0.0%: | 000% 10855 0ok: i 10.09% 100.00%¢:

1990 78055 0.46% 0.00% 0.00% 0.8255 000% | B5420% 100.00°5

1991 248t 0.11% GNP 0.02% 0235 0O%s | 30T% 100.0055

1992 022 0 0.00% 0.90% 0.04% 023 ¢ 0008 | 0.52% 100.00%

1933 1.67%% 0.00% C.0%s 074% 035%: |  Q0%: | 3.05% 100.00%5

Total 1969-93 238 - 026% G.o%e 0.16% 035 1 0008 1 3.03% 100.00%

Total 1986-93 26X, 106% jaFale N 1054 06F: | 000%: 1 B4E%  100.00%
Source: DJIMA
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EBE Utilization

Table 6.14 presents the prime utilization of Evanston-based construction firms by
year. Of the $123.1 million awarded in construction contracts from 1986 to 1993,
$2.1 million were awarded to Evanston-based companies (1.7 percent) and the
remainder to firms based outside of Evanston (98.3 percent).

Table 6.14
EBE Prime Utilization (§)
Construction
City of Evanston

Fiscal Year EBE Non EBE Total
1986 236953 | 3,628,731 3,865,654
1987 135370 5646572 5,781,942
1988 584,003 6,676,236 7,260,239
Tota! 1986-88 856,335 15,951,539 16,007,875
1989 247,740 5912339 5,160,079
1800 240,131 8,584,268 B.B245.389
1991 224,988 30,625,535 30850523
1992 277,837 40,447,097 40,724 834
1953 182,128 19,464,057 19,656 256
Total 1989-93 1,182,835 1 1050332058 | 108216,191
Total 1986-93 2133231 | 120,884,835 | 123,124,056

Source: DIMA

Tables 6.15 and 6.16 presents the total utilization of construction firms based in
Evanston. Evanston based construction firms received $2.5 million
(representing two percent of the total dollars) in prime and subcontracting
dollars during the study period. Total utilization of the EBEs for 1991 and 1992

was especially low in relative terms—$224,988 and $282,787, approximately 0.7
percent in each vear.

Table 6.15
EBE Total Utilization (8)
Construction
City of Evanston

Fiscal Year EBE } Non EBE - Tatal
1985 259553 | 3,606,141 3,855,694
1987 254084 | 5527858 5,781,942
1988 589,873 | 6,970,366 7260239

Total 1986-88 1,108510 | 15,804,385 16,007,875

1989 416,180 5,743,883 6,160.079
1890 256,547 | B567,852 8822320
1991 224988 1 30825535 B0 E23
1982 282787 | 40,442,147 40,724 834
1953 2Ne82 | 18434574 18.655.256
Total 1983-93 1402200 | 104,813,991 105,218,191

Total 1956-93 2505710 | 120618358 123,124,056
Source: LUMA
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Table 6.16
EBE Total Utilization (%)

Construction
City of Evanston
Fiscal Year EBE Non EBE - Total
1986 6.71% 8329% 100.005%
1987 A3 95.61% 100.005:
1988 B2 891.88% 100.00%:
Total 1986-88 8.53% 83.47% 100.00%
1983 B78% 03.24% 100.000%
1990 291% 97.0%% 100.00%6
1991 073% 9 2T% 100,086
1992 0.65% 99.31% 100.00%
1993 1.13% 98.87% 100.00F%
Total 1989-93 1.32% 98.68% 100.0%%0
Total 1986-83 2.04% 97.95% 100.00%%

Source: PJIMA

Architecture/Engineering
MWBE Utilization

Table 6.17 provides an overview of the prime utilization by the City of Evanston
for architecture/engineering (A/E). During the study period, the City of
Evanston awarded $8.7 million in prime contracts. An Asian firm (accounting
for all of MWBE prime utilization) received $65,840 (0.8 percent). The remainder
was awarded to White contractors. The single contract to the Asian firm was
awarded in 1990. No other minority or Women owned firms were awarded A/E
contracts in any of the study years.

Tahle 6.17
Prime Utilization of MWBEs (S)
Architecture/Engineering
City of Evanston

O h : Unid. - Native. . » .
Fiscal Year Black | Hispanic Asian MBE's WRBE American | MWBE | Total
1986 0 0 0 0 0 0 0 10,000
1987 0 o 1} o o 0 0 I 252514
1988 0 ¢ 0 0 0 ¥ i 0 1 410800
Total 1986-88 o} 0 0 0 0 o { 0 | 673314
1989 0 0 0 0 0 0 i 0} 220556
1980 ¢ 0 65,840 o 0 0 boBsB40 1 336575
1991 0 0 0 0 0 0 i 0 I 4742798
1992 o 0 o | 0 o o) ! 0 1 2427440
1993 0 0 0 0 0 0 ] 0 I 310677
Total 1983-93 0 0 £5.840 0 0 0 { B5840 | 8058048
Total 1986-93 0 0 65540 | 0 0 0 | 65840 | 8731360
Source: LW

Tables 6.18 and 6.19 provide an overview of the total utilization of A/E firms.
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During the study period, of the total $8.7 million dollars awarded, MWBE owned
businesses garnered $269,444 (3.1 percent of the total). Of these MWBE dollars,
Asian businesses received $112,184 (41.6 percent), African American businesses
received $26,895 (ten percent), and Women owned businesses received $130,365
(48.4 percent). There was no utilization of Hispanic or Native American
businesses in this procurement category.

Table 6.18
Total Utilization of MWBEs (§)
Architecture/Engineering
City of Evanston

. o Unid. Native
Fiscal Year Black Hispanic Asian MBE's WBE American HWBE Total
1986 0 0 0 i 0 0 0 [¥} 10,000
1987 o i o o | 0 0 0 0 252514
1988 0 0 o i 0 0 0 0 410,800
Total 1086-88 o} 0 o [} 0 0 0 | 673314
1989 0 0 o | 0 0 0 0 { 220556
1990 0 o 65,840 | 0 0 ) £5,840 856,575
1991 26,855 0 0! 0 98,245 0 125,141 4,742,798
1992 o | 0 48344 1 0 23,862 0 70,206 2,427 440
1993 o | ) o i 0 8,257 0 8257 310,677
Total 1989-93 26835 | 0 112,184 0 130,365 0 269,444 8,058,048
Total 1986-93 26225 | 0 112,184 ¢ 130,365 0 | 289444 | 8,731,860
Source: DJMA
Table 6.19
Total Utilization of MWBEs (%)
Architecture/Engineering
City of Evanston
i Unid. Native
Fiscal Year Black Hispanic Asian MBE's WBE American MWBE Total
1986 0005 0.5 0.00% 0.00%: 0.00% oo | 0.00% 100.00%
1967 0.00% 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00% 100.00%
1088 0.0055 0.008% 0033 | 0.00% 0.00% 0.0 0.00% 100.00%
Total 1986-88 .08 0.005% 000% | 000% 5.00% 0.0Fs 0.008% 100.00%
1880 0.00% 0.00% 0.0 | 0008 0.00% 0oRs | 0.00% 100.00%
1990 0005 | 0.00% 1846% | 0.00% 0.00% 0.0 | 18.46% 100.00%
1991 e57m: L 0.00% 000% | 0.00% 207% 00¥. | 264% 100.00%
1992 0005 | 0.00% 181% [ 0.00% 0.98% 0.0 2B | 100.00%
1963 0005 | 0.0 0007 | CO0C% 2 66% 0.00%5 265% 100.00%
Total 1989-93 023 | 0D 3% 0.0 1.82% 0.0 334% 100.00%
Total 1986-93 031% | 0D0% 128% 0O 1.49% 0.0 309 100.00%

Saurce: DJ

EBE ltilization

Table 6.20 presents data on prime utilization of EBEs in A/E. Throughout the
study period, of a total of $8.7 million in A/E contracts, 572,633 (0.8 percent of the
total) were awarded to Evanston based primes, with the remainder awarded to
professionals located outside the Evanston city limits.

MWBE Local Business Diszarity Study Vi-18 D.J. Miller & Associates, Inc.
for the City of Evanston April 1996



Table 6.20
EBE Prime Utilization (8)
Architecture/Engineering
City of Evanston

Fiscal Year EBE NonEBE |  Total
1986 0 10,000 10,000
1887 30,000 222 514 252514
1988 0 410,800 410,800
Total 1986-88 30,000 643314 673314
1989 13,400 207,156 220,556
1890 13,433 343,142 3BES75
1991 ] 4,742,758 4,742,798
1992 o 2427440 2427 440
1923 15,800 294877 310877
Total 1989-93 42533 8015413 8,058,048
Total 1986-93 TRES3 8,858,727 | 8731380
Sourca: DJMA

Total utilization of EBEs by the City of Evanston for the A/E category is presented
in Tables 6.21 and 6.22. The total value (prime and subcontracting} in A/E
contracts received by EBEs was $176,778 (two percent of the total). In 1986 and
1988, no A/E contacts were awarded to EBEs, while in 1993, a total of $57,688 (18.6
percent of the A/E contracts for the year 1993) was awarded to EBEs.

Table 6.21
EBE Total Utilization ($)
Architecture/Engineering
City of Evanston

Fiscal Year EBE | NonEBE Total
1986 0 10,000 10,000
1987 30,000 222514 252514
1888 0 410,800 410,800

Total 1586-88 30,000 843314 673314
1883 13,400 207,156 220555
1690 13433 343,142 BESTS
1991 543 4,737,308 4,742,738
192 58,767 2,370,673 2427440
1993 57,683 252,989 0577

Total 1989-83 146,778 7,911,268 8,365,795

Total 1986-93 178,778 8,554,582 9,032,108

Source: DJMA
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Table 6.22
EBE Total Utilization (%)
Architecture/Engineering
City of Evanston

Fiscal Year EBE | Non EBE Total
1986 0%y ] 100.00% 100,005
1987 11.88% B88.12% 100077
1988 0.0X%: 100.00% 10003
Total 1986-88 44550 9554% 100.0F0
1589 6.03% 93.92% 100.005%
1990 AT 896.23% 1000005
1991 0.12%% 83.88% 100.00%0
1992 23455 97.66% 100.055 6
1993 1857 % 81.43% 100.0F5
Total 1988-93 1.73% 98.18% 10005
Total 1986-83 1955 | 97.98% 10002

Source: DIMA

Goods and Services
MWBE Utilization

Table 6.23 summarizes the value of prime contracts awarded by the City of
Evanston for goods and services (G&S). From 19386 to 1993, the City of Evanston
awarded $16.4 million for contracts in the G&S area, of which $701,937 (4.3
percent) was awarded to MWBE primes. Among the MWBE groups, Women
owned businesses accounted for the largest share of the contracts ($456,242,
representing 2.8 percent of the total dollars), followed by African American
contractors that received $164,282 (one percent of the total). Hispanic owned
firms were awarded $45,053 (0.3 percent of the total) in G&S prime contracts in
1992 and 1993. Asians received a single contract worth 511,250 in 1987. Native
American firms were not utilized during the study period in this procurement
category.
Table 6.23
Prime Utilization of MWBEs (8)

Goods and Services
City of Evanston

b Unid. Native
Fiscal Year Black Hispanic Asian | MBE's WBE Arnerican MWEE Total

1885 2010 G 0 2610 78835 o] 101,345 | 1,854,072

1887 33725 0 11,250 0 24,086 o i 69,041 : 2231403

1988 87 | ] o] 0] B1,723 0 70423 1 2,109,548

Total 1986-88 E2525 | 0 11,250 2810 164,424 0 240809 | 6,195,023

1989 G o 0 0 B3,240 0 | 83240 1 1,894499

1990 10,850 0 0 22500 58,547 0 | 81,997 | 2831265

1091 0 G 0 o 98,551 0 | 28551 1 1813080

1932 @IECT . 1847 ¢ 0 21,480 0 ! 123757 i 2070578

1933 0 @ 3583 Y 0 30,000 o | 618583 ; 1549849

Total 1989-93 iTET 43053 G 223500 291,818 o | 481,128 | 10,159.271

Total 1986-93 154222 55053 11,250 25,110 456,242 0 {701,937 1 16354294

Source: DIMA
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Tables 6.24 and 6.25 provide an overview of total utilization (prime and
subcontracting) of (G&S) firms aggregated by year and MWBE category. Based on
the results shown during the study period, 1986 to 1993, total utilization is
identical to the utilization of primes—there was no subcontracting to MWBE
firms.

Table 6.24
Total Utilization of MWBEs (8)
Goods and Services
City of Evanston

) tnid. : .} . Native U

Fiscal Year Black Hispanic Asian MBE's WBE. American MWBE . Total -

1985 20,100 | 0 0 ., 2610 78635 | 0 101,345 1,854,072

1987 33725 0 11250 0 24,066 0 £9,041 2231403

1988 8,700 0 0 0 61,723 0 70,423 2,109,548
Total 1986-88 62,525 0 11250 | 2510 164424 o 240,809 6,195,023

1989 o | O o ! 0 83,240 o 83,240 1,884,499

1990 10850 | 0 0 i 250 58,547 0 91,997 2831265

1991 0 0 i o 8551 | 0 28551 | 1813080

18092 00,807 13470 o 0 21,480 0 128,757 2070578

1993 o | 31583 [ 0 30,000 0 61,583 1,549,849
Total 198693 | 101,387 | 45053 0 22 500 251,818 0 451,128 10,159,271
Total 1986-93 | 164282 | 43033 1250 - 25110 486 242 o | 701,857 16,354,204

Sourca: DJMA
Table 6.25
Total Utilization of MWBEs (%)
Goods and Services
City of Evanston .
Unid. P Native

Fiscal Year Black Hispanic | Asian | MBE's WBE | American | MWBE Total

1985 1.08% | G.00% 0055 ¢ 0.14% 424% 000 547% 100.00%

1987 151% | GO0% 08F . 000 108% ! 0.00% 3.00% 100.00%

1988 041% | 0.00% 00055 ¢ 0.00%: 293% | 0.00% 3.34% 100.00%
Total 1986-88 1.01% C.00% 018% 1 0.04% 265% | 0.00% 38%% 100.00%

1989 0.0005 C.D0%% 0008: 1 0008 439% | 0.00% 439% 100.00%

1980 0.3 0.00% 000 | 079% 207% 0.00% B25% 100.00%

1891 0.00% G.00%% coRs | 0.0 5.44% 0.00% 544% 100.00%

1902 4.39% C.85% Q0 ¢ 0.00% 1.04% 0.00% 8.07% 100.00%

1903 00 | 2% ODE: ¢ DO 1.94% 0.00% 397% 100.00%
Total 1585-93 100% 1 6.44% onE: | 022 287% 0.00% 454% 100.00%
Total 1986-33 1008 | 028 00735 0.15% 2.79% 0.00% 429% 100.00%

Souarca: L

EBE Utilization

Table 6.26 is an overview of the procurement of EBEs for the G&S category. Of
the $16.4 million awarded in G&S contracts between 1986 and 1993, $1.3 million
(8.1 percent) went to EBEs. With the exception of 1989, when EBEs received
$595,298 (31.4 percent of the total awarded in 1989), the percentage of G&S
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confract amounts were in the 3.4 percent to 6.5 percent range for all the other
years studied.

Table 6.26
EBE Prime Utilization (8)
Goods and Services
City of Evanston

Fiscal Year EBE ! Non EBE - Total
1988 119230 1,734,542 1,854,072
1987 148,310 2 085,083 2231,403
1638 115,534 1,904,214 2,109,548
Total 1986-88 381,174 5,813,840 6,195,023
1989 395298 | 1,280,201 1,604,408
1990 94,597 2,735,268 2,831,265
1991 106,479 1,706,601 1,813,080
1992 80402 | 1,890,176 2,070,578
1993 65925 | 1,483924 1,540,849
Total 1989-93 543,101 8,216,170 10,158,271
Totsl 198693 | 1324275 15,080,019 16,354,204
Source: LJMA

From Tables 6.26, 6.27 and 6.28, it may be noted that total utilization of EBEs is
identical to prime utilization, implying a lack of subcontracting in G&S contracts.

Table 6.27
EBE Total Utilization (8)
Goods and Services
City of Evanston
Fiscal Year EBE NonEBE | Totat

19861 119,530 1,734,842 | 1,854,072
1987 148,310 2,085,093 2,231,403
1988 115,334 1,994,214 2,109,548
Total 1986-88 381,174 5,813,849 6,195,023
1988 | 505,268 1,289,201 1,894,499
1990 ©4,957 2,736,268 2,831,265
199 106,479 1,706,601 1,813,080
o8 80,402 1,990,176 2,070,578
1933 65,925 1,483,924 1,549,848
Total 1988-93 943,101 9,218,170 | 10,158,271

Total 1986-93 | 1,324,275 15,030,019 | 16,354,294
Source: DJIMA
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Table 6.28
EBE Total Utilization (%)
Goods and Services
City of Evanston

Fiscat Year EBE Non EBE Total
1983 6.45% 93 55% 100,006
1987 8.56% 93.44% 100,006
1988 547% | 84.53% 100.00%
Total 1986-88 g15% | G385% 1H00.0Ps
1988 3142% 68.58% F00.0P%
1990 3.35% 08.64% 100.00%
1991 587% 84.13% 100.0055
1992 3.85% 96.12% 100.00P%
16993 425% 95.75% 100.007%
Total 1889-93 9.28% 90.72% 100.00%
Total 1986-93 8.10% 91.90% 100.00%
Source: DJMA

Other Professional Services
MWRBE Utilization

The summary of prime utilization by the City of Evanston for Other Professional
Services is shown in Table 6.29. Of the total $1.4 million, there was no prime
utilization of MWBE firms during the study period.

Table 6.29
Prime Utilization of M/WBEs (8)
Other Professional Services
City of Evanston

Unid. Native
Fiscal Year Black Hispanic | Asian MBE's WBE | American | MWRBE Total
1986 4] 4] ] 4] 0 0 o) 256,528
1887 0 4] 0 [+ 0 0 4] 128,664
1988 o) 0 4] 0 4] ] 4] 145,680
Total 1986-88 Q : 0 o] 0 ] 0 4] 531,882
1930 0 i 0 0 0 0] 0 0 51,175
1990 0 } 0 0 4] 0] o] 1] 73,730
1991 0 ] 0 o] 0 ] 0 458,702
1922 8] i 4] 0 0 G 0 0 63,969
1993 0 : 0 ¢ 0 0 0 i 0 214,332
Total 1989-83 0 i 0 ¢ 0 0 0 | 0 861,908
Totat 1986-93 ] e} 1] o} 0 o] ! 4] 1,393,790
Source: DJIMA

Based on the data presented in Table 6.30 and 6.31, none of the MWBE owned
businesses firms received any subcontracting work in the Other Professional
Services categorv. Hence, there was no utilization (prime or subcontracting) of
the MWBE firms in the Other Profession Services category in any of the study
years.
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Table 6.30
Total Utitization of M/WBEs {S)
Other Professional Services
City of Evanston

: Unid. Rative

Fiscal Year Black Hispanic Asian MBE's "WBE American | MWBE Total

1986 0 i 4] 0 ! 0 0 o s} 256,528

1987 ) ] 3] 0 ! 0 ) ") o 120,664

1923 o I 0 0 ! 0 o 0 0 145,690

Total 1986-88 0 | 0 0 0 0 0 0 831,882

1989 0 } 0 ) 0 0 0 0 51,175

1890 0 i o ¢ | 0 0 o o 73,730

1991 0 : o 0 : 0 0 o 0 458,702

1992 0 ; G 0 : 0 0 0 0 63,969

19653 0 i 0 0 : O 0 0 s} 214,332

Total 1988-03 o ! 0 0 : ) ¢ 0 0 861,908

Total 1986-83 0 | 0 0 0 0 0 0 1,393,790
Source: DUMA

Table 6.31
Total Utilization of M/WBEs (%)
Other Professional Services
City of Evanston
. Unid. Native

Fiseal Year Black Hispanic | Asian MBE's WBE American | MWBE Totat

1988 000% | 0.00% 0O 1 000% 0.00% 0.00% 0.00% 100.00%

1987| oo>me i 0O0% 000% | 0.00% 0.00% Q.00 0.00% 100.00%

1958 000% 0.00% 0O% | 0.00% 0.00% 0.00% 0.00% 100.00%

Total 198688 | 0.0F% 0.00% 000 ! 0.00% 0.00% 0.00% 0.00% 100.00%

18831 0O 0.00% 0008 | 0.00% 0.00% 0.00% 0.00% 100.00%

19901 00XE | 0.00% 00 | 0.00% 0.00% 0.00% 0.00% 100.00%

1991 oo | 0.00% 000, i D.00% 0.00% 0.00% 0.00% 100.00%

192] 00X 000% 6005 | 0.00% 0.00% ¢.00%% 0.00%% 100.00%

i923| 00Xe © 000% 005, 1 0.00% 0.00% [ake o0 0.00% 100.00%

Total 1989-03 00%e | 0.00% 00 - 0.00% 0.00% 0.00% £.00%% 100.00%

Total 1986-93 0OR: | 0.00% 0.00% | 0.00% 0.00% 0.00% 0.00% 100.00%
ource: DUJUMA

EBE Utilization

Total dollar awards to EBE firms in Other Professional Services is shown in
Table 6.32. During the 1986 to 1993 period, of approximately $1.4 million in
Professional Services contracts awarded, $156,830 (11.3 percent of the total) were
awarded to Evanston-based vendors. For the years 1986, 1988, 1989, 1991 and
1992, no contracts swere awarded to EBEs in the Professional Services category.
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Table 6.32
EBE Prime Utilization ($)
Other Professional Services

City of Evanston
Fiscal Year EBE Nen ERE Total
19088 4} 256,528 255528
1887 62,500 64,064 129664
1988 0 145,690 143,690
Total 1986-88 553 466,282 531,882
1989 0 51,175 51,175
1990 60,730 13,000 V3,730
1991 0 458,702 458,702
1992 0 63963 63,969
1993 3C,500 183,832 214332
Total 1989-93 91,230 770,678 861,908
Total 1586-53 158.830 1,236,960 1,383,790
Sotrca: DIMA

Tables 6.33 and 6.34, indicate that total utilization of EBEs is identical to prime
utilization, implying a lack of subcontracting in the Other Professional Services

group of contracts.

Tables 6.33
EBE Total Utilization (3)
Other Professional Services

City of Evanston

Fiscal Year EBE Non EBE Total
1586 0 256,528 258,528
1987 .60 64,064 129,664
1988 Q 145,690 145,690

Total 1985-88 23,600 465232 531,882
1989 0 51,176 51,175
1990 82,730 13000 73730
1931 0 458,702 458,702
1992 0 63,969 €3.969
1983 30500 183,832 214,332

Total 19385-93 21230 770,678 851,908

Total 1986-93 155,830 1,236,980 1,383,790

Source: DJIMA
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Tables 6.34
EBE Total UtHlization (%)
Other Professional Services
City of Evanston

Fiscal Year EBE | Non EBE Total
1988 0.005% 100.00% 1000080
1867 50555 49.41% 100.00%
1888 0.005: 100.00% 100.6580

Total 1986-88 123F06 B7.67% 100.0086
1989 0008 100.00% 100.00%
1990 8237 17.63% 100009
1991 0.00%% 100.00% 100.0R%
1992 0.00% 100.007%% 100.00R.
1933 14.2F%0 BS.7T% 10000

Total 1988-93 10.58% 89.42% 100.007%

Total 1886-93 1125% 88.75% 100.60%

Source: DUMA
AVAILABILITY ANALYSIS

Since MWBE availability is such an elastic concept, it is important that available
data be consulted to determine a likely range of availability percentages. The
extreme difficulty inherent in developing accurate availability estimates is a
result of the data sources typically used, as well as the various dimensions of
availability (as implied by the Croson decision): qualifications, willingness, and
ability to perform a particular service. Ability or “capacity,” is the source of most
of the elasticity in the availability concept.

Calculating MWBE availability is the most problematic aspect of determining
disparity in the utilization of MWBE owned businesses. There is no single data
source available that contains a list of all firms that are “qualified, willing and
able to perform a particular service” in a particular geographical area. Various
data sources have been used in various disparity studies, and each of these
sources has particular advantages and disadvantages in measuring availability of
MWBE owned businesses. Data from surveys of MWBE owned businesses,
conducted every five vears by the Census Bureau, are well-known and used
frequently. Vendor lists, developed by cities and other public jurisdictions, have
the advantage of identifying firms interested in doing business with the
jurisdiction, but exclude firms that have never applied (yet are willing and able)
to do business with those entities.

The strategy used in this study requires an examination of MWBE availability
estimates from disparity studies conducted for neighboring jurisdictions (that
may share the same relevant market). Using these prior estimates for
comparison, specific estimates for the City of Evanston are calculated. If these
estimates are close to prior estimates, that fact would offer some support for the
idea that the estimate is a good proxy of “true” availability. Alternatively, if
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availability estimates are substantially different from the prior estimates, it
would be necessary to identify factors to explain the differences in the estimates.

Studies from Neighboring Jurisdictions

Two other studies of public procurement in the Chicago area developed
estimates of availability by various procurement categories. These estimates
provide points of comparison with the estimates generated in this report. The
first study, for the Chicago Park District, was completed in 1991 by Earl L. Neal &
Associates, and Vedder, Price, Kaufman, and Kammholz.1® The second,
conducted by the same co-authors, was done for the Metropolitan Water
Reclamation District (MWRD).1?

MWBE availability estimates for the Park District were based on that
jurisdiction’s vendor lists.?0® A comparison to the City of Chicago’s vendors list
showed that MBEs comprised 10 percent and 29.3 percent, respectively, of the
District’s and the City’s non-construction vendors. Women owned businesses
comprised 8 percent and 12.3 percent, respectively.?l The study also noted an
alternative estimate of MWBE availability for the Board of Education (using 1982
Census data): MBE~-19.1 percent; WBE—25.7 percent.2

Observing the significant difference in MWBE percentages between the District’s
and the City’s vendors lists, the study concluded that the District’s list likely
would “underestimate substantially the number of MWBE owned businesses
qualified to provide goods and services to the District.”23 The Park District study
noted that MBEs accounted for 44.5 percent of construction companies on the
City’s vendors lists, while women owned businesses accounted for 10.6 percent.

18Farl L. Neal & Associates and Vedder, Price, Kaufman, and Kammholz, Reporf on
Recommendations for New Chicago Park District Minority and Women Owned Business Enterprise
Program, February 28, 1991, hereinafter referred to as Park District Study.
191ar1 L. Neal & Associates and Vedder, Price, Kaufman, and Kammholz, Metropolitan Water
Reclamation District Report on Availability and Utilization of Minority and Women Business
Enterprises, no date, hereinafter referred to as MWRD Study.
20The Park District study compared M/WBE utilization with the City of Chicago's M/WBE
participation on non-construction contracts. The comparison showed that District utilization of
M/WBEs was much lower on non-construction contracts compared to the City. Further, the study
concluded that M/WBE utilization, compared to M/WBE representation on the District’s and the
City's vendors lists, "provides additional evidence that M/WBEs have been severely
underutilized compared to any reasonable estimate of their availability.” See Neal et. al., Park
District Study, p. 29.
21The Park District Study argued that M/WBE representation in local vendors lists "provides the
bet estimate of M/WBE availability because these vendor lists constitute the pool of qualified
Sgntractors and suppliers interested in performing public sector work.” Ibid., p. 29, n. 47.

1d.
2314d., p. 30.
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The Park District study concluded that census-based estimates cannot be the sole
basis of availability estimates, due to infirmities in the data and over-
inclusiveness (detailed later in this chapter). The study also concluded that the
Park District’s vendors list provided less reliable estimates of MWBE availability
than did the City’s or the MWRD lists. Probably of greatest importance, however,
“the consultants also concluded that there is ample evidence that, given the
opportunity, MWBE owned businesses have the capacity to expand significantly
the amount of Park District work they perform.?*¢ The study found. that MWBE
owned businesses can perform and manage large-scale projects. In addition,
“testimony and survey responses consistently have indicated that, if given the
opportunity to perform more public sector work, then businesses can expand.”2>

The MWRD study also presented construction availability estimates based on
MWRD'’s vendors list.2¢6 For the construction category as a whole, MBE
availability was determined to be 19.2 percent. WBE availability was measured at
10.1 percent. Availability estimates were also provided for various construction
specialties (e.g., electrical, mechanical, excavation, etc.). Those figures are shown
in Table 6.35. MBE availability ranged from a high of 41.7 percent in concrete, to
a low of 17.9 percent in road construction. Similarly, for women owned
businesses, avaijlability ranged from 17.6 percent in structural steel down to 5.4
percent in mechanical contracting. None of the estimates was broken down by
detailed race/ethnicity category.

Table 6.35
Percentage HRepresentation in Supplier List
Metropolitan Water Beclamation District

Representation in .
Service Category Supplier List

MBE WBE
General Contracting 18.3 10.2
Electrical 18.2 18.7
Mechanical 19.4 5.4
Excavation 18.0 12.8
Sludge Hauling 255 16.0
Structural Steel 41.2 17.6
Concrete 41.7 10.0
Architecture & Engingering 26.1 12.0
Road Construction 17.9 8.9
Overall 19.2 101

Source: MyWRL Study

231d., p. 68.

251d.

26Cook County was defined as the relevant market area for construction based on the location of
two-thirds of MWRIY's contractors in Cook County. For “major” construction projects, the relevant
market was defined as extending beyond Cook County.
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Appropriately, this chapter has focused on estimates of availability for MWBE
construction contractors since: most litigation surrounding MWBE programs
has involved construction contractors; construction accounts for the bulk of
most jurisdictions” procurement spending; and, most MWBE programs
emphasize construction procurement. It is, nevertheless, important to generate
credible availability estimates for professional services contracting and
procurement of goods and nonprofessional services.

While the previous estimates serve as “road signs,” DJMA has developed
availability estimates for each of the procurement categories for the City of
Evanston.

Sources of Availability Data

DIMA collected a substantial amount of data that is used to measure the
availability of M/WBEs.

The following data sources were consulted:

* Bureau of the Census, U.S. Department of Commerce

— Published Survey of Minority Owned Business Enterprises
(SMOBE) and Survey of Women QOuwned Businesses (SWOB), 1987

- Unpublished tabulations of SMOBE and SWOB data from the
Census Bureau

» ity of Evanston Vendors List
* Evanston Minority Women’s Business Directory, 1994
¢ (Jompiled list of bidders from City of Evanston contract files

* MWBE Certification Directories from the City of Chicago, Cook County,
Illinois, the Chicago Transit Authority, and the Metropolitan Water
Reclamation District

There were three potential approaches to measuring availability:
¢ Census-based estimates of firms with paid employees
* Estimates based on counts of firms in the Vendors List
* “Ready, Willing, and Able” (RWA) estimates

The following is a description of the methods used by DJMA to develop
availability estimates from the available data sources.
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Census Bureau's SMOBE and SWOB Data

The first measure of availability uses data provided by the U. S. Census Bureau
through its Economic Censuses, in particular, the 1987 Survey of Minority
Owned Business Enterprises (SMOBE), and the 1987 Survey of Women Owned
Businesses (SWOB). These Census data do not measure a business owner’s
qualifications or willingness to do business with the City of Evanston, therefore
these Census-based measurements are likely to be over-inclusive. However, the

numbers do provide a gross estimate of businesses that are available in the City’s
market area.

Census-based availability estimates were developed for construction,
professional services (including A/E), and general procurement. Since the
Census data in the published reports represent broad industry categories, the first
step in developing the estimates was to match appropriate industry categories
with the three broad procurement categories listed previously.

Census data have the advantage of providing direct counts of nonminority and
minority owned firms. However, the data are limited by the exclusion of
information on “C” corporations,?” which include many firms with the capacity
to perform major projects. The Census measure has two additional limitations
for the purpose of this study: it identifies all firms, rather than those that have
taken affirmative steps to work on City of Evanston contracts; and, while it
provides counts of total firms (minority owned plus nonminority owned) as
well as counts of firms owned by various minority categories in the geographic
region of metropolitan Chicago, it only provides direct counts of minority firms
(but no counts of minority owned plus nonminority owned firms) for the City of
Evanston.?8 Using the 1987 SMOBE and SWOB data sets, DJMA calculated
percentage estimates of firms with paid employees, a more stringent estimate of
capacity than the set of total firms (i.e., firms without employees).

To determine the availability of MWBE owned businesses in construction,
professional services (including A/E), and general procurement, DJMA
calculated the percentage of all business enterprises with paid employees that are
owned by MWBE owned businesses. Estimates of the total number of MWBE
owned businesses and the number of total enterprises (composed of sole
proprietorships, parinerships and subchapter S corporations) were acquired from
the 1987 SMOBE reports, the most recent reports available. Availability estimates
for the Chicago PMSA were developed.

Availability percentages were developed for the following MWBE categories:
Asian, African American, Hispanic, Native American, and Women owned

27 A5 defined by subchapter C of the Internal Revenue Service Code.
28since counts of nonminerity firms, by industry, cannot be derived at the level of the City, a direct
calculation of a percentage distribution cannot be performed.
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businesses. Direct counts of African American, Hispanic and Women owned
businesses were available from the published and unpublished SMOBE and
SWOB reports. A direct count of firms owned by the single group composed of
“Asian Americans, American Indians, and Other Minorities” was also used.
Additional adjustments were made to the counts of Asian Americans, American
Indians and Other Minorities to derive separate estimates of Asian owned
enterprises and businesses owned by American Indians (Native Americans). In
addition, adjustments were made to the count of women owned businesses to
remove double counting of businesses owned by minority women.2?

The number of firms in construction, owned by all races/ethnicity’s at the
Chicago PMSA level, was obtained from official unpublished tabulations from
the UU.5. Census Bureau. These data then allowed a calculation of percentage
availability for each metropolitan MWBE category. Similar Census-based
availability estimates were also developed for firms in professional services and
general procurement.

City of Evanston Vendor File

Another basis for defining availability uses a public entity’s vendors list. The
rationale for using this list as the universe of available businesses is that each
listed vendor has fulfilled similar entry requirements, and has demonstrated a
willingness to do business with the City of Evanston by completing the vendor
application process.

The City of Evanston’s purchasing department provided a vendor file containing
over 5,300 vendor records. This file contained the name of each vendor, vendor

29The adjustments are as follows. In order to derive separate counts of Asian owned and Native
American owned businesses in Construction, we used counts of total firms, at the PMSA and state
levels respectively, owned by the various constituent groups in the "Asian Americans, American
Indians, and Other Minorites" group to compute a percent distribution of total firms in the
respective geographic areas. The percentage for Native American was then applied to the actual
count of "Asian Americans, American Indians, and Other Minorities" in Construction. The
remaining percentages were treated as a residual and defined as "Asian.” This latter residual
percentage was then applied to the count of "Asian Americans, American Indians, and Other
Minorities” in Construction. The major assumption for this adjustment is that the share of
Construction firms in the PMSA owned by Native Americans, relative to all Construction firms
owned by "Asian Americans, American Indians, and Other Minorities” in the PMSA, is the same as
the share of total firms owned by Native Americans, relative to all firms owned by "Asian
Americans, American Indians, and Other Minorities” in the PMSA.

In order to derive separate counts of enterprises owned by nonminority (White} swwomen, the count
of businesses owned by Women was adjusted as follows. A census count of total businesses owned by
minority women is available at the PMSA and State levels, as is a census count of total businesses
owned by women (of all races/ethnicities). The percentage of total firms owned by minority women
is computed and subtracted from the total of women owned businesses. The remaining percentage,
reflecting the share of total businesses owned by White women is then applied to the count of
Construction businesses owned by all women. The result is the percentage of Women owned
Construction businesses owned by White women, the desired result.

MWBE Local Business Disparity Study VI-31 D.J. Miller & Associates, Inc.
for the City of Evanston April 1996



number, address, zip code and pavment data. The file did not contain any
consistent description of goods or services provided (or commodity or object
codes) which would facilitate grouping the vendors into the four pre-defined
procurement categories. Had that grouping been possible, the next step would be
to calculate the race/ethnic/gender composition of the file. The resulting
percentage distribution of vendors, by procurement category, could then be used
as a proxy for the percentage availability of M/WBEs in the relevant market.

The advantage of using vendor data is that firms have indicated interest
(willingness) by getting listed in the vendor file. Another advantage is the fact
that the file can be kept up to date. Two important disadvantages are: (a) the
vendor file does not include all businesses that are able to do business with the
City of Evanston; and (b) not all firms that are interested in doing business are
necessarily present in the vendor file.30

Due to the absence of a commodity code allowing classification of vendors into
the various procurement categories, the vendor based approach to the estimation
of M/WBE availability could not be performed.

Ready, Willing, and Able

DJMA developed another approach that is indicative of firms that are
affirmatively “ready, willing and able” (RWA) to do business with a public
entity. This approach is based on identifying firms with the defining behavioral
characteristic that a firm is actively seeking work with the City of Evanston. In
principle, this approach to measuring availability is potentially more rigorous
because both MWBE owned businesses and nonminority firms must have
exhibited willingness to conduct business with the City. MWBE firms must have
completed a certification process3! (swhich imposes some cost on the firms).

The lack of an obvious comparable standard of “willingness” (other than listing
on a vendors list) for nonminority firms motivates the development of the
RWA approach. The RWA measurement uses the universe of discrete
nonminority firms that submitted bids or proposals for contracts, and a count of
nonminority subcontractors in calculating the nonminority availability
component. In other words, bidding/proposing activity (regardless of success}
and subcontracting activity are the defining characteristics that put “available”
nonminority firms on a comparable behavioral footing with certified MWBE
owned businesses.

50For instance, firms that bid on projects (which indicates interest and potential ability) are not
necessarily listed as vendors. Thus, the vendor file could be expected to underestimate the number
of firms interested in doing business with the City.

31The certification either may be granted bv the contracting entity, or by another entity if the
contracting entity accepts MWBE certifications from other certifying jurisdictons.
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The RWA estimate embraces the concept that a business is ready, willing and
able to do business. The first component, ready, means that a business exists.
The second, willing, suggests that the business understands the requirements
and wants to do the work. Among those requirements, of course, might be the
necessity to have minority and women owned business participation. The third,
able, is a measure of a firm’s capacity and capability to perform the tasks necessary
to complete the job. For the RWA estimate, the certification of a minority or
Woman owned firm is evidence of this readiness, willingness, and ability, and
thus defines minority and women business availability.

Majority firms are considered to have presented themselves as ready, willing,
and able by placing a bid with an entity (prime contractor) or working on a job
(subcontractors).  Therefore, the RWA definition of availability for majority
firms is those firms that have placed a bid or received a subcontract. Thus, both
of groups in the RWA have self-selected themselves by expressing their desire to
engage in public contracting; MWBE owned businesses through the certification
process, and non MWBE owned businesses through bidding or working as
subcontractors. The RWA estimate is considered the most appropriate and is
discussed in more detail below.

RWA estimates of minority and women owned businesses are calculated
according to this formula:

(1) Aj = Nl-- (Nm + N’gv ot Nb + Ns)

where Aj is the percentage availability measure for category “i” of the various
MWBE categories (African Americans, Hispanics, Asians, Native Americans,
and White Women); Nj is the raw count of businesses in category i; N is the
total number of minority businesses (excluding White women); Ny is the
number of women owned businesses (excluding minority females); Np is the
number of nonminority bidders; and Ng is the number of nonminority
subcontractors.

In summary, the RWA estimates conservatively define availability and include
only those firms that have presented themselves to the entity as ready, willing
and able to conduct the work requested by the entity agencies. The estimates are
structured in the context of the logic of the U. S. Supreme Court’s decision.

Since few, if any, MWBE programs routinely keep track of nonminority
subcontractors or subconsultants, an estimate of subcontractor counts is often
necessary to make the RWA approach operational. Thus, a shortcoming of the
RWA model of availability is the possibility of poor estimates of the number of
nonminority subcontractors interested in working on City contracts.32

32Previous research by DJMA has yielded an estimate of nonminority constructon subcontractors
equaling the number of prime contracts multiplied by two. Since subcontracting in other procurement
categories is far less common, a range of RWA estimates can be obtained for those categories
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Undercounts or overcounts of nonminority subcontractors could result in

overestimates or underestimates, respectively, of RWA estimates of MWBE
owned businesses.

For A/E, several estimates of nonminority subconsultants are possible, ranging
from zero to any arbitrary positive number. The actual estimate used was zero.
Additionally, in the categories of goods and other (nonprofessional services), no
subcontracting was assumed. A similar assumption of zero subcontracting was
made for professional (non-A/E) services.

In addition to the absence of actual data on non-minority subcontractors, there
were limits on the quality of the certification list of M/WBEs maintained by the
City of Evanston. The Evanston Minority Women’s Business Directory lists
MBEs, WBEs and Evanston-based businesses (EBEs). The list is designed “to help
the City of Evanston and others locate and increase business opportunities to
these firms.” The Evanston Directory provides a direct count of MWBEs that is
input fo formula (1) used to calculate RWA availabilities of M/WBEs. Thus the
accuracy of the RWA approach to availability also depends on the quality of data
on certified M/WBEs. The City of Evanston acknowledges that the Evanston
Directory is not a comprehensive list of available M/WBEs. In fact, there is no
requirement that MWBEs be listed in order to be eligible to compete for city
contracts. In addition, anecdotal evidence indicates that local businesses either
are not aware of the Directory of simply have not bothered to get listed in the
Directory. The immediate consequence of this is an underestimate of the

number of M/WBEs, and in turn, an underestimate of the percentage availability
of M/WBEs.33

Summary of Availability Databases

There are three general approaches to measuring availability: Census Bureau
estimates of firms with paid employees; vendors database listings; and, RWA
estimates.

The Census data provide a common benchmark for estimates of MWBE owned
businesses and nonminority firms. However, no direct estimates of firms
residing within the city limits of Evanston can be obtained from available Census
data. While estimates of metropolitan area distributions of MWBE owned
businesses can be obtained, applying those estimates to the City of Evanston

depending upon the specific assumption about subcontracting. For goods procurement, for instance,
zero subcontracting is assumed.

33To compensate for this underestimate, DJMA also collected M/WBE directories from other
enfities in the relevant market: the City of Chicago, Cook County, Hlinois, the Chicago Transit
Authority, and the Metropolitan Water Reclamaton District. 1While these other directories were
more rigorously maintzined, including counts of M/WBEs from these sources would create a problem,
at the other extreme—substantial overesdmates of M/WBE availability.
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requires the imposition of extensive assumptions about the spatial concentration
and mix of MWBE owned businesses in the Evanston marketplace.

The vendors database provides counts of firms that have surmounted the
threshold of “interest in doing business with the City of Evanston” by having
received a contract and continuing to indicate a desire to do business with the
City in the future. However, lack of sufficient detail in the vendors list prevents
its use in generating estimates of MWBE availability because the list could not be
subdivided into the respective procurement categories. '

The RWA approach counts firms that are the most proactive in soliciting City of
Evanston contracts—certified MWBE owned businesses, and nonminority firms
that have bid or submitted proposals, or acted as subcontractors on City work.

Availability estimates derived from the Census Bureau are extrapolations of
sample survevs which derive the number of MWBE firms divided by the total
number of firms in a particular area of procurement. RIWA estimates, on the
other hand, are based on active efforts to do business with the City of Evanston.
The definition of “active” for nonminority firms is bidders and subcontractors,
and the definition for MWBE owned businesses is “certified” firms. In both
cases, a contractor must have taken some action that evidenced affirmative
interest in doing business with the City although the standard for inclusion in
this model is conservative and therefore higher for MWBE owned businesses.
Furthermore, RWA estimates define their own relevant market area.

Due to infirmities in the data, no vendor-based estimates are possible. In
addition, RWA estimates of M/WBE availability are based on the Evanston
Directory, which is known to undercount M/WBEs in the relevant market. This
undercount is so severe that RWA estimates derived from the Evanston
Directory would have little or no credibility. To partiallv compensate for the
shortcomings of the Directory, DJMA substituted counts of M/WBEs compiled
from the contract database, for the Directory counts. This more extensive count
of M/WBEs is believed to reflect more accurately the pool of available M/WBEs
in the relevant market. The modified RWA estimates that will be used in the
subsequent disparity analysis are based, therefore, on this substitution.34

Availability Estimates of MWBEs

The results of the Census-based Chicago PMSA, availability calculations are
summarized in Table 6.36. For Construction, there are 400 MBEs in the Chicago
PMSA (4.82 percent of all construction firms), and 660 Women owned businesses
(7.93 percent of all construction firms). For Professional Services there are 1,526
MBEs in the Chicago PMSA (7.86 percent of all firms in Professional Services

34The Directory-based estimates are not reported.
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including A/E), while women owned businesses represent 14.35 percent of all
firms in the Professional Services including A/E. With respect to the Goods and
Services areas, there are a total of 812 MWBE firms (21.68 percent of all G&S

firms) with 229 MBEs (6.11 percent of all G&S firms) and 583 WBEs (15.37 percent
of all G&S firms).

Table 6.36
Census-Based Avaitability Estimates (%)
By Procurement Category

1887 Census
Chicago PMSA

‘ ‘ : Native : b

Fiscal Year | awe Black Hispanic | Asian | American| mBE | WBE
Construction 1277 2.61 : 148 Q.72 00 ! 4.82 7.95
Prof. Sves.{incl, AE) Pz 21 283 150 348 003 | 785 14,35
Goods and Senvices 2188 1.34 i 135 339 083 | 611 1557
Source: (ensus

The results of the availability counts based on the modified RWA counts from
the contract database are summarized in Table 6.37. Table 6.37 indicates 96 MBEs
in Construction (7.19 percent of all the construction firms), and 42 women
owned businesses (3.15 percent of all the construction firms). There are 15
MWBEs in A/E. There are no MBEs in Professional Services, and one Woman
owned business (0.37 percent of zll the firms in the Professional Services). There
are 73 MWBE firms (4.08 percent of all G&S firms) with 38 minority owned
businesses (2.12 percent of all G&S firms) and 35 women owned business in G&S
areas (1.96 percent of all G&S firms).

Table 6.37
RWA Availability Estimates (%)
By Procurement Category
Based on Contract Database

Fiscal Year MWBE Black Hispanic Asian [I{&nBl% MBE WBE
Construction 1034 442 112 0.15 150 7.19 315
AE 9.74 1.85 0.0 4.55 00 5.49 325
Prof. Sves. 037 0.0 00 | 0.0 00 0.0 037
Goods and 408 123 028 | 0.06 0.58 212 196
Services !

Source: DIV~

DISPARITY ANALYSIS ON THE DOLLAR AMOUNTS RECEIVED BY MWBEs

This section of the analysis presents calculations of statistical disparity. Aggregate
disparity of MWBE owned businesses is examined for the study period, as a
whole and in individual years, for each MWBE category. This analysis tests
whether the utilization of MWBE owned businesses is lower than would be
expected based on their availability, with utilization being measured by dollar
value of contracts received. Two sets of calculations are presented in this section:
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the disparity ratios that show whether and to what extent MWBE owned
businesses have been underutilized in a particular contracting area; and, the t-
statistic which can be used to determine the statistical significance of the
difference of the actual utilization and its expected value (availability).

Disparity ratios are defined as ratios of the percentage of contracted dollars
(utilization) to the percentage of available firms that are MWBE. Ratios
exceeding one indicate overutilization, where utilization is greater than
availability. Disparity ratios less than one indicate underutilization, where
availability is greater than utilization of MWBE owned businesses. For example,
a disparity ratio of 0.75 for Hispanics in Construction projects means that
Hispanic contractors received 75 percent of the construction projects expected
based on the availability of Hispanic construction firms.

The second set of calculations are based on the difference of the actual utilization
and expected value (availability). If there were no disparity, the difference
between the actual utilization and its expected value (availability) would be zero,
or very close to zero. The t-statistic on the difference between the actual
utilization and the availability measures whether the difference between the two
is statistically significant. A t-statistic with an absolute value greater than 1.96
indicates a statistically significant difference between the actual utilization and
availability .35

DISPARITY ANALYSIS (By Procurement Category)
Construction
MWBE Disparity

Table 6.38 shows the summary of disparity in MWBE construction dollars
disbursed by the City of Evanston aggregated by year and MWBE category using
the availability measure based on the Census of Chicago PMSA. Based on this
Census measure of availability for the years 1986 to 1993, for the Hispanic, Asian
and Women owned businesses, there is evidence of disparity (disparity ratio less
than one), whereas there is no disparity for African American construction
contractors. When all MWBE owned businesses were pooled together for the
years 1986 to 1993, there is strong evidence of disparity in construction contracts
(disparity ratio of 0.43). As there was no availability of Native American

35The t-statistic is derived from the “t-distribution,” which is based on the normal distribution, a
fundamentally important distribution in statistical theory. A t-stafistic with an absolute value of
1.96 describes an area of about 95 percent of the total area under that distribution. Thus a “nuli
hypothesis” in which actual utilization and availability are equal to one another can be rejected,

with 95 percent confidence, if the t-statistic corresponding to the null hypothesis yields an absolute
value of 1.96 or greater.
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construction contractors, the disparity ratio for Native American firms is not
defined.

Table 6.38
Construction Disparity Ratios
Based on Census Availability

City of Evanston

: ) American
Fiscal Year Black Hispanic Asian WBE Inldian MWBE
1986 1.01 0.00 .00 0.00 o0 | 021
1987 244 002 0.00 048 o 080
1968 249 264 0.00 022 £ 3.03
Total 1986-88 213 494 000 026 s 1.62
1863 223 215 0.00 014 oo 0.79
1890 291 03t 0.00 012 oo 074
1991 094 Q07 0.00 003 = 0.24
1092 0.08 000 0.00 0.03 o 004
1983 Q.75 000 0.00 0.04 v (.24
Total 1989-93 c.B2 Q7 0.00 0.05 o 024
Total 1986-93 1.00 072 0.00 0.07 oo 043
Source: DIMA

The disparity in MWBE construction dollars disbursed by the City of Evanston
aggregated by vear and MWBE category using the modified RWA availability
measure is summarized in Table 6.39. Based on this measure of availability for
the study vears, there is evidence of disparity (disparity ratio less than one) for all
MWBE groups. When all the MWBE owned businesses were pooled together for
the years 1986 to 1993, there is evidence of disparity in construction contracts
(overall disparity ratio of (.53).

Table 6.39
Construction Disparity Ratios
Based on Modified RWA Availability
City of Evanston

. ; American oo
Fiscal Year | Black | Hispanic | Asian WBE Indian | ywpe
1986 060 000 00 0.00 0.00 025
1987 1.44 002 0.00 120 0.00 099
1988 147 12.74 0.00 056 0.00 374
Total 1986-88 126 5.48 0.00 085 000 200
1989 12 o84 0.00 034 0.00 098
1990 1.72 041 0.00 029 0.00 0.91
1901 055 o010 | 0.00 0.07 0.00 030
1992 0.05 0.00 000 008 0.00 005
1993 045 000 000 o1t 0.00 0.30
Total 1989-63 048 023 0.00 012 oco ! 029
Total 1986-93 033 0es 0.00 0.19 000 | 053

Source: LIMA

Based on the results from Tables 6.38, and 6.39, there is significant disparity in
construction dollars disbursed by the City of Evanston for MWBEs.
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Table 6.40 shows the results of the t-tests on the difference in the utilization of
MWBE in construction and their availability aggregated by year and MWBE
category using the availability measure based on the Census. Based on this
availability measure, significant differences are found when the data is
aggregated for the years 1989-1993 for Hispanics. The differences were also
significant for the WBEs for the years 1988, and for the years 1989 thru 1993 (the t-
statistics for these years are less than -1.96 in value).
Table 6.40
Significance Tests for Construction Disparity Ratios

Based on Census Availability
City of Evanston

. American
FiscalYear | Black | Hispanic | Asian WBE Indtan MWBE
1985 0.01 -0.72 -0.55 -1.90 e D197
1987 260 -1.33 .94 -1.70 o ;083
1068 241 10.49 084 207 - 769
Total 1986-88 3.00 624 -1.38 -3.53 o0 i 3B
1989 223 155 -0.94 -2.81 o I 088
1890 350 095 £.95 | 291 oo o2
1991 010 -1.13 0,85 2.84 oa i 289
1092 -1.64 -1.34 093 3.11 = -4.00
1933 -0.36 -1.10 077 2,53 - 262
Total 1883-93 070 237 -1.99 6,55 o -8.82
Total 1986-93 0.01 -0.93 242 7,73 - -8.22
Source: DJMA

The results of the t-tests on the difference in the utilization of MWBEs in
construction and their availability aggregated by year and MWBE category using
the modified RWA availability measure based on the bidders and subcontractor
counts from the Evanston contract files is summarized in Table 6.41. Based on
this measure of availability for the years 1986 to 1993, there is significant
underutilization of Black and WBE construction contractors.
Table 6.41
Significance Tests for Construction Disparity Ratios

Based on Modified RWA Availability
City of Evanston

Amencant| .
Fiscal Year Black Hispanic Asian WBE ndian MWBE
1986 0.56 0.69 028 -1.17 025 -164
1687 1.05 «1.15 043 041 0.43 -0.03
1088 1.00 12.37 -0.38 £0.79 -0.28 o2
Total 1986-88 081 772 -0.63 -1.02 083 552
1988 076 247 .43 -1.31 -0.43 0.08
100G 1.73 0,70 .43 1431 0.43 D34
1991 -0.95 -0.96 -0.39 -1.67 | .38 -2.37
1092 2.23 -1.16 -0.42 -1.811 042 352
1093 -1.07 0,96 035 144 .35 215
Total 1985-93 2.60 -1.82 0.9 3731 0,81 -5.61
Total 1985-93 251 HA5 -1.10 418 -1.101 -4.35
Sowsar IMA
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To summarize, from Tables 6.40 and 6.41, there is evidence of statistically
significant underutilization in construction dollars disbursed by the City of
Evanston towards MWDBEs.

EBE Disparity

Table 6.42 shows the summary of the disparity analysis in construction dollars
disbursed by the City of Evanston aggregated by year to Evanston Based
Enterprises (EBEs) using a measure of availability based on the contract database.
For the years 1986 to 1993, there is evidence of underutilization (disparity ratio of
0.21, which is less than one) in the amount of construction contracts received by
EBEs. Also, for the individual years 1986 to 1993, none of the years showed a
disparity ratio greater than one, indicating a disparity in construction dollars
contracted to the EBEs in every year.

The t-statistics obtained on the difference between the total amount contracted to
EBEs and the expected amount (based on availability) of construction contracts is
also shown in Table 6.42. Based on the t-test results, for the years 1990, through
1993, there is evidence of a statistically significant difference between the actual
amount contracted to EBEs and the expected amount based on availability. The
overall t-statistic for the yvears 1986-1993, was found to be statistically significant.

Table 6.42
Construction Disparity Ratios and Significance Tests
EBE wvs Non EBE
City of Evanstion

I Disparity Number of
Fiscal Year Ratios Contracts t-Statistic

1986 08 | 2 -0.854
1987 045 | 1z -1.580
1988 084 | 8 -0.527

Total 1986-88 o87 262 -1.735
1889 0.70 122 -1.098
1930 030 125 -2 5686
1991 0.03 2] .3.016
1992 007 ] 119 -3.319
1663 032 1 -2.607 :

Total 1985-93 014 | 548 6.616 |

Total 1986-93 azt | 808 -7.361

Sourcer DIMA
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Architecture/Engineering
MWBE Disparity

Table 6.43 shows the summary of the disparity in MWBE A&E dollars disbursed
by the City of Evanston aggregated by year and MWBE category using the
availability measure based on the Census of Chicago PMSA area. Based on this
Census measure of availability, for the years 1986 to 1993, there is evidence of
underutilization (disparity ratio less than one) towards all A&E contractors.
When all MWBE owned businesses were pooled together for the years 1986 to
1993, there is further indication of underutilization in A&E contracts (disparity
ratio of 0.14).

Table 6.43
Architecture/Engineering Disparity Hatios
Based on Census Avallability
City of Evanston

Fiscal Year Black Hispanic Asian WBE Indian MWBE
1986 0.00 0.00 0.00 0.00 ee ! 0.00
18871 000 0.00 0.00 0.00 o= { 0.00
1883 0.00 0.00 000 0.00 oo 0.00
Total 1985-88 0.00 000 0.00 0.00 o= 0.00
1980 0.00 0.00 000 0.00 oo 0.00
1990 0.00 0.00 529 0.00 - i 083
1891 020 0.00 0.00 014 o= i 0.12
1962 0.00 0.00 0.55 0.07 e 0.13
1933 000 0 | 00 0.19 o 012
Total 1985-93 0.12 0.00 040 011 o 015
Total 1986-93 D.11 000 0.37 010 e 014

Source: LJIMA

The disparity in MWBE A&E dollars disbursed by the City of Evanston
aggregated by yvear and MWBE category using the modified RWA availability
measure is summarized in Table 6.44. For the years, 1986 to 1993, there is
evidence of underutilization (disparity ratio less than one) for all the MWBE
groups. As there was no availability of Native American and Hispanic
coniractors for this procurement category, no disparity ratios are defined for
them.
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Table 6.44

Disparity Ratios for M/WBE A/E Contracts
Based on Modified RWA Availability

City of Evanston

Fiscal Year Black Hispanic Asian wBE indian MWBE
1986 0.00 o 000 0.00 = 000

1987 0.00 s 0.00 0.00 o 0.00

1983 0.00 o 000 0.00 o 000

Tota! 1986-88 0.00 = 000 0.00 o= 0.00
1983 0.00 - 0.00 0.00 P 000

1990 0.00 - 406 0.00 o 1.80

1991 028 o 0.00 064 = i 027

1982 0.00 o= 042 030 i i 030

1953 0.00 o0 0.00 082 <= 027

Total 1989-93 017 ca 031 050 - 034
Total 198693 0.18 va 028 045 o ] 032

Sourpe: [iMA

Table 6.45 shows the results of the t-tests on the difference in the utilization of
MWBE in A/E contracts and their availability aggregated by year and MWBE
category. The measure of availability used is based on the Census. There is
evidence of disparity in the A/E contracts disbursed by the City of Evanston
towards the WBEs for the years 1989-1993 (the t-statistics were less than -1.96).
Comparing this result with the one obtained in the previous section (disparity
ratios for the years 1989-1993 for WBEs obtaining A/E contracts was found to be
less than 1), we see a significant underutilization in A/E contracts to WBEs.

Table 6.45
Significance Tests for Architecture/Engineering Disparity Ratics
Based on Census Availability
City of Evanston

American
Fiscal Year Black | Hispanic Asian WBE Indian MWBE
1985 047 .12 -0.19 -0.41 e -0.53
1987 0,54 .25 -0.38 0.82 o -1.07
1968 0.34 025 -0.38 -0.82 e j -1.07
Total 1986-88 0.51 037 057 123 o= 160
1989 H51 -0.57 -0.57 -1.23 e -1.60
1850 0.48 035 231 | -1.16 o ; 023
1001 055 -0.49 076 -1.40 = i -1.88
1992 -0.80 -0.58 -0.40 -1.79 o ! 218
1903 -0.38 028 -0.43 -0.75 o i -1.05
Total 1988-93 117 055 089 | 281 o { -2.5%
Total 1986-93 -1 28 -1.03 “1.00 ] -3.05 oe i -3.82
oouree! LA

The results of the t-tests on the difference in the utilization of MWBE in A/E
contracts and their availability aggregated by year and MWBE category are shown
in Table 6.46. The measure of availability used in this analysis is the modified
RWA availability. For the years 1986 to 1993, there is no evidence of disparity (t-
statistics are less -1.96) against the MWBESs.
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Table 6.46
Significance Tests for Architecture/Engineering Disparity Ratios
Based on Modified RWA Availability
City of Evanston

. Fiscal i : . American
Year Black | Hispanic Asian WBE indian | MWBE
1886 014 o 022 -0.18 o -0.33
18987 028 o 0.44 -0.37 o .66
1988 028 o G4 037 oo ] -0.66
Total 1986-88 0.42 o -0.65 0.85 o | -0.99
1988 042 o -0.65 0.55 o= | .88
1980 0.40 o= 1.89 -0.52 - i 0.83
153 0.40 o= -0.87 027 o -(3.96
1802 -0.66 o 0.59 -0.60 o -1.08
1993 0.32 = £.48 -0.07 o 0353
Total 158%-93 0.91 e -1.17 .71 o -1.67
Total 1986-93 (.99 o -1.30 -0.82 o | -1.86
Source: LiMA

In summary, based on the results from Tables 6.45, the Census-based availability
suggests that there is significant disparity in the contracts received and the
expected amounts based on availability towards WBEs. However, based on the
results shown in Table 6.46, the difference in the contracts received and the
expected amounts based on availability is not statistically significant.

EBE Disparity

Table 6.47 shows the summary of the disparity analysis in A&E dollars disbursed
by the City of Evanston aggregated by year to EBEs using modified RWA
availability. For the study years 1986 to 1993 as a whole, there is evidence of
underutilization (disparity ratio of 0.10, which is less than one) in the amount of
construction contracts received by EBEs. Also, for the individual years, the same
conclusion holds.

The t-statistics obtained on the difference between the total amount contracted to
EBEs and the expected amount (based on availability) for A/E contracts is also
shown in Table 6.47. Based on the t-test results, for all the years between 1986 to
1993, there is evidence of significant difference between the actual amount
contracted to EBEs and the expected amount based on availability (t-statistics less
than -1.96 indicating significant difference) for the years 1991 and 1992. As may be
seen from Table 6.47, as the number of A/E contracts that were recorded during
the 1986-1993 period were very low (many of these less than 10), the t-statistics
are not particularly reliable measures of statistical significance.

MWBE Local Business Disparity Study Vi3 D.J. Milier & Associates, Inc,
for the City of Evanston April 1996



Table 6.47
Architecture/Engineering Disparity Ratios and Significance Tests
EBE vs Non EBE
City of Evanston

P Disparity Number of | l

Fiscal Year Ratios Contracts | t-Statistic
1986 o | 1 -0.502

1987 059 4 “0.411

1983 0.00 4 -1.004 \

Total 1986-88 022 g -1.173°
1889 030 8 -1.051

1890 .19 8 -1.154,

1991 .01 16 -1.897

1932 012 2 .2 081
1993 082 5 -0.087

Total 1989-93 008 &0 -3.537

Total 1885-93 o1e E & -3.751.

Source: DJMA

Goods and Services
MWBE Disparity

Table 6.48 shows the summary of disparity analysis in G&S contracts disbursed by
the City of Evanston aggregated by year and MWBE category using the
availability measure based on the Census. There is evidence of underutilization
for all the MWBE groups (disparity ratio less than one). Also, when all MWBE
owned businesses were pooled together for the years 1986 to 1993, there is strong
evidence of disparity in General Procurement contracts (disparity ratio of 0.2). As
there was no availability of Native American construction contractors, the
disparity ratio for Native American firms is not defined.

Table 6.48
Goods and Services Disparity Ratios
Based on Census Availability
City of Evanston

American |

Fiscal Year Black Hispanic Asian WBE Indian % MWBE
1286 0.32 0.00 0.00 027 ve 025

187 045 000 | 0357 007 o 014

1883 012 0.00 0.03 019 o= 0.15

Total 1985-63 030 0.00 013 0.97 = 0.8
1582 0.00 000 | 000 028 oa 020

1980 0.11 000 | folas) 0.13 o 0.15

1857 0.00 000 oo 035 o= 025

1082 1289 043 | 0.00 0.07 o 028

1965 0.00 152 | 000 | 012 - 0.18

Total 1989-83 030 033 |} 000 0.18 = , 021
Total 1986-83 030 021 | G5 0.18 v 0.20

Sourcer GO
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The disparity in MWBE G&S dollars disbursed by the City of Evanston aggregated
by year and MWBE category using the modified RWA availability measure is
summarized in Table 6.49. There is some evidence of disparity towards the
MWBE groups with respect to general procurement contracts (disparity ratio less
than one). When the data was pooled for the years 1986 to 1993, there is evidence
of underutilization in general procurement contracts for African Americans.

Table 6.49
Goods and Services Disparity Ratios
Based on Modified RWA Availability
City of Evanston

: ' American

Fiscatl Year Black | Hispanic Asian WEBE Indian MWBE
1985 088 000 i 0.00 216 000 i 134
1987 123 oo | 840 0.55 0.00 0.76
1985 034 000 | 0.00 149 000 | 082

Total 19B6-88 0.82 000 | 3.03 135 000 | 0.95
1989 0.00 000 | 0.00 224 000 i 108
1990 .31 000 | 0.00 1.06 000 0.80
1991 0.00 000 | 0.00 277 000 | 1.33
1992 357 230 000 053 000 ¢ 149
1993 0.00 7.28 000 059 000 i 097

Fotal 1989-93 0.81 138 000 147 000 i 1141

Total 1586-03 0.82 058 1.15 142 000 i 1.05

source: LUMA

Table 6.50 shows the results of the t-tests on the difference in the utilization of
MWBE in G&S contracts and their availability aggregated by year and MWBE
category using the availability measure based on the Census. Based on this
measure of availability, significant differences are found between utilization and
the availability of MWBE contractors.

Table 6.50
Significance Tests for Goods and Services Disparity Ratios
Based on Census Availability
City of Evanston

American |
Fiscal Year Black Hispanic Aslan WBE Indian MWBE
1835 -1.13 -1.03 -1.04 276 o : -3.48
1887 -0.90 -1.01 -0.64 -3.46 o -39
1988 «1.45 -1.03 -1.04 -3.08 o -3.83
Total 1986-88 -2.00 -1.77 -1.55 «5.41 o -B8.57
1589 -1.47 «G.82 0.92 243 S -3.30
1900 -1.22 085 | -0.85 274 o -3.29
1031 -1.35 84 085 -2.02 ES -2.84
1992 037 0.41 -0.80 272 o 257
193 -1.23 040 0.77 | -2.47 s -282
Total 1385-93 212 125 -1.88 | «5.61 e B.67
Total 1886-93 -2.91 2051 245 | -7.7¢ s -8.33
Sourse! LINA
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The results of the t-tests using the modified availability measure is summarized
in Table 6.51. Based on this measure of availability, for the years 1986 to 1993,
there are no statistically significant differences between utilization and
availability of MWBE contractors (none of the t-statistics less than -1.96).

Table 6.51

Significance Tests for Goods and Services Disparity Ratios
Based on Modified RWA Availability

City of Evanston

- o American
fFlacal Year Black Hispanic Asian WBE Indian - MWEE
1985 0,12 047 022 145 065! 082
1967 022 048" 157 -0.55 065! 043
1988 .68 04T 0224 062 066 | -0.33
Total 1586-88 .30 -0.81 ! 0.75 076 ~1.14 | 015
1959 -0.88 042 £.19 128 -0.59 012
1880 0.56 039, -0.18 0.06 -0.55 -0.31
1991 -0.80 0381 018 1.81 0.54 049
1962 1.4 048 | 0,17 0.45 051 0.68
1993 0.73 218 | -0.16 0.01 0491 0.04
Total 1989-53 033 050 -0.33 1.06 -1.20¢ 037
Total 1986-93 D45 002°¢ 0.08 | 132 -1.68 i 024
Saurce: DIMA
EBE Disparity

Table 6.52 shows the summary of the disparity analysis in G/S dollars disbursed
by the City of Evanston to EBEs using the modified RWA availability measure.
Based on this measure of availability, for the study years 1986 to 1993, the
disparity ratio were found to be less than 1 (with the exception of 1989) indicating
disparity for all the years (except 1989). The overall disparity ratio for the years
1986-1993 was found to be 0.92 (less than 1), indicating evidence of
underutilization.

The t-statistics obtained on the difference between the total amount contracted to
EBEs and the expected amount (based on availability) for G/S is also shown in
Table 6.52. Based on the t-test results, there is no evidence of significant
differences between the actual amount contracted to EBEs and the expected
amount based on availability (none of the t-statistics less than 1.96 indicating
significant difference).
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Goods and Services

Table 6.52

Disparity Ratios and Significance Tests

MWBE Disparity

EBE vs Non EBE
City of Evanston
‘ Disparity Number of
Fiscal Year Ratios Contracts Statistic
1986 073 78 0,727
1987 0.75 s -0.679
1988 0.62 78 -1.033 |
Total 1986-88 070 j 231 -1.409 |
1989 358 | © 5.303
1590 0.58 54 -1.408
1991 .67 2 -0.740
1902 0.44 46 -1.173
193 0.48 43 -1.048 |
Total 1989-03 106 257 0.288 |
Total 1986-83 0.82 488 -0.529 ]
Source! LJIMA

Other Professional Services

Tables 6.53 and 6.34 show the summary of disparity in MWBE dollars disbursed
by the City of Evanston. The underlying measures of availability are the Census,
and modified RWA, respectively. There was zero MWBE utilization throughout
the study period.

Since there is no MBE availability (according to RWA)

disparity ratios for MBE categories are not defined.
businesses, although there was some positive RWA availability, utilization was
zero, implying a zero disparity ratio.

Table 6.53
Other Professional Services Disparity Ratios
Based on Census Availability

For women owned

for the City of Evanston

City of Evansion
American
Fiscal Year Black Hispanic Asian WBE Indian MWEBE
1986 C.00 0.00 ! .00 Q.00 0.00 i 0.00
1987 o0 0 i 000 600 000 .00
1988 .00 0O | 0o 0.00 000 0.00
Total 1386-88 c.00 0.00 | 0.00 000 0.00 0.00
1989 Q.00 000 ; 0.00 0.00 0.00 D.00
1990 o006 0.0 i 0 0.00 0.00 0.00
191 .00 000 o000 P 000 0.00 0.00
1902 00 o i pp0  f o000 | 000 om0
1993 C.00 0.00 ;000 000 | DLO 000
Total 1889-93 2.00 0.0 ! 000 000 | 000 0.00
Total 1586-93 .00 G002 0.00 0.00 { 0.00 .00
Souroa: DIMA
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Table 6.54
Professional Services Disparity Ratios
Based on Modified RWA Availability
City of Evanston

Fiscal Year | Black | Hispanic Asian WBE' indian MWBE
1565 o o | e 0.00 = 1 000
1887 o0 e o 0.00 e i o
1988 o o o 0.00 - i 0.00
Total 1986-88 = s = 0.00 = 0.00
1889 = o 0.00 =a Q.00
1000 oo o [ o 0.00 - P 000
1591 = = | e 000 = | om
1992 . o : o0 0.00 o f 0.00
1993 oo o ! oo 0.00 oo ] 000
Total 1989-93 ee e oo 0.00 oa i 0.00
Total 1986-93 o == o 0.00 w 1 000
Source: LAUMA

Table 6.55 shows the results of the t-tests on the difference in the utilization of
MWBE in Other Professional Services contracts and their availability shown in
Table 6.53. Based on this Census measure of availability, there is some evidence
of underutilization for WBEs for over the study period 1986-1993 (the t-statistics
for the individual years were not found to be statistically significant).

Table 6.55
Significance Tests for
Other Professional Services Disparity Ratios
Based on Census Availability
City of Evanston

American .
Fiscal Year Black Hispanic Asian WBE Indian MWEE
1935 -0.51 037 057 -1.23 o) i -1.60
1937 030 021 033 071 o | -0.93
1988 0,38 028 -0.43 -0.92 ec | -1.19
Total 1986-88 070 051} 078 -1.69 = 220
19589 -0.34 .23 -0.38 -0.82 va i -1.07
1900 0.34 025 -0.38 -0.82 oo i -1.07
1991 -0.30 0211 033 -0.71 ee ] £.93
1002 -0.30 024 033 071 - i -0.93
1903 0.45 0.33 0.50 -1.08 s ; -1.41
Total 1989-83 0.78 057 | -0.87 -1.88 o i 245
Total 1986-93 -1.05 0,761 ~1.47 2.52 o 329
Source! LMA

From Table 6.56, the WBEs and the American Indians were the only minority
group that provided Other Professional Services. None of the disparity ratios in
Table 6.56 reached statistical significance.
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Table 6.56
Significance Tests for
Other Professional Services Disparity Ratios
Based on all Modified RWA Availability
City of Evanston

. American
Fiscal Year Black Hispanic Asian WEE Indian MWBE

1866 oo o ca 0.18 028 .18
1887 ) o o 0,11 016 011
1888 so oc o .14 0211 0.14

Total 1986-88 oo ) o 0.25 0,581 0.25
1683 oo o oo -0.12 -0,19 | -0.12
1900 oo o o -0.12 019 012
1991 oo £ oa 0.1 015 -0.11
o o o o 0.1 0161 -0.11
1923 oo S o 016 024 ' .16

Total 1985-93 o LS L] .28 042 | .28

Total 1986-03 oo oe oo -0.38 057 | -0.38

Source: LAMA
EBE Disparity

Table 6.57 shows the summary of the disparity analysis in Other Professional
Services contracts awarded to EBEs using the RWA availability measure. The
overall disparity ratio was found to be 1.21, indicating a lack of disparity (a
disparity ratio of exceeding 1). However, if the individual vears are examined,
with the exception of 1987, 1990 and 1993, which showed disparity ratios of 5.44,
8.86, and 1.53, respectively, all other years had a disparity ratio of less than one
(evidence of underutilization for those years).

The t-statistics obtained on the difference between the total amount contracted to
EBEs and the expected amount (based on availability) for Other Professional
contracts is also shown in Table 6.57. Based on the t-test results, there is no
evidence of significant shortfall of the actual amount contracted to EBEs from the
expected amount. None of the t-statistics for the years 1986-1993 were less than
-1.96, indicating lack of statistical significance for the overall disparity ratio.
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Table 6.57
Professional Services Disparity Ratios and Significance Tests
EBE vs Non EBE
City of Evanston

- : Disparity Number of -

Fiscal Year Ratics | Contracts t-Statistic
1985 0 ! 9 0960 |
1987 544 3 2454
1588 000 : 5 0,718

Total 1986-88 133 ! 17 0432
1989 0.00 i 4 -0.640
1990 8585 i 4 5034 |
1991 0.00 ! 3 -0.554
1992 0.00 ; 3 -0.554
1993 153 ; 7 0450

Total 1989-83 1.14 { 21 0.204

Total 1986-83 1 i 3B 0416 ¢

Source: DIMA

PROGRAM AND POST-PROGRAM ANALYSIS OF UTILIZATION AND
DISPARITY

Analysis of program MWBE utilization and disparity in each of the procurement
categories was limited to the period 1986 to 1988, and the post-program period
used in the study was 1989 to 1993. In this section, comparisons of participation
are made between program and post-program years for MWBE prime and total
utilization, along with minority subcontractor utilization by majority primes.

The total MWBE utilization varies substantially from 1986 to 1993 for
construction procurement (refer to Table 6.12 and 6.13). In the program years
1986 to 1988, the highest rates of MWBE utilization may be seen (the average
MWBE utilization during the program years was 20.7 percent compared to the
post-program utilization rate of 3.0 percent). Based on the results from Table 6.12
and 6.13, there is evidence of a sharp drop in the utilization of MWBE
construction contractors by the City of Evanston following the end of the
program period.

With respect to total MWBE utilization of A&E contractors, there is a substantial
increase in MWBE utilization from the program years to the post-program years.
In the program years, 1986 to 1988, there was no MWBE utilization, whereas
during the post-program years, the average MWBE utilization was found to be
over 3.3 percent. Based on the results from Tables 6.18 and 6.19 there is evidence
of an increase in the utilization of MWBE A&E contractors by the City of
Evanston following the end of the program period.

Based on the results from Tables 6.24 and 6.25, total MWBE G&S utilization does
not vary substantially between the program period (1986 to 1988) and the post
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program period (1989 to 1993). In the program years, the average rate of MWBE
utilization was found to be 3.9 percent (range of 3.09 percent to 5.47 percent)
compared to the average post-program utilization of 4.5 percent (range of 3.25
percent to 6.07 percent).

The total MWBE utilization of Other Professional services’ contractors did not
change between the program and post-program years. Based on the results from
Table 6.30 and 6.31, there was zero utilization of MWBE Other Professional

Services providers by the City of Evanston both during and after the program
period.

PROGRAM AND POST-PROGRAM ANALYSIS OF SUBCONTRACTING OF
MINORITY FIRMS BY MAJORITY PRIMES

Since a major characteristic of the City of Evanston’s MWBE program can be
described in terms of subcontractor development, subcontractor involvement
and participation in the period 1986 to 1993 is a major focus of this analysis. As
the preliminary examination of the data during the program years showed that
the bulk of MWBE utilization in all four areas of procurement is at the

subcontractor/subconsultant level, the analysis properly focuses on the
subcontractor level.

Throughout the period since the program’s suspension, contracts awarded by the
City of Evanston could not be subject to any mandatory M/WBE utilization
goals; any such goals had to be voluntary. While M/WBE utilization is affected
by several factors, the impact of the M/WBE program itself on utilization rates
can be approximated by comparing the level of M/WBE participation during the
post-program period with participation during the program period.

Analysis of the impact of the City of Evanston’s MWBE program involves
examining differences in utilization rates for contracts to which M/WBE
utilization goals applied. Since subcontracting is relatively more important in
construction and A/E procurement, and since most M/WBE utilization 1s in
subcontracting, the analysis is limited to those two categories.

Analysis of the impact of suspension was conducted using the contract database
disaggregated by procurement type. An additional level of disaggregation was
performed by separating nonminority prime contractors from minority primes.
Then aggregate subcontractor utilization rates were calculated for nonminority
prime contracts in construction and A/E. Even at this level of aggregation, there
are so few contracts that doubts may be raised about the statistical robustness of
the conclusions about disparity. Nevertheless, differences in utilization tied to
the program and post-program periods, if detected, are real.

MWBE Local Business Disparity Study VI-31 D.J. AGller & Associates, Inc.
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In the simplest terms, judging the impact of the cessation of the program on
M/WBE utilization fundamentally involves a comparison of total utilization
rates during the program and post-program periods, as well as a comparison of
derived disparity ratios. The maintained hypothesis here is that the suspension
of mandatory M/WBE utilization goals in the post-program period resulted in
no discernible shortfall of M/WBE utilization relative to the program period.
Utilization rates during the post-program period lower than those before the
cessation, would be evidence contradicting this hypothesis.

The results of the analvsis based on dollar value of contracts are shown in Tables
6.58 and 6.59. Since one of the objectives of the study is to examine the
participation of the MWBE owned businesses as subcontractors, this section
examines how MWBE participation levels changed with the implementation of
the program.

A direct comparison of the two subperiods shows a clear difference in the
utilization of M/WBEs subcontractors by non-minority contractors (see Table
6.58). In the program yvears 1986 to 1988, the overall rate of MWBE subcontractor
utilization was 2.4 percent (as measured by the total dollar value of the
construction subcontracts awarded) compared to post-program utilization of
MWBE subcontractors (0.7 percent). Thus, utilization of MWBE subcontractors
declined to 28.3 percent of the rate of utilization that existed during the program
period.

Table 6.58
MWBE Subcontractor Activity for Non-minority Prime Contractors
Construction Contracts Dollar Value
City of Evanston

id. ‘ ‘
Fiscal Year Black Hispanic | Asian | i\lﬂ,gﬁ‘s WEBE MWBE White . Total
1986 0 0 0 ! 0 [+ 0 27,643 3,763,778
1987 0 o 0 2900 0 2,900 401,758 5,192,670
1088 29.289 245337 0 0 48,328 322654 325,148 4771887
Total 1986-88 22289 245,337 K 2900 48,328 325,834 754,349 13,734,135
88-88 Percent 021% 1.79% 005 | 0.02% 0.35% 237% 5.49% 100.00%
19891 108,130 122 500 [ 0 45,888 285518 427,019 5,824,068
1990 0 1,610 o o 80,963 82,573 732480 8,114,764
1991 0 o FBE 4540 3827 8,267 51,959 20.992,529
1992 8398 00 0 i 15157 8,866 3332 | 3,135,007 40553418
1993| 122881 0 0 146,100 16213 284,004 347504 19,333,998
Total 1989-03 | 240210 122,010 b ¢ 165897 156,557 694674 1 4893969 | 103823777
89-93 Percent 0.23% 0.13% 00 0 016% 0.15% 0.67% 4.52% 100.00%
Total 1986-93 | 259499 FTTR47 9 1 188,797 204,885 1,000,528 5448518 | 117857912
86-02 Percent 0o% | 0.52% 000S: T 014% 0.17% 087% | £ 63% 100.00%
sSource; LAMA

This result provides direct support for the hypothesis that MWBE subcontractor
utilization—the object of MWBE contract goals—ias negatively affected by the
cessation of the MWBE program. The decline in subcontractor utilization is
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consistent with the assertion that enforceable goals are necessary to ensure levels
of MWBE utilization that are commensurate with MWBE availability, and
which are higher than would occur in the absence of goals.

Hispanic subcontractors were the most severely affected by the drop in MWBE
subcontractor utilization. During the program period, Hispanic subcontractors
accounted for 1.8 percent of total contract value. This rate of utilization dropped
to 0.1 percent of total contract value in the post program period, a decline of
almost 93 percent. WBEs experienced a drop from 0.4 percent to slightly less than
0.2 percent, a 57 percent decline.

Among African American subcontractors there was a small increase in the
subcontractor utilization rate during the post-program period. MBEs of
unidentified ethnicity experienced a larger relative increase in the same period.
Utilization of White subcontractors changed from 5.5 percent during the
program period to 4.5 percent post-program, an 18 percent drop.

With respect to the MWBE subcontractor utilization by majority primes in A&E,
there is a substantial increase in the MWBE utilization from the program years
to the post-program years (see Table 6.59). In the program years 1986 to 1988,
there was no MWBE subcontractor utilization at all, whereas during the post-
program years, the MWBE subcontractor utilization was found to be about 2.6
percent.

Table 6.59
MWEE Subcontractor Activity for Non-minority Prime Contractors
Architecture/Engineering Contract Dollar Value
City of Evanston

Unid, : :
Fiscal Year Black { Hispanic Asian MBE's WBE . MWBE White Total
1885 G - 0 0 0 0 0 0 10,000
1887 O 0 0 0 Y 0 0 252,514
1888 0 . g G 0 0 0 0 410,800
Total 1986-88 0 Q 0 0 0 0 0 673314
80-88 Percent 0.00%% 0.00% 2.0z 0.00% 0.00% 0.00% 0.00% 100.00%
1989 0 0 0 & 0 Q 3588 220,656
1980 0 0 0 G 0 0 6,668 290,735
1991 26895 0 Q 0 98,246 125,141 10336 | 4,742,798
1802 0 - 0 45,344 0 23882 70,206 e2502 | 2427440
1993 0 0 0 0 8,257 8257 332,361 310,677
Total 1989-93 26835 0 45,374 0 | 130,385 203,604 153455 | 7,992,206
89-93 Percent 0.35% D00% 0587z 0.00% 1.65% 2.55% 1.92% 100.00%
Total 1986-93 268835 0 45,354 0 | 130,365 203,604 153455 | 8,665,520
86-83 Percent 031% 0.00% 0530 0.00% 150% | 2.35% 1.77% 100.00%
Soiryer DIMA
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IMPACT OF CESSATION OF CITY OF EVANSTON'S MWBE PROGRAM

The cessation of the MWBE program resulted in a drop in the level of M/WBE
construction subcontracting compared to the program period. This decline in the
value of subcontract volume can be translated into estimates of the dollar impact
of the program cessation on M/WBEs.

Informal estimates of the size of the lost opportunities for subcontracting begin
with an examination of the gap between the actual subcontracting percentage
with nonminority primes after the program's cessation and the percentage that
would exist in a context of goals applied on a confract-by-contract basis. The
difference between the percentage in the program period, 2.37 percent, and the
actual percentage during the post-program period, 0.67 percent, is the
"differential” that can be applied to the appropriate construction contract base.

The total amount of construction contracting with nonminority prime
contractors during the post-program period was $103.8 million. Applying the
differential percentage of 1.7 percent to this base results in a value of over
$1,765,000. Thus, one estimate of the value of lost opportunities in construction,
incurred during the post-program period, is at least $1.7 million.

CONCLUSIONS

This chapter of the report described the approach used to compute disparity ratios
that indicate any underutilization or overutilization of M/WBEs. The method
used incorporates the determination of the pool of available businesses, the
amount of dollars awarded in the respective contracting activities, and the
disparity ratios themselves.

In establishing estimates of availability, DIMA utilized data from the 1987
Economic Census, which included surveys of minority and women owned
businesses. Census-based estimates of MWBE availability were developed for the
Chicago metropolitan area. Modified RWA Estimates of MWBE availability
were also calculated for all procurement types, using the percentages derived
from counts of MWBESs from the contract database.

In analyzing MWBE availabilitv during the study period, our research showed
that MWBEs owned 12.8 percent of all construction firms, 22.2 percent of all
firms in professional services including A/E, and 21.7 percent of all G&S firms in
the Chicago PMSA, according to Census data. However, counts from the contract
database showed that MWBE firms represented 10.3 percent of the construction
firms, 9.7 percent of the A/E firms, 4.1 percent of the G/S firms and less than
1 percent of the other professional services firms.
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Using these estimates of availability and measures of total utilization of MWBEs
for each category of procurement, disparity ratios were calculated. Once disparity

ratios were calculated, tests of statistical significance were applied to the disparity
ratios.

The Census-based availability and availability measure based on bidders and
subcontractors’ counts suggest that there is disparity in the disbursement of
construction dollars by the City of Evanston for MWBEs. It can be reasonably
deduced that there is significant disparity in A&E and G&S dollars disbursed by
the City of Evanston for MWBEs for some of the years during the study period,
whereas the availability measure based on bidders and subcontractors’ counts
points to a lack of disparity in G&S contracts. However, the results based on
Evanston location suggest that, except in 1989, there is also significant disparity in
G&S dollars disbursed by the City of Evanston to the EBEs. There was no
utilization of MWBEs in the other professional services category, thereby
inferring significant disparity in other professional services dollar disbursements
except in 1987 and 1990. Some of the differences between the actual amount of
construction dollars received and the expected amount based on availability were

found to be significant in A/E dollars disbursed by the City of Evanston to the
EBEs.

The highest rates of MWBE construction contractor utilization by the City of
Evanston is observed in the program years, 1986 to 1988, (average MWEE
utilization was 20.7 percent compared to post-program utilization of 3.0 percent).
There is evidence of a sharp drop in the utilization of MWBE construction
contractors at the end of the program period.

A substantial increase is noted in MWBE utilization of A&E between the
program period, when there was no MWBE utilization, to the end of the
post-program period, when average MWBE utilization rose to 3.3 percent.

Total MWBE utilization of G&S contractors does not vary substantially between
the program period and the post program period. In the program period, the
average rate of MWBE utilization was found to be 3.9 percent (range of 3.1
percent to 5.5 percent) compared to the average post-program utilization of 4.5
percent (range of 3.3 percent to 6.1 percent).

Total utilization of MWBEs for Other Professional Services did not change
between the program years and the post-program years, since there was no
utilization of MWBE Other Professional Services contractors either during the
program years, or after by the City of Evanston.

The City's MWBE program, under which MWBE percentage goals are applied to
contract awards, was suspended starting in 1989. Analysis of subcontracting by
nonminority prime construction contractors indicated a noticeable negative
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impact on MWBE subcontracting percentages, due to the cessation of MWBE
utilization goals.

The decline in subcontractor utilization is consistent with the proposition that
enforceable goals are necessary to ensure levels of MWBE ufilization that are
commensurate with MWBE availability, and which are higher than would occur
in the absence of goals. The decline in utilization also is evidence of lost
opportunities to increase MWBE participation in construction. To the extent
that the program cessation nullified the enforceability of goals, such contracts
were, by default, converted into non-goal contracts-—in essence confronting
potential MWBEs with the interpretation that there is either (a) insufficient
availability of minorities and women in the marketplace for contracts which,
heretofore, had MWBE subcontractor participation, or (b) the contracts
themselves: do not present viable subcontract opportunities. Either
interpretation is contradicted by the higher levels of MWBE utilization that
existed during the program period.

It is important to emphasize that the calculations developed in this chapter
indicate a general trend. Interpretation of this trend can only be done in the
context of the entire report. Within the Croson framework, the findings in the
other chapters of the report must be integrated into any final assessment of the
statistical analysis presented in this chapter.

AWBE Local Business Disparity Study VI-56 D.J. Aller & Associates, Inc.
for the City of Evanston April 1996



Chapter VII Alternatives to Race and
Gender Conscious Programs

INTRODUCTION

The Court in Croson stated that in Richmond there did “not appear to have
been any consideration of the use of race neutral means to increase minority
participation in city contracting.”? The Court in Croson went on to state that in
upholding the federal set-aside in Fullilove v. Klutznik” Congress had carefully
examined and rejected race neutral alternatives before enacting the MBE set
aside.”2 This was because “by the time Congress enacted [the MBE set aside] in
1977, it knew that other racial remedies had failed to ameliorate the effects of
racial discrimination in the construction industry.”3

While Creson does not define race neutral programs or what constitutes a
consideration of race neutral programs, other passages in Croson do shed some
light on the Court’s thinking on these two issues. The Supreme Court noted that
the City of Richmond had at its disposal a wide array of race neutral measures
which could “increase the accessibility of city contracting opportunities to small
entrepreneurs of all races. Simplification of bidding procedures, relaxation of
bonding requirements, and training and financial aid for disadvantaged
entrepreneurs of all races would open the public contracting market to all those
who have suffered the effects of past societal discrimination or neglect.”?

The Court also suggested that the city may “[a]ct to prohibit discrimination in the
provision of credit or bonding by local suppliers and banks. Business as usual
should not mean business pursuant to the unthinking exclusion of certain
members of our society from its rewards.”> Thus, the cities can use their
considerable influence to impact discrimination in private industries which may

have a significant impact upon the ability of a minority contractor to obtain a city
contract.b

What constitutes an adequate consideration of these race neutral programs is
even more vague. As noted earlier, Fullilove held that Congress made a
thorough investigation of the inadequacy of race neutral measures to promote
MBEs. While Richmond could not rely on the Congressional findings referred

1City of Richmond v. J.A. Croson, 488 U.S. 469, 706, 109 S. Ct. at 732 (1989).

=Ibid at 751.

3tbid.

=Ibid.

SHd. at 729.

SHowever, the Court did not say whether this influence should be exercised through legislative
enactments.
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to in Fullilove, presumably Richmond could have relied on a similar quantum
of evidence that Congress relied upon in Fullilove. But Congressional findings
in Fullilove were remarkably thin. In fact, no hearings were held to document
the discrimination that the statute in Fullilove set out to rectify.

Subsequent federal case law has provided some illumination on the question of
what constitutes adequate consideration of race neutral measures. In the first
place, a governmental entity does not have to enact race neutral means if they
are not feasible or conducive to remedying past discrimination. For example, in
Coral Construction v. King County, the Circuit Court considered race neutral
measures, but found them not to be feasible. The court stated that, “Associated
General Contractors requires only that a state exhaust race neutral measures that
the state is authorized to enact, and that it have a reasonable possibility of being
effective. Here, the record reveals that the County considered alternatives, but
determined that they were not available as a matter of law...The County cannot
be required to engage in conduct that may be illegal; nor can it be compelled to

expend precious tax dollars on projects where potential for success is marginal at
best.””

In Concrete Works v. Denver, the Citv had already enacted several race neutral
measures, such as contract signing (breaking down projects to facilitate small
business participation), bond guarantee programs, a prompt payment ordinance,
a contractor mentor program, a pre-apprenticeship program, good faith
measures, and outreach and seminars on procurement procedures. Certain race
neufral measures could not be implemented because of state bond requirements,
state lowest bidder requirements and prevailing wage requirements. The Court
noted, however, that “strict scrutiny requires only good faith, not exhaustion of
all alternatives.”8

In AGC Hal California v. Coalition for Economic Equity, the Ninth Circuit found
that race neutral alternatives had been sufficiently considered since San
Francisco had passed and enforced an ordinance prohibiting city contractors from
discriminating against their employees. In Hillshorough County the MBE law
was adopted when the MBE program failed to remedy the discrimination and the
law included “all of the race neutral measures suggested in Croson.”?

Several conclusions can be drawn from these cases as to what evidence a
disparity study can and should provide on race neutral programs. First, if race
neutral programs and legislation were in place prior to the establishment of a
race conscious program, and yet MBE participation in public procurement
remain low relative to availability, then an inference is created that race neutral

7Coral Construction o. King County, 941 F. 2d 510, 923 (1991).
8Concrete Works . Denver, 823 F. Supp. 821 (D Colo 1993).
9See also AGC of California v. Coalition, 950 F. 2d 1401, 1417 (1991).
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programs were inadequate to relieve the impact of past discrimination. Second,
all race neutral programs do not have to be considered. Third, low participation
by MWBEs in race neutral programs is evidence that the race neutral programs
do not provide an adequate remedy for past discrimination.

DJMA conducted an investigation of the race neutral programs available in
Evanston and the surrounding areas in the greater Chicago metropolitan area.
Although DJMA's researchers were able to identify a number of providers of
management and technical services to businesses, quantitative data regarding the
impact these programs were having on businesses, in particular MWBEs were
not available. Programs either did not track the information in a manner that
was useful for this studyv, the information simply did not exist, or program
representatives were unwilling to release the data to DJMA. However, during
discussions and interviews, directors and sponsors of these programs typically
expressed their belief that their respective programs were important programs
for the business community. Consequently, the following sections of this
chapter provide a descriptive overview of the various federal, city, and state race
neutral programs available in the City of Evanston and surrounding area.

STATE AND LOCAL SMALL BUSINESS PROGRAMS

The mission of the Hlinois Department of Commerce and Community Affairs
(DCCA) is “to enhance the economic well-being of the people of Illinois by
providing leadership in the coordination and mobilization of public and private
resources to facilitate business, community and workforce development.” In so
doing, DCCA offers a variety of race neutral business development programs that
include the following:

Development Corporation Grant Program. Provides grants to public or private
development corporations, financial intermediaries or other entities to assist in
the establishment and operation of development Corporations.

Development Corporation Loan Program. Provides qualified investments or
loans to public or private development corporations, financial intermediaries or

other entities whose purpose is to enhance local or regional economic
development.

Certified Lender Program. Identifies and trains eligible entities in public
financing criteria required by DCCA to expedite approval of loan applications
submitted in conjunction with DCCA's Small Business Development Loan
programs. The Certified Lender Program was implemented to streamline the
financial assistance delivery system of DCCA and to better leverage financial
assistance to small businesses on a statewide basis.
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Small Business Development Loan Program. Provides direct financing to small
businesses with market or below-market interest rates in cooperation with
private and public sector lenders. The program can fund up to 25 percent of the
total project cost or up to 5750,000.

Illinois Export Finance Parinership. Provides access to working capital loans to
small and medium-sized Hlinois exporters.

Business Development Public Infrastructure Program. Provides low-interest
financing to units of local government for public improvements on behalf of
businesses with expansion or relocation projects that meet program criteria and
that demonstrate the greatest potential in the creation and retention of jobs. The
infrastructure improvements must be made on public property and must directly
result in the creation or retention of private sector jobs.

Community Services Block Grant Loan Program (CSBG). TProvides long-term,
fixed-rate financing to new or expanding companies in exchange for job creation
and employment for low-income individuals. It links federal, state and private
financing by using CSBG funds at low interest rates in combination with bank
funds and equity.

Enterprise Zone Program. Offers a number of state and local tax incentives to
businesses that make investments or create jobs in any of the 90 zones located
throughout the State of Illinois.

High Impact Business Program. Provides investment tax credit, an exemption
for state tax on utilities and a state sales tax exemption on manufacturing repair,
and equipment repairs and replacement parts. Businesses located in an
enterprise zone are not eligible for the high impact business program.

Business Expansion, Retention and Location Assistance. Provides business
development assistance to companies wishing to locate or relocate within
Illinois.

Evanston Business and Technology Center (EBTC) . Offers a comprehensive
array of programs and services that encourage the formation and growth of
entrepreneurial businesses.

Illinois Small Business Development Center Network. Provides prospective and
existing business owners with a variety of business resource programs. The
Network Centers are located throughout the state and are comprise of:

Small Business Development Centers (SBDC). Provides businesses with
management, marketing and financial counseling. The SBDC was
established in 1989 with support from the Illinois DCAA and the US.
Small Business Administration.
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Procurement Assistance Centers. Assists existing business owners in
doing business with the federal, state, and local government.

International Trade Centers. Provides existing business owners with
professional advice and resources to enter the global marketplace.

Small Business Incubators. Provides businesses with sheltered
environments during their early stages of development. Established in
1986 as the entrepreneurial hub of the Northwestern University /Evanston
Research Park, the incubator now has more than 40 tenants, one of the
largest concenirations of technology-based start-ups in Hlinois.

Export Assistance. DCCA maintains a full-time staff in Chicago, five
International Trade Centers across the state and a network of foreign trade
offices to help Illinois businesses begin exporting or gain entry to new world
markets.

Small Business Advocacy Program. Provides lllinois entrepreneurs with
liaisons to state government programs and resources when preparing to start or
expand a business. Advocates work with individual companies and professional
associations in order to tackle the wide-range of questions business ownership
presents.

Evanston Business Investment Corperation (EBIC). Provides equity investments
in growth-oriented companies based in Evanston. Founded in 1986 as a non-
profit organization, EBIC's mission is to encourage entrepreneurship and new
job creation in Evanston. EBIC invests only in high-growth ventures, and
structures its investments so as to provide the maximum potential for return.

Microloan Program. A joint venture of the EBIC, the SBDC, and area banks, this
program assists small businesses in meeting short-term financial needs. The
term for the loan can be between three months and three years. Borrowers are
asked to personally guarantee the loan, and maintain life insurance and business
insurance sufficient to cover full repayment. Borrowers are also expected to
demonstrate a personal investment in and commitment to their business.

Chicagoland Enterprise Center (CEC). Provides free management consulting
services to small companies who are in need of specialized advice in a full range
of business related areas of expertise. CEC is a project of the Commercial Club of
Chicago. CEC works with the SBDC's, DCCA, a variety of economic
development organizations, chambers of commerce and banks to provide their
members and clients and customers with intensive, long-term (if necessary),
highly professional consulting help to restore health, promote growth and create
and protect jobs in small business.
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FEDERAL RACE NEUTRAL PROGRAMS

Federal programs are normally available for all businesses that meet
standardized criteria across the country. In this section, several federal race
neutral programs including those established by the Small Business
Administration and the Department of Housing and Urban Development are
presented. Some of these programs are administered at the local level by the
federal agencies. Others are administered by local government agencies with

federal guidelines or backing.

Small Business Administration 7(a) Loan Program. The 7(a) Loan Guaranty was
designed to offer financial assistance to small business enterprises. The 7(a}
program guarantees commercial lending institutions up to 90 percent for loans
under $155,000, and up to 85 percent for loans over this amount but not
exceeding $750,000. Agents of the Department of Commerce serve as contacts
between small business enterprises and lending institutions. Staff also assists
businesses in accessing debt service capacity and structuring in preparation of
loan applications. Proceeds from loans may be used to finance working capital,
fixed assets, land and buildings, as well as equipment.

The term for repayment depends on the use of the proceeds and the ability of the
business to repay. Working capital loans generally have maturities of five to
seven years, with the maximum maturity being 25 years. Receipt of a 25 year
repayment term usually would involve the purchase or renovation of business
premises.

Interest rates are negotiated between the lender and the borrower. Rates for these
loans may not exceed the prime rate by more than 2 1/4 percent for loans of seven
years or less, or 2 3/% percent for loans longer than seven years. These loans may
be for either a fixed or a variable rate. Collateral may include mortgages on
commercial structures, equipment, and/or personal assets.

Eligibility for a 7(a) loan depends on the type and size of the business seeking the
loan. Loans cannot be made to businesses that create or distribute ideas
(newspapers, magazines, etc.), businesses engaged in speculation, or businesses
involved with rental real estate investment. The SBA determines if a business is
eligible based on the average number of employees for the preceding year, or on
sales volume averaged over a three vear period. For business loans, the general
size/standard eligibility requirements are as follows:
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Manufacturing — generally less than 500 employees, but up to 1,500
employees, depending on the industry

Wholesale — no more than 100 employees
Service — average annual receipts from $3.5 to $14.5 million,
depending on the industry
Retail — average annual sales not exceeding $3.5 to 13.5

million, depending on the industry

Construction ~- not exceeding $7 million for the three most recent
fiscal years

Agriculture - annual receipts not exceeding $500,000 to $3.5

million, depending on the specific type of agriculture

SBA 504 Loan Program. The 504 loan is a fixed assets financing program which
provides small business owners with fixed interest loans below the market rate.
The purpose of the program is to stimulate investment and to create or save jobs.
Staff of the Department of Commerce serve as liaisons between the business
enterprise and the lender, the Small Business Administration, and the local
certified development company. These loans may only be used to acquire or
rehabilitate land, buildings, machinery, or equipment. Private lenders make first
mortgage loans for 50 percent of the project cost using their normal credit terms.
Forty percent of the total project cost may be financed by SBA with a limit of
$750,000. The small business enterprise must provide the remaining 10 percent
of the equity.

The 504 loan is available for small businesses who are expanding or relocating.
Businesses that have been in operation at least three years are preferred. Eligible
businesses must have net worth under $6 million and after tax profits under
$2 million for the previous two years. Developers are not eligible to participate
in the loan program. The 504 loan is at an interest rate 3/4 percent over the
Treasury Bond rate for the same maturity. The loan term varies from ten to
twenty years depending on the useful life of the assets purchased.

SBA Surety Bond Guarantee Program. The Surety Bond Guarantee Program is
designed to provide bonding for small business owners who do not qualify for
bonds in the market. Surety bonds are a form of insurance that guarantee a
contractor’s performance on a contract. Most public construction contracts
require bonding of some form.

The Guarantee Program enhances a small business’s ability to compete for
contracts by guaranteeing to pay for a portion of the surety company’s risk on a
project. The SBA normally guarantees between 70 and 90 percent of maximum
$1.25 million surety bonds.

MWBE Local Business Disparity Srzdy V-7 D.J. Miller & Associates, Inc.
for the City of Evanston April 1996



Three kinds of bonds can be guaranteed by the SBA:

*  Bid bond: Attests that a contractor is qualified to enter the contract and
can provide the required performance and payment bond.

. Performance bond: Protects the covenant of the contractor that the
services will be provided and completed in accordance to the terms and
conditions of the contract.

*  Payment bond: Protects subcontractors and suppliers from the risk of a
prime contractor's inability or unwillingness to pay them.

Contractors that meet the SBA's business size requirements (i.e., gross annual
receipts under $3.5 million) are eligible. Although the business owner may
identify the surety company with which it desires to do business, that company
must be a participant in the SBA program. Once a surety has acted favorably on a
contractor's application and agrees to issue a bond, the SBA evaluates the file.

SBA Greenline Program. The purpose of the Greenline Program is to assist
small business owners in establishing lines of credit by guaranteeing loans to a
particular business for a period of up to five years. There are two types of
revolving credit involved: fixed asset and current asset. Because the loan is
similar to a line of credit established by a traditional lender, SBA requires the
lender to make an annual review of the account to ensure that the borrower is
reasonably managing the line of credit. The SBA also insures that the business
continues to be able to convert the loan through available cash flow. Applicants
select a participating lender and apply for the Greenline Program through this
local lender. The lender will conduct a credit analysis. If the applicant meets
SBA and the lender’s guidelines, the application is forwarded to the local SBA
office for review. The credit provisions for the Greenline Program come from
one of two sources: cash flow from the small business or equity in realty or
machinery and equipment owned by the business.

The credit review for a current asset Greenline loan is based on a determination
of whether the borrower’s cash flow is able to cover a fixed principal payment
including accrued interest. If so, the borrower may liquidate the line of credit at
any time. The borrower may receive an advance based on a predetermined
percentage of the collateral applicable to the line. Applicants are asked to provide
vearly financial statements to be reviewed as part of the process.

The credit review for fixed asset support involves a recent appraisal of collateral
by an independent appraiser for line amounts greater than or equal to 550,000.
“recent” is defined as within ninety days. For lines less than $50,000, appraisal
requirements are determined at the discretion of the local SBA office. The credit
line may not exceed the present market value of the collateral. At the end of
each month, the lender must demonstrate that this limit has not been surpassed.
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The SBA requires that the lender charge an extra fee for servicing which is not to
exceed two percent per annum or .16 percent based on the outstanding monthly
balance. Repavment dates for advances must be established at the time of the
advance. If payments are made under the agreement, the borrower would be
able to obtain advances as required or as needed. This is based on the condition
that the total loan outstanding at one time does not exceed the pre approved
amount. The SBA’s standard guaranty percentage and interest rate requirement
apply to the Greenline Program. The Greenline Program allows small business
owmers to secure long-term assurance from a lender for working capital and its
financial arrangements are flexible enough to meet the needs of a borrower
having many contracts with a single loan.

Service Corps of Retired Executives (SCORE). SCORE is a nationwide
organization that seeks to acquaint individuals considering starting or
maintaining a small business with experienced business executives. The SBA
sponsors this effort. SCORE offers a variety of services including free and
confidential business counseling, seminars, and workshops that are designed to
cover a wide variety of business topics.

In addition to its management and technical assistance programs, the SBA also
has a variety of financial and loan assistance programs which include the,
Contract Loan Program, Small Loan Program, International Trade Loan Program,
Small General Contractor Loan, Seasonal Line of Credit Program, Microloan
Program, and the Export Revolving Line of Credit.

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Community Development Block Grant (CDBG) Entitlement Program. Under the
auspices of the U.S. Department of Housing and Urban Development, the CDBG
program awards grants to entitlement communities to facilitate neighborhood
revitalization, economic development and improved community facilities, and
services. Generally, cities designated as central cities of metropolitan statistical
areas (MSAs) or cities with populations of at least 50,000 are entitled to receive
annual grants. The amount of the grant a community will receive is determined
by a statutory formula that uses the measures of population, age of housing,
extent of poverty, housing overcrowding, and population growth lag in relation
to all MSAs. The communities develop their own programs and funding
priorities, but are limited to activities that address one or more of the national
objectives of the program. The national objectives are: 1) to benefit low and
moderate income persons, 2) to aid in prevention or elimination of slums or
blight, and 3) to meet other urgent community development needs. The
program provides funds to carry out a wide range of community development
activities directed toward neighborhood revitalization, economic development,
improved community, facilities and services, and most recently micro
enterprise.
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The City of Evanston has been receiving CDBG funds since 1986. In retail,
commercial, and industrial areas, CDBG funds are use to encourage facade
renovation of commercial structures in the West Evanston area and central
business district. CDBG funds are also use to make technical/financial assistance
available to small businesses.

The City of Evanston in conjunction with various civic and commercial
development organizations has used CDBG funds to launch the following
business development initiatives:

Small Business Development Program . Provides merchants in Evanston's small
business community a comprehensive program for commercial revitalization
focusing on strengthening their individual management capacity while
becoming an integral part of the economic development plan within the West
Evanston business areas.

Small Business Center. Provides technical assistance and low interest loans for
Evanston area small and/or minority businesses.

Commercial Area Assistance Program. Provides financial assistance to
commercial property owners and merchants in the form of rebate grants for
facade improvements.

CONCLUSION

The Court in Croson made it clear that the second prong of the “strict scrutiny”
test demands that any remedial action be “narrowly tailored” to address past or
present discrimination. To meet this requirement, any race conscious program
should be instituted either after or in conjunction with race neutral means of
increasing minority business participation. The objective of this chapter is to
provide a descriptive summary of federal, state, and local race-neutral programs
available in the City of Evanston and to determine whether or not these
programs are a sufficient means by which to increase minority participation in
city contracting.

The City of Evanston has a wealth of race neutral management, financial and
technical assistance programs to potentially increase the accessibility of city
contracting opportunities to small entrepreneurs of all races, as well as several
federal race neutral programs that are administered at the local level which
include those established by the Small Business Administration and the
Department of Housing and Urban Development. These programs offer
valuable assistance for the growth and expansion of small businesses.
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Because DJMA was unable to gather statistical data indicating the impact that
these programs may be having on businesses, in particular MWBEs, DIMA is
unable to draw conclusive statements as to how these programs individually
have contributed to the inclusion of MWBEs in public and private sector
contracting. However, given the statistical evidence of disparity presented in
Chapter VI, one might generally conclude that these programs have not been
sufficient to adequately remedy the effects of past discrimination.

Some of the race neutral programs and legislation discussed above were in place
prior to the establishment of a race conscious program, yet MWBE participation
in the City of Evanston's public procurement contracts have, in general,
remained low. Therefore, it can be concluded that low participation by MWBEs
in race neutral programs is evidence that the race neutral programs do not
provide an adequate remedy for the effects of past discrimination.
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Chapter VIII Conclusions and Recommendations

INTRODUCTION

As stated in Chapter II, Croson clearly provides that race conscious measures
adopted by state and local entities must be based on a compelling governmental
interest in remedying identified discrimination and be "narrowly tailored” to
accomplish these purposes. Gender-conscious programs must be based on an
important governmental interest and substantially related to that interest, and
local business programs must be based on a rational intent of the government.
Using these legal principals as a guide, the following are DJMA’s summary
conclusions of the findings enumerated in the preceding chapters of this report.

CONCLUSIONS
Based on the evidence presented in this study, DJMA concludes that:

* Systemic barriers in the procurement process may be creating a
disparate impact on minorities and women businesses.

* There is a disparity between the utilization of MWBEs and
majority contractors, though not a statistically significant
disparity.

* There is disparity between the utilization of EBEs and non local
contractors, though not statistically significant.

e The cessation of the City of Evanston’s MWBE program resuited
in a decline in the utilization of MWBEs which was particularly
significant among MWBE subcontractors.

e There is underutilization of minority and women owned
businesses in the Chicago PMSA marketplace in general.

Chapter IV—Procurement—analyzed the City’s procurement policies and
practices. DJMA found numerous practices which are barriers to MWBEs, and in
some instances, small EBEs seeking to participate on City contracts. The bid
notification practices, in particular, created a tremendous opportunity for the City
to increase responses to bids from contractors with long-standing relationships
with the City while decreasing the probability of receiving bids from MWBEs or
new EBFs. The M/W/EBE program design creates no incentive to achieve a
substantive percentage of participation on a project. As a result, the program
provides majority firms with a potentially competitive advantage over other
majority firms, and does not create opportunities for M/W /EBEs.
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Chapter VI—Statistical—notes overall disparity between MWBEs and majority
contractors during the study period-—from 1986 to 1993—and significant disparity
among MWBE construction firms. However, statistical calculations revealed
that the disparity results were not statistically significant. As such, DJMA cannot
conclusively state that the disparity is a result of discrimination. What is clear,
however, is that DIMA did find an overall underutilization of MWBEs relative
to their availability. The corroborating anecdotal evidence from the public
hearing, interviews, and survey which obtained qualitative data regarding the
experiences of firms doing business with the City of Evanston support the
disparity findings. DJMA also found disparity between the expected utilization of
local Evanston businesses and their availability, except in the category of other
professional services. In the instances where disparity was found, the disparity
was not statistically significant.

The termination of the sixteen-year-old minority set aside program resulted in
an overall drop in utilization of MWBEs. For prime contractors, the difference
between pre- and post-participation is most significant among MWBE
construction firms. Among the other procurement categories, there was no
change except for A&E firms which showed a substantial increase in MWBE
utilization after the termination of the original set aside program. MWBE
programs primarily affect utilization of MWBE subcontractors, and it is among
subcontractors that DJMA found the most significant decrease in participation, to
28.3 percent of the rate of utilization, during the program period.

In Chapter III-~Economic Market Analysis—DJMA showed the continued effects
of past discrimination against MWBEs. Minorities and women consistently
lagged far behind White males in education, income, and wealth generation.
These factors contribute significantly to a MWBE’s ability to form and sustain a
business venture. Chapter III also reflects private industry disparity across all
industry categories from which an inference of discrimination could be drawn.

Croson also requires public entities to consider race neutral means of assisting
MWBEs. In Evanston, the City has implemented a race neutral EBE program
after dismantling the original minority set aside program. As previously noted,
DJMA found that a race neutral program was ineffective in preventing a
significant decrease in MWBE utilization.

RECOMMENDATIONS

While a local entities are individually responsible for crafting policies regarding
race conscious and race neutral programmatic initiatives, this chapter serves to
highlight policy and program considerations that are grounded in the findings of
this study. First, any plan of action developed by the City of Evanston must
consider race neutral measures. Second, the plan should avoid the use of rigid
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numerical quotas.! Third, the program must be limited in its effective scope to
the boundaries of the member governmental entity.

Croson found the 30 percent quota in Richmond to be a rigid numerical quota
without justification, ” ‘except perhaps outright racial balancmg ” Given that the
City considered bids and waivers on a case-by-case basis, the Court found no need
for the rigid quotas. In creating a plan, a public entity cannot employ quotas
simply to avoid “the bureaucratic effort necessary to tailor remedial relief to
those who truly have suffered the effects of prior discrimination.”?2

Yet, based on the discovery of a significant statistical disparity, the public entity
can then institute measures to “end the discriminatory exclusion.” In fact, in
severe showings of discrimination, quotas or set asides can be employed: “in the
extreme case, some form of narrowly tailored racial preference might be
necessary to break down patterns of deliberate exclusion.”? Even so, any plan of
action by the City of Evanston containing preferences should be grounded in the
statistical assessment of disparity.

In Hillsborough County, the Court found that goals, as opposed to quotas, were
flexible because goals were set for each project based on the number of qualified
minorities. If three qualified minorities were not available, no goal was set for
the project. Additionally, no goal could exceed 50 percent, and the ordinances

required only that a prime contractor demonstrate a good faith effort in obtaining
MBEs.?

In Concrete Works, the Court held that goals are “flexible aspirational goals”
because they were set on a pm}ectnby-pro]ect basis and goals were rarely ever met.
Goals could be set for minority groups with statistically insignificant numbers to
avoid a circular argument: “discrimination against these groups may not be
remedied because discrimination, among other things, has kept their numbers so
small that discrimination cannot be proven with airtight statistical
significance.”>

A narrowly tailored program should also contain waivers. In Coral Construction
Co. v. King County,® the court found King County’s waiver of goals in the
instance of lack of availability of a MBE sufficient and contributed to the narrow
tailoring of the MWBE program. The county ordinance provided that
contractors could seek a waiver of the goal requirements where there was neither
a minority or female business available to provide the needed services or goods

1¢ity of Richmond ©. Croson, +85 U.S. 467, 109 S.Ct. 706, 724 (1989).
21d. at 729.

31d. at 729.

<Cone w. Hillsborough County, 905 F. 2d 905 (1990)

SConcrete Works v. Cozmh/ o‘ Denwer, 823 F. Supp. 821, 843 (1993).
6941 F.2d at 924.
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or where “available minority or female businesses submitted price quotes which
are unreasonably high in that they exceed competitive levels beyond amounts
which can be attributed to cover costs inflated by present effects of
discrimination.?

A sunset clause is also a component of a narrowly tailored MWBE program.
This can involve: 1) a graduation program such as was approved in AGC v.
Coalition for Economic Equality,® 2) a definite date to end the program as in AGC

v. San Francisco;®, or, 3} an annual review of MWBE program efficacy, goals, and
MWBE utilization.

Additionally, any race conscious program or other remedial action should not
extend its benefits to minorities outside the municipality, unless the minorities
can show that they have suffered discrimination within the locale. “[A] state or
local subdivision has the authority to eradicate the effects of private
discrimination within its own legislative jurisdiction.”19 The program or
ordinance can only apply to contracts let by the public entity for work to be
performed within its jurisdiction.l? In Concrete Works,}2 the court found the
MWBEs outside the state must either attest to city-sponsored discrimination or
show that they attempted to work in the Denver MSA in the period before the
program; that is, the period during which discrimination can be inferred. The
ordinance was intended to benefit those MWBEs inside the Denver MSA and
those outside it who had suffered local discrimination.

Racial groups not represented in Denver may not avail themselves
of the Ordinance and neither may individuals even of the protected
groups who nevertheless have never attempted to do business in
Denver. Moreover, if Denver fried to limit the remedy for its own
discrimination to contractors based on residence, it would face even
more serious constitutional challenges from contractors who allege
discrimination by Denver but have been excluded from the
remedy.13

In Coral Construction, the court found that the program did not limit its scope to
within the county and, therefore, was overly broad. The program allowed a
minority business to qualify for preferential treatment if the business had been
discriminated against “in the particular geographical areas in which [it]

71d.

8950 F.2d 1407, 1417 (1991).

2748 F. Supp. 1443, 1454 (1990).

10Croson, supra nn. 1, at 720.

1 Concrete Works, supra n. 5. This was true even if the statistical evidence shows discrimination
by contractors in cities in other locales.

1214, at 234.

131d. at 234.
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operated.” In finding this language overly broad, the court held that the relevant
question was whether the MWBE has been a victim of discrimination within
King County.

The question is not one of business location, but of business
participation. Indeed, an MBE headquartered in Seattle might not
be eligible for preferential treatment, whereas a similar business
located in Miami might. In order for an MBE to reap the benefits of
King County’s MBE program, it is necessary to determine if the
company has ever been victimized by discrimination within King
County.14

The court held that any MWBE that previously sought to do business within the
county is presumed to have been discriminated against, whereas MWBEs with
no prior contact with the county could not benefit from the program.
Unfortunately, it is not clear what level of particularized evidence is required for
determining whether a non local MBE has been discriminated against. This case
law has several implications:

+ Rigid numerical quotas run a greater risk of being overturned by
judicial review than flexible goals.

* MWBE programs should not be designed as permanent fixtures
in a procurement system without regard to remedying bias in
standard procurement operations.

» MWBE programs should be instituted after, or in conjunction
with, race neutral programs.

* MWBE programs should be limited in scope to the jurisdiction
enacting the program.

PROCUREMENT PROCEDURES AND PRACTICES

Although there are a traditional number of factors which inhibit the survival
and development of MWBEs, the Citv is limited in its efforts to remove these
barriers. The City’s procurement process, however, is well within its control, and
its operation can have a tremendous affect on MWBEs and local Evanston
businesses. The elimination of identified procurement barriers to MWBE or EBE
participation is no panacea, but it will provide equal access to opportunities and
convey policy makers’ and top management’s support of equitable participation
in procurement opportunities. As such, DJMA offers recommendations to
remove the barriers identified in two general areas: procurement and current
MWBE and EBE program operation.

HCoral Construction v. King County, 941 F.2d 910, 925 (1991).
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The City’s procurement practices are inconsistent with stated policy. The
procurement policy states that the process was developed to centralize
procurement. Given the relatively small volume of procurement and the
adequate number of City staff, a centralized purchasing process would be an
improvement over the current arrangement for the City. However, as noted in
Chapter IV, the City has not sufficiently centralized its procurement process to
ensure that procurement opportunities for MWBEs and EBEs utilization are

enhanced. To effect the City’s goals, the City should implement several new
procedures:

Centralized Procurement Processes

* The City should ensure that all procurement activities are carefully and
completely documented and tracked by purchasing. A centralized file
numbering or naming convention should be used by all departments.
Purchasing’s procurement files should be maintained for at least seven
years, or in accordance with state law or the requirements of the

projects funding source. At least one set of files should be centrally
stored.

* Purchasing should disaggregate data for each minority group when
collecting data, i.e., create separate categories by race, ethnicity, and
gender. Additionally, this information should be tracked on the user
departments’ supplier lists and purchasing vendor or bidders list. Data
entry personnel should also include the ethnicity and gender of the
vendor in the automated vendor file and vendor check history file.
Relevant City staff should be able to access the following information:

— Past procurement activity by commodity and contract type
- Projected procurement opportunity by commodity type

~ MWBE participation rates by dollar volume by: awardee name;
awards; final payment; specific commodity area; contract type—
construction, professional services, architectural engineering
and procurement of goods and services, prime and
subcontractor; and, race/ethnicity/gender.

* The City should track prime contractors and subcontractors consistently
in the central procurement files.

Contracting for Goods and Supplies

* The City should establish a citywide monitoring system for
specifications and product requirements. Require MWBE and EBE
solicitations by buyers and user departments for small purchases (i.e.,
purchase less than $5,000).
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s Purchasing should develop a tracking mechanism to record the
number of M/W /EBEs (by locality and ethnicity and gender) contacted
monthly for quotes. This data should be collected by commodity
category in addition to procurement type.

» The City should include MWBEs and EBEs in the vendor rotating
system. This could be accomplished by establishing a set number of
MWBEs and EBEs to be contacted for each purchase.

Outreach and Bid Notifications

» The City should establish telephone notification of bid opportunities to
M/W/EBEs. When the City directory of M/W/EBEs grows, the City
should send a notice (perhaps on brightly colored paper),mailed well in
advance of bid due dates, announcing upcoming bid opportunities.
Additionally, notices of bid opportunities should be placed in local
trade and professional association newsletters. The City should require
City procurement staff to include relevant M/W/EBEs on the list of
vendors who will receive a direct mailing of bid specifications or RFPs
as part of its bid notification process.

» The Minority Coordinator should engage in frequent communication
with various MWBE and EBE trade and professional organizations,
attend association meetings, and establish specific times to meet with
MWBEs and local business owners to discuss the City’s procurement
process and opportunities for work.

Buyer Reviews

*» To ensure that the procurement system is functioning properly,
personnel involved in the buying cycle should receive semi-annual
performance reviews. To perform these evaluations, buyers should
have previously established goals for a diverse portfolio that include
targets at the prime and subcontractor levels. Buyers must thoroughly
document bidders contacted and awards made-—a practice that is
especially critical for informal contracts, where buyers have the most
decision making discretion. Without some level of documentation of
a buyver’s activity, purchasing agents have no accurate measure of buyer
performance. Purchasing agents should establish bonus/penalty
systems for diversity of procurement portfolios. To assist buyers in
contacting MWBEs, all agencies should create their own MWBE
Business Directories, especially on commodities that are unique
purchases by a particular agency.

* The City should conduct annual or semi-annual in-house training for
City staff involved in the procurement process to ensure full awareness
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of the M/W/EBE procurement policies and staff’s obligation to support
and comply with these procedures.

Bonding Assistance

It is well known that many MWBEs lack the large financial reserves and credit
history sufficient to secure adequate bonding. Moreover, sureties are
uncomfortable approving large loans in bonding. That is, a firm that can secure
$300,000 bonds will probably not be approved for $1 million bonds. This is a
barrier to MBEs transitioning to prime contractor status.

Surety underwriting is a very conservative market. As a result of heavy losses in
the mid-1980s, most major sureties raised their underwriting standards or
applied existing standards more rigorously. However, several major sureties are
now eager to bond small contractors. The current advisory rates used by major
sureties generate higher premiums for small bonds. Five major sureties
participate in the SBA’s Preferred Surety Bond (PSB) program: Fidelity and
Deposit Company of Marvland (F&D of Maryland); SafeCO, U.S. Fidelity and
Guaranty (USF&G); Aetna Casualty & Surety (Aetna); and, Continental;
Insurance Company {Continental). The PSB permits sureties to preapprove
contractors under SBA standards and eliminates the necessity of obtaining
approval for each bonding occurrence.

* There are several recommended approaches to providing effective
assistance to MIWBE:

~ Bond guarantees. A local bond guarantee program can be supported
by funds from the City, e.g., $20,000 can leverage $1 million in
treasury listed bonds, subject to actual confirmation. Such a
guarantee program would reinsure commercially rated surety
companies participating in the program. This approach has been
applied with some success by the New York State Economic
Development Bank, the Florida Black Business Investment Board,
and the New Jersey Casino Program. The SBA also guarantees
between 70 and 90 percent of a maximum $1.25 million surety bond.

* Some programs provide collateral to MWBEs seeking bonds.

— Direct bonding. Certain states, such as Maryland, provide bonding
for small and minority contractors.

~ Bond waiver program. The City of Tallahassee, for example, issue
bond waivers for MWBE participants for projects up to $250
million. However, bond waivers do not facilitate MWBE growth
and development because surety agencies classify work completed
under a bond waiver as “unbonded” work.
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— In cases where bond waivers apply, DJMA recommends that the
City of Evanston limit bond requirements to state law thresholds;
on professional services contracts, waive performance bond
requirements or require performance bond equivalent; and, on
goods and services contracts, eliminate bond requirements—allow
contractors to bill up front for insurance and bonding, instead of
across 12 months.

» The Los Angeles Transportation Commission developed a local agency
approach to bonding. Funds are generated by a Los Angeles County tax
on gasoline, a portion of which is devoted to mass transit. The City of
Los Angeles and the Los Angeles County Transportation Commission
have each deposited $7.5 million from these funds in two commercial
banks. Private contractors refer subcontractors that are unable to obtain
bonding from private surety companies to the Transit Bond Guarantee
Program. The program determines that the MWBE is competent to
perform the subcontracting work, has accurately estimated the job, has
the management and technical capacity to perform, and is otherwise
eligible for bond assistance. If these, and other, criteria are satisfied, the
bond guarantee program will obtain bonding for the subcontractor
from one of four participating surety companies. One of the two banks
then issues an irrevocable letter of credit to the surety company in an
amount identified by that surety company as necessary to secure its
bond. The program also provides bonding assistance to MWBE prime
contractors who are bidding on contracts under $1 million. Although
the program has been underutilized, it offers one innovative, but
relatively low risk, model for increasing the involvement of MWBEs
more fully in the economic mainstream.

* DIMA recommends an aggressive approach by the City of Evanston to
coordinate its bonding requirements with the appropriate surety
companies to support small contractors in their quest to qualify for
bonds.

Small Contractors Assistance Program

Construction is an area of procurement where management and technical
assistance needs are the greatest. Consequently, many cities have established
programs targeting small and disadvantaged contractors. These programs
typically encompass the following services:

* Serve as a clearinghouse for city, county, state, and federal contracting
opportunities;

* Assist contractors in bid estimation and bid development;
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Provide a plan room and blueprint availability;

Offer seminars to contractors that result in tangible benefits for
contractors (seminars that do not have strong incentives integrated
into the seminar itself, are generally poorly attended by contractors.
For example, a seminar on bonding assistance could be offered as a
prerequisite to securing a bond from a bonding company that has an
understanding with the City and its certified contractors.);

Foster mentor-protégé relationships with majority contractors, utilize
the SBA SCORE (Service Corps of Retired Executives) program where
retired general contractors provide assistance to MWBE contractors;

Attend pre-bid conferences; and,
Encourage majority contractors to joint venture with or utilize MWBE

business owners on majority contracts at the project management
level.

Financial Assistance Programs

As in many parts of the country, adequate contract financing is an issue in the
City of Evanston. A typical problem for MWBEs is the inability to perform the
contract because banks do not accept contracts as collateral to secure financing
required to complete a contract. The following programs would be valuable in
the City of Evanston to address these problems:

Bank Consortia. Revisions to the Community Reinvestment Act
(CRA) provide the City of Evanston with an important opportunity to
address this gap in M/W/EBE financing. As a result of the CRA,
numerous financial institutions are forming consortia to facilitate
lending to CRA-targeted businesses. An example is the
Entrepreneurial Development Loan Fund (EDLF) in Atlanta, organized
by the Atlanta Chamber of Commerce in conjunction with several
major Atlanta banks. The EDLF is administered by GRASP, an Atlanta
economic development organization.

Working Capital Loan Program. The City of Evanston takes bids from
local financial institutions to lend up to 5 percent of the contract
amount to a M/W/EBE holding a City contract or subcontract. The
bank reviews and approves/disapproves each application, and, if
approved, monitors proper application of installment payments to the
M/W/EBE as the work progresses. Bids received from the banks would
be evaluated bv a City committee on the basis of the lowest interest rate
which will be offered to the M/W/EBE firms; the credit criteria utilized
by the bank; and, the percentage of risk that the bank will assume. The
City would guarantee the bank’s receipt of the remaining portion of the
loan.
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Contract Financing. A vehicle that provides working capital, contract
financing is also a financial approach that banks find expensive to
administer. Publicly subsidized contract financing provides a low cost
alternative to costly factoring services which is often the only
alternative small companies have for obtaining working capital.

Public Venture Capital Funds. Some cities have collaborated with
states to create semi-public venture capital funds. BIDCO in Detroit,
Michigan provides preferred stock and/or long-term debt to promising
firms.

M/W/EBE PROGRAM RECOMMENDATIONS

Minority Coordinator

-

The Minority Coordinator must be given the authority and
information to effectively track M/W/EBE participation; develop
opportunities with purchasing and the relevant user departments for
MWBE and EBE participation; and, monitor the City’s and prime
contractor’s compliance with the M/W/EBE program. During the
course of this study, the City moved the minority coordinator position
to the purchasing department. As a new development, it is difficult to
determine the effect of this change on the minority coordinator’s
effectiveness and the utilization of M/W/EBEs. However, with
centralized procurement practices, the minority coordinator may be
ideally positioned to access necessary documentation and user
department personnel to effectuate the M/W/EBE goals. To be truly
effective, the minority coordinator must be diligent in his/her pursuit
of program goals, and attentive to and innovative in addressing the
needs of M/W /EBEs. Additionally, the coordinator must have the
commitment and support of senior staff, purchasing, the City
Manager’s office, and the City Council.

The minority coordinator should be included in all Review Committee
sessions regarding the development of RFPs or bid specifications and
should participate in the vendor selection process.

Currently, the minority coordinator operates with a staff of one. Given
the volume of procurement activity and the size of the City, there is no
need indicated to hire additional staff. Where additional resources are
needed, the coordinator should be authorized to use user department
and purchasing staff to monitor compliance. If resources do not permit
monitoring 100 percent of the projects, the City could develop a
sampling procedure to monitor a certain percentage of projects within
certain dollar ranges. This should also help to create a database
foundation for cross referencing subcontractor and contractor data. As
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the program is more widely used and participation increases, the
coordinator’s staffing needs may need to be reevaluated.

MWBE advisory committee should be charged with evaluating the
M/W/EBE programs on no less than an annual basis. The advisory
committee should also submit an annual review of the performance of
the minority coordinator. These evaluations will afford the City’s
business community with an opportunity to participate in and
concentrate towards the successful implementation of program
objectives.

Certification

The City should equalize the certification burdens on MWBEs and EBEs by
creating a City certification process for both. While the process should not
overwhelm businesses, it should be sufficient to ensure that M/W/EBEs are
benefiting from the program. The certification process should be designed in
conjunction with a strong monitoring process. Additionally, the City should
Institute a certification renewal process.

M/W/EBE Directory

The City should routinely update and distribute its M/W/EBE
directory. The City should obtain the certification lists and MWBE
directories of neighboring municipalities and the state to create a
comprehensive listing of available MWBEs interested in procuring
public sector work. To obtain a comprehensive listing of local
businesses, the City should conduct a mass mailing to all identified
local businesses, submit an ad to the local paper and relevant industry
journals, and distribute notices to trade and professional organizations
and local churches to inform the public of the program and request
applications for certification. Upon receiving certification, the
respondents” names should be added to the directory. The directory
should be readily available in hard copy and on diskette to contractors
and City staff . The directory should have a MWBE section and an EBE
section. The MWBE section should include the ethnicity and gender of
ownership, address, whether the business is an EBE, and a description
of the business by SIC code or procurement type. The EBE section
should include the address and description of each business by SIC code
or procurement type.

Professional and Personal Service Projects

»

The City should implement procedures to ensure that M/W/EBEs are
always included in the list of vendors to which the City mails an early
copy of the RFP or bid specifications.
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The City could also establish a proposal review process that informs
unsuccessful M/W/EBE bidders about the weaknesses and strengths of
their bids.

Monitoring Procedures

The City should establish monitoring procedures to ensure that
contractors and City procurement staff are complying with M/W/EBE
program goals. The City generally practices some contract compliance
monitoring. However, more particularized monitoring efforts should
be created to monitor the M/W /EBE program, specifically. Among the
procedures the City should include are:

- Announced and unannounced site visits to verify M/W/EBE
presence on the job site;

— Affidavits or other contractual forms that evidence the prime
contractor’s agreement to utilize a specific M/W/EBE for a project;
and,

— Implementation of a phone audit procedure to verify that payments
to M/W/EBE subcontractors (as reported by the primes) correspond
with the subcontractors reports—a sampling procedure can be
implemented.

Project Sizing

A major constraint for many MWBEs and small EBEs, especially in construction,
is large project size. Capacity, bonding, and insurance issues tend to exclude
MWBEs and small EBEs from many bid opportunities. As such, the City, with
the minority coordinator, should ensure that projects are appropriately sized to
maximize opportunities for MWBE and small EBE participation.

Preference Programs

-

The significant underutilization of MWBE firms relative to their
availability suggests that consideration of MWBE goals is appropriate.

With respect to the professional and personal service program, DJMA
recommends that the number of preference points awarded to
contractors be a factor of the amount of MWBE and EBE participation
on the job. To discourage contractors from using the program with
only nominal MWBE participation, contractors must show that the
M/W/EBE is performing a commercially viable portion of the contract
before awarding preference points to the contractor.

The EBE program’s three percent or $1,000, (whichever is less)
preference, should be tailored to create a real benefit to the bottom line
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of the City’s local businesses. If the City is seeking to reduce the flight
of local businesses to neighboring cities, increase business development
in the City, and create a means to “give back” to its taxpaying business
community, DJMA recommends the following:

— Remove the $1,000 limitation on the program. A local business
seeking to bid on a goods, supplies, or construction project need
only submit a bid within three percent of the lowest bid to qualify to
win the contract. On small dollar projects valued less than $33,000,
the local bidder will need to submit a quote of less than $1,000 over
the lowest bid to prevail. On larger dollar projects, a three percent
cap provides a frue incentive for businesses to locate within the City
and for local businesses to remain and seek opportunities with the
City. What the City may pay in additional costs is offset by the good
will developed in the business community, increased tax revenues,
and more competitive bidding on City contracts. Increasing
competitive bidding reduces the inflated price the City sometimes
pays when too few contractors bid on City projects. Additionally,
the cost to the City in the long term should be reduced by a growing
base resulting from increasing the number and revenue of local
businesses. The City may need to consider limiting the three
percent preference to projects under a certain size (e.g., $5 million)
to control costs to the City.

~ The City will need to develop a more stringent certification process
for EBEs to ensure that program objectives and the City’s long-term
goals are being achieved. In addition to current requirements, the
City should require EBEs to be duly licensed businesses with the City
and subject to its taxes. Businesses seeking to purchase, redevelop,
or renovate property in Evanston should be advised of the EBE
program, the certification requirements and tax incentive programs
offered by the City to encourage such activity in certain areas. A
package could be developed for new local businesses with important
contact names and telephone numbers of City staff, names of
assisting agencies; information about the City’s procurement
programs, tax incentive programs, a licensing application, and other
information as a value added service for the City’s business
community.

*» M/W/EBEs should receive early and direct notification of bid
opportunities to maximize participation in the preference program.

¢ Many minority owned business owners, in particular, have
complained that majority businesses will work with them only when
required on a public sector project with a MWBE program. As a result,
many majority companies will not use MWBEs on private sector
contracts. To overcome this barrier, the City could create a preference
program which gives contractors that have used or are using MBEs and
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WBEs in private sector work credit toward their overall bid score
during the City vendor selection process.

* Because the availability of MWBE firms changes periodically,
participation goals must also change. Participation goals should be
established each year based on projections of availability, forecasts of
coming projects, and the anticipated amount of federal, state, and city
spending.

+  With respect to MWBEs, the City should pursue and implement other
race neutral initiatives. Alone, race-neutral alternatives appear
inadequate to correct the underutilization of MWBEs. However, such
programs serve to complement MWBE program goals when
implemented as parallel initiatives.

COURSE OF ACTION

Establishing MWBE and EBE goals is a policy decision and requires action by the
City and the City Council. These official bodies are charged with establishing
overall policy goals for a complete race/gender/local business program.

This study establishes a factual predicate that M/W/EBE programs are
appropriate to remedy the current effects of discrimination. Prior to the
implementation of any such programs, two steps must be taken: establishment
of legislative findings and tailoring of adopted programs to address the problem.
It is crucial that legislative findings be formed in the most thorough and probing
manner possible. This should include solicitation of comments, oral and
written, from the widest possible spectrum of the community. Legislation then
adopted should be tailored to address the disparity of participation among those
groups specifically identified in the formation of the federal predicate. It should
be noted that if legislative findings reveal there is no need to include MWBEs of
certain classifications due to current utilization or low levels of presence in the
community (for instance citizens of Eskimo and Aleut descent), individual
members of those groups will have recourse for any individual discrimination
they may suffer.

The City’s obligation with respect to the EBE program is not subject to the same
legal scrutiny as the MWBE programs. As long as the program participation is
not contingent upon an Evanston residency requirement of the individual
business owners or businesses’ employees, the City need only develop program
goals that are rationally related to its program objective. However, to ensure that
the concerns of local business owners are included in this process, the City
should make an effort to conduct legislative findings related to the issues and
problems facing local businesses.
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DIMA recommends that the time frame for further action should be
approximately eighteen months:

* 90 to 120 days after receipt of this study—legislative findings;

* 60 days after formation of legislative findings—tailoring legislation to
narrowly meet the disparity found and relate legislation to the local
business program and local business needs;

* 12 months after enactment of the legislation—capture data on enacted
legislation to match the factual predicate for progress report.

The City should develop an action plan that specifies annual procedural,
programmatic, and goal improvements, and time lines for the implementation
of each. In the recommendations above, DJMA has identified procedural and
programmatic changes which it believes will strengthen the City’s procurement
and contracting system and increase utilization of M/W/EBEs. However, the
improvements in operating systems and the use of race neutral initiatives alone
will not ensure the utilization of M/W/EBE, in particular MWBEs. As

previously stated, some goal-based initiatives are justified and, therefore, should
be included.

Consideration of Target Setting Methodology

In the policy arena, we have not set or recommended a specific goal. The actual
sefting of goals is a policy decision reserved for the City decision makers. The
decision making paradigm should tie the City’s utilization of MWBEs and EBEs
with the marketplace’'s level of MWBE and EBE availability. Within this
framework, the number of MWBEs and EBEs in the relevant market would
drive the City policy decisions regarding the entity’s goals for MWBEs and EBEs.

A practical goal setting methodology that reflects legal thought should
incorporate the seven factors used in the report to establish the current levels of
subcontractor availability and subsequent disparities in utilization.

* The size of minority and female populations in the relevant market
areas;

* The number of minority and female owned businesses in the relevant
market areas;

* The availability of minority and female owned businesses in the
relevant market areas willing to do business with the City;

* The general availability of minorities and females in the relevant
market areas having the requisite skills to manage or form businesses;
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* The percentage of minority and female businesses compared to the
total number of businesses in the relevant market areas;

*+ The availability of minority and female businesses in the relevant
market areas which the City can reasonable add to their certification
lists; and,

* The degree of outreach and training that the City is reasonable able to
undertake as a means of making opportunity available to minority and
female businesses.

SUMMARY

D.J. Miller & Associates, Inc. submits that the findings of disparity between the
availability of M/W/EBEs and their utilization by the City of Evanston provides
sufficient data to justify a race/gender/local based procurement program. Our
economic and statistical utilization analyses may serve as part of policy and
target-making decisions regarding the establishment of MWBE and EBE
participation goals for specific local, racial, ethnic, or gender groups.

We suggest that the City consider the foregoing recommendations, as
appropriate, to improve equal access to contracting and procurement
opportunities for all groups.
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