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EXECUTIVE SUMMARY.
2020 ADOT Disparity Study
Keen Independent Research LLC

The Arizona Department of Transportation operates the Federal Disadvantaged Business Enterprise
(DBE) Program to assist disadvantaged business enterprises on contracts that use U.S. Department
of Transportation (USDOT) funds. Every three years, ADOT must set an overall annual goal for
participation of DBEs in those contracts. The Federal DBE Program applies to USDOT-funded
contracts awarded by ADOT and by local agencies that receive USDOT funds through ADOT.

The 2020 Disparity Study provides information about minority- and women-owned firms and DBEs
to help ADOT set overall DBE goals and operate the Federal DBE Program. ADOT engaged

Keen Independent Research (Keen Independent) to complete this research. Keen Independent
conducted studies for ADOT in 2014, 2015 and 2017 using the same methodology as the 2020 study.

David Keen, Principal of Keen Independent, has led similar disparity studies for many state DOT's
across the country, including most of the state DOTs in the western part of the United States. These
research projects are called “disparity studies” because they determine if there is a disparity between
the utilization and availability of minority- and women-owned firms in an agency’s contracts.

Summary of Results

ADOT must set a separate overall DBE goal for each of three types of USDOT funds it receives.
Each goal is expressed as the percentage of contract dollars that will go to firms certified as DBEs. In
addition to setting overall goals, ADOT must project whether it can meet each goal entirely through
race- and gender-neutral means (such as training, outreach and small business programs). If not,
ADOT much determine how much of each overall goal must be achieved through race- and
gender-based programs such as DBE contract goals.

Keen Independent helped determine previous overall DBE goals based in part on the relative
number of minority- and women-owned firms in Arizona available for ADOT transportation work.
The 2019 update of that survey found that the share of firms that are minority- or women-owned
increased by 5 percentage points since 2015. As a result, proposed overall DBE goals have increased.

m  FHWA-funded contracts. Based on tresults of the 2017 Availability Study, ADOT set
an overall DBE goal for federal fiscal years (FFYs) 2018 through 2020 of 9.55 percent
for contracts using Federal Highway Administration (FHWA) funds. ADOT projected
that it would meet that goal through a combination of race-neutral means, such as small
business assistance, and through race-conscious measures such as DBE contract goals.
Based on information in the 2020 Disparity Study, ADOT might set a new overall
DBE goal of 12.89 percent for FHWA-funded contracts beginning fall 2020.

Study results indicate that ADOT would need to use DBE contract goals as well as
small business programs and other neutral means to meet this overall goal.
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m  FAA-funded contracts. ADOT receives funds from the Federal Aviation
Administration (FAA) for projects at Grand Canyon National Park Airport
(a state-owned airport) and other contracts. Its current 8.05 percent overall DBE goal
for these contracts extends through September 30, 2021. ADOT does not apply DBE
contract goals to these contracts.

Study results suggest that an overall DBE goal of 10.69 percent would be supportable
for the three years beginning October 1, 2021, with ADOT continuing to attempt to
meet all of it through small business programs and other race-neutral means.

®m  FTA-funded contracts. ADOT receives funding through the Federal Transit
Administration (FT'A) to support rural transit operations throughout the state.
Most large transit agencies in Arizona directly receive FTA funding and are responsible
for their own operation of the Federal DBE Program.

For the three years ending September 30, 2021, ADOT has a 11.00 percent overall
DBE goal for FTA-funded contracts. ADOT does not apply DBE contract goals to

these contracts.

This study provides information to help ADOT set a new DBE goal for those
contracts for the three years beginning October 1, 2021. Results suggest that an overall
DBE goal of 14.64 percent would be supportable, with ADOT continuing to meet the
goal through small business programs and other neutral means.

Figure ES-1 summarizes these results. As a point of comparison, actual DBE participation for
FHWA-, FAA- and FTA-funded contracts from October 2013 through September 2018 was about
10 percent, 8 percent and 23 percent, respectively.

Figure ES-1.
Information for ADOT consideration concerning potential overall DBE goals
and projections of race-neutral for FHWA-, FAA- and FTA-funded contracts

Component of

overall DBE goals FHWA FAA FTA
Overall goal 12.89 % 10.69 % 14.64 %
Neutral projection - 4.72 - 10.69 - 14.64
Race-conscious projection 8.17 % 0.00 % 0.00 %

Source:  Keen Independent Research analysis.
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Disparity Study Research
The Disparity Study began in February 2019.

®m  Throughout the study, Keen Independent consulted with an Internal Stakeholder Group
that included staff across ADOT departments and different groups of external
stakeholders that included businesses and trade associations. ADOT and
Keen Independent also met with FHWA officials and local public agency representatives.

B Keen Independent examined ADOT and local public agency transportation-related
contracts awarded from October 2013 through September 2018. The study team
collected data on ADOT’s transportation contracts and compiled information on local
public agency (LPA) contracts that used USDOT money administered by ADOT.
Keen Independent analyzed more than 12,000 ADOT prime contracts and
subcontracts, and more than 2,000 contracts for local agencies that together totaled
nearly $4.2 billion.

The study team isolated the effects of the South Mountain Freeway mega-project when
examining utilization and availability, including when establishing the goal for future
FHWA-funded contracts. For example, Keen Independent assumed that
FHWA-funded contracts for FFY 2021 through FFY 2023 would not include a
mega-project and instead reflect typical highway improvement and maintenance work.

m  Keen Independent included ADOT’s state-funded transportation contracts in the study
due to their dollar volume and similarity to FHWA-funded highway contracts, and
because there are no DBE contract goals on these contracts. One of the disparity
analyses in the study combined these state-funded contracts with FHWA-funded
contracts for which no DBE contract goals applied.

®m  Since 95 percent of ADOT contract dollars go to firms with Arizona offices,
Keen Independent collected and analyzed data about the Arizona transportation
contracting industry. The study team also collected qualitative information through
input gathered from more than 440 individuals representing businesses, trade
associations and other groups throughout the state.

B Most of ADOT’s transportation contract dollars are related to highway construction
and engineering, but the study also includes vertical construction, planning studies,
transit services and other types of transportation-related work. Keen Independent
classified ADOT work into 32 different subindustries and collected availability
information for each subindustry.

B The study team completed telephone surveys with 4,859 businesses across the state to
determine the availability of firms indicating qualifications and interest in ADOT and
local agency transportation-related work. After considering answers to several screening
questions, the final availability database included 996 companies. These companies
identified the race, ethnicity and gender of the business owner and their annual

revenue.
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B To determine utilization results, Keen Independent identified the race, ethnicity and
gender ownership of companies receiving ADOT prime contracts and subcontracts
through sources including telephone interviews with those firms. Results examined
minority-owned firms (by race and ethnicity), white women-owned firms and
majority-owned firms (firms that are not minority- or women-owned). ADOT reviewed
the ownership data for these firms.

B The study team performed disparity analyses by comparing the utilization of minority-
and women-owned firms to the availability benchmarks developed in the study.

m  Keen Independent assisted ADOT in considering overall DBE goals for FHWA-,
FAA- and FTA-funded contracts and projecting the portion of those goals that could
be met through race- and gender-neutral means.

m ADOT distributed the draft 2020 Disparity Study for public comment.
Keen Independent reviewed and incorporated feedback received into the final report.

Regulations governing overall DBE goals. Kecen Independent and ADOT followed federal
regulations in Title 49 Code of Federal Regulations (CFR) Part 26 and USDOT guidance when
determining how to (a) set overall DBE goals for USDOT-funded contracts, (b) project how much
of a goal will be met through race-neutral means, and (c) project the portion of the goal (if any) to be
met through programs such as DBE contract goals.

The 2005 Ninth Circuit Court of Appeals decision in Western States Paving Co. v. Washington State DOT
is also important for this study. The Court upheld the constitutionality of the Federal DBE Program,
but it found that the Washington State DOT failed to show its implementation of the Federal DBE
Program to be narrowly tailored (see Chapter 2 and Appendix B of the full report). The Disparity
Study provides information for ADOT to ensure that its operation of the Federal DBE Program
meets these legal requirements.

Availability of minority- and women-owned firms and other businesses for ADOT
transportation contracts. Figure ES-2 on the following page describes race, ethnicity and gender
ownership of the 996 firms in the availability database for this study. Minority-owned firms (MBEs)
comprise about 23 percent of businesses in Arizona available for ADOT transportation contracts.
White women-owned firms (WBEs) account for about 17 percent of the companies available for
ADOT work. Comparable information from the 2015 Disparity Study shows that the share of both
MBEs and WBEs increased between the 2015 and 2020 studies.

The study team then identified the specific characteristics of each of the 14,399 prime contracts and
subcontracts from October 2013 through September 2018 that were included in the study and then
counted the number of minority-, women- and majority-owned businesses available for each of those
prime contracts and subcontracts. Type of work, size and location were considered. Importantly, the
results took into account the “bid capacity” that each firm indicated in the availability survey.!

! Firms were asked to identify the size of the largest contract the firm had won or bid on in recent years. As an example, if a
firm had only bid on contracts or subcontracts up to $1 million, it was not counted as available for a $5 million ADOT
contract.
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Figure ES-2.

Race, ethnicity and gender
ownership of businesses
included in the availability
database, 2015 and 2020

Note:

Numbers rounded to nearest
tenth of 1 percent.

Percentages may not add to totals
due to rounding.

Only a portion of MBE/WBEs are DBEs.

Source:

Keen Independent Research availability
analysis.

Once availability for each contract and subcontract was determined, Keen Independent

2015 2020
Percent Percent
Race/ethnicity and gender of firms of firms
African American-owned 1.8 % 4.0 %
Asian-Pacific American-owned 1.3 1.2
Subcontinent Asian American-owned 1.3 1.1
Hispanic American-owned 13.2 14.4
Native American-owned 2.6 2.3
Total MBE 20.2 % 23.0 %
WBE (white women-owned) 14.8 16.8
Total MBE/WBE 35.0 % 39.8 %
Total majority-owned firms 65.0 60.2
Total firms 100.0 % 100.0 %

dollar-weighted results based on the size of the contract or subcontract. MBE/WBEs accounted

for about 40 percent of available firms, but availability benchmarks on a dollar-weighted basis

were 23 percent to 32 percent of contract dollars after performing the analysis described above

(see Figure ES-3).

Figure ES-3.

Overall dollar-weighted MBE/WBE availability estimates for ADOT FHWA-, state-, FAA- and
FTA-funded contracts, October 2013-September 2018

100% l

50% o
40% A
30%
30% o

20% A

10% A

0%

32% 33%

26%

23%

FHWA

FHWA State FAA

(excluding South (including South
Mountain Freeway) Mountain Freeway)

Source:  Keen Independent Research

availability analysis.

KEEN INDEPENDENT RESEARCH — 2020 ADOT DISPARITY STUDY

FTA

EXECUTIVE SUMMARY, PAGE 5



The proposed overall DBE goals for FHWA-, FAA- and FT'A-funded contracts are lower than the
benchmarks shown above. One reason is that not all MBE/WBEs ate cutrent or potential DBEs.
For example, some are too large to be certified as a DBE and are therefore not counted as a potential
DBE in the availability analyses that form the basis of the goal.

Utilization of minority- and women-owned firms and DBEs. Figure ES-4 presents the share of
total contract dollars going to MBE/WBEs for contracts examined in the study. The darker portion
of each bar presents the utilization of MBE/WBEs that were DBE-certified.

Focusing on results for the $3.7 billion in FHWA-funded contracts from October 2013 through
September 2018, minority- and women-owned firms obtained 18 percent of these contract dollars.
About 10 percent of FHWA-funded contract dollars went to firms certified as DBEs? and the
difference, 8 percent, went to noncertified minority- and women-owned firms.

Compared with FHWA-funded contracts, utilization of DBEs was lower on state-funded contracts
(3% of contract dollars), but overall participation of minority- and women-owned firms was higher
(20%). MBE/WBE participation on these contracts was primarily from firms not certified as DBEs.

MBE/WBE patticipation was higher for FAA-funded (27%) and FTA-funded contracts (30%).

Figure ES-4. 1uu%(L
MBE/WBE and DBE share of {f:i“..',:?f;”n“;‘ff
prime contract/subcontract 50% 1 -
dollars for FHWA-, state-,
FAA- and FTA-funded o |
transportation contracts,
October 2013—-September 30%

0% -
2018 77
Note: 0% 18% - )3%
Dark portion of bar is certified DBE
utilization. 108%
Number of contracts/subcontracts 10% -
analyzed is 14,399.

3%
FHWA State FAA FTA

Source:

Keen Independent Research from
data on ADOT and LPA contracts
October 2013-September 2018.

2 Most firms certified as DBEs are minority- or women-owned firms. White male-owned firms can also meet the federal
certification requirements and be certified as DBEs if they demonstrate they are both socially and economically
disadvantaged, as described in 49 CFR Part 26.67(d).
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Key results from the disparity analysis. In one of the disparity analyses in the study,

Keen Independent compared the utilization and availability of minority- and women-owned firms for
FHWA- and state-funded transportation contracts that did not have DBE contract goals. Results for
those contracts best indicated results for FHWA-funded contracts if ADOT did not operate a DBE

contract goals program for any of its contracts.

About 8 percent of ADOT contract dollars went to minority-owned firms, substantially less than the
25 percent that might be expected based on the availability analysis. As presented in Chapter 6 of
the report, further analysis by racial and ethnic group identified substantial disparities for

African American-, Asian-Pacific American-, Hispanic American-, Subcontinent Asian American-

and Native American-owned firms.

As shown in Figure ES-5, white women-owned firms received 4 percent of FHWA- and state-funded
contract dollars where DBE goals were not applied, substantially less than the 8 percent that might
be expected from the availability analysis.>

Figure ES-5.
MBE and WBE utilization and availability for FHWA- and state-funded contracts
without DBE contract goals, October 2013-September 2018

100%
l Utilization

Availability
50% A

40% A
30% A
25%

20% A

10% - 8% 8%

4%

0% T
MBE WBE

Note: Number of contracts/subcontracts analyzed is 10,761 with DBE contract goals and 3,170 without contract goals.
Includes South Mountain Freeway contracts.

Coffman Specialties is counted as a majority-owned firm.

Source:  Keen Independent Research from data on FHWA- and state-funded prime contracts and subcontracts,
October 2013-September 2018.

3 As discussed in Chapter 6, there was one firm that identifies itself as a WBE that is counted as majority-owned in the
study based on the specific reasons used in a previous ADOT denial of certification.
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Quantitative and qualitative information about the local marketplace. Federal courts have
found that Congtress “spent decades compiling evidence of race discrimination in government
highway contracting, barriers to the formation of minority-owned construction businesses, and
barriers to entry.”* Congress found that discrimination has impeded the formation and expansion of
qualified MBE /WBEs. Bartiers that Congtess found on a national level also appear in Atizona.
Quantitative and qualitative information about the Arizona transportation contracting marketplace
suggests that there is not a level playing for minority-owned firms or for women-owned firms.

Entry and advancement. Keen Independent identified batriers for people of color and women
entering and advancing in the Arizona construction and engineering industries, which negatively
affected the number of MBE/WBE construction and engineering companies in business today.

Business ownership rates for minorities and women in the transportation contracting industry.
The study team identified disparities in business ownership rates for minorities and women that
depress the relative number of MBE/WBEs available for ADOT construction and engineering work.

Access to capital. Potential barriers associated with access to capital may affect business outcomes
for MBE/WBEs. There is evidence that minority- and women-owned firms do not have the same
access to capital as majority-owned firms.

Success of businesses in the transportation contracting industry. Minority- and women-owned
construction and engineering firms in Arizona had lower revenue than majority-owned firms. This
may indicate discrimination and it also demonstrates that any disadvantages for small businesses
disproportionately affect MBEs and WBEs.

Some minority and female business owners reported that they were disadvantaged by their size and
lack of relationships within the industry. Some interviewees also reported negative stereotypes and
other forms of discrimination against minority- and women-owned firms.

Race-Neutral Measures

Race-neutral measures include any initiatives that increase the availability and competitiveness of
small businesses. ADOT has had considerable business assistance programs in place for many years.
ADOT has further enhanced assistance to DBEs and other small businesses, including:

®m  Additional outreach to certify DBEs;

®  Small Business Resource Centet;

m  DBE Business Development Program;

B One-on-One Business Counseling;

m  Lunch and Learn Sessions;

®  Business Coach on Demand online training; and

B “Just One More” campaign to encourage use of DBEs beyond a contract goal.

4 Sherbrooke Turf; Inc. v. Minnesota DOT, 345 F.3d, 970 (8th Cir. 2003) (citing Adarand Constructors, Inc., 228 F.3d at 1167 — 76);
Western States Paving Co. v. Washington State DOT, 407 F.3d 983, 992 (9th Cir. 2005).
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There are only a few general areas of race- and gender-neutral initiatives employed by other state
DOTSs that ADOT has not implemented (see Chapter 8). Some of the most notable are:

Small business contract goals programs;

Small prime contracts programs;

Changes to state prequalification systems for contractors;
Unbundling of contracts;

Working capital loan programs; and

AN AN ol e

Bonding programs.
ADOT might need state legislative action to authorize use of some of these measures.

Development of the Overall DBE Goals and Neutral Projections

As described earlier in this Executive Summary, Keen Independent compiled availability data
through surveys with businesses in Arizona. Only businesses reporting their qualifications and
interest in ADOT and local agency transportation-related prime contracts and subcontracts were
included in the final analyses. Some of those firms were current or potential DBEs.

Base figure analysis using results of dollar-weighted availability. Keen Independent determined
that ADOT and local agency prime contracts and subcontracts from October 2013 through
September 2018 (not including South Mountain Freeway) best reflect the variety of USDOT-funded
contracts expected in future years. As previously described, to calculate availability of DBEs for a
prime contract or subcontract, Keen Independent calculated:

(@) Number of current/potential DBEs available for that type, size and location of work;
(b) Total number of firms available for that work; and

(c) Percentage DBE availability for that prime contract or subcontract, calculated by
dividing (a) by (b).

Keen Independent then dollar-weighted the percentage DBE availability results for each prime
contract and subcontract to develop overall DBE availability figures for FHWA-, FAA- and
FT'A-funded contracts.

Step 2 adjustments. Federal regulations requite ADOT to consider “step 2 adjustments” when
determining overall DBE goals. These adjustments raise or lower the overall goal from what it would
be only considering current availability of DBEs (and potential DBEs) for an agency’s contracts
(which is called the “base figure” in the federal regulations).
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For FHWA-, FAA- and FT'A-funded contracts, Keen Independent calculated potential upward and

downward adjustments.

®  FHWA. The base figure (i.e., “unadjusted” availability) for FHWA-funded contracts is
16.15 percent based on study results. The proposed 12.89 percent overall DBE goal for
FHWA-funded contracts reflects a 3.26 percentage point downward step 2 adjustment
to account for “current capacity of DBEs to perform work” as measured by the
volume of work on ADOT’s FHWA-funded contracts that DBEs have performed in
recent years (16.15% - 3.26% = 12.89%). Chapter 9 of the report explains these

analyses.

B FAA. The base figure analysis for FAA-funded contracts indicated DBE availability of
19.72 percent for these contracts. The proposed overall DBE goal reflects a
9 percentage point downward step 2 adjustment. (Chapter 10 provides these results.)

®  FTA. The proposed overall DBE goal for FTA-funded contracts was determined from
the base figure analysis for these contracts (14.64%). Keen Independent calculated
potential step 2 adjustments, each of which would have increased the overall DBE goal
for FT'A-funded contracts. (See Chapter 11.)

Projections of the share of the overall goal to be met through neutral means. MBE/WBE
utilization and DBE patticipation for past FAA- and FTA-funded contracts suggest that ADOT
could meet the proposed goals solely through neutral means, especially if some of the minority- and

women-owned firms receiving these contracts could be certified as DBEs.

For FHWA-funded contracts, it appears that ADOT could achieve some but not all of the

12.89 percent overall DBE goal solely through small business programs and other neutral measures.
For example, 5.9 percent of ADOT’s FHWA-funded contract dollars went to minority- and
women-owned firms that were not DBE-certified but appear that they could be certified. If ADOT
encouraged more of these firms to be certified, it could count this additional neutral participation

toward its overall DBE goal.

Even with more neutral participation of DBEs on FHWA-funded contracts, ADOT may need to
continue selective use of DBE contract goals for FFY 2020 through FFY 2022.
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Public Comment Process for the 2020 Disparity Study Report

ADOT published a draft of the disparity study report for public comment in April 2020. The public
could make comments on the draft report and proposed overall DBE goals through June 30, 2020.

ADOT also held two virtual webinars concerning the Disparity Study and ADOT’s proposed
DBE goals:

B Tuesday, May 12, 2020 from 1:00 to 2:30 pm; and
®  Monday, May 18, 2020 from 4:00 to 5:30 pm.

Information about the webinars was available at www.azdot.cov/DBEDisparityStudy. In addition,

the public was able to submit feedback and provide written comments through the following means:

(a) During the webinars;
(b) Online at the above web address;
(c) By calling the study telephone hotline at 602-730-0460;

(d) Via email at adotdisparitystudy2019@keenindependent.com; and

e) By regular mail sent to Keen Independent Research LLLLC, 701 N. 1st St., 2nd Floot,
y regu P
Phoenix, AZ 85004.

After the release of the draft report and proposed overall DBE goals, 18 individuals submitted
comments on behalf of themselves or their organizations during the comment period (see Section G
of Appendix ] for additional information). These and other comments received during the webinars
and through other communications were reviewed and incorporated into the final report.

Keen Independent and ADOT then prepated final documents for USDOT concerning ADOT’s
proposed overall DBE goals for FHWA-, FAA- and FTA-funded contracts. This process follows the
approach for the 2014 Availability Study, 2015 Disparity Study and the 2017 Availability Study that
Keen Independent prepared for ADOT.
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CHAPTER 1.
Introduction

The federal government requires state and local governments to operate the Federal Disadvantaged
Business Enterprise (DBE) Program if they receive U.S. Department of Transportation (USDOT)
funds for transportation projects. The Arizona Department of Transportation (ADOT) has been
operating some version of the Federal DBE Program since the 1980s.

ADOT must set a separate overall goal for participation of DBEs in USDOT-funded contracts for
each of three types of USDOT funds it receives: (a) Federal Highway Administration (FHWA) funds,
(b) Federal Transit Administration (FT'A) monies, and (c) Federal Aviation Administration (FAA)
funds. Each overall goal is expressed as the percentage of contract dollars that will go to firms
certified as DBEs. Each overall goal is for three years, and every year ADOT must set a new overall
annual goal for one of these different operating administrations within USDOT. The new three-year
goal for FHWA-funded contracts must be in place starting October 1, 2020. ADOT will start new
three-year DBE goals for FAA- and FT'A-funded contracts in fall 2021.

USDOT recommends that agencies such as ADOT conduct disparity studies to develop the
information needed to effectively implement the Program. ADOT retained Keen Independent
Research LLC (Keen Independent) to conduct the 2020 Disparity Study. Keen Independent
previously conducted ADOT’s 2017 Availability Study, 2015 Disparity Study and 2014 DBE
Availability Study. Keen Independent’s methodology for the 2020 Disparity Study is the same as
Keen Independent’s previous studies for ADOT.

Based in part on Keen Independent’s 2017 Availability Study, ADOT established an overall DBE
goal of 9.55 percent for FHWA-funded contracts for FFY 2018 through FFY 2020, which was
approved by FHWA. The 2020 Disparity Study contains information that ADOT can use to set a
new overall DBE goal and review its operation of the Federal DBE Program.

ADOT can also use information from the 2020 Disparity Study to set its future overall DBE goals
for FAA- and FTA-funded contracts. The website www.azdot.gov/DBEDisparityStudy provides
ADOT’s overall DBE goals, the 2020 Disparity Study Report and information about the public
comment process as well as other information about the disparity study.

The balance of Chapter 1:

Introduces the study team;
Provides background on the Federal DBE Program;

Outlines the analyses and describes where results appear in the report; and

oS0 %>

Provides information about webinars and the public comment process.
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A. Study Team

David Keen, Principal of Keen Independent, directed this disparity study. He has conducted similar
studies for more than 100 public agencies throughout the country, including many state
transportation departments. Keith Wiener from Holland & Knight provided the legal framework for
this study. Mr. Wiener has extensive experience with disparity studies as well and has worked with
Mr. Keen in this field since the early 1990s. Mr. Keen and Mr. Wiener have helped public agencies
successfully defend DBE and minority business enterprise programs in coutt.

The Keen Independent study team also included Asi Marketing Group, Partners in Brainstorms,
Gotdley Group and Customer Research International. Each of these firms is a minority- and/or
women-owned business. Except for Partners in Brainstorms, each of the study team members also
participated in Keen Independent’s 2015 Disparity Study for ADOT.

Figure 1-1.
2020 ADOT Disparity Study team
Firm Location Team leader Responsibilities
Keen Independent Research LLC, Phoenix, AZ David Keen All study phases
prime consultant Denver, CO Principal
Holland & Knight LLP Atlanta, GA Keith Wiener Legal framework
Partner
Asi Marketing Group Phoenix, AZ Letty Alvarez In-depth interviews,
Principal outreach
Partners in Brainstorms Phoenix, AZ Debra Pryor In-depth interviews,
President program analysis
Gordley Group Tucson, AZ Jan Gordley In-depth interviews,
President public outreach
Customer Research International San Marcos, TX Sanjay Vrudhula Availability telephone
President interviews

B. Federal DBE Program

ADOT operates the Federal DBE Program as a condition of receiving USDOT funds. It has been
operating some version of a Federal DBE Program since the 1980s. After enactment of the
Transportation Equity Act for the 21st Century (TEA-21) in 1998, USDOT established a new
Federal DBE Program to be operated by state and local agencies receiving USDOT funds. USDOT
revised the Federal DBE Program in 2011 and again in 2014.
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Federal regulations in 49 CFR Part 26 direct how state and local governments must operate the
Federal DBE Program.! If necessary, under the federal regulations, the Program allows state and
local agencies to use DBE contract goals, which ADOT currently sets on certain FHWA-funded
contracts. When awarding those contracts, ADOT considers whether or not a bidder or proposer
meets the DBE goal set for the contract or shows good faith efforts to do so.

The Federal DBE Program also applies to cities, towns, counties, transportation authorities,
tribal governments and other jurisdictions that receive USDO'T funds as a subrecipient of ADOT.

Key Program elements. Components of the Federal DBE Program include the following elements.

Setting an overall goal for DBE participation. ADOT must develop sepatate overall three-year goals
for DBE participation in its FHWA-, FAA- and FTA-funded contracts. The Federal DBE Program
sets forth the steps an agency must follow in establishing its goals, including development of a

“base figure” and consideration of possible “step 2 adjustments to a goal.?

ADOT’s overall goals for DBE participation are aspirational. Failure to meet an annual DBE goal
does not automatically cause any USDO'T penalties unless an agency fails to administer the

DBE Program in good faith. However, if ADOT does not meet its overall DBE goal, federal
regulations require it to analyze the reasons for any shortfall and develop a corrective action plan to
meet the goal in the next fiscal year.?

For the three-year period ending September 30, 2020, ADOT has a goal of 9.55 percent DBE
participation for FHWA-funded contracts. At the time of this report, ADOT’s overall goals are
8.05 percent for FAA-funded contracts and 11.00 percent for FT'A-funded contracts.

Establishing the portion of the overall DBE goal to be met through neutral means. Regulations
governing operation of the Federal DBE Program allow for state and local governments to operate
the program without the use or with limited use of race- or gender-based measures such as DBE
contract goals. According to program regulations 49 CFR Section 26.51, a state or local agency must
meet the maximum feasible portion of its overall goal for DBE participation through “race-neutral
means.” Race-neutral program measures include removing barriers to participation of firms in
general or promoting use of small or emerging businesses. Setting goals for small business
participation on contracts is another potential neutral measure (see 49 CFR Section 26.51(b) for more
examples of race-neutral program measures).

If an agency can meet its goal solely through race-neutral means, it must not use race-conscious
geney & y 8 >

program elements. For example, a state DOT operating a 100 percent race- and gender-neutral

program would not apply DBE contract goals.

149 CFR Part 26 https:/ /www.ecfr.gov/cgi-bin/ text-idx?tpl=/ecfrbrowse/Title49/49¢cfr26_main_02.tpl
249 CFR Section 26.45.
349 CFR Section 26.47.
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When an agency sets an overall DBE goal, the Federal DBE Program also requires that it project the
portion of that goal it will meet through neutral measures and the portion, if any, to be met through

race-conscious measures such as DBE contract goals. USDOT has outlined a number of factors for

an agency to consider when making that determination.*

Many state DOT's project that they will meet their overall DBE goal through a combination of
race-neutral and race-conscious measures. Some DOTs have operated the Federal DBE Program
solely through neutral measures and without the use of DBE contract goals (state DOTs in Florida,
Maine, Montana, New Hampshire, New Mexico, Vermont and Wyoming are examples). These
agencies projected that 100 percent of their overall DBE goal for FHWA-funded contracts will be
met through neutral means.

The 2020 Disparity Study provides ADOT information to consider when making these projections
for its future overall DBE goals for FHWA-, FAA- and FTA-funded contracts. For its current
overall DBE goals for FAA- and FT'A-funded contracts, ADOT projected that it would meet its
goals entirely through neutral means. Therefore, ADOT does not apply DBE contract goals to those
types of USDOT-funded contracts. ADOT is using a combination of neutral and race- and
gender-conscious means to meet its current overall DBE goal for FHWA-funded contracts. It sets
DBE contract goals on many (but not all) of its FHWA-funded contracts.

Determining whether all racial, ethnic and gender groups will be eligible for race- or
gender-conscious elements of the Federal DBE Program. Under the Federal DBE Program, the
following racial, ethnic and gender groups can be presumed to be socially disadvantaged:

m  Black Americans (or “African Americans” in this study);
m  Asian-Pacific Americans;

m  Subcontinent Asian Americans;

®  Hispanic Americans;

®  Native Americans; and

B Women of any race or ethnicity.

To be economically disadvantaged, a company must be below an overall revenue limit and an
industry-specific limit, and its firm owner(s) must be below net worth limits.5 White male-owned
firms and other ethnicities not listed above can also meet the federal certification requirements and
be certified as DBEs if they demonstrate that they are both socially and economically disadvantaged,
as described in 49 CFR Part 26.67(d). (This has occurred in Arizona.)

4 See Chapter 7 of this report for an in-depth discussion of these factors.

549 CFR 26 Subpart D provides certification requirements. There is a gross receipts limit (currently not more than
$22,410,000 annual three-year average revenue, and lower limits for certain lines of business) and a personal net worth limit
(currently $1.32 million excluding equity in the business and primary personal residence) that firms and firm owners must
fall below to be able to be certified as a DBE. http://www.ecfr.gov/ cgi-bin/text-
idx?SID=5423bdfc26e2255aef5fb43e3f450a13&node=49:1.0.1.1.20.4&rgn=div6

Under 49 CER Section 26.67(b), a certifying agency may consider other factors to determine if an individual is able to
accumulate substantial wealth, in which certification is denied (annual gross income of the owner and whether the fair
market value of the owner’s assets exceed $6 million are two such factors that may be considered).
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ADOT’s cutrent operation of the Program, similar to most states, includes DBEs owned by each

of the above minority groups and women as eligible for race- and gender-conscious measures such as
DBE contract goals applied to FHWA-funded contracts. However, USDOT provides a waiver
provision if an agency determines that it does not need to include certain racial, ethnic or gender
groups in the race- or gender-conscious portions of the Federal DBE Program.

Promoting DBE participation as prime contractors. The Federal DBE Program calls for agencies to
remove any barriers to DBE participation as prime contractors and consultants but does not require
agencies to operate programs that give preference to DBE primes. Quotas are prohibited.

The Federal DBE Program requires agencies such as ADOT to develop programs to assist all small
businesses.® For example, small business preference programs, including reserving contracts on
which only small businesses can bid, are allowable under the Federal DBE Program.

Promoting DBE participation as subcontractors. In accordance with federal regulations and subject
to USDOT approval, an agency can decide that it will use DBE contract goals as part of its operation
of the Federal DBE Program. ADOT currently uses DBE contract goals for certain FHWA-funded
contracts but not for FAA- or FT'A-funded contracts.

Past court challenges to the Federal DBE Program and to state and local agency
implementation of the Program. Although agencies are required to operate the Federal DBE
Program in order to receive USDOT funds, different groups have challenged program operation in
court.

® A number of courts have held the Federal DBE Program to be constitutional, as
discussed in Chapter 2 and Appendix B of this report.

B State transportation departments in California, Illinois, Minnesota, Montana and
Nebraska successfully defended their operation of the Federal DBE Program, as have
several cities and other local government agencies. The Washington State Department
of Transportation was not able to successfully defend its operation of the Federal DBE
Program. (See Chapter 2 and Appendix B.)

In Associated General Contractors of America, San Diego Chapter, Inc. v. California Department of Transportation,
the Ninth Circuit Court of Appeals examined the methodology and results of the disparity study
David Keen directed for the California Department of Transportation (Caltrans). (Mr. Keen also
provided expert testimony in this case.) As discussed in more detail in Appendix B, the Ninth Circuit
favorably reviewed the methodology and the quantitative and qualitative information provided in the
disparity study and determined that the information justified Caltrans’ operation of the Federal DBE
Program. Keen Independent is applying a methodology in ADOT’s 2020 Disparity Study that is very
similar to what the court favorably reviewed in the Caltrans case.

As discussed in Chapter 2 of this Disparity Study, ADOT also succeeded when facing a legal
challenge to its implementation of the Federal DBE Program.

6 49 CFR Section 26.39.
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C. Analyses Performed in the 2020 Disparity Study and Location of Results

Figure 1-2 below outlines the chapters in the 2020 Disparity Study. The following pages briefly
describe where to find specific information in the report.

Figure 1-2.
2020 Disparity Study report chapters

Chapter Description of 2020 Disparity Study report chapters

ES. Executive Summary Brief summary of study results

1. Introduction Study purpose, study team and overview of analyses

2. Legal Framework Summary of Federal DBE Program regulations and relevant court
decisions

3. ADOT Transportation Contracts How the study team collected ADOT contract data and defined the

geographic area and transportation contracting industry

4. Marketplace Conditions Summary of quantitative and qualitative information about the
Arizona transportation contracting marketplace

5. Availability Analysis Methodology and results regarding availability of minority- and
women-owned firms and other businesses for ADOT contracts and
subcontracts

6. Utilization and Disparity Analysis Comparison of utilization and availability of minority- and

women-owned firms (disparity analysis)

7. Exploration of MBE/WBE and DBE Further examination of disparity results to determine if any

Utilization disparities can be explained by neutral factors

8. Summary of Evidence and Summary of study results and conclusions as well as

Program Recommendations recommendations regarding program operation

9. Overall Annual DBE Goal and Information to review when setting a three-year overall DBE goal,
Projections for FHWA-funded including consideration of a “step 2 adjustment,” as well as
Contracts determining the portion of the overall DBE goal to be met through

neutral means

10. Overall Annual DBE Goal and Information for DBE Program for FAA-funded contracts
Projections for FAA-funded Contracts

11. Overall Annual DBE Goal and Information for DBE Program for FTA-funded contracts
Projections for FTA-funded
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Legal framework. Chapter 2 summarizes the legal framework for the study. Appendix B presents
detailed analyses of relevant cases.

Collection of prime contract and subcontract information for past USDOT- and state-funded
contracts. The study team collected information about past FHWA-, FAA-, FTA- and state-funded
contracts awarded by ADOT or by local public agencies from October 2013 through September
2018. Chapter 3 outlines the data collection process and describes these contract data. Appendix C
provides additional documentation.

Analysis of local marketplace conditions. The study team examined quantitative and qualitative
information relevant to the Arizona transportation contracting industry. Chapter 4 synthesizes
quantitative information about local marketplace conditions. In accordance with USDOT guidance,
Keen Independent analyzed:

®  Any evidence of barriers for minorities and women to enter and advance in their
careers in the construction and engineering industries in Arizona (detailed results in
Appendix E);

®  Any differences in rates of business ownership in Arizona (discussed in detail in
Appendix F);

B Access to business credit, insurance and bonding (detailed results in Appendix G);

B Any differences in measures of business success and access to prime contract and
subcontract opportunities (examined in detail in Appendix H); and

m  Certain other issues potentially affecting minorities and women in the local marketplace.

Chapter 4 also summarizes analysis of qualitative information, including results of in-depth
interviews, public comments and other input from more than 440 business owners, trade association
representatives and others as part of the public comment process for the 2020 Disparity Study.
Appendix | of this report provides detailed analysis of this qualitative information.

This combined quantitative and qualitative information about the marketplace is relevant to ADOT’s
development of an overall DBE goal and its projection of how much of the goal will be met through
neutral means.

Availability analysis, including calculation of base figure for overall DBE goals.

Keen Independent’s availability analysis generates benchmarks to use when assessing ADOT’s
utilization of minority- and women-owned firms. The availability results also provide information for
ADOT to consider when setting its three-year goal for DBE participation on FHWA-, FAA- and
FTA-funded contracts.

Discussion of results is organized as follows:

B The methods used to collect and analyze availability of minority-, women- and
majority-owned firms;

®m  Availability benchmarks used in the disparity analysis; and

®  Information relevant to ADOT’s “base figure” for its overall DBE goals for FHWA-,
FAA- and FTA-funded contracts.
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MBE/WBE utilization and disparity analysis. Chapter 6 presents Keen Independent’s analysis of
the utilization of minority- and women-owned businesses in ADOT’s FHWA-| state-, FAA- and
FTA-funded contracts during the study period. The disparity analysis in Chapter 6 compares
utilization to availability to determine whether there is underutilization of minority- or women-owned
firms in ADOT transportation contracts.

Chapter 7 further explores this information, including results for different types of ADOT contracts.
It also contains analysis of DBE participation on FHWA- and state-funded contracts and explores
whether there is any evidence of overconcentration of DBEs.

Summary of evidence and recommendations. Chapter 8 summarizes the information gleaned
from the utilization and disparity analysis and includes recommendations for ADOT consideration as
it continues to operate the Federal DBE Program on USDOT-funded contracts.

Information for overall DBE goal and DBE Program operation for FHWA-, FAA- and
FTA-funded contracts. The final three chapters of the report present analyses of overall DBE goals,
projections of neutral attainment and other program issues regarding FHWA-funded contracts
(Chapter 9), FAA-funded contracts (Chapter 10) and FTA-funded contracts (Chapter 11).

D. Public Comment Process for the 2020 Disparity Study Report

ADOT published a draft disparity study report for public comment in April 2020 before

Keen Independent finalized the report. The public comment period for the draft report and
proposed overall DBE goals ended June 30, 2020. ADOT also held two virtual webinars in May 2020
concerning the Disparity Study and ADOT’s proposed DBE goals.

Information about the webinars was available at www.azdot.gov/DBEDisparitvStudy. In addition,

the public was able to submit feedback and provide written comments: (a) during the webinars;

(b) online at the above web address; (c) by calling the study telephone hotline at 602-730-0460;

(d) via email at adotdisparitystudy2019@keenindependent.com; and (e) through regular mail sent to
Keen Independent Research LLC, 701 N. 1st St., 2nd Floor, Phoenix, AZ 85004.

After the release of the draft report and proposed overall DBE goals, 18 individuals submitted
comments on behalf of themselves or their organizations during the comment period (see Section G
of Appendix ] for additional information). These and other comments received during the webinars
and through other communications were reviewed and incorporated into the final report.

Keen Independent and ADOT then prepared final documents for USDOT concerning ADOT’s
proposed overall DBE goals for FHWA-, FAA- and FTA-funded contracts. This process follows the
approach for the 2014 Availability Study, 2015 Disparity Study and the 2017 Availability Study that
Keen Independent prepared for ADOT.
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CHAPTER 2.
Legal Framework

The legal framework for ADOT Disparity Study is based on regulations for the Federal DBE
Program and other sources including the Official USDOT Guidance, court decisions related to the
Federal DBE Program and court decisions concerning challenges to minority- and women-owned
business enterprise programs. Applicable federal regulations are located at Title 49 Code of Federal
Regulations (CFR) Part 26.

B The 1989 U.S. Supreme Court decision in City of Richmond v. ] A. Croson Company
established the strict scrutiny standard of review for race-conscious programs adopted
by state and local governments! and its 2005 decision in Adarand Constructors, Inc. v. Peiia
established the same standard of review for federal race-conscious programs.?

B The Federal DBE Program has been held to be constitutional “on its face” in
subsequent legal challenges, but a court may still find that an agency implementing the
program fails to meet this legal standard in its implementation of the Program. Some
legal challenges have been brought against state DOTs, including ADOT.3

®m  In 2005, Western States Paving Company successfully challenged Washington State
Department of Transportation’s implementation of the Federal DBE Program. The
United States Ninth Circuit Court of Appeals decision in the Western States Paving* case
affected each agency implementing the Federal DBE Program in states within the
Ninth Circuit, including Arizona.

®m  Many state and local agencies within the Ninth Circuit adjusted their implementation of
the Federal DBE Program to comply with the Western States Paving case and the Official
USDOT Guidance issued in response to the decision. ADOT discontinued use of
DBE contract goals for its FHWA-funded contracts at that time.

B After completing disparity studies, ADOT and many other state DOTSs reinstated use
of DBE contract goals.

B When the California Department of Transportation (Caltrans) returned to using DBE
contract goals, it was challenged in court. In 2013, the Ninth Circuit Court of Appeals
held in AGC, San Diego Chapter v. California DOT5 that Caltrans’ implementation of the
Federal DBE Program was valid and complied with its decision in Western States Paving.

L City of Richmond v. ].A. Croson Company, 488 U.S. 469 (1989).

2 Adarand Constructors, Inc. v. Peiia, 515 U.S. 200 (1995).

3 Brannstein v. Arizona DOT, 683 F.3d 1177 (9th Cir. 2012).

4 Western States Paving Co. v. Washington State DOT, 407 F.3d 983 (9th Cir. 2005), cert. denied, 546 U.S. 1170 (2006).

5 Associated General Contractors of America, San Diego Chapter, Inc. v. California Department of Transportation, et al., 713 F. 3d 1187
(9th Cir. 2013).
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David Keen of Keen Independent directed the disparity study for Caltrans and served as an expert

witness in this case. The methodology Mr. Keen used in the Caltrans disparity study was approved by
USDOT, U.S. Department of Justice, and ultimately the Ninth Circuit Court of Appeals. The same
methodology was used in the 2020 ADOT Disparity Study.

To further understand the legal framework and context for the study, it is useful to review:

A.
B.
C.

The Federal DBE Program;
Similar state and local MBE/WBE programs in the United States; and

Legal standards that race- and gender-conscious programs must satisfy.

A. The Federal DBE Program

The Federal DBE Program includes requirements for state and local governments implementing the

program. Three important requirements are:

Setting overall goals for DBE participation. (49 CFR Section 26.45)

Meeting the maximum feasible portion of the overall DBE goal through race- and
gender-neutral means. (49 CFR Section 26.51)

>  Race- and gender-neutral measures include promoting the participation of
small or emerging businesses.¢

> If an agency can meet its overall DBE goal solely through race- and
gender-neutral means, it must not use race- and gender-conscious measures
when implementing the Federal DBE Program.

Appropriate use of race- and gender-conscious measures, such as contract-specific
DBE goals. (49 CFR Section 26.51)

»  Because these measures are based on the race or gender of business owners,
use of these measures must satisfy stringent court imposed legal and
regulatory standards in order to be legally valid.”

»  Measures such as DBE quotas are prohibited; DBE set-asides may only be
used in limited and extreme circumstances (49 CFR Section 26.43).

»  Some state DOTSs following court decisions and USDOT Official Guidance
have restricted eligibility to participate in DBE contract goals programs to
certain racial, ethnic and gender groups based on the evidence of
discrimination for those groups in the state’s transportation contracting
industry.

6 Note that all use of the term “race- and gender-neutral” refers to “race-, ethnic- and gender-neutral” in this report.

7 Certain Federal Courts of Appeal, including the Ninth Circuit Court of Appeals, apply the “intermediate scrutiny”
standard to gender-conscious programs. Appendix B desctibes the intermediate scrutiny standard in detail.
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Based on these requirements, all state DOT's set an overall goal for DBE participation and use
certain race-neutral measures to encourage DBE participation. Many state DOTSs use race- and
gender-conscious measures such as DBE contract goals to help meet their overall DBE goal.

Some state DOTSs limit participation in race- and gender-conscious programs such as DBE contract
goals to those DBE groups for which there is sufficient evidence of discrimination in the state
transportation contracting industry (sometimes called “underutilized DBE” or “UDBE” contract
goals programs). Implementation of such contract goals programs requires approval of a waiver from
USDOT:8

B. State and Local MBE/WBE Programs in the United States

In addition to USDOT-funded contracts, ADOT awards transportation contracts that are solely
funded through state sources. The Federal DBE Program does not apply to those contracts.

Some state DOT's and other agencies operate minority- and women-owned business enterprise
(MBE/WBE) programs for their non-federally funded contracts (the cities of Phoenix and Tucson
operated such programs in the past). As examples, the North Carolina Department of Transportation
and the Indiana Depatrtment of Transportation operate MBE/WBE programs that are similar to the
Federal DBE Program.

However, in 2010 the State of Arizona approved Proposition 107, which was an Amendment to the
State Constitution known as the “Arizona Civil Rights Amendment.” The Arizona Civil Rights
Amendment is codified as Article II, Section 36 of the Arizona State Constitution. Section 36
prohibits any preferential treatment by the State or local governments based on race, sex, colot,
ethnicity or national origin.

Section 36 does not prohibit action that must be taken to establish or maintain eligibility for any
federal program, if ineligibility would result in a loss of federal funds to Arizona. Therefore, ADOT
still implements the Federal DBE Program since compliance with and implementation of the
Program is required to obtain certain USDOT funds.

Although ADOT has no race- or gender-conscious program for its state-funded contracts, court
decisions regarding MBE/WBE programs in other states are still instructive for this disparity study.
Appendix B examines insights from these cases.

8 49 CFR Section 26.15.
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C. Legal Standards that Race- and Gender-Conscious Programs Must Satisfy

In City of Richmond v. | A. Croson Company, the U.S. Supreme Court established that government
contracting programs with race-conscious measures must satisfy the “strict scrutiny” standard of
constitutional review.? As described in detail in Appendix B, the strict scrutiny standard is very
difficult for a government entity to meet.

Under the strict scrutiny standard, a governmental entity must have a strong basis in evidence that:

B There is a compelling governmental interest in remedying specific past identified
discrimination or its present effects; and

®m  Any program adopted is narrowly tailored to remedy the identified discrimination. There
are a number of factors a court considers when determining whether a program is
narrowly tailored (see Appendix B).

A government agency must satisfy both components of the strict scrutiny standard. A race-conscious
program that fails to meet either one is unconstitutional.

Following Western States Paving, the USDOT recommended that state DOT's and other agencies use
disparity studies to examine whether or not there is evidence of discrimination and how remedies
might be narrowly tailored when implementing the Federal DBE Program. 10

The USDOT suggests consideration of both statistical and anecdotal evidence. The USDOT
instructs that recipients should ascertain evidence for discrimination and its effects separately for
each group presumed to be disadvantaged in 49 CFR Part 26. The USDOT’s Guidance provides that
recipients should consider evidence of discrimination and its effects.!!

The USDOT’s Guidance is recognized by the federal regulations as “valid, and express the official
positions and views of the Department of Transportation”!? for states in the Ninth Circuit.

? Certain Federal Courts of Appeal, including the Ninth Circuit Court of Appeals, apply the “intermediate scrutiny”
standard to gender-conscious programs. Appendix B describes the intermediate scrutiny standard in detail (starting on
page 33 of Appendix B).

10 Questions and Answers Concerning Response to Western States Paving Company v. Washington State Department of
Transportation (January 2000) [hereinafter USDOT Guidance)|, available at 71 Fed. Reg. 14,775; see 49 CFR Section 26.9;
see, also, 49 CFR Section 26.45.

g
12 14, 49 CFR Section 26.9; See, 49 CFR Section 23.13.
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CHAPTER 3.
ADOT Transportation Contracts

Many components of the 2020 Disparity Study require ADOT contract and subcontract data as
building blocks for the analysis. When designing the availability research, for example, it is important
to understand the geographic area from which ADOT draws contractors and consultants and the
types of work involved in ADOT transportation contracts. The utilization and disparity analyses in
the 2020 Disparity Study are based on information from ADOT prime contracts and subcontracts.

Before conducting other analyses, Keen Independent collected information for ADOT and local
agency transportation contracts for the October 2013 through September 2018 study period.
Chapter 3 describes the study team’s process for compiling and merging these data. Chapter 3
consists of four parts:

Overview of ADOT transportation contracts;
Collection and analysis of contract data;

Types of work involved in ADOT contracts; and

oS0 v >

Location of businesses performing ADOT work.
Appendix C provides additional detail concerning collection and analysis of contract data.

A. Overview of ADOT Transportation Contracts

ADOT uses FHWA, FAA, FTA and state funds to build and maintain transportation projects. The
Disparity Study included contracts awarded by cities, counties, other local agencies and tribal entities
using money passed through ADOT.

®  FHWA- and state-funded construction projects include building new highway segments
and interchanges, widening and resurfacing roads, and improving bridges.

®  Engineering-related work includes design and management of projects, planning and
environmental studies, surveying and other transportation-related consulting services
(includes FHWA-, state-, FAA- and FT'A-funded contracts).

®  ADOT has design-build contracts that combine engineering and construction project
activities (both FHWA- and state-funded contracts).

m ADOT’s FTA-funded contracts also include vehicle purchases and transit services.
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A single ADOT project can involve many types of businesses, as described below.

Prime contracts, subcontracts, trucking and materials supply. A typical construction project
includes a prime contractor and several subcontractors. Trucking companies and materials suppliers
are often involved in construction projects as well. Some subcontractors on ADOT construction
projects further contract out work to what is known as a “second-tier”” or “lower-tier” subcontractor.
Keen Independent examined ADOT contract information for each level of participants.

Many ADOT projects have an engineering phase prior to construction that requires work performed
by engineering companies and related firms. The engineering prime consultant retains the specialized
subconsultants needed to complete these contracts. ADOT sometimes contracts with engineering
companies through on-call agreements. When specific work is needed, ADOT issues task orders to
those firms. Keen Independent included engineering task orders in this analysis.

For both construction and engineering contracts, Keen Independent separated the contract dollars
going to subcontractors (and truckers and suppliers) from the dollars retained by the prime
contractor. Keen Independent calculated the total dollars going to the prime contractor by
subtracting subcontractor, trucker and supplier dollars from the total contract value. This step was
important for both the availability analyses and the utilization analyses performed in the

2020 Disparity Study.

ADOT contracts and Local Public Agency Program contracts. The 2020 Disparity Study includes
ADOT contracts and those for local agencies that use ADOT-administered funds. Through ADOT’s
Local Public Agency (LPA) Program, USDOT funds for transportation projects go to cities,
counties, regional transportation commissions, other local agencies and tribal entities.

Transportation-related contracts. The study

) . Figure 3-1.
focused on transportation construction and

L , Study regions
engineering contracts and does not include

acquisition of real property. The study team
excluded any contracts to not-for-profit
entities or government agencies.

Regions. Based on ADOT and industry
input, Keen Independent divided the
Arizona contracting market into the three
regions shown in Figure 3-1. “Location”
refers to physical location of the project, not
the ADOT office managing the work or the
address of the contractor. Keen Independent

PINAL

coded statewide assignments and work not in
ral Arizona

a single physical location as “statewide.”
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B. Collection and Analysis of
Contract Data

As shown in Figure 3-2,

Keen Independent collected data on
ADOT’s contracts from multiple sources.
Data for most ADOT construction and
engineering contracts came from ADOT’s
B2GNow system. The Engineering
Consultant Section (ECS) provided
information about ADOT engineering
contracts. Prime contract and
subcontractor information was obtained
also from ADOT"S FAST system and
Procurement department. Contracts for
local agencies awarded with funds
administered through the Local Public
Agency (LPA) Section were obtained from
ADOT’s B2GNow system.

Keen Independent merged contracts

from different sources into one database,
which was reviewed to exclude duplicate
records, and then sorted by funding source
(FHWA-, FAA-, FTA-, and

state-funded contracts).

Figure 3-2.
Collection of contract data
B2GNow
ECS
ADOT DBE
system
FAST
Local
governments
Procurement
Compiled
contractdata
Consolidated
contractdata
FHWA-funded FTA-funded FAA-funded State-funded
contracts contracts contracts contracts

Study period. Keen Independent examined contracts awarded from October 1, 2013 through

September 30, 2018.

m  Study period end date. Because Keen Independent began compiling contract data in

early 2019, it was appropriate to choose the close of the previous federal fiscal year
(September 2018) as the study period end date.

m  Study period start date. Keen Independent research began with contract awarded in

October 1, 2013 to capture the last five federal fiscal years of contract data.

KEEN INDEPENDENT RESEARCH — 2020 ADOT DISPARITY STUDY

CHAPTER 3, PAGE 3



Data sources for ADOT contracts. Keen Independent obtained data on prime contracts,
subcontracts, trucking services and materials suppliers from ADOT records. To the extent possible,
the dollar amounts used correspond to the total dollars paid or expected to be paid to the firm for
services on that contract or subcontract.!

ADOT contract records provided information about award date, location (county), a general
description of the work, whether or not the contract was FTA-, FAA- or FHWA-funded, and
whether the DBE contract goals applied. Keen Independent used consistent methods to collect
information on FHWA, FAA-, FT'A- and state-funded contracts.

When there was any amount of USDOT funding expected for a contract, ADOT typically treated
that contract as USDOT-funded. “State-funded” contracts are those with no USDOT funding.

Some overlapping of contract data existed between department records. Keen Independent
examined and removed any duplicate contracts.

Data sources for local agency contracts. ADOT uses B2GNow to manage and track information
about local agency projects funded through the LPA Program. ADOT provided access to

Keen Independent to B2GNow to obtain construction and engineering contracts using LPA
Program funds.

Limitations concerning contract data. As discussed in Appendix C, ADOT has not maintained
comprehensive data concerning every subcontractor, trucker and supplier involved in ADOT or LPA
contracts during the October 2013 through September 2018 study period. This limitation concerning
data for past contracts would not appear to have a meaningful effect on overall study results.

! For example, Keen Independent examined the 072/ value of the awarded contract and related subcontracts for an
August 2017 contract, not what was paid on that contract before the September 2018 study period end date. For certain
completed contracts and task orders, payment amounts wete used to determine contract value.
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C. Types of Work Involved in ADOT Contracts

Keen Independent included 14,399 transportation-related contracts and task orders totaling nearly
$4.2 billion over the October 2013 through September 2018 study period. These contracts included
those directly awarded by ADOT and those that used USDOT funds that flowed through ADOT to
local agencies. Figure 3-3 presents the number and dollar value of contracts in FHWA-, FAA-, FTA-,
and state-funded contracts.

Figure 3-3.
Number and dollars of ADOT and LPA transportation contracts,
October 2013—-September 2018

Total
Number of contracts
FHWA-funded 12,407
FAA-funded 147
FTA-funded 321
State-funded 1,524
Total 14,399
Dollars (by millions)
FHWA-funded $ 3,675
FAA-funded 26
FTA-funded 31
State-funded 461
Total S 4,193

Note: Numbers may not add due to rounding.
FHWA contracts include South Mountain Freeway projects.

Source:  Keen Independent Research from ADOT and local agency contract data.

The study team coded types of work involved in each prime contract and subcontract based upon
data in ADOT contract records and, as a supplement, information about the primary line of business
of the firm performing the work. Keen Independent developed the work types based in part on the
work type descriptions used by ADOT as well as Dun & Bradstreet’s 8-digit classification codes.
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Contract dollars by type of work for FHWA- and state-funded contracts. Just considering
FHWA- and state-funded contracts, Figure 3-4 on the following page presents information about
dollars for 35 different types of prime contract and subcontract work. Dollars for prime contracts are
based on the contract dollars retained (i.e., not subcontracted out) by the prime contractor or prime
consultant.

Figure 3-4.
Dollars of ADOT and LPA FHWA- and state-funded prime contracts and subcontracts
by type of work, October 2013—September 2018

FHWA-funded State-funded Combined
Dollars Dollars Dollars
Type of work ($1,000s) Percent ($1,000s) Percent ($1,000s) Percent
General road construction and widening S 976,070 26.6 % S 87,189 18.9 % $ 1,063,259 25.7 %
Architecture and engineering 878,608 23.9 40,747 8.8 919,355 22.2
Asphalt paving 330,524 9.0 57,275 12.4 387,799 9.4
Electrical work including lighting and signals 192,987 5.3 22,145 4.8 215,132 5.2
Bridge work 175,901 4.8 446 0.1 176,347 4.3
Steel work 135,440 3.7 7,092 15 142,531 3.4
Trucking and hauling 109,962 3.0 4,634 1.0 114,596 2.8
Landscaping and related work 104,616 2.8 32,135 7.0 136,750 3.3
Temporary traffic control 78,616 2.1 8,691 1.9 87,308 2.1
Concrete flatwork (sidewalk, curb and gutter) 76,021 2.1 1,238 0.3 77,259 1.9
Guardrail, signs or fencing 64,509 1.8 6,423 1.4 70,931 1.7
Portland cement concrete paving 58,285 1.6 1,803 0.4 60,088 1.5
Drilling and foundations 53,942 15 2,839 0.6 56,781 1.4
Soils and materials testing 45,153 1.2 1,113 0.2 46,266 1.1
Milling 39,677 11 15,739 3.4 55,416 13
Environmental consulting 38,255 1.0 7,860 1.7 46,115 1.1
Striping or pavement marking 32,220 0.9 16,032 3.5 48,252 1.2
Transportation planning 21,346 0.6 2,222 0.5 23,568 0.6
Underground utilities 20,804 0.6 425 0.1 21,229 0.5
Construction management 20,066 0.5 2,288 0.5 22,354 0.5
Excavation, grading and drainage 16,728 0.5 6,900 15 23,628 0.6
Surveying and mapping 15,518 0.4 1,432 0.3 16,951 0.4
Construction remediation and cleanup 14,880 0.4 8,527 1.8 23,406 0.6
Structural concrete work 14,295 0.4 36 0.0 14,331 0.3
Wrecking and demolition 14,015 0.4 256 0.1 14,271 0.3
Asphalt, concrete or other paving materials 8,725 0.2 8,418 1.8 17,143 0.4
Concrete cutting 7,107 0.2 1,117 0.2 8,225 0.2
Painting for road or bridge projects 6,484 0.2 666 0.1 7,150 0.2
Concrete pumping 5,363 0.1 330 0.1 5,693 0.1
Aggregate materials supply 2,652 0.1 27 0.0 2,679 0.1
Transit services 1,362 0.0 3,239 0.7 4,601 0.1
Petroleum and fuel 183 0.0 920 0.2 1,103 0.0
Other construction-related 71,972 2.0 16,467 3.6 88,439 2.1
Other professional services 32,364 0.9 17,266 3.7 49,630 1.2
Other goods 10,441 0.3 77,146 16.7 87,587 2.1
Total $ 3,675,089 100.0 % $ 461,084 100.0 % $ 4,136,173 100.0 %

Note: Numbers may not add due to rounding.
FHWA contracts include South Mountain Freeway projects.

Source:  Keen Independent Research from ADOT and local agency contract data.
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When prime contracts and subcontracts pertain to multiple types of work, Keen Independent coded
the entire work element based on what appeared to be the predominant type of work in the contract
or subcontract. For example, if a subcontract included fencing and landscaping, and it appeared that
the work was predominantly fencing, the entire subcontract was coded as fencing.?

Similarly, an individual prime contract or subcontract was sometimes for a broad range of road
construction activities. When a more specialized activity could not be identified as the primary area of
work, these contracts were classified as road construction and widening,

As shown in Figure 3-4, the top three general types of work account for almost 60 percent of ADOT
FHWA- and state-funded transportation contract dollars.

®  Prime contracts and subcontracts for general road construction and widening
accounted for about $1.1 billion of the FHWA- and state-funded contract dollars
examined, including prime contracts and subcontracts. This work area accounted for
26 percent of the contract dollars examined.

®  Design engineering accounted for $919 million or 22 percent of FHWA- and
state-funded prime contracts and subcontracts. (Note that when contracts for design
engineering included subcontracts for other types of work such as surveying or testing,
these subcontracts were subtracted from the total for design engineering.)

®m  Asphalt paving accounted for $388 million of FHWA- and state-funded prime
contracts and subcontracts, or about 9 percent of the total.

Types of work that did not fit into the categories listed in Figure 3-4 were included in “other

2 <«

construction,” “other professional services” or “other goods and setvices” as appropriate. Together,
these three “other” categories comprised 5 percent of FHWA- and state-funded contract dollars, as

shown in Figure 3-4.

2 Data concerning subcontract awards or payments were for the entire subcontract, not individual work elements.
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Contract dollars by type of work for FAA-funded contracts. FAA-funded contracts were primarily
awarded for road construction, electrical work, architectural and engineering services, and asphalt
paving and materials. This accounted for about 70 percent of all FAA-funded dollars. Figure 3-5
presents dollars by type of construction, goods or services for FAA-funded contracts.

Figure 3-5.
Dollars of ADOT FAA-funded prime contracts and subcontracts
by type of work, October 2013-September 2018

FAA-funded
Dollars
Type of work ($1,000s) Percent
General road construction and widening S 5,931 22.7 %
Electrical work including lighting and signals 4,438 17.0
Architecture and engineering 3,533 13.5
Asphalt paving 1,874 7.2
Asphalt, concrete or other paving materials 1,746 6.7
Transportation planning 1,280 4.9
Underground utilities 1,213 4.7
Portland cement concrete paving 989 3.8
Trucking and hauling 985 3.8
Environmental consulting 639 2.4
Striping or pavement marking 396 1.5
Milling 339 13
Surveying and mapping 298 1.1
Construction management 230 0.9
Concrete cutting 225 0.9
Landscaping and related work 213 0.8
Construction remediation and cleanup 91 0.3
Soils and materials testing 58 0.2
Drilling and foundations 48 0.2
Guardrail, signs or fencing 44 0.2
Excavation, grading and drainage 26 0.1
Temporary traffic control 20 0.1
Painting for road or bridge projects 5 0.0
Other construction 86 0.3
Other professional services 895 34
Other goods and services 477 1.8
Total S 26,079 100.0 %

Note: Numbers may not add due to rounding.

Source:  Keen Independent Research from ADOT and local agency contract data.
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Contract dollars by type of work for FTA-funded contracts. Figure 3-6 presents information about
dollars of prime contracts and subcontracts for ADOT’s FT'A-funded contracts. As shown, much of
the work is related to transit services and fuel (75%).

Figure 3-6.
Dollars of ADOT and LPA FTA-funded prime contracts and subcontracts
by type of work, October 2013—September 2018

FTA-funded
Dollars

Type of work ($1,000s)  Percent
Transit services S 18,689 61.1 %
Petroleum and fuel 4,203 13.7
Transportation planning 1,151 3.8
Architecture and engineering 790 2.6
Trucking and hauling 649 2.1
Asphalt paving 289 0.9
Structural concrete work 284 0.9
Concrete flatwork (sidewalk, curb and gutter) 140 0.5
Construction management 60 0.2
Electrical work including lighting and signals 29 0.1
Portland cement concrete paving 0 0.0
Environmental consulting 0 0.0
Other construction-related 788 2.6
Other professional services 1,228 4.0
Other goods 2,281 7.5

Total $ 30,581 100.0 %

Note: Numbers may not add due to rounding.

Source:  Keen Independent Research from ADOT and local agency contract data.
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D. Location of Businesses Performing ADOT Work

In this study, analyses of local marketplace conditions and the availability of firms to perform
contracts and subcontracts focus on the “relevant geographic market area” for ADOT contracting.
Keen Independent determined the relevant geographic market area through the following steps:

®m  TFor each prime contractor and subcontractor, determined whether the company had an
establishment in Arizona based upon ADOT vendor records and additional research.

®  Added the dollars for firms with Arizona locations and compared with the total.

Based upon analysis of combined ADOT and local agency contract dollars from October 2013
through September 2018, firms with locations in Arizona obtained:

m 95 percent of FHWA-funded contract dollars;
B 81 percent of state-funded contract dollars;

B 86 percent of FAA-funded contract dollars; and
B 83 percent of FT'A-funded contract dollars.

Figure 3-7.
Dollars of ADOT and LPA prime contracts and subcontracts by location of firm,
October 2013-September 2018

Out of
Arizona state Total
Dollars (millions)
FHWA-funded S 3,506 S 169 S 3,675
FAA-funded 22 4 26
FTA-funded 25 5 31
State-funded 373 _ 88 461
Total $ 3,926 $ 267 S 4,193
Percent of total dollars
FHWA-funded 95 % 5% 100 %
FAA-funded 86 14 100
FTA-funded 83 17 100
State-funded 81 19 100
Total 94 % 6 % 100 %

Note: Numbers may not add due to rounding.
FHWA contracts include South Mountain Freeway projects.

Source:  Keen Independent Research from ADOT and local agency contract data.

Based on this information, Keen Independent selected Arizona as the relevant geographic market
area for the study for FHWA-, FAA- and FT'A-funded contracts as well as state-funded contracts.
Therefore, Keen Independent’s availability analysis examined firms with locations in Arizona. The
analyses of marketplace conditions in Chapter 4 and Appendices E through J also focus on Arizona.
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CHAPTER 4.
Marketplace Conditions

Federal courts have found that Congress “spent decades compiling evidence of race discrimination in
government highway contracting, barriers to the formation of minority-owned construction
businesses, and barriers to entry.”! Congress found that discrimination has impeded the formation
and expansion of qualified minority- and women-owned businesses (MBE /WBEs).

As part of the Disparity Study, Keen Independent conducted quantitative and qualitative analyses of
conditions in the Arizona marketplace to examine whether barriers that Congress found on a
national level also appear in Arizona. The study team analyzed whether barriers exist in the Arizona
construction and engineering industries for people of color, women and businesses owned by them,
and whether such barriers might affect opportunities on ADOT and local agency transportation
contracts. Chapter 4 and supporting appendices update similar analyses in the 2015 ADOT
Disparity Study.

Understanding current marketplace conditions is important as ADOT determines its overall goal for
DBE participation in USDOT-funded contracts and estimates the portion of its overall goals to be
met through neutral means.

Keen Independent organized Chapter 4 to provide some of the historical context in which market
conditions affecting people of color and women have evolved, as well as examine current conditions
in the Arizona marketplace, particularly in the construction and engineering industries:

Composition of the Arizona workforce and business owners;

Entry and advancement;

Business ownership;

Access to capital, bonding and insurance; and

m o 0w >

Success of businesses.

Chapter 4 also summarizes input collected from more than 440 individuals representing businesses,
trade associations and other groups throughout the state.

B The Keen Independent study team conducted in-depth personal interviews with
businesses, trade associations and business assistance providers.

B The availability survey included open-ended questions about marketplace conditions.

®m  The study team developed a website, an email address and dedicated telephone hotline
for the study that asked any interested individuals to provide comments.

L Sherbrooke Turf; Ine. v. Minnesota DOT, 345 F.3d, 970 (8th Cir. 2003) (citing .Adarand Constructors, Inc., 228 F.3d at 1167-76);
Western States Paving Co. v. Washington State DOT, 407 F.3d 983, 992 (9th Cir. 2005).

KEEN INDEPENDENT RESEARCH — 2020 ADOT DISPARITY STUDY CHAPTER 4, PAGE 1



Appendices E through H present detailed quantitative information concerning conditions in the
Arizona marketplace. Appendix I discusses data sources. Appendix ] provides a summary of the
qualitative information collected in the study.

A. Composition of the Arizona Workforce and Business Owners

Keen Independent examined marketplace conditions for people of color and women working and
owning businesses in the construction and engineering industries in Arizona.

Groups examined in this study. The Federal DBE Program provides benefits to economically and
socially disadvantaged businesses. In addition to women, business owners from certain racial and
ethnic minority groups are presumed to be socially and economically disadvantaged, which are
grouped as “minority-owned businesses” for purposes of this study.

m  People of color. Programs that assist businesses owned by people of color often focus
on four minority groups — African Americans, Asian Americans, Hispanic Americans
and Native Americans.

In this study, “MBEs” refers to all minority-owned business enterprises combined
(regardless of certification status). Some information sources provide enough data to
report results by individual minority group.

m  Women. Chapter 4 examines marketplace conditions for women and women-owned
businesses. “WBEs” refers to white women-owned business enterprises (whether or
not they are certified as such).

Analysis of availability survey results compares three groups of businesses: (a) those owned by people
of color (including men and women); (b) those owned by white females; and (c) majority-owned
firms. Keen Independent chose this approach in order to isolate any gender differences in outcomes.

Representation of people of color and women within the Arizona workforce. Analysis of
American Community Survey (ACS) data allows Keen Independent to compare the representation of
people of color and women among study industry business owners with a benchmark based on
overall composition of the Arizona workforce. (See Appendices E and F for more information.)

Racial and ethnic minorities. The study team examined the representation of people of color among
workers and business owners in Arizona based on 2013-2017 ACS data from the U.S. Bureau of the
Census.
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The first column of Figure 4-1 presents demographic characteristics of the statewide labor force. As
shown, 43 percent of Arizona workers were racial or ethnic minorities:

®m  Hispanic Americans were 30 percent of workers in Arizona;
®m  African Americans were about 5 percent of the workforce; and

®  Asian Americans and Native Americans were both about 4 percent of the workforce.

The ACS data also include information about whether an individual is a business owner. Figure 4-1
shows that people of color were 39 percent of business owners in the Arizona construction and
engineering industries. Except for Hispanic Americans, each minority group made up a smaller share
of construction and engineering business owners than what might be expected based on their
representation in the overall workforce or on their share of business owners in all other industries.

Women. Figure 4-1 also reports the representation of women among all workers and construction
and engineering business owners in Arizona from 2013 through 2017. Women accounted for

46 percent of the Arizona labor force and 43 percent of business owners in all other industries, but
only about 8 percent of business owners in the construction and engineering.

Figure 4-1.
Demographic distribution of the statewide workforce and construction and engineering industry
business owners in Arizona, 2013-2017

Workforce in Business owners in Business owners in
Arizona all industries study industries all other industries
Race/ethnicity
African American 49 % 1.2 % ** 2.6 % **
Asian American 4.1 0.7 *E 3.8
Hispanic American 30.1 35.9 *E 23.7  **
Native American or other minority 3.9 1.3 WA 2.0
Non-Hispanic white 57.0 60.9 *E 67.9  **
Total 100.0 % 100.0 % 100.0 %
Gender
Female 46.3 % 7.8 % ** 43.4 % **
Male 53.7 92.2  ** 56.6  **
Total 100.0 % 100.0 % 100.0 %
Note: ** Denotes that the difference in proportions between business owners in the specified industries and the workforce

in all industries for the given race/ethnicity/gender group is statistically significant at the 95% confidence level.
Only the civilian workforce is included in workforce calculations.

Source:  Keen Independent Research from 2013-2017 ACS Public Use Microdata sample. The 2013-2017
ACS raw data extracts were obtained through the IPUMS program of the MN Population Center:
http://usa.ipums.org/usa/.

B. Entry and Advancement

Studies throughout the United States have indicated that race and gender discrimination has
affected the employment and advancement of certain groups in the construction and engineering
industries. The study team therefore examined the representation of people of color and women
among workers in construction and engineering industries in Arizona.
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In the construction industry, Keen Independent also analyzed the advancement of people of color
and women into supervisory and managerial roles. Appendix E presents detailed results.

As summarized below, quantitative analyses of the Arizona marketplace — based primarily on data
from the 2013-2017 ACS — showed that, in general, certain minority groups and women appear to
be underrepresented among workers in the Arizona study industries. In addition, people of color and
women appeared to face barriers regarding advancement to supervisory or managerial positions.
Because individuals who form construction and engineering businesses tend to work in those
industries before starting their own businesses, any barriers related to entry or advancement within
the industry may prevent some people of color and women from starting businesses in those

industries.

Quantitative information concerning entry into construction and engineering industries in
Arizona. Keen Independent’s analyses suggest that certain minority groups and women are
encountering barriers to entry in the study industries in Arizona:

B People of color were 50 percent of construction workers in Arizona, slightly higher
than their overall representation in the workforce (42%). However, most of this
representation came from Hispanic Americans, who made up 43 percent of the
construction workforce in Arizona, while only 1 percent were Asian Americans,

2 percent were African Americans and 4 percent were Native Americans or other

minorities.

m  Of Arizona construction workers, only 10 percent were women, which is considerably
less than representation of women in the workforce (49%).

®  In the Arizona engineering industry, fewer people of color (other than Hispanic
Americans) and fewer women worked in the industry than what might be expected
based on data regarding workers 25 and older with a four-year college degree.

Quantitative information about entry and advancement. Keen Independent found that people of
color working in the construction industry disproportionately work in entry-level or low-skill
positions. For example, 11 percent of non-Hispanic white construction workers reported being
managers, but only 5 percent of African Americans, 7 percent of Asian American, 2 percent of
Hispanic Americans and about 4 percent of Native Americans reported being managers.

Qualitative information about entry and advancement. Keen Independent collected qualitative
information about entry and advancement in the Arizona construction and engineering industries
through in-depth interviews, availability surveys and other processes described in Appendix J.

Many business owners reported that they worked in the construction or engineering industry before
starting their businesses. Interviewees indicated that construction and engineering companies are
typically started (or sometimes purchased) by individuals with connections to the construction or
engineering industries. Therefore, business ownership could be affected by any employment barriers
in the construction or engineering industry that might exist.
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Effects of entry and advancement on the Arizona transportation contracting industry. If there
are barriers for people of color and women entering and advancing within the Arizona construction
and engineering industries, there could be substantial effects on the number of minority- and
women-owned businesses within those industries.

m  Typically, employment and advancement are preconditions to business ownership in
the construction and engineering industries. Because certain minority groups and
women appear to be underrepresented in the Arizona construction and engineering
industries — both in general and as supervisors and managers — it follows that such
underrepresentation may reduce the number of minorities and women starting
businesses, depressing overall MBE/WBE availability in the local transportation
contracting industry.

®m  There is evidence that underrepresentation of certain minority groups and women in
the Arizona construction and engineering industries — particularly in supervisory and
managerial roles — may perpetuate any beliefs or stereotypical attitudes that
MBE/WBEs may not be as qualified as majority-owned businesses. As an example,
one male interviewee said that his firm’s industry has been traditionally viewed as a
“man’s work.” A white female business owner said, “When you think of construction,
you don’t think of women ....” She added that some contractors don’t want to talk to
her because she is a woman. Any such beliefs may also be making it more difficult for
MBE/WBEs to win work in Arizona, including work with ADOT and local agencies.

C. Business Ownership

National research and studies in other states have found that race, ethnicity and gender also affect
opportunities for business ownership, even after accounting for race- and gender-neutral factors.
Figure 4-2 summarizes how courts have used information from such studies — particularly from
regression analyses — when considering the validity of an agency’s implementation of the
Federal DBE Program.

Quantitative information about business ownership. The study team used U.S. Bureau of the
Census data from 2013-2017 to examine whether there are differences in business ownership rates
between minorities and nonminorities and between women and men in the Arizona construction and
engineering industries.

®m  In the construction industry, African Americans, Native Americans and women
working in the industry were less likely to be business owners.

B People of color working in the Arizona engineering industry (except for
Hispanic Americans) were also less likely to be business owners than nonminorities,
and women working in the industry were less likely to own businesses than men.
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Keen Independent used regression analyses to examine whether those racial and gender differences

in business ownership rates persisted after accounting for other personal characteristics.

m  Keen Independent’s regression models showed :
. . . . Figure 4-2.
that African Americans, Asian Americans, . .
. . . Use of regression analyses of business
Native Americans and women working in the e
. . . ownership in defense of the Federal DBE
Arizona construction industry were less likely
. - . Program
to own businesses than similarly situated
non—Hispanic whites and men, even after State and federal courts have considered
. . .. differences in business ownership rates between
accounting for various personal characteristics I N
) ) ) n minorities and non-Hispanic whites and between
mdudlng educatlon, age and the ablhty to women and men when reviewing the
speak English (statistically significant effects.) implementation of the Federal DBE Program. For
example, disparity studies in California, Illinois
and Minnesota used regression analyses to
B People of color (other than g y

Hispanic Americans) and women working in

examine the impact of race, ethnicity and
gender on business ownership in the

construction and engineering industries. Results
from those analyses helped determine whether
differences in business ownership exist between
minorities and women and non-Hispanic white
males after statistically controlling for race- and
gender-neutral characteristics. Those analyses,
which were based on Census data, were
included in materials submitted to the courts in
subsequent litigation concerning the
implementation of the Federal DBE Program.

the Arizona engineering industry were less
likely to own businesses after accounting for
certain personal characteristics. These results
were statistically significant.

Appendix F presents detailed results from the
quantitative analyses of business ownership rates.

Qualitative information about business

ownership. Keen Independent collected qualitative

information about business ownership in the Arizona construction and engineering industries
through in-depth interviews, availability surveys and other avenues. Minority, women and white male
owners of small businesses reported many of the same challenges in starting and growing their
businesses. There is some evidence of additional barriers to starting a successful business for people
of color and for women, as discussed in Appendix J. Some of those barriers are a result of unequal
access to capital, which is discussed in the following pages of Chapter 4.

Effects of disparities in business ownership rates for minorities and women in the
transportation contracting industry. The disparities in business ownership rates for certain
minority groups and women in the construction and engineering industries mean that there are fewer
minority- and women-owned firms in the statewide transportation contracting marketplace than
there would be if there were a level playing field for minorities and women in the Arizona
marketplace. Results suggest that the relative MBE/WBE availability for ADOT construction and
engineering work may have been depressed.
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D. Access to Capital, Bonding and Insurance

Access to capital is one of the key factors that researchers have examined when studying business
formation and success. If race- or gender-based discrimination exists in capital markets, people of
color and women may have difficulty acquiring the capital necessary to start or expand a business.

Keen Independent examined whether minority and female business owners (and potential business
owners) have access to capital — both for their homes and for their businesses — that is comparable
to that of nonminorities and men. In addition, the study team examined whether minority- and
women-owned firms face any barriers in obtaining bonding and insurance. Appendix G provides
details about the study team’s quantitative analyses and Appendix | reports qualitative information on
this topic.

As discussed in Appendix G, there is evidence that people of color and women face certain
disadvantages in accessing capital that is necessary to start, operate and expand businesses. Capital is
required to start companies, so bartiers to accessing capital can affect the number of women and
people of color who are able to start businesses. Based on national data, people of color and women
start businesses with less capital. Multiple studies have demonstrated that lower start-up capital
adversely affects prospects for those businesses.

Quantitative information about homeownership and mortgage lending. Wealth created through
homeownership can be an important source of funds to start or expand a business. Barriers to
homeownership or building home equity can affect business opportunities by limiting the availability
of funds for new or expanding businesses.

Keen Independent analyzed 2013-2017 American Community Survey (ACS) data to determine if
there were any differences in homeownership in Arizona by racial and ethnic groups. The study team
also examined the potential impact of race and ethnicity on mortgage lending outcomes in Arizona
based on Home Mortgage Disclosure Act (HMDA) data for 2007, 2013 and 2017. (See Appendix G
for more detail.)

m  Homeownership rates. All minority groups — African Americans, Asian Americans,
Hispanic Americans and Native Americans — owned homes at a lower rate than
non-Hispanic whites in Arizona. This difference was statistically significant for each

minority group.

®m  Home values. African Americans, Hispanic Americans and Native Americans had
lower median home values than non-Hispanic whites. However, Asian Americans
owned homes of greater value than non-Hispanic whites.
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m  Mortgage lending. People of color may be denied opportunities to own homes, to
purchase more expensive homes or to access equity in their homes if they are
discriminated against when applying for home mortgages.

In 2007, 2013 and 2017, high-income African Americans, Hispanic Americans,
Native Americans, Asian Americans, and Native Hawaiians or other Pacific Islanders
applying for home mortgages in Arizona were more likely than high-income
non-Hispanic whites to have their applications denied. For example, in 2017,

13 percent of African American high-income applicants and 20 percent of

Native American high-income applicants were denied loans, compared with only

7 percent of non-Hispanic white high-income applicants in Arizona.

Mortgage lending discrimination can also occur through higher fees and interest rates.
Subprime lending is one example of discrimination through fees associated with various
loan types. Because of higher interest rates and additional costs, subprime loans
affected homeowners’ ability to grow home equity and increased their risk of
foreclosure. There is national evidence that predatory lenders disproportionately
targeted people of color with subprime loans, even when applicants could qualify for
prime loans. Analysis of available data for Arizona indicates that African American,
Hispanic American, Native American, and Native Hawaiian or other Pacific Islander
borrowers were more likely to receive subprime home purchase loans than
non-Hispanic whites in 2007, 2013 and 2017.

There is substantial quantitative evidence of disparities in homeownership, home values and home
mortgage lending for people of color in Arizona. Any past discrimination against minorities that
affected the ability to purchase homes could have long-term impacts on the home equity available to
start and expand businesses, and the ability of minority business owners to access business credit.

Quantitative information about business credit. Business credit is also an important source of
funds for small businesses. Any race- or gender-based barriers in the application or approval
processes of business loans could affect the formation and success of MBE/WBEs.

To examine the role of race/ethnicity and gender in capital markets, the study team analyzed data
from the Federal Reserve Board’s Survey of Small Business Finances (SSBF) — the most
comprehensive national source of credit characteristics of small businesses (those with fewer than
500 employees). The survey contains information on loan denial and interest rates as well as
anecdotal information from businesses. The Mountain region is the level of geographic detail of
SSBF data most specific to Arizona and 2003 is the most recent information available from the
SSBF. (These data were also examined in the 2015 Disparity Study.)
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Business loan approval rates. Keen Independent examined business loan approval rates in the
Mountain region in 2003. Results included the following;:

®  More minority- and women-owned small businesses were denied loans than
non-Hispanic male-owned small businesses.

m  There are statistically significant disparities in loan approval rates for African American-
owned small businesses when compared with similarly situated nonminority-owned
firms.

Applying for loans. Fear of loan denial can be a bartier to business credit in the same way that actual
loan denial presents a barrier. The SSBF includes a question that gauges whether a business owner
did not apply for a loan due to fear of loan denial.

B Among small business owners who reported needing business loans, minority and
female business owners in the Mountain region were neatly twice as likely as
non-Hispanic white men to report that they did not apply due to fear of denial.

®  Compared with similarly situated nonminorities and men, the study team identified
statistically significant disparities in the rate at which African Americans and women
reported not applying for loans due to fear of denial.

Loan values and interest rates. Based on Keen Independent’s examination of 2003 SSBF data for
the average business loan values and interest rates paid by small businesses that received loans:

®  The mean value of approved loans for minority- and female-owned businesses in the
Mountain region was less than one-half that for non-Hispanic white male-owned firms.

®  There is evidence that minority- and women-owned small businesses in the Mountain
region paid higher interest rates on their business loans than nonminority male-owned
small businesses.

Experiences of MBEs, WBEs and majority-owned businesses in the Arizona transportation
construction and engineering industries. As part of availability sutveys that the study team
conducted in 2019, Keen Independent asked several questions related to potential barriers or
difficulties in the local marketplace. The interviewer introduced these questions with the following:
“Finally, we’re interested in whether your company has experienced barriers or difficulties associated
with starting or expanding a business in your industry or with obtaining work. Think about your
experiences within the past six years as you answer these questions.”

The first question was, “Has your company experienced any difficulties in obtaining lines of credit or
loans?” As depicted in Figure 4-3, minority-owned and nonminority women-owned firms were about
twice as likely as majority-owned firms to report that they had such difficulties. About 22 percent of
MBESs and 24 percent of WBEs reported difficulties obtaining lines of credit or loans, compared with
11 percent of majority-owned firms. These results appear to be consistent with the other data
summarized in Chapter 4 concerning greater difficulties gaining access to financing for minority- and
women-owned firms.
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Figure 4-3.
Percent responding MBE Difficulties obtaining
“yes” to, “Has your (n=185) 22% lines of credit or loans
company experienced

any difficulties in

obtaining lines of WEE
credit or loans?” for (n=127)
MBEs, WBEs and

majority-owned firms

24%

Majority-owned

oy
(n=435) 1%

Source:

Keen Independent Research . . . .
2019 availability surveys. 0% 20% 40% 60% 80% 100%

Quantitative information about bonding and insurance. Keen Independent also examined
whether businesses face difficulties obtaining bonding and insurance as part of the availability

surveys.
Keen Independent asked firms completing availability surveys the following two questions:

®  Has your company obtained or tried to obtain a bond for a project?

m  [If so] Has your company had any difficulties obtaining bonds needed for a project?

Among construction firms that had obtained or tried to obtain a bond for a project, 11 percent of
MBEs indicated difficulties obtaining bonds needed for a project compared with 4 percent of
majority-owned firms.

Differences between groups were not as large when examining the proportion of firms reporting
difficulties obtaining insurance.

Qualitative information about access to capital, bonding and insurance. Keen Independent
collected qualitative information about access to capital, bonding and insurance for businesses in the
Arizona transportation contracting industry through in-depth interviews, availability surveys and
other means.

Business financing. Many firm owners reported that obtaining financing was important in
establishing and growing their businesses (including financing for working capital and for equipment)
and surviving poor market conditions.

®m  Small business owners indicated that access to financing was a barrier in general and
more specifically when starting and first growing. Many used personal resources, such
as financing from colleagues and family, to finance their businesses.

®m  Interviewees reported that they could obtain and perform more work but that barriers
to accessing financing kept them from accepting that work.
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®m  Some interviewees, including MBEs, WBEs and majority-owned firms, reported that
receiving timely payment on contracts and subcontracts could often be difficult, which
led to an increased need for business capital and financing.

®  Some interviewees reported that it was more difficult for women and minorities to
obtain financing. Others reported that financing was a problem for all small businesses
whether or not they are minority- or women-owned.

B Also, if business size and personal equity are affected by race or gender discrimination,
then discrimination could also impact the ability to obtain business financing. This can
have a self-reinforcing effect, as many interviewees noted the importance of business
capital and credit to pursue larger construction and engineering contracts.

Bonding. For ADOT and local agency construction contracts, surety bonds are typically required to
bid on projects. Sometimes prime contractors require subcontractors on a project to have bonds.

In order to obtain a bond, businesses must provide company history and evidence of financial
strength to a bonding company. The bonding company uses this information to determine whether
to issue a bond of a particular size. Consequently, any effects on access to capital may impact the
ability to obtain a bond.

According to business owners and other individuals interviewed:

®  Many MBEs, WBEs and other small construction companies cannot obtain the
necessary bonding to bid on ADOT and other public contracts.

m  Interviewees explained the link between business capital and bonding as well as
between personal finances and bonding. For example, one minority business owner
reported that she has difficulty getting bonding because the business must have some
type of collateral or history to prove its ability to pay and “hold their own.” A
Hispanic American owner of a DBE construction firm reported, “I feel that those
challenges are more directed to minority- and women-owned contractors. They don’t
look at us as true contractors.”

The in-depth interviews indicate that any difficulties building capital affect the ability to obtain a
surety bond.

Access to insurance. Construction and professional services firms bidding or proposing on ADOT
and local government contracts must meet those agencies’ insurance requirements. Provisions often
apply to subcontractors and subconsultants.

The study team asked business owners and managers whether insurance requirements and obtaining
insurance presented barriers to doing business. In general, interviewees reported that obtaining
insurance is relatively easy. The barrier presented by insurance requirements is due to the cost,
especially at high levels of coverage. For example, a Hispanic American female business owner
reported, “Our biggest expense is insurance. We could buy two vehicles for what we pay for
insurance.”
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If a small business owner decides that the premiums for a certain level of insurance are
cost-prohibitive, it may preclude the firm from bidding on certain contracts. Some business owners
indicated that they had difficulty meeting ADOT’s insurance requirements. Some interviewees
pointed out that they might only have a small subcontract but still need to maintain expensive, high
dollar insurance policies. One interviewee reported that he had been awarded an ADOT Job Order
Contract, purchased expensive insurance to be able to perform the contract for ADOT, and then did
not get any work.

Effects of access to capital, bonding and insurance on the transportation contracting industry.
Potential barriers associated with access to capital, bonding and insurance may affect business
outcomes for MBE/WBEs.

B Well-capitalized businesses are, in general, more successful than other businesses, and
national research indicates that minority- and women-owned firms start with less
capital. Compared with majority-owned firms, MBE/WBE:s in the Arizona
transportation contracting industry are disproportionately small. Obtaining business
financing, bonding and insurance is more of a batrier to small businesses than large
businesses. The effect of such barriers is to make it less likely that a small firm can
expand or successfully pursue public sector work.

®  Bonding and insurance are required to bid on ADOT and other public sector prime
contracts. To obtain bonding, a company must have financial strength. Any barriers to
accessing capital can affect a company’s ability to obtain a bond of a certain size. There
is evidence that minority- and women-owned firms do not have the same access to
capital as majority-owned firms.

B A company must also have considerable working capital to complete an ADOT
contract ot subcontract, especially if there are delays in payment on that contract
(which some businesses experience). There is some quantitative evidence that
minorities do not have the same personal access to capital as nonminorities, which
affects personal financial resources. Personal net worth and financial history can affect
access to business loans, bonding and prequalification for public sector work in
Arizona.

E. Success of Businesses

Keen Independent completed quantitative and qualitative analyses that assessed whether the success
of MBE/WBE:s differs from that of majority-owned businesses in the Arizona transportation
contracting industry. Appendix H provides details about these quantitative analyses of business
success. Keen Independent also collected and analyzed information from interviews with business
owners and managers and others knowledgeable about the local contracting industry.

Quantitative analysis of business receipts and earnings. Keen Independent examined business
earnings data for Arizona construction and engineering industries using 2013-2017 ACS data and
results from the 2019 availability survey with Arizona businesses (pertaining to 2016-2018).
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Results indicated that minority- and women-owned firms had lower revenue than majority-owned
tirms. In the 2019 availability survey, a larger proportion of MBEs (61%) and WBEs (59%) than
majority-owned firms (50%) reported annual revenue of less than $0.5 million. Conversely,
relatively more majority-owned firms (14%) reported annual revenue greater than $7.6 million than

MBEs (5%) or WBEs (9%).

ACS data include personal characteristics of business owners allowing the study team to apply
regression analysis that statistically controls for these characteristics to determine whether race and
gender disparities persist. These analyses showed that in the Arizona construction industry, minority
business owners, other than Hispanic Americans, earned less than similarly situated nonminorities. In
the engineering industry, minority and white female business owners had lower earnings than
non-Hispanic white male owners after controlling for personal characteristics.

Quantitative analysis of telephone survey results concerning potential barriers.

Keen Independent’s availability surveys with Arizona businesses included questions about whether
tirms had experienced barriers or difficulties associated with starting or expanding a business and
working with different types of customers. Questions included whether (a) the size of projects had
presented a barrier to bidding; (b) the firm had experienced difficulties learning about bid
opportunities with ADOT, local governments or private companies; and (c) the firm had experienced
difficulties learning about subcontracting opportunities in Arizona. Results include the following:

Results for minority-owned construction companies. Answers to questions concerning
marketplace barriers in the availability survey indicated large differences in the proportion of
minority- and majority-owned construction firms reporting that they experienced difficulties in the
Arizona marketplace regarding:

B Large project sizes; and
®m  Learning about bid opportunities in the private sector and subcontracting opportunities

with prime contractors.

Results for white women-owned construction companies. There were large differences in the
share of white women-owned and majority-owned construction firms that identified difficulties
concerning:

®m  Learning about bid opportunities with ADOT and with cities, counties and other local
agencies in Arizona,

B Learning about bid opportunities in the private sector, and subcontracting
opportunities with prime contractors; and

®  Obtaining approval from inspectors or prime contractors.
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Results for minority-owned engineering companies. Among engineering firms responding to the
availability survey, minority-owned firms were far more likely than majority-owned companies to
report difficulties related to:

B Being prequalified for work;
B Large project sizes; and

®m  Learning about bid opportunities with ADOT, with local governments, in the private
sector and with prime contractors.

Results for white women-owned engineering companies. White women-owned engineering
companies were far more likely than majority-owned firms to report difficulties related to:

®  Insurance requirements on projects;
B Large project sizes; and

®m  Learning about bid opportunities with local governments, in the private sector and with
prime contractors.

Results related to prompt payment. Across minority-, women- and majority-owned construction
and engineering firms responding to the availability survey, relatively few businesses reported
difficulties being paid when working directly with ADOT, but many indicated difficulties being paid
by other customers and when working as a subcontractor.

Qualitative information about success of businesses in the Arizona marketplace.

Keen Independent also collected qualitative information about success of businesses in the Arizona
transportation contracting industry through in-depth personal interviews, availability surveys and
other avenues. Some of the comments were noted earlier in Chapter 4.

Current economic conditions in the Arizona marketplace. Interviewees explained that firms in the
transportation contracting industry must adapt to the changing economic marketplace conditions.
Many firms commented on the “hit or miss” nature of the Arizona economy. They do well when the
economy is up and poorly when growth slows.

®  Some firms reported that current conditions make it hard for smaller companies to
compete with larger companies. One white female owner of a WBE construction firm
reported, ... for small companies, our mark-up can’t even be 10 percent and we’re still
being told, even at that, we can’t compete with these large companies.”

®  Some commented that the current shortage of skilled workers, technicians and potential
subcontractors makes operating an Arizona business a challenge. One Hispanic
American owner of a goods and services firm commented, “... unless you offer a very
nice benefit package deal, it’s pretty hard to get qualified experienced technicians.”

®m  Some interviewees reported that small businesses may be at a disadvantage because the
acquisition of equipment and supplies is affected by the financial health of the company
and its ability to obtain financing.
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Importance of business relationships. Existing relationships are an important factor in finding
opportunities to bid on work, according to many primes and subcontractors. Many interviews said
that prime contractors take price into consideration when selecting a subcontractor, but the previous
relationships they have play a large role in the selection process. Confidence that a subcontractor will
perform well on a job is important to a prime contractor.

®  Many interviewees said that primes have preferred subcontractors and that it was hard
to break in with those primes.

B A male representative of a majority-owned construction firm reported, “We just stick

with local people here that we know.”

® A Hispanic American male owner of a professional services firm reported that “prime
contractors have go-to minority-owned subcontractors or consultants that they choose

to work with.”

Many minority, female and white male interviewees reported the presence of a “good ol’ boy”
network in Arizona that affects the construction and engineering industries.

®m A large share of interviewees, including minority, female and white male business
owners, reported that the “good ol’ boy” network was pervasive in this industry within
Arizona and some reported that the “good ol’ boy” network added barriers for women-
and minority-owned firms in the transportation contracting industry.

®  Some people of color, women and white men interviewed in the study reported a
closed network of companies that typically do work with ADOT. One white owner of
a construction firm reported that it is worse in Arizona than in neighboring states.

Disadvantages for small businesses. Many interviewees indicated that small businesses are at a
disadvantage when competing in the transportation contracting industry.

®  For many of the reasons discussed above, many small businesses including
MBE/WBE:s said that it was difficult to establish relationships with prime contractors
and customers.

®m  Access to financing can be affected by business size, according to some interviewees.

In addition, owners and managers of small businesses reported that public agency contracting
processes and requirements often put small businesses at a disadvantage when competing for public
sector work. There was qualitative evidence that:

B Small construction businesses seeking prime contracting and subcontracting work face
bartiers due to public sector bonding requirements.

®m  Excessive paperwork that often comes with public sector work is an extra burden to
small businesses.
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®m  Large size and scope of public sector contracts and subcontracts present a barrier to

bidding.

®m  Public sector insurance requirements are a barrier to construction and engineering
businesses seeking public sector prime contracts and subcontracts.

m  Interviewees indicated that public agencies favor bidders and proposers they already
know, limiting opportunities for other businesses.

®m  Some firms indicated that it is challenging to learn about opportunities with local
agencies because each agency will use a different method of notification for projects.

®m  Some interviewees reported that the change in “on-call” methods from ADOT has
negatively impacted their ability to obtain ADOT contracts.

®  Slow payment by public agencies or by prime contractors can be especially damaging to small
businesses and can present a barrier to performing that work. (Some interviewees reported that
they do not have enough capital to wait to be paid when working on large contracts.) One
interviewee said, “Government doesn’t care!”

MBE/WBE:s in the Arizona transportation contracting industry are more likely than majority-owned
businesses to be low-revenue businesses. Therefore, any barriers for small businesses may have a
disproportionate effect on MBEs and WBEs. Some minority and female business owners indicated
that the size of their businesses and lack of relationships in the industry create significant barriers.

Stereotyping, double standards and other race and gender discrimination. In the in-depth
interviews, availability surveys and other information the study team analyzed as part of the study,
some interviewees indicated difficulties for minorities and women other than those associated with
being a small business.

There was evidence that some prime contractors or customers held negative stereotypes concerning
minority- and women-owned firms. For example:

B One white female owner of a construction firm reported that contractors don’t want to
talk to her because she is a woman. She added that that she has asked her employees to
be on the phone with her so a contractor would hear a man’s voice before speaking to
her.

® A Hispanic American owner of a goods and services firm reported that the firm had
recently dropped his last name [a Hispanic surname] from the company in order to
appeal to a larger market.

®  One Hispanic American business reported that others make assumptions about the
quality of his work based on his ethnicity “all the time.”
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B One white male business owner described the racial discrimination that his minority
business partner experiences. The partner minimizes his exposure to customers as a
result. The white interviewee concluded, “... a lot of minorities ... have dealt with so

much racism. I’'m privileged.”

B The white owner of a professional services firm reported that there are biases against
women-owned businesses in engineering because “it’s a male-dominated culture.” He
added, ““... women-owned businesses are not given the same credibility.”

Appendix ] provides views from a large number of business owners and managers, trade association
representatives and others who are knowledgeable about the Arizona transportation contracting

industry.

Effects of unequal business success in the transportation contracting industry. Minority- and
women-owned construction and engineering businesses in Arizona tend to have lower revenue than
majority-owned businesses. Therefore, any disadvantages for small businesses disproportionately
affect MBEs and WBEs. Additionally, relatively more minority- and women-owned firms reported
difficulties learnings about contracts, both public and private, which influences their growth

opportunities.

Success in the transportation contracting industry depends on relationships with prime contractors
and customers. Some minority and female business owners reported that they were disadvantaged by
their size and lack of relationships within the industry. Some of the minority and female interviewees
also reported negative stereotypes and other forms of discrimination against minority- and

women-owned businesses in Arizona.

Summary

As discussed in this chapter and supporting appendices, there is quantitative and qualitative
information suggesting that there is not a level playing field for minority- and women-owned
businesses in the Arizona transportation contracting industry.

Such information should be considered when interpreting the results of the disparity analysis and
considering ADOT’s future operation of the Federal DBE Program for USDOT-funded contracts.
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CHAPTER 5.
Availability Analysis

Keen Independent analyzed the availability of minority- and women-owned business enterprises
(MBE/WBEs) that are ready, willing and able to perform ADOT and local agency prime contracts
and subcontracts. The study team also examined availability of current and potential DBEs for
ADOT’s FHWA-, FAA- and FT'A-funded contracts. Chapter 5 describes the study team’s availability
analysis in eight parts:

A. Purpose of the availability analysis;

=

Definitions of MBEs, WBEs, certified DBEs, potential DBEs and majority-owned
businesses;

Information collected about potentially available businesses;

Businesses included in the availability database;

Businesses in the availability database counted as DBEs or potential DBEs;
MBE/WBE availability calculations on a contract-by-contract basis;

Availability results; and

T 0P E OO

Base figure for ADOT’s overall DBE goal for FHWA-, FAA- and FTA-funded
contracts.

Appendix D provides supporting information about availability survey methodology and results.

A. Purpose of the Availability Analysis

Keen Independent examined the availability of minority- and women-owned firms for transportation
contracts to develop the base figures for ADOT’s overall DBE goals for FHWA-, FAA- and
FT'A-funded contracts. The study team also uses the availability figures as benchmarks in the
disparity analysis, as discussed below.

1. Benchmark in the disparity analysis. Disparity analysis compares utilization of MBE/WBEs, by
group, against benchmarks developed through the availability analysis. Specifically, the disparity
analysis compares:

B The percentage of ADOT contract dollars going to minority- and women-owned firms
(MBE/WBE “utilization”); and

B The percentage of dollars that might be expected to go to those businesses based on
their availability for specific types, sizes and locations of ADOT contracts (MBE/WBE
“availability”).

The utilization, availability and disparity analyses are conducted for firms owned by each racial, ethnic
and gender group included in the Federal DBE Program to determine whether disparities exist and, if
so, the groups affected. Chapter 6 presents these utilization, availability and disparity results.
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2. Base figure for ADOT'’s overall DBE goals. The 2020 Disparity Study examines information for
ADOT to consider as it sets its next overall three-year goals for DBE participation for its FHWA-,
FAA- and FTA-funded contracts. ADOT must follow regulations in 49 CFR Section 26.45(c) to
determine these overall DBE goals. It must start by calculating a “base figure” for each overall DBE
goal, as explained in detail in Part H of this chapter.

B Keen Independent’s process for calculating the base figure for an overall DBE goal is
the same as for determining MBE /WBE availability in a disparity analysis.

®  However, the base figure calculation only includes current DBEs and those
MBE/WBE:s that appear that they would be eligible for DBE certification
(“potential DBEs”). Therefore, businesses that have been denied certification, have
been decertified, have graduated from the DBE Program, appear to have current
average annual revenue that exceeds certification limits, or otherwise appear that they
could not be certified as DBEs should not be counted in the base figure.

®m  This process follows guidance in the Final Rule effective November 3, 2014 and
USDOT’s “Tips for Goal-Setting” that explains that minority- and women-owned
firms that are not currently certified as DBEs, but could be DBE-certified, should be
counted as DBEs in the base figure calculation.

Separate base figures were calculated for FHWA- and FTA-funded contracts and for FAA-funded
contracts at each airport

The balance of Chapter 5 explains each step to determine the MBE/WBE availability benchmarks
and the base figures for ADOT’s overall DBE goals, beginning with definitions of terms.

B. Definitions of MBEs, WBEs, Certified DBEs, Potential DBEs and
Majority-Owned Businesses

The following definitions of terms based on ownership and certification status are useful background
to the availability analysis.

MBE/WBEs. The availability benchmark and the base figure analyses use the same definitions of
minority- and women-owned firms (MBE/WBEs) as do other components of the Disparity Study.

Race, ethnic and gender groups. As specified in 49 Code of Federal Regulations (CFR) Part 26, the
study team separately examined utilization, availability and disparity results for businesses owned by:

®  African Americans;

m  Asian-Pacific Americans;

®  Subcontinent Asian Americans
®  Hispanic Americans;

m  Native Americans; and

®m  Non-Hispanic white women.
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Firms owned by minority women are grouped with
businesses owned by minority men, so “WBEs” refers to
white women-owned companies. Note that “majority-
owned businesses” refers to businesses that are not
minority- or women-owned.

Certified DBEs. Certified DBEs ate businesses that are
certified as such through ADOT, the City of Phoenix or
the City of Tucson (the three certifying agencies in
Arizona), which means that they are businesses that:

B Are owned and controlled by one or more individuals
who are presumed to be both socially and
economically disadvantaged according to 49 CFR
Part 26;! and

®  Have met the gross revenue and personal net worth
requirements described in
49 CFR Part 26.

Potential DBEs. For the purposes of this study, potential
DBEs are minority- and women-owned firms that are
DBE-certified or appear that they could be DBE-certified
based on revenue requirements described in 49 CFR
Section 26.65 (regardless of actual certification). Potential
DBEs do not include businesses that have been denied
certification or have graduated or been decertified from the
DBE Program.

The study team examined the availability of potential DBEs
as part of helping ADOT calculate the base figures for its
overall DBE goals for USDOT-funded contracts.

Figure 5-1 provides further explanation of

Keen Independent’s definition of potential DBEs.

Keen Independent obtained information from ADOT to
identify firms that, in recent years, had graduated from the
DBE Program or had been denied DBE certification (and
had not been recertified). The study team also used
information from the USDOT Decertified DBEs, Denials
and DBE Appeal Decisions online database.

Figure 5-1.
Definition of potential DBEs

Keen Independent did not include the following
types of MBE/WBEs in its definition of potential
DBEs:

B MBE/WBEs that had graduated from the
DBE Program and not been recertified, or
were de-certified;

B MIBE/WBEs that are not currently DBE-
certified that had applied for certification
and had been denied;

B MBE/WBEs not currently DBE-certified that
appear to have exceeded the three-year
average annual revenue limits for DBE
certification;

B Firms without an active account with the
Arizona Corporation Commission;

B Firms indicating in follow-up interviews
performed by ADOT that they were over the
revenue or personal net worth limits or
otherwise would not meet certification
requirements;

B Firms indicating in ADOT interviews that they
were not interested in DBE certification;

B MBE/WBESs not responding to ADOT’s request
for follow-up.

At the time of this study, the overall revenue limit
for DBE certification was a $23,980,000 three-
year average of annual gross receipts. Lower
revenue limits applied for subindustries according
to the U.S. Small Business Administration small
business standards. Some MBE/WBEs exceeded
either the $23,980,000 or the subindustry
revenue limits based on information that they
provided in the availability interviews.

Business owners must also meet USDOT personal
net worth limits for their businesses to qualify for
DBE certification. Personal net worth was only a
factor in the base figure calculations when a firm
had graduated or been denied certification based
on personal net worth that exceeded certification
limits or indicated in follow-up interviews that
they exceeded the personal net worth limits.

! The Federal DBE Program specifies that African Americans, Hispanic Americans, Native Americans,
Asian-Pacific Americans, Subcontinent Asian Americans, women of any race or ethnicity, and any additional groups whose
members are designated as socially and economically disadvantaged by the Small Business Administration are presumed to

be disadvantaged.
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Additionally, ADOT attempted to followed up with each firm the study team initially flagged as a

potential DBE. Keen Independent used results of these contacts to further screen the list of potential

DBEs. Firms were counted as potential DBEs if they indicated interest in certification to ADOT

(and had an active account with the Arizona Corporation Commission).

Majority-owned businesses. Majority-owned businesses ate businesses that are not owned by
minorities or women (i.e., businesses owned by non-Hispanic white males).

B In the utilization and availability analyses, the study team coded each business as

minority-, women- or majority-owned.

®m  Majority-owned businesses included any non-Hispanic white male-owned businesses

that were certified as DBEs.2

C. Information Collected about Potentially
Available Businesses

Keen Independent’s availability analysis focused on firms with
Arizona locations that work in subindustries related to
ADOT transportation-related construction and engineering
contracts.

Based on review of ADOT and LPA prime contracts and
subcontracts during the study period, the study team
identified specific subindustries for inclusion in the availability
analysis. Keen Independent contacted businesses within those
subindustries by telephone to collect information about their
availability for specific types, sizes and locations of ADOT
and local agency prime contracts and subcontracts.

Keen Independent’s method of examining availability is
sometimes referred to as a “custom census” and has been
accepted in federal court. Figure 5-2 summarizes
characteristics of Keen Independent’s custom census
approach to examining availability.

Overview of availability surveys. The study team conducted
telephone interviews with business owners and managers to
identify businesses that are potentially available for ADOT

Figure 5-2.

Summary of the strengths of

Keen Independent’s “custom census”
approach

Federal courts have reviewed and upheld
“custom census” approaches to examining
availability. Compared with some other
previous court-reviewed custom census
approaches, Keen Independent added several
layers of screening to determine which
businesses are potentially available for work in
the transportation contracting industry in
Arizona.

For example, the Keen Independent analysis
included discussions with businesses about
interest in ADOT and local government work,
contract role and geographic locations of their
work — items not included in some of the
previous court-reviewed custom census
approaches. Keen Independent also analyzed
the sizes of contracts and subcontracts that
businesses have bid on or performed in the
past (referred to as “bid capacity” in this
analysis).

and local agency transportation prime contracts and subcontracts.? Figure 5-3 on the following page

summarizes the process for identifying businesses, contacting them and completing the surveys.

2 Keen Independent did not identify any DBE-certified white male-owned firms in Arizona in the availability interviews.

3 The study team offered business representatives the option of completing interviews via fax or email if they preferred not

to complete interviews via telephone.
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Keen Independent began by compiling lists of business establishments that:

a.  Previously identified themselves to ADOT as interested in learning about future work
(by listing themselves on AZ UTRACS, bidding or proposing on contracts, or
becoming prequalified with eCMS); or

b. Dun & Bradstreet/Hoovers identified in certain transportation contracting-related
subindustries in Atizona.*

Telephone interviews. Figure 5-3 outlines the process Keen Independent used to complete
interviews with businesses possibly available for ADOT and local agency transportation-related
work.

®m  The study team contacted firms by telephone to ask them to participate in the
interviews (identifying ADOT as the organization requesting the information). Surveys
began in July and were completed in early September 2019.

®  Some firms completed interviews when first contacted. For firms not immediately
responding, the study team executed intensive follow-up over many weeks.

®  When a business was unable to conduct the interview in English, the study team called
back with a bilingual interviewer (English/Spanish) to collect basic information about
the company. Keen Independent then followed up with these firms with a bilingual
interviewer (English/Spanish) to offer the option of filling out a written version of the
tull survey (in English).

®  Businesses could also learn about the availability interviews or complete the interviews
via other methods such as fax, email, or through the disparity study website that was
maintained throughout the project.

4 D&B’s Hoovers database is accepted as the most comprehensive and complete source of business listings in the nation.
Keen Independent collected information about all business establishments listed under 8-digit work specialization codes (as
developed by D&B) that were most related to the transportation contracts that ADOT awarded during the study petiod.
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Figure 5-3.
Availability interview process

. Businesses listed Businesses in AZ UTRACS,
Sources of initial in D&B Hoovers eCMS prequalified firms,
business lists database procurement bidders
Phone calls |
Interview Onlna Email /Fax
methods Y,
C leted | I
interviews
Companies
not interested,
did not perform
relevant work, not
located in the study
area, or not a
for-profit business
Businesses available
for ADOT/local agency
Databases transportation
contracts

Information collected in availability interviews. Sutvey questions covered many topics about each
organization, including:

®m  Status as a private business (as opposed to a public agency or not-for-profit
organization);
®m  Status as a subsidiary or branch of another company;

m  Types of transportation contract work performed, from asphalt paving to surveying
(Figure D-1 in Appendix D provides a list of work categories included in the
interviews);

®  Qualifications and interest in performing transportation-related work for ADOT and
local agencies in Arizona;

®m  Qualifications and interest in performing transportation-related work as a prime
contractor or subcontractor (note that “prime consultant” and “subconsultant” were
the terms used in the interviews of professional services companies);

®m  Past work in Arizona as a prime contractor or as a subcontractor, trucker or supplier;

m  Ability to work in specific geographic regions (Southern Arizona, Central Arizona
and/or Northern Arizona);

®m  Largest prime contract or subcontract bid on or performed in Arizona in the previous
six years (“bid capacity”);
m  Year of establishment; and

®m  Race/ethnicity and gender of ownership.
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Appendix D provides an availability interview instrument.

Screening of firms for the availability database. The study team asked business owners and
managers about the types of work that their companies performed, their past bidding history, and
their qualifications and interest in working on contracts for ADOT and local government agencies,
among other topics. Keen Independent considered businesses to be potentially available for ADOT
transportation prime contracts or subcontracts if they reported:

a.  Being a private business (as opposed to a public agency or not-for-profit organization);
b.  Performing work relevant to transportation contracting; and

c.  Being qualified and interested in work for ADOT and/or local governments.>

D. Businesses Included in the Availability Database

Data from the availability interviews allowed Keen Independent to develop a representative depiction
of businesses that are qualified and interested in the highest dollar volume areas of ADOT and local
agency transportation-related work, but it should not be considered an exhaustive list of every
business that could potentially participate in those contracts. Appendix D explains why the database
should not be considered an exhaustive list of potentially available businesses.

After completing interviews with 1,485 Arizona businesses, the study team reviewed responses to
develop a database of businesses that are potentially available for ADOT transportation contracting
work. The survey identified 996 businesses reporting that they were available for ADOT and local
agency work. Of those businesses, 229 (23.0%) were minority-owned and 167 (16.8%) were white
women-owned. MBE/WBEs totaled about 40 percent of all firms in the availability database.
Figure 5-4 presents the number of businesses that study team included in the availability database.

Figure 5-4.
. . . Number Percent
Number of businesses included in . . . .
o Race/ethnicity and gender of firms of firms
the availability database
African American-owned 40 4.0 %
Note: Asian-Pacific American-owned 12 1.2
Numbers rounded to nearest tenth of Subcontinent Asian American-owned 11 1.1
1 percent. Percentages may not add to totals Hispanic American-owned 143 14.4
due to rounding. ’
Native American-owned 23 2.3
Total MBE 229 23.0 %
Source:
Keen Independent Research WBE (white women-owned) 167 16.8
availability analysis. Total MBE/WBE 396 39.8 %
Majority-owned firms 600 60.2
Total 996 100.0 %

Because results are based on a simple count of firms with no analysis of availability for specific
ADOT contracts, they only reflect the first step in the availability analysis.

5 Separate survey questions were asked about prime contract work and subcontract work.
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E. Businesses in the Availability Database Counted as DBEs or Potential DBEs

Keen Independent counted two groups of firms as DBEs or potential DBEs in the base figure
analysis: current DBEs and “potential DBEs” that are not currently DBE-certified.

Current DBEs. When performing the base figure analysis for the overall DBE goal, the study team
identified firms in the availability database as “current DBEs” if they were certified as DBEs in
Arizona as of December 2019. Keen Independent obtained cettification information from ADOT.

Potential DBEs that are not currently certified. Keen Independent counted MBE/WBEs as
potential DBEs in the availability calculations for USDOT-funded contracts if they:

®m  Had not graduated from the DBE Program in recent years, were decertified from the
Program or applied for DBE certification in ADOT and were denied;®

®  Had not reported in the availability survey average annual revenue over three years
exceeding the revenue limits for DBE certification for their subindustry;

®m  Had an active account with the Arizona Corporation Commission; and

®  Indicated in follow-up communications with ADOT staff that they were interested in
becoming certified as a DBE.

There were some minority- and women-owned firms identified in the availability survey that were
not counted as current or potential DBEs, as shown in Figure 5-5. In total, about 23 percent of firms
in the availability database were current or potential DBEs. (About 14 percent of total firms were
current DBEs and 9 percent were potential DBEs.)

6 Based on ADOT data and USDOT Decertified DBEs, Denials and DBE Appeal Decisions online database.
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Figure 5-5.
N b f ial Number Percent
umber of current or potentia Race/ethnicity and gender of firms of firms
DBEs businesses and non-DBEs in
the availability database Current or potential DBEs
African American-owned 19 19 %
Asian-Pacific American-owned 6 0.6
Note: Subcontinent Asian American-owned 6 0.6
Numbers rounded to nearest tenth of Hispanic American-owned 86 8.6
1 percent. Percentages may not add to totals
due to rounding. Native American-owned 13 1.3
WBE (white women-owned) 95 9.5
Majority-owned firms 0 0.0
Source:
Total current or potential DBEs 225 22.6 %
Keen Independent Research
availability analysis. Non-DBEs
African American-owned 21 21 %
Asian-Pacific American-owned 6 0.6
Subcontinent Asian American-owned 5 0.5
Hispanic American-owned 57 5.7
Native American-owned 10 1.0
WBE (white women-owned) 72 7.2
Majority-owned firms 600 60.2
Total non-DBEs 771 77.4 %
Total available firms 996 100.0 %

F. Availability Calculations on a Contract-by-Contract Basis

Keen Independent analyzed information from the availability database to develop dollar-weighted
availability estimates for use as a benchmark in the disparity analysis and in helping ADOT set its
overall DBE goals for FHWA-, FAA- and FTA-funded contracts.

®m  Dollar-weighted availability estimates represent the percentage of ADOT
transportation contracting dollars that MBE/WBEs might be expected to receive based
on their availability for specific types and sizes of ADOT transportation-related
construction and engineering prime contracts and subcontracts.

m  Keen Independent’s approach to calculating availability was a bottom up, contract-by-
contract process of “matching” available firms to specific prime contracts and
subcontracts.

Steps to calculating availability. Only a portion of the businesses in the availability database were
considered potentially available for any given ADOT construction or engineering prime contract or
subcontract (referred to collectively as “contract elements”).

B The study team examined the characteristics of each specific contract element,
including type, location, size and date of the prime contract or subcontract; and

®m  Identified available firms that perform work of that type, in that location, of that size,
in that role (prime or sub), in business when the contract was awarded.
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Steps to the availability calculations. The study team identified the specific characteristics of each
of the 14,399 ADOT and local agency prime contracts and subcontracts included in the utilization

analysis and then took the following steps to calculate availability for each contract element:

1. For each contract element, the study team
identified businesses in the availability database
that reported that they:

>  Are qualified and interested in performing
transportation-related work in that
particular role, for that specific type of
work, for that particular type of agency
(ADOT or local agencies) or had actually
performed work in that role based on
contract data for the study period;

> Indicated in the interview that they had
performed work in the particular role
(prime or sub) in Arizona within the past
six years (or had done so based on contract
data for the study petiod);

»  Are able to do work in that geographic
location (or had done so based on contract
data for the study period, or are located in
that region);

»  Had bid on or performed work of that size
in Arizona in the past six years (or had
done so based on contract data for the
study period); and

>  Were in business in the year that the
contract or task order was awarded.

2. For the specific contract element, the study team
then counted the number of MBEs (by
race/ethnicity), WBEs and majority-owned

Figure 5-6.
Example of an availability calculation

One of the subcontracts examined was for
landscaping ($72,296) on a 2015 Federal Highway
Administration-funded contract for ADOT in
Northern Arizona. To determine the number of
MBE/WBEs and majority-owned firms available for
that subcontract, the study team identified
businesses in the availability database that:

a. Were in business in 2015;

b. Indicated that they performed
landscaping on transportation-related
projects;

c. Reported working or bidding on
subcontracts in Arizona in the past six
years;

d. Reported bidding on work of similar or
greater size in the past six years;

e. Reported ability to perform work in
Northern Arizona; and

f. Reported qualifications and interest in
working as a subcontractor on state and
local government transportation projects.

There were 46 businesses in the availability
database that met those criteria. Of those
businesses, 22 were MBEs or WBEs. Therefore,
MBE/WBE availability for the subcontract was
48 percent (i.e., 22/46 = 48%).

The weight applied to this contract was $72,296 +
$3.7 billion = 0.002% (equal to its share of total
FHWA-funded contract dollars). Keen Independent
repeated this process for each prime contract and
subcontract.

businesses among all businesses in the availability database that met the criteria

specified in step 1 above.

3. The study team translated the numeric availability of businesses for the contract

element into percentage availability (as described in Figure 5-6).
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The study team repeated those steps for each contract element examined in the Disparity Study. The
study team multiplied the percentage availability for each contract element by the dollars associated
with the contract element, added results across all contract elements, and divided by the total dollars
for all contract elements. These calculations produced a dollar-weighted estimate of overall
availability of MBE/WBEs and estimates of availability for each MBE/WBE group. Figure 5-6
provides an example of how the study team calculated availability for a specific subcontract in the
study period.

Special considerations for supply contracts. When calculating availability for a particular type of
materials supplies, Keen Independent counted as available all firms supplying those materials that
reported qualifications and interest in that work for ADOT (or for local agencies when it was a local
agency contract) and indicated that they could provide supplies in the pertinent region of the state.
Bid capacity was not considered in these calculations.

Improvements on a simple “head count” of businesses. Keen Independent used a
dollar-weighted approach to calculating MBE/WBE availability for ADOT and local agency work
rather than using a simple “head count” of MBE/WBE:s (i.e., simply calculating the percentage of all
Arizona transportation contracting businesses that are minority- or women-owned). Using a
dollar-weighted approach typically results in lower availability estimates for MBEs and WBEs than a
headcount approach due in large part to Keen Independent’s consideration of types and sizes of
work performed measuring availability and because of dollar-weighting availability results for each
contract element (a large prime contract has a greater weight in calculating overall availability than a
small subcontract). The types and sizes of contracts for which MBE/WBEs ate available in Arizona
tend to be smaller than those of other businesses. Therefore, MBE/WBE:s are less likely to be
identified as available for the largest prime contracts and subcontracts.

There are several important ways in which Keen Independent’s dollar-weighted approach to
measuring availability is more precise than completing a simple head count approach.

Keen Independent’s approach accounts for type of work. USDOT suggests calculating availability
based on businesses’ abilities to perform specific types of work. USDOT gives the following example
in Part II F of “Tips for Goal-Setting in the Disadvantaged Business Enterprise (DBE) Program™:

For instance, if 90 percent of your contract dollars will be spent on heayy construction and
10 percent on trucking, you should weight your calenlation of the relative availability of firms
by the same percentages.”

The study team took type of work into account by examining 32 different subindustries related to
transportation construction, engineering and related purchases as part of estimating availability for
ADOT and local agency work.

7USDOT. Tips for Goal-Setting in the Federal Disadvantaged Enterprise (DBE) Program as updated June 25, 2013
http:/ /www.dot.gov/osdbu/disadvantaged-business-enterptise/ tips-goal-setting-disadvantaged-business-enterptise
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Keen Independent’s approach accounts for qualifications and interest in transportation-related
prime contract and subcontract work. The study team collected information on whether businesses
are qualified and interested in working as prime contractors, subcontractors, or both on ADOT and
local agency transportation work, in addition to the consideration of several other factors related to
prime contracts and subcontracts (e.g., contract types, sizes and locations):

®  Only businesses that reported being qualified for and interested in working as prime
contractors were counted as available for prime contracts (or included because contract
data for ADOT or local agencies indicated that they had prime contracts in the past
six years).

®  Only businesses that reported being qualified for and interested in working as
subcontractors were counted as available for subcontracts.

®m  Businesses that reported being qualified for and interested in working as both prime
contractors and subcontractors were counted as available for both prime contracts and
subcontracts.

Keen Independent’s approach accounts for the size of prime contracts and subcontracts. The
study team considered the size — in terms of dollar value — of the prime contracts and subcontracts
that a business bid on or received in the previous six years (referred to here as “bid capacity”) when
determining whether to count that business as available for a particular contract element. When
counting available businesses for a particular prime contract or subcontract, the study team
considered whether businesses had previously bid on or received at least one contract of an
equivalent or greater dollar value in Arizona in the previous six years, based on the most inclusive
information from survey results and analysis of past ADOT and local agency prime contracts and
subcontracts.

Keen Independent’s approach is consistent with many recent, key court decisions that have found
relative capacity measures to be important to measuring availability, as discussed in Appendix B.

Keen Independent’s approach accounts for the geographic location of the work. The study team
determined the location where work was performed for ADOT and local agency contracts (Southern,
Central or Northern Arizona).

Keen Independent’s approach generates dollar-weighted results. Keen Independent examined
availability on a contract-by-contract basis and then dollar-weighted the results for different sets of
contract elements. Thus, the results of relatively large contract elements contributed more to overall
availability estimates than those of relatively small contract elements. This approach is consistent with
USDOT’s “Tips for Goal-Setting in the Disadvantaged Business Enterprise (DBE) Program,” which
suggests a dollar-weighted approach to calculating availability.
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G. Availability Results

Keen Independent used the custom census approach described above to estimate the availability of
MBE/WBEs and majority-owned businesses for FHWA-, state-, FAA- and FTA-funded prime
contracts and subcontracts that ADOT and local agencies awarded during the study period. For
FHWA-funded contracts, Keen Independent examined availability with and without the South
Mountain Freeway project. Figure 5-7 presents overall dollar-weighted availability estimates by
MBE/WBE group for those contracts.

FHWA-funded contracts. As shown in Figure 5-7, Keen Independent’s availability analysis for
ADOT and local agency FHWA-funded contracts (not including South Mountain Freeway) indicates
that MBE/WBEs might be expected to receive about 30 percent of these contract dollars, somewhat
less than the “headcount” availability in Figure 5-4. Dollar-weighted availability was highest for
Hispanic American-owned (7.07%) and Native American-owned companies (10.09%).

Keen Independent did not include South Mountain Freeway prime contracts and subcontracts in the
analysis of ADOT’s future overall DBE goal for FHWA-funded contracts, but did include this
project in the disparity analysis for FHWA-funded contracts.® Including the South Mountain
Freeway, dollar-weighted availability for MBE/WBEs was 25.63 petcent, as shown in the second
column of Figure 5-7.

State-funded contracts. The mix of work, size of contracts, subcontract opportunities and
geographic distribution of projects differed between ADOT’s FHWA- and state-funded highway
projects. This results in MBE/WBE availability for state-funded contracts — 32.43 percent — that
was higher than for ADOT’s FHWA-funded contracts.

Figure 5-7.
Overall dollar-weighted availability estimates for ADOT FHWA-, state-, FAA- and FTA-funded
contracts, October 2013—September 2018

FHWA
Excludes South Includes South
Mountain Freeway Mountain Freeway

Race/ethnicity and gender contracts contracts State FAA FTA
African American-owned 1.63 % 2.15 % 3.17 % 3.36 % 1.78 %
Asian-Pacific American-owned 4.17 3.83 4.84 4.88 0.53
Subcontinent Asian American-owned 0.59 0.55 0.66 1.42 0.76
Hispanic American-owned 7.07 5.75 7.77 7.86 6.75
Native American-owned 10.09 8.02 7.08 5.47 1.02

Total MBE 23.54 % 20.30 % 2353 % 2299 % 10.84 %
WBE (white women-owned) 6.30 5.33 8.90 9.56 11.99

Total MBE/WBE 29.84 % 25.63 % 3243 % 32.55 % 2282 %
Total majority-owned 70.16 74.38 67.57 67.45 77.18

Total 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Note: Numbers may not add to totals due to rounding.

Source:  Keen Independent Research availability analysis.

8 This was a mega-project (design-build) that is not indicative of future work. Due to its large size and unique
characteristics, ADOT set a separate DBE project goal for South Mountain Freeway.

KEEN INDEPENDENT RESEARCH — 2020 ADOT DISPARITY STUDY CHAPTER 5, PAGE 13



FAA-funded contracts. MBE /WBE availability for FAA-funded contracts was 32.55 percent based
on Keen Independent’s dollar-weighted availability analysis. Dollar-weighted availability was highest
for Hispanic American-owned businesses (7.86%), white women-owned firms (9.56%) and

Native American-owned companies (5.47%).

FTA-funded contracts. FTA-funded contracts primarily pertain to transit services and goods
purchases such as fuel. Dollar-weighted MBE/WBE availability for FTA-funded contracts was lower
than for highway contracts: 22.82 percent.

H. Base Figure for ADOT’s Overall DBE Goal for FHWA-, FAA- and
FTA-Funded Contracts

Establishing a base figure is the first step in calculating an overall goal for DBE participation in
ADOT’s FHWA-, FAA- and FT'A-funded contracts. Keen Independent calculated the base figure
for each set of contracts using the same availability database and approach described above.

Keen Independent’s approach to calculating ADOT’s base figure is consistent with:

m  Court-reviewed methodologies in several states, including Washington, California,
Illinois, and Minnesota;

®  Instructions in The Final Rule effective February 28, 2011 that outline revisions to the
Federal DBE Program; and

m USDOT’s “Tips for Goal-Setting in the Disadvantaged Business Enterprise (DBE)
Program.”

Base figure for FHWA-funded contracts. Keen Independent’s availability analysis indicates that the
availability of MBE/WBEs for ADOT’s FHWA-funded transportation contracts is 29.84 percent
based on current availability information and analysis of FHWA-funded ADOT and local agency
contracts awarded from October 2013 through October 2018 (not including South Mountain
Freeway contracts).” Based on review of ADOT’s Statewide Transportation Improvement Plan,
these past contracts appear to reflect the mix of future FHWA-funded contracts for the three federal
fiscal years beginning October 1, 2020. Future FHWA-funded projects will include new road
segments, highway widening, interchange projects, pavement preservation and other improvements
and maintenance, as did past contracts. Although there will be large ADOT projects involving federal
funds in the coming three years, none will be the scale of the South Mountain Freeway project,
which is why Keen Independent excluded it from the data used to establish the overall DBE goal.

Calculations to convert MBE/WBE availability to availability of current and potential DBEs.

Figure 5-8 provides the calculations to detive current/potential DBE availability when starting from
MBE/WBE availability figures.

9 Total does not include 498 South Mountain Freeway prime contracts and subcontracts.
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For FHWA-funded contracts, there were three groups of MBE/WBEs that Keen Independent did
not count as potential DBEs when calculating the base figure:

m  MBE/WBEs that in recent years graduated from the DBE Program or had applied for
DBE certification in Arizona and had been denied (based on information supplied by
ADOT and USDOT Decertified DBEs, Denials and DBE Appeal Decisions online
database);

m  MBE/WBE:s that in the availability interviews reported having annual revenue over the
most recent three years that exceeded the three-year average annual revenue limits for
DBE certification for their subindustry; and

m  MBE/WBEs that upon follow-up by ADOT indicated that they were not interested or
would not qualify for DBE certification, were not successfully reached by ADOT, were
found to not have an active account in the Arizona Corporation Commission, or were
not successfully reached in ADOT’s follow-up research.

Together, removing these three categories of MBE/WBEs reduced the base figure for
FHWA-funded contracts by 13.69 percentage points. (Many of these firms were excluded for
multiple reasons, so the deduction shows them combined.)

After subtracting 13.69 percentage points for the above refinements, dollar-weighted availability
for current and potential DBEs was 16.15 percent. (Keen Independent did not identify any
white male-owned firm DBE-certified firms in the availability analysis.) Figure 5-8 shows these
calculations to determine the base figure for FHWA-funded contracts.

Figure 5-8.
Overall dollar-weighted availability estimates for current and
potential DBEs for FHWA-funded contracts, October 2013—September 2018

Calculation of base figure FHWA

Total MBE/WBE 29.84 %

Less firms that graduated from the DBE Program
or were denied DBE certification in recent years
or exceed revenue thresholds 13.69
or indicated that they were not interested
in DBE certification
or did not have an active account with the
Arizona Corporation Commission

Subtotal 16.15 %
Plus white male-owned DBEs --

Current and potential DBEs 16.15 %

Note: Does not include South Mountain Freeway projects.

Source:  Keen Independent Research availability analysis.
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Base figure for FAA-funded contracts. Dollar-weighted MBE/WBE availability for ADOT’s
FAA-funded transportation contracts is 32.55 percent based on current availability information and
analysis of ADOT’s FAA-funded contracts awarded from October 2013 through September 2018.
Figure 5-9 provides the calculations to detive current/potential DBE availability: 19.72 petcent.

Figure 5-9.
Overall dollar-weighted availability estimates for current and
potential DBEs for FAA-funded contracts, October 2013-September 2018

Calculation of base figure FAA

Total MBE/WBE 3255 %

Less firms that graduated from the DBE Program
or were denied DBE certification in recent years
or exceed revenue thresholds 12.83
or indicated that they were not interested
in DBE certification
or did not have an active account with the
Arizona Corporation Commission

Subtotal 19.72 %

Plus white male-owned DBEs --

Current and potential DBEs 19.72 %

Source:  Keen Independent Research availability analysis.

As with FHWA-funded contracts, Keen Independent did not include as potential DBEs that
MBE/WBE:s that had graduated or been denied certification, appeated to exceed annual revenue
limits, or indicated in follow-up ADOT interviews that they were not interested or did not qualify for
certification (or could not be reached). Removing these three categoties of MBE/WBEs reduced the
base figure for FAA-funded contracts by 12.83 percentage points. (Keen Independent did not
identify any white male-owned firm DBE-certified firms in the availability analysis.)

Base figure for FTA-funded contracts. Keen Independent’s availability analysis indicates that the
availability of MBE/WBEs for ADOT’s FT'A-funded transportation contracts is 22.82 percent based
on current availability information and analysis of contracts awarded FI'Y 2014 through FFY 2018,

Calculations to convert MBE/WBE availability to availability of current and potential DBEs.

Figure 5-10 provides the calculations to detive current/potential DBE availability when starting from
MBE/WBE availability figures. As with FHWA-funded contracts, Keen Independent did not include
as potential DBEs that MBE/WBEs that had graduated or been denied certification, appeared to
exceed annual revenue limits, or indicated in follow-up ADOT interviews that they were not
interested or did not qualify for certification (or could not be reached).
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Together, removing these three categoties of MBE/WBEs reduced the base figure for FTA-funded
contracts by 8.18 percentage points. Keen Independent did not identify any white male-owned firm
DBE-certified firms in the availability analysis. Therefore, after subtracting 8.18 percentage points for
the above refinements, dollar-weighted availability for current and potential DBEs was 14.64 percent.
Figure 5-10 shows these calculations to determine the base figure for FTA-funded contracts.

Figure 5-10.
Overall dollar-weighted availability estimates for current and
potential DBEs for FTA-funded contracts, October 2013—September 2018

Calculation of base figure FTA

Total MBE/WBE 22.82 %

Less firms that graduated from the DBE Program
or were denied DBE certification in recent years
or exceed revenue thresholds 8.18
or indicated that they were not interested
in DBE certification
or did not have an active account with the
Arizona Corporation Commission

Subtotal 14.64 %

Plus white male-owned DBEs --

Current and potential DBEs 14.64 %

Source:  Keen Independent Research availability analysis.

Base figures based on currently certified DBEs. Keen Independent also determined the base
figures for ADOT FHWA-, FAA- and FTA-funded contracts using only currently certified DBEs.

Keen Independent’s analysis indicates that the availability of current DBEs is 13.76 percent for
ADOT’s FHWA-funded transportation contracts (not including South Mountain Freeway contracts),
12.25 percent for ADOT’s FTA-funded contracts and 15.86 percent for ADOT’s FAA-funded
contracts based on current availability information and analysis of FHWA-, FAA- and FTA-funded
contracts awarded from October 2013 through September 2018. Figure 5-11 provides these figures.

Figure 5-11.

Overall dollar-weighted availability estimates

for current DBEs for ADOT FHWA-, FAA- and FTA-funded
contracts, October 2013-September 2018

FHWA FAA FTA

Current DBEs 13.76 % 15.86 % 12.25 %

Note: FHWA results do not include South Mountain Freeway projects.

Source:  Keen Independent Research availability analysis.
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Additional steps before ADOT determines its overall DBE goals for FHWA-, FAA- and
FTA-funded contracts. ADOT must consider whether to make a “step 2” adjustment to these base
figures as part of determining its overall DBE goals for FHWA-, FAA- and FTA-funded contracts.
Step 2 adjustments can be upward or downward, but there is no requirement for ADOT to make a
step 2 adjustment as long as it can explain the factors considered and why no adjustment was
warranted.

Chapters 9, 10 and 11 discuss factors that ADOT might consider in deciding whether to make step 2
adjustments to the base figures for FHWA-, FAA- and FT'A-funded contracts.
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CHAPTER 6.
Utilization and Disparity Analysis

Keen Independent’s utilization analysis reports the percentage of ADOT transportation contract
dollars going to minority- and women-owned firms. The disparity analysis compares that utilization
with the participation of minority- and women-owned firms that might be expected based on the
availability analysis. (Chapter 5 and Appendix D explain the availability analysis.)

Chapter 6 presents results of the utilization and disparity analysis in the following sections:

A.  Overview of the utilization analysis;
B. MBE/WBE and DBE utilization on ADO'T contracts;

C. Utilization by racial, ethnic and gender group for FHWA-, state-, FAA- and
FT'A-funded contracts;

D. Disparity analysis for ADOT contracts; and

E. Statistical significance of disparity analysis results.

A. Overview of the Utilization Analysis

Keen Independent examined the participation of minority- and women-owned firms on ADOT
transportation contracts from October 2013 through September 2018. In total, Keen Independent’s
utilization analysis included 14,399 contracts totaling $4.2 billion over this time period, including
FHWA-, state-, FAA- and FTA-funded contracts.! Keen Independent’s analysis of these contracts
included more than 11,848 subcontracts.

The study team collected information about ADOT projects as well as work awarded for local
agency projects that use funds administered through ADOT (“LPA” contracts). ADOT’s
state-funded transportation contracts were included in the analysis to be able to examine additional
highway construction, engineering and related contracts that did not include DBE contract goals
(ADOT does not apply this program to any state-funded contracts). Chapter 3 and Appendix C
explain the methods used to collect these data and determine the racial, ethnic and gender ownership
characteristics of individual firms.

Note that ADOT awards work through a variety of contract agreements; to simplify, the utilization
analysis refers to all such work as “contracts.”?

Calculation of “utilization.” The study team measured MBE/WBE “utilization” as the percentage
of prime contract and subcontract dollars awarded to MBE/WBEs during the study period

! Total includes 498 South Mountain Freeway prime contracts and subcontracts for a total of $1.0 billion dollars.

2 Also, prime contractors, not ADOT or local agencies, “award” subcontracts to subcontractors. To streamline the
discussion, ADOT and local agency “award” of contract elements is used here and throughout the report.
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(see Figure 6-1). Keen Independent calculated
MBE/WBE utilization for a group of contracts
by dividing the contract dollars going to
MBE/WBEs by the contract dollars for all
firms.

To avoid double-counting contract dollars and
better gauging utilization of different types of
tirms, Keen Independent based the utilization
of prime contractors on the amount of the
contract retained by the prime contractor after
deducting subcontract amounts. In other
wotds, a $1 million contract that involved
$400,000 in subcontracting only counts as
$600,000 to the prime contractor in the
utilization analysis.

Different results than in ADOT Uniform
Reports of DBE Commitments/Awards and
Payments. USDOT requires agencies such as
ADOT to submit reports about DBE utilization
on its FHWA-funded transportation contracts

Figure 6-1.
Defining and measuring “utilization”

“Utilization” of MBE/WBEs refers to the share of
prime contract and subcontract dollars that an
agency awarded to MBE/WBEs during a particular
time period. Keen Independent measures the
utilization of all MBE/WBEs, regardless of
certification. The study team reports utilization
for firms owned by different racial, ethnic and
gender groups.

Keen Independent measures MBE/WBE utilization
as percentage of total prime contract and
subcontract dollars. For example, if 5 percent of
prime contract and subcontract dollars went to
WABEs during the study period, WBE utilization
would be 5 percent.

Information about MBE/WBE utilization is
instructive on its own, but it is even more useful
when it is compared with the utilization that might
be expected based on the availability of
MBE/WBEs for ADOT work. The study team
presents such comparisons as part of the
“disparity analysis” later in Chapter 6.

twice each year. Keen Independent’s utilization analysis goes beyond what ADOT reports to FHWA,
FAA and FTA. As a result, Keen Independent’s estimates of DBE participation during the study
period differ from the overall DBE participation ADOT reported to FHWA, FAA and FTA over a
similar time period.

= All MBE/WBEs, not just certified DBEs. Per USDOT regulations, ADOT’s Uniform
Reports focus exclusively on certified DBEs. The study team’s analysis includes the
utilization of MBE/WBEs that may have once been DBE-certified and graduated
(ot let their certifications lapse) and the utilization of MBE/WBEs that have never
been DBE-certified. (Keen Independent separately reports DBE utilization.3)

m  All transportation contracts, not just USDOT-funded contracts. Because USDOT
requires ADOT to prepare DBE utilization reports on its USDOT-funded
transportation contracts, ADOT’s Uniform Reports do not include state-funded
contracts unlike Keen Independent’s utilization analysis.

®m  More complete contract information. Through ADOT’s assistance during the
disparity study, and as part of ADOT’s ongoing improvements to its contract data
collection and reporting, the study team was able to analyze more complete data than
ADOT had in its Uniform Reports, especially in earlier part of the study period.

3 Although businesses that are owned and operated by socially and economically disadvantaged white men can become
certified as DBEs, Keen Independent identified no DBE-certified white male-owned businesses that ADOT utilized during
the study petiod. In other words, all DBEs that ADOT utilized during the study petiod were MBE/WBEs. Thus, utilization
results for certified DBEs are a subset of the utilization results for all MBE/WBEs.
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B. MBE/WBE and DBE Utilization on ADOT Contracts

Figure 6-2 presents overall MBE/WBE utilization (as a percentage of total dollars) on ADOT
transportation-related contracts awarded during the study period. Results are for the 14,399 prime
contracts and subcontracts for FHWA-, state-, FAA- and FTA-funded contracts. The datker portion
of the bar presents the utilization of MBE/WBEs that were DBE-certified. The lighter portion of
each bar indicates utilization of minority- and women-owned firms that were not DBE-certified at
the time of those contracts.

Figure 6-2. wu%$
MBE/WBE and DBE share of prime Total MEE/WEE
{including DBE)
contract/subcontract dollars for S0% -
ADOT/LPA FHWA-, state-, FAA- and
FTA-funded transportation a0%
contracts, October 2013—
September 2018 o 30%
1 7%

Notes: 20% .

20% 4 18% 23%
Dark portion of bar is certified DBE utilization.
Includes South Mountain Freeway projects.
Number of contracts/subcontracts analyzed is 10% 4 0%
14,399. 8%

3%

0% . . .

Source: FHWA State FAA FTA

Keen Independent Research from data
on ADOT and LPA contracts,
October 2013-September 2018.

FHWA-funded contracts. Keen Independent examined 12,407 FHWA-funded prime contracts and
subcontracts from October 2013 through September 2018. In total, there was $3.7 billion in contract
dollars for these contracts.* FHWA-funded contracts were the largest portion of ADOT contracts
included in the study.

MBE/WBE:s received $644 million, or 17.5 percent of ADOT FHWA-funded contract dollars
during study period. About $361 million (10%) of contract dollars went to MBE/WBEs that were
DBE-certified during that time period.> Minority- and women-owned firms not certified as DBEs
accounted for $283 million or 7.7 percentage points of the total 17.5 petcent MBE/WBE
participation.

Some of the MBE/WBEs that are not DBE-certified appear that they might be eligible for
certification (see Appendix C). These “potential DBEs” accounted for 5.9 percentage points of total
utilization for FHWA-funded contracts.

4 Note that because ADOT and USDOT treat each contract with any FHWA dollars as “FHWA-funded,” the study team
did so as well (some of the funding on these contracts was state dollars).

5 DBE certified for at least some portion of the study period. Does not include firms first certified as DBEs after
December 2019.
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The percentage of contract dollars going to MBE/WBEs is slightly lower for FHWA-funded
contracts when the South Mountain Freeway project is excluded. Minority- and women-owned firms
received 17 percent of the contract dollars for FHWA-funded transportation contracts during the
study period, of which 9.0 percentages points went to DBEs.

Keen Independent’s results for DBE participation are slightly different from what ADOT indicated
in its Uniform Reports. ADOT reported $2.9 billion in FHWA-funded contracts from October 2013
through September 2018, of which $325 million went to DBEs. (These results are for contract and
subcontract awards.) Based on ADOT reports, DBEs received 11.3 percent of total FHWA-funded
contract dollars.

State-funded contracts. The study team obtained data on 1,524 state-funded transportation
construction and engineering-related prime contracts and subcontracts for October 2013 through
September 2018. These contracts totaled $461 million, about 11 percent of the total dollars examined
in the utilization analysis. Minority- and women-owned firms received 19.8 percent of the contract
dollars for state-funded contracts during the study period, of which about 3 percentage points of
which went to DBEs.

ADOT does not prepare DBE utilization reports for state-funded contracts.

FHWA- and state-funded contracts with and without DBE goals. ADOT set DBE contract

goals on many of its FHWA-funded contracts during the study period and there were some
FHWA-funded contracts that did not have contract goals. None of ADOT’s state-funded
transportation contracts had contract goals. Figure 6-3 compares MBE/WBE patticipation on those
contracts with goals and those without (that were FHWA- or state-funded).

Keen Independent’s analysis shows higher MBE/WBE utilization on contracts with DBE contract
goals than those without contract goals.

®m  About 18 percent of contract dollars went to MBE/WBEs when ADOT set a DBE
contract goal. Of this total, more than one-half of the participation came from
MBE/WBEs that were certified as DBEs.

®m  Without DBE contract goals, MBE/WBE participation was 15 percent (with only
4 percentage points for firms certified as DBEs). ADOT might consider these results
when projecting the amount of DBE participation it can achieve through neutral means
(see Chapter 8).
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Figure 6-3. 100%
MBE/WBE and DBE share of dollars $ Total MBE/WBE
for FHWA-funded contracts with — (including DBE)
DBE contract goals and FHWA- and
state-funded contracts without
contract goals, October 2013—
September 2018

DBE

40% A

30% A
Note:

Dark portion of bar is certified DBE utilization.
20% A 18%

Number of contracts/subcontracts analyzed 15%

is 10,761 with DBE contract goals and

3,170 without contract goals.

) 10% A
Includes South Mountain Freeway contracts. ’ 10%

Source: 0%

Keen Independent Research from data on With goals Without goals

ADOT and LPA FHWA- and state-funded
prime contracts and subcontracts,
October 2013-September 2018.

FAA-funded contracts. The study team identified 147 FAA-funded contracts duting the study
petiod totaling $26 million. About 27 percent of those contract dollars went to MBE/WBEs, with
8 percentage points going to DBEs.

MBE/WBEs not certified as DBEs that might be eligible for cettification were 12 percentage points
of the total participation of minority- and women-owned firms on FAA-funded contract dollars.

The contract data the study team collected appears more comprehensive than what ADOT may have
had for previous reports to FAA. ADOT provided the study team Uniform Reports for FAA-funded
contracts for FFY 2017 through FFY 2019. These Uniform Reports indicated $1.5 million in total
FAA-funded contracts in these years and 8.7 percent participation of certified DBE:s.

FTA-funded contracts. Keen Independent identified $30 million in FTA-funded contracts for the
study period (321 prime contracts and subcontracts). These include $18.7 million in transit services
contracts and $4.2 million for petroleum and fuel purchases. Almost one-third of FTA-funded
contract dollars went to MBE/WBEs (29.5%), with most of those being DBE certified (22.9%). This
relatively high utilization was not because of DBE contract goals as ADOT operated a neutral
program for its FT'A-funded contracts.

For FT'A-funded contracts, MBE/WBEs not certified as DBEs that might be eligible for certification
were 5.5 petcentage points of the total MBE/WBE patticipation.

ADOT provided the study team FFY 2017 through FFY 2019 Uniform Reports for FTA-funded
contracts that indicated about $6.9 million in contracts and 23.2 percent DBE participation (based
on awards).
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C. Utilization by Racial, Ethnic and Gender Group for FHWA-, State-, FAA- and
FTA-Funded Contracts

Keen Independent also separated utilization results by race, ethnicity and gender ownership. The top
portion of each of the following tables examines results for minority- and women-owned firms
regardless of DBE-certification status. The bottom part of each table focuses on dollars going to
certified DBEs and to non-DBEs (including non-DBE firms that are minority- or female-owned).
For each set of contracts, the figures show:

®m  Total number of prime contracts and subcontracts awarded to the group
(e.g., 127 FHWA-funded prime contracts and subcontracts to African American-owned
firms);

®  Combined dollars of prime contracts going to the group (e.g., $11,037,000 to
African American-owned firms); and

®m  The percentage of combined contract dollars for the group (e.g., African American-
owned firms received 0.3 percent of total FHWA-funded contract dollars).

The below tables also describe the results for FHWA- and state-funded contracts with and
without the South Mountain Freeway project. (ADOT set a separate DBE goal for this
project given the magnitude and uniqueness of this project.)

FHWA-funded contracts. Figure 6-4 provides detailed results for FHWA-funded contracts including
South Mountain Freeway contracts. For each MBE/WBE group, most participation was from
businesses not certified as DBEs.

B White women-owned companies received $287 million, about 8 percent of ADOT
FHWA-funded contract dollars.

®m  Hispanic American-owned companies received about 6 percent of FHWA-funded
contract dollars.

®  Native American-owned companies obtained about 2.1 percent of the dollars of
FHWA-funded contracts.

m  Combined, othert MBE/WBE groups received about 1 percent of ADOT
FHWA-funded contract dollars.
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Figure 6-4.

MBE/WBE and DBE share of ADOT/LPA prime contracts and subcontracts for

FHWA-funded contracts including South Mountain Freeway project,

October 2013-September 2018

FHWA
Number of Percent
contracts* $1,000s of dollars
MBE/WBEs
African American-owned 127 S 11,037 03 %
Asian-Pacific American-owned 255 28,594 0.8
Subcontinent Asian American-owned 88 5,211 0.1
Hispanic American-owned 1,453 233,841 6.4
Native American-owned 317 77,738 21
Total MBE 2240 S 356,421 9.7 %
WBE (white women-owned) 2,632 287,574 7.8
Total MBE/WBE 4,872 S 643,995 17.5 %
Total majority-owned 7,535 3,031,094 82.5
Total 12,407 $ 3,675,089 100.0 %
DBEs
African American-owned 56 $ 3,427 0.1 %
Asian-Pacific American-owned 178 21,297 0.6
Subcontinent Asian American-owned 13 1,476 0.0
Hispanic American-owned 771 143,942 3.9
Native American-owned 278 76,582 2.1
Total MBE 1,296 S 246,724 6.7 %
WBE (white women-owned) 1,296 114,491 3.1
Total DBE-certified 2,592 $ 361,215 9.8 %
Non-DBE 9,815 3,313,874 90.2
Total 12,407 $ 3,675,089 100.0 %
Note: *Number of prime contracts and subcontracts.

Numbers rounded to nearest tenth of 1 percent. Numbers may not add to totals due to rounding.

WBE results include $69.8 million for Coffman Specialties.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013-September 2018.
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Figure 6-5 describes the patticipation of MBE/WBE participation on FHWA-funded contracts

excluding the South Mountain Freeway project. Businesses owned by white women and
Hispanic Americans obtained much of the work going to MBE/WBEs. About one-half of
MBE/WBE patticipation was from certified DBEs.

Figure 6-5.

MBE/WBE and DBE share of ADOT/LPA prime contracts and subcontracts for
FHWA-funded contracts excluding South Mountain Freeway project,

October 2013—-September 2018

FHWA excluding South Mountain Freeway

Number of Percent
contracts* $1,000s of dollars
MBE/WBEs
African American-owned 96 7,040 0.3 %
Asian-Pacific American-owned 237 21,650 0.8
Subcontinent Asian American-owned 80 3,743 0.1
Hispanic American-owned 1,338 146,313 5.4
Native American-owned 303 52,041 1.9
Total MBE 2,054 230,788 8.5 %
WBE (white women-owned) 2,554 236,372 8.8
Total MBE/WBE 4,608 467,159 173 %
Total majority-owned 7,301 2,232,916 82.7
Total 11,909 2,700,075 100.0 %
DBEs
African American-owned 45 1,749 0.1 %
Asian-Pacific American-owned 161 15,168 0.6
Subcontinent Asian American-owned 9 149 0.0
Hispanic American-owned 727 86,700 3.2
Native American-owned 266 50,905 1.9
Total MBE 1,208 154,672 5.7 %
WBE (white women-owned) 1,258 88,913 3.3
Total DBE-certified 2,466 243,584 9.0 %
Non-DBE 9,443 2,456,491 91.0
Total 11,909 2,700,075 100.0 %
Note: *Number of prime contracts and subcontracts.

Numbers rounded to nearest tenth of 1 percent. Numbers may not add to totals due to rounding.
Includes $49.9 million for Coffman Specialties counted as a WBE.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013-September 2018.
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State-funded contracts. Figure 6-6 shows that MBE /WBEs received 19.8 percent of contract
dollars on state-funded contracts. Most of the patticipation of MBE/WBEs was from firms not
certified as DBEs. About 3 percent of contract dollars went to DBEs, as shown in the bottom
portion of Figure 6-6. ADOT has not used contract goals on state-funded contracts.

White women-owned firms (10.1%) and Hispanic American-owned firms (7.5%) accounted for most
of the utilization of MBE/WBEs on state-funded contracts. However, Coffman Specialties
accounted for 6.4 percentage points of the participation of WBEs and there is strong indication that
the firm is more correctly categorized as majority-owned.

Figure 6-6.
MBE/WBE and DBE share of ADOT prime contracts and subcontracts for
state-funded contracts, October 2013-September 2018

State
Number of Percent
contracts* $1,000s of dollars
MBE/WBEs
African American-owned 17 S 240 0.1 %
Asian-Pacific American-owned 19 1,830 0.4
Subcontinent Asian American-owned 17 3,711 0.8
Hispanic American-owned 155 34,707 7.5
Native American-owned 24 4,036 0.9
Total MBE 232 $ 44,525 9.7 %
WBE (white women-owned) 214 46,600 10.1
Total MBE/WBE 446 $ 91,125 19.8 %
Total majority-owned 1,078 369,959 80.2
Total 1,524 S 461,084 100.0 %
DBEs
African American-owned 8 S 138 0.0 %
Asian-Pacific American-owned 13 1,816 0.4
Subcontinent Asian American-owned 0 0 0.0
Hispanic American-owned 74 6,003 1.3
Native American-owned 20 3,983 0.9
Total MBE 115 S 11,940 2.6 %
WBE (white women-owned) 105 3,355 0.7
Total DBE-certified 220 $ 15,295 33 %
Non-DBE 1,304 445,789 96.7
Total 1,524 $ 461,084 100.0 %
Note: *Number of prime contracts and subcontracts.

Numbers rounded to nearest tenth of 1 percent. Numbers may not add to totals due to rounding.
Includes $29.6 million for Coffman Specialties counted as WBE.
Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013-September 2018.
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FHWA- and state-funded contracts with and without DBE goals. Figure 6-7 provides detailed
utilization information for FHWA-funded contracts with goals and combined FHWA- and
state-funded contracts without goals. For both sets of contracts, Figure 6-7 shows the number of
prime contracts and subcontracts awarded, contract dollars awarded and the percentage of contract
dollars awarded to different groups of minority- and women-owned companies. Contracts going to
all minority- and women-owned firms, regardless of whether they were DBE-certified, are counted in
the top portion of Figure 6-7. The bottom portion of Figure 6-7 presents racial, ethnic and gender
ownership for DBEs.

By each metric, the greatest participation on both sets of contracts was firms owned by white women
and Hispanic Americans. Of the $3.3 million in FHWA-funded contracts that had DBE contract
goals applied, $273 million (8.3%) went to white women-owned firms, and $219 million (6.6%) went
to Hispanic American-owned firms. About 7 percent of the contract dollars for the $831 million of
FHWA- and state-funded contracts without goals also went to white women-owned businesses, and
$49 million (5.9%) to Hispanic American-owned businesses.

Figure 6-7.
MBE/WBE and DBE share of dollars for contracts with and without DBE contract goals for
FHWA- and state-funded contracts, October 2013-September 2018

FHWA-funded contracts with goals FHWA- and state-funded contracts w/o goals
Number of Percent Number of Percent
procurements* $1,000s of dollars procurements* $1,000s of dollars
MBE/WBEs
African American 118 S 10,976 03 % 26 S 302 0.0 %
Asian-Pacific American-owned 197 22,312 0.7 77 8,111 1.0
Subcontinent Asian American-owned 74 4,946 0.1 31 3,975 0.5
Hispanic American-owned 1,353 219,223 6.6 255 49,326 5.9
Native American-owned 290 76,279 2.3 51 5,495 0.7
Total MBE 2,032 S 333,736 10.1 % 440 S 67,210 8.1 %
WBE (white women-owned) 2,286 273,346 8.3 560 60,828 7.3
Total MBE/WBE 4,318 S 607,082 18.4 % 1,000 $ 128,038 15.4 %
Total majority-owned 6,443 2,697,405 81.6 2,170 703,648 84.6
Total 10,761 $ 3,304,487 100.0 % 3,170 $ 831,686 100.0 %
DBEs
African American 49 S 3,380 0.1% 15 S 185 0.0 %
Asian-Pacific American-owned 142 16,174 0.5 49 6,939 0.8
Subcontinent Asian American-owned 11 1,454 0.0 2 22 0.0
Hispanic American-owned 718 139,797 4.2 127 10,148 1.2
Native American-owned 256 75,141 23 42 5,424 0.7
Total MBE 1,176 S 235,946 7.1 % 235 S 22,719 2.7 %
WBE (white women-owned) 1,105 $ 107,911 33 % 296 $ 9,934 1.2 %
White male-owned DBE 0 0 0.0 0 0 0.0
Total DBE-certified 2,281 $ 343,857 10.4 % 531 $ 32,653 3.9 %
Non-DBE 8,480 2,960,630 89.6 2,639 799,033 96.1
Total 10,761 $ 3,304,487 100.0 % 3,170 $ 831,686 100.0 %
Note: Number of contracts/subcontracts analyzed is 10,761 with DBE contract goals and 3,170 without contract goals.

Includes South Mountain Freeway contracts.
Coffman Specialties is counted as a white women-owned firm.

Source:  Keen Independent Research from data on FHWA- and state-funded prime contracts and subcontracts,
October 2013-September 2018.
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Figure 6-8 presents results counting Coffman Specialties as a majority-owned firm.¢ With this
adjustment, participation of white women-owned businesses decreases from 8.3 percent to

6.2 percent for FHWA-funded contracts that had DBE goals, and from 7.3 percent to 3.8 percent for
FHWA- and state-funded contracts without goals.

Figure 6-8.
MBE/WBE and DBE share of dollars for contracts with and without DBE contract goals for
FHWA- and state-funded contracts, October 2013-September 2018

FHWA-funded contracts with goals FHWA- and state-funded contracts w/o goals
Number of Percent Number of Percent
procurements* $1,000s of dollars procurements* $1,000s of dollars
MBE/WBEs
African American 118 S 10,976 03 % 26 S 302 0.0 %
Asian-Pacific American-owned 197 22,312 0.7 77 8,111 1.0
Subcontinent Asian American-owned 74 4,946 0.1 31 3,975 0.5
Hispanic American-owned 1,353 219,223 6.6 255 49,326 5.9
Native American-owned 290 76,279 2.3 51 5,495 0.7
Total MBE 2,032 S 333,736 10.1 % 440 S 67,210 8.1%
WBE (white women-owned) 2,281 203,589 6.2 558 31,217 3.8
Total MBE/WBE 4,313 $ 537,325 16.3 % 998 $ 98,427 11.8 %
Total majority-owned 6,448 2,767,162 83.7 2,172 733,259 88.2
Total 10,761 $ 3,304,487 100.0 % 3,170 $ 831,686 100.0 %
DBEs
African American 49 S 3,380 0.1% 15 S 185 0.0 %
Asian-Pacific American-owned 142 16,174 0.5 49 6,939 0.8
Subcontinent Asian American-owned 11 1,454 0.0 2 22 0.0
Hispanic American-owned 718 139,797 4.2 127 10,148 1.2
Native American-owned 256 75,141 2.3 42 5,424 0.7
Total MBE 1,176 S 235,946 71 % 235 S 22,719 27 %
WBE (white women-owned) 1,105 S 107,911 33% 296 S 9,934 1.2 %
White male-owned DBE 0 0 0.0 0 0 0.0
Total DBE-certified 2,281 $ 343,857 10.4 % 531 $ 32,653 39%
Non-DBE 8,480 2,960,630 89.6 2,639 799,033 96.1
Total 10,761 $ 3,304,487 100.0 % 3,170 $ 831,686 100.0 %
Note: Number of contracts/subcontracts analyzed is 10,761 with DBE contract goals and 3,170 without contract goals.

Includes South Mountain Freeway contracts.
Coffman Specialties is counted as majority-owned firm.

Source:  Keen Independent Research from data on FHWA- and state-funded prime contracts and subcontracts,
October 2013-September 2018.

6 Coffman Specialties appeats to have once been WBE-cettified in California in the 1990s but was denied DBE certification
in Arizona due to issues concerning ownership and control of the firm. Therefore, it might be appropriate to examine
utilization without this company included as a WBE.
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FAA-funded contracts. Keen Independent examined 147 FAA-funded contracts and subcontracts at
Grand Canyon National Park Airport. Figure 6-9 includes results for those FAA-funded contracts.
MBE utilization was 7.7 percent and WBE utilization was 19.3 percent of FAA-funded contract
dollars during the study period. (ADOT did not use DBE contract goals on these projects.)

FTA-funded contracts. MBE /WBEs patticipation accounted for almost 30 percent of utilization on
FTA-funded prime contracts and subcontracts. White women-owned firms obtained 25 percent of
total FT'A-funded contract dollars and MBEs received about 5 percent of those contract dollars.

(As with FAA-funded contracts, ADOT did not set DBE contract goals on FTA-funded contracts.)

Figure 6-9.
MBE/WBE and DBE share of ADOT/LPA prime contract and subcontract dollars for
FAA- and FTA-funded contracts, October 2013—-September 2018

FAA FTA
Number of Percent Number of Percent
contracts* $1,000s of dollars contracts* $1,000s of dollars
MBE/WBEs
African American-owned 2 S 751 29 % 1 S 48 02 %
Asian-Pacific American-owned 1 39 0.2 0 0 0.0
Subcontinent Asian American-owned 0 0 0.0 1 1 0.0
Hispanic American-owned 14 1,200 4.6 12 1,301 4.3
Native American-owned 1 13 0.1 6 15 0.0
Total MBE 18 $ 2,004 77 % 20 $ 1,364 4.5 %
WBE (white women-owned) 23 5,033 19.3 35 7,664 25.1
Total MBE/WBE 41 $ 7,037 27.0 % 55 $ 9,028 29.5 %
Total majority-owned 106 19,042 73.0 266 21,553 70.5
Total 147 $ 26,079 100.0 % 321 $ 30,581 100.0 %
DBEs
African American-owned 2 S 751 2.9 % 1 S 7 0.0 %
Asian-Pacific American-owned 1 39 0.2 0 0 0.0
Subcontinent Asian American-owned 0 0 0.0 1 1 0.0
Hispanic American-owned 4 966 3.7 0 0 0.0
Native American-owned 1 13 0.1 0 0 0.0
Total MBE 8 $ 1,769 6.8 % 2 $ 7 0.0 %
WBE (white women-owned) 7 244 0.9 26 7,007 22.9
Total DBE-certified 15 $ 2,013 7.7 % 28 7,014 229 %
Non-DBE 132 24,066 92.3 293 23,567 77.1
Total 147 $ 26,079 100.0 % 321 30,581 100.0 %
Note: *Number of prime contracts and subcontracts.

Numbers rounded to nearest tenth of 1 percent. Numbers may not add to totals due to rounding.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013—-September 2018.
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D. Disparity Analysis for ADOT Contracts

To conduct the disparity analysis, Keen Independent compared the actual utilization of MBE/WBEs
on ADOT transportation prime contracts and subcontracts with the percentage of contract dollars
that MBE/WBEs might be expected to receive based on their availability for that work. (Availability
is also referred to as the “utilization benchmark.”) Keen Independent made those comparisons for

individual MBE/WBE groups. Chapter 5 explains how the study team developed benchmarks from

the availability data.

Keen Independent expressed both utilization
and availability as percentages of the total
dollars associated with a particular set of
contracts, making them directly comparable
(e.g., 5% utilization compared with

4% availability).

Keen Independent then calculated a “disparity
index” to help compare utilization and availability
results among MBE/WBE groups and across
different sets of contracts. Figure 6-10 describes
how Keen Independent calculated disparity
indices.

®m A disparity index of 100 indicates an exact
match between actual utilization and what
might be expected based on MBE/WBE
availability for a specific set of contracts
(often referred to as “parity”).

m A disparity index of less than 100 may
indicate a disparity between utilization and
availability, and disparities less than 80 are
described as “substantial” in this report.”

Figure 6-10.
Calculation of disparity indices

The disparity index provides a straightforward way of
assessing how closely actual utilization of an
MBE/WBE group matches what might be expected
based on its availability for a specific set of contracts.
With the disparity index, one can directly compare
results for one group to that of another group, and
across different sets of contracts. Disparity indices
are calculated using the following formula:

% actual utilization x 100
% availability

For example, if actual utilization of MBEs on a set

of ADOT contracts was 2 percent and the availability
of MBEs for those contracts was 4 percent, then

the disparity index would be 2 percent divided by

4 percent, which would then be multiplied by 100 to
equal 50. In this example, MBEs would have actually
received 50 cents of every dollar that they might be
expected to receive based on their availability for
the work.

7 Some courts deem a disparity index below 80 as being “substantial” and have accepted it as evidence of adverse impacts
against MBE/WBEs. For example, see Associated General Contractors of America, San Diego Chapter, Inc. v. California Department of
Transportation, et al., __F.3d __, 2013 WL 1607239 (9 Cir. April 16, 2013).; Rothe Develgpment Corp v. U.S. Dept of Defense,

545 F.3d 1023, 1041; Englg Contractors Ass’n of South Florida, Inc. v. Metropolitan Dade Connty, 122 F.3d at 914, 923 (11th Circuit
1997); Concrete Works of Colo., Inc. v. City and County of Denver, 36 F.3d 1513, 1524 (10th Cir. 1994). Also see Appendix B for

additional discussion.
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Results for MBE/WBEs on FHWA-funded contracts. For FHWA-funded contracts for the study
period, the 9.70 percent participation of minority-owned firms was about one-half of what might be
expected from the analysis of relative MBE availability for these contracts (20.29%). The disparity
index for MBEs overall was 48, indicating a substantial disparity (9.70% =+ 20.29 multiplied by 100).

There were disparities between the utilization and availability of each group of minority-owned firms
except for Hispanic American-owned businesses (see Figure 6-11).

Utilization of WBEs (7.82%) exceeded availability for these contracts (5.33%). Note that many
FHWA-funded contracts had DBE contract goals, which may have increased MBE/WBE
participation. Even with the goals, there was still a disparity between overall utilization of
MBE/WBEs (17.52%) and MBE/WBE availability for those contracts (25.62%).

Figure 6-11.
MBE utilization and availability for FHWA-funded contracts,
October 2013-September 2018

Disparity
Utilization Availability index
African American-owned 0.30 % 2.15 % 14
Asian-Pacific American-owned 0.78 3.83 20
Subcontinent Asian American-owned 0.14 0.55 26
Hispanic American-owned 6.36 5.75 111
Native American-owned 2.12 8.02 26
Total MBE 9.70 % 20.29 % 48
WBE (white women-owned) 7.82 5.33 147
Total MBE/WBE 17.52 % 25.62 % 68
Total majority-owned 82.48 74.38 111
Total firms 100.00 % 100.00 %
Note: Number of contracts/subcontracts analyzed is 12,407.

Includes South Mountain Freeway projects.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013—-September 2018.
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Results for MBE/WBEs on state-funded contracts. Figure 6-12 examines utilization and availability
for state-funded contracts. In this case, utilization was substantially below availability for

African American-, Asian-Pacific American- and Native American-owned companies. Although still
less than 1 percent of all state-funded contract dollars, utilization of Subcontinent Asian American-
owned firms was more than what might be expected from the availability analysis (0.66%0). Utilization
of Hispanic American-owned companies was about what might be expected from the availability
analysis. (The following page further explores results that combine state-funded contracts and those
FHWA-funded contracts without contract goals.)

As discussed previously in this chapter, the relatively high utilization of WBEs on state-funded
contracts (10.11%) is because this table includes Coffman Specialties as a white woman-owned firm.
If this firm were included in the results for majority-owned businesses, utilization of WBEs would be
only 4 percent of ADOT state-funded contract dollars and there would be a disparity for white
women-owned firms.8 (Chapter 7 further examines results for WBEs, including analyses where this
firm is counted as a majority-owned company.)

Figure 6-12.
MBE utilization and availability for state-funded contracts,
October 2013—-September 2018

Disparity
Utilization Availability index
African American-owned 0.05 % 3.17 % 2
Asian-Pacific American-owned 0.40 4.84 8
Subcontinent Asian American-owned 0.80 0.66 122
Hispanic American-owned 7.53 7.77 97
Native American-owned 0.88 7.08 12
Total MBE 9.66 % 23.53 % 41
WBE (white women-owned) 10.11 8.90 114
Total MBE/WBE 19.76 % 32.43 % 61
Total majority-owned 80.24 67.57 119
Total firms 100.00 % 100.00 %
Note: Number of contracts/subcontracts analyzed is 1,524.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013-September 2018.

8 It is also important to note that Coffman Specialties declined to respond to the availability survey when contacted. If the
firm has responded, availability of WBEs would be higher than shown for both FHWA- and state-funded contracts.
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Results for MBE/WBEs on FHWA- and state-funded contracts with and without DBE goals.
Figure 6-13 compares utilization and availability of minority- and women-owned businesses for
FHWA-funded contracts with and without DBE contract goals counting Coffman Specialties as a
white women-owned firm.

For FHWA-funded contracts with DBE goals, there were substantial disparities between the
utilization and availability of each minority-owned firms except for Hispanic American- and
women-owned businesses.

For FHWA- and state-funded contracts without DBE goals, there were substantial disparities for
each of the minority firms. There was also a disparity in the utilization and availability of white
women-owned firms.

Figure 6-13.
MBE/WBE utilization and availability with and without DBE contract goals for
FHWA- and state-funded contracts by specific racial groups, October 2013-September 2018

With goals Without goals
Disparity Disparity
Utilization Availability index Utilization Availability index

MBE/WBEs
African American-owned 0.33 % 1.68 % 20 0.04 % 4.57 % 1
Asian-Pacific American-owned 0.68 3.97 17 0.98 3.81 26
Subcontinent Asian American-owned 0.15 0.42 36 0.48 1.11 43
Hispanic American-owned 6.63 5.46 122 5.93 8.01 74
Native American-owned 2.31 7.91 29 0.66 7.93 8

Total MBE 10.10 % 19.44 % 52 8.08 % 25.43 % 32
WBE (white women-owned) 8.27 5.19 159 7.31 7.88 93

Total MBE/WBE 18.37 % 24.63 % 75 15.39 % 3331 % 46
Total majority-owned 81.63 75.37 108 84.61 66.69 127

Total 100.00 % 100.00 % 100.00 % 100.00 %

Note: Number of contracts/subcontracts analyzed is 10,761 with DBE contract goals and 3,170 without contract goals.

Includes South Mountain Freeway contracts.
Coffman Specialties is counted as a white women-owned firm.

Source:  Keen Independent Research from data on FHWA- and state-funded prime contracts and subcontracts,
October 2013-September 2018.
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Figure 6-14 compares utilization and availability of minority- and women-owned businesses for
FHWA-funded contracts with and without DBE contract goals and counting Coffman Specialties as
a majority-owned firm.

When DBE goals were not applied to FHWA- and state-funded contracts, there were substantial
disparities for each group of MBEs and for white women-owned firms. These results provide the
most instructive indication of whether there would be disparities for minority- and women-owned
tirms on ADOT FHWA-funded contracts overall if it did not use DBE contract goals.

Figure 6-14.
MBE/WBE utilization and availability with and without DBE contract goals for
FHWA- and state-funded contracts by specific racial groups, October 2013-September 2018

With goals Without goals
Disparity Disparity
Utilization Availability index Utilization Availability index

MBE/WBEs
African American-owned 0.33 % 1.68 % 20 0.04 % 457 % 1
Asian-Pacific American-owned 0.68 3.97 17 0.98 3.81 26
Subcontinent Asian American-owned 0.15 0.42 36 0.48 1.11 43
Hispanic American-owned 6.63 5.46 122 5.93 8.01 74
Native American-owned 2.31 7.91 29 0.66 7.93 8

Total MBE 10.10 % 19.44 % 52 8.08 % 25.43 % 32
WBE (white women-owned) 6.16 5.19 119 3.75 7.88 48

Total MBE/WBE 16.26 % 24.63 % 66 11.83 % 3331 % 36
Total majority-owned 83.74 75.37 111 88.17 66.69 132

Total 100.00 % 100.00 % 100.00 % 100.00 %

Note: Number of contracts/subcontracts analyzed is 10,761 with DBE contract goals and 3,170 without contract goals.

Includes South Mountain Freeway contracts.
Coffman Specialties is counted as a majority-owned firm.

Source:  Keen Independent Research from data on FHWA- and state-funded prime contracts and subcontracts,
October 2013-September 2018.

Results for MBE/WBEs on FAA-funded contracts. MBEs received 7.68 percent of FAA-funded
contracts, less than the 22.9 percent that might be expected based on the availability analysis for
these contracts (see Figure 6-15). There were disparities for each MBE group, and except for
African American-owned firms, each disparity was substantial. However, 19 percent of FAA-funded
contract dollars went to WBEs, almost twice the participation indicated from the availability analysis.
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Figure 6-15.
MBE and WBE utilization and availability for FAA-funded contracts,
October 2013—-September 2018

Disparity
Utilization Availability index
African American-owned 2.88 % 3.36 % 86
Asian-Pacific American-owned 0.15 4.88 3
Subcontinent Asian American-owned 0.00 1.42 0
Hispanic American-owned 4.60 7.86 59
Native American-owned 0.05 5.47 1
Total MBE 7.68 % 22.99 % 33
WBE (white women-owned) 19.30 9.56 202
Total MBE/WBE 26.98 % 32.55 % 83
Total majority-owned 73.02 67.45 108
Total firms 100.00 % 100.00 %
Note: Number of contracts/subcontracts analyzed is 147.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013-September 2018.

Results for MBE/WBEs on FTA-funded contracts. MBEs only received 4.46 percent of
FTA-funded contracts, less than what might be expected based on the availability analysis for MBEs
for these contracts (10.84%). There were substantial disparities for all minority groups. White
women-owned firms received 25 percent of contract dollars, higher than the 12 percent that might
be expected based on the availability analysis for FTA-funded contracts (see Figure 6-16).

Figure 6-16.
MBE and WBE utilization and availability for FTA-funded contracts,
October 2013—-September 2018

Disparity
Utilization Availability index
Business ownership
African American-owned 0.16 % 1.78 % 9
Asian-Pacific American-owned 0.00 0.53 0
Subcontinent Asian American-owned 0.00 0.76 0
Hispanic American-owned 4.25 6.75 63
Native American-owned 0.05 1.02 5
Total MBE 4.46 % 10.84 % 41
WBE (white women-owned) 25.06 11.99 209
Total MBE/WBE 29.52 % 22.83 % 129
Total majority-owned 70.48 77.17 91
Total firms 100.00 % 100.00 %
Note: Number of contracts/subcontracts analyzed is 321.

Source:  Keen Independent Research from data on ADOT and LPA contracts, October 2013—-September 2018.

KEEN INDEPENDENT RESEARCH — 2020 ADOT DISPARITY STUDY CHAPTER 6, PAGE 18



E. Statistical Significance of Disparity Analysis Results

Testing for statistical significance relates to
testing the degree to which a researcher can
reject “random chance” as an explanation for any
observed differences.

Random chance in data sampling is the factor
that researchers consider most in determining
the statistical significance of results. However,
the study team attempted to contact every firm
in the relevant geographic market area identified
as possibly doing business within relevant
subindustries (as described in Chapter 5),
mitigating many of the concerns associated with
random chance in data sampling as they may
relate to Keen Independent’s availability analysis.
The utilization analysis also approaches a
“population” of contracts. Therefore, one might
consider any disparity identified when comparing
overall utilization with availability to be
“statistically significant.”

Figure 6-17 explains the high level of statistical
confidence in the utilization and availability
results. As outlined on the next page, the study
team also used a sophisticated statistical
simulation tool to further examine statistical
significance of disparity results.
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Figure 6-17.
Confidence intervals for availability and
utilization measures

As described in Appendix D, Keen Independent
successfully reached 4,859 business establishments
in the availability survey, a number of completed
surveys that might considered large enough to

be treated as a “population,” not a sample.
However, if the results are treated as a sample, the
reported 23.0 percent representation of MBEs
among all available firms is accurate within about
+/- 0.9 percentage points. The level of accuracy
for WBEs is similar (+/- 0.8 of the overall figure of
16.8 percent). By comparison, many survey results
for proportions reported in the popular press

are accurate within +/- 5 percentage points.

(Keen Independent applied a 95 percent
confidence level and the finite population
correction factor when determining these
confidence intervals.)

Keen Independent attempted to collect data for all
relevant ADOT and LPA Program transportation
construction and engineering-related contracts
during the study period and no confidence interval
calculation applies for the utilization results.
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Monte Carlo analysis. There were many
opportunities in the sets of prime contracts and
subcontracts for MBE/WBE:s to be awarded work.
Some contract elements involved large dollar
amounts and others involved only a few thousand
dollars.

Monte Carlo analysis was a useful tool for the study
team to use for statistical significance testing in the
disparity study, because there were many individual
chances at winning ADOT and local agency
transportation prime contracts and subcontracts
during the study period, each with a different
payoff. Figure 6-18 describes Keen Independent’s
use of Monte Carlo analysis.

Results. Figure 6-19 on the following page presents
the Monte Carlo results for MBEs by contract
funding type.

For FHWA-funded contracts, the Monte Catlo
simulations did not replicate the disparities for
MBE:s in any of the 10,000 simulation runs.
Therefore, one can be confident that chance in
contract and subcontract award can be rejected as
an explanation for the observed disparity for
minority-owned businesses in FHWA-funded
contracts. Similatly, chance cannot explain the
utilization of MBEs on state- or FAA-funded
contracts.

Monte Carlo analysis for FTA-funded contracts
simulated utilization in 1 percent of the simulation

Figure 6-18.
Monte Carlo analysis

The study team began the Monte Carlo analysis by
examining individual contract elements. For each
contract element, Keen Independent’s availability
database provided information on individual
businesses that were available for that contract
element, based on type of work, contractor role,
contract size and location of the work.

The study team assumed that each available firm had
an equal chance of “receiving” that contract element.
For example, the odds of an MBE receiving that
contract element were equal to the number of MBEs
available for the contract element divided by the total
number of firms available for the contract. The Monte
Carlo simulation then randomly chose a business from
the pool of available businesses to “receive” that
contract element.

The Monte Carlo simulation repeated the above
process for all other elements in a particular set of
contracts. The output of a single Monte Carlo
simulation for all contract elements in the set
represented simulated utilization of MBEs for that set
of contract elements.

The entire Monte Carlo simulation was then
repeated 10,000 times. The combined output from
all 10,000 simulations represented a probability
distribution of the overall utilization of MBEs if
contracts were awarded randomly based on the
availability of businesses working in the Arizona
transportation contracting industry.

runs, which is also so small that chance can be rejected as a possible explanation for the utilization

of MBEs on FTA-funded contracts.

In addition, Figure 6-20 on the following page presents the Monte Carlo results for MBEs and
WBE:s, respectively, for FHWA- and state-funded contracts without goals.

It is important to note that this test may not be necessary to establish statistical significance of results

(see discussion in Figure 6-18 and elsewhere in this Chapter), and it may not be appropriate for very

small populations of firms.°

9 Even if there were zero utilization of a particular group, Monte Carlo simulation might not reject chance in contract
awards as an explanation for that result if there were a small number of firms in that group or a small number of contract
elements included in the analysis. Results can also be affected by the size distribution of prime contracts and subcontracts.
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Figure 6-19.
Monte Carlo results for MBEs by contract funding type, October 2013-September 2018

FHWA-funded  State-funded FTA-funded FAA-funded

Disparity index 438 41 41 33
Utilization 9.7 % 9.7 % 4.5 % 7.7 %
Number of simulations less than 0 0 100 82
or equal to observed utilization

Percentage of simulations less than 0.0 % 0.0 % 1.0 % 0.8 %
or equal to observed utilization

Reject chance as an explanation Yes Yes Yes Yes

Note: FHWA results include South Mountain Freeway contracts.

Source:  Keen Independent Research from data on FHWA-, state-, FAA- and FTA-funded contracts,
October 2013-September 2018.

Statistical significance of results for FHWA- and state-funded contracts without goals.

Similar to the analyses discussed above, Keen Independent prepared Monte Carlo simulations for
FHWA- and state-funded contracts without goals. One can reject chance in the procurement process
for MBEs. If Coffman Specialties is counted as a majority-owned company, chance in the
procurement process can be rejected as a cause of the disparity for WBEs as well. Figure 6-20

provides those results

Figure 6-20.
Monte Carlo results for MBE and WBE utilization on FHWA- and
state-funded contracts without goals, October 2013-September 2018

MBEs WBEs

Disparity index 32 48

Utilization 8.1% 3.8 %

Number of simulations less than

or equal to observed utilization 0 2

Percentage of simulations less than

or equal to observed utilization 0.0 % 0.0 %

Reject chance as an explanation Yes Yes
Note:  FHWA results include South Mountain Freeway contracts.

Coffman Specialties is categorized as majority-owned.

Source:  Keen Independent Research from data on FHWA- and state-funded contracts,
October 2013-September 2018.
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CHAPTER 7.
Further Exploration of MBE/WBE and DBE Utilization on
FHWA- and State-funded Contracts

Building upon the analysis presented in Chapter 6, Keen Independent further examined the
utilization of minority- and women-owned firms for different types and locations of ADOT
contracts. Chapter 7 also reports participation of DBEs.! Results focus on FHWA- and state-funded
contracts as the work involved in these two sets of contracts are similar and account for 99 percent
of the dollars in the disparity study. Unless otherwise specified, results combine ADOT and LPA
contracts.

Chapter 7 examines MBE/WBE and DBE utilization on FHWA- and state-funded contracts for
different subsets of contracts:

Construction and engineering contracts;
ADOT contracts and LPA contracts;
October 2013—-September 2015 and October 2015—-September 2018 time periods;

Northern, Central and Southern regions;

@™o o %

Prime contracts and subcontracts;

Part F builds on the analysis of MBE/WBE and DBE participation on prime contracts to assess
whether there ate bartiers to MBE/WBE patticipation on ADOT construction contracts.
Keen Independent presents analyses of case studies of MBE/WBE bidding on a sample of contracts.

Part G provides similar information for ADOT engineering contracts.

Part H of Chapter 7 analyzes ADOT’s operation of the Federal DBE Program for FHWA-funded
contracts, including examination of any overconcentration of DBE participation by type of work.
The study team also identifies the DBEs during the study period that obtained the most work.

Part I summarizes results, including whether any results from the disparity analysis presented in
Chapter 6 vary across the subsets of contracts considered in Chapter 7.

! Keen Independent calculated DBE participation on ADOT contracts using a somewhat different method than ADOT
did in its Uniform Reports. DBE participation reported in this disparity study pertains to utilization of firms certified by
DBE:s at any point during the study period. ADOT calculates DBE participation for firms certified as DBEs at the time of
specific contracts. That is one reason Keen Independent calculations of DBE participation are slightly higher than what is
reported for commitments/awards in ADOT’s Uniform Reports.
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A. Construction and Engineering Contracts

Keen Independent analyzed whether there were differences in overall MBE/WBE participation for
different types, sizes and locations of FHWA- and state-funded contracts, as shown in the following
tables. These results exclude South Mountain Freeway due to the large size and unique nature of this

project.

Figure 7-1 presents MBE/WBE participation for construction contracts and engineering contracts.
Overall MBE/WBE participation was higher on engineering contracts (about 27%) than
construction contracts (17%). Participation of DBEs was also slightly higher on engineering

contracts (11%).

Figure 7-1.

MBE/WBE and DBE share of dollars
for FHWA- and state-funded
construction and engineering
contracts, October 2013—-September
2018

Note:
Dark portion of bar is certified DBE utilization.

Number of contracts/subcontracts analyzed is
9,045 for construction and 3,899 for
engineering.

Does not include South Mountain Freeway
contracts.

Source:

Keen Independent Research from data on
ADOT and LPA FHWA- and state-funded
prime contracts and subcontracts,
October 2013-September 2018.
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B. Utilization in ADOT Contracts and Local Public Agency Contracts

Most of the FHWA- and state-funded transportation contracts examined in this disparity study were
for ADOT projects ($2.9 billion out of the $3.2 billion in contract dollars analyzed). Other contracts
totaling $0.2 billion are for local public agencies (LPAs). Keen Independent researched whether local
public agency projects had a similar level of MBE/WBE and DBE patticipation as ADOT projects.
(Note that eight large cities and counties bid and award their own LPA contracts, but ADOT handles
LPA contracts on behalf of smaller public agencies.)

As shown in Figure 7-2, DBE participation on ADOT contracts was slightly lower (8%) than in LPA
contracts (9%). Overall MBE/WBE utilization was higher on LPA projects (30%) than on ADOT

projects (17%).

Figure 7-2.

MBE/WBE and DBE share of dollars
for FHWA- and state-funded ADOT
and LPA projects, October 2013—
September 2018

Note:
Dark portion of bar is certified DBE utilization.

Number of contracts/subcontracts analyzed is
11,711 for ADOT contracts and 1,722 for LPA
contracts.

Does not include South Mountain Freeway
contracts.

Source:

Keen Independent Research from data on
ADOT and LPA FHWA- and state-funded
prime contracts and subcontracts,
October 2013-September 2018.
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C. Utilization in October 2013—-September 2015 and October 2015-September 2018

Time Periods

Keen Independent analyzed whether overall MBE/WBE patticipation changed between the first two
years and the last three years of the study period. As shown in Figure 7-3, MBE/WBE patticipation

was slightly higher on contracts from October 2015 through September 2018 than on contracts from
October 2013 through September 2015. The percentage DBE participation was higher for
September 2015 to October 2018 contracts (9%) than earlier contracts (7%).

Figure 7-3.

MBE/WBE and DBE share of dollars
for FHWA- and state-funded
contracts awarded October 2013—
September 2015; and

October 2015—-September 2018

Note:
Dark portion of bar is certified DBE utilization.

Number of contracts/subcontracts analyzed is
6,076 for October 2013-September 2015 and
7,357 for October 2015-September 2018.

Does not include South Mountain contracts.

Source:

Keen Independent Research from data on
ADOT and LPA FHWA- and state-funded
prime contracts and subcontracts,
October 2013-September 2018.
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D. Utilization in Northern, Central and Southern Regions

Figure 7-4 shows that utilization of minority- and women-owned firms was highest in Central
Arizona at 21 percent compared to 14 percent in the Southern Arizona and Northern Arizona
(results do not include South Mountain Freeway). However, DBE utilization was similar across the

regions (8%).

Figure 7-4.

MBE/WBE and DBE share of dollars
for FHWA- and state-funded
contracts in Northern, Central and
Southern regions

Note:
Dark portion of bar is certified DBE utilization.

Number of contracts/subcontracts analyzed is
6,974 for Central Arizona, 3,227 for Southern
Arizona and 4,467 Northern Arizona.

Does not include South Mountain contracts.

Source:

Keen Independent Research from data on
ADOT and LPA FHWA- and state-funded
prime contracts and subcontracts,
October 2013-September 2018.
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E. Utilization in Prime Contracts and Subcontracts

Figure 7-5 shows that MBE/WBEs obtained about 35 percent of ADOT subcontract dollars on
FHWA- and state-funded contracts, with DBEs accounting for about two-thirds of this amount

(23 percentage points).

MBE/WBE:s received 9 percent of prime contract dollars.2 Only 1 percent of prime contract dollars

went to certified DBEs.

Figure 7-5.

MBE/WBE and DBE share of dollars
for FHWA- and state-funded prime
contracts and subcontracts

Note:
Dark portion of bar is certified DBE utilization.

Number of prime contracts analyzed is 2,224.
Number of subcontracts analyzed is 11,209.

Does not include South Mountain contracts.

Source:

Keen Independent Research from data on
ADOT and LPA FHWA- and state-funded
prime contracts and subcontracts,
October 2013-September 2018.
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2'The study team analyzed dollars going to prime contractors based on amounts retained by prime contractors after

subtracting the value of subcontracts.
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Keen Independent also analyzed MBE/WBE and DBE participation on large and small prime
contracts during the October 2013 through September 2018 study period:

m  MBE/WBEs received 9.2 percent of prime contract dollars on large contracts
($100,000 ot more); and

B On small contracts, 25.6 percent of prime contract dollars went to minority- and
women-owned firms.

Figure 7-6.
MBE/WBE and DBE share of dollars for FHWA- and state-funded prime contracts
by size of contract, October 2013 through September 2018

FHWA- and state-funded large prime contracts FHWA- and state-funded small prime contracts
Number of Percent Number of Percent
procurements* $1,000s of dollars procurements* $1,000s of dollars
MBE/WBEs
African American 2 S 0 0.0 % 1 S 0 0.0 %
Asian-Pacific American-owned 14 13,838 0.7 13 713 31
Subcontinent Asian American-owned 6 3,611 0.2 13 348 i35
Hispanic American-owned 77 63,034 3.0 36 1,326 5.8
Native American-owned 2 570 0.0 4 266 1.2
Total MBE 101 S 81,054 38 % 67 S 2,653 11.6 %
WBE (white women-owned) 114 113,047 5.3 114 3,214 14.0
Total MBE/WBE 215 S 194,101 9.2 % 181 S 5,867 25.6 %
Total majority-owned 1,194 1,925,046 90.8 634 17,061 74.4
Total 1,409 $ 2,119,147 100.0 % 815 $ 22,928 100.0 %
DBEs
African American 0 S 0 0.0 % 1 S 0 0.0 %
Asian-Pacific American-owned 9 9,888 0.5 6 395 17
Subcontinent Asian American-owned 0 0 0.0 5 127 0.6
Hispanic American-owned 13 3,722 0.2 21 461 2.0
Native American-owned 2 570 0.0 4 266 1.2
Total MBE 24 S 14,180 0.7 % 37 S 1,249 5.4 %
WBE (white women-owned) 26 $ 3,810 0.2 % 65 $ 1,725 7.5 %
White male-owned DBE 0 0 0.0 0 0 0.0
Total DBE-certified 50 $ 17,991 0.8 % 102 $ 2974 13.0 %
Non-DBE 1,359 2,101,157 99.2 713 19,954 87.0
Total 1,409 $ 2,119,147 100.0 % 815 $ 22,928 100.0 %
Note: Number of contracts/subcontracts analyzed is 1,409 large prime contracts and 815 small prime contracts.

Does not include South Mountain Freeway contracts.
Coffman Specialties is counted as a white women-owned firm.

Source:  Keen Independent Research from data on FHWA- and state-funded prime contracts and subcontracts,
October 2013-September 2018.
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F. Analysis of Potential Barriers to MBE/WBE/DBE Participation in ADOT
Construction Prime Contracts

Keen Independent analyzed participation of minority- and women-owned firms as prime contractors
on ADOT construction contracts during the October 2013 through September 2018 study period.

Utilization of MBE/WBEs and DBEs as prime contractors on ADOT construction contracts.
Minority- and women-owned firms won 137 or 15 percent of the 929 FHWA- and state-funded
construction prime contracts during the study petiod. Because MBE/WBEs won smaller contracts,
on average, MBE/WBEs only received 7.6 petcent of construction prime contract dollars, or

$132 million out of $1.7 billion of the dollars retained by prime contractors (i.e., not subcontracted).

DBEs won 11 construction prime contracts totaling $750,000 during the study period (0.04% of the
total dollars).

ADOT bid process for construction contracts. ADOT awards construction contracts to low
bidders (that are deemed responsive and responsible). It is possible that some aspects of the bidding
process present barriers to small business participation as prime contractors, including for
MBE/WBE:s.

Keen Independent examined ADOT requirements for bidding on its construction contracts,
processes for notifying potential bidders of construction contract opportunities, and methods for
selecting a prime contractor to perform the work in order to explore this possibility.

State code. Arizona Revised Statutes Title 34 and Arizona Administrative Code Title 17 govern
public construction and services ancillary to that mission, such as consulting. ADOT follows these
requirements and other state law pertaining to public works contracts in its contracting practices.

Bonding. Bid, payment and performance bonds ate required under Arizona state law for public
works contracts. (Bid bonds are required to be 10 percent of the proposed bid.) In-depth interviews
with business owners and managers and the results of the availability interviews with Arizona
businesses identified bonding as a barrier for small businesses (see Chapter 4 and Appendix J).

Advertisement of invitations to bid. Public bidding of ADOT construction contracts is generally
required by Arizona state law. ADOT advertises construction contract bid opportunities on its
website. Private bid services such as BidExpress may also provide information on ADOT contracts
that are available to bid.

It does not appear difficult to learn of ADOT contract opportunities if potential bidders are familiar
with ADOT’s process for communicating those opportunities. However, when surveyed, WBEs
were much more likely than majority-owned firms to report difficulties learning about ADOT bid
opportunities (and local agency bid opportunities).
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Bid process. Firms seeking to bid on ADOT construction prime contracts follow the process below:

B The firm must be prequalified for ADOT projects, and for a project of the appropriate
size;
B The firm must obtain project and bidding materials from ADOT; and

B The firm must submit a bid, typically through ADOT’s electronic bidding system.
Prequalification is discussed below.

Prequalification requirement for construction prime contractors. Any firm wishing to bid as a
prime contractor on an ADOT construction project must first be prequalified (unless waived by
ADOT). To become prequalified, a firm must submit a prequalification application, which is assessed
by a Contractor Prequalification Board comprised of ADOT employees.

The prequalification application requires:

m  General information about the firm;

® A financial statement from a public accountant;

B A statement of experience containing details of completed projects;

®  Company licenses;

® A table of construction equipment owned or controlled by the company; and

m  Other information about the company.

Applications for prequalification must be submitted at least 15 calendar days prior to the bid opening
date of a project a contractor wishes to bid to allow time for their prequalification application to be
reviewed and either approved or denied. Once approved, prequalification is valid for fifteen months
from the date of the submitted financial statement.

Should the Contractor Prequalification Board approve a firm’s prequalification application, it then set
a prequalification limit — the dollar limitation of each contract, based on the Department’s estimate
of contract value, for which a contractor may submit a proposal to the Department.

Prequalification limits are determined based on:

B The contents and nature of the submitted financial statement, including net worth (and
whether the company’s financial statements have been reviewed or whether they have
been examined by its independent accountant);

®m  The amount of experience the firm has with transportation construction for public
agencies;
®m  Experience with ADOT;

®  Additional assets pledged in behalf of a contractor or letters from a contractot’s surety
company;

®  Any past unsatisfactory work performance record with ADOT or defaults on a
previous contract with any public agency; and

m  Other information in the prequalification application that the Board deems relevant.
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Terms such as “unknown firm” [to ADOT] and “known firm” [to ADOT] are used in the
prequalification rules because Arizona Administrative Code R17-3-202 gives preference in
prequalification limits to firms that have completed a construction contract for ADOT in the past
five years. (If so, the firm might be given a prequalification limit up to twice as high as firms that
have not.) The factor that considers past experience with ADOT may perpetuate advantages to firms
that have been successful in obtaining ADOT construction contracts in the past.

Analysis of bids on ADOT construction contracts. Keen Independent analyzed bid information for
a sample of 127 ADOT construction contracts from October 2013 through September 2018

(see Appendix C for a description of this methodology). In total, 453 bids were submitted for these
127 contracts. MBE/WBEs submitted 51 of the 453 bids:

m A total of 18 bids on these prime contracts (4% of all bids) came from minority-owned
firms (four different firms); and

®  Thirty-three bids (7% of all bids) came from WBESs (six different firms).

The proportion of bids from MBEs and WBEs was low compared with the share of firms available
for prime construction contracts that were MBEs (26%) and WBEs (10%).3

Figure 7-7. 100%l

MBE/WBE bids as a share of total Bids submitted (453)

bids submitted on ADOT 50% 4 Construction firms available for

. ADOT pri tract

construction contracts prime confracts
40% -

Note:

Based on analysis of 453 bids

on 127 contracts with the 30% 1 -~

October 2013-September 2018 study period.

Does not include South Mountain contracts. 20%

Source: 10%
10% 4

Keen Independent Research from ADOT 7%

contract records. %
0%

MEBE WBE

There is also some indication that minority-owned firms that did bid on ADOT construction
contracts were less likely to be successful than other firms. As shown in Figure 7-8, 11 percent of the
bids submitted by MBEs resulted in contract awards, below the 39 and 28 percent win rate found for
WBESs and majority-owned firms bidding on ADOT contracts.

3 Note that this is based on a count of firms identified in the availability analysis that were available for ADOT construction
prime contracts; it is not dollar-weighted.
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The analysis does not indicate that MBE bids were unfairly treated by ADOTS; it may be that MBEs
were less price-competitive. However, if this difference in winning percentage persisted for all
contracts, not just the sample of 127, it might lead to discouragement of bids from minority-owned
firms.

Figure 7-8.
Percentage of bids that results

in contract awards on ADOT
MBE 11%

construction contracts

Note:

Can also be interpreted as “odds of

winning” based on analysis of 453 bids on
127 contracts within the October 2013— WBE 39%
September 2018 study period.

Source:

Keen Independent Research from ADOT
contract records.
Majority-owned 28%
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G. Analysis of Potential Barriers to MBE/WBE/DBE Participation in ADOT
Engineering Prime Contracts

Keen Independent also explored participation of minority- and women-owned firms in the
1,019 engineering prime contracts during the study period (FHWA- and state-funded only).

Utilization of MBE/WBEs and DBEs as prime consultants on ADOT engineering contracts.
Minority- and women-owned firms were awarded 234 of the engineering prime contracts, or
23 percent of the total number of contracts. About $63 million in prime contract dollars (after
deducting subcontracts) went to MBE/WBEs, 21 petcent of total prime contract dollars for
engineering contracts.

®  DBEs won 134 of these prime contracts. DBEs accounted for 6.4 percent of the total
prime contract dollars examined ($19 million of the $302 million total prime contract
dollars for these contracts).

®m  In fact, engineering prime contract dollars going to DBEs exceeded the construction
prime contract dollars awarded to DBEs ($750,000), even though there was almost six
times mote construction prime contract dollars than engineering prime contract dollars
in the study period.
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However, it is instructive to note that just 2 percent of engineering contract dollars went to white
women-owned firms and 17 percent went to minority-owned companies. WBEs did not appear to be
as successful as MBEs in obtaining engineering prime contracts. This was largely because of relatively
small prime contract amounts for WBEs ($84,000 in average retained dollars per prime contract)
compared with other minority firms ($474,000 in average retained dollars per prime contract).

ADOT contract award process for engineering contracts. ADOT uses a Qualification-Based
Selection (QBS) process to award engineering contracts. The QBS process requires consulting firms
to first prequalify, then submit Statement of Qualifications (SOQ) for specific projects, at which
point they are competitively evaluated by a Consultant Selection Panel. ECS is the responsible party
for ensuring that the procedures and the administration of contracts are compliant with applicable
State and Federal regulations. ECS facilitates the advertisement/solicitation, selection, negotiation,
execution, management and administration of professional architectural and engineering

services contracts.

Firms competing for ADOT engineering contracts must first be prequalified by ADOT. ADOT
begins a new prequalification period every two years, and firms that apply during that time will be
prequalified for that period. According to the ADOT website, firms’ applications are rarely, if ever,
entirely rejected.

Consultants seeking ADOT prequalification must specify their general class of work (i.e., bridge
design) and their “area classes.” ADOT considers firm qualifications based on specific area class
(often for multiple area classes) and may approve a firm for some area classes and not others.
Prequalification for consultants typically takes up to ten business days.

The prequalification application is both completed and submitted online using ADOT’s electronic
Contract Management System (eCMS). The prequalification application requires:

m  General information about the firm;

®  Information about the specific area classes the firm, and each key member of the firm,

are qualified to perform;
m  Information about past projects the firm has completed; and
m  Other various information.

Prequalification for engineering contracts does not necessarily mean that a firm will receive ADOT
work. Once they are prequalified for specific area classes, firms must submit a SOQ for specific
ADOT contracts. A prime consultant’s qualifications can be supplemented by subconsultants
participating in a team and only firms seeking to be prime consultants require prequalification.
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Prequalification. Compared to ADOT’s prequalification of construction contractors, which focuses
on the amonnt of work ADOT will allow a contractor to perform at one time, ADOT’s consultant
prequalification process focuses on the #pes of work it will allow a firm to conduct.

The Consultant Selection Panel evaluates, selects and negotiates the SOQs including the project
scope of work, schedule, consultant fee, etc. Each member of the panel conducts an independent
evaluation of each firm and gives each proposal a score based upon their evaluation. The scoring
rubric is included in the request for SOQs. Evaluation criteria and total number of points available
change from project to project, but the ADOT panel typically evaluates consultants based on the
following criteria:

m  Project understanding and approach. One of the evaluation factors is how successfully,
clearly and precisely the consultant expressed an understanding of the nature and scope
of work and the major tasks and issues as well as how well they identified any problems

they are likely to encounter.

m  Experience and qualifications. Evaluators consider the expetience and qualifications of
the proposed consultant team considering the scope of the project, work classes

involved and ADOT policies.

®m  Firm capability. ADOT reviews the ability of the firm to do the work, including
specialized qualifications and the capacity of the consultant team to accomplish the

work given current staff workloads.

m  Past performance. A consultant’s performance is regularly evaluated while completing
a project for ADOT and a poor evaluation score on that project may result in up to
five points being deducted from their score during the selection process.

Other factors, such as the firm’s availability or current workload may also be considered.

In some cases, an oral-interview process may be outlined in the Request for Qualifications (RFQ), in
which case ADOT may choose to interview all proposers or only the three highest-ranked proposers.
Each panel member considers interviews in the overall score.

Once all proposals have been independently scored by all panel members and any interviews have
been conducted, the panel meets to discuss the scoring. Panel members may at this point adjust their
scoring based on the discussion. Scores are then compiled, and firms are ranked based on the highest
to lowest average score. Firms must score at least 70 percent of the maximum available points in
order to be eligible for award of the contract. The firm with the highest average score is awarded the
contract. All participants are notified of the award within five business days.

Procedures are in place if consultants wish to protest an award. All firms that submitted a proposal
are entitled to review the scores and proposals of the firm(s) selected for the contract.

In accordance with regulations regarding qualifications-based procurement, ADOT negotiates price
after the consultant is selected.
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Analysis of proposals on ADOT engineering contracts. Keen Independent analyzed the relative
number of proposals submitted by MBEs and WBEs for a sample of engineering contracts during
the study period.

The study team was able to collect and analyze proposal evaluation data for 24 ADOT engineering
projects for contracts executed during the study period. Of the 84 proposals submitted,
12 (14%) were submitted by MBEs and 6 (7%) were submitted by WBE:s.

Based on the availability analysis, 20 percent of companies available for ADOT engineering
prime contracts were MBEs and 21 percent were WBEs. The relative number of proposals for
minority- and women-owned firms appears lower than what might be expected from their relative
availability for this work. Figure 7-9 displays these results.

Figure 7-9. 100%
MBE/WBE proposals as a share l Bids submitted (84)
of total proposals submitted on a 50% Engineering firms available for
sample of ADOT engineering ADOT prime contracts
contracts

40% 4
Note:
Based on analysis of 84 proposals 30% 1
on 24 contracts within the
October 2013-September 2018 205 2%
study period. 20% 1

145

Source: 10% 4 N
Keen Independent Research from ADOT .
contract records.

0% :

MBE WBE
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In the 24 sampled engineering contracts, WBEs submitted six proposals and were awarded one
project. Therefore, the success rate for WBEs was 17 percent, as shown in Figure 7-10. Four of the
12 proposals from MBEs resulted in a contract award (33% success).

Figure 7-10.
Proportion of proposals that

resulted in ADOT contract awards MBE 23%

Note:

Can also be interpreted as “odds of
winning” based on analysis of 84 proposals
bids on 24 contracts randomly sampled
within the October 2013-September 2018 WeE 17%
study period.

Source:

Keen Independent Research from ADOT
contract records. Majority-owned 29%

0% 109 20% 30%% A0% S0% 0% TR B0% 0% 100%

H. ADOT Operation of the Federal DBE Program, Including Overconcentration
Analysis

This part of Chapter 7 examines:

m ADOT’s operation of the DBE contract goals program;
B Any overconcentration of DBEs;

®m  Participation of individual DBEs in ADOT contracts;

®m  DBE participation as prime contractors; and

®m  Race- and gender-neutral efforts.

DBE contract goals program. The Federal DBE Program provides for recipients of FHWA, FAA
and FTA funds to set an overall goal for DBE participation and use DBE contract goals to meet any
portion of their overall goal they do not project being able to meet using race-neutral means.*
However, federal regulations direct those operating the program to reduce or eliminate the use of
contract goals to ensure that they do not result in exceeding the overall goal.

449 CFR Section 26.51(d).

549 CFR Section 26.51(f)(2). And, if an agency exceeds its overall goal in two consecutive years through the use of contract
goals, it must reduce its use of contract goals proportionately in the following year (see 49 CFR Section 26.51(f)(4)).
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Because of the Western States Paving court decision in 2005 and subsequent guidance from USDOT,
ADOT did not set DBE contract goals from January 2006 through fall 2010 (see Chapter 2 for
further explanation). Since that time, ADOT has set DBE contract goals for some of its
FHWA-funded construction and engineering-related contracts, but not its FAA- and FT'A-funded
contracts. Keen Independent briefly reviews ADOT’s application of DBE contract goals here.

Federal regulations governing use of DBE contract goals. The Federal DBE Program outlines
proper use of DBE contract goals, including:

B Only setting DBE contract goals on USDOT-funded contracts that have
subcontracting possibilities;®

®  Not having to set a DBE contract goal on every USDOT-funded contract;’

®  The fact that a DBE goal for a specific contract is set separately from the overall DBE
goal, and that it may be higher or lower than the overall goal depending on factors such
as the type of work involved, the location of the work and the availability of DBEs for
the work of the particular contract;® and

m A DBE contract goal should not be divided into subgoals for specific DBE groups.®

Bidders or proposers comply with a DBE contract goal by making good faith efforts to meet it. A
bidder or proposer can show this in one of two ways:

1. By showing it has obtained enough DBE participation to meet the contract goal; or

2. Documenting that it made adequate good faith efforts to meet the goal, even though it
did not succeed in doing so.10

Federal regulations allow for an agency to require such information at time of bid or proposal or up
to five days after bid opening.!! The regulations provide for some flexibility for what a proposer
needs to provide under negotiated procurements such as design-build contracts.!? Regulations also
establish procedures for calculating the value of the DBE participation for specific types of
subcontractors and suppliers.!? For example, only if a DBE performs a “commercially useful
function” can it be counted toward the goal.

6 49 CFR Section 26.51(c)(1).
749 CFR Section 26.51(c)(2).

8 Tbid.

9 49 CFR Section 26.51(e)(4).

10 49 CFR Section 26.53(a).

11 49 CFR Section 26.53(b)(3)(0).
12 49 CFR Section 26.53(b)(3) ).
13 49 CFR Section 265.55.
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If the agency determines that a bidder or proposer did not make good faith efforts to meet the
contract goal, it must provide that bidder or proposer an opportunity for administrative
reconsideration.'*

Once the prime contractor has identified a DBE subcontractor to meet a contract goal, it may not
terminate that DBE or substitute another DBE without the agency’s prior consent. An agency may
only give such consent if there is good cause for terminating the listed DBE (federal regulations
provide direction on what constitutes “good cause”).1>

ADOT operation of DBE contract goals program. ADOT uses DBE contract goals for
FHWA-funded contracts in compliance with the federal regulations in 49 CFR Part 26.
Key features are described below.

m ADOT sets DBE contract goals on a contract-by-contract basis. It sometimes sets
goals higher than its overall DBE goal for FHWA-funded contracts and sometimes sets
goals lower than its overall goal. On some contracts, it does not set a DBE contract
goal.'® ADOT does not divide a DBE contract goal by DBE group, in accordance with
federal regulations.

m ADOT uses goal-setting methodology that considers the types of work involved in a
contract, location of the contract, size of the contract, availability of DBEs for specific
types of work and other factors (encompassing each of the factors listed in federal
regulations concerning setting DBE contract goals'?). It only considers currently
certified DBEs when establishing a DBE contract goal. As an example of “other
factors,” ADOT can reduce a contract goal for pavement preservation projects or other
types of contracts where it is more difficult to obtain DBE participation.

ADOT’s Business Engagement and Compliance Office (BECO) is responsible for
proposing an initial DBE contract goal through the quantitative and qualitative factors
described above (using a committee structure). BECO then submits the goal to the
contracting department, which can request reconsideration of a DBE contract goal if
necessary. (This process is also applied for local agency contracts using FHWA funds.)
ADOT developed this approach and factors it considers in goal-setting through
consultation with DBEs, large prime contractors and others.

®  ADOT has a process for considering good faith efforts submissions from any bidder or
proposer that is unable to meet the DBE contract goal. Bidders on construction
contracts almost always meet the DBE contract goal; they very rarely attempt to
comply with the program by showing good faith efforts to meet a goal that they were
unable to meet.

1449 CFR Section 26.53(d).
15 49 CFR Section 26.53(f)(1).
16 Based on discussions with ADOT staff and review of ADOT goal-setting procedures.

17 49 CFR Section 26.53(c)(2).
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®m  TFor engineering on-call contracts, ADOT informs proposers on these contracts of an
overall DBE goal for the contract and that they will be required to meet it or make
good faith efforts to do so as they perform specific task orders under the contract.
Since prime consultants do not know the exact scope of work for task orders they will
receive when they are awarded a contract, they can augment their teams of
subconsultants to meet a DBE goal for a task order. Prime consultants can indicate
they cannot meet a DBE goal on a task order even though they made good faith efforts
to do so. When they do, ADOT works with a prime consultant to comply with the
DBE goal for the task order.

®  In sum, it appears that ADOT has procedures in place to effectively set DBE contract
goals and consider bidders’ and proposers’ good faith efforts to meet those goals.

Analysis of any overconcentration of DBEs. The Federal DBE Program requires agencies
implementing the program to take certain steps if they determine that “DBE firms are so
overconcentrated in a certain type of work as to unduly burden the opportunity of non-DBE firms
to participate in this type of work™ (see 49 CFR Section 26.33(a)). The Federal DBE Program does
not specifically define “overconcentration.”

Keen Independent examined the representation of DBEs and work going to DBEs in three ways:
1. Share of ADOT contract dollars within a type of work going to DBEs;
2. Distribution of DBE dollars by work type; and

3. Representation of DBEs among all firms available for specific types of contracts and
subcontracts.

Share of ADOT contract dollars within a type of work going to DBEs. For each specific type of
work examined in the study, the study team calculated the share of dollars going to firms certified as
DBEs at any time during the study period. Figure 7-11 shows that DBEs accounted for more than
30 percent of the total work in seven types of work. Steel work shows the highest percentage of
DBE participation (53%) due to dollars received by Paradise Rebar and Endo Steel.

Within the study period, 44 percent of road and bridge project painting contract dollars, 40 percent
of wrecking and demolition contract dollars, 40 percent of guardrail, fencing and sign installation
contract dollars and 38 percent of Portland cement concrete paving contract dollars were awarded to
DBE:s.
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Figure 7-11.

DBE share of total contract
dollars on FHWA-, state-, FAA- Mo aa%
and FTA-funded contracts,
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Distribution of DBE contract dollars across types of work. Another way to examine potential
overconcentration of DBEs is whether DBE participation is only found in certain types of work.
That might be another indicator that DBE contract goals overly burden non-DBEs in those

subindustries.

In the study period, steel work accounted for 17 percent of DBE participation, trucking and hauling
was 11 percent of DBE dollars and 10 percent of DBE participation came from architecture and
engineering and from guardrail, signs and fencing installation. Twenty-nine other types of work
individually represented between 1 and 6 percent of DBE dollars, indicating broad participation of
DBEs across types of work. This minimizes the possibility that any particular type of non-DBE is
unduly burdened by the DBE contract goals program. Figure 7-12 presents these results.
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Figure 7-12.

DBE share of total
contract dollars on
FHWA-, state-, FAA- and
FTA-funded contracts,
July 2007-June 2013

Structural steel work (17%)

All others (40%)

Trucking and hauling (11%)

Note:

Number of prime
contracts/subcontracts analyzed
is 13,901.

Does not include South
Mountain Freeway contracts.

Architecture and Engineering (10%)

Portland cement concrete paving (6%)
Installation of guardrails, fencing or signs (10%)

Source: . .
Concrete flatwork, including

Keen Independent Research sidewalk, curb and gutter (6%)
from ADOT contract records.

Representation of DBEs among firms available for particular types of contracts or subcontracts.
Finally, Keen Independent analyzed whether DBEs accounted for a dominant share of firms
available for particular types, sizes or locations of ADOT prime contracts and subcontracts. The
study team performed this analysis by:

B Determining the number of DBEs and total firms available for each prime contract and
subcontract examined in the study.

®m  Divided the number of DBEs by total firms for each contract and subcontract to
calculate the percentage of available firms for each contract that were DBEs (i.e., DBE
representation = number of available DBEs + total number of available firms).

There were a few types of contracts for which DBEs represented 20 percent of the firms in the
availability database matching that work, location and contract size, but none where DBEs were
more than 20 percent of available firms. Based on firms in the availability analysis for this disparity
study, DBEs did not constitute a dominant portion of firms available for any type of ADOT work.
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Participation of individual DBEs in ADOT contracts. Seven DBEs accounted for more than
one-half of the total FHWA-funded contract dollars going to DBEs during the study period.

Figure 7-13.

DBEs accounting for the
most dollars of FHWA-
funded contracts,
October 2013-
September 2018

Note:

Number of prime
contracts/subcontracts analyzed
is 11,909.

Does not include South
Mountain Freeway contracts.

Source:

Keen Independent Research
from ADOT contract records.

RGG United Contractors, Inc

All others (125)

Paradise Rebar, Inc.

Endo Steel, Inc.

Stodghill Trucking, Inc.
Oothoudt Brothers Inc.
Cano Structures LLC

Ammex Rebar Placers, Inc. P.A.C.E. Electrical Construction Inc.
Five G Inc.

Arizona Highway Safety Specialists, Inc.

DBE participation as prime contractors. Keen Independent examined the FHWA-funded prime
contracts that were awarded to DBE prime contractors.

The study team analyzed the 117 FHWA-funded prime contracts that went to DBE prime
contractors. Five firms — Premier Engineering Corporation, NFra, Stormwater Plans, DEIH and

United Civil Group — accounted for more than two-thirds of these contract dollars. There were
16 other DBEs that won as prime contractors for FHWA-funded contracts, but in total accounted
for relatively small dollars of those contracts.

Race- and gender-neutral efforts. Race- and gender-neutral programs are a major component of
the Federal DBE Program. Federal regulations in 49 CFR Section 26.51(b) provide examples of
race-neutral means of facilitating DBE participation, which we summarize below:

1. Arranging solicitations, times for the presentation of bids, quantities, specifications and

delivery schedules in ways that facilitate participation by DBEs and other small

businesses;

2. Providing assistance in overcoming limitations such as inability to obtain bonding or

financing;

3. Providing technical assistance and other services;

4. Carrying out information and communications programs on contracting procedures

and specific contract opportunities;

KEEN INDEPENDENT RESEARCH — 2020 ADOT DISPARITY STUDY CHAPTER 7, PAGE 21



5. Implementing a supportive services program to develop and improve immediate and
long-term business management, recordkeeping, and financial and accounting capability
for DBEs and other small businesses;

6.  Providing services to help DBEs, and other small business, improve long-term
development, increase opportunities to participate in a variety of kinds of work, handle
increasingly significant projects, and achieve eventual self-sufficiency;

7.  Establishing a program to assist new, start-up firms, particularly in fields in which DBE
participation has historically been low;

8.  Ensuring distribution of a DBE directory; and

9. Assisting DBEs, and other small businesses, to develop their capability to utilize
emerging technology and conduct business through electronic media.

In addition, agencies such as ADOT must have prompt payment mechanisms (requiring prime
contractor payment of subcontractors within 30 days from receipt of each payment made to the
prime contractor).!8

Agencies must also have a program element that fosters competition by small business concerns,
taking steps such as eliminating unnecessary bundling of contract requirements.!® Other small
business program elements can be:

®m  EHstablishing a small business set-aside for prime contracts;

®  Requiring bidders on multi-year design-build contractors or other large contracts to
specify elements of the contract that are of a size that small businesses, including
DBEs, can reasonably perform;

B On projects not having DBE contract goals requiring prime contractors to provide
subcontracting opportunities of a size that small businesses, including DBEs, can
reasonably perform, rather than self-performing all the work;

®m  Identifying alternative acquisition strategies and structuring procurements to facilitate
the ability of consortia or joint ventures consisting of small businesses, including DBEs
to compete for and perform prime contracts; and

®m  Ensuring that a reasonable number of prime contracts are of a size that small
businesses, including DBESs, can reasonably perform.

18 49 CFR Section 26.29.
1949 CFR Section 26.39.
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In addition, the Federal DBE Program provides guidance on establishing a mentor-protégé program
to further the development of DBEs.20

The study team’s review of ADOT neutral initiatives identified efforts across many of these areas. In
addition, other groups in Arizona provide assistance that ADOT can leverage for DBE and other
small business contractors and consultants.

1. Bid notification and bidding/proposal process to encourage participation of DBEs and other
small business. ADOT has made substantial efforts to provide information of any firm interested in
potential prime contracts and subcontracts.

®m By visiting ADOT’s website, firms interested in working as prime contractors or
subcontractors on ADOT construction contracts can obtain:
>  Information about currently available construction projects;
> Information about future projects;

>  Lists of companies that are plan holders for contracts out for bid (especially
useful for subcontractors and suppliers); and

> Lists of firms that are prequalified with ADOT (also useful to subcontractors
and suppliers).

m  Companies can also receive email notifications about current projects. Having an
account at BidExpress allows companies to receive emails about current and upcoming
project that may interest them. (Note that BidExpress is not a free service.)

m ADOT operates the AZ UTRACS web portal for online Bidder’s List/Vendor
Registration, DBE certification and Annual Update, Small Business Concern
Registration, DBE/SBC and Vendor Directories and online DBE compliance.

m ADOT provides free online construction plans and specifications.

®m  Businesses interested in engineering and other professional services contracts can also
obtain information from the ADOT website. ADOT also provides a list of prequalified
consultants (again, helpful to potential subconsultants).

®  Goods and services vendors can register with ProcureAZ, the State of Arizona’s online
procurement portal. After vendors identify the types of goods and services they
provide, they are automatically notified of bid opportunities.

m ADOT issues bi-weekly e-newsletters on DBE news and events, ADOT contract
opportunities and other topics.

20 Appendix D to 49 CFR Part 26 — Mentor-Protégé Program Guidelines.
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m  Its DBE/SBC News website/blog features ADOT and statewide bidding, training and
teaming opportunities.

m ADOT encourages online bidding across its contracting and procurement. This can
also make it easier for small businesses to easily submit bids and proposals. (ADOT
uses the BidExpress platform for online bidding; it requires a one-time fee for account
set up and monthly fees for regular use.)

B To communicate bid opportunities on LPA contracts, ADOT maintains links to
procurement websites to cities and counties across Arizona.

® ADOT maintains an email and outreach service for prime consultants and contractors
looking for DBEs to work on their projects.

B Department staff participate in procurement fairs and similar events throughout the
state.

®  ADOT holds regular meetings with the construction and professional services
industries, and has created the Professional Services DBE Task Force and the
Construction DBE Task Force.

. ADOT’s DBE Program staff trains internal staff, consultants, constructors and local
public agency staff on DBE recruitment, utilization and compliance. ADOT also
maintains a complaint process related to DBE issues.

2. Providing assistance in overcoming limitations such as inability to obtain bonding or financing.
ADOT provides workshops and other training for DBEs and other small businesses regarding
bonding and financing. For example:

®  ADOT has held bonding workshops in coordination with USDOT. Some DBEs have
successfully obtained bonding through this effort.

®  ADOT also has regular webinars and in-person training opportunities covering topics
such as finance, bidding, marketing and operations (some of which are held in
conjunction with AGC).

®  ADOT holds joint meetings and training sessions with the Arizona Chapter of the
Associated General Contractors of America (AGC) and with the American Council of
Engineering Companies of Arizona (ACEC).

m  The DBE/SBC News website/blog includes discussion of financing opportunities.
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ADOT small business and DBE training provides information about opportunities to receive
financing assistance through other organizations. A major component of this assistance is U.S. Small
Business Administration loan programs offered through local banks and other private and
not-for-profit organizations.

®  For example, the Business Development Finance Corporation has locations in Phoenix
and Tucson. Chicanos Por La Causa, Inc. in Phoenix offers small business financing
(including SBA microloans of $2,000 to $5,000) and technical support.

®  The PPEP Microbusiness and Housing Development Corporation provides loans
between $500 and $75,000 to small business owners located in Southern Arizona.

B There are many other organizations throughout the state that assist minority- and
women-owned firms and other small businesses that need training regarding financing
or offer SBA loan programs.

3. Providing technical assistance and other services. ADOT has a well-developed technical
assistance program and can provide referrals to other local organizations. Examples of other local
sources of assistance include the following.

m  Chambers of commerce. There are more than 70 chambers of commerce in the state,
including minority and women’s business organizations, that offer training and
networking opportunities. There are membership organizations focusing on businesses
owned by American Indians, Chinese Americans, Korean Americans, Philippine
Americans, Hispanic Americans and African Americans.

m  Trade associations and professional groups. Thete are many trade associations and
professional groups related to transportation-related construction and professional
services in Arizona. Organizations such as the Arizona Chapter of the Associated
General Contractors of America (AGC) serve a broad range of firms engaged in
transportation construction and other heavy construction. The American Council of
Engineering Companies of Arizona (ACEC) is one example of a trade association
serving engineering companies in the state. There are associations of minority
contractors with Arizona chapters (e.g., Associated Minority Contractors of America)
and associations of women business owners with Arizona locations (e.g., National
Association of Women Business Owners). There are also local organizations such as
the Minority and Small Business Alliance of Southern Arizona.

These types of organizations offer a broad range of training, other technical assistance
and networking opportunities to transportation-related construction and engineering
companies in Arizona. Groups such as AGC and ACEC have partnered with ADOT to
provide targeted training and networking opportunities to DBEs. The groups
mentioned above are just examples of trade associations and professional groups in the
state; there are many more.
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®m  Small business assistance organizations. Examples of small business assistance
organizations are provided below.

>  There are more than 20 centers across the state in the Arizona Small Business
Development Center Network. These centers provide business counseling,
planning assistance, help concerning financing, classes and assistance bidding
on government contracts.

»  SCORE has offices in communities throughout Arizona where it offers
mentoring, business counseling, and workshops on topics including the basics
of starting a business, how to administer and manage a business, marketing
and social media, and business-related computer skills and tools.

»  Serving businesses in Southern Arizona, the PPEP Microbusiness and
Housing Development Corporation offers training on topics such as
management, pricing, market analysis, financial statements, marketing and
social media, budgeting, legal services, and long-term planning.

Some business development centers focus on minority-owned companies. Examples
include:

»  The Minority Business Development Center in Phoenix provides minority
certification assistance, procurement training, bonding assistance,
management and organization consulting, access to capital, and marketing,
bidding and networking assistance through partnership with the
U.S. Department of Commerce.

»  The National Center for American Indian Enterprise Development
(NCAIED) has a Procurement Technical Assistance Center in Window Rock.
It offers training, planning assistance, mentoring and technical assistance
regarding marketing to all levels of government and to prime contractors.
(NCAIED’s national headquarters are in Mesa.)

®m  Small business incubators. Business incubators offer workspace for emerging
businesses but also training, mentoring, networking and financing assistance. Examples
of business incubators in Arizona include:

>  Arizona State University SkySong in Scottsdale;
»  Gangplank Business Initiatives centers in Chandler and Avondale;
>  Moonshot at NACET in Flagstaff; and

>  The Opportunity through Entrepreneurship Foundation center in Phoenix.
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4. Carrying out information and communications programs on contracting procedures and
specific contract opportunities. In addition to the activities discussed under Point #1 above,
ADOT’s activities include:

®  Outreach events about specific projects;

m  DBE training and one-on-one consulting sessions on construction and engineering
related issues;

®  “Bidding Boot Camp” training provided by the Arizona Chapter of the AGC; and
®m  Training at pre-bid, post award and pre-construction meetings.

Other local organizations are also available to provide such assistance. For example, the National
Center for American Indian Enterprise Development (NCAIED) has a Procurement Technical
Assistance Center in Window Rock.

5. Implementing a supportive services program to develop and improve immediate and
long-term business management, recordkeeping, and financial and accounting capability for
DBEs and other small businesses. ADOT has a well-developed supportive services program to
provide these types of assistance to DBEs and other small businesses. It includes:

®  Workshops and conferences;

B Project-specific networking events;

®m  Development of a Financial/Insurance/Bonding Services handbook;
®  Friday Fundamentals webinars;

m  DBE Academy Online;

®  Mentor-protégé program;

m  Outreach newsletters;

®  Bid matching; and

®m  Free online plans and specification review.

The DBE Supportive Services staff also provide referrals for business assistance and help with how
to win contracts. One-on-one business counseling is also available.
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6. Providing services to help DBEs, and other small business, improve long-term development,
increase opportunities to participate in a variety of kinds of work, handle increasing significant
projects, and achieve eventual self-sufficiency. ADOT has a tri-level Business Development
Program for new and emerging DBEs, Pacesetter (mid-level) and Master (advanced) level DBEs.

7. Establishing a program to assist new, start-up firms, particularly in fields in which DBE
participation has historically been low. ADOT’s Business Development Program and other
assistance include programs for start-up firms. In addition, ADOT has conducted outreach to
potential DBEs to encourage and provide initial guidance on DBE certification. Such recruitment
can help new and growing firms participate in the technical assistance and other services of the
DBE Program.

8. Ensuring distribution of a DBE directory. ADOT provides online access to DBE, SBC and
vendor directories.

9. Assisting DBEs, and other small businesses, to develop their capability to utilize emerging
technology and conduct business through electronic media. ADOT’s training efforts include
emerging technology, especially assistance with accessing information about contracting
opportunities through the ADOT website as well as online bidding.

Prompt payment. Under state law, ADOT requires prime contractor payment of their
subcontractors and subconsultants within seven days from receipt of payment by ADOT. It is
ADOT policy not to hold retention from prime contractors. Prime contractors must make prompt
and final payment to each subcontractor all monies, including retention, due the subcontractor within
14 days after the subcontractor has satisfactorily completed all of its work. ADOT imposes standard
fines on any prime contractor violating this provision.

Small Business Concern (SBC) Program. ADO'T has established an SBC program to promote use of
registered SBC through an SBC directory and provide small businesses many of the same networking
and educational opportunities as DBEs. In its contract solicitations and contracts, ADOT encourages
prime consultants and contractors to foster small business inclusion.

Other ADOT efforts to promote inclusion of small businesses can positively affect SBCs.

Mentor-protégé program. ADOT informs DBEs and other firms of available mentot-protégé
programs operated by other organizations.

Conclusions from analysis of neutral measures. Review of current race- and gender-neutral
initiatives shows considerable ADOT efforts alone and in partnership with others. In addition,
public, not-for-profit and private institutions provide networking, training and technical assistance,
financing and other small business services. This assistance outside of ADOT efforts is substantial.
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I. Summary from the Further Exploration of MBE/WBE and DBE Utilization

Chapter 7 examined dimensions of MBE/WBE participation on ADOT transportation contracts.
The percentage of contract dollars going to MBE/WBEs was higher for:

Engineering contracts compared with construction contracts;
Local public agency contracts compared with ADOT-awarded contracts;

FEFY 2016 through FFY 2018 contracts compared with contracts in the previous two
federal fiscal years;

Central Arizona contracts compared with contracts in the northern or southern
portions of the state;

Subcontracts compared with prime contracts; and

Small prime contracts compared with large prime contracts.

Analysis of ADOT’s operation of the Federal DBE Program indicates that it follows the
requirements of the program, including its contract goal-setting process, provisions for good faith

efforts and implementation of neutral measures. ADOT has an SBC component in its operation of
the Federal DBE Program.

From review of bids and proposals for ADOT construction and engineering prime contracts, it

appears that MBE/WBEs account a relatively small share of total submissions.

There was no evidence of DBE overconcentration based on the analysis in this chapter.
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CHAPTER 8.
Summary of Evidence and Program Recommendations

Chapters 9 through 11 present information that will assist ADOT as it sets overall DBE goals and
projects the portion of these goal to be met through neutral means. These chapters examine goals
and projections for future FHWA-funded contracts (Chapter 9), FAA-funded contracts (Chapter 10)
and FT'A-funded contracts (Chapter 11).

Before proceeding to these analyses, it is useful to summarize the information presented in earlier
chapters concerning the marketplace and the disparity analyses for ADOT transportation contracts
as well as discuss additional race- and gender-neutral remedies that ADOT might consider.

A. Summary of Evidence from Marketplace and Disparity Analyses

The discussion below presents an overview of study findings with respect to the evidence found in
the marketplace analyses and the disparity analyses.

Marketplace analyses. As discussed in Chapter 4 and supporting appendices, there is quantitative
and qualitative information indicating that there is not a level playing field for minority- and
women-owned businesses in the Arizona transportation contracting industry.

Marketplace analyses identified instances of disparities in outcomes for:
®m  FBach minority group and for women in Arizona; and
®  Businesses owned by each minority group and white women in Arizona.

There is also qualitative evidence that stereotyping and other forms of race and gender discrimination
affected minority- and women-owned firms.

Such information should be considered when interpreting the results of the disparity analysis and
considering ADOT’s future operation of the Federal DBE Program for USDOT-funded contracts.

Disparity analyses for minority-owned firms on ADOT contracts. Keen Independent examined
ADOT and LPA Program transportation contracts from October 2013 through September 2018.

There was a pattern of substantial disparities between the utilization and availability of each group of
minority-owned companies.
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African American-owned firms. African American-owned companies were 4 percent of the firms
indicating qualifications and interest in ADOT and local agency transportation contracts in the 2019
availability survey.!

Comparison of utilization and availability of African American-owned firms for ADOT
transportation contracts indicates strong evidence of disparities. Results of the disparity analyses for
African American-owned businesses are summarized below.

B There were disparities between the utilization and availability of African American-
owned companies for ADOT’s FHWA- and state-funded highway construction and
engineering contracts, FAA-funded contracts and FTA-funded contracts. Except for
FAA-funded contracts, each disparity was substantial.

m  For contracts with DBE contract goals, only 0.3 percent of contract dollars went to
African American-owned firms (substantial disparity).

®  Combining FHWA- and state-funded contracts without contract goals, utilization of
African American-owned firms accounted for just 0.04 percent of contract dollars. The
resulting disparity index was 1, meaning that African American-owned firms earned
1 cent out of every $1 anticipated based on the availability analysis.

®  African American-owned firms received just three of the 2,224 FHWA- and
state-funded prime contracts examined for the study period.

Asian-Pacific American-owned firms. Asian-Pacific American-owned businesses comprised about
1 percent of the firms in the availability database for this study. There was a pattern of disparities in
the utilization of Asian-Pacific American-owned companies in ADOT contracts.

B There were disparities between the utilization and availability of Asian-Pacific
American-owned companies for ADOT’s FHWA- and state-funded highway
construction and engineering contracts, FAA-funded contracts and FT'A-funded
contracts. In each case, the disparity was substantial.

m  For contracts with DBE contract goals, about 0.7 percent of contract dollars went to
Asian-Pacific American-owned firms (substantial disparity).

®  Combining FHWA- and state-funded contract without contract goals, utilization of
Asian-Pacific American-owned firms was about 1 percent of contract dollars, which
was less than the 3.8 percent anticipated from the availability analysis. The resulting
disparity index was 206, indicating a substantial disparity.

1 After considering types, sizes and regions for contracts and subcontracts for which those companies were available, the
availability benchmarks were lower.
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Subcontinent Asian American-owned firms. Subcontinent Asian American-owned firms were about
1 percent of the firms in the availability database. There was a pattern of disparities in the utilization
of Subcontinent Asian American-owned companies on ADOT contracts.

B There was a substantial disparity between the utilization and availability of
Subcontinent Asian American-owned companies on ADOT’s FHWA-funded
contracts. Utilization of Subcontinent Asian American-owned companies on
state-funded contracts exceeded what might be expected from the availability analysis.

m  After reviewing the 147 prime contracts and subcontracts involved in ADOT’s
FAA-funded projects, not one was identified as going to a Subcontinent Asian
American-owned company (substantial disparity).

®  Among the 321 contracts and subcontracts that were FT'A-funded, one for about
$1,000 went to a Subcontinent Asian American-owned firm. This amount of
participation rounded to 0.0 percent of total FT'A-funded contract dollars, which
represented a substantial disparity.

®m  Tor contracts with DBE contract goals, about 0.2 percent of contract dollars went to
Subcontinent Asian American-owned firms (substantial disparity).

®  Combining FHWA- and state-funded contracts without contract goals, utilization of
Subcontinent Asian American-owned firms was 0.48 percent of contract dollars. The
disparity index was 43, meaning that Subcontinent Asian American-owned firms
received less than one-half of the contract dollars that might be expected based on the
availability analysis (substantial disparity).

Hispanic American-owned firms. Hispanic American-owned businesses comptised 14 percent of the
tirms in the availability database for this study. Without contract goals, there was a pattern of
disparities in the utilization of Hispanic American-owned firms on ADOT transportation contracts.

®m  The percentage of contract dollars on FHWA-funded contracts going to
Hispanic American-owned firms (6.36%) exceeded what might be expected from
the availability analysis (5.75%).

This result appeared to be due to ADOT’s use of DBE contract goals on these
contracts, as there was a substantial disparity for Hispanic American-owned companies
on ADOT’s FHWA- and state-funded contracts without contract goals (disparity index
of 74).

®m  There were disparities between the utilization and availability of Hispanic American-

owned companies for ADOT’s FAA-funded contracts and FT'A-funded contracts.
Each disparity was substantial.
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Native American-owned firms. Firms owned by American Indians and other Native Americans
were about 2 percent of the firms in the availability database. There was a pattern of disparities in the
utilization of Native American-owned companies in ADOT contracts.

B There were disparities between the utilization and availability of Native American-
owned companies for ADOT’s FHWA- and state-funded highway construction and
engineering contracts, FAA-funded contracts and FTA-funded contracts. Each of these
disparities was substantial.

m  For contracts with DBE contract goals, about 2 percent of contract dollars went to
Native American-owned firms (substantial disparity).

®  Combining FHWA- and state-funded contracts without contract goals, utilization of
Native American-owned firms was 0.66 percent of contract dollars. The resulting
disparity index was 8, indicating that Native American-owned firms earned 8 cents out
of every $1 anticipated based on the availability analysis.

B Native American-owned firms received only six of the 2,224 FHWA- and state-funded
prime contracts examined for the study period.

Summary. For African American-, Asian-Pacific American-, Subcontinent Asian American-,
Hispanic American- and Native American-owned firms, the results of this study suggest that ADOT
consider continuation of its current race-conscious program for FHWA-funded contracts and
continued eligibility of each racial and ethnic group of DBEs for participation in that program.

Disparity analyses for white women-owned firms on ADOT contracts. Keen Independent also
analyzed utilization and availability of white women-owned firms in ADOT contracts.

About 17 percent of the firms indicating qualifications and interest in ADOT transportation
contracts were white women-owned companies. The share of contract dollars that might be expected
to go to white women-owned firms for different groups of contracts was lower than 17 percent after
considering the types, sizes and locations of ADOT contracts and subcontracts and the firms

available to perform that work.

FAA- and FTA-funded contracts. It was clear from the analysis of FAA- and FTA-funded contracts
that there was no disparity overall in the participation of white women-owned companies in those

contracts.

m  Utilization of WBEs (19%) exceeded what might be expected from the availability
analysis for FAA-funded contracts (10%).

®  For FTA-funded contracts, WBE participation (25%) also exceeded what might be
expected based on availability (12%).
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These results support continued use of neutral efforts to encourage participation of white
women-owned firms in FAA- and FT'A-funded contracts. Results do not support inclusion of
white women-owned companies in any DBE contract goals for such contracts (which ADOT does
not currently employ and are not recommended in this study).

FHWA- and state-funded contracts. Results of the disparity analysis for white women-owned firms
for FHWA- and state-funded contracts depend on whether DBE contract goals were in place.

m  Utilization of WBESs (7.8%) exceeded what might be expected from the availability
analysis for FHWA-funded contracts (5.3%). This was mostly due to relatively high
utilization for FHWA-funded contracts with DBE contract goals (8.3%).

m  For FHWA- and state-funded contracts without contract goals, utilization of white
women-owned firms (7.3%) was somewhat below what might be expected based on
the availability analysis for these contracts (7.9%). The disparity index was 93.

B The above results count as a WBE a company that was denied certification as a DBE in
Arizona due to issues concerning ownership and control of the firm. This action brings
into question whether that firm should be legitimately counted in the results for white
women-owned businesses.

Therefore, Keen Independent also performed a disparity analysis for ADOT contracts
without goals counting this firm as a majority-owned company. WBEs received

3.8 percent of contract dollars, substantially less than what was anticipated from the
availability analysis.? The resulting disparity index was 48, indicating a substantial

disparity.

This issue also emerged in the 2015 ADOT Disparity Study, which showed similar
results for white women-owned firms depending on how this one firm was counted.
ADOT chose to continue inclusion of white women-owned firms as eligible for
participation in DBE contract goals based on results of that study. These results were
shared with USDOT, which approved ADOT’s plan for operating the Federal DBE
Program.

In sum, the combined marketplace evidence and results of the disparity analysis for white women-
owned firms on ADOT’s FHWA- and state-funded contract without contract goals support
continued use of gender-conscious methods for encouraging participation of white women-owned
businesses in FHWA-funded contracts.

2 The utilization results dropped, but since the firm declined to complete an availability survey when asked to do so,
availability results are not affected.
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B. Additional Neutral Program Elements

Chapter 7 of the 2015 ADOT Disparity Study identified the considerable business assistance
programs and other race- and gender-neutral efforts ADOT had in place at that time. ADOT has
further enhanced assistance to DBEs and other small businesses since 2015, including:

m  Additional outreach to certify DBE:s;

®  Small Business Resource Center;

m  DBE Business Development Program;

B One-on-One Business Counseling;

m  Lunch and Learn Sessions;

®  Business Coach on Demand online training; and

B “Just One More” campaign to encourage prime contractors to use one more DBE than
needed to meet a DBE contract goal.

Other organizations across the state also provide small business assistance (see Appendix K of
this report).

There are only a few general areas of race- and gender-neutral initiatives employed by other state
DOTs that ADOT has not implemented. Some of the most notable are:

Small business contract goals programs;

Small prime contracts programs;

Changes to state prequalification systems for contractors;
Unbundling of contracts;

Working capital loan programs; and

AN ARSI

Bonding programs.

The balance of Chapter 8 examines these opportunities in further detail. ADOT might further
explore these options and consider whether any could be adopted or if they could be tested in pilot
programs. ADOT would need to determine whether state legislation would be needed to authorize
certain programs.

1. Small business contract goals program. ADOT might consider setting contract goals for small
businesses (SBEs) on its USDOT-funded contracts in the same way that it does for DBEs. DBEs
would automatically qualify for the program, but other firms could apply for small business
certification as well. ADOT would set an SBE or a DBE goal on a contract, but not both.

The New Jersey DOT operates an Emerging Small Business Enterprise (ESBE) program in
accordance with 49 CEFR Part 26.39. Certification as an ESBE is the same as for a DBE, except that
race and gender are not considered (about 40 firms were certified through this program as of
mid-2019). NJ DOT sets contract goals on USDOT-funded construction and engineering contracts
that can be met by DBEs or ESBEs. New Jersey DOT operates this program in conjunction with its
DBE contract goals program. It sometimes sets a DBE contract goal on a contract and sometimes
sets an ESBE goal for a contract.
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2. Small prime contracts program. Some state DOT's can reserve small construction and
professional services contracts for small businesses. Florida DOT, for example, can restrict bidding
to small businesses for certain construction and professional contracts under $1 million. ADOT
might consider a pilot program for some of its small contracts.

3. Changes to state prequalification system for contractors. Any firm wishing to bid as a prime
contractor on an ADOT construction project must first be prequalified (unless waived by ADOT).
Factors to consider in the prequalification are set forth in Arizona Administrative Code R17-3-202.

The state regulations give preference in prequalification limits to firms that have completed a
construction contract for ADOT in the past five years. Those firms with ADOT experience might be
given a prequalification limit up to twice as high as firms that have not. This factor may perpetuate
advantages to firms that have been successful in obtaining ADOT construction contracts in the past
and disadvantage those that have been less successful. DBE participation as prime contractors is very
low, as demonstrated in Chapter 7.

Some states have prequalification systems that do not directly advantage firms that have done past
work with the state DOT. Other states do not prequalify for public works construction contracts and
instead rely on bonding requirements to ensure that firms bidding on the contract are qualified and
able to perform the work.

4. Unbundling of contracts. Several state DOT's have successfully unbundled some of their larger
construction and engineering contracts. For example:

®  Montana Department of Transportation unbundled its bridge projects into projects of
less than $2 million each. This increased competition from small companies, including
DBE:s, for these contracts.

m  State DOTSs such as Nebraska have goals for the number of construction contracts they
award under a certain size (Nebraska DOT’s goal is for number of contracts awarded
each year below $1 million).

ADOT might continue to look for ways to unbundle both its construction and engineering contracts
when streamlined procurement methods would be advantageous to the Department and there
enough bidders for these contracts to ensure competitive pricing.

4. Working capital loan program. The Wisconsin DOT has operated a working capital loan
program since the 1980s. WisDOT provides a loan guarantee and banks issue the loans.

DBEs awarded WisDO'T contracts or subcontracts can apply for the loan, with the contract and the
WisDOT guarantee combining to provide collateral for the loan. Loans can be up to $200,000. A
CPA assists the DBE in preparing a loan application to a bank. The bank evaluates the loan
application and makes the final decision on issuing the loan. Funds are provided as a line of credit
that the DBE can draw upon as needed. Payments made to the DBE are through a two-party check.
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5. Bonding program. The Colorado Department of Transportation partnered with Lockton
Companies to launch the Bond Assistance Program in July 2019, a bond guarantee program for
construction contracts of $3 million or less. CDOT provides a guarantee of 50 percent.

Firms certified as emerging small businesses, including DBEs, are eligible to participate. A potential
participant starts the process by undergoing an assessment of whether it is bondable. A firm can

participate in the program on one contract only. The surety fee is 2 percent of the contract, and the
ESB must participate in a funds control program with the management company (0.75 percent fee).

Obtaining bonding through the program also helps a contractor meet CDOT’s prequalification
requirements to bid on a construction contract. For firms not yet prequalified, it provides proof of
bonding. For firms that are prequalified, it can be used to increase the size of contract on which the
firm can bid as a prime.

Florida DOT has a similar Bond Guarantee Program.

6. Mentor-protégé program. Mentor-protégé programs encourage small firms to learn from
successful, mature firms. Three state DOTSs appeared to have developed successful programs,
one that encourages mentoring and two that give mentor firms preference in their bidding on
state-funded contracts.

®  Washington State DOT has implemented a Capacity Building Mentorship Program,
which matches successful prime contractors and consultants with small businesses,
including DBEs. WSDOT staff report initial success regarding the number of primes
participating in this program and attribute this success to WSDOT’s communication
that mentoring could become mandatory if the voluntary participation was lacking,.

®  The Colorado Department of Transportation provides points to prime consultants
proposing on CDOT work if they mentor firms.

®  The Ohio Department of Transportation operates a DBE Contract Developmental
Goals Program for consultant services that provides points to proposers if they agree
to mentor a DBE firm during implementation of an ODOT contract. These
developmental goals apply to qualifications-based awards.

In addition to receiving points in the evaluation of its proposal, ODOT allows prime
consultants to include a line item for direct and indirect costs incurred by the prime
consultant and the DBE subconsultant for specific training and assistance to the DBE
through the life of the contract.

FHWA has apparently approved this program for application to USDOT-funded
contracts.

As noted above, mentor-protégé programs require commitment from the prime contractor and

prime consultant communities. ADOT would need to partner with industry for such a program to be
effective in Arizona.
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C. Conclusions

When determining how to operate the Federal DBE Program for the coming years, ADOT should
examine quantitative and qualitative information including marketplace research and the disparity
analyses for its contracts. Some of this information is provided in this disparity study; ADOT should
consider additional public input and other sources of information as well.

Based on the information in the disparity study, there appears to be:

m A continued need for ADOT efforts to open contracting opportunities to small
businesses in general.

®  Quantitative and qualitative evidence that minority-owned firms in the Arizona
transportation contracting industry are at a disadvantage in the marketplace and when
pursuing ADOT and LPA Program work. (This evidence includes disadvantages and
disparities in ADOT contracting for MBE groups included in the Federal DBE
Program.)

®  Quantitative and qualitative evidence that white women-owned firms in the Arizona
transportation contracting industry are at a disadvantage in the marketplace, and
evidence of gender-based disparities when pursing ADOT FHWA- and state-funded
contracts without contract goals.

ADOT should review these results and other information as it sets an overall DBE goal for
FHWA-funded contracts for the next three fiscal years (and future overall DBE goals for FAA- and
FT'A-funded contracts), projects the portion of the goal to be met through neutral means, and
determines how it will operate the Federal DBE Program during this period.

The combined evidence supports continued use of:

m  Continued use of race- and gender-neutral methods for encouraging participation of
DBEs in ADOT’s FAA- and FTA-funded contracts; and

m  Neutral and race- and gender-conscious methods for encouraging participation of
DBEs in ADOT’s FHWA-funded contracts.
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CHAPTER 9.
Overall Annual DBE Goal and Projections for
FHWA-Funded Contracts

As discussed in previous chapters, ADOT is required to set an overall annual goal for DBE
participation in its FHWA-funded transportation contracts. Federal regulations govern how these
goals are determined. Agencies such as ADOT must determine “the level of DBE participation you
would expect absent the effects of discrimination.”!

The Final Rule effective February 28, 2011 revised requirements for goal setting so that agencies that
implement the Federal DBE Program only need to develop and submit overall annual DBE goals
every three years. ADOT had an overall annual goal of 9.55 percent for FHWA-funded contracts for
FFY 2018-FFY 2020 and will submit a revised goal for federal fiscal years 2021 through 2023 based
on this disparity study. The new goal will apply as of October 1, 2020.

Chapter 9 provides information for ADOT to consider as it sets its overall annual DBE goal for
FHWA-funded contracts and its projection of how much of the goal to be met through race-neutral
measures. This chapter is organized in three parts based on the process that 49 CFR Part 26.45
outlines for agencies to set their overall goals and project the portion to be met through neutral

means:

A. Establishing a base figure;
B. Consideration of a step 2 adjustment; and

C. Portion of overall DBE goal for FHWA-funded contracts to be met through neutral

means.

A. Establishing a Base Figure

Establishing a base figure is the first step in calculating an overall annual goal for DBE participation
in